August 3, 1890

CERTIFIED MAIL
RETURBN RECEIPT REQUESTED

WORKING INTEREST OWNERS
(See Attached Addressee List)

Gentlemen:

Subject: Well Proposal
Mesa’s Turley Prospect
FC State Com #27
W/2 Secticn 16-T29N-Raw
San Juan County, NM

Mesa Operating Limited Partnership hereby proposes the drilling of an approximate 3310 Fruitland Coal
well to be located 2330" FSL and 890" FWL of Section 16-T29N-R8W. Mesa's estimated cost for the
drilling of this well is $81,900 for a dry hole and $362,500 for a completed well.

Enclosed herewith is Mesa’s AFE/Cost Estimate and an Operating Agreement which Mesa is proposing
to be used tc govern the drilling of this well. Upon your election to participate in the drilling of the subject
well, please return a signed copy of the AFE/Cost Estimate and two executed copies of the signature

page to the enclosed Operating Agreement.

Du'e to the number of wells Mesa plans to drill in 1990 to qualify for the Section 29 gas credit, it may be
necessary for Mesa to commence *force pooling* proceedings to insure Mesa can adhere to its drilling
schedule.

Mesa looks forward to receiving an expeditious reply from you relative to this drilling proposal.

if you have any questions or would like to discuss this matter further, please contact me.

Very truly yours, BEFORE EXAMINER CATANACH

/AQZZZ/Zj/&qm// OIL CONSERVATION DIVISION

>

Hank Wood —_
%A TNO. &
Landman M EXHIBIT NO
cn:elws0 CASE NO. lOO7 (5
Enclosures
MESA LIMITED PARTNERSHIP
ONE MESA SQUARE ~/ POST DOFFICE BOX 2008 -~ 208 278-1000 AMARILLO, TEXAS 79183-2009
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FC STATE COM #27
ADDRESSEE LIST

Amaoco Production Company
Attention: Michael Cuba

P. O. Box 800

Denver CO 80201-0800

Texaco Inc.
P. O. Box 2100
Denver CO 80201-2100

Conoco, inc.

Attention: James R. Meek
3817 Northwest Expressway
Cklahoma City OK 73112

TOC Rocky Mountains, inc.
6162 So. Willow Drive
Suite 300

Englewood CO 80155

Mizel Resources
Attention: Morris Mizel
6560 East 41st Street
Tuisa OK 74145

Le-e Wayne and Jo Ann Montgomery Moocre
403 N. Marienfeld
Midland TX 79201

North Timbers Limited Partnership

East Timbers Limited Partnership

West Timbers Limited Partnership

c/o Cross Timbers Production Company
W. T. Waggoner Bidg.

810 Houston Street

Fort Worth TX 76102

Paul H. Umbach
P. O. Box 1797
Boulder CO 80206



GFZ/COCT ECTIMATE

San Juan Division

Co./Div./Subsid./Dept.

D #

Code General Account #

AFE #

090180

Exploratory Development
LEASE, WELL NAME, AND LOCATION __ FC State Com #2/ .
2330 FSL & 890" FWL, Section 16, T2SMN, R8W, San Juan Co., New Mexico
DESCRIPTION Drill and complete a 3310 Fruitland Coal Well.

Sub Acct. Dry Hole Compietion Producar/
Coass ITEM DESCRIPTION Cost Cost Other
105 DRILLING & | (A) FOOTAGE 3310 Ft. Ats 10.75 Ft. | 8 35,600 $ $ 35,600

COMPLETION ["(5) DAY WORK  1/8  Days AL $4500/1200/Day 4,500 9,600 14,100
(C) MIRU - RDMO
115 COMPANY LABOR & SUPERVISOR 500 500 1,000
25 ENGINEERING CONSULTANTS 6/8 Days Ats 400 /Day 2,400 3,200 5,600
135 GEOLOGICAL CONSULTANTS Days At $ Day
425 CONTRACT SERVICES & LABOR 1,000 3,000 4,000
155 LOCATION, ROADS, SURVEYS, DAMAGES | 15,000 5,000 20,000
185 FUEL. LUBE, POWER |
175 BITS, HOLE OPENERS, REAMERS, STABILIZERS 600 600
185 MUD, CHEMICALS. SERVICES & EQUIP. (A) MUD, CHEM., OIL 4,000 4,000
(B) WATER 3,000 3,000
190 MUD LOGGING SERVICES
195 LOGGING & PERFORATING 6,000 | 8,000 14,000
200 FORMATION TEST & RELATED EQUIPMENT & SERVICES
205 WELL STIMULATION SERVICES 90,000 90,000
210 CORING & RELATED SERVICES
215 CEMENTING SERVICES & ACCESSORIES 3,000 13,000 16,000
225 RENTAL EQUIPMENT & TOOLS 500 2,500 3,000
235 HAULING & FREIGHT 200 1,400 1,600
245 | CATERING & OTHER Days At § /Day
255 MOBILIZATION - INSTALLATION (DRILLING PLATFORMS)
265 DEMOBILIZATION - DISMANTLING & SALVAGE (DRILLING PLATFORMS)
275 SUPPLYBOATS, CREWBOATS, BARGES, TUGS |
285 SHOREBASE. OFFICE, DOCK FEE & CRANES T
295 AIRCRAFT RENTALS—HELICOPTERS, FIXED WING i
305 DIVERS AND RELATED EQUIPMENT -
315 MISCELLANEOUS 3,700 7,100 10,800
400 OVERHEAD Days At § /Day 1,000 1,500 2,500
Total intangibie Costs s /7 N 400 $ 148 s 400 '8 225,800
115 COMPANY LABOR & SUPERVISION $ s 3
145 OUTSIDE LABOR & SERVICES
‘ 325 Footage Size Weight Grade Cplg. Price/Ft.
casING | () 250 8 5/8 244 K-55 STC 13.83 3,500 3,500
anp | @ 3310 54 174 I-70 LTC 11.42 37,800 37,800
TUBING | () 3260 2 3/8 4.74% J-55 EUE 3.54 11,500 11,500
(D)
(E)
(F)
(G)
335 SUB-SURFACE WELL EQUIPMENT
345 WELLHEAD & GUIDE STRUCTURE 1,000 6,500 7,500
355 SURFACE WELL EQUIPMENT Artificial) Lift 40,000 40,000
365 TREATERS & SEPARATORS 18,000 18,000
370 COMPRESSORS 500 BBL Heated Tank i 7,400 | 7,400
375 BUILDINGS
385 BUOYS AND MARKERS
380 MISC. MATERIALS INSTALLATION & SERVICES 11,000 11,000
400 CONSTRUCTION OVERHEAD
| Total Tangible Costs (s 4,500 | 8 132,200 $ 136,700
" Total Costs s 81,900 | s 280,600 s 362,500
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CONTRACT AREA Turley
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between MESA OPERATING LIMITED PARTNERSHIP

hereinafter designated and
referred to as "'Operator ', and the signatory party or parties other than Operator, sometimes hereinafter referred to individually herein
as “*Non-Operator ', and collectively as **Non-Operators .

WITNESSETH:

WHEREAS. the parties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in
Exhibit **A"". and the partes hereto have reached an agreement to explore and develop these leases and/or ail and gas interests for the
production of oil and gas to the extent and as hereinafter provided,

NQOW, THEREFORE, it is agr=ed as follows:

ARTICLE L.
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term “‘oil and gas'’ shall mean oil, gas, casinghead gas, gas condensate, and all other liquid or gaseous hydrocarbons
and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated.

B. The terms “‘cil and gas lease’’, '‘lease”” and ‘‘leasehold’’ shall mean the oil and gas leases covering tracts of land
lving within the Contract Area which are owned by the parties to this agreement.

’

C. The term ‘‘oil and gas interests’’ shall mean unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by parties to this agreement.

D. The term ‘‘Contract Area’’ shall mean ail of the lands. oil and gas leasehold interests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interests
are described in Exhibit “*A’.

E. The term ‘‘drilling unit’’ shall mean the area fixed for the driiling of one well by order or rule of any state or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term "drillsite’” shall mean the oil and gas lease or interest on which a proposed well is to be located.

G. The terms “'Drilling Party'" and ''Consenting Party’" shall mean a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement.

H. The terms '‘Non-Drilling Party”’ and ‘'Non-Consenting Party’ shall mean a party who elects not to participate
in a proposed operation.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

ARTICLE IL.
EXHIBITS

The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
Xl A Exhibit “*A"", shall include the following information:
(1) Idenuficauon of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement,
(4) Gil and gas leases and/or oil and gas interests subject to this agreement,
(5) Addresses of parties for notice purposes.
Exhibit **B'". Form of Lease.
Exhibit “*C"". Accounting Procedure.
Exhibit ‘D", Insurance.
Exhibit “*E"", Gas Balancing Agreement.
Exhibit “'F'", Non-Discrimination and Certification of Non-Segregated Facilities.
Exhibit “‘G’’, Tax Partnership.
any provision of any exhibit, except Exhibits “‘E’" and ‘‘G"’, is inconsistent with any provision contained in the body
of this agreement, the provisions in the body of this agreement shall prevail.
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*or is a burden owned by the burdened party or

was not recorded in the county or parish

records prior to the date of this agreement.
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ARTICLE II1.
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
and during the term hereof as if it were covered by the form of oil and gas lease attached hereto as Exhibit **B’", and the owner therecf
shall be deemed to own both the royalty interest reserved in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions. all costs and liabilities incurred in operations under this agreement shall be borne and
paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set
forth tn Exhibit “*A"". In the same manner, the parues shall aéso own al} producton of oil and gas from the Contract Area subject to the

1

/
payment of royalties to the extent of one-eighth /8th which shall be borne as hereinafter set forth.

Regardless of which party has conuibuted the lease(s) andlor oil and gas interest(s) hereto on which royalty is due and
payable, each party enutled to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or
cause to be paid or delivered. to the extent of its interest in such production, the royalty amount stipulated hereinabove and shall hold the
other parties iree from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
by such party, to any other party’s lessor or rovalty owner, and if any such other party's lessor or royalty owner should demand and
receive 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 III.B. shall be deemed an assignment or cross-assignment of interests covered hereby.
C. Excess Royalties, Overriding Royalties and Other Payments:

Unless changed by other provisions, if the interest of any party in any lease covered hereby is subject to any rovalty,
overriding royalty, production payment or other burden on production in excess of the amount stipulated in Article [II.B.. such party so
burdened shall assume and alone bear all such excess obligations and shall indemnify and hold the other parties hereto harmless from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

[f any party should hereafter create an overriding royaity, production payment or other burden payable out of production
attributable to its working interest hereunder, or if such a burden existed prior to this agreement and is not set forth in Exhibit “*A™", or
was not disclosed in writing to all other parties prior to the execution of this agreement by all parties, or is not a jointly acknowledged and
accepted obligation of all partie?‘(any such interest being hereinafter referred to as *‘subsequently created interest™ irrespective of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being hereinafter referred
to as “‘burdened party’’), and:

1. 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 free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,
or parties, harmless from any and all claims and demands for payment asserted by owners of the subsequently created interest;
and,

ro

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

ARTICLE IV.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of drilling operations or. if
the Drilling Parties so request, title examination shall be made on the leases andjor oil and gas interests included, or planned to be inciud-
ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding
royalty and production payments under the applicable leases. At the time a well is proposed. each party contributing leases andjor o1l and
gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status
reports), title opinions, title papers and curative material in its possession free of charge. All such information not in the possession of or
made available to Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Operator shall
cause title to be examined by attorneys on its staff or by outside attorneys. Copies of all title opinions shall be furnished to each party
hereto. The cost incurred by Operator in this title program shall be borne as follows:

3 Option No. 1: Costs incurred by Operator in procuring abstracts and title examinaton (including preliminary, supplemental.
shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided trr Exhibic **C ",
and shall not be a direct charge, whether performed by Operator’'s staff attorneys or by outside attorneys.
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ARTICLE IV
continued

X Option No. 2: Costs incurred by Operator in procuring abstracts and fees paid outside attorneys for ttle examination
{including preliminarv. supplemental. shut-in gas rovalty opinions and division order title opinions) shall be borne by the Drilling Parties
in the proporuon that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
hibit “*A"". Operator shall make no charge for services rendered by its statf attorneys or other personnel in the performance of the above
functions.

Each party shall be responsible for securing curauve matter and pooling amendments or agreements required in connection
with leases or o1l and gas interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations or deciarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
This shall not prevent any party from appearing on its own behalf at any such hearing.

No well shail be drilled on the Contract Area until after (1) the title to the drillsite or drilling unit has been examined as above
provided, and (2) the tite has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
ticipate in the drilling of the well.

B. Loss of Title:

1. Failure of Title: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on Exhibit *""A’", the party contributing the affected lease or interest shall have ninety (90) days
from final determination ot title failure to acquire a new lease or other instrument curing the enurety of the title failure, which acquisi-
ton will not be subject to Article VIILB., and failing to do so. this agreement, nevertheless, shall continue in force as to all remaining o1l
and gas leases and interests: and.

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred,
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure;

{b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been lost, but the interests of the parties shall be revised on an acreage basis, as of the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affected by the title failure will thereafter be reduced in the Contract
Area by the amount of the interest lost;

{c) If the proporuonate interest of the other parties hereto in any producing well theretofore drilled on the Contract Area is
increased by reason of the tidle failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in-
terest {less costs and burdens attributable thereto) unal it has been reimbursed for unrecovered costs paid by it in connection with such
well;

{d) Shouid any person not a party to this agreement, who is determined to be the owner of any interest in the title which has
failed, pay in anv manner any part of the cost of operation, development. or equipment, such amount shall be paid to the party or parties
who bore the costs which are so refunded:

fe) Anv liability to account to a third party tor prior production of oil and gas which arises by reason of ttle failure shall be
horne by the party cr parties whose title failed in the same proportions in which they shared in such prior production; and,

(f) No charge shall be made to the joint account for legal expenses. fees or salaries, in connection with the defense of the interest
claimed by any party hereto. it being the intention of the parties hereto that each shall defend title to its interest and bear all expenses in
connection therew:th.

Loss by Non-Pavment or Erroneous Payment of Amount Due: lf. through mistake or oversight, any rental. shutin well

payment, minimum rovalty or royalty payment, is not paid or is erroneously paid. and as a result a lease or interest therein terminates,
there shall be no monetary liability against the party who failed to make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisiton will not be subject to Article VIILB.. the interests of the parties shall be revised on an acreage basis, effective as of the
date of termination of the lease involved, and the party who failed to make proper payment will no longer be credited with an interest in
the Contract Area on account of ownership of the iease or interest which has terminated. In the event the party who failed o make the
required payment shalil not have been fully reimbursed. at the time of the loss, from the proceeds of the sale of oil and gas attributable to
the lost interest, caiculated on an acreage basis. for the development and operating costs theretofore paid on account of such interest. it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previcusly abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of oil and gas, less operating expenses, theretofore accrued to the credit of the lost interest. on an acreage basis,
up to the amount of unrecovered costs;

(b) Proceeds. less operating expenses, thereafter accrued attributable to the lost interest on an acrcage basis, of that portion of
oil and gas thereafter produced and marketed (excluding production from any wells thereafter drilled) which, in the absence of such lease
termination, would be attributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interests; and, -

{c) Any monies, up to the amount of unrecovered costs. that may be paid by any party who is, or becomes. the owner of the interest
lost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

3. Other Losses: All losses incurred, other than those set forth in Acticles [V.B.1. and IV B.2. above. shall be jomt losses
and shall be borne by all parties in proportion to their interests. There shall be no readjustment of interests in the remaining poruon of
the Centract Area.
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

MESA OPERATING LIMITED PARTNERSHIP il be the

Operator of the Contract Area, and shail conduct and direct and have full control of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shall conduct all such operations in a good and workmanlike manner, but it shall

have no liability as Cperator to the other parues for losses sustained or labilities incurred, except such as may result from gross
negligence or willful misconduct.

B. Resignation or Removal of Operator and Selection of Successor:

1. Resignaton or Removal of Operator: Operator may resign at any ume by giving written notce thereof to Non-Operators.

If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator
may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit “*A’" remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effective unul 7:00 o’clock A.M. on the
first day of the calendar month tollowing the expiration of ninety (90) days after the giving of notice of resignation by Operator or action
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, after etfective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate name or structure of Operator or transfer of Operator’s interest (o any single subsidiary, parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shall be selected by
the parties. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor

Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest
based on ownership as shown on Exhibit ""A’", provided. however, if an Operator which has been removed fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit A" remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of emplovees used by Operator in conducting operations hereunder. their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and all such employees shall be the employees of Operator.

D. Drilling Contracts:

All weils drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment 1n the drilling of wells, but its charges therefor shall not exceed the prevailing
rates in the area and the rate of such charges shall be agreed upon by the parties in writing before drilling operations are commenced, and
such work shall be pertormed by Operator under the same terms and conditions as are customary and usual in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

On or before the_ 3151 day of December 19 90 . Operator shall commence the drilling of a well for
oil and gas at the following location:

Jownship 29 North, Range & West
Section 16: W/2

and shall thereafter continue the drilling of the weil with due diligence to g depth of 3310' to the
Fruitland Coal formation.

unless granite or other pracucally impenetrable substance or condition in the hole, which renders further drilling impracucal. is en-
countered at a lesser depth, or unless all parties agree to complete or abandon the well at a lesser depth.

Operator shall make reascnable tests of all formations encountered during drilling which give indication of containing oil and
gas in quantties sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which
event Operator shall be required to test only the formation or formations to which this agreement may apply.
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ARTICLE VI
continued

lf. in Operator's iudgment. the weil will not produce oil or gas 11 paying quantities, and it wishes to plug and abandon the
well as a dry hoie, the zrovisions of Article VLE.L. shall therearter apply.

B. Subsequent Operations:

1. Proposed Operauons: Should any party hereto cesire o drill any well on the Contract Area other than the weil provided

tor 1n Artcle VIA.. or to rework. deepen or plug back a drv hole drilled at the joint expense of all parues or a well jointly owned by all
the parties and not then producing in paying quanuties. the party desiring to drll. rework. deepen or plug back such a well shall give the
ather parties written nouce of the proposed operation. specifving the work to be pertormed, the location. proposed depth, objective forma-
tion and the esumated cost of the operation. The parues recetving such 2 notice shall have thirty (30) days after receipt of the notce
within which 10 noufy the party wishing 1o do the work whether they elect to parucipate in the cost of the proposed operation. If a drill-
ing rig is on location. notce of a proposal to rework. plug back or drill deeper may be given by telephone and the response period shall be
‘imited to fortveignt (48) hours, exclusive of Saturday. Sunday and legal holidavs. Failure of a party receiving such notice to reply within
the period above fixed shall constitute an elect:on by that party not to parucipate in the cost of the proposed operauon. Any notice or
response given by telephone shall be promptly contirmed in writing,

If all parties elect to participate in such a proposed operation, Operator shall. within ninety (90) days after expiration of the notice
period of thirty (30} davs 1or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case mav be), actually commence the proposed operation and complete it with due diligence at the risk and expense of all par-
ties hereto: provided, however, said commencement date may be extended upon written notice of same by Operator to the other parues,
for a period of up to thirty {30) additional days if. in the sole opinion of Operator, such additional time is reasonably necessary 10 obtain
permits from governmental authorities, surface rights (including rightsof-way) or appropriate drilling equipment. or to compiete title ex-
amination or curative maner required for title approval or acceptance. Notwithstanding the force majeure provisions of Artcle XI, if the
actual operation has not been commenced within the time provided (including any extension thereof as specitically permitted herein) and
if any party hereto stll desires to conduct said operation, written notice proposing same must be resubmitted to the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Article VI.B.1. or VIL.D.1. (Option
No. 2} elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this Article, the party ar parties

giving the notice and such other parues as shall elect to participate in the operation shall, within ninety (90) days after the expiration of
the notice period of thirty (30) days (or as promptly as possible after the expiration of the forty-eight (48) hour period when a drilling rig is
on location. as the case mav be) actuaily commence the proposed operation and complete it with due diligence. Operator shall perform ail
work for the account of the Consenting Parties; provided. however, if no drilling rig or other equipment is on location, and if Operator is
a Non-Consenting Party, the Consenting Parties shall either: (a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenting Parties as Operator to perform such work. Con-
senting Parties. when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-
ditions of this agreement.

[f less than all parues approve any proposed operation. the proposing partv, immediately after the expiration of the applicable
notice period. shall advise the Consenting Parties of the toral interest of the parties approving such operation and its recommendation as
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
{exclusive of Saturday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit “*A"" or (b) carry its proportionate part of Non-Consenting Parties interests. and
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-eight {48) hours (inclusive of Saturday. Sunday and legal holidays). The proposing party,
at 1ts election. may withdraw such proposal if there 1s insufficient participation and shall prompty notify all parties of such decision.

The enure cost and risk of conductng such operations shall be borne by the Consentng Parties in the proportions they have
elected to bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates involved.in such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operations of the Consendng Parties.
If such an operation resuits in a dry hole. the Consenting Parties shall plug and abandon the well and restore the surface location at their
sole cost. risk and expense. If any well drilled. reworked, deepened or plugged back under the provisions of this Article results i a pro-
ducer of oil and/or gas in paying quantities, the Consenting Parties shall compiete and equip the well to produce at their sole cost-anid risk.
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ARTICLEVI
conunued
Lid the e shall then e turnea over to Operator and shail be operatea ov it at the expense ana tor tne account of the Consenung Par-
e, Upon commencement ot operauons tor the driling. reworking. deenening or piugeing pack ot anv sucn well bv Consenune Parties
i1 aceoraance witi the provisions ot this Arucie. each Non-Consenung Party snall be deemea to have reunaguished to Consenung Parties.

1l the Consenune Farties shadl own and pe enutied to receve. 1n proporuon to thetr respective mnterests, ail ot such Non-Consentng

2 INSTEOE 11 SUCh SNATE 1S NOL Sod. Lalier GeduChing Proqueiion [@xXes, ¢XCISe taXes, Tevally, overnding rovaitv and other mn-
ests not exceptea by Arncie LD, pavapie out of or measurea by the progucnon Fom sucn wed sccruiny with respect to such mterest

SO reveris spwatl eauar the total of tne 1lowine:

45 lunyn of cacn such Non-Conseaung Party s share of the cost ot anv newlv acquired surtace equipment bevond the wellhead
_onnecuons ancitding, tut not hmited to. stock tanks. separators. treaters. pumpng equipment and piping), plus 100% of each such
Non-Consencng Party’s share of the cost ot operauon ot the weil commencing with tirst proauction and conunuing unui each such Non-
Consenung Partv's reiinguished interest snall revert ot under other provisions ot thus Arucie. it bemmg agreed that each Non-

Consenuny Party’s shire of such costs and equipment will be that interest swnich wouid have been chargeabie 1o such Non-Consenung

Party had it paruaipated 0 the weil trom the bemnning ot the operauons: and

ne_3 Toor that porgon ol e Costs and expenses ol dodling, reworkmg, deepening, plugging budk. tesung and compieung.
aiter deductng any CAn contributions recerved under Artcie VILC. una 3002 ot that portion ot the cost ot newlyv acquired equip-
ment in e weil (o and inciuding tie wedhead connections:, which woutd have been ¢hargeavie to such Non-Consenting Party if it had

aarucipates theren.

e or tne deepemng of ¢ weil shall be deemed an clection net to parucipate in any re-
working or ~.ugging back cperauon proposed in such a4 weil. or poruon thereot. o which the mital Non-Consent election applied that is
conaucted 4t any tme prior 1o tull recovery by the Consenung Partes ot the Non-Consenung Party's recoupment account, Any such

ceworking or pLugging buck operanon conducted duning the recoupment period shall be deemed pur&gg'/%c cost ot operation of said weil
and there snali be added 1o the sums to he recouped by the Consenung Parties one t ukﬁxt&\{/pcrccm )

of that poruon ot the costs of
the reworking or plugeiny back operation which wouid have been chargeabie to such Nan-Consenting Party had it participated therein. If
such a rewerking or plugging back operation is proposed during such recoupment peniod. the provisions ot this Article VIB. shall be ap-

nlicable as petween sa:¢ Censenting Parues in said weil,

Durine the ceriod of ume Consenting Parties are enutied to recetve Non-Consenting Party's share of production. or the
proceeds tneretrom. Consenung Partes snall be responsibie for the pavment of all production. severunce. excise. gathering and other
axes. ana ail covalty, overniding rovalty and other burdens applicable to Non-Consenting Party’s share ot production not excepted by Ar-
acle HID.

In the case ot uny reworking, poapging tack or deeper drilling operation. the Consenting Purties shall be permitted to use. free
b cost, il casing. tubing and other ecuipmentin the weil. but the ownership of ail such equipment shall remain unchanged: and upon
sbandonment ot a well after such reworking. plugging back or deeper drilling, the Consenung Parties shall account for all such equip-
ment to the owners thereol, with each party receiving 1s proporuenate part 1n kind or 1o value. luss cost of salvage.

successful

Within sixev 1003 days alter the/cempienon of any operation under this Article, the party conducting the operauons for the
Consenung Parties shail furnish each Non-Consenune Party with an inventory of the equipment in and connected to the well. and an
nemized statemnent of the cost ot drilling. deepening, plugging back. testng, completing, and equipping the weil for production: or, at its
option, the operating party, in licu of an itemized statement or such costs ot operation. mav submit a detailed statement of monthly bill-
mus. Fach month thereatter. during the ume the Consenung Parties are being reimbursed as provided above. the party conducting the
operations {cr the Consenting Purties shail furnish the Non-Consenung Parries with an wemized statement of all costs and liabilities in-
curred in the eperaticn of the well, together with a statement ot the quanuty of il and eas produced from 1t and the amount of proceeds
realized trem the sale of the well's working mrerest production during the preceding month. [n determming the quantity of oil and gas
produced curing any month. Consenting Parties shall use industry accepted methods such as. but not limited to. metering or periodic
weil tests. Any amount realized from the sale o other disposition of equipment newly acquired in connection with any such operation
which wouig have peen owned bv a Non-Consenung Party had it parucipated therein shall be credited against the total unreturned costs
o1 the worx dene ang of the equipment purchased in determming when the interest ot such Non-Consenting Party shall revert to it as
above provided: and :f there is a credit balance. 1t shail be paid to sucn Non-Consenung Party.

L6 -
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ARTICLE VI
continued

if and wnen wie Consenung FParues recover trom a Non-Consenung Party s reinquished interest the amounts provided for above.
the reiinquished nterssts of such Non-Consenung Party snail automaucaily revert to 1. and. from and after such reversion. such Non-
Consenung Partv snail own the same interest in such weil. the material and equipment in or pertamning thereto, and the production
theretrom as such Non-Consenung Party would have peen enutled to had it parucipated in the dniling, reworxing, deepening or plugging
hack of sata weil. Therearter, such Non-Consenung Party snai be charges with and shall pav 1ts proportionate part of the further costs ot
ine operauon of said well in accoraance witn the terms ct this agreement ana the Accounting Procedure attached hereto.

Notwitnstanding tnhe provisions of this Arucle VEB. 2. 1t s agreea that without the mutuai consent of all parues. no weils shail
ve compieted 1n or produced from a source ct suppiy trom which a well locatea elsewhere on the Contract Area is producing. unless sucn
weil conforms o the then-exisung well spacing pattern tor such source ot supply.

The provisions ot this Article shall have no application whatsoever to the dnilling of the imual weil described in Artcle VI A.
except ta) as o Arucie VILD.1. (Opuon No. 2}, if selectea. or 1b) as to the reworking, deepening and plugging back of such iniual well
after 1t has been drilled to the depth specitied in Arucle VLA :f 1t shall thereatter prove o be a dry hole or. it initially compieted for pro-
ducuon. ceases to produce 10 paving quanuues.

3 Stand-Bv Time: When a weil which has been drilled or deepened has reached its authorized depth and all tests have been
compieted. and the resuits thereot furnished to the parues. stand-by costs incurred pending response [0 4 party’s notce proposing a
ceworking, deepening, plugging back or compleung operaton in such a well shall be charged and borne as part of the driiling or deepen-
ing operaton just completed. Stand-by costs subsequent to all parties responding, or expirauon of the response ume permitted. whichever
tirst occurs. and prior to agreement as to the parucipaung interests of all Consenung Parties pursuant to the terms ot the second gram-
maucai paragraph of Arucle VI.B.2. shail be charged to and borne as part ot the proposed operation. but if the proposal is subsequently
withdrawn pecause ol nsuificient parucipauon. such stand-by costs shall be allocated between the Consenung Parties in the proportion
each Consenung FParty's interest as shown on Exhibit "*A’™" bears to the total interest as snown on Exhibit **A"" of all Consenung Par-
ues.

4 Sidetracking: Except as hereinalter provided. those provisions of this agreement applicable to 1 **Jeepening™" operation shall
1iso be appitcabie to any proposal to directionaily control and intenticnally deviate a well from verucal so as to change the bottom hole
location therein cailed 'sidetracking '), unless done to straighten the hole or to dnill around junk in the hole or because of other
mechanicai difficuities. Any party having the right to partcipate in a proposed sidetracking operation that does not own an nterest in the
atfected weli bore at tne tume of the nouce shall. upon electing to paructpate. tender to the well bore owners its proportionate share (equal
to 1ts wnterest n the sidetracking operation of the value of that portion of the exisung well bore to be uuiized as follows:

a1 If the proposal 1s for sidetracking an existing dry hole, reimbursement shall be on the basis ot the actual costs incurred in
the iniual driifing of the well down to the depth at which the sidetracking operation s initated.

b} [f the proposal 1s for sidetracking a well which has previousiv produced. reimbursement shall be on the basis of the weil's
saivable materials and equipment cown to the depth at which the sidetracking operation s initiated. determined in accordance with the
provisions ot Exhibit "'C'", less the esumated cost of saivaging and the esumated cost ot plugging and abandoning.

In the event that nouce for a sidetracking operatuon is given while the driiling rig to be utilized is on location, the response period
shall be limited to fortv-eight (48) hours. exclusive ot Saturday. Sundayv and legal holidays: provided. however. anv party may request and
recetve up to erght (8) additonal davs aiter expiration ot the fortyeight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. [f more than one party elects to take such additional time to respond to the nouce, stand-
by costs shall be allocated between the parues taking additional ume to respond on a day-to-day basis i the proporuon each elecung par-
tv's interest as shown on Exhibir "' A’ bears to the total interest as shown on Exhibit “"A"" of all the elecung parues. In all other n-
stances the response pertod to a proposal for sidetracking shall be limited to thirty (30) dayvs.

C. TAKING PRODUCTION IN KIND:

Each party shail take in kind or separatelv dispose ot s proporuonate share ot il el und gas produced trom the Contract Area.
exclusive of producuon which may be used in development and producing operauons and 11 preparing and treatng o and gas tor
markeung purposes and production unavoidably lost. Any extra expenditure incurred in the taking in kind or separate disposition by any
pirty ot us proportionate share of the croducucn snall be borne bv such partv. Anv party taking wts share ot productton in kind shall be
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ARTICLE VI
continued

required to pay ior criv itS Proporucnate share ot such part ot Operator s surtace faciities which 1t uses.

Each party shall execute such division Orders and contracts as mav de necessary tor the sale of its interest in producuon from
:ne Contract Area. ana. excer is provided in Arucie VIIB.. shail be enutied to receive pavment airectly rom the purchaser thereot for
its share ot aud proqucuon.

in the event anv oartv snad fail to maxe the arrangements necessarv (o take 1N Kind of separately Aispose Of 1ts Droportionate siare of
:ne ot progucea trom e Contract Area. Uperater shail have the right. sublect 1o the revocation at wiii by the party owning 1. but not
:ne obligauon.  purcnase such oil or selj 1t 1o others at any ume and (rom Ume o tme. tor the account of the non-taking party at the
fest price cctainable 10 e area tor such producuen. Anv such purchase or saie by Operator shall be subtect aiwavs to the right of the
owner Of the producuon [0 exercise at any ume 1ts nignt to take mn kind. or separately dispose ot. its share of all o not previousty
Jelivered to a purcnaser. Any purchase or saie by Operator of anv other party s share ot oul shall be onty tor such reasonable periods of
ime as are consistent with the mummum needs ot the mdustry under the parucular circumstances. dut 10 no event for a period 1n excess
ot one t1) vear.

In the event one of mMore parues separate Qisposion ot its share of the gas causes sphit-stream deliveries (o separate Pipelnes and/or
deliveries wnich on a cav-to-day basts tor any reason are not exactly equal to a party’'s respective proporuonate share of totat gas sales 0
be ailocared to 1t. the balancing or accounung between the respectve accounts of the parues shall be in accordance with any gas balancing
agreement between the parues hereto. whether such an agreement is aztached as Exhibit "E™". or is a separate agreement,

D. Access o Contract Area and [nformation:

Each party shali have access to the Contract Area at all reasonable times. at its sole cost and risk to inspect or observe operauons.
and shall have access at reasonable times to :nformauon pertaining to the development or operation thereof. inciuding Operator s books
ind records relating thereto. Operator. upon request, shall furnish each of the other parties with copies of all forms or reports filed with
governmental agencies, daily drilling reports. weil logs, rank tables. daily gauge and run uckets and reports ot stock on hand at the first of
each month. and shall make avaiiable samoies of any cores or curttings taken trom anv weil drilled on the Contract Area. The cost of
gawlering and turmushing ntormanon to Non-Operator. cther than that specitied above. snall be charged to the Non-Operator that re-
quests e nicrmauon.

E. Abandonment of Wells:

1. Abandonment ot Dry Holes: Except for any well drilled or deepened pursuant to Artcle VI.B.2., any well which has been
drilled or deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be plugged and abandoned
without the consent of ail parties. Shouid Operator. afier diligent effort. be unable to contact any party, or should any party fail to reply
within forryeight (48) hours exciusive ot Saturday, Sunday and legal holidays) after recetpt of notice of the proposal to plug and abandon
such well. such party snad be deemed to have consented to the proposed abandonment. All such wells shall be plugged and abandoned in
accordance with applicable regulations and at the cost. risk and expense of the parties who parucipated in the cost of drilling or deepening
such well. Any party who objects to plugging and abandoning such well shall-avesme—sepmeee~ake over the well and conduct further
operauons n search of oil and/or gas subject to the provisions of Article VI.B.

2. Abandonment of Wells that have Produced: Except for anv well in which a Non-Consent operauon has been conducted
hereunder tor which the Consenung Partes have not been fully reimbursed as heretn provided. any well which has been completed as a
producer shail not be piugged and abandonea withour the consent of all parues. If all parties consent to such abandonment. the weli shall
be plugged and abandoned in accordance with applicable reguiations and ar the cost. risk and expense ot all the parues hereto. f. within
thirty (30) days atter receipt of naouce of the proposed abandonment of any well. all parties do not agree to the abandonment of such well,
those wishing to conunue its operauon trom the intervaifs) of the formauon(s) then open to production shall tender to each of the other
parues its progoruionate share ot the value of the well's salvable material and equipment. determined in accordance with the provisions of
Exhibit "*C™". ess the esumated cost ot salvaging and the esumated cost of plugging and abandoning. Each abandoning party shall assign
the non-abandoning parues, without warranty, express or implied. as 1 utle or as 1o quanuty. or fitness tor use of the equipment and

matertal. all of its interest 1n the well and related equipment, together with 1ts interest in the leasehold estate as to. but only as to. the in-
rerval or intervais of the tormauon or tcrmauons then open to producton. i the interest ot the abandoning party 15 or includes an o} and
gas interest. such party shall execute and deliver to the non-abandoming party or parties an ot and gas lease, itmited to the interval or in-
tervals of the formancen or tormauons then open to producuon. tor a term of one (1) year and so long thereafter as otl andfor gas is pro-
duced from the intervai or intervals of the formation or tormations covered thereby, such lease to be on the form attached as Exhibit

o s
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"B The assignments or ieases so imited shad encompass the “drilling unit’* upon wnich the wetl 1s located. The pavments by. and the

- SSIZNMENts of seases (0. Ne assignees snall be :n 4 rano based upon the reiauonshio ol their respecuve percentage of participanon n the
3 Contract Area to the aggregate ot the percentages of parucipauon 1 the Contract Area of aii assignees. There shal be no reagjustment ot
. interests in the rematning portion of the Contract Area.

Therearter. acandoning parues snall have no turther responstoility. aDilitv, or interest in tne operauon of of production trom
~e well 1 tne inerval ar intervais then ooen otner than the rovalues retained N Jnv ielse mage under the terms ot tis Arucle. Upon re-
C2est, Ueerator spail continue (o operate the assignea weli lor tne acCount ot the non-10anaoning parties it tne rates ana charges con-
-.miplated OV (IS dgreement. Pius any acdiuonal Cost and charges wniCh Mav 4rise 4s the resuit of the separate ownersnip ot the assigned
veil, Upen proposea abandonment O the producing INtervaus: dssigned or ledsed. the assignor or iessor shail then nave the opuon (0
oL CeOUTCNAse LIS PRIOL interest 111 the well (using e same valuauon tormuias and Participate N tUrtner operanens therein supject to the pro-
2 Vislons herect.

i 1 Abandonment of Non-Consent Ocerauons: The provisions of Arucle VIE L. or VLE 2 above shail be appuicabie as between

(snsenung Parces in (e event of the proposed abandonment of any weil excepted trom saig Arucles: provided. however. no weil shall be
= ~ermanentty pitgged and abandoned uniess and unul ail parties having the right to conduct turther operauons theremn have been notified
.t the proposed atandenment and atforded the opportunity to elect ¢ take over the weil 1n accordance with the provisions of this Article

i VIE.

2 ARTICLE VII.
! EXPENDITURES AND LIABILITY OF PARTIES

A.  Liability of Parues:

N The liabiiitv of :ne parues shail be several. not jomnt or collective. Each party shaii be responsible oniy tor 1ts obligations. and
25 snail be lLiadie oniv for its proportionate share of the costs of developing and operaung the Contract Area. Accordingiy, the liens granted
- 1mong the parues in Arncle VILB. are given to secure oniv the debts ot each severaily. [t 1s not the intenuon ot the partes to create, nor

3 ~nail ‘h $ agreement be construed as creaung. 3 mining or other oartnersmo or association. or to render the parues liable as partners.
-y It is not the intention of the parties that this contract is made or intended for

: he benerig third person.
o E Liens and PavmemLDYafam

2 Tach Non-Operator grants to Operator 1 uen upon ws oil and gas rights 1n the Contact Area. and a security interest in s share
3 ot o1l andicr zas when extracted and its inzerest in all equipment. to secure payment o 1ts share of expense. touether with interest thereon
B at the rate provided in Exnibit *C'". To the extent that Operatcr has a security nterest under the Uniform Commerciai Code of the
35 state. Operator shall be enutied to exercise the nights and remedies of a secured party under the Code. The bringing of a suit and the ob-
6 ruming of jucgment by Operator for the secured :ndebtedness shail nct be deemea an eiecuicn ot remedies or otherwise affect the lien
b rights or secur:itv interest as security for the pavment thereof. In addition. upon detault by any Non-Operator 1n the pavment of its share
IR of expense. Operator shall have the right. without prejudice to other rights or remedies. to coilect trom tne purchaser the proceeds from
0

the sale of such Nen"Operator 's share of oil andsor gas unui the amount owed by such Non-Operator. pius interest. has been pad. Each
-0 purchaser snail be enutied to rely upon Operator 's written statement concerning the amount ot any defauit. Operator grants a like lien

-1 and security interest to the Non-Operators to secure payment of Operator's proporuonate share of expense.
+2
13 Il any party fails or 1s unable to pav its share of expense within sixty (00 days after rendition ot a statement therefor by

- Operator. the non-defaulung parues. inciuding Operator. shall. upon request bv Operator. pay the unpaid amount in the proporuon that
the interest of each such party bears to tne interest ot all such parties. Each party so paying 1ts share ot the unpaid amount shatl. to obtain
<0 retmbursement thereof. be subrogated to the security rights described in the foregoing paragraph.

«8  C. Pavments and Accounting:

<9

30 Except as herein otherwise specificallv provided. Operator shall promptdy pay and discharge expenses incurred in the deveiopment
51 and operanon of the Contract Area pursuant to this agreement and shall charge each of the parues hereto with their respective propor-
S2 rtionate shares upon the expense basis provided in Exhibit *"C'". Operator shall keep an accurate record of the joint account hereunder.
53 showing expenses incurred and charges and credits made and received.

54

33

Operator. at its election, shall have the night frem ume to time to demand and receive trom the other parues payment in advance
56 of their respecuve shares of the esumated amount of the expense to be incurred in operauons hereunder during the next succeeding
month. which right may be exercised only by submission to eacn such party Of AN AR IS Sl b it e b LGS DA Sl O G050
58  —swehealr InvolCe for its share thereof. Each such statement and invouce for the payment i advance of estimated expense shall be submitted
39  on or before the 20th day of the next preceding month. Each party shall pay to Operator its proportionate share ot such estimase within
50 fifteen (19) davs after such estimate and invoice 1s received. [f any party fails to pay 1ts share ot said estimate within said time, the amount
61 due shall bear interest as provided in Exhibic **C" unul paid. Proper adjustment shall be made monthly between advances and-ectual ex-
62 pense to the end that each party shall bear and pav its proportionate share of actual expenses incurred. and no more.

63

4 D. Limitauon of Expenditures:

0]

8! 1 Drill or Deepen: Without the consent of all parues. no well shall be drilled or ceepened. exceot anv weil drilled or deepened
07 pursuant to tne previsions of Arucie V1B.20 of tiis agreement. Consent to the dniling or deepening shall include:

H8
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conunuea

X Option Nov 1. A necessary expenaiures o7 e riiing or ceedenmy, esuny, Completing Jnd campping ol the weli. inciuding

necessary lAnKage Jnd or surtace facuiues.

— QOouon No. 2o ML nec. aryvoexpendutures tor cne drihne or ceepening and cestng ot e weil, When suen weil has reacned s
suthorized dentn. and ail tests nave peen completed, And the fesulls merect Ienisned to e daries. Vperator snail vive immediate nouce
2 the Non-Urerdtors wno nave (e rient (o Cartcieate i (e Complenon Costs. The pdries receiving such aotce snail have tortv-eiunt
s>t hours sexciusive Of SUTULAAY. 3Unaav Jnc leval hondavs: in Which 10 ¢rect 10 SUruciDite In INe seting of CJSiNg and the compieton it
“AMPL SUCT eeClion. WACH made. snuil inciude Consent 10 Jil necessary excenditures tor e Completny 4and eawoping of such weil. 1
L.ading necessary tankage und;or surtace aciiues. Falure or 4nv party receiving SUC NOtCe 1o repty within the pertod doove tixed shait
s onsutute d4n election ov that party not o carticipate in e cost of the completion 4ttempt. it one or More. but less than ail of the parues,
clect 1o ser pipe and o Jiempt a compienen. the provisions ot Arucie V1B 2 hereot tthe phrase reworking. deepening oc plueging
~ack’ as contamned in Arucle V1B 2 shail be deemec 1o mciude completny - shail apeiv o the operauons thereatter conaucted by less
:han ail parues.

2. Rework or Plug Back: Without tne consent ot il partes. no well shall be reworked or plueged back except a weil reworked or

riugged back pursuant o 1he provisions of Article VIB.2. of this agreement. Consent to tne reworking or piugging back ot a well shall
inciude all necessary expenditures i conducung such operanons and compieting and equipping ot said wetl. mcluding necessary tankage

.ndior surtace facilitses.

3. QOther Operanons: Without the consent ot ail parues, Operator shail not undertake anv single project reasonabiv estimated
S e - i . -
10 require an expenditure m excess o __:WENTY-TIVe thousand Dollars :3.22,000.00 3

except 1 connecuon with a weil. the ¢niling. reworking. derpening, completing, recompiettng. or piugging back ot which has been

sreviously autnorized by or pursuant to tnis agreement: provided. however, that. in case ot explosion. nre. tlood or other sudden
¢mergency, whether of the same or different nature. Operator may take such steps and ncur such expenses 45 1n 1ts opinion are required
20 deal with the emergency to sateguard ife and property put Operator. 4s promptiy as possiole. shall report the emergency 1o the other
parties, [{ Operator prepares an authority tor expenditure tAFEY for its ewn use. Operator shall furmish anv Non-Operator so requesung
' fteen thousand

. but less than e amount st set rorth above i this paragraph.

JAn miorma[xon Copy tnerect tor anv siniie pre1ect Cosung in excess ot F]
- n

~ ~ . |
Doilars (3_> .00C. G

E. Rentais. Shut-in Well Pavments and Minimum Rovalties:

Rentals. shut-n weil pavments and mimmum rovaites which mav be required under the terms ot any icase shall be paid by the
party or parties who sudjected such lease to this agreement at its or their expense. [n the event two or more partes own and have con-
tributed interests in the same leuse to this agreement. such partes may designate one ot such parties 1o muke said pavments tor and on
behalf of all such partes. Any party mav request. and shall be enutled to recewve. proper evidence of all such pavments. In the event of
falure to muke proper pavment ot any rental. shutn weil pavment or munimum rovalty through mistake or overssght where such pay-
ment is required to cenunue the lease in torce. anv loss which resuits trom such non-pavment shall be borne 1n accordance with the pro-
visions of Articie [V.B.2,

Operator shall nouty Non-Operator ot the anucipated completion ot ¢ shut-n s weil, or the shuttng 1n or return o production
of a producing ygas well. at least tive (31 days rexciuding Saturdav. Sundav and leral helidaysy. or at the earitest opportunity permitted by
circumstances, prior o taking such acuon. but assumes no hability for tailure to do so. In the event of taiture bv Operator to so notify
Non-Operater. the loss of any lease contributed hereto by Non-Operator for tatlure to make umeiv pavments ot unv shut-in well pavment
shall be borne jointiv by the parues hereto under the provisions ot Arucle [V.B.3

F. Taxes:

Beginning with the nirst calendar vear atter the etfectuve date hereot, Operator shall render for ad valorem taxaton all property
subject to this agreement which by law should be rendered for such taxes. and it shall pav all such taxes assessed thereon before they
become delinquent. Prior to the rendition date. each Non-Operator shall furnish Operator information as to burdens fto include. but not
be limited to. royalities, overniding rovaities and production pavments) on leases and oil and gas interests contributed bv such Non-
Operator. If the assessed valuation of any leasehold estate 15 reduced by reason of its being subject to outstanding excess rovalties, over-
riding rovaities or production payments. the reduction in ad valorem taxes resulting therefrom shall inure to the benetit of the owner or
owners ot such leasehold estate. and Operator shall adiust the charge to such owner or owners so as to retlect the benefit of such reduc-
tion. If the ad valorem taxes are based in whole or 1n part upon separate valuations of each partv’s working interest. then notwithstanding
anvthing to the contrary herein. charges to the joint account shall be made and paid by the parties hereto 11 accordance with the tax

value generated by each party's working interest. Operator shall bill the other parties for their proportionate shares ot all tax pavments in
the manner provided in Exhibit **C"".

It Operator censiders any tax assessment improper. Operator mav. at its discreuon. protest within the time and manner
prescribed by law. and prosecute the protest to a tinal determinauon, unless all parties agree to abandon the protest prior to final deter-
mination. During the penaency ot adminsstrative or judicial proceedings, Operator may elect to pav. under protest, all such taxes and anv
interest and penaity. "When any such protestea assessment shall have been tinallv determined. Operator shall pav the tax tor the joint ac-

count, together with anv interest and penaitv accrued. and the total cost shall then be assessed against the parues. and be paid by them. as
crovided in Exhibit "C™

Each party shall pay or cause to be pa:d all production. severance. excise. gathering and other taxes imposed upen or with respect to
the producton or handling ot such par:v's share ot ail andror gas produced under the terms of this agreement.

-10-
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ARTICLE VII
conunued

G. Insurance:

At all umes wnie operauons are conducted hereuncer, Operator shall compiy with the workmen's compensanon law of
‘he state wnere U1e OPeratons ..c being conducted: orovided. however. tnat Operator mav oe a seif-insurer tor hability under smid com-
-nsanion faws N WNiCh event the Oniv charze tnat shail be maae 1o the 101Nt account snaij be as provided in Exhibit *'C™". Cperator shall
.50 Carrv of provide nsurance tor the denent of the 1eint account of the parues as outlined n Exiubit "D, sttacned to and made a part
~oreof. Uperator snail require al contractors engagea 1n work on Of [or tne Contract Area to Comply witR the WOrkmen s compensation
W oI the staie where tNe 0perauons are deng conaucted and to maintain sucn other insurance as Overator mav requure.

{n the event automoniie publiic liabiity mnsurance s specuied in said Exhibir "D or subsequenuy recewves the approval of the
~3rues. no direct charge snail be maae ov Operator tor premiums paid or sucn insurance tor Uperator s aulomouve equipment.

ARTICLE VIIL
ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered Dv this agreement. insolar as thev emorace acreage wn the Contract Area. shail not be surrendered in whole
~r i part uniess all parues consent tnereto.

However. shouid anv party qesire to surrender its interest i any iease or in any poruon thereot. and the other parues do not
aeree or consent thereto. the party desiring to surrender shall assign, without express or imphed warranty ot title. all of its interest in
such lease. or poruon tinereof. and any weid. materiai and equipment wiuch mav be located thereon and anv rights in producton
thereatter secured. to the parties not consenung to such surrender. If the tnterest of the assigning party 1s or includes an ol and gas in-
terest. the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oi and gas iease covering
such oil and gas interest for a term of one 1 1) vear and so long thereatter as oi andfor 2as 1s produced from the land covered thereby, such
lease to pe on the torm attached hereto as Exhibit "*B"". Upon such assignment or lease. the assigning party shall be relieved from all
opligations thereatrer accruing, dut not tnererctore accrued. with respect to the interest assigned or ieased and the operation of any weil
attnibutable thereto, and the assigning party shail have no turther interest in the assigned or leased premises and its equipment and pro-
ducton other than the rovaiues retained in anv lease made under the terms of this Arucle. The party assignee or lessee shall pay to the
party assignor of lessor the reasonable salvage vaiue of the latter's interest in any wells and equipment attriburable to the assigned or leas-
ed acreage. The value or all materiai shail be determined in accordance with the provisions of Exhibit *'C'", less the esumated cost of
salvaging anc the esumated cost ot plugging and abandoning. If the assignment or lcase s in favor of more than one party, the interest
shall be shared by such parties in the proporuons that the interest of each bears to the total interest ot all such parues.

Any assignment. lease or surrender made under this provision shall not reduce or change the assignor’s, lessor's or surrendering
party’s interest as it was immediately before the issignment, lease or surrender in the balance ot the Contract Area: and the acreage

assigned. leased or surrendered. and subsequent operauons thereon. shail not thereafter be subject to the terms and provisions of this
Jagreement.

B. Renewai or Extension of Leases:

If any party secures a renewai ct anv o1l and gas lease supject to this agreement. ail other parties shall be noutied promptly, and
shall have e nieght for a peried of thirtv (30) davs toilowine receint of such nouce 1n which to eiect to parucipate in the ownership of the
renewai iease, 1nsotar as such lease atfects lands within the Contract Area. by paying to the party who acquired 1t their several proper pro-
portionate shares of the acquisition cest ailocated to that part of such lease within the Centract Area, which shali be in proportion to the
interests held at that ume by the parues in the Contract Area.

If some. but less than all, of the parues eiect to parucipate in the purchase of a renewal lease. it shall be owned by the parties
who elect to parucipate therein, 10 a ratio based upon the relationship of their respective percentage o participauon in the Contract Area
to the aggregate of the percentages of parucipauon in the Contract Area of all parues participaung in the purchase of such renewal lease.
Any renewai lease in which less than ail parties elect to participate shail not be subject to this agreement.

Each party who paructpates 1n the purchase of a renewal lease shall be given an assignment ot its proportionate interest therein
bv the acquiring party.

The provistons of this Article shall appiy to renewai leases whether they are for the entire interest covered by the expiring lease
or cover oniy 4 poruon of its area or an interest therein. Any renewal lease taken before the expiration of its predecessor lease. or taken or
contracted for within six (6) months after the expirauon of the exisung lease shall be subject to this provision: but any lease takem-or con-

tracted for more than six (¢} months aiter the exprration of an existing lease shall not be deemed a renewal lease and shall not be subject to
the provisions of this agreement.

The provisions 1n tus Article shail also pe appiicable to extensions ot cil and gas ieases.

C. Acreage or Cash Contributions:

While tnis agreement 15 in torce. U any party contracts for a contribution ot cash towards the drilling ot a well or any other
operation on the Contract Area, such contribution shall be paid to the partv who conducted the drilling or other operadon and shall be
appiied by it agunst the cost of such crilling or other operauon. If the contribution be in the torm ot acreage. the partv to whom the con-

tribution 1s made shail promotly tender ar. assignment of the acreage, without warranty ot title. to the Drilling Parties i the proportions

it b
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ARTICLE VIO
continued

.na Drilling Parues snarea the cost of ériiling the wetl. Such acreage shail become a separate Contract Area ana. to the extent possiple, be
Jovernea ‘m} provistons ienucai 1o this agreement. Each party snail prompuy nouty all other parues of anv acreage or cash contniputions
1 May obtain 1 support ot any weil or anv otler operation on the Contract Area. The above provisions shail also be appiicable to op-
:onal rights to earn acreage outside the Contract Area wnich are 1 support or 1 weil drilled insige the Contract Area.

!f anv partv contracts 1or anv Consideration refaung (O disposituon Ol Such Party § snare ot suostances oroauced hereunacer. such
_:nsideraucn snal not be deemed a conuipuuon as contemplatea m s Aructe VILC

2. Maintenance ot Uniform Interest:

For the ourpose 0 mamntanng LGNUOTMItY Ol OWNErsnp 1N (Ne Ol 4na 2as ieasenold Interests coverea Dy this agreement. no
~arty snad seil. encumper. transter or maxe other disposiuon of s mnterest 10 the leases emoracea within the Conuract Area ang in wells.
~quipment anc oroduction uniess SUca aispesition covers ether:

i. the enure mrecest ot the party n all leases and equipment and producuon: or
2. an equa: unavided interest in ail leases and equipment and proauction in the Contract Area.

Everv sucn sale. encumbrance. transter or otaer disposiion made by anv party shall be made expressiv subiect to this agreement
«a shatd be mage without prejudice to tne right ol the otner partes.

lf. at anv ume tne interest of any party s divided among and ownea dDv tour or more co-owners, Uperator. at its discrenon. may
reauire such co-owners to appoint a single wustee or agent with full authority to receive nouces. approve expenditures, receve piilings for
.nd approve ana pay sucn party's share ot the toint expenses. and to deal generailv with. and with power to bind. the co-owners of such
~arty’s interest within the scope of the ceerations embraced :n this agreement: however. ail such co-owners shall have the nignt to enter
110 ana execute ail contracts or agreements tor the disposition of their respecuve shares ot the ol and gas proauced from the Contract
\rea ana thev snail have the right to receive. separateiv. payment ot the sale proceeds thereor.

2. Waiver o1 Rights to Partition:

If permitzea by the laws of the state or states in which the property covered hereby 15 located. eacn party hereto owning an
undided interest in the Contract Area warves any and all rights it may have to partition and have set aside to w1 severaity its undivided
ierest therein.
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Area. wshall promptiy give written nouce to the other parues, with full informaucn concerning its proposed sale. whi
name and address ot the prospective purchaser (who must be ready, willing and able to purchaser, t ¢ orice. and all other terms
ot the otfer. The other parues shall then have an optionai prior right. for a period avs atter receipt of the nouce. to purchase
on the same terms and conditons the incerest which the other ng Ses to seil: and. u this optional right is exercised. the purchas-
:ng parties shail share the purchased interest in 15 TTrtions that the interest ot each bears to the total interest of all purchasing par-
ites. However, wnere shail be Erual right to purchase in tnose cases where any party wishes o mMortgage its interests. or to

Jispose Ol its ;232 V merger, reorganization, consohdation. or saie of all or substanuaily ail of its assets to a subsidiary or parent com-
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement 1s not intended to create. and shall not be construed to create. a refationsiip of partnersiip or an association
for prouit between or among the parues hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are several
and not joint or codective. or tnat this agreement and operations hereunder shail not consttute a partnership, if. for federal income tax
purposes, this agreement and the operations hereunder are regarded as a partnership. each party hereby atfected elects to be exciuded
from the applicauon ot ail of the provisions ot Subchapter "K'*. Chapter i. Subutle "'A™". of the Internai Revenue Code ot 1954, as per-
mitted and autherized by Section 761 of the Code and the reguiations promuigated thereunder. Operator 15 authorized and directed to ex-
ecute on behalf of each party hereby affected such evidence ot this election as mav be required by the Secretary of the Treasury of the
United States or the Federai Internal Revenue Service. including speaificallv. but not by wav of limitation. ail of the returns. statements.
and the data required by Federal Regulations 1.761. Should there be anv requirement that each party hereby atfected give further
cvidence of this election. each such party shall execute such documents and furnish such other evidence as mayv be required-by the
Federal Interna: Revenue Service or as may be necessary to evidence this election. No such party shail Rive anv nouces or take any other
acton inconsistent with the election made hereby. [f anv present or future tncome tax laws ot the state or states in which the-€ontract
Area is located or anv tuture income tax laws of the United States contatn provisions sumilar to those in Subchapter K", Chaper |,
Subtitle **A " of the Internal Revenue Code of 1954, under which an eiecuion simuiar to that provided bv Section 761 of the Code’is per-
mutted. each partv heredv atfected shall make sucn election as mav be permitted or required by such laws. In making the toregoing etec-

UON. each sucn oarty states that the income derived by sucn party trom operations hereunder can e adequaterv determined without the
COMDULation Of oartnersaip taxaole income. ‘

2]
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settie anv singie uminsurea third party damage claim of SUIt AMSINR ITOM operauons nereunder if the expenditure

laes not exceed____ 2N_Thousand ang@ no/{00----===-====~=-=~ S oS mmemTmommm e mmmmm = Nollars
::0.000.C0

£2Qs the JDove amount. the parues nereto snall assume ana take over the turtier Nandung ot the cialm or suil. unless sucn zumonw s

:nd i the pavment is in complete settiement Of SUCH Claum or suxt. if the amount required for settiement ex-

iclegatea to Uperator. All COSIS ana expenses of nanalng, serting. or owlerwise disCNareing such ciaim or suit shail be at the joint ex-
oense of the partes DaruCcipaung 1N e coerauon rom wnich the ciaim or swit arises, If a claim 15 made against anv party or if any party 1s
“UeQ On 3CCOUnNt Of any MArter ansing trom oPeraucns Nereunaer over wnich such individual has no control because ot the rights given
Operator py this agreement. such party shail immeaiateiv nouty all other parues. and the ciam or suit shail be treatea as any other ciaim
OF SUIL INVOIVING Operaucns nereunaer.

ARTICLE XL
FORCE MAJEURE

If anv party 1s rendered unabie. whoilv or 1n part. bv force maseure to carry out its obligauons unger this agreement. other than
the obligation to make monev pavments. tnat party shall give to all other parues prompt written ncuce ot the force majeure with
reasonabiv tull parucuiars concerning 1t tnereupon. the ooligauons of the partv giving tne nouce. so tar as thev are arfected by the force
mueure. snail be suspended during, but no onger than. the conunuance of tne force majeure. {he aitected party shail use ail reasonable
Jiilgence 1o remove the torce mateure situauon as quickly as pracucable.

The recuirement that any torce maweure shall be remedied with all reasonabie dispatcn shall not require the settlement of strikes,
lockouts. or other labor ditficuity by the party invoived. contrary to 1ts wishes: how all sucn difficulues snail be handied shall be enurely
within the discretton ot the party concerned.

The term ““force majeure . s here emplovea. shail mean an act ot God. strike. iockout. or other industrial disturbance, act of
the puolic enemv. war. blockade. pupiic niot. iightnme. ure. storm. tlood. expiosion. governmental acuon. governmentai delav, restraint
or nacuon. unavadability ot equipment. and anv other cause. whether ot the kind specincallv enumerated above or otherwise, which is
not reasonadbly within the control ot the party clarming suspension.

ARTICLE XIL
NOTICES

All nouces authorized or required between the parues and required bv anv of the provisions of this agreement. unless otherwise
speciticallv provided. shall be gtven in wriung by mail or telegram. postage or charges prepaid. or by telex or telecopier and addressed to
the parues to whom the nouce s given at the addresses listed on Exhibit "*A™". The originaung nouce given under anv provision hereof
shall be deemed given oniv when received by the party to whom such nouce is directed. and the time for such party to give anv notice in
response thereto shall run trom the date the originating nouce s recetved. The second or any responsive nouce shall be deemed given
when deposited in the maii or with the telegraph company. with postage or charges prepaid. or sent by telex or telecopier. Each party
shall have the right to change uts address at any ume, and from ume to time, bv giving written notice thereot to ail other parues,

ARTICLE XIII.
TERM OF AGREEMENT

This agreement shall rematn in full force ana effect as o the ol and eas leases andior ol and gas interests subsect hereto for the
period ot ume seiected below: provided. however. no party hereto shall ever te construed as having any right. utie or interest in or to any
lease or il and Ras interest contributed bv any cther party bevond the term of this agreement.

— Option No. 1: So long as any of the oil and gas ieases subject to this agreement remamn or are conunued in force as to any part
of the Contract Area. wnether bv production. extension. renewal or otherwise.
X Option No. 2: In the event the weil descriped in Article VLA or any subsequent well drilled under anv provision of this
agreement. resuits n production ot oil and-or gas in paying quantiues. this agreement shall continue in force so iong as anv such well or
wells produce. or are capaole of production. and for an additionai period of _9_(_)__ days from cessation of all production: provided.
however. 1f. prior to the expiration of such acditional period. one or more of the parues hereto are engaged in drilling, reworking. deepen-
ing, plugging back. testing or attempting to complete a well or weils hereunder. this agreement shall conunue 1n force untl such opera-
nons have been comopleted and if producuon results therefrom, this agreement shail continue in force as provided herein. In the event the
well described 1n Article VILA.| or any subsequent weil drilled hereunder. results 1 a dry hole. and no other weil is producing, o';capable
of producing oil and/er gas trom the Centract Area. this agreement shall termiate unless drilling. deepenine. plugging back or rework-
ing operations are commenced within °0 Jays from the date ot abandonment ot said well.

It is aereed. however. that the termiauon of this agreement snail not reiieve anv partv hereto trom anv liability which has
dccruea or attached prior to the date ot such termination.

[W¥]
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

\. Laws. Rezujauons ana Ore..s:
TUUS agreement Snuadl De suDect (0N COnServanon 1wws of the stIle N WICH INe LUnRiract Ared 1s wocated. o e vaid ruies.

JULAUONS. 4Ny araers Of Gny Ul CONSUIEIeE reguidtory pody O sdid SsUWLe: 2nid (0 atl otier aprneabie lederal, stite, and tocat laws. or

.idngces. rules, regQuianons. And oracrs.

3. Goverming Law:

This agreement ana ail matters pertaiming nereto. nciuding. put 0O UMited o, MATers of derlormance, non-pertormance. breach.
fomeates. procecures. riphnts. duties and interpretauon or construction. snhail be vovernea ana cetermined dv the law of the state 1n which

me Contract Area s iocateg. if the Contract Area ts in two or more states. (Ne iaw ot the state vt New Mexico

all govern,
C. Regulatory Agencies:

Nothing nerewn contamea shall wrant. or ne construed to urant, Uperator e rgnt or Juthofty 10 waive or reiease anv rights,
sriviieges, or obligauons wiich INON-AUDerators May nave under lederal Or State lws of under ruies, resulatons or orders promuigated
411der such laws m reterence o oti. vas ana minerai coerauons. inciuding the locauon, operation. or producton ot weils. on tracts otfset-
mng or aglacent to tne Contract Area.

With respect 10 cperations hereunaer. Nun-Operators agree to reiease Uperator trom anv and ull losses. uamages. inures. claims
ind causes Of acUeN arising out of. incident to or resuiting directiv or inairectiy rrom Uperator s interpretauon or appiication of rules.
cuungs. regulations or orders ot the Denartment ot Energy or predecessor or successor agencies to the extent sucn interpretation or ap-
“ucauon was maade 1n good taun. Each Non-Uperator turtiier agrees (0 reimourse Uperator 1or any amounts unpucabdle 1o sucn Non-
CJperator s share ol DTOQUCHON that Unerator mav be required 1€ refund. rebate of pav Js A Festit of SUCh an 1ncorrect interpretation or

Lhpucauon. togetner witn nterest ANd penaities thereon owing oY Operator 4s 4 resuit o! such INCOorrect interpretation or uopncation.

Non-Operators authorize Operator to prepare und submit sucn documents as mav be required to be supmutted to the purchaser
-1 anv crude oil soid hereunaer or 1o any other person or enuty pursuant 1© the requirements ot the " Crude Qi Windfail Profit Tax Act
ot 1980™". 1s same mav dbe amended {rom nme to ume ¢ Act L and anv vaiid resulations or ruies which mav oe 1ssued by the Treasury
Department from ume to nme pursuant to said Act. Ezch party hereto aurces to turnish anv and all certiticatons or other information

which is required to be rurnisnied dbv sud Act i oa umely manner and i suticient detail to permit compiiance with said Act,

ARTICLE XV.
OTHER PROVISIONS
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ARTICLE XVT.
MISCELLANEOUS

This agreement soal be  ~cung upon anda snail inure o (e denent of tNe DIrues NETeto ana (0 el respecuve hewrs. devisees.

WAl feprasentauves. sucliessors and assians.

This nsUrument Mayv Oe executed N anv NUmoer ¢l Counterparts. ach of »mcn Snau De considered an crizinal 1or ail purposes.
™ o 7 : 90
N WITNESS WHEREQF. this agreement snad be ettective as ol < Zav oot ~UgustT 9
OPERATOR

MESA OPERATING LIMITED PARTNERSHIP

Bxigi;jijZEJijrapinu Co., General Partner
badpy Pl
. n

Richara 4. Petrie
Manager-tand & Acauisitions .

NON-OPERATORS

AMOCQO PRODUCTICH COIPANY

WEST TIMBERS LIMITED PARTHNERSHIP

NORTH TIMBERS LIMITED PARTIWEZRSHIP

CAST TIMBERS LIMITED PARTNERSHIP

MIZEL RESQURCES

LEE WAYHE 100RE ARD JOANH HMONTGOMERY
MOORE, TRUSTEES, 1O0RE LOYAL TRUST

PAUL UMBACH

TEXACO INC.

€o

10C0, LIC.

TOC ROCKY MOUNTAINS, INC.




Amoco ?Production

SXHIBIT "A"

\

Township 29 North, Ranae 8 West

Comr~ny, Texaco inc.,
nc., “izel Resources, Lee Wayne HMoaore
Timbers Limited Partnersnip, =:£ast Timbers
Umbach, ana West Timbers Limited Partnersnip, as Non-Uperators.

Section 16: W/Z
San Juan County, Mew Mexico

(2) Restriction, if any, as to depths

to the pase of the Fruitland Coal

Mesa Operating Limited Partnership

Amoco Production Company

Texaco Inc.

Conoco, Inc.

TOC Rocky Mountains, Inc.

Mizel Resources

Lee Wayne Moore & JoAnn Montgomery
Moore

North Timbers Limited Partnership

East Timbers Limited Partnership
Paul H. Umbach

West Timbers Limited Partnersnip

(4) Addresses:

Mesa Operating Limited Partnershnip
P. 0. Box 2009
Amariilo TX 79189-2009

Amoco Production Company
P. 0. Box 800
Denver CO £0201-0800

Texaco Inc.
P. 0. Box 2100
Denver CO &0201-2100

Conoco, Inc.
3817 Horthwest Expressway
Oklahcma City 0K 73112

TOC Rocky Mountains, Inc.
6162 So. willow Drive Suite 3C0
Englewood CO 80155

Mizel Resources
6560 £. 41st Street
Tulsa 0K 74145

Attached to and mage a part of that certain Operating Agreement dated May 1,
1990, by ana between Mesa Operating Limited Partnership as Operator and
Conoco, Inc., TOC Rocky Mountains,
ana JoAnn Montgomery HMoore, Horth
Limited Partnersnip, “aul H.

) Identification of lanas subject Lo agreement:

formations: From the surface
formation.

Percentages or fractional interest of parties to this agreement:

25.00%
33.21%
25.00%
6.25%
6.25%
1.40%

1.13%
.97%
.33%
3%
.15%

Lee Wayne Moore & JoAnn Montgomery
Moore

403 N. Marienfeld

Midland TX 79201

North Timbers Limited Partnership
East Timbers Limited Partnership
West Timbers Limited Partnership

c/0 Cross Timbers Production Company
Suite 2000 W.T. Waggoner Bldg.

810 Houston Street

Fort Worth TX 76102

Paul H. Umbach
P. 0. Box 1797
Boulder CO 80206
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EXHIBIT Lo

“ttached to and maae a partof ~1at _Cerrain Joeratingd Agreement dated {lay 1, 1990
DY/ _and between Mesa Uper-cting Limiteag Partrnersnib, 45 Uperator, ing Amoco Production

“ompanvy. .est Timbers Limired Partnersnip, north Tiwbers Limited Partnersnip, East Timbers

Cimited Parrnershin, ‘izel Resources. Lee Wavne Moorg ana Jodnn dontgomerv Moore, Trustees,

sore Loval Trust, Paul Umbach. Texaco Inc., oonoco. iuc. ona [CC Rockv llountains, Inc., as
-Jperators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

[. GENERAL PROVISIONS

1. Definitions

~Joint Property” shail mean the real and personai property supbject to the agreement to which this Accounting Procedure
15 attacned.

“Joint Uperations” shall mean ail cperations 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 recetved in the conduct of the Joint Opera-
tions and which are to be shared bv the Parties.

“Operator” shall mean the party designated to conduct the Joint Operations.

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

“Parties” shall mean Operator and Non-Operators.

“First Levei Supervisors” shall mean those employees whose primary function in Jjoint Operations is the direct supervision
of other empiovees andsor contract iabor directiy empioved on the Joint Property in a fieid cperating capacity.
“Technicai Empiovees” shall mean those empiovees having spectai and spectlic engineering, geological or other profes-
sionai skills. ana whose primary function in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personai Expenses” shall mean travel and other reasonable reimbursabie expenses of Operator’s employees.
“Materiai” shall mean personai property. equipment or suppiies acquired or neid for use on the Joint Property.
“Controtlabie Materiai” shall mean Material whicn at the time 1s so classified in the Materiai Classification Manual as
most recentlv recommended by the Council of Petroteum 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 tne preceding month. Such bills wiii be accompanied by statements wnich identify the authority for expenditure.
lease or facility. and all charges and credits summarized by appropriate ciassifications of investment and expense except

that items of Controliable ¥Matertai and unusual charges and credits shall be separately identified and fully described in
detail.

3. Advances and Payments by Non-Operators

A.  Unless otherwise provided for in the agreement, the Operator may require the Non-Operators to advance their
share of estimated cash outlay for the succeeding month's operation within fifteen (13) davs after receipt of the bill-
ing or by the first day of the month for wnich the advance is required. whichever 1s iater. Operator shall adjust each
monthly billing to reflect advances received from the Non-Uperators.

B.  Each Non-Operawr shall pay its proportion of all bills within fifteen (13} davs after receipt. If pd?mem 1s_not made
within sug n time. the unpaid balance shail bear interest monthly at the prime rate in eifect at 1 €XdS _(ommerce
8dank, Souston, iexas on the first day of the month in which delinquency occurs plus 1% or the maximum
contract rate permitted by the applicable usury iaws in the state in which the Joint Property is located. whichever

is the iesser. pius attorney's {ees. court costs, and other costs in connection with the coilection of unpaid amounts.

1. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof:
provided. however. all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) montns following the end of any such calendar vear.
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes ciaim on
(Jperawr for adjustment. No adjustment favorable to Uperator snall be made uniess it is maae within the same prescribed

period. The provisions of this paragrapn shail not prevent adjustments resuiting frrom a pnysicai invenwry of Controllable
Materiat as provided for in Section V.

COPYRIGHT® 1985 by the Counctl of Petroleum Accountants Societies.




3. Audits

A. A Non-Operator. upon notice in writing to Uperator and all other Non-Operators. shall have the right to audit Opera-
tor's accounts and records relating to tne Joint Account for anv cajenaar vear within the twenty-four (24) month
nerioa followine the end of such calendar vear: provided. however, the maxing of an audait shall not extend the time

‘or the taking of written exception 1o and the adiustments of accounts as provided for in Paragraph 4 of this Section

¢

. Where tnere are two or more Non-Uperators. the Non-Operators snail make everv reasonabie effort to conduct a
Gint audit in 2 manner wnich will resuit in a minimum of inconvenience o the f)perator. Uperator snail bear no por-
vion of the Non-Uperators audit cost incurred under tnis paragrapn untess agreed o by the Uperator. The audits
snall not be conducted more than once eacn vear without prior apdroval of (Jperdtor. excedt upon the resignation or
removal of the Operator. and shail be made at tne expense of those Non-Uperators approving such audit.

B.  The Operator shall reply in writing to an audit report within 150 davs after receipt of such report,

5. Approval By Non-Operators
Where an approvai or other agreement oi the Parties or Non-Operators s expressiv required under other sections of this
Lecountung Procedure and if the agreement to which this Accounung Procedure 1s attached contains no contrary provisions

‘n regard thereto. Uperator shall notify all Non-Operators of the Uperator’s proposal. and the agreement or approval of
4 majority in interest of the Non-Operators snail be controiling on ail Non-Uperators.

II. DIRECT CHARGES
tiperator shall charge the Joint Account witn the following items:
1. Ecological and Environmental
Uosts incurred for the penefit of the Joint Propertv as a resuit of wovernmental or requiatory requirements 1o satisfv environ-

mentai considerations applicadbie to the Joint Operations. Such costs may inciude surveys ot an ecological or archaeological
nature and pollution controi procedures as required by applicable laws and reguiations.

i<

Rentals and Rovalties
[Lease rentals and rovalties paid by Operator for the Joint Operations.

3. Labor

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

(2) Salaries of First Level Supervisors in the field.

(3) Salaries and wages of Technical Emplovees directly emploved on the Joint Propertv if such ¢harges are excluded
from the overhead rates.

(4} Salaries and wages of Technical Emplovees either temporariiy or permanently assigned to and directly emploved
in the operation of the Joint Property if such charges are excluded from the overnead rates.

B. Operator's cost of holiday. vacation. sickness and disability benefits and other customary allowances paid to employees
whose salaries and wages are chargeable w the Joint Account under Paragrapn 3A of this Section II. Sueh costs under
this Paragraph 3B may ve charged on a "when and as paid basis” or by “percentage assessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section . If percentage assessment
is used. the rate shall be based on the Operator’'s cost experience.

Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section [1.

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

4. Employee Benefits

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

3. Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section V. Onlv such Material
<hall be purchasea for or transferred to the Joint Property as mayv be required for immediate use and is reasonablv practical
and consistent with efficient and economical operations. The accumuiation of surplus stocks shall be avoided.

6. Transportation

Transportation of empioyees and Material necessary for the Joint Operations but subject to the following timitations:
A, If 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 Propertv unless agreed to by the Parties.

i
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14.

B. If surpius Material is moved to Operator's warehouse or other storage point. no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where itke material is normally
available. or railwayv receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Uperator. unless agreed to by the
Parties.

. In the appiication of subparagrapns A ana B above. the option to equaiize or cnarge actuat trucking cost is available
vnen tne acwual cnarge is 3400 or 1ess exctuding accessorial cnarwes. ['he 3400 wiii be waiustea to the amount most
recentiv recommended bv the Councii of Petrofeum Accountants Societies.

services

The cost of contract services, equipment and utilities provided by outside sources. except services excluded by Paragraph
10 of Section [I and Paragraph i. ii. and iii. of Section I1I. The cost of professionai consuitant services and contract ser-
vices of technical personnel directlv engaged on tne Joint Property if such charges are exciuded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property snali not be charged to the Joint Account uniess previousty agreed to by the Parties.

Equipment and Facilities Furnished By Operator

. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance. repairs, other operating expense.
insurance. Luxes. acprecialiqn and interest on wrross investment less accumulated depreciation not to exceed

welve percent {4 .} per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Properuw.

B. Inlieu of charges in paragraph 84 above. Operator mav elect to use average commercial rates prevailing in the immedi-
ate area of the Joint Property less 20%. For automotive equipment. Uperator may elect to use rates published by the
Petroleum Motor Transport Association.

Damages and Losses to Joint Property

A'l costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
imeurred by fire. flood, storm. theft. accident, or other cause. except those resulting trom Operator’s gross negligance or
willful misconduetr. Operator shall furnisn Non-Operator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Uperator.

Legal Expense

Costs and expense of handling, investigating and settling litigation or claims, discharging of liens, payment
of judgments ang amounts paid for settlement of claims incurred in or resulting from operations under the
agreement oOr necessary to protect or recover the Joint Property, and the costs and expenses incurred in con-
nection with hearings and other matters before governmental bodies and agencies and costs and expenses in-

curred in examining and curing title, except that no charge for services of Operator's legal staff shall be
made.

Taxes

Al taxes of every kKind and nature assessed or levied upon or in connection with the Joint Preperty. the operation thereof.
or the production therefrom. and which taxes have been paid by the Operator for the benetit of the Parties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each parwv's working interest. then notwithstanding
anvthing to the contrary herein. charges to the Joint Account shall be made and paid bv the Parties hereto in accordance
with the tax value generated by each party’s working interest.

Insurance {See Exhibit "D" attached)

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 mayv act as seif-insurer for Worker's Compensation and/
or Empilovers Liabilitv under the respective state's laws, Operator may. at its election. include the risk under its seif-
insurance program and in that event, Operator snall include a charge at Operator’'s cost not to exceed manual rates.

Abandonment and Reclamation

(Costs incurred for abandonment of tne Joint Property. including costs required by governmental or other regulatory
authoriy.

Communications

(ost of acquiring, leasing. installing. operating. repairing and maintaining communication svstems, including radic and
microwave factlities directy serving the Joint Property. In the event communication facilities: svstems serving the Joint
Property are Uperator owned. charges 1o the Joint Account shall be made as provuded in Puragrapn 8 of this Section L.

Other Expenditures

Anyv other expenditure not covered or dealt with in the foregoing provisions of this Section 1. or in Section III and which

is of direct benefit to the Joint Propertv and is incurred by the Operator in the necessary and proper conduct of the Joint
(Operations.

iy
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III. OVERHEAD

Overhead - Drilling and Prudue:ng Operations

[.  As compensation for administrative. supervision. oifice services and warenousing costs. Uperator shall charge drilling
and producing operations on eitner:

{ X) Fixed Rate Basis. Paragraon 1A. or
{ ) Percentage Basis. Paragrapn 1B

Unless otherwise agreed to by the Parties. such charge shall be in iieu of costs and expenses of all offices and salaries
or wages plus appiicabie burdens and expenses of all personnel. except those directly chargeable under Paragraph
3A. Section II. The cost and expense of services from outside sources in connection with matters of taxation. traffic.
aceounting or matters before or involving governmental agencies shall be considered as inciuded in the overhead rates
provided for in the above seiected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

ii. The salaries. wages and Personal Expenses of Technical Emplovees and/or the cost of professionai consultant services
and contract services of technical personnel directly empioyea on the Joint Property:

() shall be covered by the overhead rates. or
{ X} shail not be covered by the overhead rates.

1il. The saiaries. wages and Personal Expenses of Technical Empiovees andsor costs of professional consuitant services
and contract services of technical personnei either temporariiy or permanentiv assigned to and directly employed in
the operation of the Joint Property:

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

A. Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate 3831
(Prorated for less than a {ull monutn)

Producing Well Rate § 382

{2) Application of Overnead - Fixed Rate Basis shall be as follows:

{a) Drilling Well Rate

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

(2) Charges for wells undergoing anv type 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 date of rig
or other unit release. except that no charge shall be made during suspension of operations for fifteen
15} or more consecutive calendar dayvs.

(b) Producing Well Rates

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

(2} Each active completion in a multi-completed well in which production is not commingied down hole shall
pe 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 considered as a one-well charge providing the gas weil is directly connected to a permanent sales
outlet.

14} A one-well charge shall be made for the month in which plugg‘mg‘énd abandonment operations are com-
pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well rate appiies.

{57 All other inactive wells {including but not limited to inactive wells covered by unit allowable. lease allow-
able. transferred ailowable. etc.) shall not qualify for an overnead charge.

{3) The weii rates shall be adjusted as of the first day of April each vear following the effective date of the agreement
to which this Accounting Procedure is attached. The adjustment shall be computed by muitiplving the rate cur-
rentiv 1n use by the percentage Increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the last calendar vear compared to the calendar vear preceding as snown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States
Department of Labor, Bureau of Labor Statistics. or the equivalent Canadian index as published by Statistics

Canada. as applicable. The adjustea rates shall be the rates currentiy in use. plus or minus the computed ad-
justment.

B. Overhead - Percentage Basis

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

-4-

iy

"See Schedule [ Attacned hereto and made a part hereof
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iy

Percent { %) of the cost of development of the Joint Property exclusive of costs provided
under Paragrapr. .0 of Section I and all salvage credits.

fa) Deveiopment

‘b) Operating

Percent %) of the cost of operauing the Joint Property exciusive of costs provided under
Paragrapns 2 and 10 of Secuon II. all salvage credits. the vaiue of injected substances purchased for secondary

recovery and all taxes and assessments which are ievied. assessed and paid upon the minerai interest 1n and
wo the Joint Property.

i2) Application of Overhead - Percentage Basis shall be as follows:

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, development
shall inciude ail costs in connection with drilling, redrilling, deepening. or any remedial operations on any or ail
wells invoiving tne use of drilling rig and crew capable of driiling to the producing interval on the Joint Prop-
erty: also. preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
‘vhen the weil is not compieted as a producer. and original cost of construction or instailation of fixed assets. the
expansion of fixed assets and anv other project clearly discernible as a fixed asset, except Major Construction as
defined in Paragrapn 2 of this Section [II. All other costs shall be considered as operating.

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and instailation of fixed assets, the expansion of
fixed assets. and any other project clearly discernible as a fixed asset required for the deveiopment and operation of the
Joint Property. Operator shall either negotiate a rate prior to the beginning of construction. or shai} c&mag}geobhe Joint

Account for overnead based on the following rates for any Major Construction project in excess of $¢5.,000.00 .

A3 % of first $100.000 or total cost if less. plus

B. ___E________ 4 of costs 1n excess of $100.000 but less than 31.000.000. pius
9

C. = _"of costs in excess of $1.000.000.

*

Total cost shail mean the gross cost of any one project. For the purpose of this paragraph. the component parts of a singie

oroject shall not be treated separately and the cost of drilling and workover weils and aruficial lift equipment shall be
excluded.

Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resuiting from a single occurrence due
to oil spill, blowout. expiosion. fire, storm. hurricane. or other catastrophes as agreed to by the Parties. which are necessary
to restore the Joint Property o the equivalent condition that existed prior to the event causing the expenditures, Operator

shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:

A 2 % of total costs through $100.000: plus
B. ____3____ % of total costs in excess of $100.000 but less than $1.000.000: plus
C. 2 % of total costs in excess of $1.000.000.

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

Amendment of Rates

The overhead rates provided for in this Section [II may be amended from time to time only by mutuai agreement betweeu
the Parties nereto if, in practice. the rates are found to be insutficlent or excessive.

*When design and engineering is furnished by third party contractors and charged to
the Joint Account, the construction overhead charges on praojects in excess of
$25,000.00 snall e 1-1/2% of total cost.




New Material (Condition A)

1)

(Y}

Tubuiar (soods Uther tnan Line Pipe

) Tubuiar gooas. sized 24, incnes U ana larger. except (ine nine. snall be oricea at tastern miit pubiished

)

)

ri0ad DAse Drices erfective as of ale of movement DIUS LTINSDOration ¢nst using tne 34.000 nouna cartoad
Al DASIS [0 LNe FRAIWAY receiving point nearest [RC JoOint Craperty or wnicn nuonshea raii rates tor
“inutar wooas exist. LI the s0.000 nouna ran rate 1$ not offerea. trne 1000 nouna or #4000 pouna ratt rate
v pe used. Freignt cnarges [or tuning Wil be calcuiatea from Lorain. Uhio ana casing trom Youngstown.
fno.

For grades wnich are spectal w0 one miii oniv. prices snatl be computea at the mii base of that miii plus trans-
HOrtation cost [rom tnal miti 1o the ratiwav receiving point nearest the joint Propertwv as provided above in
Paragrapn 2.4.(1)(a). For transportation cost trom points otner tnan tastern miiis. the 30.000 pound Oil Field
Haulers Association tnterstate truck rate snaii be usea.

Special end finish tubuiar goods shail be priced at the lowest pubpiished out-of-stock price. f.o.b. Houston.
Texas. plus transportation cost. using Uil Field Haulers Associauion interstate 30.000 pound truck rate. to
he ratiwayv receiving point nearest the Joint Properuy.

Vacaron: wbing (size less than 2% inch UD) shail be nriced at the iowest published out-ot-stock prices f.o.b.
‘he suppiier pius transportation costs. using the Wl Field Haulers Association interstate truck rate per weight
of tubing transierred. o the raiwav recetving point nearest the Joint Property.

Line Pipe

ta

id)

Line pipe movements fexcept size 24 incn OD and larger with walls ', inch and over) 30.000 pounds or more

snall be priced unaer provisions of tubuiar goods pricing in Paragrapn A.l1}a) as provided above. Freignt
charges shall be catculatea trom lorain. Uhio.

Line nipe movements texcent size 24 incn WD and 1arger with watls -, inen ana over: less than 30.000 pounds
snati be pricea at Eastern muiil puoiished carioad base vrices etfective as of date ot shipment. pius 20 percent.
nlus transportation Costs based on freight rates as set forth under provisions of tubular goods pricing in Parz-
srapn A.(1)¥a) as provided avove. Freight charges shall be caiculated from Lorain. Ohio.

Line pipe 24 inch OD and over and ¥ ‘nch wail and iarger shall be priced f.0.b. the point of manufacture

at current new published prices nius transportation cost to the raiiway receiving point nearest the Joint
D ,
Property.

Line pipe. inciuding fabricated lire pipe. drive pipe and conduit not listed on punlished price lists shall be
nriced at quoted prices pius iretgnt to the raiiway receving point nearest the Joint Property or at prices
agreed to by tne Parties.

Other Materiai shall be priced at the current new price. in eifect at date of movement, as listed bv a reliable supply

store nearest the Joint Property. or point of manuracture. pius transportation costs. if applicable. to the ratiway
recerving point nearest the joint Properuy.

Unusea new Material, except tubular goods. moved from tne Joint Pronertwv shall be priced at the current new
price. in effect on date of movement, a3 listead by a reitable suppiyv store nearest the Joint Property. or point of
manuracture. pius transportation costs. If appticable. Lo tne ratiwayv recerving point neurest the Joint Property.
IUnusea new wubulars will be priced as proviced above in Paragrapn 2 A (1) and (2).

Grood Used Materal (Condition B)

Material in sound and serviceanie condition and suitable for reuse without reconditioning:

1)

Material moved w the Joint Property

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

12) Materiai used on and moveda from the Joint Property

5

la)

(h)

At seventv-five percent (75%

At seventv-tive percent t75%) of current new price, as determined by Paragraph A. if Materiai was originatly
chargea to the Joint Account as new Material or

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

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

%) of current new price as determined bv Paragrapn A.

The cost of reconditioning. if anv. snail be absorpea by the transferrine property.

Other Usea Materiai

1

Condition C

Materiai which is not in sound and serviceable condition ana not suitable for its originai function until after recon-

ditioning snall be priced at fifty percent (50%) of current new price as determined bv Paragraph A. The cost of

reconditioning snail be chargea to the receiving property. provided Condition C value plus cost of reconditioning

does not exceea Condition B value.

ANy
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dliy

“laterial. excluging - nkK. no (onger suilabie [or 11S original purpose. vut usanle for some other purpose shall be
~riced on a DASS COMMENnsurate with its use. Uperator may aispose or Uonaition U Materiat undger procedures
~armaliy Used ov CDerater witnout nrior anoroval of Non-Uperators,

-~y Condition £

CosinE, TUDIAZ. OF (0 DIDE Used 4s 1ine DIDe snall DE Hriced as Lrade A and B seamiess tine pipe of com-
Lranie size and Welrnt., L .od casing. using or arili Dipe diitized as «ine DIde shdil 0e oriced at used iine
ipe prices.

o1 Unslne. LUDING OF arlil pine Uuseq as nigher nressure service HNes (Nan SLANQara line oipe. e.g, power oil lines.
-nail be pricea unaer normar pricing procequres 10U casing. woing. or arii oipe. Upset tubular goods shaii
e pricea on i nan upsel 0asis.

) Condition s

Junk shall be priced at prevailing prices. Uperator mav aispose of Conaition £ Material under procedures nor-
nally utilized ov Uperator without prior approvai of Non-Uperators.

). Obsolete Material

“laterial wnich is serviceable and usanie for 115 original function but conaition anasor value of such Material is not
~auivaient to that wnich wouid lusutv a nrice as provided above mav be speciatly pricea as agreed to by the Parties.
Such price snouid resuit in the Joint Account heing charged with the vaiue ot the service renaered by such Material.

. Pricing Conaiuons

1y Loading or unicading costs may be cnarged to the Joint Account at the rute of twentv-tive cents (25¢) per hundred
welgnt on ail tubular gooas movements. in ileu of actual loading or unioading costs sustained at the stocking
soint, The above rate shail be aciusted as of the first dav of Aprii eacn vear following Januarv |, 1985 by the same
nercentage increase or aecrease used to aajust overnead rates in Section LI Paragrapn 1.A(3). Each year. the
rate calculatea shall be rounaed to the nearest cent ana shail be tne rate 1n etfect unui the first day of April next
cear. such rate snail be puvnshed eacn vear oy the Councit of Petroteum Accountants docieties.

Material invoiving erection c¢osts snail be eharged at appiicable percentagze ot the current knocked-down price of
new Material.

o Premium Prices

Whenever Materai is not readilv obtainabie at publisned or listed prices because of national emergencies, strikes or other
unusuai causes over wnich the Uperator has no controi. the Operator mav cnarge the Joint Account for the required
Materiai at the Operator's actual cost incurrea in providing such Material. in making it suitabie for use, and in moving
it to the Joint Propertv: provided notice in writing 1s furnisned to Non-Uperators of the proposed charge prior to billing
Non-Uperators for sucn Material. Each Non-Operator shall have the right. by s0 eiecting and notifving Operator within

ten davs atter receiving nouce from Uperator. to furnisn in kind ail or part of his share of such Material suitable for use
ana acceprapie o Uperator.

1. Warranty of Materiai Furnished Bv Operator

Operator does nol warrant the Materal furnisnea. In case of defective Material. credit shall not be passed to the Joint
‘reount untit aausiment nas been recelved by Uperator [rom the manutacturers or their agents.

V. INVENTORIES

he Operator snail maintain detailed recoras of Controllable Material.
1. Periodic Inventories, Notice and Representation

At reasonable intervals. inventories shail be taken by Operator of the Joint Account Controilable Material. Written notice
ot intention to take inventory snati be given by Uperator at least thirty (30) days before any inventory is to begin so that
Non-Uperators may be represented when any inventory 1s taken. Fuilure of Non-Uperators to be represented at an inven-
wory shall bind Non-Uperators to accent the inventorv taken by Operator.

2. Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a phvsical inventory shall be made within six
months Iollowing the taking of the inventory. [nventory adjustments shail be made by Operator to the Joint Account for
overages and shortages. but. Operator shall be held accountable oniy for shortages due to lack of reasonable diligence.

3. Special Inventories

Npeciai inventories mav pe taken whenever tnere 1s anv sale. ecnange of interest. or change of Operator in the Joint Property.
ft shail be te auty of the partv seiling 1o nouitv all other Parties as auicklv as possibie after the transrer of intereat takes

sluce, In suen cases. both the seiler ana the purchaser shail be governea bv sucn inventory. In cases involving a change
s Operator. ail Parties shail be governea bv such inventory.

i [xpense of Conducting inventories

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

Parties.

The exvense ot conductinq speciai inventories shall be chargea to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged 1o the Joint Account.
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tasii g, tubing ar drill pipe used as higher pressure service lines
than stanQayd line pipe, e.g. power oil lines, shall be priced under
norma | pricing procedures for casing, tubing, or drill pipe. Upset
“ubular goods shall be priced on a non upset basis. ]

{3} Condition €

sunk shall be priced at prevailing prices Operator ma j

s : g . Yy dispose of
and1t1on _E Material under procedure normally utilized by g;erator
without prior approval of Non-Operators.

0. Obsolete Materijal

Material which 1is serviceable and usable for its oriqi i

L , ginal function but
condition and/or value of such Material is not equivalent to that which would
justify a price as provided above may be specially priced as agreed to by the

Parties. Such price should result in the Joint Account bein i
. _ : char
value of the service rendered by such Material. ; ged with the

E. Pricing Conditions

(1) Loading or unloading costs may be charged to the Joint Account at the
rate of twenty-five cents (25¢) per hundred weight on all tubular goods
movements, in lieu of actual loading or unloading costs sustained at the
stocking point. The above rate shall be adjusted as of the first day of
April each year following January 1, 1985 by the same percentage increase
or decrease used to adjust overhead rates in Section [TI, Paragrapn
1.A(3). Each year, the rate calculated shall be rounded to the nearest
cent and shall be the rate in effect until the first day of April next

year. Such rate shall be published each year by the Council
Accountants Societies. Y Y cil of Petroleum

(2) Material involving erection costs shall be charged at

applicable
percentage of the current knocked-down price of new Material. PP

Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished.

credit shall not be passed to the Joint Account unti
by Operator from the manufacturers or their agents.

In case of defective Material,
1 adjustment has been received

V. INVENTORIES

The Operator shail maintain detailed records of Controilable Material.

L.

Periodic Inventories, Notice and Representation

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

Reconciliation and Adjustment of Inventories

Adjustments 0 the Joint Account resulting from the reconciliation of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but. Operator shall be held accountable only for shortages due to lack of reasonable diligence.

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 seiling to notify all other Parties as quickly as possible after the transfer of interest takes
piace. [n sucn cases. both the seiler and the purchaser shall be governed bv such inventory. [n cases involving a change
of Operator. aii Parties shail be governed by such inventory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventories snall not be charged to the Joint Account unless agreed to bv the
Parues.

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator snall be charged to the Joint Account.
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SCHEDULE I

Attached to and made a part of Joint Operating Agreement dated May 1, 1990,
by and between Mesa Operating Limited Partnership, as Operator, and Amoco
Production Company, West Timbers Limited Partnership, North Timbers Limited
Partnership, East Timbers Limited Partnership, izel Resources, Lee Wayne Moore
and Jodnn Montgomery Moore, Trustees, Moore Loval Trust, Paul Umbach, Texaco
Inc., Conoco, Inc. and TOC Rocky Mountains, Inc., as Non-Operators.

The C:mbinea Fixea Fztes, :3 neretorors oroviaed under i:zction [II,
“aragrapn ~. of tne COPAS Accounting Procequre T3 wnich TRI1s scnedule s
:ttacnec. znall e in lieu of zil cnarges ta the Joint Account tor tne ingirect
10STS ana expenses incurrec oy Uoerator 1n proviaing tne joint operations with
Ine proQucing and aevelobment Tunctions ana services nereinatter ‘dentified as
Compensaticn tor Administrative, Supervision, Cffice Services and Warenousing
COSTS.

The fcllowing retlects a representative abridgea iisting ot the fuqctions
and/or services which shall be considerea as included in the.Operatqr‘s Q1strjct
Ixpense and Warenousing, &nd shouid serve as a guide Tor similar rtunctions in-
tended t: be covered ‘by tre Combinea Fixed Rates even thougn some of the
TUNCTIONS may be contract services pertormed by thira parties.

Saiaries, Zenetrits zana Related Costs of Field, Area and/or Oistrict:
Managers and/or Superintenaents
Foreman - Superintenaent

Orilling - ‘Except when permitted as a direct charge unaer
Para. ..i1, Sec. III)
Proauction - /Except wnen permitted as a direct charge under
Para. 1.ii, Sec. III)
Construction - (Except when permitted as a direct charge unaer
Para. 1.11, Sec. I[II) _ |
Producticn Enginesrs - (Except when permitted as a direct charge
under Para. 1.11, Sec. III) - |
Producticn Geologists - {(Except when permitted as a direct charge
under Para. ..ii, Sec. III)

Other Technical Employees - (Except wnen permitted as a direct
charge under Para., 1.1, Sec. [II)
Office Stenograpners
Office Clerks
Time Keepinag
Preparation ot Boat, Automotive and Other VYehicle Reports
Local Purchasing (Field Orders)
Preparation and Coding of Invoices
Preparation or Material Requisitions
Preparation ot Field Transters
Preparation of Field Receiving Reports
Posting of Proauction Reports
Preparation or Over and Short Reports
Reaaing and Integration of Charts
Preparation of Field Gas Production and Consumption Report
Preparation of Field Office Reports to State and Federal
Regulatory Bodies
Miscellaneous Routine Field Office Clerical Duties
Fieid Office [nventory Men
Conducting Physical Inventories
Preparaticn of Field Inventory Records

Office Equipment, Suppiies, Stationery and Forms

Maps, Photostats and Blueprints, when required for general
District Use.

Rentals

Rentals paid for buildings, office and storage space used by
District empioyees.

Rentals paid in connecticon with sites for District proauction

offices, camps, warenouses and other Tacilities usea speciticaily
for District purposes.
Ad Valorem Taxes

Taxes paid on buildings ana eauipment cnarged to Operator's
Field, Area, ana/or District investment accounts.




=
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‘nsurance

Net cost of ail types o7f insurance, including workmen's
compensaticn and pupnlic liability insurance; wnen such insurance
is appiicable to District.

The tollowing reflects a representative zbridgea listing of the functions
ind/or services wnich shail be ccnsiderea as included in the Operator's Adminis-
srative Jvernead. ana should serve as & guide Tor simifar tuncticns intended to
: cverea o

NTYracT Zervices perrormeg ov tnird parties,

v tne combined Fixea Rates even thougn some oT the Tunctions may be

General Management

General Operating Administration

Orilling Managers and/or Superintenaents and Office Staffs

Production Managers and/or Superintenaents and Office Staffs

Civil Engineers - {Zxcept when permitted as a direct charge under

Para. 1.i1, Sec. III)

Reservoir Anaiysis and tngineering

Petroleum Engineers - {txcept when permitted as a direct charge
uander Para. l.ii, Sec. III)

Negotiation of Production and Residue Gas Sales

Negotiation of Major Gas Sales

Preparation and Negotiation ot Joint Operation Acdreements

Preparation ot General Production Records

Traveiing and Transportation txpense of Home, Division, Area,

Region, or similar Administrative Office Employees

General Accounting and Services
Checking o7 invoices
Preparation of Paychecks
Responsibility of Account Distribution or Coding
Payment of Vendor's Invoices
Maintaining Property Investment Records
Preparation of Joint Interest 8i1ling
Preparation of Royalty Checks
Machine Accounting and Data Processing Functions
Photostat and Other Reproduction Service
Ad Valorem Tax Service and/or Counsel
Systems and Procedures
Internal Auditing

Communications Expense - Telephone, telegraph and teletype
service rendered to the district; also operating expenses
of radio communication systems which serve the district
and which are not chargeable to any particular lease or facility
operation. The costs applicable to communication service
and/or equipment directly employed on and serving the joint
property shall be direct charge to the joint property.

Area and/or Oistrict Office Utility Services

Local Fieid, Area and/or District Recreation Facilities
Safety Meetings and/or Dinners

Area and/or District Cffice Safety Equipment

First Aid Supplies

Physical and Medical Examinations - Cost of pre-employment and
medical examinaticns of personnel to be employed in the dis-

trict, including costs of annual or periodic examinations and
immunizations.

iransportation, inciuding freight and express costs wnen such

costs are incurred directly in the operation and/or maintenance
of district oTfices, suildings, and facilities.

Traveling Expense of district employees when such expense is for
the scle benetit of the district. Traveiing and personal ex-
penses of district employees attending oil show, API meetings,
and company training schools, etc., which are for the primary




benerit ot the Uperator snall be porne soiely by the Operator.

loving Expenses - C0sts of moving and transter of district
empioyees inciuding relocation expenses such as real estate fees,
closing cost, ccmpensation tor loss on sale of home, carpeting
and draperies, £€IC., when transterred within or into the
district. C0sts incurrea for the primary penetit of the
Operator, sucn as transter of trainees, znall be porne soiely by
~he Uperator.

“lembersnios, cues ana Subscriotions tor Field, Area and/or District
Personnei.

Depreciation on Operator's wholly-ownea Fieid, Area, and/or
Oistrict proauction orfices, equipment, buildings, camps, roads,
fences, canals, docks, marine terminals, and slips etc., used for
District purposes.

Repair and Maintenarce on Operator's wnolly-ownea Field, Area,
and/or District proaucticn offices, equipment, buildings, camps,
roads, fences, canals, docks, marine terminals, and slips, etc.
including the cost of small tools and supplies used specifically
for District purposes.

Warehouse - wholly-owned
Cepreciation
Operating anc Maintenance Expense
Cost of Storing and Handling Material

Title Record and Oivision Order Administration
Lanaman ana Titlemen
Maintenance of Division of Interest Records
Obtaining Royaity Signatures

Exploration Administration
Geologist - (Except when permitted as a direct charge under
Para. 1.11, Sec., III)
General Researcnh
Geopnysicists

General Purchasing Administration

Industrial and Public Relaticn Administration
tEmployee Relation Counselor
Safety Engineser
Industrial Nurse and/or Coctor
Oinners, Parties, etc.
Safety Awaras
[ncentive Awards
Thanksgiving Turkeys or Christmas Zaskets
Contributions to Charity and/or Civic Organizations
Special Investigators
Administration of Benefit Plans

General 011 and Gas Well Proration and Pricing Administration
Preparation cof Reports o and Representation before
Governmental Agencies

General Legal Counsel (Operator's Legal Staff)
Preparation of Contracts
Claims and Litigation
Title and Other Opinions

Transportaticn and Traffic Administration

Insurance Adminis<tration
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Attached to and made a .art of Joint Operating Agree .t dated May 1, 1990,
by and between Mesa Operating Limited Partnership, a&as Operator, and Amoco
Production Company, West Timbers Limited Partnership, North Timbers Limited
Partnership, East Timbers Limited Partnership, Mizel Resources, Lee Wavne Moore
and JoAnn Montgomery Moore, Trustees, Moore Loval Trust, Paul Umbach, Texaco
Inc., Conoce, Inc. and TOC Rocky Mountains, Inc., as Non-Operators.

Cperator snall at all times while operations are conducted by it for the
Joint Account on the jointly-owned acreage, Carry Or cause to be carried,
pay Tor, ana charge to the Joint Account Worker‘s C(ompensation and
Jccupaticen  Cisease Insurance including cmpioyer‘'s Liability Insurance
covering the employees c¢T Operator engagea in operations nereunder 1in
compiiance with ail applicable State and Federal Laws. Such policies shall
contain underwriters waiver of subrogation in Tavor of the Parties.

IT. Operatocr shall carry for it interest and for the interest of any
non-operator so electing to participate in writing, within 60 days of the

date or the Operating Agreement, the rtollowing types and limits of
insurance:

(A) Comprenensive  General Liability coverina operations conducted
hereunder by Operator Tor the Parties with Limits of:

Compined Bodily Injury & Property Damage
$1,000,000 per occurence
$1,000,000 Aggregate

(B) Automobile Liability covering all vehicles owned, non-owned, or
hired and used in connection with operations conducted hereunder by
Operator tor the Joint Account with limits ofT:

Combined Bodily Injury & Property Damage
$1,000,000 per occurence
$1,000,000 Aggregate

The premiums for all such optional insurance so carried in Paragraph II
shall te paid by Operator and may be charged directly to such non-operators

as elect 1n writing to participate to the extent that their interest is
insured.

[II. Each oarty hereto may acgquire at its own expense, any additional
insurance to protect itself. Each such policy shall oprovide for
underwriters waiver of subrogation in favor of the other Parties.

[V. Operator shall have tne right, but not the obligation, :o reguire
satisftactory evidence of insurance or self-insurance from each non-operator

which does not elect to participate in the optional insurance in Paragraph
[T above.

V. Operator shail have the right, but not the obligation, to require
satisfactory evidence of adeguate insurance or self-insurance for cost of
control of well and pollution 1iability from each non-operator. Operator
shall not provide this coverage for the benefit of the Joint Account. In
the event that any party fails to provide evidence of insurance as required
herein ("failing party"), the Operator may, at its sole discretion, provide
such insurance for and at the direct expense of the failing party. Such
expense shall be a Joint Account expense if not paid by the failing party.
The Operator is under ro obligation to provide such insurance for the party
so failing to provide satisfactory evidence of its own insurance and

nothing contained herein shall be construed to alter the obligations of any
party hereunder.




CXHIBIT "E™

Attached to and made a part of that certain Operating Agreement (the
“Operating Agreement”), dated May 1, 1520 , by and between Mesa
Operating Limited Partnership, Operator, and Amoco Production Company, Texaco

Inc., Conoco, Inc., TOC Rocky Mountains, Inc., Hizel Resources, Lee dayne Moore

&« JdoAnn Hontgomery Moore, horth Timbers Limited Partnership, East Timbers Limited
Partnership, west Timbers Limited Partnership, and Paul H. Umbach, as Hon-Operators.

GAS BALANCING AGREEMENT

. Definitions

For ine DUrDOSES Cf (NS Agresment. the terms set forn below snall be aetinea as lollows:

a. “Qcgeralor” Is the Operator so gesignatea under ine terms of the Operating Agreement.
L. "Party” or "Parties ' are the enuties wiuch have executed s Agreement ana nave an ownership
working interest in the Gas nants ungeriying the area coverea by the Operating Agreement.
“Gas” inctudes casinanead Gas (wriucn is ail Gas proaucea with crude oty ana natural Gas from
Gas welis. but shall not iIncluge rauid hydrocarpons recovered Dy (ease equipment.

“Balance” is the condition occurning wnen a Party nhas utilized or sotd the same percentage of the
cumutative Gas proauction rom a particular Well as such Parly’s Percentage Ownersnip (as de-
scribed in Paraaraph Il below).

. “Overproauced” is the condition occumng when a Party has utilized or sold a greater volume ot
Gas trom a particutar Well at any given ume gndividually or through its Gas purcnaser) than it such
Party were in Balance.

f. "Unagerproduced” is the condition occuming when a Party has utilized or sotd a lesser votume of
Gas trom a parucuiar Well at any given ume (Individuaily or tnrougn its Gas purcnaser) thanif sucn
Partv were in Balance.

g. “Well" is definea as each Well subject to the Operating Agreement that also produces Gas or is
allocated a snare of Gas proguction. if a singte Well is compieted in two or more reservorrs, such

Well will be consiaereq a separate Well withrespect 1o, but only to, eacnreservair romwnichthe

Gas progucton s Not commingled in the wellbore. If is Agreement covers a fieldwide unit,

“Well™ tor the purnoses of this Agreement shall refer {0 gas proauction from the unit separately
accounied for by NGPA category.

ll. Percentage Ownership of Parties

(@]

(@8

The Parlies to the Operaung Agreement own tne warking interest in the Gas nights ungeriving the area covered

by the Orerating Agreement in accordance wilh the percentages or shares ot participation (“Percentage Qwn-
ership”) as set tonh In the Operaung Agreement.

lIl. Right to Produce and Market Gas; Effective Date of this Agreement

In accoraance with the terms of the Operating Agreement, each Party thereto has specific rignis relating to the
taking ana disposition of Gas precguced. including the night 1o take in kind its share of Gas procuced from the
applicable area and 1o markel or Gtherwise dispose of same. in the event any Pary 1s not at any time taking or
markeung its snare of Gas. or has contracled to sellils share thereo! to a purchaser which does not at any time
while said Operating Agreement is in eftect take the full share of Gas attrnibutable to the Percentage Ownership
of such contracung Party, then the terms of this Aareement shall automatically become effective. It an Operat-

Ing Agreement is already in piace, the effective aate shall be the gate of first Gas saie(s) by any Parly from any
Well(s) In the applicable area.

[V. Overproduction

During any period wnen any Partv nereto Is not marketing or otherwise disposing of or utilizing its Percentage
Ownersnio of Gas progucea from any Weli wilhin the appticaple area. ihe other Parties nereto snall be entitied
10 proguce, In addition 1o ther own Percentage Ownership of proguction. that porion of such other Party's
Percentage Ownerstip of production which said Party is not marketing or otherwise disposing of, ana shall be
entitled 10 take such Gas procuction and deliver same 1o its or their purcnaser(s) in accoraance with Paragraph
Vibelow: however, if one or more Underproauced Parlies has/have a Gas market and upon concurence of the
Underproduced Panties, cumulative production by an Overproauced Party shall not exceea such Qvempro-
duced Party’s Percentage Ownersnip of the recoverable reserves of the Well, All the Parties shali share in and
owntne liquid hyarocaroons recovered from such Gas by lease equipment in accoraance with their respective
Percentage Ownersiup ana sublect to the Operating Agreement 1o which this Agreement Is attached. but the

Party or Parties taking such Gas shall own all of the Gas delivered to Its or their Gas purcnaser(s) or taken for
lhelr own use supject to the terms of this Agreement.

V. Accounting for Overproduction and Underproduction

Each Party taking Gas shall fumish the Operator a monthly statement ot all Gas volumes taken from each Well
or NGPA category as applicable and the gisposition of those volumes (contract purchases, spot saies, own
use. otner). The Operator unaer said Operating Agreement will establish and mamntain currently a Gas account
10 snow the Gas baiance which exists betweensamong all the Partles and will fumish each of these Parties a
manthly statement snowing tne total quantity of Gas produced. vented or 1ost, the quantity taken by any Party
for #ts own use, and the monthly ana cumuiative over and under account of each Party. The monthly statement

shall clearly ana accurately specitv the monthly ana cumulative aguaniity ot Gas eacn pany Is Unaerproauced
or Overorogucea. or shall clearly ana accurately spectfy it anv Party is in Balance.

V1. Right of Underproduced Party to Make Up Production

Aller reasonabnle notice to the Coerator. any Party at any ime mav peaqm markeling or otnerwise arsposINg of
Its tull Percentace Ownersnio of the Gas proguced trom a Well with respect 1o which it is Unaerproqucead. in
addition 1o such Percentage Ownersnip. satd Party, untll it has patanced the Gas account as to Its Percentage
Ownership, snatl be entltied to take additional quantities ol Gas provided that the right to take sucn greater
amourt snall be inthe proponion that Its Percentage Ownersnip bears to the total Percentage Ownersnip of all
Unoeroroauced Parties gesinna 1o take more 1han terr prooonionate snare ot Gas progucead rom the Well.,
Each Ovemrocuced Pany shatl reduce s respective share of proguction in the preportion tnat such Party's
Percentage Ownersnip bears to the total Percentage Qwnersnip of ali Overprocuced Parties. but in NoO event

shalt any Overnroguced Party be required {0 reguce its snare 10 1ess than fifty percent (50%) of such Overpro-
Quced Party’s plopornionats snare ot the Well's cument proqucton.




~age 2. Exdubit "E”

VIl. Settlement When Production is Permanently Discontinued

When oroguction from a Well is permanently discontnued. there shall be a cash settiement betweern/ among
‘he Parties herelo 1or the voiume ot Gas. If any, remauing in imopalance. in making such casn setliement, each
Qvemroauced Partv . 1ail rermitto the Ooperator a sum of money atributable to the amount actuatly or construc-
“vely recerved by sucn Overnroguced Partv trom the sate or utilization of ovelnroquclion wnich remains ac-
-1ueq 10 such Pantv. less applicabie taxes ana other paviments i fact paia on the overorocauced volume on
-znalt of the Underproaucea Parties oy sucn Cverorogucea Partv. The Operator snatl distnoute the totat ot
3UCR amounis SO Collecled amona Underrogucea Parties In the proporuon o1 sucn lader Parties’ unger-
Sroguchon. I is recognized that there mav nave peen sOMe cnanaes in the once receveda by Overorocuced
Saries 10r OVernroQuction soic of otherwise ullizea. It Is theretare agreea that any unaerproauction cregited
zom ume to time against any Overprogucea Partv shati be applied against sucn Party's overoroauction inthe
srger n which Such overproauction occured. The “amount actually or constructively receivead” shall then be
:hat overproguction remaining tollowing apphcation of the above ruie ana valued at the orce in effect at the
{ime such overproauction occurred. If a portion ot a Party's Gas Is taken for its own use and a portion thereot is
sold. the Gas vaiue for accounting betweeryamong the Parties wiil be basea on the price received simuitane-
ously by such Party for Gas soid from the Well. During periods inwhich a Party Is taking Gas for its own use and
makina no saies. Gas 5o taken wiil be valued at the maximum price which sucn Party couid have_recelved for
such Gas if actually deliverea unger sucn Party's conuact, or, if none, the weighted average price recelved
simuttaneousty by ail other Parties for Gas soid from afl Wells. In either such instance the vaiue so detemmined
for Gas so used will be deemed 1o have been constructlvely received by sucn using Party. nthe event refunds

are fatef required by any governmental authonty, eacn Party shall be accountable tor suchrefunds onthe basts
of ils share of Gas proguced and finailly balanced hereunder.

VIIL. Audits 5ee Attacnea Article VIII)

Nobuihsianging any provision4e-the-eentrary- - ts or ety OlRes AGreemen - any-tRaerefeauced Pearty-shail
Have tRe-+3Rt G- 8-DeH B E-et iwb-H-years aftef {Re-date 4R at {335 GGEEHRALE- & 8 688G 0 AUt aR-CVaipra-
dueea-Rary s (eeeEs 850-YO R RES-BRE-DIHEL S FeECyed{ OF G35 PIOEGEG HOTRHRB-3EBHCalH a-aiBan-aRd ary-

Ovemtoaueea-Rany-anet Afve-tRe-HaRt OF8 Dentea -of twe f2-ye are 8Hef e {336 3GGOUHRIE A1 58iHady o audit
Oy UnC e rmroaEe e 8P ARY-9 £ eLOf 85-85 18- YO RIRES.

[X. Payment of Rovaities; indemnity for Royaity Settlements

Unless otherwise provided in the Operating Agreement (or olherwise reguired in tease agreements), each
Party wil make settiement wilh the respective royaity owners 1o whom said Party is accountable, just as if each
Party were taking, aelivenng 1o a curchaser or otherwise aisposing of Its share, and Its share only, of such Gas
producticn exciusive of Gas usea in iease operations, vented or tost. Each Party agrees to indetnnify and hold
each and every other Party harmiess trom any and alf claims for royalty payments asseried by royaity owners
o whom each ingemnitying Party 1s accountable. The term "royalty owner” shall include owners of standard
royallles. excess royalties, ovemding royaities, production payments ana stmilar interests.

X. Payment of Production Taxes

Unless otherwise provided in the Operating Agreement (or otherwise required in lease agreements), each

Party proaucing and taking, detivering to its Gas purchaser or otherwise disposing ot Gas, shall pay any and
all proguction taxes due on such Gas.

XI. Deliverability Tests

Nothing herein contained shall be construed as denying any Party the right, from time to tme. and with at least
twenty (20) days written notice to Operator, subject to the concurrence of all Gas purchasers, to proguce and

lake or geliver to its purchaser its tull share of the allowable Gas production to meet the deliverability tests
required by its Gas purchaser.

XIl. EHect cn Operating Agreement

Nothing herein contalned shall, among other things, change or atfect the obligations of each Party to Dear and

pay its propontionate share of ali costs, expenses, and tabillitles incumed as provided In the Operating Agree-
ment.

X1, Negotiated Cash Balance

Nothing herein contained shall be construed as preciuding cash baiancing at any time as negotiated among
Parties.

XIV. Scope and Term of Agreement

This Agreement shall constitute a separate agreement as to each Well within the appticabie area of the Operat-
ing Agreement. It shall inure to the benefit of and be binding upon the Parties hereto. their SUCCESSOIS, legal
representatlves and assians. It shail become effective in accordance with s termis and shall remain in force

and effect as long as the Operating Agreement 10 which it is attached remains in etiect, ana hereafter until
the gas balance accounts cetween the parties are settled in full.




Vil Audits

Anv Non-Ueerator. uzen written notuce to the Ooerator. snail have the nant to audit the
4CCOUNIS ana recoras reiatng (o the volumes of gas proaucea from the weil for any
calenaar vear within the twenty-four (24) montn perioa following the ena of sucn cajendar
year. provided. however, if a recurning error is discoverea or if the Operator failed to
orovide monthly balancing statements as required in Paragraph 5. recoras refating to prior
periods may aiso te auaited and adjusted. subiect to the applicable statute of limitations
of the jurisdiction in which the property is iocated. Upon monetary settlement as provided
tor in Paragraph 7, an underproduced party has the right to audit an overproduces party's
prices upon which settiement is basea for a period of two (2) years after the respective
gas balance accountis settled. The parties shall make every reasonable effort to conduct
joint audits in a manner wnich will resuit in a minimum of inconvenience 1o the party being
audited. The auait shail not be conaucted more than once each year without prior
approvai of the party being audited. except upon monetary settlement or the sale,
transter, or other dispesition (exctuding mergers and reorganizations) of such party's
interest. and shall be made at the expense of those parties approving such audit.
Nothing nerein shall be construed as granting any party the right to audit another party’s
gas purchase/transponation contract nor shall it require any party to grant credit for any

volume or price adjustments until adjustment has been made by the
purchaser/transporter.




VVVVVVVVV - - G e o [FE- e [ vu Ll Voerdllilies 4fisd bleddinili=s et cadie -
and between Mesa O~ -ratinz iimited Partnershibp. Operacor
Companyv, we. ~imbers Limited Partnership, .orth Timbers
Partnership, East Timbers Limited Partnership, Mizel Resources, Lee Wavne Moore
and JoAnn Montgomery Moore, Iirustees, Moore Loval Trust, Paul Umbach,
Conoco. Inc. and TOC Rocky Mountains, Inc., as Non-Operators.
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EXHIBIT "T"

CONTRACTOR'S CERTIFICATION FCR
MESA OPERATING LIMITED PARTNERSHIP

L. ZJUAL EZMPLOYMENT OFPORTUNITY

it

fortn in Section 202 of Executive Order 11246, are mage a part of

~
{

.and Amoco
Limited

s herepy agreed that the Tollowing provisians. «nich are also set

zach

agreement :nd purcnase craer presentiy existing or which may de entered into
hereafter, between Contractor and Mesa Operating Limited Partnersnip.

1

1y

ontractor will not discriminate against any emoioyee or
appiicant for empioyment because of race, caolor, re)igiqn.
sex or natignal origin. Contractor will take arfirmative
action to ensure that aoplicants are empioyea, and that
empioyees are treated during emplicyment, without regard to
their race, calor, reiigion, sex or nationai origin. Such
action snail include. but not be limitea tc the following:
Empioyment, upgraaing, demotion ar transter, recrultment or
recruitment advertising; layorf or terminaticn; rates of
pay or other forms of compensation; and seiection for the
training, including apprenticesnip. {ontractor 2grees to
poSt in conspicuous places, available to empioyees and
applicants of empioyment, notices to be provided by u72
contracting officer, sstting forth the provisions of this
nongiscrimination clause. :

Contractor will, in all solicitations or advertisements for
emoioyees placed by or on behaif of Contractor, state that
all qualified applicants will receive consideration for

empioyment without regard to race, color, retigion, sex or
nationai corigin,

Contracter will send to each labor union or representative
of warkers with which he has a collective bargaining
agreement or other contract or understanding, a notice to
be provided by the agency contracting officer, advising the
labar union or workers‘ representatives of the Operator's
commitments under Section 202 of Executive Order No. 11246
of Septemper 24, 1965, and shall post copies of the natice

n conspICusUs places available to empioyees and applicants
for empioyment.

Contracter will comply with all provisions of Executive
Order Nq. 11246 of September 24, 1965, and of the rules,
requiations and reievant orders of thes Secretary of Labor.

Contractor will furnisn ail information and reports
required by Executive Order MNo. 11246 of Septemper 24,
1965, and by the ruies, requiations, and orders of the
Secretary of Labor, or pursuant thereto, and will permit
access to his books, records and accounts by the
contracting agency and the Secretary of Labor for purposes

of inve;tigation to ascertain compliance with such ruies,
requiations, and orders.

In the event of Contractor‘s non-compiiance with the
nonustﬁ1m1naticn clauses of this contract or with any of
such ruiles, reguiations or oraers, this contract may be
canceiled, terminated, or suspenged in whoie or in part and
the Contractor may be deciarea ineligible for furtner
Government  contracts in  accordance with  procedures
authorizea in Executive Order No. 11246 of Septemper 24,
1965, and such other sanctions may be imposed and remedies
invoked as provided in said Executive Order No. 11246 of
Septemoer 24, 1965, or by rules, reguiation or order of the
Secretary of Laber, or as otherwise provided by law.

Contractc{ wjil include the provisions of Paragrapons (1)
thrﬂugﬂ (/) TN every SUDCONIrscT Nr nirmeese- B iR TE LI
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Texaco



exemptea by ruies, regulations, or oragers of the Secretary
of Labor issued pursuant to Section 204 ot Executive Qrder
No. 11246 of Septemper 24, 1965, so that such provisions
will be ¢ :ding upon each subcontractor or vendor,
“ontractor wiil take such action with respect %o any
sybcontract or purcnase orger as the CONTracting agency may
iirect a5 a means 0T enrorcing such provisions inciuding
sanctions Tor ncncompiiance; provided, nowever, that in the
asvent Contractor becomes 1nvoived in, or 1S threatened with
litigation with & subcontractor or vendor zs a result of
such direction by the contracting agency, the Contractor
may request the United States to enter into such litigation
to protect the interest of the United States.

8.  EQUAL EMPLOYMENT OPPORTUNITY REPQORTING

Contractor agrees to 7Tile with the appropriate federal agency a compiete
and accurate report on Standard Form 100(EEQO-1) within 30 days after the
signing of this agreement or the award of any such purchase order, as the case
may be, (unless such a report has been filed in the last 12 months), and agrees

to continue to file such reports annually, on or before March 31. (41 CFR
60-1.7(a})).

C. AFFIRMATIVE ACTION CCMPLIANCE PROGRAM

Contractor agrees to develop and maintain a current written affirmative
action compliance program for each of its establishments in accordance with the

requiations of the Secretary of Labor promuigated under Executive Crder No.
11246, as amended. (41 CFR 60-1.40).

D.  CERTIFICATION OF NONSEGREGATED FACILITIES

Contractor, by entering into this contract, certifies that it does not
maintain or provide for its employees any seqregated facilities at any of its
establishments, and that it does not permit its employee to perform their
services at any location, under 1its control, where segregated facilities are
maintained. It certifies further that it will not maintain or provide for its
employees any segregated facilities at any of its establishments, and that it
will not permit its employees to perform their services at any location, under
its control, where segregated facilities are maintained.

Contractor agrees that a breach of this certification is a violation of
the Equal Opportunity clause in this contract. As used in this certification,
the term "segregated facilities" means, but is not limited to, any waiting
rooms, work areas, restrooms and washrooms, restaurants and other eating areas,
time clocks, locker rooms and other storage or dressing areas, parking lots,
drinking fountains, recreation or entertainment areas, transportation, and
housing facilities provided for employees which are segregated by explicit
directive or are in fact segregated on the basis of race, creed, color, or
national origin, because of habit, local custom, or otherwise. [t further
agrees that (except where it has obtained identical certifications from
propased subcontracters for specific time perjods), it wiil obtain identical
certifications from proposed subcontractors prior to the award of subcontracts
exceeding $10,000 which are not exempt from the provisions of the Equal
Opportunity clause; that it will retain such certifications in its files; and
that it will forward the following notice to such proposed subcontractors

(except where the oproposed subcontractors have submitted identical
certifications for specific time periods):

NOTICE TO PROSPECTIVE SUBCONTRACTORS
OF REQUIREMENT FOR CERTIFICATIONS
OF NONSEGREGATED FACILITIES

A Certification of Nonsegregated Facilities, as required by the May 9,
1967 Order (32 F.R. 7439, May 19, 1967) on Elimination of Segregated
Facilities, by the Secretary of Labor, must be submitted prior to the award of
a subcontract exceeding $10,000 which is not exempt from the provisions of the
Equal Cpportunity Clause. The certification may be submitted either for each

subcontractor or for all subcontracts during a period (i.e. quarterly,
semi-annually, or annually).




m

EMPLOYMENT OF VETERANS

1

(gl

The Affirmative Action fTor Disabled Veterans and Veterans
of the Vietnam Era Clause set forth at Section 60-250.4 of
Title 41 Code of Federal Regquiations is herepy incorporated
nerein by reterence. _This clause ic aoplicablie to all
Sontracts or purcnase orders tor £10,000 or more.)

Contractor agrees ~urther tc place the apove provisions in
any subcontract nonexempt under the ruies and reguiations
promuigated by the Secretary under the Vietnam Era Veterans
Readjustment Assistance Act of 1974.

EMPLOYMENT OF HANDICAPPED PERSONS

1.

The Affirmative Action for Handicapped Workers Clause set
forth in Section 60-741.41 of Title 41 Code of Federai
Regulations is hereby incorporated herein by reference.
{(This clause 1is aopplicable to ail contracts or purchase
orders tor $2,500 or more.)

Contractor agrees further o place the above provision in
any subcontract nonexempt under the rules and requlations

promuigated by the Secretary under the Rehabilitation Act
of 1973.




