A.A.P.L. FORM 610-1977

MCDEL FORM COPERATING AGREEMENT

OPERATING AGREEMENT
DATED

, 19 .

OPERATOR TX0 Production Corp.

CONTRACT AREA. E/2 NE/4 Section 4, T-17-S, R-37-E

COUNTY XORXKARDOBXOF __ Lea STATE OF __ New Mexico

TXO PRODUCTION CORP.
Case No. 8719
10/9/85 Examiner Hearing
Exhibit No. 4

CCPYRIGHT 1977 — ALl RIGHTS RESERVED
. AMERICAN ASSCCIATION CF PETROLEUL LANDMEN
APPROVED FORM AAPL NO 610 - 1977 2EVISED
MAY BE QROCERED DIRECTLY FROM THE PUBLISHER

KDALTAIT OOMMIIICTTC MM AN T 13 e Y T 11/



C C

AALL FORM 010 - MODEL FORM OPERATING AGREEMENT - 1977
TABLE OF CONTENTS
Artcte e
[. DEFINITIONS
II. EXHIBITS
III. INTERESTS OF PARTIES

1v.

VI

VIL

VIIIL

XIL

XIIL
XIV.

XV.

XVL

A. OIL AND GAS INTERESTS
B. INTEREST OF PARTIES IN COSTS AND PRODUCTION

TITLES
A. TITLE EXAMINATION
B. LOSS OF TITLE .

1. Failure of Title

2. Loss by Non-Payment or Erroncous Pavment of Amount Duce
3. Other Losses

OPERATOR
A. DESIGNATION AND RESPO\SIDILITIES O" OPERATOR

B. RESIGNATION OR REMOVAL OF OPERATCR AND SELECTION OF SUCCESSOR

1. Resignation or Removal of Operator
2. Seiection of Successor Operator

C. EMPLOYEES

D. DRILLING CONTRACTS

DRILLING AND DEVELOPMENT

A. INITIAL WELL .. ...

B. SUBSEQUENT OPERATIO\'S

1. Proposed Operations

2. Operations by Less than A]I PdIUE‘S

RIGHT TO TAKE PRODUCTION IN KIND

ACCESS TO CONTRACT AREA AND INFORMATION
ABANDONMENT OF WELLS

1. Abandonment of Dry Holes

2. Abandonment of Wells that have Produced

moa

EXPENDITURES AND LIABILITY OF PARTIES
LIABILITY OF PARTIES

LIENS AND PAYMENT DEFAULTS
PAYMENTS AND ACCOUNTING
LIMITATION OF EXPENDITURES

1. Drill or Deepen

2. Rework or Pluz Back

3. Other Operations

O0wy

TAXES
INSURANCE

m O

ACQUISITION. MAINTENANCE OR TRANSFER OF INTEREST
SURRENDER OF LEASES

RENEWAL OR EXTENSION OF LE%b_S

ACREAGE OR CASH CONTRIBUTION

SUBSEQUENTLY CREATED INTEREST

MAINTENANCE OF UNIFORM INTERES

WAIVER OF RIGHT TO P\RTITIO\

L TiTeesvs e a -y LR R I R e i <

QTT’?F”.UOFU?‘

ROYALTIES. OVERRIDING ROYALTIES AND OTHER PAYIENTS
RENTALS, SHUT-IN WELL PAYMENTS AND MINIMULT ROYALTIES

Poge

—_ -

1 t2 19

W W te 2
i
(5]

[N

e e b e e

e

e

W W

1
-1 Q.

~i =1 =1 =} o)

73 So N S0 BN Vo B Vo RN Vo B < N v B o Sy e o]
)
[P

ST,
o <
)
—
<

—
[en}

.o 10-11
11

11
11-12

INTERNAL REVENUE CODE ELECTION
CLAIMS AND LAWSUITS

FORCE MAJEURE

NOTICES

TERM OF AGREEMENT

COMPLIANCE WITH LAWS AND REGULATIONS
A, LAWS. REGULATIONS AND ORDERS
B. GOVERNING LAWw

OTHER PROVISIONS
MISCELLANEOUS

N
.

13-14
14

1
Py

14

-1

-a
(9]}



' C

AADLL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1977

T Wt

[e< LN R =Y

64

OPERATING AGREEMENT

THIS AGREEMENT. entered into by and between X0 Production Corp.
, hereinafter designated and

referred to as “Operator”. and the signatory party or parties other than Operator, sometimes hereinaiter
referred to individually herein as “Non-Operator”, and collectively as “Non-Operators™,

WITNESSETIH:

WHEREAS. the parties to this agreement are owners of oil and gas leases and or oil and gas in-
terests in the land identified in Exhibit “A'", and the parties hereto have reached an agreement to expiore
and develop these leases and or oil and gas interests for the production of oil and gas to the extent and
as hereinatter provided:

NOW. THEREFORE. it is agreed as follows:

ARTICLE L
DETINITIONS

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

A. The term “oil and gas” shall mean oil. gas, casinghead gas. gas condensate. and all other liguid
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 "oil and gas lease”, “lease” and “leaschold™ shall mecan the oil and gas leases cov-
ering tracts of land lying within the Contract Area which are owned by the partics to this agreement.

C. The term "oil and gas interests” shall mean unlcased fee and mincral interests in tracts of
land lying within the Contract Area which are owned by parties to this agrcement.

D. The term “Contract Area” shall mean all of the lands. oil and =as leasehold interests ancd oil
and gas interests intended to be developed and operated for oil and zas purposes under this agreement.
Such lands. o1l and gas lcasehold interests and oil and gas interests are described in Exhibit “A’.

E. The term =drilling unit” shall mean the area fixed for the drilling 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 untt shall be the drilling unit as established by the pattern of drilling in the Contract Area
or as fixed by exprdss 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 ‘ocated.

G. The terms “Dulling 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 “Nou-Drilling Party” and “Non-Consenting Party™ shall mean a party who eleets
not to participate in a proposed operation.

Unless the context otherwise clearly indicates, words used i the sincular inciude the plural, the
plural includes the smincular. and the neuter zender includes the masculine and the femimine.

ARTICLE 1L
EXIIBITS

The following exhibits, as indicated below and attached hereto. are incorporated in and mude a
part herveof:

X A. Exhibit A", shall include the following information:
(1) Idenuification of lands subjcct to agreement,
(2) Restrictions. if any. as to depths or formations.
(3) Percentages or fractional interests of parties to this agreement.
(4) Oil and aas leases and or oil and zas interests subject to this agreement,
(5) Addresses of parties tor notice purposes.

l(_ B. Exhubit "B, Form of Lcase.

L C. Exhibit =C”. Accounting Procedunro, B
X D. Exhibit “D". Insurance.

&( E. Exhibit "E”. Gas Bulancinz Aoreemoent,

X: F. Extubit “F70 Non-Discrimmation and Certification of Non=-Scarcauted Faciites.,

[ any provision of any exnibnt. except Exinbit “E7 is inconsiatent with any provision contained

in the body ot this aurceement. the provisions in the body ot this uzreement shall prevail,
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ARTICLL ML
INTERESTS OF PARTIES

AL O and Gas Interests:

[f any party owns an unieased oil and was interest in the Contract Avea. that interest shall be
treatesd for the purpose of this asreement and during the term hereof as it it were a leased interest
under the form of oil and cas lease attached us Exhibit "B, As to such interest. the owner shali re-
ceive royvally on production as preseribed in the form of o1l and gas lease attached hereto as Exhibit
“B7. Such party shall. however, be subject to all of the provisions of this agrcement relating to lessees,
to the extent that it owns the lessce interest.

B. Interest of Parties in Costs and Production: .

Exhibit
agreement.

“AT lists all of the parties and their respective percentage or fractional interests under this
Unless changed by other provisions, all costs and liabilities incurred in operations undcer
this aercement shall ke borne and paid. and all cquipment and material acguired in operations on the
Contract Arca shall be owned by the parties as their intercsts are snown in Exhibit “A". All produc-
tion of oil and gas from the Contract Avea. subject to the pavment of lessor's rovaltios asbich oo o

JEV NI VI IR VIR S 0 Taratr N rniiee

- shall also be owned by the parties in the same manner during the term
hereof: provided. however. this shall not be deemed un assiznment or cross-assienment of interests cov-
ered hereby.

ARTICLE 1V.
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed well prior to commencement of
drilling opecrations or. if the Drilling Parties so request, title examination shall be made on the leases
and ov oil and gas interests included. or planncd to be included. 1n the drilling unit around such wweil.
The opinion will include the ownership of the working interest. minerals, rovalty. overtiding rovalty
and production pavments under the applicable leases. At the time a well is propased. each party con-
tributing leases and or oil and gas intevests to the drillsite, or to be included 1in such dritling unit, snail
furnish to Operator all abstracts (inctuding Federal Lease Status Reports). title opinitons. title pacers
and curative material in its possession free of charge. All such information not in the possession of ov
made avatlable to Operator by the partics, but ncecessary for the examumation of title. shall be obta:rned
by Operator. Operator shall cause title to be examined by attornevs on its statt or by outside attornevs.
Copies of all title opinlons shall be furnished to cach party hereto. The cost incurred by Operator in

this title program shall be borne as follows:

Opt:y

0
preliminary. supplemental. shut-in gas vovaity onions ana division order e opinions)

n No. 1: Costs incurred by Opcerator in pirocuringe absiracts and e examination (1nclucing

shall te a
part of the administrative overhead as provided o Exorbit ~CU7 Ged aniad cot ce o divect chavge, whoetner
perfarmed by Operator’s starf attornevs or bty outs:ice aitornevs

X Option No. 2 Costs incurrved by Opcerator in procuring abstracts and tees paid outside attorneys
for title examination (including preliminary, subpicmental. shut-in ¢as vovalty opinions and division
order title opinions) shall be borne by the Dwilling Parties in the proportion that the interest of each
Drilling Party bears to the total interest of all Dr:lling Parties us such mtevests appear in Exhibit AT
Operator shall make no charge for services rendered by its statf attorneys or other personnel in the
pertormance ot the above functions.

Each party shall be responsible for securing curative mutier and pooling umendments or agreements
required in connection with leases or oil and uas interests contrtbuted by sueh varty, The Operator shaij be
responsivle tor the preparation and tecordimg ot Pooiing Destanations or Declarations us well us the
conduct ol hearines before Governmental Auencies jor the secuning ol spacing or pooting orders. This

shall not prevent any party from appearing on its own behall Gt any such hearing,

No wvell shall be doidled on the Contract Area until arter (1) the title b the dailate or drling

wunit

has been examined as above pm\'uiv(i.gr—.-(‘_‘} dhe fitle has boeen approved by the examinime attorney op

Litle has been aceepted by all ot the parties who are o particisate in the ariling or the sweegd
13 Fuss ol ’1']”(':

T Poadure o Tithe

Shouid anv ol and 2o~ mterest or lease, or mterest theretn, Le lost thiouvh
. -~ e -
Fadure or ttler whieh Toss vesults i o rcduction o mterest from thal <hown on Exibbat A

o thix agree-
ment, pevertheless, Shall contimue i toree as 1o ol

remanniae ot and Cas feases and mtesests, ang
(a) The party owhose ol and cas bease o anteres gn atneeted by the ttle tadluve shall bear aiong
“he enlire Joss gnd ot chall not be o entitied ta tecover trom Oneritor or the otnher pattics any developmoent
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for been responsible o .
or operaling costs Avnich 1t mayv have theretotore/ e but there shall be no monetary Habiiity on 1ts

part to the other parties hercto fordrilling, development. operating or other similar costs by reavon ol
such title faitlure: and subsequently incurred

(b) There shall be no retroactive adjustment of expenses incurred or revenues recetved [rom the
operation of the interest which has been lost, butl the interests ot the partics shall be revised on an acre-
age basis, as ot the time it is determined finally that title failure has eccurred. so that the interest of
the party whose lease or interest is atfeeted by the title failure will thervatter be reduced in the Contract
Arca by the amount of the interest lost: and

{¢) If the proportionate interest of the other parties hereto in any producing weil therctofore drilled
on the Contract Area is increased by reason of the title failure, the party whose title has failed shail
recetve the proceeds attributable to the increase in such interests (less costs and burdens attributable
therceto) until it has been reimbursed for unrecovered costs paid by it in vonnection with such well;
and .

(d) Should any person not a purty to this agreement. who is determined 1o be the owner of any in-
terest in the title which has failed. pav in any manner any part of the cost of operation, development,
or equipment. such amount shall be paid to the party or parties who bare the costs which are so refund-
ed: and

(e) Any liability to account to a third party for prior production of oil and zas which arses by
reason of title fatlure shall be borne by the party or partiesu'\n the same proportions in which they shared
in such prior production: and whose title failed

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

2. Loss bv Non-Pavment or Erroneous Pavment of Amount Due: If. through mistake or oversight,
any rental, shut-in well payment, mimimum royalty or rovalty pavment. is not paid or is errcneously
paid. and as a result a lease or interest therein terminates. there shatl 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) dayvs from the discovery of the {ail-

ure to make proper payvment. which acquisition will not be subject to Avticle VIILB. the interests of
the parties shall be revised on an acreave basis. effective as ol the date of termination of the lease 1n-
volved. and the party who rfailed to muake proper pavment will no longer be credited with an intervest in
the Contract Area on account of ownership of the lease or mnterest which has terminated. In the event
the party who tailed to make the required payment shall not have been tully retmoursed. at the tme of
the loss. from the proceeds of the sale of o1l and cas attitbutable to the lost anterest, caleulated on an
acreage basis, for the development and operatinge costs theretotore patd on account of such anterest, 1t
sha.l be reimbursed for untecovered actual costs theretolore patd by it (but not tor its share of the
cost of any dry hole previously drilled or wells previously abandoned) trom so much of the following
as 1S necessary to effect remmbursement:

(a) Proceecds of oil and gas. less operating expenses. theretotore acerued to the credit of the lost
intcrest. on an acreage basis, up to the amount of unrecovered Costs:

(b) Proceceds. less operating expenses, therealter acerucd attributable o the lost imterest on an
acreade basts. of that portion of oil und zas thercaiter produced and marketcee iexcluding productiion
from anv wells thereaiter drilled) which, in the absence of such lease termunution, would be attmbutable
to the lost intercst on an acreage basis, up to the amount ot unrecovered costss the proceeds of said
portion of the oil and gas to be contributed by the other parties m prorortion
terests: and

1o thetr respective In-

(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 participatint in the
coming a party to this agreement.

Contract Area or be-

3. Other Losses: All losses incurred, other than those set forth in Articles IV.B1. and IV.B.2.
abcve. shall not be considered failure of title but shall be joint losses and =hail Le borne by all parties
in proportion to their interests. There shall be no readjustment of interesis in the remuaining portion of
the Contract Area.

ARTICLE V.

OPERATOR

AL DESIGNATION AND RESPONSIDILITIES OF OPERATOR:

TX0 Production Corp.

- __shall be the
Operator o the Contiact Arvea. and ~hadl conduct and direct ana have fall contvon or gl operations on
the Contract Arca as permitted and reguired by, and cwnthen the timits of this acreement. It shall con-
duct @ osuen operations inoa good and woriimanbikie manner. bat at ~haal have no babihity gy Opurator
to the otner patties for losses sustained or haindihes neurred, cxeept such s omay result from 2TOSs
neeticonce or williu! misconuuct. )
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B. Resignation or Removal of Operator and Selection of Successor:

1 Restonation or Removat of Opervator: Operator may resien at any time by ¢iving written notice

thereot to Non-Operators. [T Operator terminates its legal existence, no longer owns an interest i the
Contract Area. or s ne longer capable of serving as Qperator, it shall cecase to be Operator without any
actior by Non-Qperator. except the selection ol a successor.  Operator may be removed if it fails or
refuses to carry out 1ts duties hereunder. or becomes solvent, hankrupt or s placed in reecwvership,
by the atfirmative vote of two (2) or more Non-Opcrators owning a majority interest based on owner-
ship as shown on Exhibit “A”. and not on the number of parties remaining after excluding the voung
interest of Operator. Such resignation or rvemoval shall not become effective until 7:00 o'clock AN
on the first day of the calendar month tfollowing the expiration of nincty (90) days after the giving of
notice of resignation by Operator or action by the Non-Operators to remove Operator. unless a successor
Opcrator has been selected and assumes the duties of Operator at an earlier date. Operator, after effcet-
ive date of resignation or removal, shall be bound by the terms herecof us a .\'.Dn-OpcruLor. A chanuse of
a corporate name or structure of Opcrator or transfer of Operator’s interest to anv single subsiciary,
parer.t or successor corporation shall not be the basts for removal of Operator.

o

2. Selection of Successor Operator: Upon the vesignation or removal of Operator. a successor Op-

I

erator shall ke selected by the Parties. The successor Operator shall be selected {rom the partics ownming
an interest in the Contract Arca at the time such successor Operator is sclected. If the Operator that
is removed fails to vote or votes only to succeed itself, the successor Operator shall be selected by th
affirmative vote of two (2) or more parties owning a majority intcrest based on ownership as shown
on Exhibit "A” and not on the number of parties remaining atter excluding the voting interest of the
Operator that was removed.

C. Employees:

The number of emplovees used by Operator in conducting operations hercunder, 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 emplovees of Operator.

D. Drillineg Contracts:

All wells drilled on the Contract Area shall be drilted on a competitive contract basis at the usual
rates prevatling in the area. If it so desives. Operator may empioy 1ts own tools and cquipment in the
drill.ny of wells. but 1ts chapges theretor shall fot exceed the prevalling rates in the area and the rate
of such charges shall ve agreed upon by the parties in writing berfore dnilline operations are ccm-
menced. and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of independent contractors who are doing work of a sim
tlar nature.

ARTICLE VL
DRILLING AND DEVELOPMENT

A Initial Well:

On or before the 15t day of February .19 86. Opcerator shall commence the drill-
ing of a well for oil and gas at the following location:

2310" FNL & 660' FEL Section 4, T-17-S, R-37-E, Lea County,
New iexico

- i
and_ shail thereaiter continue the drilling of the well with due dilizence lo 11,500" or a depth
sufficient to test the Strawn formation whichever 1is the lesser depth

) ) . . R P Iars e N . N
unless sramte or other practically impenetrable substance o1 condition o the bele which renders
further drilhing rmpractical. is encountered at o lesser deptii or unless atl e saree 1o complete or
abandon the well at o desser depth.

Opvrator shil mane teasonable

tests ot ol formations encountered L owinch give -
dreation of contatne ol and 2as i Ggoantities sutiieient to tost, Gnless Qs aereement anail be hineted
NIt apphiealion 1o aospecitie formation o tormations, i whieh event Operitor snall be required o
test only the tormabion o tormalions to whicn ths aoreemeoent mav apply

[, Opcerator’s bazment. the o well wertl ot procuce ot or sas o opaving quantitiess and 1t wishes
to plue and abandon e el s oodiy Bobes 1t shadl rst secute the consent otoall

Duarties and shajl
,')flli,' ante abancon satne as !Hll\'!til-:l o N tiehe VT

beteot,
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B. Subscquent Operations:

1. Dravosed Operations: Should anv partv heveto desire to drill uny well on the Contract Area

other than the well provided for in Article VLA, or to rework. deepen ov ptue buck a dry hole drilled
at the jmnt expense of all parties or a well jomntly owned by all the parties and not then producing
in paving quantitics. the party desiving to drill. reweork. deepen or pluge back such a well shatl vive the
other parties writien notice of the proposed operation. =pecifying the work to be periarmed. the loca-
tion. proposed depth. objective formation and the estimated cost of the opuration. The parties recerv-
ina such a notice shall have thirty (30) davs after receipt of the notice within which to nouf: the
parties wishing to do the work whether they eleet to participate in the cost of the proposed operation.
If a drilling rig is on location. notice of proposal to rewnrk. plug back or drill decper may be given
by tclephone and the response period shall be limited to fortv-cight (48) hours. exclusive of Saturday.
Sunday or legal holidavs. Failure of a party receiving such notice to reply within the period above rixed
shall constitute an election by that party not to participate in the cost of thé proposed operation. Any
notice or response given by telephone shall be promptly confirmed in writing.

2. Operations by Less than All Parties: If any party receiving such notice as provided in Arvticle
VI.B.1. or VI.E.l. elects not o participate 1in the proposed operation. then. in order to be entitled to
the benefits of this article. the party or parties civine the notice and such other parties as shail elect
to participate in the operation shall. within sixty (60) davs after the expiration of the rotice period of
thirty (30) davs (or as premptly as possible after the expiration of the forty-eteht (43) hour gperiod
where the drilling rig is on location. as the case may be) actually comnmience work on the prorosed
operation and complete it with due dilicence. Operator shall pertform all work for the account of the
Consenting Parties: provided, however, if no drilling rig or other equipment is on location. and i{f Op-
eratorr is a Non-Consenting Party, the Consenting Partics shall either: (a) request Operator to perform
the work required by such proposed operation for the account of the Conszenting Parties, or (b) desig-
nate one (1) of the Consenting Parties as Operator to pertorm such work. Consenting Parties. when
conducting operations on the Contract Arca pursuant to this Article VI.B.2.. shall compiy with all terms
and conditions of this acreement.

If less than all parties approve any proposed operation. the proposing party, immediately after the
expration of the applicable notice period. shall advise the Consentine Parties of (a) the total intevest
of the parties approvinz such operation. and (b} its recommeoendation as to whether the Consenting Pav-
ties should proceed with the operation as proposcd. Each Consentinzg Pacty., within torty-eieht (48
hours (exclusive of Saturday, Sunday or legal holidays) after receipt of such notice, shall advise
proposing party of its desire to (a) limit participation to such party’'s interest as shown on Exhibit ~A",
ot (b) carry 1its propovtionute part of Non-Consenting Pavties” intervest. #The proposing party, at s
election. may withdraw such proposal it there is insutficient participation. and shall promptly notify
all parties of such decision.

, _ ~an election under (b) , _ o
The entive cost and risk of conducting sucn operations =nall be borne Hy the Counsenting Parties in

the proportions they have clected to bear sume under the terms ot the preceding parceraph. Consenting
Parties shall keep the leaschold estates involved iy such operations tree nd clear ol ol lens and

encumbrances of every kind created by or avisine tfrom the operations of the Consenting Parties, [ sueh

an operation vesults in a dry hole. the Consenting Parties shall piue and wbondon the well al thewr sole

cost. risk and expense. If any well drilied. reworkea, deepencd or pluzged cack under the provisions

of this Article results in a producer of oil and or eas i paring quantities, the Consenting Parties shall
complete and equip the well to produce at thew sole cost and visk. and the well shail then be turred
over to Operator and shall be operated by it at the expense and for the account of the Consenting Parties,
Upon commencement of operations for the drilling. reworking. deepening or plutzing buck of any such
well by Consenting Parties in accordance with the provisions of this Arucle. cuch Non-Consenting Party
shall be deemed to have relinquished to Consenting Parues. and the Consenting Parties shall own and
be entitled to recetve. in proportion to their respective interests. all of such Non-Consenung Paris's
intcoest in the well and share of production therefrom until the proceeds of the suale of such share,
calculated at the well or market value thereor if such share is not sold (atter deducting production
taxes. royvalty, overriding rovalty and other interests existing on the effective cate hereof, payvable out of
or measured by the product:on from such well aceruine with respect to such interest until it reverts)
shall equal the total of the folluwine:

(a) 300 ot cack such Non-Consenting Party’s share of the cost ol any newly qequired surrace

cquipment bevond the wellbead connections (meludie, but not hmated oo =008 tanks, <eparaiors
treaters. pumniog equipment aea pipime ). plus 1000 o cach such Non-Uonsenting PLrty's shave of the
cost ol operation o the well commencrnig watt

Votiesl moduction and contimiinzg unbilocach o suen Non-
Consentime Poviv’ o vehimguished  miterest shiadl cevert to it under other pravisions ol ths Avticle, gt YOI
aurecd that cacn Non-Consenting Pariv’s shave o saen costs and cruapment swill be that anterest wilich

wotd have been charceable o cacn Non-Conseniiee Party boad ot partierpated i the well trom (he YO

cpnnne of the oceration: and

400

Pher, testine end o comeehima, alter deancetine any

1)

ol hal tarton e the costs nd evpeeses o s rewm king, deenening, or praes e

Cctcontrrnnians recerven under aticle VIITC L (ng

*and failure so to advise the proposing party shall constitut

2
<
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400_" ot that portion of the cost of newly acquired equipment an the well (1o and mcluding the well-
. . . v Pariv ot i el i R
head connections). which would have been chargeable to siuch Non-Consenting arty af 1t had parter

pated therem. *Sea Article XV.G. for additional provisions

Gas production attributable (o any Non - Consenting Party’s relinquished mterest apon such Pariy's
clection. ~hall be soid to s purchaser. if avatlable, under the terms of s existinz gas sules con-
tract. Such Non - Consenting Party shall direct its purchaser to remit the proceeds receivable ifrom
such sale dircct to the Consenting Parties until the amounts provided 1or in this Articic are recov-
ered from the Non - Consenting Party’s telinquished interest. It such Noua - Conzenting Party has not
contracted for sale of its gas at the time such gas is available (or delivery, or has not made the elec-
tion as provided above. the Consenting Parties shall own and be entitled to receive and sell sucn Non-
Cornsenting Party’s share of gas as hereinabove provided during the recoupment period.

During the period of time Consenting Parties are entitled to veceive Non-Consenting Party's share
of production. ov the proceeds therefrom. Conscnting Parties shall be respunsible for the payment of
all production. severance, gathering and other taxes. and all royalty, overriding royvalty and other
burdens applicable to Non-Consenting Party’s share ot production.

In the case of any reworking, plucging back or deeper drilling operation, the Consenting Partics shall
be permitted to use. free of cost, all casing. tubing and other equipment in the well. but the ownersnip of
all such ecquipment shall remain unchanged: and upon abandonment of a weil arter such reworkine.
plugging back or deeper drilling, the Consenting Farties shall account for all such cquipment to the
owners thereof. with each party receiving its proportionate part in kind ov in value, less cost of
salvage.

Within sixty (80) days after the completion of any operation under this Article. the partv con-
ducting the operations for the Consenting Parties shall irnish cach Non-Consenting Party with un in-

vertory of the equioment in and connected to the well, and uan itemized stutement of the cost of drilling,
deepening, plugging back. testing, completine. und cquipping the well for production: or, at its option,
the operatmz party. in licu of an itemized statement of such vosts of operation, mayv submit a detatled
statement of monthly billings. Euach month thereadter. during the tuime the Consenting Parties are Teing
reimbursed as provided above. the Darty conductine the operations for the Conxentone Parties shail furn-
ish the Non-Consentinz Parties with an ttemized statement ot all costs and Labilities incurred 1 the
operation of the well, tozether with a statement of the quantity ot ol and cas produced from 1t and the
amount ol procceds realized from the sale of the well's working mterest proauct:on during the preceainz
month. In determining tht quanuty ot oil and zas produced during any month, Consenting 2aries
sholl use industry accented merhods such s, but not hmted o, meterins o peniodic well tests, Any
amount realized from the =ale or other disposition ol cquipment pewiv aeauired o connection withh any
such opcration which would have been owned by o Non-Consentinz Piaty bad st participated thevemn

sholl be credited against the total unretuwrned costs of the wors done and ot the coqumment purchased.

in determining when the interest ot such Non-Consenting Davty ~hall tevert to v as above provided:

and if there is a credit bulunce, 1t shall be pad to such Non-Consenting pua iy

If and when the Consenting Purties recover trom o Non-Coneentons Do

R oelingusned interest

the amounts provided for above, the relinguished interests or sucenr Non-dossentine Party shall wuato-

matically revert to 1t. and. from and atter such reverston, such Non-Consenting Pury =nall own the 2ame

interest in such well. the materiul and equipment i or periamitge thereto, ana the production there-
from as such Non-Consenting Party would have been entitled to huad st portcpoted in the driliing,
reworking, deepening or plugging back of said well. Thereatter. such Non-Consenting Party shall be
charged with and shall pay its proportionate part of the further costs of the operation of said well in

accordance with the terms of this agreement and the Accounting Procedure. attached hereto.

Notwithstanding the provisions of this Article VILB.2. it is avreed that without the mutual consent
of all parties. no wells shall be compicted in or produced from a source ol supply from which o well
located clsewnere on the Contract Arca is producing, unless such well conforms to the then-exisuns

well spacing pattern Jor such source of supply.

The provisions ot this Arvuele ~hall have no appiication whatsoever o the

well desceribed in Artiele VI cxeent ta) when Option 20 Article VILD L, has been

of the initial
selected. or (b))
to the reworiing, deenemne and plucoms back ot suen putal well, of such well s or thereatter shall
prove Lo be o dry hole ov non-commercral well, after havine been artfled o the centh specitied i Article

VI
C. Rieht to Take Production in Kind:

TR artv <l i e e “ S HR
Fach party shatl have the prant o take o Soud or sepurately dispose ob s provortionate shure of

all onl and cas produccd trom the Contiact Nrca, exclusive ol production which may be used in de-

velopment and proguciis operations and aa sreparing and Goeatine ol tor markelins purnoses and

procuction anavordabls doste Any o evnenaitin e meuried i the taine m hand oF separate dispo-

SHON by any party of s proporiaonate share ot the proauction shall bLe borne by such party,  Any

-1y -
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partv taking 1ts share of production in kind shall be required to pay tor only ils proporuonate snure
of such part of Qperator's surface facilitics which 1t uses.

Each party shall execute such division ovders and contracts as may be necessary for the sale of its
. . . . - NUURIN ‘R S tia
interest in production from the Contract Area. and. except as provided n Article VILE., shall be entitled
to rccerve pavment direct from the purchaser thereot tor its share of all production.

[n the event any party shall fail to make the arrangements necessary 10 take in kind or separately
dispose of its proportionate share of the oil and gas produced from the Contract Ared. Opcrator shall have
the right. subject to the revocalion at will by the party owning it. but not the obligation. to purchase such
oil and gas or sell it to others at any time and from time to time. for the account of the non-taking
partv at the best price obtainable in the area for such production. Any such purchase or sale by Op-
erator shall be subject always to the right of the owner of the production to exercise at any time its
right to take in kind. or separately dispose of, its share of ull oil and «¢as not previously delivered to a
purchaser. Anv purchase or sale by Operator of any other party’s share of o1l and gas shall be oniy for
such reasonable periods of time as are consistent with the minimum needs of the industry under the
particular circumstances. but in no event for a period in excess of one (1) year. Notwithstandinz the
foregoing, Operator shall not make a sale. including one into interstate commerce. of any other par:v's
share of gas production without first giving such other party thirty (30) davs \notxcu of such intenced

sale. prior written

In the event one or more parties’ separate disposition of its share ot the zas causes split-stream de-
liveries to separate pipelines and or deliveries which on a dav-to-day basis for anyv reason core not
exactly equal to a partv’'s respective proportionate share of total gas sales to be allocated to it. the
balancing or accounting between the respective accounts of the partics shall be in accordance with
any Gas Balancing Agrcement between the parties hereto, whether such Agreement is attacned as
Exhibit "E”, or is a separate Agrcement.

D. Access to Contract Area and Information:

Each party shall have access to the Contract Arvea at all reasonable times. at its sole risk to insvect
or observe gperations. and shall have access at reasonable times to information pertaming to the de-
velopment or operation thereof. includine Operator’s books and records relating thereto. Operator. ugon
regaest. shall furnish cach of the other parties with copies of all forms or reports tiled with govern-
mental acencies. daily drilling reports. well logs. tank tables. daily gauce and run tickets and vevorts
of stock on hand at the first”of cach month. and shall make available samples of any cores or cutlin
takeon from any well dritled on the Contract Arca. The cost of cathering and furmishing information to
Non-Operator. other than that specified above. shall be charvged to the Non-Operator that requesis the
information.

E. Abandonment of Wells:

1. Abandonment of Dy Holes: Except for any well dedled vursuant o Arvticle VB2 any well

which has been drilled under the terms of this acreement and s proposcd o pbe complieted as a dry hole

shall not be pluzeed und abandoned without the consent ot all partics. Should Operator, after dilizent
effort. be unable to contact any party. or should any party fail to reply withun fortv-cicht (48) hours
(exclusive of Saturday. Sundayv or legal holidayvs) after receipt ol notice oi the proposal to plug and
abzndon such well, such party shall be deemed to have consented to the proposed abandonment. All
such wells shall be pluzged and abandoned in accordance with applicable regulations and at the cost,
risk and expense of the parties who participated in the cost of drilling of such well. Any party who ob-
jects to the plugging and abandoning such well shall have the right to take over the well and conduct
further operations in search of oil and or gas subject to the provisions of Article VLB

2. Abandonment of Wells that have Produced: Except for any well which has been drilled or re-
worked pursuant to Article VILB.2. herecot for which the Consenting Parties have rnot been fully reim-
bursed uas theremn provided. any well which has been completed as a producer shail not be plussed and
abandoned without the consent of all parties. If all parties consent to such abandonmert, the well shail
be pluteed and abandoned in accordance with applicable reculations and ut the cost. risk und expense
of all the parties hereto. . within thivty (30) duvs after receipt of notice of the proposed abandennient
of ~uch well, all parties do ot aeree to the abandonment of any well those wishing 1o continue 1ts op-
erction shall tender 10 cach of the other parties 1its proportionaic share o1 the value ot the wells salvaole
material sind cqumpment, determined i accordance withv the provisions of - Exhiint “CLless the estimated

cort of salvazine and the estimated cost of plucame and  abandominz, Each  abandonme party

shatli

assten o the non-abandomps parties. without warranty, express or imphed, as to ttle or as to quanty

quality, o titress tor wse of the equipment and materiad, all ot ats interest in the well and velated cquip-
ment, together with s anterest an the

feaseinold estate as to, but only as to. theantervad orntervals o the
tormation ar JTormations then open o production. 7 the mmterest ot the abandoning party s or includes
cnootl and s interest, sach party shail exceate and dehiver to the non-abandonimg paety or parties ;-m

o and s dease, rmnted to cthe mterval o omtervals of the tormation or lormations then open to proguce-

an, tar o tenm of one vear and so lons thereattor as ol and o wos 1< produced trom tite nterval or inter-
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vals ot the toimation or formations covered thereby such lease to be on the form attached as Exnibit
ST The assienments or leases so limuted shall encompass the “drithng unit’” upon which the wetl is
located, The pavments by, and the assienments or leases to. the assignees shall be m o ratio based upon
the celationshin of thewr respective pereentaces of participation in the Contract Area to the aggregate of
the pereentaces of participation o the Contract Area of all asstences. There shall be no readjustment
ol nterest an the remaming portion of the Contract Arca.

Trereattor, ubandoning pavties shall have no further responsibility, liability, or interest in the op-
erntion of or production from the well in the interval or Intervals then open other than the rovalties
retained in any lease made under the terms of this Article.  Upon request. Operator shall conunue to
operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
terr plated by this agreement, plus any additional cost and charges whien may arise as the result of
the separate ownership of the assigned well.

ARTICLLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A, Liability of Partics:

The liability of the parties shall be several. not joint or collective. Each party shall be responsible
only for 1ts obligations. and shall be liable only for its proportionate share of the costs of developing
and operating the Contract Area. Accordingly, the liens granted among the parties in Article VILE. are
siven to secure only the debts of each severally. It is not the intention of the parties to create. nor shall
this agreement be construed as creating. a mining or other partnership or association. or to render the
parties liable as pariners.

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Arca. and a
security interest in its share of oil and or gas when extracted and tts interest in all equipment, to secure
payment of its share of expense, together with intevest thereon at the rate provided in the Accounun
Procedure attached hereto as Exhibit ~C™. To the extent that Operator has a security interest under ¢

1

]

Unitorm Coemmercial Code of the State, Operator shall be entitled to exercise the richts and remedies
of a secured party under the Code. The bringine of a suit and the obtaining of judument by Operator
for the secured indebtedness shall not be deemed an clection of remedies or otherwise affect the lien
rights or sccurity interest ds security for the pavment thereot, In addition, upon detault by any Non-
Opcerator in the pavment of its share of expense. Operator shall nave the right, without prejudice to
other richts or remedies. to cotleet from the purchaser the proceeds from the sale of such Non-Ogperator's
share of oil and or zas until the amount owed by such Non-Opcerator. plus interest has been paid. Each
purchaser shall be entitled to rely upon Opcerator’s written statement concermng the amount of any de-
fauit. Operator grants a like lien and security interest to the Non-Opcerators to secure payvment of Op-
crator’s proportionate share of expense.

If any party fails or is unable to pav its share of expense within sixty (650) davs after rend:ticn ol

a statement theretor by Operator. the non-detaulting parties, including Operator, shall, upon reqguest by
Opcrator. pay the unpard amount in the proportion that the mterest of cacen such party bears to the in-
terest ot all such partics. Each party so paving its share ot the unpatd amount shall, to obtain reimburse-
ment thereof. be subrogated to the security rights described in the forcegoing paragraph.

C. Pavments and Accounting:

Except as herein otherwise specifically provided. Operator shall promptly pay and discharge expenses
incurred in the development and operation of the Contract Avea pursuant to this agreement and shall
charee cach of the parties hereto with their respective proportivnate shares upon the expense basis oro-
vided 1n the Accountine Procedure attached hereto as Exhibit ~C. Operator shall kKeep an accurate
recerd of the joint account hercunder, showing expenses incwrrved and charzes and credits made and
received. N

Opurator. at its clection, shall have the right from time to ume to demandé wnd sccerve from the
othcr parties pavment an advance of thetr respeetive shares of the estimated amount ob the expense 1o
ke rrcurred in operations hereunder during the next succeedime month, which right mav be exercsed only
by submission to cach such party of un temived statement of such estimated expense. ogether awth

an mvorce lor ats sihave thereot, Each such stalement and mnveorce tor the payvment i advance of ©sty-
mated expense =hatl be submitted an or berore the 20th day ot the next preceding month. Each Larty
shall pav to ()pvl_':lltn’ Haoproportionate share ot such estimate withim tfteen (13) davs after such usi-
tunate and nvoree s reearved, [ oany party tarls to pav oats share of sind estimate withan said time, the

amotnt duae shall bear oterest s provided in Exintat ~C™ oantl paid. Proper adjustment shall be

made monthly between advances and acteal expense 1o the end that cach party shall bear and pav it
proportonate share ot actual expenses mewrced. and no more.
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D. Limitation of Expenditures:

1. Duill or Deeven: Without the consent of all parties. no well shall be drilled or deepened. ex-
cept any well drilled or deepened pursuant to the provisions of Article VLB 2. of this Adgreement. 1t temng
understood that the consent to the drilline or deepenine shall include:

T Option No 1: All necessary expenditures for the drilling or deepening, testing, completinz and
cquipping of the well. including necessarv tankaze and or surtace facilities.

K Option No. 2: All necessary expenditures Tor the driliing or deepemng and testing of the well. “Vhen
such well has reached its authorized depth. and all tests have been completed. Operator shall cive im-
mediate notice to the Non-Operators who have the right to participate in the completion costs. The parties
receiving such notice shall have fortv-cicht (48) hours (exclusive of Saturday. Sunday and lezal holi-
days) in which to elect to participate in the setting of casing and the completion attempt. Such election,
when made. shall include consent to all necessary expenditures for the completing and cquipping of such
well, including necessary tankage and or surtace facilities. Failure of any party receiving such nctice
to reply within the period above fixed shall constitute an election by that party not to participate 1in
the cost of the completion attempt. If one or more. but less than all of the parties, elect to set pire and
to attempt a completion, the provisions of Article VI.B.2. hereot (the phrase “reworking., decpeninzs or
plugging back™ as contained in Article VI.B.2. shall be deemed to include “completing™) shall appiv ‘o
the opcerations thereafter conducted by less than all parties.

2. Rework or Plug Back: Without the consent of all parties, no well shall be reworked or plurcced
back except a well reworked or plugged back pursuant to the provisions of Article VI.B.2. of this azree-
ment, it being understood that the consent to the reworking or pluggin

¢ back of a well shall inciude
consent to all necessary expenditures in conducting such operations and completing and equippinz of
said well. including nccessary tankave and or surface facilities.

3. Other Operations: Operator shall not undertake any single project reasonably estimated to reguire
an expenditure 1n excess of Fifteen thousand-----------ccc----- Dollars (815,000, 0¢ )

except In connection with a well, the drilline, reworking, deepening, completing. recompleting, or piuu-

giny back of which has been previousiv authorized by or pursuant to this acreement: provided, how-
ever. that. in case of explosion. fire. tlood or other sudden emergency, whether of the same or diffcrent
nature. Opcrator may take such steps and incur such expenses as in its opinton are required to deal with
the emergencey to safesuard life and property but Overator, as promptly as possible, shall report the cmer-
gency to the other parties. If Operator prepares “Authority for Expenditures” for its own

use.

Operator. upon request. shall furnish copies ot its “Authority for Expenditures” tor anv sinele project
. - 4 . o N \

costing in excess of Fifteen thousand-------=----ce-c--uo--- “uitars (515,200.C0 v,

E. Rayalties, Overriding Rovalties and Other Payments:

Each party shall pay or deliver. or cause to be paid or delivered. all rovalties to the extent of

one-eiahth (1/8)

frorn any liabtlity theretor. I the interest ol any party i any ol and zas lcase covered by this agree-

due on 1ls share of production and shall hold the other parties :ree

mert 1S subject to any royvalty. overriding rovallyv, production pavment. or olner Chirze over and Loove

the aforesaid royalty. such party shuall assume and clone btear all such oblications ard shall accoun

for or causc to be accounted for. such interest 'o the owners thereot.

No party shall ever be responsible. on any price basis higher than the price received by such party.
to any other party’s lessor or royalty owner: and if any such other party’s lessor or rovalty owner should
derrand and receive settlements on a higher price basts, the party contributing such lease shall bear the
royalty burden insofar .as such higher price is concerned.

F. Rentals, Shut-in Well Pavments and Minimum Rovalties:

Rentais, shut-in well pavments and mimimum royalties which may be required under the terms of
any lease shall be paid by the party or parties who subjected such lease to this agreement at its or thewr
expense. In the event two or more partics own and have contributed interests in the same lease to this
agreement. such parties may destonute one of such partics to make said pavments for and on behalf of all

such parttes. Any party mav request. and shall be entitled to recetve. proper evidence of all such

pay-
merts. In the event ol Tailure to make proper pavment of any rental, shut-m well pavment o mininium
royalty throuch nustake or oversicht where such pavment is required to contunue the lease o torcoe

any joss which results from such non-pavment shall be borne in accordance with the provisions ot

Article
[vV.B.2.

Operator =hutl notny Non-Operator o the anticipated completion ol o shut-m cas well, oc the shut-

tiny an or relurn Lo procaction ol o producins cas weils gt least tive (5) davs (excluding Saturday Sun

. R ~ t i
dav and hohidavs), or ot the carliest oprortanity permitted by clireumatances, priov to tking suen action
but assumes na habihte dor taddure to do =00 In the cvent o Golure by Onperator "o <o notiiy Non-

Operator ine loss ol any lease eontithuted hereto by Nan-Operator tor taare to make timety pavments

-4 .
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of anv sbut-in well pavment shall be borne Jointly by the parties hereto under the provisions of Avtele
IV.13.3.

(i, Taxes:

Beminnine with the tirst calendar vear after the elfective date hereof, Operator shull render fov ad
valorem taxation all property subject to this agreermnent which by law should be rendered for such
taxes. and it shall payv all such taxes assessed thereon before they Pecome delinquent. Prior to the ren-
dition date. cach Non-Operator shall furmish Operator information as w0 burdens (to include. but not be
lim ted to. rovalties, overnding rovalties and production payments) on leases and oil and gas interests con-
tributed by such Non-Operator. If the assessed valuation of any leaschold estate 1s reduced by reason ot its
being subject to outstanding excess rovalties, overriding royalties or production payments. the reduction in
ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such leasehold
estate. and Operator shall adjust the charge to such owner or awners so as to reflect the benefit of such
reduction. Operator shall bill other parties for their proportionate share of all tax payments in the man-
ner provided in Exhibit "C" gag pprticle XV.D. for additional provisions

[f Operator considers any tax assessment improper. Operator may, at its discretion. protest within
the time und manner prescribed by law. and prosecute the protest to a final determination. uniess all
pariies agree to abandon the protest prior to final determination. During the pendency of administrative
or judicial proccedings. Operator may elect to pay, under protest, all such taxes and any interest and
penalty, When any such protested assessment shall have been {inaliv determined. Operator shail pav
the tax for the joint account. together with any interest and penaity accrued. and the total cost shail then
be assessed against the parties, and be paid by them. as provided in Exhibit ~C”.

Each party shall pay or cause to be paid all production. severance, eathering and other taxes im-
posed upon or with respect to the production or handhing of such party's share of oil and or gas vro-
duced under the terms of this agreement.

H. Insurance:

At all times while operations are conducted hereunder. Operator shall compiv with the Workmen's
Compensation Law of the State where the operations are bemnz conducted: provided, however, that Op-
erator may be a sclf-insurer for liability under smid compensation laws in which cvent the only charde
that shall be made to the joint account shail be an amount cquivaient to the premium which wouid have
been pard had such insurarce been obtained. Operutor shull also carry or provide nsurance for the

benarit of the joint dccount of the parties as outhined in Exi

bt DY attached to und made a part nereof.
Opcrator shall require all contractors enwaced in work on or for the Cuntract Arca to comply with the
Workmen's Compensation Law of the State where the operations are bemoz conducted and 10 ma:ntain
such other insurance as Operator may require.

In the cvent Automobile Public Liability Insurance is specitied in said Fioabit D7 or subsequently
reccives the approval of the parties. no divect charge shall be maae by Onerator for premiams paid Jov
such insurance tor Operator’s fully owned automouve equipment

ARTICLE VIIL
ACQUISITION. MAINTENANCE OR TRRANSFER OF INTEREST

A.  Surrender of Leases:

The leases covered by this agrecement, insofar as they embrace acreace in the Contract Area. shall
not be surrendered in whole or in part unless all parties consent thereto.

However, should uny party desire to surrender its interest in any lease or in any portion thereot. and
othcr parties do not agree or consent thereto. the party desiring o surrender shall assign, without express
or imphed warvanty of title. all of its interest in such lease. or portion thereot. and any well, material and
cquipment which may be located thereon and any rvights in production thereatier secured, to the parties

not desiring to surrender 1t If the interest of the assigning party anciudes un o1l and zas interest. the

as-

steming party shall execute and deliver to the party or parties not desirine to surrender an oil und s

lease coverimg such oil and 2as interest for a term of one yeuwr and so lone thereatier as oil and or aas
A

15 proauced from the land covered therebv, such lease to Le on the rorm attacked Bereto as Exhibit »p
Upon such assienment, the assienins party shall be relieved trom all oblications theveatter Gecruimne
but not theretoiore seerued. with respect to the acreage assiened and the operation ol any welj thorenn.,

and the assiaming party shall have o further mterest i the fease asstened and 1 cquinment and Dro-

duction othier than the rovaities retained n uny lease made under the teems of this Avticle. The partes

assienee shall pay to the purty assienor the teasonanle salvaue vulue of the fatter's interest in any wells

and cagmpment on Lhe assaned aereaze. The vatue of il mateoal <nall be determmned  in

accordance
with the provisions ol Exhbar -C7

less the estimated cost ot satvacie and the estimiated cost of oluw-

sz and aoandomnes I the asstanmment s o favor of more than one party, the assizned interest shogl
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be saared by the parties assignee in the proportions that the anterest of cach bears to the interest of all

parties assienee.

Ay asstenment or surrender made under this provision shall not reduce or change the assienor's or
surrenderime parties’ nterests as it was immediately betore the assignment. in the balance of the Contract
Area: ana the acreave assiened or surrendered. and subseguent operations thereon. shall not thereatter

be subject to the terms and provisions of this aoreement,
B. [eunewal er Extension ot Leases:

If any party secures a renewal of any oil and 2as lease subject to this Adreement, all other parties
shall be notitied promptly, and shall have the right for a peried of thirty (30) days following receipt
of such notice in which to elect to participate in the ownership of the renewal lease. insofar as such
lease atfects lands within the Contract Avea. by paying to the party who acquired it their several prooer
proportionate shares of the acquisition cost allocated to that part of such lease within the Contract Area,
whizh shall be in proportion to the interests held at that time by the parties in the Contract Area.

[f some. but less than all. of the partes clect to participate in the purchase of a renewal lease. it
shall be owned by the parties who elect 1o participate theretn. in a ratio based upon the relationsihip of
their respective percentage of participation in the Contract Avea to the adgrceate of the percentzzes
of participation in the Contract Area of ali parties participatinz in the purchase of such renewal leoase.
Any renewal lease in which less than all parties clect to purticipate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its
proportionate interest therein by the acquiring party.

The provisions of this Article shall apply to rencwal leases whether they ave for the enuire interest
covered by the expiring lease or cover only a portion 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 aite
the expiration of the existing lease shall be subject to this provision: but any lcase taken or contracied
for more than six (6) months after the expiration of an exmisting lease shall not be deemed a rencewal
lease and shall not be subject to the provisions of this acreement.

The prowvisions in this Article shall apply also and in litke manncer to extensions of ol and

leases.  gaa Apticle XV.E for additional provisions.

sas

C. Acrcage or Cash Contributions:

While this agreement is in force. if any party contracts for a contnibution ot cash toward the aniing
of u well or any other operation on the Contract Avcu. such contribution shall te pata to the party wno
conducted the drilling or other operation and shail be applicd by it aemnst tie cost of ruch driliing or
other oneration. If the contribution be in the form of acreaze. the party (o wnom the contribution s

L

macdce shail promptly tender an asstenment of the acrcaze, without warranty ot title, o the Dol

Parties in the proportions said Dnlling Puarties shared the cost ob derdling the weelll I8 G parties bovet
are Dnithing Parties and zecept such tender. such acreace shull beecome o purt of the Contract Arvea ond
he voverned by the provisions of this adgreemoent. [ less than all pavties bereto are Dnmiling Purties and
accept such tender. such acreage shall not become a part ol the Contract Avea. Each party shatl grompt-
Iy notify all other parties of all acreage or money cantributions it may obtain in support of any wetl ot
any other operation on the Contract Arvea.

If any party contracts for any consideration relating to disposition of such party’s share of subsiznces

S hdaa
produced hereunder. such consideration shall not be deemed a contribution as contemplated in this
Arucle VIILC.

D. Subsequently Created Interest:

Notwithstanding the provisions of Article VIILE. and VIILG.. if any party hercto sitall. subsequent
tn execution ot this agreement, create an overriding rovalty. production payment. or net proceeds inter-
estowihich such anterests are heremnatter referred to as “subsequently created interest”. such subscequently

created interest shall be speaificaily mude subject to all of the terms and provisions of this aurcement. us
follows:

Lo I non-consent operations are conducted pursuant o any provision ol this adreement. gad the

party conductinz sucn operitions becomes enttied to recerve the proauction attributable 1o the interest
out ot which the subseauently ereated mterest s derived, such party =hall recetve same free ana cleur
at such subsequentdy created mterest. The pacty creatineg sune shall bear and pay all sueh subseguently
creaced mterests and shall idemnmiy and Boild the other parties hereto Tee and harmless from any and
Al habihity resultime thererrom, - .

L L
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20 I the owner of the mterest from which the subsequently created mterest s derived (1) fails (o

pay. when due. its shave ot expenses charceable hereunder, or (2) clects to abandon o well under nro-
visiens of Article VIED hereot, or (3) clects to surrender o lease under provisions ol Article VIIL AL
herear, the subsequently created mterest shall be chareeable with the pro vata portion of all expenses
aereunder mothe same manner as 1f such anterest were g o workime nterest. For purposes of cotlecting
such charveable expens=es. the pacly or partics who reccive assiehments as a result of (2) or () ahove
snal. have the right to entoree all provisions of Avticie VILB. hereon acamst such subsequently created
mterest.

E. Maintenance ol Uniform Interest:

For the purposc of mamntaining uniformity of ownership in the oil and =2as leaschold interests
covered by this agreement. and notwithstanding any other provisions to the contrary. no party =hall
sell. encumber. transter or make other disposition of 1ts interest 1n the leases cmbraced within the Con-
tract Avea and in wells. equipment and production unicss such disposition covers cither:

1. the entive interest of the party in all leases and cquipment und production: or

o

L ot

an equal undivided interest in all leases and cquipment and procuction in the Contrac: Arvea.

Every such sale. encumbrance, transfer or other disposition mace by v oparty shall be made ex-

pressly subject to this agreement. and shall be made without prejudice to the rant of the other parties.

If, at any time the interest of any party is divided amons and owned Ly four or more co-owners,
Operator. at its discretion, may require such co-owners 1o appoint a smaie trustee or agent with full
autlority to receive notices, approve expenditures, receive billines for and approve and payv such party's
share of the joint expenses. and to deal generally with, and with vower to bind. the co-owners of such
party’s interests within the scope of the operations embraced in this azcreement: however. all such
co-cwners shall have the right o enter into and exceute all contracts or agreements for the disposition
of their respective shares of the oil and ¢as produccd from the Contract Area and they shall have the
right to recetve. separately. payment of the sale proceeds hereot.

F. Waiver of Right to Partition:

If permitted by the faws of the stute or states i which the proserty covered hereby is located. each
party hercto ownine an undivided interest in the Contract Arvea warves anv and all richts it may bhave
to partition and have set aside to it in severalty s undivided mterest thereimn.

G} . Lo o

- vy , vy e
S . - i, i i “ JEu 3 L. L. L. I

interests

e Contract Areac it shall promotiy cive writlen notice o the otner parties, with 0
mation concermnIsg pronosed sales wihneh shull oaclude the name ana wintiess ol DeaTOspective pur-

chaser (who must be readys ,

line and abie to purchase). the machase a il other terms of

the offer. Thie other sarties <hail Ve an oplional prioy g

reccipt of the notice. o purchase on the samd 2y oand Tilions the oot wnretr the other cariy

1<

proposes to sell: and. 1t this optional right

TN ptrehusing parties shail share the our-

chased interest in the proportions th; e
parties. However, there shall be -
to mortgace 1ts int eq:/m to dispose of its interests by meraer, reorcanizat.on, .
of dwkﬁm‘:\ all of its assets to a subsidiary or parent company or 0 a subsidiary of

P2 oVl SO e b vt b et e b e

nterest ol cach beors e ol interest of all purchasing

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create. a relationship of part-
nership or an assoctation for profit between o1 among the parties hereto. Notwithstanding any pro-
visions herein that the rights and liubilities hereunder are several and not joint or cuiicctive, or that this
agreement and operations hercunder shall not constitute a partncershim. Lo dor Federal mcome tax pur-
poses. this agreement and the operations hercunder are vecarded as o partrershing cach pacty hereby
atfected elects to be exciuded trom the application of all ot the provisions of Subcnaoter “K™ Chapter
I, Subtitle "A7, ot the Internal Revenne Code of 1954, as permutted and authoried by Scetion 61 or
the Code und the reculations promuleuted thereunder. Operator s authorized and ducected (o execute on
behalt of cach party hereby attected suchv evidence of this cicction as may be required by the Sccretary
ot tre Treasury ot the Uniited States or the Federal Intemal Devenue Serviee, meludine spectiealiy, bu-1
not by wavo ot hmitatwon. all ol the retuins, <slatements, and the dala required by Federg) Revula-
tons 17610 Should there be any tequirement that cach party ereby atfected sive turther evidonce of
this clectuon, cach suen party =hall cxecate such doctments and furntsh suen other evidence oy mav be

cequurea by the Federal Internal Revenue Service o as mav be necessary o evidenee this eleetion, No

<12
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such party shall dive any notices or take anv other action mconsistent with the election made hereby.
If anyv present or tuture income tax laws ol the state or states in which the Contract Arvca 1s located or
any future mceome tax faws of the United States contain provisions stmitlar to those i Subchapter K&,
Chv:npu.‘r . Subtitle “A7. of the Internal Revenue Code of 1954, under which an election simidar to that
provided by Section 761 of the Code is permitted. cuch party hereby atfected shadl make such clection as
mayv be permitted or required by such laws., In making the torecoing election, each such parly states that
the income derived by such party from Operations hereunder can be adeguately determined without the
computation of partnership taxable income.

ARTICLE X.
- CLAIMS AND LAWSUITS

Opecrator may settle any sincle damagze claim or suit arising trom operations hereunder if the ex-
penditure does not exceed __Foyr thousande=--—c—cccc-cccmamcae e e meo = mm————— Dollars
(5_4.,000.00 ) and if the payment is in complete settlement of such claim or suit. If the amount
required for settlement exceeds the above amount, the parties hereto shall assume and take over the
further handling of the claim or suit. unless such authority is delecated to Operator. All costs and ex-
pense of handling, settlina. or otherwise dischurging stch claim or suit shall be at the joint expense

of the parties. If a claim is made against anv party or if any party is sued on account of any mutter
arising from operations hereunder over which such individua!l has no control because of the rights given
Operator by this agreement. the party shall immediately notify Operator. and the claim or suit shall
be treated as any other claim or suit involving operations hereunder.

ARTICLE XI.
FORCE MAJEURE

If any party is rendered unable. wholly or in part. by force majeure to carry out its oblizations
under this agreement. other than the obligation to make monev payments. that party shall give to all
other parties prompt written notice of the force majeure with reasonably tull particulars concerning it:
thereupon. the obligations of the party givine the notice. so tar as they ave affected by the rorce majeure.
shall be suspended during. but no loncer than, the continuance of the torce majeure. The atfected party
shall use all reasonable diligence to remove the force majeuve situation as quickiv as practicabie.

The requirement that any force majeure shall be remedied with all reasonable dispateh shall not
require the settlement of strikes. lockouts, or other labor ditficulty by the party involved. contrary to 1ts
wishes: how all such difficutties shall be handled shail be entirely within the discretion of the party
concerned.

The term “force majeure”. as here emploved. shall mean an act of God. strike. lockout, or other
industrial disturbance. act of the public enemy. war, blockade. public riot, lightnine, {ire, storm. flood.
explosion, governmental uction. covernmental deluv. restraint or inaction, unavatlability of equipment,
and any other cause. whether of the kind spectfically enumerated above or otherwise. which s not
reasonadly within the control of the party clurming suspension.

ARTICLE XIL
NOTICES

All notices authorized or required between the parties., and reauired by any of the provisions of
this agreement, unless otherwise spectfically provided. shall be given in writing by United States mail
or Western Union telegram. postage or charges prepaid. or by teletvpe. and addressed to the partv to
whom the notice is given at the addresses listed on Exhibit “A”. The originating notice given under any
proviszion hereof shall be deemed given orly when received by the party to whom such notice is directed.
and the time for such party to give any notice in response thereto shall run from the date the originat-
ing notice 1s received. The second or any responsive notice shail be deemed given when deposited in
the United States mail or with the Western Union Telewraph Company. with postade or charues prenard.
or when sent by teletyvpe. Each party =nhall have the right to change its address at any time. and {rom
time to time. by giving written notice hereot to all other parties.

ARTICLLE XIII.
TERM OF AGREEMINT

This agreement shall remam i Tull foree and etreet os to the ol and cas leases and or ot and gus 1 -
terests subjected hereto tor the pertod ot time sclected below: provided, however, no party hervelo shull
cver be construed as having any rizhto e or interest moor to any fease. or o1l and sas mterest con-
tributed by anv other party beyvond the term of this aereement,

-

Option No. |1 So long as any ot the ol and 2as leases subject to thas aareement remam or are con-
tinucd 1 torce as Lo any part ol the Cantract Nea, whether by production, extenswn, renewal vr other-

wise, and or <o lone as otl andsor 2as production continues trom any fease or ol and 2as interest,

=14 -
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X Ovpuon Noo 2o In the event the well desertbed in Article VAL ov any subserquent well cdrilled

under any proviston ot this agreement. results in production of oil and or wus in paving gquantities, this
asrecment shall continue i toree =0 lone as anv such well or wells produce. or are capable of produc-
tion, und for an additional period nr']iduys from cessation ol all production: provided. however,
it. prior to the expuration ol such additional period. one or more of the parties hercto are enwaged in
dritling or reworking o well or wells hercunder, this agreement shall continue in farce until sucen op-
erations have been completed and if production results therefrom, this agreement shall continue 1n
force as provided herein. In the cvent the well deseribed  in Acticle VAL or anv subscquent well
drilled hercunder. results in a dry hole. and no other well iy producing, or capable of producinz oil
and or zas from the Contract Area. this agreement shall terminate unless drilline or reworking npera-
tions are commenced within__'2~  days from the date of abandonment of said weil.

It is acreed. however. that the termination of this agreement shall not relieve any party hereto from
any liability which has accrued or attached prior to the date of such termination.

ARTICLE XIV.
COMPLIANCE WITHH LAWS AND REGULATIONS

A, Laws. Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in whicnh the commitied
acrecage 1s located. to the valid rules. regulations. and orders of any duly constituted reculatory body of
said state: and to all other applicable federal. state. and local laws. ordimances. rules. regulations. and
orders,

B. Governine Law:

The essential vahidity of this acreement and all matters pertaming thereto, including, but not lim-
ited to, matters of performance. non-pertormance. breach. remedies. procedures. richts. duties and in-
terpretation or construction. shall be governed and determined by the law ot the state in whicn the
Contract Arca is located. If the Contract Avea is in two or more states, the law ol the state where most
of the lund in the Contract Area s iocated shall covern,

ARTICLLE XV
OTIHER PROVISIONS

A. Sale of Gas Production:

It 1s reccgnized by the parties hereto that in addition to each party's share
of working interest production as shown in Exhibit "A", sucnh party shall have the
right, subject to existing contracts, to market the royalty cas attributable to
each lease which it contributes to the Contract Area and to recsive payments due
for such royalty gas produced from or allocated to such leass or Jesases. It is
agreed that, regaraiess of whether each party markets or contracsts for its share
of gas, including the royalty gas under the leases whicn it contributed to the
Contract Area, such party agrees to cay or cause to Le paild to tne royalty owners
under its lease or leases the proceeds attributable to their recscective royalty

interest and to hold all other parties hereto harmless for its failure to do so.
B. Billing Additional Interests:

Notwithstanding the provisions of this agreement and of the accounting procedure
attached as Exhibit “C", the Parties to this agreement specificaily agree that in
no 2vent during the term of this contract shall Operator be required to make more
than one billing for the entire interest credited to each Party on E£xhibit "A". It
is further agreed that if any Party to this agreement (hereinaftter referred to as
"Selling Party') disposes of part of the interest credited to it on Zxhibit "A", the
Selling Party shall be solely responsible for billing its assignee or assignees,
and shall remain primarily liable to the other parties for the interest or interests
assigned and shall make prompt payment to Operator for the entire arount of state-
ments and billing rendered to it. It is further understood and acreed that if Selling
Party disposes of all its interest as set out on Exhibit "A", whetrer to one or N
several assignees, Operator shall continue to issue statements and billings tg the
Selling Party for the interest conveved until such time as Seiling Party has
designated and qualified one assignes to receive the billing for the entire
interest. In order to gualify one assianee to receive the billing for the entjre
interest credited to Selling Party on Zxnibit "A", Selling Party snall furnisn
to Operator the following:



1. Written notice of the conveyance and photostatic or cer-
tified copies of the assignments by which the transfer was nade.

2. The name of the assignee to be billed and a written state-
ment signed by the assignee to be billed in which it consents to
receive statements and billings for the entire interest credited to
Selling Party on Exhibit "A" hereof; and, €further, consents to nandle
any necessary sub-billings in the event it does not own the entires
interest creditad to Selling Party on Exhibit "A".

C. Disbursement of Royalties:

If a purchaser of any 0il, gas or other hydrocarbons produced €from
the Contract Area declines to make disbursements of all royalties,
overriding royalties, working intervests, and other payments out of, or
with respect to, production revenues which are payable on the Contract
Area, Operator may, at its option, from time to time, make dishurse-
ments on behalf of any Non-Operator who requests in writing that
Operator do so. Each Non-Operator for whom such disbursement is made
shall furnish Operator with the following:

1. Such documents as may be necessary in the opinion of Operator
to enable Operator to receive all payments for oil, gas or other
hydrocarbons directly from the purchaser thereof,.

2. An initial list of names, addressces, and interest (to a seven
place decimal), on a tract, unit, purchase contract, or other such
pasis as, in the opinion of Operator, is necessary for efficient admi-
nistration, for all royalty, overriding rovalty and other interest
owners who are entitled to proceeds from the sale of production
attributable to such Non-Operator's interaest. Also, any changes o
the initilal list shall be furnished promptly to Operator in writing.

Operator will use its best efforts to make dushursements
correctly, but will be liable for incorrect disbursement only in the
event of gross negligence or willful misconduct. Any Non-Operator for
whom such dishursements are made hereby agrees to indemnify and hold
harmless Operator for any loss, including court costs and attornevy's
fees, which may be incurred as a result of Operator's making such dis-
bursements in the manner prescribed by Non-Operator.

D. Article VII.G., Addition:

I1{ the Operator is required hereunder to pay ad valorem taxes
based in whole or in part uapon separate valuations of each party's
working interest, then notwithstanding anything to the contrary
hereirn, chargas to the joint account shall e made and paid by the
parties hereto in accordance with the percentage of tax value
generaged by each party's wWorxing interest.

E. Arvrticle VIIL[.B., Addition:

Nctwithastanding anything to the contrarv contained herein, each
party comnitting a lease or leases to this agreement shall have the
option upon the expiration of each lease to renew or extend such lease
and tc bear the renewal ar extansion costs and expenses and thereby
retain its original interest and title in said lease. By exercising
such cption, the parties' working interests shall remain unchanged.

If the original lease owner does not exercise its option within sixty
(60) days after the expiration datz of the original lease, the

renewal or extension lease will then be subiject to the terms of this
article as written above. If any working interast owner other than
the original lsase owner renews Or extends the lease, the renewing or
extending party snall furnish the original lease owner an itemized
statement Of the completa renewal Or extension costs and expenses of
such lease. The original lease owner shall have sixty (60) days after
the receipt of such itamized statement to reimburse the renawing or
extending party in full. Failure of the original lease owner to do so
shall result in the forfeiture of its opbtion hererunder. The provi-

sions hereof shall only apply to leases or nortions of leases locateqd
in the Contract Area.



?. As batueen the interest of TXO and FINA, this Agraement shall o2
subject and subordinate to that Certain 0il & Sas Lease Acquisition
and Develooment Agreement datad October 22, 1982, bhetween TXO
SRODUCTIAN CORP. and APCOT-FINADEL JOINT VENTURE. In the event of a
conflict between this agreement and the 0il s Gas Lease Acduisition
and Develooment Agreement, the terms of the 0il and Gas Lease
Acquisition and pDevelooment Agreement shall prevail. fpon termination
of the 0il & Gas Leasc Acquisition and Development Agreement, this
Agreerent shall b2 amended as between TXO and FINA in the nanner pro-
vid=d in Article XTI of the Oil & Gas Lease Acquisition and
Develcpment Agreement.

G. Ac between APCOT-FINADEL JOINT VENTURE and any othar sarty hereto
the non-consent penalties specified in Article vI.3.2(a) shall bhe
100%/100%; and the non-consent penalties specified in Article
VI.B.Zz(b) shall he 300%/300% as to all wells drilled to a depth of
10.000 fest subsurface or less, and 400%/400% as to &1l wells drili=d
to a depth greater than 10,000 feet subsurface.
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l ARTICLE XVIL
2 MISCELLANLEOUS

H
4 This acrcement shall be binding upon and =hall inure to the benefit of the parties hereto and to their
3

respeetive  hewrs, devisees. lesal vepresentatives, successors and assigns,

i This instrament may be executed in any number of counterparts, cach of which shall be consicered
S uan oriemnal tor all purposes.

10 IN WITNESS WHEREOF. this agreement shall be effective as ot day ot
11 19
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. e EXHIBIT "B"

“roducers BR—TXO Form 111 - Revised 4/79

With Ponlng Clause OIL, GAS AND MINERAL LEASE

THIS AGREEMENT made and entered inta this day of .19 , beeween

hereinafter ailed “lessor” (whether one or more), whose post ofiice address

and

hereinaiter calied “lesser”, whose post atfice address s

1. Lessoe, in considerstion of - Dollars ($ )
in hand paid, rece1prot winch 15 nereby aCKOWICURed, Ut tIC r0Y3lics heretn provided ana ot (A€ aZrCCMENTS Of (NE 1E€35€E NETEIN CONTAINEY, NETEDY RTANLY, ie 2565 and lels, CXCIUSIVEIY UN(G 1€ 550E
fot the purpose of InvestiRatinNg, EXPIVLINR, pruspc(lma.drl“lnl. MINING and OPerating tor and proaucing oti, gas and ail other minerais. injecung Ras, waters, other tluids. 2ir and other gasevus
substances INTo subsUrIace SITata, iayINg pLpe ines, stonng i, bw‘dl_ﬂil [A0X3, PUWET STONS, L1ECLNC LTANSMISSION Lines, telephone 1nes, and otner structures and mmn.s thereon 10 £rocue,
save, lake care of, treat, process, store and eansport said minerals and other Products ManusacTured thereffom, and NOUSING 3Nd OINETWISE CATING 10T 1S EMPIOYEes, (M€ 1CLOWINE CEMI10ed un.:;

in

Councy, Texas. to-win

Notwithstanding any particular description, it is nevertheless the intention of lessor to include within this lease. and lessor does hereby lease. aot only the Lind so described but 2150 3ny and all
other land owned or ciaimed by lessor 1 the heretn named sucvey or surveys, or (N adjoimng surveys, and adjoining the Nerein descrioed (aNd UP (0 (e bOUNAALIES VI TNE ADULLING (s RCOWNE TS,

the leased lands being hereinafter referred to as "said land”. For the purpose of calculating the rental payments heremnafter provided for, said land is esnmated 10 comprise

acres, wnether it actually comprises more or less. as -l Ong as th_l S JOA 1 S in effect

2. Subject to the other provisions herein conrained, this lease shail remain in force for a term efdrve~Sraesrs rom this date ccailed "primary term™). and as iong thereateer 35 onr. 2as or other
minerai 15 produced from said physical land or fand with which said land or any part theteot 1s pooied. of tnis icase 15 maininea by virtue of some otnet provision nereor

3. The royalties to be paid by lessec are: (a)onoil. and on other liquid hydrocarbons saved at the well, one-e1ghth of that produced and saved from said land. same 10 be deliveted at tme weiis ar
to the credit of lessor in the pipe hae to which the weils may be connected with lessor s interest 1n esthier case bearing 1ts Propotion of ANV EXPEnses [Of (FEIBAZ O (D MIKE 1T MIrKetidIe I3
crude and lessee having the oprion, at any tume of from tme (0 tme, 10 purchase iessor s oil at the weil, paying tnefetor the iawiul Market price on Ine dale of purcnase LOF OHUt Hae Qeade and
graviry prevading for tne f1eld nearest where such o1i is produced; (b) 0n gas. inciuaing casinghead gas and all gasevus substances, proauced trom saia land 30d sold. ooe-€ 1A TN Ul (he 2amount
reaiized from sucn sale: (c) on gas, uciuding casingnead gas and ail gaseous substances, produced (r0M s21d iand 2nd used Ot sa1d land by iessee 2n1d not denentung (€ssor, the Marxet viue at the
mouth ot the weil of one-e1ghtn of the gas 5o used off said land; (d) on ail ather minerais mined and macketed, one-ergnth, either 10 kind or vaiue 2t the weil o Mine. atiessee s e ex Lion. exepe
that on suiphur the royaity shali be One Dollar ($1.00) per iong ton; and (e} 1t at any time whiie thefe 1s a gas well of wetis on the saia land of fand POOIEA thefewith 110€ The Purtoses ut this
clause () the c2rm “gas weil  shali include weils capable of producing naturai gas. condensate, cisuilate of any gaseous substance and wetls classitied as gas wetls by any guvetnmentar authonvs
and such well or wells are shut-in, this lease snail continue 1n force tor a penod ot either: (i) minety (Y0) davs trom the date such weti or weils are snuc-in, (12) nmery U1 &ivs 170M the
effective date tor inziusion of saia land or a porton thereot witnin a unic on which 1s located a snuc-1n gas weil; {3) the date (nis lease ce3ses 0 De MAINGINEY bY 1Ne PAYMENT 1 JnALM SClay
rentals; or £4) mnety (90) days trom 1he dare this lease ceases 10 be otherwise manrained as proviaed herein, wnichevers ss the later dare, and betore ine CEDILALIOA Ol INY I N DL 1R (CSWEC F
any assignee nereuraer May pay or tender an advance annual royalty equal 10 the amount 02 deidy 1encals proviaed 1o m thus icase tor the acreage then Rewd UAUET (NS 33 O (RC Cary Making
such pavment or cender, and if such payment ar tender is made, this lease shall continue 1n force and i shail be considered (Bat 3s 1< DCIAR PrOIUCED TAUM $31d 120G 10 PAVIAR GUANTITES WiERIA
the mearung ut Parigrapn 2 hereot tot one {1 ) yeat trom the date ot such payment, and in ke Manner subdsequent advance 2NN TOVAIIY PavMENTs May De MAUE OF (€M IeU 4 (s e ase 3N ail
continue 1n torce and 1t will be considered that gas 1s being produced from said iand 10 payiNg QUANGLLES MIthiN (Ne Meaming of 531d Paragrapn £ duning 4ny annuwit perid 1uf B0 su n rovaiey
1s 50 paid or tendeted; such advance annual rovaity may be pawd of tendered in the samme Mannet and (O the $ame Je pository 1s provided Nerein tor the pavment or teNAer Of SELaY TENTaIY. Tovairy
accruing (o the owners thereot on any production from said land during aay annuai period 1or WhiCh aUvanke annudl 10Yairy Is paid May be credited against such advamme Saymene

4.1f operaions for drilling or mining are not commenced on said Jand or on iand pooled therewithon or before one (1) yeas irom this date. this lease snall terminaie as o both parnes. umiess

on or before one (1) year from said date lessee shall pay or tender to lessor a renai of

Dollars ($ 3 which shall cover the privilege of defercing commencement of such oberations for a period of twelve (12} montns In kke manncr and upon tke tayment oe
tenders, annuaily, the commencement of said operations may be turiner delerrea for sULLESSIve PEICS of the same numbder 0 MUAINS. €3N dunny (NE Prumasy (Crm. Paymenc of temer uf

rental may be made to lessor or to the Bank ,which bank orany
successor tnereof, shiall continiue to be tne agent 10t iessor and HESSOL § RIS, tEPICSENIANSES, SLLESSULS 40U 4331NS 1 SLCN DANK tOF 3NY SUCCEYSOL DINK ) sN2illa, LQUIdAIC. Of D S {TTUEI DY
another bank. Or tOt any reason (ati Or retuse <0 accept rendal, lessee snaid notbe heid indetauit untu tnicry (201 days JLETIESIOC SNAUTICHVET 1) 1033 & (EVUITIDIE MSLUMENT MALIAR PEUvISIA
for anuther method ot payment of tender. The PaYMENT OT teNUET Of [ENI3 1 My O Made Oy CNewk ur drartot fessce, mangd or deltvered (0 .S“d banx or e Arener (eSSl it Mane (Nan uNE. LN
ot betore the reneal paving date, and the payment of tender will be deemed made when e Lhedk OF Araft s so dehivered uf Maueyd f iessee shall, KN O DEIOrE ANY rENIAL OF 23 vaNCE ANNUAL
rOoyairy payment uite, Mike a bONA fide AEeMPL (0 PV OF SEPLSIL 3 (ENTA1 OF JUVANCE 1NN FOYAILY PAYMENI (0 2 1CS300 UL LOYRY UNNET ENTILEG (NEFELO Under (his I623€ A COIAINg (O IE1seT 3
records a1 tne nme of such payment, and if such payment ot deposit stail be erroneous 1040y re2ard. lessee snail be Golgated (0 pay 10 S N ISS30F VL FOYAIY OWNCT ThE 18NT31 0T 33v 21K e 40udL
toyaity payment properiy payabie 101 (he pernod invoived, but tnis icase sNiil be MaitaIned 10 1NE SAME MaNNEr 43t SUCN CITONCHLY PaVMENT uf cepostt Nad been properiy Made, provssed that
lessec shail coreent such ecroneous payment within thurry £ 30 days 10LoWINR $XOIPE DY I35€E LI WHILIEN NOLE ITOM SUCD IESSVF OF TLYITY DWNET L LNE E1T0T LCOMPANICU DY 3Ny SOCUMENTS
and other evidence necessary (U enaoie lessee (0 make proper paymeant

S Lessee 1s heteby given the power and night.as to all or any part ot said [3nd and 25 10 anv One or mare of the formations thercunder and the minerais theretn or produced therefrom.at s
OPHION aNd WILNC UL 1ESS0r S Juinaer OF TUTLNET CONSENE, (U AL ANY LITE, 3N ITOM LHDE (O UME. 1 NET DETOIE O 21T PrOLLClIVa, POl 3NG UMGZE TNE 1EASENOIA £3LALE IMKI (NE 130T § TOYVALTY €51ate
Created by tus (e1se win the ngntes ot third parnes, it any 0 210 ANY Parl Ol 341 UAA A0 SN ANY INer 1and, [A0dS, 102503, MINETA1ANA TOVAIY FIZNS, Ll ANY GL (NEM 203 £0T, 35IUININY, Of
ocated wichin (Fe mmedtite viCandy Ot Sad iand, wNCINET DR NEL DY icssee VT some OMNEL DETSLN, NPT OF COFPULINION, 5O 35 FOLFEAE OY SW N DuUING 4Nd UMINZANLNN ONE LT MOre NN LI
produ(nun uns, when  au o Would, 111 (e SO TudMe L of 18552¢, DroMote the (unservinen vl o1, gas ur otner Mneral kach suen arnung or procuction un. wRen (eTied (0 any oae uf
more 10rmatons and to any VRe Of Mofe of the MINETAIs CNEFEIN OF PIOIW O INETEIIVM. TV HTOM HME to (IME DE €NIAILE 2N CRICASOU DY 10390 (0 4GNS LY INCIUdE ANV GIrer (OTMAnLLA U
formations aad «.ny otner rf\mtrzi Of MiNerais (NECEIN Of PrOdULEd theretrom. Aso, as‘.v E1Y 83 VR4 114 _mav o 2:tered ur.tnnrim DY 1€35€€ 20 20Y (IME 50 1WAK 35 [NE (O1AL ACTEd e (NEreIN COes ROt
exceed (Ne Maxinum nereinatter specitied. Each sucn dniunu_ur production ume sdail not cxceed fOrTY (40) acres, pius an acreage (oierance AUT o exceed ten percent 10 ot mrry}-ek)l acres,
when created tor ine purpose of dniling 1o or producing o1l therel1OM and $IX AUAIE LAY 13U ) 3CEes. PIus 3N CIE3RE LOICFaNLE NOL T €XCeed ten per centy 1) of six hunarea torry (05J)
acres. when created £0t the purpose of arliing 10r OF ProvINg £3s. LONGENSILE OF 2NY COMDINLLION Of SUCA MINET21S LNELEITOM. provived, however. it the maximumdalhing or producton vnst
fixed or alluwed by the teguiatory autaoricy, Federal of JI3e. NIVING JUCISSICTION 10 (R PIETISES, &3 3 SaStS (ur the devetopment and UPEration ol Or the PrLYUCTION ITOM the fiaid 1R WNICH $2:3
fand 1s located, be Mote tnan said MAKIMUM, (AEM C4CA SUCR LIUE LTEIES NEFEUNIEL MAY CONIVIM SLUDSLINTIAIY IN 3126 With INOSE 30 Drescribed or permutted and in torce in cae tieid at (ne Gme
such Uit 15 created As 10 €aCh SUCh UNIL SO CLEATEd DY IESSCT, (NEIT SAJ 11 D 2LOCS IO LO THE ICIEITE LOVErea DY L1 icase. 2nd iNCiuded (0 the pudied Uit Such POTNON Of the Provuction trom said
UNIC as the AUMDET OF 3C1eS DUL OF tN1S lEase P1aced 1N ANY SULA UAIL 23 SUCA UMITITOM UIME (J {iME Mdy De consttuted. bears (o (nhe orad NUMDET OF 3CrEs INCluded 1D SLCA UL 304 IessOf agrees (0
accept and shad receive the rovaities (aavance of other kind) e1sewnere sPCGned 10 TN €256, DG LPON (e PIOAKCLILA SO 3iioCated 1O this lease O the proceeds thefefrom. T he
commencemeny, aniling. compienion oi. reworxking of or PIOQUCHION HTOM 3 $ €1 ON 30V POIHON O [N UNIL CILated Nereunaes sNali have the same eftect upon the terms ot this iease as ut a weil
were commencaa, dniiled, compieted. reworked of PrOSUCING VN INE NG EMODIICEY DY (1S 1€A5€ LEISEE MUY F1ACE 31K USE 0N €2CN UNICCTEAIED REFCUNAET COMMON MEASUGING aNY FEWOrKINgG
tanks for production trom such unut, [f lessee aoes ¢reate 4Ny such unss or unIs URCEr tNE TILNIS HEreIn granted, (hen icssee snailexecute 1o fl(llsng and rexorain xthountv orcountiesin whch
each SUCH UMIC )T UNILS CTeated NEreunaer Mav be (CALEd 3f IASITUMEN! IENNIVING ANG CEXIDING EILN $uiH UL OF UMILS S0 (Tedted The deveiopment ot and production trom eaun such ume
shall be 1 accordance with the vaild orders, ruies and fERUIANIONS Ul (0C (AW IUE JUIRONITY, eNner rederal o e, NIVIAR (UEISCINGH ta the premises Any such unit created by fessee in
1ccordance witih the tetms Rereof May De reieased and UISsOINEd BY IE350E OY 3 (E1€aSE (1O 15T (ELULS (A LDE CLUNTY OF COUMIES 1N  NICA SUCN UNITLIS [C3Med at 30 ime 21tef tRe COMPIeton ot 4
dry hoie of the ces33t10n Of Produciion G SUCH vt The provisions of (N1s patégrapn 53310 OC CONSINLEd a5 A COVENANL FUNNING With the fand and shailinure (o the benelit vt ana be oinding upon
the paruies heieto, tneir heurs, representanves, successons and assigns.

6. 1f. prios to discovery of o1l, gas ot other minerai on said land or land pooied therewstn, iessee snouid dniil and abandun a drv hole or holes therevn, or i, after discovery of oil. gasororner
minerat, the producuon thereot shouid crase ITOM ANY Cause, (NS €A% SN NOL tErMIndie It iessee commences aadionatdnthag, mining or (EWOIKING UPELATIVAS WiTNIN ninery 1) davy
cheresrter, or (if it be WEALN (NE PLIMATY LerM) COMMENCES OF FESUMES INE P2¥MeNLOT [ENIEr O TENLAIS 0N OF DELOTE tHe fENTaI PAYINK JIE NEXL ENILING AT1ET INE CXPIaLICN L thee (3} Mancns
from aate ot comprerion and sbandonment ot said oy Rote OF Does UF N LESSITIVN Uj prouwhion bl artneexpiratonot the prumary term, oil, gas ur otner miacrat s aot DEINR Provuces ttom
said land of land povied therewith but IeSsec (5 NEN CARIZED I8 UPCrETIUnS 1OF CTHRNR, TUINR Of IEWOrXInNR V! a0y wel Or Mine therecun, (s lease stail cemain 1n torce so NG 28 s
operatuns of 1ddi110Nal OPErations arc COMMEnCed 3NA PrOSCCULE (W NELNET GIT [NE SAME UL SUCCESSIVE WELS I W KA (O CESSIN0M LI MOTE than Minety LA} consecutive davs. and. it they resurt in
production, se luNR thereatter 35 oil. gas OF OINET MiNEfats prouuced 11OM 3a:d und of 1and pooiey thetewiin Intne event a wey or weiis progucing 01l OF 2as 10 paving quantities snowsd be
brougnt 1n on aajacent iana and within (WO hundted (Z00) teet Of aNd UIAIMING $31d 130, K ISCE 2LOTES (O 01 SUCN OtTset wells as a reasvnably prudent operatur wouid driii under the same of
similat crcumstances. The judgment of the iessee, when NOL trauduieniny exe(CIsed, 10 CALIYINR VUl tHe PUrposes ot this iease snati be conclusive.

7 Lessce shall have free use of 01, gas and water trom said land. except water ttom wssor $ weils and tanks. tor all operations hercunder, inciuding repressuring, pressure maineenae, cvehing
and sexondary recovery operatiuns, a0d the roY Aty shaii be COMPuted atier AEULCHINR 4NY SOUSET ANY STALIUTES 3NJ LaGILGEs pidced 0 sad [and Dy iessee (U VPETAIONS NEreuNder 30U any B e
of wells un 32,0 Wod dniled OF Used [UF TNE INIECEIVN OF $2HT WALLT VL VINET LiLILS MAY 3150 DE USET LOF IC3SEE S UPLTINLNS ON VINET 1ANUS INthe same area Lessee shalihave tne rigncac any time
dueing vt atter the cxpiranignot 1h1s icase 10 FEMOVE dii PrUPEITY ANY LZIUMNESs PULEY DY W3S0€ ON 541U 1and, INCILLINR (DE N1 10 Uraw ANy remove ail casing When requireu by 3300 1I030C w1,
bucy 4ul pipe itnies beiow ordiary plow depth, 20d no wesl snail be ariled witnin 10 nundrey (JUV) teet of any fesdence us barn now un sud land without €330t 3 cunsent

8 The rignes of erther party hereunder may be assigned 1n whote or 1n part 3nd the provisions hereot shail extend to the heirs, representatives, successurs and 2351203, buc ng chaage «
division 1In ownetsnip ot 1ne land, ceatats of (ayailies, NUWEYE! JCoMplsned. shait 0Derale 10 entare tne ubiigativns ur dimisaush the riRats of lessee. No swa (Nange ur divison on o
vwnersnip ! the land, tentais ur rovaities snaii be biading upon wessee tor aay PUIPUSE YA SUCH PErsUN ALQUIRINY 4Ny IG1CLESE N3 Turnished lessee win (he instrument e nsruments, .
certitied copies thereol, CONSHIIVUNRE (he chain Ot fitle {roM HE LOKINALEISOr INtne event Of an assignment ut lrj\s iCase 45 (0 2 wRleRated purtioa ot sand lanwd. the renuaty Payadle hereunge
shall be appurtioned as becween the several leasenoid OwNErs AtADIY ACCOTAINR (O (NE Surtace arca ot €acn, and detauitin centai payment by une shall aut atlect the rights of Geher leaseno
Owners hereander An 2s>igNens U3 (s Iease, 1N ®NOIE OF 1A PATL.30ail G INEextent ot s assikament, ceheve and discharge iessee ot any vOlIRatuAs hereunder. and. i (e ssee ur anigaee
Pasc ot paces neceot snali tad of maxe detault 1n the PAYMENLLHE INE PIUPUTHONALE PATLOLINE FENLISAUE HEUM SULD 1E330E UF 35314108 OF 1231 10 LOMPY ®1th 30X VINCE PrOYISIVA G RS icase, sua
detauit shasl nOLaTIect (N1 lease INSOLar a5 Ecovers a parrot sand LI UPUR MAICNICICE OFAAY a3sinee Inereut shail Make payment ot said rentais ShOuld MUAE 112N 311 Cartwe's Becume entice
(o ruyaities ereunder, Lessee may fequire (he ippusnument ub 2 0K IXENL (D IRCIvE payment tor ad 4nd My winhoid payment uditel SUCh dppuIntment nas oeen maue

4
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EXHIBIT e

Attached to and made a part of ...

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS
Definitions

*Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting
Procedure is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation. protection and
maintenance of the Joint Property.

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

“Operator” shall mean the party designated to conduct the Joint Operations.
“Non-Operators” shall mean the parties to this agreement other than the Operator.
“Parties” shall mean Operator and Non-Operators.

“First Level Supcrvisors” shall mean those employees whose primary function in Joint Operations is the direct
supervision of other employees and/or contract labor directly emplioyed on the Joint Property in a field operat-
ing capacity. :

“Technical Employees” shall mean those emplovees having special and specific engineering, zeological or other

professional skills. and whose primary function in Joint Operations is the handling of specific operatinz condi-
tions and problems for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator's empiovees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Proverty.

“Contro.lable Material” shall mean Material which at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Socteties of North America.

Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the
Joint Account for the preceding month. Such bills will be accompanied by statements which identify the author-
ity for cxpenditure. lease or facility, and all chargesrand credits, summarized by appropriate classifications of in-
vestment and expense except that items of Controllable Material and unusual charges and credits shall te sep-
arately denuficd and fully described in detail.

Advances and PPayments by Non-Operators See last page

Trrirrrmrtheriresrovithe g ar et ree et bt e - O o PR o F— i B s e e Mo s D e et o re—t .h/e__ﬁ
share of esTimm ash outlay for the succceding month's operation. Operator shall adjust_each—mont=ly buling
to reflect advances recerveo—feam the Non-Operators.

Each Non-Operator shalt pay its proportion or=H-Lills withun-fiftecén (i3) davs alter receipt. If parment is not
made within such time. the unpaid balance shall bear wToTressentizly ot the rate of twelve percent (12°¢) per
annwn or the maxumum _conract rate permitied by the applicable usury™s the state in which the Joins
propcrL}r;j,_s.,{_u(:.x':edt".'.'!?Lci:uvcr 15 the lesser. plus attorneyv’'s fees, court costs, and other annection with
t e e b r O E=t H MR HO—a O U LS

P

Adjustments

Payment of anyv such bills shall not prejudice the right of any Non-Operator to protest or question the correct-
ness thereot; provided. however, all bills and statements rendered to Non-Operators by Operator duringz any
calendar year shall concliusively be presumed to be true and correct after twenty-four (24) months followingz
the end of any such calendar vear, unless within the sald twenty-four (24) month period a Non-Operator takez
written exception thereto and makes claim on Ogperator for adjustment. No adjustment favorable to Operazor shall
be made unless 1t is made within the same prescribed period. The provisions of this paragraph shall not prevent
adjustments resuiting from a physical inventory of Controilable Material as provided for in Section V.

Audits

A. Non-Operator. upon notice in writing to Operator and all other Non-Operators. shall have the right to audit Oge-
rator’s a2counts and records relaung to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar vear: provided, however, the making of an audit shall not extend tha
time tor the taking of written except:on 0 and the adjustments of accounts as provided for in Paragraph 4 of this
Secuion J. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort 10
conduct joint or Simuitancous audits In a manner wiiich will resuit in a minimum of inconvenience to the Ogpera-
tor. Qperator shall bear no portion ot the Non-Operators' audit cost tncurred under this paragraph unless agreed
to by the Operator.

Approval by Non-Operators

Where an approval or other agreement of the Parties or Nun-Operators is expressly required under nther sec-
tions of this Accountiry Procedure and @i the azreement o which tius Accounting Procedure 1s atiached contains
no contrary provisions in regard thereto, Operator shail notfy all Non-Operators of the Operator's prososal. and
the agreement or approval of 3 Majority in interest ot the Non-Operators snall be controlling on all .\'dn-oécra-
tors,




II. DIRECT CIARGES

Orgcrator snall charme the Joint Account with the followine items:

1.

Rentals and Rovalties
Lease rentzis and royalties paid by Operator for the Joint Operations.
Labor

A, (1) Salaries and wages of Operator's field empiovees dircctly emploved on the Joint Property in the conduct
of Jcint QOperauons.

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

(3) Salavies and wages of Technical Employees directly emploved on the Joint Progerty if such charges are
excluded from the Overhead rates.

B. Operator’s cost of holiday. vacation, sickness and disability benefits and other cu istemary allowances paid to
empioyees whose salaries and wages are charzeable to the Joint Account under Para:ra:m 2A of this Section
II. Such costs under this Paragraph 2B may be charged on a “when and as paid basis” or by “‘percentaze as-
sessment’’ on the amount of salaries and wages charzeable to the Joint Account der Paragraph 2A of this

ur
Section II. If percentage assessment is used, the rate shall be based on the Operator’'s ¢ost experience,

C. Expenditures or contributions made pursuant to assessments i
applicaple to Operator’'s costs chargeable to the Joint Accoun
tion ..L.

imrosed by zovernmental authority which are
t uncer Paranz :j:ns 2A and 2B of :tlus Sec-

D. Personal Expenses of those employees whose salaries and wages are chargeabie to the Joint Acccun: under
Parazrapn 2A of this Section IIL

Employce Benefits

Ogperatoir’s current costs of established plans for emplovees' group life insurance. hosp:t
tirement, stock purchase, thrift, bonus, and other benerit plans of a like nature. applicat
cost chargeabic to the Joint Account under Paragraphs 2A and 2B of this Section II sha
cost not to exceed twenty per cent {20¢7).

alization, on re-
ie to ODL '3:"'5 lapor
il be Operator's actual

»_

Material

Material purchased or furnished by Operator for use on the Joint Preperty as provided under Secticn IV, Only

such >laterial shall be purchased for or transferred to the Joint Property as mav ze required {or iummediate use

and 15 reasonably practical and consistent with etficient and economical operations. The accumuiation of sur-
plus stocks shall be avoided.

Transportation

Transportation of emplovees and Material necessary for the Joint Operations but subject to0 the followinz limita-

tions:

A, If llaterial is moved to the Joint Property from the Operator's warehouse or other prorerties, no charze shail
be made to the Joint Account for a distance greater than the distance from the nearest reliable supr:v store,
recoznized barge terrmunal, or railway recewving point where like material 1s normaiiv available, uniess azreed
to by the Parties. .

B. If surplus Material is moved to Operator's warchouse or other storaze poin:, no charze shall be mace 0 the
Jomt Account lor a distance greater than the distance to the nearcst reliable supoiy siore. recognizea Carge
term:nal. or railway receiving point unless agreed to by the Parties. No charge shail te made to the Joint Ac-

counl for moving Material to other properties belonging to Operator, unless agreed to 5y the Parties.

C. In thc upplication of Subparagrapins A and B above. there shall be ro equaiization of actual gross trucking cost
of S200 or less excluding accessoriai charzes.

Services .-

The cest of contract services. equipment and utilities provided by outs:de sources. excent zervices excis
Paragraph 9 of Sceton IT and Parazraph 1. ii of Section III. The cest of prorfessionz! consuitant services
tract services ot technical personnel directly engaged on the Joint Pronerty if such cnarae
Overread rates. Thie cost of protessional consuliant services or coutract services of tecnnical personnel not di-
rectly cungaded on the Joint Property shall not Le charged to the Joint Account unless previously agread 1o by
the Parties.

ded by
and con-
are exciuded from th

tn

Equipment and Facilities Furnished by Operator

A. Overator shali charge the Joint Account for use of Operator owned equipment and facilities at rates com-
ménera-:e with costs of ownership and operation. Such rates shall include costs of maintenance. repa:rs. other
operaiing expense, insurance, taxes. depreciation. and interest on investment noti o exceed eight per cent (8¢;)
per annum. Such rates shall not exceed average comumercial rates currently prevailing in

the immediate area
of the Joint Property.

B.. In .icu of charges in Parasraph vA above, Operator mayv elect *o use average commerc:al rates pr evailing in
the irmmmeaiate area of the Jomt Propertyv less ‘.]O’;—. For automotive equipment, Operator mayv elec use rates

puilished by the Petroleum JMotor Transport Association.
Damaves and Losses to Joint Property
All costs or expenses necessary for the repair or re L.ccmont of Joint Property mace recessary because of dam.
aaes or losses incurred by rfive. tlood. stormu. thert, gccident, or other cause. except those resyl Hhg from Operator s
qross neliizence or willful musconduct. Operator sh a-l furnisn .\'on—O_r:urator writien notice of damuves or losses
incurred as soon as practicable atler a report thereo! has been recerved by Operator.
Leoal Expense
Expense of handling, investizating and settling litization or claims. discharmng of licns. pavment of i

> judaments

X . i 3
and amounts pata lor settlument ot cluims avcurred in or resulting from operztions under the asrcement

or

necessary to protect or recover the Jomnt Mionerty, except that 5o charzIe {or services of Orcrator's lera) stalf
B \ ) . - A

or tees or expense ot outside attorneys shall be muace unless previousiv agreed to by the Parties. All othey leaal

CXEense 13 consiaered to be covered by the overhead provisions of Scetion [ uniess otherwise agreed

‘0 by the
Parties. oxcept as provided i Section [, Paravrapn 3.




10.

1L

1.

Taxes

All taxes of every kind and nature assessed or levied upon ot in vonnection with the Jownt Property. the opera-

fion thereor. or the production theretrom, and which taxes iave been paid by the Operator 9r the senent of

Parties,

Iusurance

ne

Net premiums paid for insurance required to be carried tor the Joint Operations for the protection ol the Par-
ties. In the event Joint Operations are conducted in a state 1 which Operator may act as seltf-insurer ‘cr Work-
men's Compensation and or Emplovers Liability under the respective state’s luws, Operator may, at its election,
inciude the sk under its seif-insurance program and in that event, Operator shall include a charge at Coerator s

cost not to exceed manual rates.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section IIIL

and which is incurred by the Operator in the necessary and proper conduct of the Joint Operations.

III. OVERHEAD

Overhead - Drilling and Producing Operations

I.  As compensation for administrative. supervision, office services and warehousing costs, Operator shall c

drilling and producing operations on either:

( X ) Fixed Rate Basis, Paragraph 1A. or
( ) Percentage Basis, Paragraph 1B.

Unlcss otherwise agreed to by the Parties. such charge shall be 1n lieu of costs and expenses of ail

otfices

and salaries or wages plus applicabie buAdens and expenses of all personnel, except those directly cnargeable

under Paragraph

24, Section II. The cost and expense of services irom outside sources in connection with

matters of taxation, traffic, accounting or matters before or involving governmental agencies shall te considered

as iricluded in the Overhead rates provided for in the above selected Paragrapn ot this Section III unless
cost and expense are agreed to by the Parties as a divect charge to the Joint Account.

sucn

ii. The salaries, wages and Personal Expenses of Technical Employvees and. or the cost of professional consultant
services and contract services of technical personnel directly empioyved on the Joint Property shall () shail

not { X) be covered by the Overhead rates.

A. Overhead - Fixed Rate Basis

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

Drilling Well Rate $____5,374.00
Producing -Well Rate 3 538.00

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

(a) Drilling Well Rate

{1] Charges for onshore drilling wells shsil temin on the date the well is spudded and term:nate on
the date the drilliing or comuiction iz s reievased. whichever 1S later, except that no cnarge shail

be made during suspension ot antliiic operstions tovr nitteen (13) or more consecutive <ays.

[2] Charges for oifshore drt
arrives on location and
tien or r:g s released. W !
sion ot driiling operations Jor uiteen (13) or more conzeculive days

[3] Churges for weils underaon

RN 53 piction for o period of five (3)
secuiive davs or more shuil Le made U the g Such charges snall te aoshe
the period rom Qale woriover operalions, wilh rig, commence through date o

days.
(b) Procducing Well Rates

{1] An active weil etther produced or injected
as a2 one-well charge tor the entire monm
hole shail Le consicdered 25 a one
well by the governming regulatory authority.

ol rig reiease. exce
that no charge shail be made during susgension of operations {or tiiteen (13) or more consecuti

3] An inacuve nul o use cf overproduction or fail t aser ake the produ
[31 Anin ve nas well shut in Eecaus o] faiiure of purchaser to t he p

gin on the date when drilling or compietion eguipmen
cate the aniiling or compietion equipment moves oif loca-
©occurs st excent tnat no crarce shall be made during susgen-

ve

into for any portion of the month shall be considered

[2] EZach zctive completion in a multi-comgieted well in which production is not comminzled down
vell chavge providing each compiction is considered a separate

tion snail be considered as a one-well ¢hrarze providing the gas wetl is diveetly connected o a pe-:-

manent saies outlet.

[4] A one-well charge may te made for the month in which piugzing and abandonment operations

are compicted on any weil.

[3] All other inacuve wells (inciuding Lut rot limited to inactive wells covered by
lease allowable, transierres ailowaole, ele.) shail not quailly for an overhead charze

unit ailowable,

(3) The well rates shall e adjusted as of the oivst cay of Apnil cach vear otlowing the effective date of the
sereement o whien this Accounting Procedure ts attaened. The adjustiment snall be computed by muiti-

plying the rate currently in use by the peorcentage merease or decrease i the

Crude Petroleum ana Gas Production Workers ror the fasi calenaar vear compared to the calendar vear
preceting as shown by the mdex or wveraze weexly carmngs ot Crude Potroleum and Gas Field
tion \Workers as pubbished by the Un:ited Stutes Department of Lavor,

vquivalent Canadisn mndex as puoasiboed
the rates currently ;nouse, plus or nunus the cymputed adjustment,

average weexly earninugs of

s Produc-
Surcau of Labor 3tatistics, or the
Slatistics Cunuda, as apphcabie. The adjusted rates snall te
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8. Overnead - Pereentace 2asis

(1) OQperator scail charze the Jomnt Account at the tollowing rates
(a) Deveiowment
Purcent ) of the cost of Developmuent of the Joint Property exclusive of costs

crovided unacr Paragraph 9 of Sceticn Il and ail salvace credits.
(b) Opcerating

— Pereent ( ‘1) of the cost of Operatin e Joint I’:'opcmﬁ' exclusive
under Parvagrapins 1 and 9 of Scetion [IL ail saivave cre ns. the value of injucted suost
for secondary recovery and all taxes and assessments wnich are levied, assessed and pa
eral interest in and to the Joint Property.

.
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(2

(2) Apphcation of Qverhead - Percentacge Basis shall be as iollows:
For the purpose of determining charges on a percentage tasis uncer Paragraph 1B
velopment shail include all costs in connection with driiling, redriiling, deepenun

a4
tions on any or all wells involving the use of drilling crew and coumn’.ent \Jl>0 ::o
necessary in preparation for drilling and expenditures mcur:cc in abanaoning when t C
pleted as a producer, and original cost ot consiruction or :nstaliation of fixed assets. th rfi
assets and any other project clearly discernible as a fixed asset. except Major Constructiicn as ¢2. ned in

Paragrapn I of this Section [II. All other costs shall be considered as Operating

2. Overhead - Major Construction

To compensate Onerator for overhead costs incurred in the consiru
pansion of fixed assets, and any other m'oject clearly aiscernibi
operation of the Joint Property, Operator shail either resectiate

1G

charze the Joint Account for O\ erhead based ¢n the ollowl
of $_25.000.00 :
A. 5 ¢¢ of total costs if such costs are more than 8 25 ,""ﬂ 0.20 but !

<
B. __ 3 < of total costs in excess of $__100,000,00 wut iess than S$1.0G0.
C. __ 2 <t of total costs in excess of $1.000.000.

Total cost shall mean the _.oss cost of any one project. For the purcose ot th

this paragraoh. the comcoonrent pars
of a single project snall not be treated separately and the cost ot driliing and workover weils shall te exciuced.

3. Amendment of Rates

The Overhead rates provided for in this Section Il mav e amended vom time to time only by mutual asreement
between the Parties nereto i, in practice, the rates are found to be :nsutlicient or excessive.

1V, PRICING OF JOINT ACCOUNT MATERIAL PURCIIASES, TRANSFERS AND DISFOSITIONS

Operator 13 responsible for Joint Account Materiul und shall make proper and tintely cnharges and credits {or all ma
terial movements aitfecting the Joint Prcpcr_.. Operator sinali provice all Matera for use on the Joint Progerty; how

w
cver, at Operator's option. such Jlaterial may be suppued by the Non-Uperator. Qperator snall make timely disgositic
of idle and or surpius Materal, such disposal temnyg made eithier throuan :ale 1o Ogerator or Non-Ooperator.

kind. or saile 1o outsiders. Operzior may purchase. sul snail be uncer no ouhuation 1o purchase, Interest ot Non-Oger
tors in surglus conditton A or B Material. The disuosal of surpiuz Contretlucie Matenial not purcnased by tne Oger
tor shall Lte agreed to by the Parties.

1. Purchases

Material purchased shall be charzed at the price pard by Cgerator arter deduction of gll discounts recetved. In case
of Materal found to be defective or returncd to vendor Ior any olher reason. credil shail se passed o the Joint
Account wnen adjustment has been. recerved by the Cgevator.

1o

Transters and Dispositions

from e Joint P ogerty or disposed of S'.'

4 oun o tne ohiwing 5 °

.‘uI;xtuxJ "n"x'\*“cd to the Joint Prouert
Quuerator, uniess otherwise agreeg o by
counts:

oce

3 exCiusive ol casn diz-

A. New Material (Condition A)

(1) Tubular ¢oods. except line pipe. shall be priced & tfect on date of moverment on a
raaximum carload or barge load weight basis. re a i ierred, equalized to the lowest
published price f.o.b. railway receiving point or recognized targe term: al nearest the Joint Proverty
where such Mater:al is normally availabl

(2) Line Pige

(a) Movement of less than 30.000 rounds shall te priced at the current new price, in ef
movement, as listed by a veliable supnly st 13
maily avaravle.

(b) Movement of 30.000 pounds or more shall be priced under provisions
arapih 2A (1) of this Section IV,

(3) Othter Materizl shall be priced at the current new price, in effect at date of movemnent, as listed ty 3 reliable
suppte store or [Lo.b. railway rvecelving point nearest the Joint Property wiere sucn Nlutermatl s normaiiv
avaiiable.

B. Good Used Matermal (Condition B)

Materral in sound and serviceable condition and suitable for reusc swathout veconditioning:

(1) MMaterial moved o the Joint Property
(1) At seventv-tive pereent (7370 ) of curront new price. us determined by Duruarash 2 of this Scetion IV

(2) Mawrial moved from the Joint Property

(1) Al seventy-nve percent (7300 ) of current new price, as determinead by Paragraph 28N of this Sceetion IV
if Materwad was oriminaily chareca to the Joint Aceount as new AMateral, or




. =g ' RIS by ) o - LR ETY
(H) ai sIxtvetive sercent (5370 ol current new price. as determinerdt by Pt th A o '.!..; Seelian

. . . . L T
IV, 1 MMateniar wvas ortamnally chuarzed to the Jomnt Aceount s wuod toul Maiy
cent (737, ) o6 current neww price.

Tie cost i veconditioning, if any, shall be abzovbed by the transterring progerty.
C. Other Used Material {Condition C and D)
(1) Conattion C
Matenial which is not in sound and serviceable condition and not suitabic for 1ts ortzinal funciion unul
after reconditioning shall be priced at fifty percent (307, ) of current new price as determined oy Para-
draph 2.\ of this Sceetion [V, I‘hc cost of rcconditionine shall be charced to the recewving prozorty, pro-
vided Condition C value plus cost of reconditioning does not exceed Conditlon 2 value.

(2) Condition D

All other Material. including junk. shall be priced at a value commensurate with its use or at srevailinz
prices. Material ne longer suitable for its original purpose but usable for some other purgasz, shall ce
priced on a basis comparable with thuat of items normaily used for such o'nm purpose. Operator may Gis-
pose of Condition D Material under procedures normally utilized by tne Operator without prior soproval
of Noun-Operators.

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and or value of
is not equivalent to that which would justify a price as provided above mav Ze sgecialiv oriced a
the Parties. Such price should resuit in the Joint Account being chargea with the value of th
dered by such Material.

w th
£

E. Pric.ng Conditions
(1) Loading and unloading costs may be charced to the Joint Account at tne
hundred weight on all tubular goods movements. in licu of isading and u ine
actual hauling cost of such tubular goods are equalized under provisions of Parazgr

(2) Material involving erection costs shall be charged at applicable percentaze of the current krocked-down
price of new Material.

3. Premium Prices

Whenever Material is not readily obtainable at published or listed ptices because of nat'onal emergenc:es, strikes
or other unusual causes over which the Operater has no controi, the Ogerator mayv cnavge the Joint Acccun: ‘or the
required Material at the Operator’s actual cost incurred in providing such Materal. in making it suitacie for use.
and in moving it to the Joint Property: provided notice in writing 18 furnisned to Non-Juperators of 1re ©rogosed
charce prior to billing Non-Operators tor such Material. Each Non-Operator shall inave the right, by so el m::n: and
notilyiny Operator within ten days after receiving nouice trom Operator, to turnisa in kind ail or part of mis share

of such Material suitable for use and acceptable to Cperator
4. Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defect:ve Liatermal, credit shail not be passed to the
Joint Account until adjustment has been recerved by Curerator from the manurncturers or thelr agents.

V. INVENTORILS
The Operator shall maintain detailed records of Controllable Materiai.
1. Periodic Inventories. Notice and Representation

At reasonable intervals. Inventories shall be taken by Operator of :ne Jomn:
Written notice of intention o take inventory shall te grven by Operalor Lt leest t
tory is 10 beoin so that Non-Operators may be representeae when Lhy tiveniery o :
to be represented at an inventory shail bind Non-Operators to tccent the inventory “axe!

Acecunt Controllable Mlater:ial

i davs berore anvoinven-
tuve of Non-Ozerators
v Operator.

2. Reconciliation and Adjustment of Inventories

Reconcriiation of a phvsical inventory with the Joint Account skall it:t of overazes and shoriages
shall be rurmshed to the Non-Qperators within six montas fellowt Ring of the invertory. Inveniory ad-
justments shall be made by Operator with the Joint Account for overages and sioriazes, but Operator shall be
held accountable only for shortages due to lack of reasonable diligence

3. Special Inventories

2 or chanze of interest in the Joi
s possitle atter the transi

Sgpecial Inventories may be taken whenever there is any s
& v as
I be governecd by sucn invenlory.

be the cuty of the party seiling to notify all other Partes
place. Ia such cases, both the seller and the purchaser shal

1. Expense of Conducting Periodic Inventories

The expense of conducting periodic Inventories shall not e charged o the Joint Account unlicss agreed o by th
Parties.

Unless otherwise providad for in the aareowonv, the Operator mav
reauire the Yon-Oterators to advance their share of the estimated
outlay for the suceeding month's operaticn. ©Overator shall adjust
eacn monthly billing to reflect advances received from the “lon-
Opevators. Each Non-Operator shall pay its ovroovortion of all hills
within fifteen (13) days aftsr receint. If pavment 1is not made withj

casn

in
such time, the unpraid balance shall hear interast anonthly at the naxi-
murl legal rate wvermitted by the anpnlicable usurv laws in the stata {n

which the joint property is located; or, if the maximum legal ner-
mitted rate 1s less than eighteen percent {18%) per annum and such
rate may be modified as agreed between the parties, then, in such

event, *the unpaid balance shall bear interest monthly at the rate of
elght2en percent (18%) per annum. However, bursuant to either rata,

attorney's fees, court costs, and all nther costs incurr2d in connec-
tion with the collection of these unnaid amounts chall ke recavaranlae



EXHIBIT "D"

SCHEDULE OF INSURANCE

Unit Operator shall carry the following insurance covering operations under

this agreement at the expense and for the benefit of the parties hereto to-
wit: ¥

1. Worker's Compensation and Employer's Liability Insurance as reguired by

the laws of the state where the property is located.

2. Comprehensive General Liability Insurance covering both bodily injury
liability and property damage liability with a Combined Single Limit of

$500,000 for each occurrence.

3. Comprehensive Automobile Public Liability and Property Damazge

Insurance with a combined single limit of $500,00C for each occurrence.

*Insofar as concerns the interests of APCOT-FINADEL JCINT VENTURE
(FINA), Cperator shall carry and shall bill FINA for its proportionate share of
only the following insurance coverage:

Workers Compensation as required by the laws of the state where the
property is located and Employer's Liability Coverage with not less than
$500,000.00 for each accident. Any such policy of insurance shall centain
a waiver of subrogation in favor of FINA



EXHIBIT "g"

GAS BALANCING AGREEMVENT

I

From and after the date of initial delivery of gas from the orooerty, a party
owner taking and disposing of, during any monthly accounting period, less than its {ull
share of the gas as it is produced, shall be an "underproduced party”, if such lesser taking
and disposition is not a consequence of other provisions of this Agreement. A party
owner's "full share” shall be the amount of a party owner's gas determined in accordance
with the provisions of the Operating Agreement. A party owner taking and disposing of
during any monthly accounting period, more than its full share of the gas as it is produced,
shall be an "overproduced party”, if such excess taking and disposition is not a
conscquence of other provisions of this Agreement. "Underproduction™ of any under-
produced party, during any monthly accounting period, shall be the difference between
such party's full share of gas production, less its full share of gas used in property
operations, vented and lost, and the gas delivered to the pipelinels) for the account cf
such party owner. "Overproduction" of any overproduced party, during any mentihlv
accounting period, shall be the difference between the gas delivered to the cipeline(s) for
the zccount of such party owner and such party's full share of gas production, less its full
share of gas used in property operations, vented and lost.

I1.

This Agreement shall become effective on the date of initial deliveries of zas
from the prooerty to the pipeline, and shall continue in force and effect until deliveries of
gas irom the property have ceased and, except as otherwise provided herein, each par:v
shall have the right to take in kind its full share of each separate "zas classiiicazicn.”
"Gas classification”, as used herein, shall mean each of the price catecories provided or
established pursuant to the Natural Gas Policy Act of 1978, as same may be amended, Sv
any authority having the right to establish categories thereunder, or pursuant to any other
apnlicable statute or judicial decision establishing gas price categories, including gas ro:
subject to price regulation, which shall be considered as a separate categery. Where the
gas qualifies for more than one category, the category having the highest price aoplicable
to the source (each separate identifiable geolozic source or nroduction contzined in a weil
bore) of gas production shall be used for the determination to be mada hereunder.
Whenever the gas price category changes, from and after the date of such change, the ga
shall no longer be accounted for or be considered in the former category, but shall be

acccunted for and thereafter be considered to be gas in the new category, until such time
as the category is again changed.

[l '

Sheuld a party fail to take its full share of the different gas classifications
produced from the property, except as provided hereinbelow where such party is to furnish
make-up gas, such party's underproduction shall be regarded as remaining in storage in the
reservoirs, subject to later recovery in accerd with the terms hereof. During any monthly
accounting period when a partv is unable to take and market its full share (as such
quantity may be reduced in accerdance with provisions herein for providing make-up gas)
of each gas classification, the other joint interest owners shall be entitled to preduce and
sell all or a portion of such gquantity which the party has failed to take. If two or more
parties are capable of taking and marketing quantities of gas to which such party was thus
entitled but which it failed to take, in the absence of other agreement between them,
each may take a share of such undersroduction in the direct proportion of its joint
interest therein to the total joint interest therein of all parties desiring to take such
underoroduction, provided, however, that anv narty or parties having a cumulaztive
underproduction status shall have a first priority to take and market the underproduction
over a party or parties having a cumulative overproduction status.

Any party having cumulative underproduction of a parzicular gas classification
category shall he enttled to take a quantitv of gas of such particular gas classification
("make-uo") in excess of its full share of such zas up to twenty-five percent (25%) of the
full share of gas of parties haviny cumulative overnroduction of such -particu!ar
gas classification. In the event there is more than one cumulative undersroduced party
seeking to make up undernroducticn, cach such cumulative underpnroduced party shall se
entitled to make up gas in the direct croodrtion that the cumulative underoroduction of

such party bears to all cumulative underoroduction of all parties then desiring make-up

a



gas of the particular zas classification categorv. In the event there is more than one
cumuliative overoroduced party required to furnish gas for make-up of underproduction. in
absence of agreement between the affected parties. each such cumulative oversroduced
party shall furnish make-up 2as (up to the twenty-five percent (257%) limitation heretoiore
provided) in the direct proportion that the cumulative overproduction of such party bears

to all cumulative overproduction of all parties supplying gas of the particular gas’
classification category.

Any party having cumulative overproduction in any particular gas classifica-
ticn catezory shall at all times be entitled to seventy-five percent (75%) of its full share
of gas of the particular gas classification category in which it is cumulatively over-
produced as long as such party remains overproduced. Any portion of such twenty-five
percent (257%) make-up gas to which a party is entitled and which is not taken by such
party may be taken by other cumulative underproduced party or parties up to the full
twenty-five percent (25%%) heretofore provided. If there is more than one party desiring

malke-uo gas under this circumstance, the parties taking such make-up gas shall te
entitled to such quantities of make-up gas in proportion to the cumulative
underproduction of the affected parties, determined as heretofore provided.

All gas taken by a party in accord with the terms of this Agreement,
regardless of whether such party is overproduced or underorocucw, shall be regarded as
gas taken for its own account with title thereto being in such party, whether such gas te
attributable to such party's full share of production, or whether a

er it is being tzken as
overcroduction, or whether it is being taken as make-up gas, and shall pav anv and all

production taxes and royalty due on such gas. All burcens and obligations, other than sucn

royalty and production tax payments, shall be borne by the party having such burden or
obligation.

V.

The Unit Operator (hereinaiter referred to as "Cperator”) will maintzin a
separate running acccunt of the quantities of gas. by gas classiiication category, e2cn
party is entitled to, and the quantities of such category tzken nd marketed by each of
the rparties. The Operator will also furnish each party monthly tements showing the
total quantity of gas produced by each gas classification cutego'_v the

the amount of sucn
category used in the Unit operations, vented or lost, the volume of gas bv each such
category delivered to pipeline purchaser(s) for the account of each partv, and the

Lia
cumulatie overproduc:icn and underproduction status of cach party by each ga classifica-

tion category.

For purposes of balancing, the measurement point of the gas taken (bo:h
quantity and quality) shall be the party's discharge measurement point at or near the well
from which the gas is produced. All parties hereto shall share in and own the concomitant
crude and condensate (not including gas olant liquics) produced in accordance with their
respective interests established pursuant to the previsions of the Ocerating Agreement,

regardless of whether they are able to market their full share of gas.

V.

Recovery from storage by a cumulative undercreduced party from a cumula-

tive overproduced party shall be on a first-in, first-out basis and the cumulative
underproduced party shall pay the cumulative overprecduced party a storage fee for storing

its gas. The storage fee shall be due and payable by such underproduced party to Suc:'\
overoroduced party during any monthly accounting period such uncersroduced party

removes gas from storage. The fee to be paid for storing gas in accordance with

Lerd (4

Ll

provisicns of this Agreement, shall be the deficiency in cash between the price that the
overaroduced party received for gas at the time the underproduction was had, and the
price for gas the overproduced party is receiving at the time the underpreduction is made
up by the underproduced party multiplied by the volume of make-up gas which qualifies
for the storage fee charges, less royalty and taxes payable thereon.

Each partv shall furnish the Operator upon his request the gas prices necessary
to rmake the gas storage fee computation hereby provided, and the underpreduced
party(ies) shall remit to Cperator monthly the amounts so determined to te due for
storage fees. Operator shall in turn make monthly distribution of the storage feog

received from the underoroduced party(ies) to the partylies) entitled 0 be paid the
storage feces.



VI.

At the termination of gas oroduction for a given gas classification category
from the property, the overproduced party or parties shall make a monetary settlement of
the imbalance by pavment to the Operator"{or the account of the party or parties
undercroduced in that particular gas classification category, based on the price per ’ct
the overproduced party or parties actually received for each Mcf of the overproduced gas.
The price used for the above calculation shall he the overproduced party's or parties’
bonafide collected gas sales pricel(s) less rovalties, severance, and other production taxes
which have been paid with respect to such overproduction. Each of the parties agrees to
maintain complete records as to the volume of gas it sold and the price received, so that
the above computations can be made. The Operator shall distribute the payments it has
received hereunder (from the overproduced party) to the underproduced party or parties
entitled thereto in the proportion that each Darfy's cumulative underproduction, for the
category of gas for which payment is to be made, bears to the total of such cumulative
underproduction. [t is understood, however, that the Operator shall rely on the

statements made to it, and shall have no liability with respect to the correctness of the
funds received by it.

VIL y

Rovalties shall be paid in accordance with provisions of the Operatin
Agreement. The Operator shall be reimbursed by each party taking gas for all royalty du
and payable by Operator with respect to production taken by such party. Each par
taking gas under the terms hereof shall pav any and all applicable taxes due on or wi
respect to such production. Each party shall be ohligated to pay its working interest sha
of all costs and liabilities incurred in Unit operations, in accordance with the provisions of
the Cperating Agreement. WNothing herein shall be construed so as to denv to any party
the right, from time to time, to produce and take or deliver to its purchaser its full share
of the allowable gas production to meet the deliverability tests required by its purchaser.
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VL.

[f any portion of the stcrage fece providad for in Article V or the settlement
provided for in Article VI shall be based on prices subject to refund ubon order of the
Federal Energy Regulatory Commission or any authority having jurisdiction, the paying
party or parties shall withhold such amounts subject to refund until prices are fully
approved by the Federal Eneray Regulatorv Commission, unless the party or parties
receiving payments furnish a corporate undertaking satisfactory to the paving party(ies).
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(Aoslicable only t3 contracts o furchase arders lor more than $15,229.)
During tne cerformance ol thus cantract. he Operator agre=s as {ollows:

(1) The Coeraior will rot discriminate against iny emoleve~ or apolicant {or employment Secause ot race, color, religion, sex, or naticnal

ongin.  The Coerator il tane AfLIMATVE ACTICA 1O ensure that 3odhicants are emeloyed, and that emoloyees are trzated curing =maloyment,
wilhout regare 13 thete racs, cator, re=ligicn, sex, or national origin, Such 2ctian saall include, but nat de imit=d 10 the {otlowne: Zmployment,

upgrazing, cemolien, of transier, cecruitment of racruitment acvertising, layotf or tarminations, including aporenucesiip, Th= Operator agrees

10 D3t 1A C3M3DICLOUs Dlaces, avadable 19 emolovess and apphcants {ar empicyment, Notices o be proviced Dy the contracung otlicer serung
forin the provisiont cf this nonciscrimination clause.

(2) The Co=rator will, in all solicitations or advertisements for emoloyees placed by or on hehalf ¢f the Cperator, state 'hat all qualilied
pelicants will reezive censnideration {ef employment without regars to race, color,

(3) The Qzerator will send 9 each labor union or resresentative of workees with which it has a collective barzaining azrezment or other

coatract cr uncersiancing, 3 notice o be orovided by the agercy contracuing cfficsr, advising the labor union of worxers' resreszntative of the
Qperater’s cemmitments uncer sectien 202 ot Executive Ocdar |12

Y6 of Sepremoer 24, 1965, and shall post copies of the noucs n CoN3piCuOUS
places avauadle o employe=s and appiicants for empioyment,

-

r=ligion, sex, Or nauonal origin.

(8) The Qoerator will comaly with all provisions of Executive Order 11246 of September 2%, 1965, and of the rules, regulaucns, and rejevant
orcers cf the Secretary of Labor.

sguirec by Zxecutive Orcder 112%6 of Septzmber 2%, 1963, and Sv the ruies,
regutations, and orcers of the Secrstary of Labor, or pursuant therezo, and will permit acc=ss to its booxs, records, and accsunts dy ¢

] - 5
contraciing agency and the Secrztary ef Lador {ar surposes of investigation to ascertain cempliance witit such rules, rezulations,

(5) The Ooerator will furnish all infermaticn and reports r

3 creers.
(6) la the evant cf the Crparator's noncomsliance with th

e nonciscrimination clauses of this contrac? or with any of such rules,
orders, INIS Contract may d< canceled, lzrminaied, or su

rules, regulations, cr
TS Senced n wnole or in part and the Operator may be ceclared ineligidte for turiher
Government CONriCll 10 accarcance ia "’cg:c:r:s aunorx:v‘ in Zxecutive Crear {1256 of Sentemoer 2%, 1353, and such oinar 5anCtions may

be imoosed and remecies invoxed as proviced in Zxecutnive Ocder {1256 of r 24, 1965, or by rule, reguiation, or order of the Secretary of
Labor, ¢cr 2s otherwise proviced by law,

{ Seprambe

(7) The Ogerator will include the provisions of paragraph (1) througn (7) in every subcentract or purchase ordar uniess =xzmoted by rules,
regulauens, cr orcers cf tha Secretary ¢! Labor issued cursuant to seciica 20% of Executive Orcer 11246 of September 2%, 1995, 10 that such
provisians will Se bincing uden each sudcontraciar or vencor. The Operater wil take such action with respect o any sudcsaifict of purchase
ordsr as the contracling agency may dire<t as a means of enfcrcing such srovisions including sanciions for noncompliance: Provited, Mowsver
that in th= event tha Operator decomes invoived in, or is threatsr=2 with, litigation with a subcontraciar ¢r vendor 25 a result 31 sudh cireciicn 3y
the centracting agancy, the Operator may reguest the United St

tates 10 enter 1nto such litigation 0 protect the intsrests of the Unitss States.
B. C=zrufication of Nenszereoated Tacilizias f&t CTR 63-1.2)
ol tne

provisions € Zgual Upportunily Ciause set cut adave,)

{Aoplicable only to contracts or purchase orders which are not exampt rom th

t
The Operater certifies that it <oes not, and will not, maintain or orovide for its employees any segregated facilities at any z¢ its estadlishments,
14 that it ¢oes not, and will not, permit its employess 0 perform their services at anvy location, uncer 13 control, wnere segregaiec facilities are
2aintawmn=2, Tne Oocecatsr agrees that a breach of thus ceruification 1s a violation of ¢ Zzual Coportumity Clause in this contraszi o purchase orcer.
s used 10 tnis carudizaton, the term “tagrezazad facilities” maans any waiting rooms, work areas, rest rooms and wash rooms, ¢=st2urants and omer
1ung areas, tme QiocKs, lock=r rooms anc other storage cr cressing areas, parking lats, arinking {ountains, recr=ation or =aterla:nment areas,
~anzdortatien, and housing !acilities sroviced for emplovess wnicn arez segregatsc by exsohcit cicecsuve or are in [act segregatec 20 the casis of race,
r2=d, colar, cr national orizin, because of hadit, lecal custom, or otherwise. The Ooeratce furiner agre=s that {exces
srufications {rom crovosed sudcontraciors {or specitic ime periccsi it -u.n obtain 1c=nuz
~ard of suzcentracts excasging 510,000 wnich ars nst exszmot irzm
srtificanions in s filesy and tnatat will forward the fcilowing notics
ssmutted ieznucal cartnifications for soeacilic ume pariccsh NO

ar
ONS OF NCONSZGRICATID FACILITIES., A Ceruiizace

I 199 9=

where 1t has ootained idznga
al caruficatons {rom prooosed subconizacisrs Srior o the
srovisions ¢f tne Zgual Qoportunity Clause; that it will reta:n such
0 %uen :rc:oscd suzcontractors {excent wasre the prooosed suocantracisrs have

PROSPEIZTIVE SUZCTNTRACTORS CF REQUIREMENT FCR CIRTIFICA-
Zates Facilities must ba sucrmitied crior to the awarce of 2 sudcoatrac:
t Crooortunity Clause.  The caruilication may be submitied sitner {or each

Yo

rcescing SlC.CJ wnich is not examat from the provisions of
.zcoatracs or for all subcentracts curing a peried (l.e., guartarly, sem

ter 1annuatly, or annualiyl.
C. Affirmative dctisn Comonliance Prozeam fut 273 &3-1.42%. (Agplicadle onty if (a) the Cperator has 5O or more empioyess and (3) the
C3N1ract of purcnase creeras tor 353,055 o morey : .
The Qoeratar shall davelos a written adficmative acticn prezram fac eacn of it estaklishments, and, within 122 davs from the effactiveness ot
11§ Centract or surchase orcer, shall maintain @ cooy of sesarais orazrams {or sach sstashisnment, including svaications of unlizauen of minerity
reup personnel and the job ciacsificadon tasles, at sach local ollics rescensidle for the personnel matlers of sucn estadiishment,
D. Emxs=lover '=isrmarion Resorr (51 CT2 62-1.7), {Aoolicasis oniy (! la) the Co=rater nas 50 or mor= emolove=s, (b) the Operator is not exemo:

{puriient To secuion so=i.5 €2 Title wi ot tne Csce zuiaucns) {roem ine regquirement {er Lling Employer Infermation Repor

al
E2C-1, and {¢) the centract or purchase ordar is for 352 cr more.)

The Ozszrazsr agres=s w0 file with the appropriate FeZeraf agancy annually, on or Sef
tancard Ferm 160 (222-1) promulgated jointly by the Cllicz o
‘ang for Progress oo such {orm as may h-rcafz:r be promulgat d 1

re the 3lst

e Zay of March, complets and accurate regors ar
Fecaral Contract Comphiance, the £5
ni

val Employment Cpportunity Cemmission an:
.

o

its place, '

E. Allir—ative LXznion for Disadled Ve!-:—ans and \'-.'.er.!ns of the Viatnam S-3 (5} CTI L0_7¢n

. (Appiicasie only to contracis or purchase order
for 3ie,i30 or more.)

The alfirmative acticn clause prescribed in section 60-250.% of Tide 4l of the Ccd: o{ Federal Regulaticns is inzorporated herein by reference (a
sremitted 9y taction 63-25C0.02 of said Regulations) as il set out in {ull at this cowne. U the Cozratar {a) Ras 57 or more emcioyees ana {5} this contrac
- purcnase cercer as for $22,220 or more, then within 123 cays from tne -"—"'xv“\css c( this czatract or purchase orcer, the Operater shall preoar
3 maintamn an allirmative 3CL0N Drogram at eacn establishment which shall set {orin the Operator's policizs, practices and procedures in accorcanc
-1y sectien 60-220.6 of s24d Regutations.

F. Affi-=ative A=vian for Handicaooed Workars (4] CFRQ £5.751.4)

S-TLls)

The allirmative azusn clause orescribed in sectizn §0-751.% ¢f Title &1 of the Ccde ¢! Federal Regutations is inccrporated herein by reference (o
s-mutted By secuien 83-741.22 of said Rezulations) as 5f set cut in full at thus zount. 1L tne Coerator {3) has 30 or more emolovess and (3) t™is cantrac
© surchase creer s dor 520,000 of more, then, wathun {20 davs of the ellzciiveness of this contract or curchase orcer, the Operator shall predare an
LA a0 allirmative aCUITH Droeram 2t each establishment, which pregram snall set ferth the Cperator's pohicies, praclices and procecures i
igsrcance with section 60-741.6 of aid Regutations,

(Agolicazle only to co

ntracis or curchase orders {or §2,500 or more.)

G. Utlizinian of *tircriey Brigineeg Soreraricag (Taderyd Bearmremene Dacciations -1, (Applicadle only to cantracts of purchase order
WRICA M2y e1Ceed 2ii,elll)

(1) It s the golicy of the Government ¢
performance of Covernment cSntracis.

#3]

Nat mincrity business enterdrites shall have the maximum praclicadie opportuntty to participate in th

“e Coperazor agrees D use his Dest efiorts 10 CArfy out s pohicy 1n the award of his subcontracts to the fullest extent Caasislent wyy

Ne efliciert Derfcrmancs S N3 CENIFSTT. AS Uted 1N A3 CINFATT, tNe term “MinoriTy Dusiness entersrise” Medns a business, at 'easg 49 percer
Gl wniCh 15 Ownes T¥ MINOMITY €70U3 MaMiers cor, A €336 <! DUBiCly owned dusinesses, 3% least 51 percent of the stock of whiCh 13 Owneg *
minority 2703 memders. Fzr o tne curdeses ot 1his cetimiticn,

Americar.

TinCrity CrOud r"‘cm:e.'; are Megroes, Sp.mnh-sac.umg AMerican person
Qrientayly, fmec.cin-indiang, American-Ziqamcy, ang

Amesizan Aleuts. Cantracears may rely on wriiten
ILDCONIIITIrs ragdfG.nZ Their 31AIUS 33 MINOMNILY Susiness entersrites :n hicy 0! AN INCedencent Invesligdtion.

reatesentitionsy

a
.



