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part 1o the other parties herete for drilling, development., operating or other similar costs by reason
such utle failure:; and

(b) There shall be no retroactive  adjustment of expenses meurred or revenues rece:ved i
operation of the interest which has been lost. but the interests of the parties shall be revised or
age basis, as of the time it is determined finally that title failure has occurred. so that the
the party whose lease or interest is affected by the title failure will thereafter be reduced it
Arcua by the amount of the interest lost: and

nterest of
he Contract

(c) I the proportionate interest of the other parties hereto in any piroducing well
o the Contract-Arvea is increased by reason of the title failuve. the party whose i
receve the proceeds attributable to the inercase in such interests (less costs and
thereto) until it has been reimbursed for unrecovered costs paid by it in cor
und

weretofore drilled
¢ has fatled <hal)
wardens attributable

cetion with such well;

(d) Should any person not a party to this agreement, who is determine
terest in the title which has failed, pay in any manner any part of the
or equipment, such amount shall be paid to the party or parties who bo
ed; and

(¢) Any Hability to account to a third party for prior producy
reason of title failure shall be borne by the party or partics in th
in such prior produection; and

(Y No charge shall be mace to the joint account for leg
with the defense of the interest claimed by any party h
hereto that cach shall defend title to its interest and bear a

to be the owner of any in-
Ast of operation, development,
* the costs which are so refund-

noof oil and pus which arises by
same proportions in whicih they shared

il expenses, fees or salaries, in connection
eto, it being the intention of the parties
expenses in conncctlion therewith.

<. Loss by Non-Payment or Erroncous Payment Af Amount Duc: If, through mistake or oversight.
any rental. shut-in well payment, minimum roya

paid. and as o result o Jease or interest therein to

v oor royally poyment. is not paid or 15 erroncously
minales, there shall be no monetary lability against
the purty who Jailed 1o make such payment. Unless the party who failed to make the required payment
stowithin ninety (90) dayvs from the discovery of the fail-
Aition will not be subject to Avticle VIILE., the interests of
basis, cffective as of the date of termunztion of the lease in-

seeures aonew Jease covering the same intey
are to make proper puyvment, which acquy
the parties shall be revised on an acreag
volved. and the party who failed to
the Contract Arca on account of ow:

Gke proper payment will no longer be eredited with an interest in
'rship of the lease or interest which has tcrminated. In the event
the party who failed to make thgfrequired pavment shall not have been fully reimbursed. at the time of
the loss from the proceeds of the sale of oil and gas attributable to the Jost interest, calculated on an
acreage basis. for the develoy
shall br reimbursed for

1iont and operating costs theretofore paid on account of such inierest. it
‘ccovered actual costs theretofore paid by it (bul not tor jt= share of the
cost of e dry hole prevfusly drilled o wells previously abandoned) from so nnich of the following
as is neeessary to effecy/reimbursement:
ti) Proceeds of il and gus, less operating oxpenses, theretofore acerucd to ihe cred:l ol the lost
e basisc up 1o the amount of unrccovered costs:

less operating expenses. thereafter acerued attributzble 1o (he lest mderest on an
that porvon of oil and gas thercafter produced und marketed (excludin: nroduction

s thereafter drilled) which, i the absence of such lcase wermination, would v attributabie

IMterest, on an acryy

{h) Procoveds
aereage basis,
from Ny oAwe
to the lost Mterest on an acrcage basis, up to the amount of unrecovered costs, the proceeds of said
purtion «

the oil and gas te be contributed by the other partics in proporticn to their respective in-
terests, -

and
£) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or
mes. the owner of the interest Jost, for the privilege of participating in the Contract Arca or be-
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3. Other Losses: All 0S50S iNCUITCd,  abbiimmibiiddid I I ST AL o SIS Ao /)
sboss. shall not be considered failure of title but shall be joint losses and shall be borne by all parties
in proportion to their interests. There shall be no readjustment of interests in the remaining portion of

the Contract Area.

ARTICLE V.
OPERATOR

Ao DESIGNATION AND RESPONSIBILITIES OF OPERATOR:

Enserch Exploration, Inc, shall be the
Operator of the Contraet Arvea. and shall conduct and direet and have full control of ali operations on
the Contract Arca as permiited and required Ly, and within the limits of. this agrecment. It shall con-
duct all such operations in a good and workmanlike manner, but it shall have nu liability as Operator
to the other parties for losses sustained or liabilities incurred. except such as may resull from gross
negligence or willful misconduct.
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ARTICLE XVI.
MISCLELLANEOUS

This agreement shall be binding upon und shall inure to the benefit of the partics hereto and to their
respective heirs, devisces, legal representatives, successors and assigns.

This instrument may be execuled in any number of counterparts, cach of which shall be considered
an original for all purposes.

7].'\’ WITNESS WHEREQF, this agreement shall be effective as of 14 day of October
19

OPERATOR

ENSERCH EXPLORATION, INC.

NON-UOPERATORS
SUNMARK




