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1 liens and encumbrances resulting therefrom except lor those resulting from a bona ftde dispute as to services rendered or 

2 materials supplied. 

3 4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced 

4 or paid to the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the 

5 Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until 

6 used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as 

7 provided in Article VII.B. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator 

8 and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in 

9 this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the 
10 parties otherwise specifically agree. 

" 5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator 

12 or its duly authorized representative, at the Non-Operator's sole risk and cost, full and free access at all reasonable times to 

13 all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of 

14 operations conducted thereon or production therefrom, including Operator's books and records relating thereto. Such access 

15 rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate 

16 Operator to furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such 

17 interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copies of any 

18 and all reports and information obtained by Operator in connection with production and related items, including, without 

19 limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding 

20 purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the 

21 information. Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures 

22 shall be conducted in accordance with the audit protocol specified in Exhibit "C." 

23 6. Filing and Furnishing Governmental Reports: Operator will (lie, and upon written request promptly furnish copies to 

24 each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications 

25 required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder. 

26 Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings. 

27 7. Drilling and Testing Operalions: The following provisions shall apply to each well drilled hereunder, including but not 

28 limited to the Initial Well: 

29 (a) Operator will promptly advise Non-Operators of the date on which the well is spudded, or the date on which 
30 drilling operations are commenced. 

3 1 (b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well 

32 as the Non-Operators shall reasonably request, including, but not limited to, daily drilling reports, completion reports, and well logs. 

33 (c) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing 

34 Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted 
35 hereunder. 

36 8. Cost Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs 

37 incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement. 

38 Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith. 

39 9 Insurance: At all limes while operations are conducted hereunder, Operator shall comply with the workers 

40 compensation law of the state where the operations are being conducted; provided, however, that Operator may be a self-

41 insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall 

42 be as provided in Exhibit "C." Operator shall also carry or provide insurance for the benefit of the joint account of the parties 

43 as outlined in Exhibit "D" attached hereto and made a pari hereof. Operator shall require all contractors engaged in work on 

44 or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducted 

45 and to maintain such other insurance as Operator may require. 

46 In the event automobile liability insurance is specified in said Exhibit "D," or subsequently receives the approval of the 

47 parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive 

48 equipment. 

49 ARTICLE VI. 

50 DRILLING AND DEVELOPMENT 

51 A. Initial Well: 

52 On or before the 30th day of April .2011 , Operator shall commence the drilling Recompletion ofthe Initial 

53 Well at the following location: 

54 
55 Townshin 19 South. Range 25 East, NMPM Yates Petroleum Corporation 
5 6 Section 30: 660' FSL and 1,980' FEL Case No. 14597 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 participation in Completion opera 

69 B. Subsequent Operations: 

70 i . Proposed Operations: If any party hereto should desire to drill any well on the Contract Area other than the Initial Well, or 

71 if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of 

72 producing in paying quantities in which such party has not otherwise relinquished its interest in the proposed objective Zone under 

73 this agreement, the party desiring to drill, Rework, Skletraok, Deepen Recomplete or Plug Back such a well shall give written 

74 notice of the proposed operation to the parties who have not otherwise relinquished their interest in such objective Zone 

- 5 -
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and shall thereafter continue the dfiHtftg-Recompletion ofthe well with due diligence to 

test the Wolfcamp dolomite 

The ek-illine Recompletion ofthe Initial Well and the participation therein by a|l parties is .obligatory, subject to Article VI.C.l. as to 
parlic^patioii m C o m p S operations and Article VI.F. as to termination oi operations and Article Xl as to occurrence ot lorce majeure. 

Revised 2/9/2011 
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1 Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VI C. 1. Option No. 2, all of such Non-

2 Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not elect 

3 to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or 

4 market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and excise taxes, 

5 royalty, overriding royalty and other interests not excepted by Article lll.C. payable out of or measured by the production 

6 from such well accruing with respect to such interest until it reverts), shall equal the total of the following: 
7 (') 100 % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment 

8 beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and 

9 piping), plus 100% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first 

10 production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other 

11 provisions of this Article, it being agreed that each Non-Consenting Party's share of such costs and equipment will be that 

12 interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning 

13 of the operations; and 
1 4 (>i) 3J0 % of (a) that portion of the cosls and expenses of drilling, Reworking, Sidetracking, Deepening, 

15 Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIII.C, 

16 and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections), 

17 which would have been chargeable to such Non-Consenting Party if it had participated therein. 

18 Notwithstanding anything to the contrary in this Article VLB., if the well does not reach the deepest objective Zone 

19 described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable 

20 substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each 

21 Non-Consenting Party who submitted or voted for an alternative proposal under Article VLB.6. to drill the well to a 

22 shallower Zone than the deepest objective Zone proposed in the notice under which (he well was drilled, and each such Non-

23 Consenting Party shall have the option to participate in the initial proposed Completion of the well by paying its share of the 

24 cost of drilling the well to its actual depth, calculated in the manner provided in Article VLB.4. (a). If any such Non-

25 Consenting Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions 

26 ofthis Article VI.B.2. (b) shall apply to such party's interest. 
2 7 (c) Reworking, Recompleting or Plugging Back An election not to participate in the drilling, Sidetracking or 

28 Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in 

29 such a well, or portion thereof, to which the initial non-consent election applied that is conducted at any time prior to full 

30 recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount. Similarly, an election not to 

31 participate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking 

32 operation proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at 

33 any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount. Any such 

34 Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the 

35 cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties 300 % of 

36 that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to 

37 such Non-Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is 

38 proposed during such recoupment period, the provisions of this Article VLB. shall be applicable as between said Consenting 

39 Parties in said well. 

40 (d) Recoupment Matters. During the period of time Consenting Parties are entitled to receive Non-Consenting Party's 

41 share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem, 

42 production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to 

43 Non-Consenting Party's share of production not excepted by Article Ili.C. 

44 In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting 

45 Parties shall be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all 

46 such equipment shall remain unchanged; and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back, 

47 Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each 

48 party receiving its proportionate part in kind or in value, less cost of salvage. 

49 Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations 

50 for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to 

51 the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing, 

52 Recompleting, and equipping the well for production; or, at its option, the operating party, in lieu of an itemized statement 

53 of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time the 

54 Consenting Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties 

55 shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of 

56 the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from 

57 the sale of the well's working interest production during the preceding month. In determining the quantity of Oil and Gas 

58 produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or 

59 periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with 

60 any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited 

61 against the total unretumed costs of the work done and of the equipment purchased in determining when the interest of such 

62 Non-Consenting Party shall revert to it as above provided; and if there is a credit balance, it shall be paid to such Non-

63 Consenting Party. 

64 If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided 

65 for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 a.m. on the day 

66 following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall 

67 own the same interest in such well, the material and equipment in or pertaining thereto, and the production therefrom as 

68 such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking, Reworking, 

69 Deepening, Recompleting or Plugging Back of said well. Thereafter, sueh Non-Consenting Party shall be charged with and 

70 shall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this 

71 agreement and Exhibit "C" attached hereto. 

72 3, Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have 

73 been completed and the results thereof furnished to the parties, or when operations on the well have been otherwise 

74 terminated pursuant to Article VI.F., stand-by costs incurred pending response to a party's notice proposing a Reworking, 

- 7 -
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MEMORANDUM OF OPERATING A G R E E M E N T 

This Agreement, entered into by and between Yates Petroleum Corporation, herein 
"Operator" and the signatory party or parties other than Operator, herein "Non-Operator", 
whether one or more, have entered into an Operating Agreement, herein "Operating Agreement" 
dated December 1, 2010, covering the lands and leases (the "Contract Area"), all identified in 
Exhibit "A" to this Memorandum. Collectively the Operator and Non-Operator will be referred 
to as the "Parties". 

Article VII.B of the Operating Agreement, entitled "Liens and Security Interests," 
provides for the creation and attachment of a lien for default in payment of sums due under the 
terms ofthe Operating Agreement. The Parties desire the right to file and perfect such a lien, 
and. in order to enable each Party to do so, the terms of the Operating Agreement are 
incorporated into this Memorandum for all purposes. A complete copy of the Operating 
Agreement may be reviewed at the offices of the Operator by persons having a bona fide interest 
in the Leases. 

This Memorandum is placed of record for the purpose of placing all persons on notice of 
the existence of the Operating Agreement. The Operating Agreement shall be deemed to be 
binding on Operator and Non-Operator and their successors and assigns, and in full force and 
effect until modified, or the Leases expire. All modifications may be evidenced by an 
amendment to this Memorandum being placed of record. 

This Memorandum is signed by Operator and Non-Operator as of the date of 
acknowledgment of their signatures below, but is deemed effective for all purposes as ofthe date 
ofthe Operating Agreement stated above. 

OPERATOR 

YATES PETROLEUM CORPORATION 

Title: Partner of Sacramento Partners Limited Partnership 

HANSON McBRIDE PETROLEUM CO., 
A NEW MEXICO LIMITED PARTNERSHIP 

By: 

Title: 

SPIRAL, INC. 

By: 

Title: 

MARKS OIL, INC. 

By 

Title 



MEMORANDUM OF OPERATING A G R E E M E N T 

This Agreement, entered into by and between Yates Petroleum Corporation, herein 
"Operator" and the signatory party or parties other than Operator, herein "Non-Operator", 
whether one or more, have entered into an Operating Agreement, herein "Operating Agreement" 
dated December 1, 2010, covering the lands and leases (the "Contract Area"), all identified in 
Exhibit "A" to this Memorandum. Collectively the Operator and Non-Operator will be referred 
to as the "Parties". 

Article VII.B of the Operating Agreement, entitled "Liens and Security Interests," 
provides for the creation and attachment of a lien for default in payment of sums due under the 
terms of the Operating Agreement. The Parties desire the right to file and perfect such a lien, 
and, in order to enable each Party to do so, the terms of the Operating Agreement are 
incorporated into this Memorandum for all purposes. A complete copy of the Operating 
Agreement may be reviewed at the offices ofthe Operator by persons having a bona fide interest 
in the Leases. 

This Memorandum is placed of record for the purpose of placing all persons on notice of 
the existence of the Operating Agreement. The Operating Agreement shall be deemed to be 
binding on Operator and Non-Operator and their successors and assigns, and in full force and 
effect until modified, or the Leases expire. All modifications may be evidenced by an 
amendment to this Memorandum being placed of record. 

This Memorandum is signed by Operator and Non-Operator as of the date of 
acknowledgment of their signatures below, but is deemed effective for all purposes as ofthe date 
ofthe Operating Agreement stated above. 

OPERATOR 

YATES PETROLEUM CORPORATION 

By: 
JOHN A. YATES, JR. 

Title: ATTORNEY-IN-FACT 

[NON-OPERATORS 

SACRAMENTO PARTNERS LIMITED 
PARTNERSHIP 

Peyton Yates 
Manager of Weed Oil & Gas Company, L.C., General 

Title: Partner ol'Sacramento Partners Limited Partnership 

HANSON McBRJDE PETROLEUM CO., 
A NEW MEXICO LIMITED PARTNERSHIP 

By: 

fkle: 
Ray Willis 

- President of McBride Oil & Gas Corporation -

as General Partner 
SPIRAL. INC. 

By: 

Title: 

MARKS OIL, INC. 

By: 

Title 
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whether one or more, have entered into an Operating Agreement, herein "Operating Agreement" 
dated December 1, 2010, covering the lands and leases (the "Contract Area"), all identified in 
Exhibit "A" to this Memorandum. Collectively the Operator and Non-Operator will be referred 
to as the "Parties'"'. 

Article VII.B of the Operating Agreement, entitled "Liens and Security Interests," 
provides for the creation and attachment of a lien for default in payment of sums due under the 
terms of the Operating Agreement. The Parties desire the right to file and perfect such a lien, 
and, in order to enable each Party to do so, the terms of the Operating Agreement are 
incorporated into this Memorandum for all purposes. A complete copy of the Operating 
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the existence of the Operating Agreement. The Operating Agreement shall be deemed to be 
binding on Operator and Non-Operator and their successors and assigns, and in full force and 
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This Memorandum is signed by Operator and Non-Operator as of the date of 
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OPERATOR 

VATES PETROLEUM CORPORATION 

By: 
JOHN A. YATES. JR. 

Title: A T T 0 R N E Y -1N - F A C' 

NON-OPERATORS 

SACRAMENTO PARTNERS LIMITED 
PARTNERSHIP 

Peyton Yates 
Manager of Weed Oil & Gas Company, L.C., General 

Title: Partner of Sacramento Partners Limited Partnership 

HANSON McBRJDE PETROLEUM CO., 
A NEW MEXICO LIMITED PARTNERSHIP 

By: 

Title: 

SPIRAL, INC. 



NON-OPERATORS 

AUVENSHINE'S CHILDREN'S 
TESTAMENTARY TRUST, CATHIE CONE 
McCOWN, TRUSTEE 

By: 
Cathie Cone McCown 

Title: Trusiee 

CATHIE CONE McCOWN 

By: 

Title: 

KENNETH G. CONE, TRUSTEE OF THE 
TRUSTS CREATED UNDER THE WILL AND 
CODICIL OF KATHLEEN CONE, DECEASED 
F/B/O OF THE CHILDREN OF KENNETH G. 
CONE 

By: 
Kenneth G. Cone 

litle: Trustee 

BANK OF OKLAHOMA, N.A., SUCCESSOR 
TRUSTEE OF THE TRUST CREATED UNDER 
THE WILL AND CODICIL OF KATHLEEN 
CONE, DECEASED F/B/O OF THE CHILDREN 
OF TOM R. CONE 

By: 
Bank of Oklahoma, N.A. 

Title: Successor Trustee 

NEARBURG EXPLORATION COMPANY, LLC 

By: 

Title: 

RANDY LEE CONE 

KENNETH G. CONE 

By: 

Title: 

TOM R. CONE 

By: 

Title: 
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1 ACKNOWLEDGMENTS 

4 S T A T E OF NEW M E X I C O 
5 
6 COUNTY OF EDDY 

The foregoing instrument "'tis acknowledged before me this / V a c l a v of \ \ ( k n i A A r u . ogO /< . by 
h John A Yates. Jr. as Attorney-in-Fact for YATES PETROLEUM CORPORATION, a New Mexico corporation, on behalf 
y of said corporation. 

My Commission Expires: f ~;\ W U / V t J ^ d S • ' T U ^ X ^ ' 
1 2 L; l i s J . ^ i , / K, p f c t ' L f j l X /c±A I i - l Notary PuToTic 

OFFICIAL SEAL 
1 5 fflffi^ Lorina E. Floras 

S T A T E OF NEW M E X I C O 5 

§ 
COUNTY OF EDDY S 

i 6 ^ " ^ W N 0 T A R Y PUBLIC-STATE Of NEW MEXICO 

1 7
 C T . T . A P , My commission expires: ^ 

18 

19 

20 
2 1 The foregoing instrument was acknowledged before me this ) Li ^"clay of vlflKlUfirvl $0 I \ . 
22 Peyton Yates as Manager for Weed Oil & Gas Company, L .C. , General Partner of S A C R A M E f i T O PARTNERS 

by 

23 L I M I T E D PARTNERSHIP, a partnership. 

25 Mv Commission Expires: (^lOM^iiJL^ (jO . ^~^J^ULy^ 
26 M / j a - / a e > / V Notary Public 
27 

2S , t « X OFFICIAL SEAL 
29 

30 

31 
S T A T E OF NEW M E X I C O § 

§ 
COUNTY OF C H A V E S S 

Lorlna E. Flores 

WOT ARY PUBLIC-STATE OF NEW MEXICO 

My commission eypimo- L/ j^lop/d 

35 The foregoing instrument was acknowledged before me this day of . . by 
3 6 as for HANSON McBRlDE P E T R O L E U M 

CO., a New Mexico Limited Partnership, a partnership. 

38 
39 My Commission Expires: 

4 0 Notary Public 

43 

44 

45 S T A T E OF T E X A S 
46 
47 COU N T Y O F 

The fbrestoing instrument was acknowledeed before me this day of , , by 
for NEARBURG E X P L O R A T I O N as 

COMPANY, L.L.C. ,, a limited liability company. 

My Commission Expires: 
Notary Public 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 The foreeoinii instrument was acknowledged before me this day of , » b>' 

M ~ ° a s for SPIRAL, INC. , a 

65 New Mexico corporation, on behalf of said corporation. 

66 
61 My Commission Expires: 

6S _ _ _ _ _ 

69 

70 

71 

72 

73 

74 

STATE OF NEW MEXICO $ 
§ 

COUNTY OF CHAVES § 

Notary Public 



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

ACKNOWLEDGMENTS 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

STATE OF NEW MEXICO 

COUNTY OF EDDY 

The foregoing instrument was acknowledged before me this. day of by 
John A Yates, Jr. as Attorney-in-Fact for YATES PETROLEUM CORPORATION, a New Mexico corporation, on behalf 
of said corporation. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF EDDY 

NEW MEXICO § 

§ 
§ 

The fore«oing instrument was acknowledged before me this day of .. bv 
Peyton Yates as Manager for Weed Oil „ Gas Company, L.C., General Partner of SACRAMENTO PARTNERS 
L I M I T E D PARTNERSHIP, a partnership. 

My Commission Expires: 

Notarv Public 

2S 

29 

30 

3 1 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

5 I 

52 

53 

54 

55 

56 

57 

STATE OF 

COUNTY OF 

NEW'MEXICO S 

CHAVES 

The foregoing instrument was acknowledged betonyiie this o L O dav ul I he loregoms-

CO., a New Mexico Litr Limited Partnership, a\yrrtnership 

"p^DNO. by 
for HANSON MeBRIDE PETROLEUM 

My Commission Expires: 

61- Fgoi^ Notarv Public 

STATE OF TEXAS 

COUNTY OF 

ie foregoing instrument was acknowledged before me this 
as 

. day of , , by 
for NEARBURG EXPLORATION 

COMPANY, L.L.C. 

My Commission Expires: 

_, a limited liability company. 

Notary Public 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

STATE OF 

COUNTY OF 

NEW MEXICO ij 

§ 
CHAVES § 

The foregoing instrument was acknowledged before me this 

New Mexico corporation, on behalf of said corporation. 

My Commission Expires: 

day of 
' lor SPIRAL, INC. 

by 

Notary Public 
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S T A T E OF C O L O R A D O 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

34 

35 

36 

37 

38 

39 

40 

COUNTY OF DENVER 

The foregoing instrument was acknowledged before me this _ _ _ _ _ _ day of D e c e r n b<UT , Z O / O . by 

Stephen K- r-j^rkb as L>re<^de.r\ f for 
corporation, on behal 

M y C o m nyss i o nlE x p i res: 

.„...//mMc/3 

S T A T E OF 

COUNTY OF 

MARKS OIL, INC. 

day of The foregoing instrument was acknowledged before me this 
Cathie Cone McCown as Trustee for AUVENSHINE'S C H I L D R E N ' S TRUST 

My Commission Expires: 

a trust. 

bv 

Notarv Public 

STATE OF TEXAS 

COUNTY OF 

The foregoing instrument was acknowledged before me this dav of bv 
C A T H I E CONE McCOWN, denims' in her sole and separate property 

My Commission Expires: 

Notan' Public 

S T A T E OF TEXAS 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of , . bv 
Kenneth G. Cone as Trustee for TRUST C R E A T E D UNDER T H E W I L L AND C O D I C I L 

OF K A T H L E E N CONE. D E C E A S E D F/B/O T H E C H I L D R E N OF K E N N E T H G. CONE 

My Commission Expires: 
Notary Public 

S T A T E OF O K L A H O M A 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
Bank of Oklahoma as 

_ day of 
Successor Trustee for 

.= by 
TRUST 

C R E A T E D UNDER T H E W I L L AND C O D I C I L OF K A T H L E E N CONE, D E C E A S E D F/B/O T H E C H I L D R E N 
OF TOM R. CONE 

My Commission Expires: 
Notarv Public 

S T A T E OF O K L A H O M A 

COUNTY OF 

The foregoing instrument was acknowledged before me this 
RANDY L E E CONE, dealing in his sole and separate property 

dav of by 

My Commission Expires: 
Notarv Public 
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3 STATE OF COLORADO $ 

4 § 
c COUNTY OF § 

10 

22 

The foregoing instrument was acknowledged before me this day of , , by 
. as for MARKS OIL, INC. , a 

8 corporation, on behalf of said corporation. 
9 

My Commission Expires: 
1 1 Notary Public 
12 

14 

15 

16 

17 

18 

19 

STATE OF TEXAS 

COUNTY OF 

20 The foregoing instrument was acknowledged before me this day of , . by 
21 Cathie Cone McCown as Trustee for AUVENSHINE'S CHILDREN'S TRUST , a trust. 

My Commission Expires: 

STATE OF TEXAS 

2 4 Notary Public 
25 

26 

27 

28 

29 

30 

31 

32 The foregoing instrument was acknowledged before me this dav of . , by 
33 CATHIE CONE McCOWN. dealing in ner sole and separate properly 

34 
J5 My Commission Expires: 
36 Notary Public 
37 

COUNTY OF 

STATE OF TEXAS 

COUNTY OF 

39 

40 

41 

42 

43 

44 The foregoing instrument was acknowledged before me this day of , , by 
45 Kenneth G. Cone as Trustee for TRUST CREATED UNDER THE W I L L AND CODICIL 

4 ( 1 OF K A T H L E E N CONE, DECEASED F/B/O THE CHILDREN OF KENNETH G. CONE 

47 

48 My Commission Expires: 
49 Notary Public 

50 

51 

52 
- ^ i 

•SJ 

54 

55 COUNTY OF . 

56 

STATE OF O K L A H O M A 

The foregoing instrument was acknowledged before me this day of , , by 
Bank o['Oklahoma as Successor Trustee for TRUST 

CREATED UNDER THE W I L L AND CODICIL OF KATHLEEN CONE, DECEASED F/B/O THE CHILDREN 
OF T O M R. CONE. 

My Commission Expires: 
Notary Public 

6 7 STATE OF ^ O K L A H O M A - ij 

COUNTY OF Z ^ O C i X Ct4 V ^ J T r ( c ^ 68 

6 9 

7 0 The foregoing instrument was a c k n o w ^ ^ ^ ^ o ° r e n % ^ i ^ day of ^ f y ^ f f i ^ * ^ . . _ • _ 1 \ , by 
71 RANDY LEE CONE, dealing in \ \ \ f f^s/^nA separat 

72 

73 

74 

My Commission Expires iisston expires: — 
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4 STATE OF TEXAS 

COUNTY OF 
6 
7 The foregoing instalment was acknowledged before me this day of , . by 
^ KENNETH G. CONE, dealing ia his sole and separate property . 

My Commission Expires: 
Notarv Public 

S T A T E OF MISSOURI 

9 

10 

I 1 

12 

IJ 

15 

16 

17 

IS 

1 9 § 
2 0 COUNTY OF § 
21 
22 The foregoing instrument was acknowledged before me this day of . . by 
23 TOM R. CONE, dealing in his sole and separate property . 

24 

25 My Commission Expires: 
26 Notary Public 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

4 3 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 
66 
67 

6S 

69 

70 

71 

72 

73 

74 
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1 OPERATING AGREEMENT 

2 THIS AGREEMENT, entered into by and between VATES PETROLEUM CORPORATION , 

3 hereinafter designated and referred to as "Operator," and the signatory party or parties other than Operator, sometimes 

4 hereinafter referred to individually as "Non-Operator," and collectively as "Non-Operators." 

5 WITNESSETH: 

6 WHEREAS, the parties lo this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land 

7 identified in Exhibit "A," and the parties hereto have reached an agreement lo explore and develop these Leases and/or Oil 

S and Gas Interests for the production of Oil and Gas to the extent and as hereinafter provided. 

9 NOW, THEREFORE, ii is agreed as follows: 

10 ARTICLE I. 

I I DEFINITIONS 

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

13 A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreemeni for the purpose of 

14 estimating the costs lo be incurred in conducting an operation hereunder. 

15 B. fhe term "Completion" or "Complete" shall mean a single operation intended to complete a well as a producer of Oil 

16 and Gas in one or more Zones, including, bul not limited to, [he setting of production easing, perforating, well stimulation 

17 and production testing conducted in such operation 

IS C. The term "Contract Area" shall mean all ofthe lands, Oil and Gas Leases and/or Oil and Gas Interests intended to be 

19 developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas 
20 Interests are described in Exhibit "A." 

21 D. The term "Deepen" shall mean a single operation whereby a well is drilled lo an objective Zone below the deepest 

22 Zone in which the well was previously drilled, or below ihe Deepest Zone proposed in the associated AFE, whichever is the 
23 lesser 

24 E. The terms "Drilling Party" and "Consenting Party" shall mean a parly who agrees to join in and pay its share of the 

25 cost of any operation conducted under the provisions ofthis agreement. 

26 F The term "Drilling Unit" shall mean the area fixed for the drilling of one well by order or rule of any state or federal 

27 body having authority. If a Drilling Unit is nol fixed by any such rule or order, a Drilling Unit shall bc the drilling unit as 

28 established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Panies 

29 G. The term "Drillsite" shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be 
30 located 

3 I H. The term "Initial Well" shall mean die well required lo be drilled by the parlies hereto as provided in Article VI.A. 

32 1 The term "Non-Consent Well" shall mean a well in which less than all parties have conducted an operation as 
33 provided in Article VI.B.2. 

34 J. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate in a 

35 proposed operation. 

36 K. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or all olher liquid or gaseous 

37 hydrocarbons and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is 
38 specifically stated. 

39 L. The term "Oil and Gas Interests" or "Interests" shall mean unleased fee and mineral interests in Oil and Gas in tracts 

40 of land lying wilhin the Contract Area which aie owned by parlies to this agreement. 

41 M. The terms "Oil and Gas Lease," "Lease" and "Leasehold" shall mean the oil and gas leases or interests therein 

42 covering tracts of land lying wilhin the Clou tr act Aiea which are owned by the parties to this agreemeni. 

43 N. The term "Plug Back" shall mean a single operation whereby a deeper Zone is abandoned in order to attempt a 

44 Completion in a shallower Zone. 

45 O. The term "Recompletion" or "Recoinpleie" shall mean an operation whereby a Completion in one Zone is abandoned 

46 in order to attempt a Completion in a different Zone within the existing wellbore. 

47 P. The term "Rework" shall mean an operation conducted in the wellbore of a well after il is Completed lo secure, 

48 restore, or improve production in a Zone which is currently open to production in the wellbore. Such operations include, bul 

49 are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking, 

50 Deepening, Completing, Recompleting, or Plugging Back of a well 

51 Q. The term "Sidetrack" shall mean ihe directional control and intentional deviation of a well from vertical so as to 

52 change the bottom hole location unless done to straighten the hole or drill around junk in the hole to overcome other 

53 mechanical difficulties. 
54 R The term "Zone" shall mean a stratum of earth containing or thought to contain a common accumulation of Oil and 

55 Gas separately producible from any other common accumulation of Oil and Gas. 

56 Unless the context otherwise clearly indicates, words used in the singular include the plural, the word "person" includes 

57 natural and artificial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter. 

53 ARTICLE II. 

5 9 EXHIBITS 

60 The following exhibits, as indicated below and attached hereto, are incorporated m and made a part hereof: 

61 \ A. Exhibit "A," shall include the following information: 

62 (1) Description of lands subject to this agreement, 

63 (2) Restrictions, if any, as to depths, formations, or substances, 

64 (3) Percentages or fractional interests of parties 10 this agreement, 

6 5 ( 4) Oil and Gas Leases and/or Oil and Gas Interests subject lo this agreement and burdens on production, 

66 (5) Parties to agreement with addresses and facsimile numbers for notice purposes, 

67 X B Exhibit "B," Form of Lease 

68 X C. Exhibit "C," Accounting Procedure 

69 X D Exhibit "D," Insurance 

70 X E. Exhibit "E," Gas Balancing Agreement. 

7 , x F. Exhibit "P." Non-Discrimination and Certification of Non-Segregated Facilities 

72 G. Exhibit "G," Tn* Piinni-rthip-
73 \ l-p Other: Memorandum of Opcraiimt Aiueemcnj . . 

74 

- 1 -
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1 II any provision of any exhibit, except Exhibits "E," "F" and "G," is inconsistent wiUi any provision contained in 
2 the body ofthis agreement, the provisions in the body of Ihis agreemeni shall pievail. 

3 ARTICLE UI. 

4 INTERESTS OF I'ARTIES 
5 A. Oil and Gas Interests: 

6 If any party owns an Oil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this 

7 agreement and during the lerm hereof as if it were eovered by the form of Oil and Gas Lease attached hereto as Exhibit "B," 

8 and the owner thereof shall be deemed to own both royally interest in such lease and the interest ofthe lessee thereunder. 

9 B. Interests ol 'Parties in Costs ami Production: 

10 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne 

1 1 and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, bv the panies as their 

12 interests are set forth in Exhibit "A." In the same manner, the parlies shall also own all production of Oil and Gas from the 

13 Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter 
1 4 Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other 

15 burdens may be payable and excepi as otherwise expressly provided in this agreemeni, each parly shall pay or deliver, or 

16 cause lo be paid or delivered, all burdens on ils share of the production from the Contract Area up to, but nol in excess of, 
1 7 1/8"' of 8/8ths and shall indemnify, defend and hold the other parties free from any liability therefor. 

IS Except as otherwise expressly provided in tins agreement, if any party has contributed hereto any Lease or Interest which is 

19 burdened with any royally, overriding royally, production payment or other burden on production in excess of the amounts 

20 stipulated above, such parly so burdened shall assume and alone bear all such excess obligations and shall indemnify, defend 

21 and hold the other parlies hereto harmless from any and all claims attributable to such excess burden. However, so long as 

22 die Drilling Unit for the productive Zone(s) is identical wilh the Contract Area, eaeh part)' shall pay or deliver, or cause lo 

23 be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s) 

24 which such party has contributed to this agreement, and shall indemnify, defend and hold the olher parties free from any 
25 liability therefor 

26 No party shall ever be responsible, on a price basis higher than the price received by such party, lo any other party's 

27 lessor or royalty owner, and if such oilier party's lessor or royalty owner should demand and receive settlement on a higher 

2S price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price. 

29 Nothing contained in this Article III.B. shall be deemed an assignment or cross-assignment of interests covered hereby, 

:ind in the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in 

34 

said Leaseholds shall be deemed separate leasehold interests for the purposes ofthis agreement. It is recognized bv the parties her. 
that m addition to eaeh party's share of working interest production as shown in Exhibit "A", such party shall have the rig •eto 

30 

31 
uuii II I auuii.ion io eacn partvs snare oi working interest production as shown in Exhibit "A", such" party shall have the right, 

J2 subject to existing contracts, to market the royalty gas attributable to each lease which it contributes to the'Contract Area and to 
receive payments due lor such royalty gas produced from or allocated to such lease or leases. It is agreed that, regardless of 
whether each party; markets or contracts lor its share ol gas, including the royalty gas under the leases which it contributed to the 
Contract Area, such party agrees to pay or cause to be paid fo the royalty owners under its lease or leases the proceeds attributable 
to their respective royalty interest and (o hold all other parties liereto'liannle.ss lor its lailure to do so. 

35 C. Subsequently Created Interests: 

36 It any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security 

37 lor the payment of money, or if, alter ihe date of this agreement, any party creates an overriding royalty, production 

38 payment, net profits interest, assignment of production or olher burden payable out of production attributable to its working 

39 interest hereunder, sueh burden shall be deemed a "Subsequently Created Interest." Further, if any party litis contributed 

40 hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden 

41 payable out of production created prior to the date of this agreement, and such burden is not shown on Exhibit "A," such 

42 burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's 

43 Lease or Interest to exceed the amount stipulated in Article III.B. above. 

44 The party whose interest is burdened wilh the Subsequently Created Interest (the "Burdened Party") shall assume and 

45 alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other 

46 parties from and against any liability therefor Further, if the Burdened Parly fails to pay, when due, its share of expenses 

47 chargeable hereunder, all provisions of Article VII.B. shall be enforceable against the Subsequently Created Interest in the 

48 same manner as they are enforceable against the working interest of the Burdened Party, If the Burdened Party is required 

49 under this agreement to assign or relinquish to any other parly, or parties, all or a portion of its working interest and/or the 

50 production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of 

51 said Subsequently Created Interest, and the Burdened Parly shall indemnify, defend and hold harmless said other party, or 

52 parlies, from any and all claims and demands for payment asserted by owners ofthe Subsequently Created Interest 

53 ARTICLE IV. 

54 TITLES 

55 A. Title Examination: 
50 Title examination shall bc made on the Drillsite of any proposed well prior to commencement of drilling operations and. 

57 if a majority in interest of die Drilling Parties so request or Operator so elects, title examination shall be made on the entire 

58 Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working 

59 interest, minerals, royalty, overriding royally and production payments under ihe applicable Leases. Eaeh party contributing 

60 Leases and/or Oil and Gas Interests lo he included in ihe Drillsite or Drilling Unit, if appropriate, shall furnish lo Operator 

61 all abstracts (including federal lease status reports), title opinions, title papers and curative material in us possession tree ol 

62 charge. All such information not in the possession of or made available to Operaloi bv the parties, but necessary for the 

63 examination of the litle, shall be obtained by Operator. Operator shall cause tide to be examined by attorneys on us staff or 

64 by outside attorneys. Copies of all title opinions shall be lurnished to eaeh Drilling Party. Costs incurred by Operator in 

65 procuring abstracts, lees paid outside attorneys lor i,tie examination (including preliminary, supplemental, shut-in royalty 

66 
opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling 

67 Parties in the proportion that the interest of eaeh Drilling Party bears lo .he total interest of all Drilling Parties as such 

68 interests appear in Exhibit "A." Operator shall make no charge lor services rendered by us staff attorneys or other personnel 

69 in ihe performance of the above functions. 

7 0 • Each party shall be responsible for securing curative matter turd pooling amendments or agreements required ,n 

7, connection with Leases or Oil and Gas Interests contributed by sueh party Operator shah be responsible for the preparation 

and recording of pooling designations or declarations and communitization agreements as we,, as the conduct ol hearings 
73 before governmental agencies for the securing of spacing or pooling orders or any other orders necessary or appropriate to 

74 the c o l c t of operations hereunder. This shall no, prevent any party front appearing on its own behalt a, such hearings. 
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Cosls incurred by Operator, including fees paid to outside attorneys, which are associated with hearings before governmental 

agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct 

charges to the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C." 
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Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above 

2 functions. 

3 No well shall be drilled on the Contract Area until alter (!) the title to the Drillsite or Drilling Unit, if appropriate, has 

-1 been examined as above provided, and (2) the title has been approved by the examining attorney or title has been accepted by 
5 all ofthe Drilling Parties in such well 

6 l i . Loss or Failure ol'Title: 

7 I . Failure of Title Should any Oil and Gas Imerest or Oil and Gas Lease be lost through failure of title, which results in a 

S reduction of interest from lhal shown on Exhibit "A." the party credited wilh contributing the affected Lease or Interest 

9 (including, if applicable, a successor in interest to such parly) shall have ninety (90) days from final determination of title 

10 failure to acquire a new lease or other instrument curing the entirely of the title failure, which acquisition will not be subject 

11 to Article VIII.3 , and failing lo do so, ihis agreement, nevertheless, shall continue in force as to all remaining Oil and Gas 

12 Leases and Interests; and, 

13 (a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (including, if 

14 applicable, a successor in interest to such party) shall bear alone the entire loss and it shall not be entitled to recover from 

Operator or the other parties any development or operating cosls which il may have previously paid or incurred, but there 

1 6 shall be no additional liability on us part to the other parties hereto by reason of such title failure; 

17 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the 

IS Lease or Interest which has failed, but the interests of the parties contained on Exhibit "A" shall be revised on an acreage 

19 basis, as of the time it is determined finally lhal litle failure has occurred, so that the interest of the party whose Lease or 

20 Interest is affected by the title failure will thereafter be reduced in the Contract Area by the amount ofthe Lease or Interest failed; 
2 1 (c) " Hie proportionate interest of the other parties hereto in any producing well previously drilled on the Contract 

22 Area is increased by reason of the title failure, the parly who bore the costs incurred in connection with such well attributable 

23 to the Lease or Interest which has failed shall receive ihe proceeds attributable to the increase in such interest (less costs and 

24 burdens attributable thereto) until il has been reimbursed for unrecovered costs paid bv il in connection with such well 

25 attributable to such failed Lease or Interest; 
2 6 (d) Should any person nol a party to this agreement, who is determined to bc the owner of any Lease or Interest 

27 which has tailed, pay in any maimer any pari of the cost of operation, development, or equipment, such amount shall be paid 

28 lo ihe party or parties who bore ihe costs which are so refunded; 

29 (e) Any liability to account to a person nol a party lo this agreement for prior production of Oil and Gas which arises 

30 by reason of title failure shall be borne severally by each party (including a predecessor to a current party) who received 

31 production for which such accounting is required based on ihe amount of such production received, and eaeh sueh party shall 

32 severally indemnify, defend and hold harmless all other parlies hereto for any such liability to account; 

33 (f) No charge shall be made lo the joint account for legal expenses, fees or salaries in connection with the defense of 

34 the Lease or Interest claimed io have failed, bin if the party contributing such Lease or Interest hereto elects to defend Us title 

35 il shall bear all expenses in connection therewith; and 

36 (g) If any party is given credit on Exhibit "A" to a Lease or Interest which is limited solely to ownership of an 

37 interest in the wellbore of any well or wells and the production therefrom, sueh party's absence of interest in the remainder 

38 of the Contract Area shall be considered a Failure of Title as to such remaining Contract Area unless that absence of interest 

39 is reflected on Exhibit "A." 

40 2. Loss by Non-Pavnient or Erroneous Payment of Amount Due; If, through mistake or oversight, any rental, shut-in well 

41 payment, minimum royally or royalty payment, or other payment necessary to maintain all or a portion of an Oil and Gas 

42 Lease or interest is not paid or is erroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary 

43 liability against the party who failed to make such payment. Unless the party who failed to make the required payment 

44 secures a new Lease or interest covering the same interest within ninety (90) days from the discovery of the failure to make 

45 proper payment, which acquisition will not be subject io Article VIII.B., the interests of the parties reflected on Exhibit "A" 

46 shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the party 

47 who failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownership 

48 of Ihe Lease or Interest which has terminated. If the party who failed lo make the required payment shall not have been fully 

49 reimbursed, at the lime of the loss, from the proceeds of the sale of Oil and Gas attributable to the lost Lease or Interest, 

50 calculated on an acreage basis, for the development and operating costs previously paid on account of such Lease or Interest, 

51 it shall be reimbursed for unrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole 

52 previously drilled or wells previously abandoned) from so much ofthe following as is necessary to effect reimbursement: 

53 (a) Proceeds of Oil and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease 

54 burdens chargeable hereunder to the person who failed to make payment, previously accrued to the credit of the lost Lease or 

55 Interest, on an acreage basis, up to the amount of unrecovered costs; 
56 (b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person who failed 

57 to make payment, up to the amount of unrecovered costs attributable lo lhal portion of Oil and Gas thereafter produced and 

58 marketed (excluding production from any wells thereafter dulled) which, in die absence of such Lease or Interest termination, 

59 would be attributable to the lost Lease or Imerest on an acreage basis and which as a result of such Lease or Interest 

60 termination is credited to other parties, the proceeds of said portion of the Oil and Gas to be contributed by the other parlies 

61 in proportion to their respective interests retlected on Exhibit "A"; and, 
62 (c) Any monies, up lo the amount of unrecovered costs, thai may be paid by any part)' who is, or becomes, the owner 

63 ofthe Lease or Interest lost, for the privilege of participating in the Contract Area or becoming a party to ihis agreemeni. 

64 3 Other Losses All losses of Leases or Interests committed to tins agreement, other than those set forth in Articles 

65 IV.B.l. and IV.B.2. above, shah be joint losses and shall be borne by all parlies in proportion lo their interests shown on 

66 Exhibit "A" This shall include bul nol be limited lo ihe loss of any Lease or Interest through failure to develop or because 

67 express or implied covenants have not been performed (other than performance which requires only the payment of money), 

68 and the loss of any Lease by expiration at the end of its primary term if it is not renewed or extended. There shall be no 

69 readjustment of interests in the remaining portion ofthe Contract Area on account of any joint loss. 

70 ' 4 Curing Tide; ln the event of a Failure of Title under Article IV.B.l. or a loss of title under Article IV.B.2. above, any 

71 Lease or Interest acquired by any party hereto (other than the party whose interest has failed or was lost) during the ninety 

V (90) day period provided bv Article IV.B.l. and Article IV.B.2. above covering all or a portion of the interest tha, has tailed 

73 or was lost shall be offered ai cos. to the parly whose interest has failed or was lost, and the provisions ol Article Vill B 

74 shall nol apply to such acquisition. 
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1 AR TICLE V. 

2 OPERATOR 

3 A. Designation and Responsibilities of Operator: 

'1 VATES PETROLEUM CORPORATION shall be the Operator of the Contract Area, and shall conduct 

5 and direct and have full control of all operations on the Contract Area as permitted and required by, and within the limits of 

6 this agreement. in its performance of services hereunder for the Non-Operators, Operator shall be an independent contractor 

7 not subject to the control or direction of the Non-Operators except as to the type of operation lo be undertaken in accordance 

S with the election procedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the 

9 Non-Operators with authority to bind them to any obligation or liability assumed or incurred by Operator as to any third 

10 party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike 

1 1 manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and 

12 regulation, but in no event shall it have any liability as Operator to the other parties for losses sustained or liabilities incurred 

13 except such as may result from gross negligence or willful misconduct. 

14 l i . Resignation or Removal of Operator and Selection of Successor: 

, s Resignation or Removal of Operator; Operator may resign at any time by giving written notice thereof to Non-Operators. 

Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of 

17 serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a 

15 successor. Operator may be removed only for good cause by the affirmative vote of two or more Non-Operators owning a majority interest 

19 based on ownership as shown on Exhibit "A" remaining after excluding tbe voting interest of Operator; such vote shall not be 

20 deemed effective until a written nonce has been delivered to the Operator by a Non-Operator detailing the alleged default and 

21 Operator has failed to cure the default within thirty (30) days from its receipt of the nonce or, i f the default concerns an 

22 operation then being conducted, within forty-eight (48) hours exclusive of Saturday, Sunday or legal holidays of its receipt ofthe notice 
03 ' o r purposes hereof, "good ' - cause" shall 

mean nol only gross negligence or willful misconduct bul also the maicrial breach of or inability to meet the standards of 

operation contained in Article V.A. or materia] failure or inability to perforin us obligations under this agreement. 

Subject to Article VII .D.L, such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first 

day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation bv Operator 

or action by the Non-Operalors 10 remove Operator, unless a successor Operator has been selected and assumes the duties of 

Operator at an earlier dale. Operator, alter effective date of resignation or removal, shall be bound by the terms hereof as a 

Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single 

3 ( subsidiary, parent or successor corporation shall not be the basis for removal of Operator 

P 2. Selection of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a 

successor Operator shall be selected by the parlies. The successor Operator shall be selected from the parties owning an 

interest m the Contract Area al the time sueh successor Operator is selected. The successor Operator shall be selected by the 

3 J affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A"; 

provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote or votes only to 

succeed itself, the successor Operator shall be selected by the affirmative vote of the party or parties owning a majority 

interest based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was 

removed or resigned. The former Operator shall promptly deliver to the successor Operator all records and data relating to 

the operations conducted by the former Operator to the extent such records and data are not already in the possession of the 

successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint 

account. 

3. Effect of Bankruptcy':" If Operator becomes insolvent, bankrupt or is placed in receivership, 11 shall be deemed to have 

resigned without any action by Non-Operators, except the selection of a successor. If a petition for relief under the federal 

bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all 

Non-Operalors and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or 

assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in 

possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators, 

except the selection of a succcssoi. During die period of lime [he operaung committee controls operations, all actions shall 

require ihe approval of two (2) 01 more parlies outline a majority interest based on ownership as shown on Exhibit "A." In 

the event there are onlv two (2) parlies to this agreement, during the period of time the operating committee controls 

operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be selected as a 

member of the operating committee, and all actions shall require the approval of ovo (2) members of the operating 

committee without regard for their interest in the Contract Area based on Exhibit "A." 

C. Employees and Contractors: 

The number of employees or contractors used by Operator in conducting operations hereunder, their selection, and the 

hours of labor and the compensation for services performed shall be determined by Operator, raid all such employees or 

contractors shall be the employees or contractors of Operator. 

I). Rights and Duties of Operator: 

1 Competitive Rates and Use of Affiliates: All wells drilled on the Contract .Area shall be drilled on a competitive 

contract basis at the usual rates prevailing in the area If il so desires. Operator may employ its own tools and equipment in 

the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate of such charges 
6 2 shall be agreed upon by the parties in w i l i n g before drilling operations are commenced, and such work shall be performed by 
6 3 Operator under the same terms and conditions as are customary and usual in ihe area in contracts of independent contractors 
M who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties of Operator 
6 5 shall be performed or supplied at competitive rates, pursuant to written agreement, and in accordance with customs and 

66 
standards prevailing in the industry. 

6 7

 2 n.crh.roP of lomi Account Obligations: Except as herein otherwise specifically provided. Operator shall promptly pay 
6 8 and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreement and shall 

charge each" of the parties hereto with their respective proportionate shares upon the expense basis provided ,11 Exhibit "C." 

36 

37 

38 

39 

40 

41 

42 

43 

44 

4 5 

46 

47 

48 

49 

50 

5 I 

52 

5 3 

54 

55 

56 

57 

58 

59 

60 

61 

7 0 Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and charges and credits 

71 
made and received. 

7 2 3 Protection front Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts 
7 3 of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or ,n 
7 4 respect of the Contract Area or any operations for the. join, account thereof, and shall keep the Contract Area free trom 
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71 

72 

73 

74 

1 liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or 

2 materials supplied 

3 4. Custody of Funds Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced 

4 or paid to the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the 

5 Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until 

6 used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as 

7 provided in Article VII.B. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator 

S and Non-Operators for any purpose other ihan to account for Non-Operator funds as herein specifically provided. Nothing in 

9 this paragrapii shall require the maintenance hy Operator of separate accounts for the funds of Non-Operators unless the 

10 parties otherwise specifically agree 

11 5 Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator 

12 or its duly authorized representative, at the Non-Operator's sole risk and cost, full and free access at all reasonable times to 

13 ail operations of every kind and character being conducted for the joint account on the Contract Area and to the records of 

14 operations conducted thereon or production therefrom, including Operator's books and records relating thereto. Such access 

15 rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate 

16 Operator to furnish any geologic or geophysical dala of an interpretive nature unless the cost of preparation of such 

17 interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copies of any 

18 and all reports and information obtained by Operator in connection with production and related items, including, without 

19 limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding 

20 purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the 

21 information Any audit of Operator's records relating lo amounts expended and the appropriateness of such expenditures 

22 shall be conducted in accordance with the audit protocol specified in Exhibit "C." 

23 6. Filing and Furnishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to 

24 eaeh requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications 

25 required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder. 

26 Each Non-Operator shall provide to Operator on a timely basts all information necessary to Operator to make such filings. 

27 7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not 

28 limited to the Initial Well: 

29 (a) Operator will promptly advise Non-Operators of the date on which the well is spudded, or the date on which 

30 drilling operalions are commenced. 

3 I (b) Operator will send to Non-Operalors sueh reports, test results and nonces regarding the progress of operations on ihe well 

32 as the Non-Operators shall reasonably request, including, but not limited to, daily drilling reports, completion reports, and well logs 

33 (e) Operator shall adequately lest all Zones encountered which may reasonably be expected to be capable of producing 

34 Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted 

35 hereunder. 

36 8. Cost Estimates: Upon request of any Consenting Party. Operator shall furnish estimates of current and cumulative costs 

37 incurred for the joint account al reasonable intervals during the conduct of anv operation pursuant to this agreement. 

38 Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith 

39 9. Insurance At all times while operations ate conducted hereunder. Operator shall comply with the workers 

40 compensation law of the suite where the operalions are being conducted: provided, however, that Operator may be a sell-

4 1 insurer for liability under said compensation laws in which event the only charge that shall bc made to the joint account shall 

42 be as provided in Exhibit "C." Operator shall also carry oi provide insurance for die benclil of the joint account of the parties 

43 as outlined m Exhibit "D" attached hereto and made a part hereof. Operator shall require all contractors engaged in work on 

44 or for the Contract Area lo comply with die workers compensation law of the stale wheie the operations are being conducted 

45 and to maintain such.other insurance as Operator may require. 

46 In the event automobile liability insurance is specified in said Exhibit "D," or subsequently receives the approval of the 

47 panies, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive 

48 equipment 
49 ARTICLE VI. 

50 DRILLING AND DEVELOPMENT 

51 A.--lnitiul-Wcll» 
52 On or bclore-t-he^r: <tw-st: : —rQr?^tor-^wtl-ee)Hweft^-t<€^iM4hng of digjtiitiul 

53 Well at the following location: 

54 

55 

56 

58 

60 and shall thereafter continue the drilling of the well with due diligence*'lo 

61 

62 

63 ,.„..-""*" 

64 

65 

66 

67 The dpfhhg'of the Initial Well and the participation therein by all parties is obligatory, subject to Article VIC. I . as to participation 

; t t t<w«nd^t rd&'Vl f^ 

69 B. Subsequent Operations: 

70 I Proposed Operations; If any party hereto should desire to drill any well on the Contract Area other than the Initial Well, or 

if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of 

producing in paving quantities in which such party has not otherwise relinquished its .merest in the proposed objective Zone under 
tins agreement 'the* pa.lv desiring to drill. Rework, S i d e r r ^ D ^ e n , Recomplete or Plug Back such a well shall give written 

notice of the proposed operauon to the parties who have not otherwise relinquished their interest in such objective Zone 
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1 under this agreement and to all other parties in the ease of a proposal for Sidetracking or Deepening, specifying the work to be 

2 performed, the location, proposed depth, objective Zone and the estimated cost of the operation The parties to whom such a 

3 notice is delivered shall have thirty (30) days after receipt of the notice within which lo notify the party proposing to do the work 

4 whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to 

5 Rework, Sidetrack, Recomplete, Plus Back or Deepen miiv be given by telephone and confirmed in writing by anv form of facsimile and 
the response " period shall be limited " ' t o forty-
eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply 
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. 
Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered to all parties 
within the time and in the manner provided in Article VLB.6 

If all parties lo whom such notice is delivered elect to participate in sueh a proposed operation, the parties shall be 

contractually committed to participate therein provided suph operations are commenced within the time period hereafter set 

forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as 

promptly as practicable after the .expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case 

may be), actually commence die proposed operation and thereafter complete it with due diligence at the risk and expense of 

the panics participating therein, provided, however, said commencement date may be extended upon written notice of same 

by Operator to the other panics, for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such 

additional time is reasonably necessary to obtain permits from governmental authorities, surface rights (including rights-of-

way) or appropriate drilling equipment, or to complete litle examination or curative matter required for title approval or 

acceptance. It the actual operation has nol been commenced within the time provided (including anv extension thereof as 

specifically permuted herein or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct 

s»'d operation, written notice proposing same must be resubmitted lo the other parties m accordance herewith as if no prior 

^ proposal had been made. Those parlies that did not participate in die drilling of a well for which a proposal to Deepen or 

Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation, 

2 j reimburse the Drilling Parties in accordance with Article VI B.4. in the event of a Deepening operation and in accordance 

26 

64 

65 

66 

67 

68 

69 

70 

7 1 

72 

with Article VI B 5. in the event of a Sidetracking operation 

2. Operations bv Less Than AJj Parlies 
1 1 fa) ueternnnalion of^aTficiTKitTon. II any part)' lo whom such nolice is delivered as provided in Article VLB.l or 

28 VI C.I (Option No. 2) elects not to participate m the proposed operation, then, in order to be entitled to the benefits of this 

29 Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no 

30 later than ninety (90) days after die expiration of the notice period of thirty (30) days (or as promptly as practicable after the 

31 expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case may be) actually commence the 

32 proposed operation and complete il with due diligence Operator shall perform all work for tbe account of the Consenting 

33 Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party, 

34 the Consenting Parlies shall either: (i) request Operator to perform the work required by such proposed operation for the 

35 account of the Consenting Parties, or fu) designate one of the Consenting Parties as Operator to perform such work. The 

36 rights and duties granted to and imposed upon the Operator under this agreement are grained lo and imposed upon the party 

37 designated as Operator for an operauon in which the original Operator is a Non-Consenting Party. Consenting Parties, when 

38 conducting operalions on die Contract Area pursuant to this Article VI.B.2., shall comply with all terms and conditions of this 

39 agreement 

40 If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the 

41 applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its 

42 recommendation as to whether the Consenting Parties should proceed with ihe operation as proposed. Each Consenting Party, 

43 within forty-eight (48) hours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the 

44 proposing party of its desire to (i) limn participation to such parly's interest as shown on Exhibit "A" or (ii) carry only its 

45 proportionate part (determined by dividing such parly's interest in the Contract Area by ihe interests of all Consenting Parties in 

46 the Contract Area) of Non-Consenting Parties' interests, or (iii) carry ils proportionate pan (determined as provided in (ii)) ol' 

47 Non-Consenting Parties' interests together with all or a portion of its proportionate part of any Non-Consenting Parties' 

48 interests that any Consenting Party did nol eleel to take. An)' interest of Non-Consenting Parties that is not carried by a 

49 Consenting Party shall be deemed lo be earned by ihe party proposing ihe operation if such party does not withdraw ils 

50 proposal. Failure lo advise the proposing party within ihe lime required shall be deemed an election under (i). In the event a 

5 1 drilling rm is on location, notice mav be uiven bv telephone and confirmed in writing bv anv form of facsimile, and the tune permitted 
for ~ such ' a ' response shall " not exceed a 

52 

53 

54 

55 

56 

57 

58 

total of forty-eight (48) hours (exclusive of Saiuiday. Sunday and legal holidays). The proposing party, al its election, may 

withdraw such proposal if there is less than 100% participation and shall notify all parties of such decision within ten (10) 

days, oi within iwenty-lbui (24) hours if a dulling ng is on location, following expiration of the applicable response period. 

If 100% subscription to the proposed operauon is obtained, the proposing pany shall promptly notify the Consenting Parties 

of their proportionate interests in the operation and the parly serving as Operator shall commence such operation within the 

period provided in Article VLB I . . subject to the' same extension right as provided therein. 
(b) Relinquishment ol Interest lor Non-Participation The entire cost and risk ol conducting such operations shall be 

59 borne by the Consenting Parties in the proportions they have elected lo bear same under the terms of the preceding 

60 paragraph Consenting Parties shall keep ihe leasehold estates involved in such operations free and clear of all liens and 

61 encumbrances of every kind created by or arising from the operations of the Consenting Parties If such an operation results 

62 in a dry hole, then subject to Articles VLB 6 and VI.E.3., the Consenting Parties shall plug and abandon the well and restore 

63 the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Parties thai 

participated in the drilling, Deepening or Sidetracking of the well shall reman, liable for, and shall pay, then proportionate 

shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not 

increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened, 

Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing 0,1 and/or Gas in 

paying quantities, the Consenting Parlies shall Complete and equip the well to produce at their sole cost and risk, and the 

well shall then be turned over to Operator (if the Operator did nol conduct the operation) and shall be operated by it at the 

expense and for the account of the Consenting Part.es. Upon commencement of operations for the dr.ll.ngr-Reweftemg; 

S i n k i n g , Recomputing, Opening or l^ggmg-B** of any such well by Consenting Parties in accordance with the 

provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, and the 

73 Consenting Parties shall own and be entitled lo receive, in proportion to their respective interests, all of such Non-

74 Consenting Pane's interest in the well and share of production therefrom or, in the case o. a Reworking, Sidetracking, 

- 6 -
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1 initial proposal shall prevail. Operator shall deliver nolice of such result to all parties entitled to participate in the operation 

2 wilhin five (5) days after expiration of the election period (or within twenty-four (24) hours, exclusive of Saturday, Sunday 

3 and legal holidays, if a drilling rig is on location) Each party shall then have two (2) days (or twenty-four (24) hours if a rig 

4 is on location) from receipt of sueh notice to elect by delivery of notice to Operator to participate in such operation or to 

5 relinquish interest in the affected well pursuant lo the provisions of Article VI.B.2., failure by a party to deliver notice within 

6 such period shall be deemed an election no] to participate in the prevailing proposal. 

7 7. Conformity to Spacing Pattern Notwithstanding the provisions of ihis Article VI.B.2., it is agreed that no wells shall be 

S proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract 

9 Area is producing, unless sueh well conforms lo the then-existing well spacing pattern for such Zone 

10 8. Paving Wells No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or 

I I Sidetracking operation under this agreement with respect lo any well then capable of producing in paying quantities except 

12 with the consent of all parties thai have nol relinquished interests in the well al the lime of such operauon. 

13 C. Completion of Wells; Reworking and Plugging Buck: 

14 I . Completion Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well 

15 drilled, Deepened or Sidetracked pursuant lo the provisions of Article VI.B.2. of this agreement. Consent to the drilling, 

16 Deepening or Sidetracking shall include: 

1 ' B—Opt ion Mo;—k—A4I- mwassaB—e-xpe-nditures—4'er—tb*—dr-dfrng-—Decpening-or—Sidetracking;—testing;—Completing—and 

1 8 equipping-of the wffillrin«ludwg-ntfcesswry-Mmknge and/or surface facilities. 

•9 B Option No. 2 All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When 

20 such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the results 
2 1 thereof furnished to the parties, Operator shall give immediate notice to the Non-Operators having the right to 

22 participate in a Completion attempt whether or not Operator recommends attempting to Complete the well, 

23 together with Operator's AFE for Completion costs if not previously provided The parties receiving sueh notice 

24 shall have forty-eight (4,8) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of 

25 notice lo Operator lo participate in a recommended Completion attempt or to make a Completion proposal with an 

26 accompanying AFE. Operator shall deliver any such Completion proposal, or any Completion proposal conflicting 
2 7 w ' t h Operator's proposal, to the other parlies entitled to panicipate in such Completion in accordance with the 

28 procedures specified in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all 

29 necessary expenditures for Ihe Completing and equipping of such well, including necessary tankage and/or surface 

30 facilities but excluding any stimulation operation not contained on the Completion AFE. Failure of any party 

31 receiving such notice to reply within the period above fixed shall constitute an election by that party not to 

32 participate in the cost of the Completion attempt; provided, that .Article VI B.6. shall control in the case of 

33 conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a Completion, the 

34 provision of Article VLB.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging 

35 Back" as contained in Article VI.B.2. shall be deemed to include "Completing") shall apply to Ihe operations. 

36 thereafter conducted bv less than all parties; provided, however, that Article VI.B.2. shall applv separately to each 

37 separate Completion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting 

38 Parly as lo one Completion or Recompletion attempt shall nol prevent a party from becoming a Consenting Party 

39 in subsequent Completion or Recompletion attempts regardless whether the Consenting Parties as 10 earlier 

40 Completions oi Recompletion have recouped their costs pursuant lo Article VI.B.2., provided hirther, thai any 

4 1 recoupment of costs bv a Consenting Parly shall be made solely from the production attributable to the Zone in 

42 which the Completion attempt is made. Election by a previous Non-Consenting party lo participate in a subsequent 

43 Completion oi Recoinpleiion attempt shall require such parly to pay its proportionate share of the cost of salvable 

44 materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt, 

45 insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a 

46 Completion attempt. 

47 2 Rework. Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked, 

48 Recompleted, or Plugged Back pursuant to the provisions of Article VI.B.2. of this agreement. Consent lo the Reworking, 

49 Recompleting or Plugging Back of a well shall include all necessary expenditures in conducting such operations and 

50 Completing and equipping of said well, including necessary tankage and/or surface facilities. 

51 D. Other Operations: 

52 Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of 

53 Sixty Thousand Dollars (S 60,000.00 ) except in connection with the 

54 drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that has been previously 

55 authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden 

56 emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion 

57 are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the 

58 emergency to the other parties. If Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so 

59 requesting an information copy thereof for any single project costing in excess of Twenty-Five Thousand _ Dollars 

fS 25.000.00 )• Any parly who has not relinquished its interest in a well shall have the right to propose that 

61 Operator perform repair work OF'undertake the installation of artificial lift equipment or ancillary production facilities such as 

62 salt watei disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (bul 

63 not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall 

64 be governed by separate agreemeni between the parties) reasonably estimated 10 require an expenditure in excess of the 

65 amount first set forth above in dns Article VLD. (except in connection wilh an operauon required to be proposed under 

66 Articles Vl.B. I . or VI .C . I . Option No. 2, which shall be governed exclusively be those Articles). Operator shall deliver such 

67 proposal lo all parties entitled to participate there,,,. If within thirty (30) days thereof Operator secures the written consent 

68 ofany party or parties owning at least 75 % of the interests of the parties entitled to participate in such operauon, 

69 each parlv having the right io participate in such project shall be bound by the terms of such proposal and shall be obligated 

70 io pay its proportionate share of ihe cos.s of the proposed project as if it had consented lo such project pursuant to the terms 

71 of the proposal. 

72 E. Abandonment of Wells: 
73 1 Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant lo Article VI.B.2., any well which has 

74 been drilled or Deepened under the terms of tins agreement and is proposed to be completed as a dry hole shall no, be 
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1 plugged and abandoned without die consent of all panies. Should Operator, alter diligent effort., be unable to contact any 

2 party, or should any party fail to reply within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after 

3 delivery of notice of the proposal to plug and abandon such well, sueh party shall be deemed to have consented to the 

4 proposed abandonment. All such wells shall be plugged and abandoned in accordance with applicable regulations and at the 

5 cost, risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any party who objects to 

6 plugging and abandoning such well by nolice delivered to Operator within forty-eight (48) hours (exclusive of Saturday, 

7 Sunday and legal holidays) after delivery of notice of the proposed plugging shall take over the well as of the end of such 

8 forty-eight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of 

9 Article VLB., failure of such party to provide proof reasonably satisfactory' to Operator of its financial capability to conduct 

10 such operations or to take over the well within such period or thereafter to conduct operations on such well or plug and 

1 1 abandon such well shall entitle Operator to retain or ,take possession of the well and plug and abandon the well. The party 

12 taking over the well shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parlies against 

13 liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and 

14 restoring the surface, for which the abandoning parties shall remain proportionately liable 

15 2. Abandonment of Wells That Have Produced: Except for any well m which a Non-Consent operation has been 

16 conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has 

17 been completed as a producer shall not be plugged and abandoned without tbe consent of all parties. If all parties consent to 

18 such abandonment, the well shall be plugged and abandoned in accordance with applicable tegulations and at the cost, risk 

19 and expense ol all the parties hereto, failure of a party lo repp wilhin si-x-i-y-(-&0) thirls (30) days of delivery of notice of proposed 

20 abandonment shall be deemed an election lo consent lo the proposal If. within siM-y-feO) Uiirty (30) days after delivery of notice of die 

21 proposed abandonment of anv yell , all parties do not agree to the abandonment of such well, those wishing to continue ns 

22 operation limn the Zone then open to production shall he obligated lo take over the well as of the expiration of the 

23 applicable nonce period and shah indemnify Operatoi (if Operator is an abandoning parts) and die olher abandoning parlies 

24 against liability for any further operalions on ihe well conducted by such parlies. Failure of such party or parties lo provide. 

25 proof reasonably satisfactory lo Operator of their financial capability to conduct such operations or to take over die well 

26 within the required period or thereafter lo conduct operations on sueh well shall entiile operator to retain or take possession 
27 of such well and plug and abandon the well 

2 8 Parties taking over a well as provided herein shall tender io each ofthe other parties its proportionate share ofthe value of 

29 Ihe well's salvable material and equipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost 

30 ol salvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, thai m the event 

31 the estimated plugging and abandoning and surface restoration costs and die estimated cost of salvaging are higher than ihe 

32 value of the well's salvable material and equipment, each of the abandoning parties shall lender to the parties continuing 

33 operations their proportionate shares of the estimate-ei excess cost. Each abandoning parts' shall assign lo the non-abandoning 

34 parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all 

35 of its interest in ihe wellbore of the well and related equipment, together with its interest in the Leasehold insofar and only 

36 insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. If the 

37 interest of the abandoning party is or includes and Oil and Gas Interest, such parts' shall execute and deliver to the non-

38 abandoning party or parties an oil and gas lease, limited to the wellbore and ihe Zone then open to production, for a term of 

39 one (1) year and so long thereafter as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form 

40 attached as Exhibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located. 

41 The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon the relationship of their 

42 respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract 

43 Area of all assignees. There shall be no readjustment of interests in the remaining portions of the Contract Area. 

44 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production 

45 from the well in the Zone then open olher than the royalties retained in any lease made under the terms of this Article, Upon 

46 request, Operator shall continue lo operate the assigned well for the account of the non-abandoning parties at the rales and 

47 charges contemplated by this agreemeni, plus any additional cost and charges which may arise as the result of the separate 

48 ownership of the assigned well Upon proposed abandonment of the producing Zone assigned or leased, the assignor or lessor 

49 shall then have ihe option to repurchase its prior interest in the well (using the same valuation formula) and panicipate in 

50 further operations therein subject to the provisions hereof 

51 3. Abandonment of Non-Consent Operations: The provisions of Article VI .E . l . or VI.E.2. above shall be applicable as 

52 between Consenting Parlies in the event of the proposed abandonment of any well excepted from said Articles; provided, 

53 however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further 

54 operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the svell 

55 in accordance with the provisions of this Article VI.E.; and provided further, that Non-Consenting Panies who own an interest 

56 in a portion of ihe well shall pay their proportionate shares of abandonment and surface restoration cost lor such well as 

57 provided in Article VI.B.2.(b). 

58 F. Termination of Operations: 

59 Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing, 

60 Completion or plugging of a well, including but not limited io the Initial Well, such operation shall not be terminated without 

61 consent of parties bearing 100 % of the costs of such operation; provided, however, that in the event granite or other 

62 practically impenetrable substance or condition m the hole is encountered which renders further operations impractical, 

63 Operator may discontinue operations and give notice of such condition in the manner provided in Article V l . B . l , and the 

64 provisions of Article VLB or VI E. shall thereafter apply to such operation, as appropriate. 

65 G. Taking Production in Kind: 

66 IS Potion No. 1: Gas Balancing Agreement Attached 

67 Each party shall have the right to take in kind or separately dispose of its proportionate share of all 0,1 and Gas produced from 
the . 

6 8 contract Area exclusive of production which may be used in development and producing operations and ,n preparing and 
6 9

 t r c a t i n f f 0,1 and Gas for marketing purposes and production unavoidably lost. Any extra expenditure incurred ,n the taking 
7 0 ,„ k ,nd or separate disposition by any party of its proportionate share of the production shall be borne by such party. Any 
7 1 party taking its share of production in kind shall be required to pay for only its proportionate share ol sueh part ol 

7 2 Operator's surface facilities which it uses. t o „ c . In 

" B a c h p a n y shall execute such division orders and contracts as may be necessary for the sale ot .ts .merest ... 
7 4 producon from the Contract Area, and. except as provided in Article V.I.B., shall be entitled to receive paymen 
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directly from the purchaser thereof for its share of all production. 

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate 

share of the Oil and Gas produced from the Contract Area, Operator shall have the right, subject to the revocation 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, lor the account ot' the non-taking party Any such purchase or sale by Operator may be terminated by 

Operator upon al least ten (10) clays written nolice to the owner of said production and shall be subject always to 

the right of the owner of the production upon at leasi len (10) days written notice lo Operator to exercise at any 

tune us right to take in kind, or separately dispose ol'. its share of all Oil and Gas not previously delivered lo a purchaser. 

Any purchase or sale by Operator ol' any olher party's share of Oil and Gas shall be only fot such reasonable periods of lime 

as are consislem wilh the minimum needs of the industry under the particular circumstances, bin in no event for a 

period in excess of one 1,1) vear 

.Any such sale by Operator shall be in a manner commercially reasonable under the circumstances bul Operator 

shall have no duly to share any existing market or lo obtain a price equal to that received under any existing 

market. The sale or deliver)' by Operator of a non-taking party's share of Oil and Gas under ihe terms of any existing 

contract of Operator shall not give ihe non-taking parly any interest in or make the non-taking party a party lo said 

contract. No purchase shall be made by Operator without first giving the non-taking party at least ten (10) days 

written notice of sueh intended purchase and the price to be paid or the pricing basis to be used 

All parties shall give timely written notice lo Operator of their Oas marketing arrangements for the following 

month, excluding price, and shall notify Operator immediately in the event of a change in such arrangements. 

Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which 

records shall be made available to Non-Operators upon reasonable request. 

In the event one or more parties' separate disposition of its share of the Gas causes split-stream deliveries to separate 

pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion

ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with 

any Gas balancing agreement between the parties hereto, whether such an agreement is attached as Exhibit "E" or is a 

separate agreemeni. Operator shall give notice to all parties of the first sales of Gas from any well under this agreement. 

Each party electing to take in kind or separately dispose of its proportionate share of the production from the Contract 
Area shall keen accurate records of the volume, selling price, royalty and taxes relative to its share of production. Non-
Operators shall, upon request, furnish Operator with true and complete copies of the records required to be kept hereunder 
whenever, under the terms of tins agreement or any agreement executed in connection herewith, it is necessary for 
Operator to obtain said information. Anv inlormation'1'uriiished to Operator hereunder shall be used by Operator onlv to 
the extent necessary to carry out its duties' as Operator and shall otherwise be kept confidential. 

B—Q^i(Hv4Nor4^r>-Giis-Rftfi>ne4ni^Agr-etHneirt-i-
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principals. In their relations with each other tinder tins agreement, the parties shall not be considered fiduciaries or to have 

established a confidential relationship bul rather shall be free to act on an arm's-length basis in accordance with their own 

respective self-interest, subject, however, 10 the obligation of the parties lo act in good faith in their dealings with each oilier 

with respect to activities hereunder 

Continued on Page 12 
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0 

1 B. Liens and Security Interests: 

2 Each party grants to the oilier parties hereto a lien upon any interest it now owns or hereafter acquires in Oil and Gas 

3 Leases and Oil and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any 
4 interest it now owns or hereafter acquires in the personal property and fixtures on or used or obtained for use in connection 

5 therewith, to secure performance of all ol' its obligations under this agreement including but nol limited to payment of expense, 

interest and fees, the proper disbuisement of all monies paid hereunder, the assignment or relinquishment of interest m Oil 

7 and Gas Leases as required hereunder, and die propel performance of operations heicundei Such lien and security interest 

S grained by each pany hereto shall include such party's leasehold interests, working interests, updating rights, and royalty and 

9 overriding royalty uueiesis in ihe Conuaei Area now owned or hereafter acquired and in lands pooled or unitized therewith or 

10 otherwise becoming subject to this- agreement, the Oil and Gas when exiiaeted therefrom and equipment situated thereon or 

11 used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts 

12 (including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas al the wellhead), 

13 contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the 

14 foregoing, 

15 To perfect the hen and security agreement provided herein, each part) hereto shall execute and acknowledge the recording 

16 supplement and/or any financing statement prepared and submitted by any parts' hereto in conjunction herewith or at any time 

17 following execution hereof, and Operator is authorized to file this agreement or the recording supplement executed herewith as 

IS a hen or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform 

19 Commercial Code in the slate in which the Contract Area is situated and such other states as Operator shall deem appropriate 

20 to perfect the security interest granted hereunder Any party may file this agreement, the recording supplement executed 

21 herewith, or such other documents as it deems necessary as a hen or mortgage in the applicable real estate records and/or a 

22 financing statement with the proper officer under the Uniform Commercial Code 

23 Each party represents and warrants lo the other parties hereto that the lien and security interest granted by such party lo 

24 the other parlies shall be a first and prior lien, and each parly hereby agrees to maintain the priority of said lien and security 

25 interest against all persons acquiring an interest in Oil and Oas Leases and Interests covered by this agreement by, through or 

26 under sueh party All parties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement, 

27 whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subject 

28 lo ihe hen and security interest granted by this Article VII.B. as to all obligations attributable to such interest hereunder 

29 whether or not such obligations arise before or after such interest is acquired, 

JO TO the extent that parties have a security interest under the Uniform Commercial Code of the state m which the 

31 Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. 

32 The bringing of a suit and the obtaining of judgment by a party for the secured indebtedness shall not be deemed an 

33 election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof. In 

34 addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use 

35 of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect 

36 from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed by 

37 sueh parly, plus interest as provided in ''Exhibit C," has been received, and shall have the right to offset the amount 

38 owed against the proceeds from the sale of such defaulting parly's share of Oil and Gas. All purchasers of production 

39 may rely on a notification of default from the non-defaulting party or panies stating the amount due as a result of the 

40 default, and all parties waive any recourse available against purchasers for releasing production proceeds as provided in 

4 I this paragraph 

42 If any party fails to pay its share of cost wilhin one hundred twenty (120) days after rendition of a statement therefore by 

43 Operator, the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the 

44 proportion that the interest of eaeh such party bears to the interest of all sueh parties. The amount paid by each parly so 

45 paying its share of ihe unpaid amount shall he secured by ihe liens and security rights described in Ajticle VII.B., and each 

46 paying party may independently pursue any remedy available hereunder or otherwise. 

47 If any party does nol perforin all of its obligations hereunder, and the failure to perform subjects such party to foreclosure 

48 or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governing law, the defaulting 

49 party waives any available righl of redemption from and after ihe date of judgment, any required valuation or appraisement 

50 of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaling of assets 

51 and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party 

52 hereby grants to the other parties a power of sale as lo any property that is subject to the lien and security rights granted 

53 hereunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable 

54 manner and upon reasonable notice. 

55 Each party agrees that the other parties shall be entitled to utilize the provisions of Oil and Gas lien law or other lien 

56 law of any state in which the Contract Area is situated to enforce the obligations of each parly hereunder. Without limiting 

57 the generality of the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or 

58 utilize the mechanics' or materialmen's hen law of the state in which the Contract Area is situated in order to secure the 

59 payment to Operator of any sum due hereunder for services performed or materials supplied by Operator. 

60 C. Advances: 

61 Operalor, at us election, shall have the righl from lime to time to demand and receive from one or more of the other 

62 parties payment in advance of their respective shares of the estimated amount of the expense to be incurred in operalions 

63 hereunder during the next succeeding month, which righl may be exercised only by submission lo each such party of an 

64 itemized statement of such estimated expense, together wilh an invoice for ,1s share thereof. Each such statement and invoice 

65 10, the payment in advance of estimated expense shall be submitted on or before the 20"' dav of the next preceding month. 

66 Each pany shall pay to Operator its proportionate share of such estimate wilhin fifteen (15) days after such estimate and 

6 7 i n v 0 i C e ,s' received If anv partv fails to pav ils share of said esiimale wilhin said tune, the amount due shall bear interest as 

68 provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and actual expense to .he end 

69 thai each parly shall bear and pay us proportionate share ol'aeiual expenses inclined, and no more. 

70 I). Defaults and Remedies: 

7 , , f anv pany lads to discharge anv financial ohliga.ioi, under this agreemeni, mcluding without limitation the lailure to 

7 , make anv advance under .he preceding Article V.I.C. or any other provision of this agreemeni, wilhin the period required lor 

7 ; such pavmen, hereunder, .hen in addition lo .he remedies provided in Article VI. .B. or elsewhere in this agreement, l e 

74 remedies' specified below shall be applicable, for purposes of tins Article V.I.D.. al. nonces and elections shah be dehveied 
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1 only by Operator, except lhal Operator shall deliver any such nonce and election requested by a non-defaulting Non-Operator, 

2 and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator. 

3 Election of any one or more of the following remedies shall not preclude the subsequent use of any other remedy specified 

4 below or otherwise available to a non-defaulting parly. 

5 1. Suspension of Rights: Any party may deliver to the party in default a Nolice of Default, which shall specify the default, 

6 specify the action to be taken to cure the default, and specify that failure lo take such action will result in the exercise of one 

7 or more of the remedies provided in this Article. If the default is not cured within thirty (30) days of the deliver)' of such 

8 Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until ihe 

9 default is cured, without prejudice to the right of Ihe non-defaulting party or parties to continue to enforce the obligations of 

10 the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the part)' in default, the 

1 1 Non-Operators shall have in addition the right, by vole of Non-Operators owning a majority in interest in the Contract Area 

12 after excluding the voting interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting 

13 party that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right 

14 lo receive information as to any operation conducted hereunder during the period of such default, the right lo elect to 

15 participate in an operation proposed under Article VLB. of this agreement, the right to participate in an operation being 

16 conducted under this agreemeni even if the party has previously elected to participate in such operation, and the right to 

1 7 receive proceeds of production from any well subject lo this agreement. 

IS 2, Suit for Damages: Non-defaulting panies or Operator for Ihe benefit of non-defaulting parties may sue (at joint 

19 account expense) lo collect the amounts in default, plus interest accruing on the amounts recovered from the date of default 

20 until the dale of collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from 

21 suing any defaulting party to collect consequential damages accruing to such parly as a result ofthe default 

22 3. Deemed Non-Consent: The non-defaulting party may deliver a written Nonce of Non-Consent Election to the 

23 defaulting party al any tune after ihe expiration of the thirty-day cure period following delivery of the Notice of Default, in 

24 which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a 

25 well which is to be or has been plugged as a dry hole, or foi the Completion or Recompletion of any well, the defaulting 

26 party will be conclusively deemed lo have elected nol to participate in the operation and lo be a Non-Consenting Party with 

27 respect thereto under Article VLB. or VI.C, as the case may be, lo tbe extent of the cosls unpaid by such party, 

28 notwithstanding any election to participate theretofore made. If election is made to proceed under this provision, then the 

29 non-defaulting parties may not elect io sue for the unpaid amount pursuant to Article VII.D.2 

30 Until the delivery of such Notice of Non-Consent Election to the defaulting party, sucb part)' shall have the right lo cure 

31 its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit "C," provided, however, such 

32 payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the non-

33 defaulting parties as a result of the default. Any interest relinquished pursuant to this Article VIED.3. shall be offered to the 

34 non-defaulting parties in proportion to their interests, and the non-defaulting parties electing lo participate in the ownership 

35 of such interest shall be required lo contribute their shares ofthe defaulted amount upon their election to participate therein. 

36 4. Advance Payment: If a default is nol cured wilhin thirty (30) days of the delivery of a Notice of Default, Operator, or 

37 Non-Operators if Operator is the defaulting party, may thereafter require advance payment from the defaulting 

38 party of such defaulting parly's anticipated share of any item of expense for which Operator, or Non-Operalors, as the case may 

39 be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was ihe subject of 

40 Ihe previous default. Such right includes, but is not limited to, the right to require advance payment for the estimated costs of 

41 drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the 

42 defaulting party fails lo pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided 

43 in the Article VII.D. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining 

44 when the operation is completed and all costs have been paid shall be promptly returned to the advancing party. 

45 5. Costs mid Attorneys' Fees: In the event any party is required lo bring legal proceedings to enforce any financial 

46 obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs ol 

47 collection, and a reasonable attorney's fee, which the lien provided for herein shall also secure. 

48 E. Rentals, Shut-in Well Payments and Minimum Royalties: 

49 Rentals, shut-in well payments and minimum royallies which may be required under die terms of any lease shall be paid 

50 by the party or parties who subjected such lease io this agreement al its or their expense. In ihe event two or more parties 

51 own and have contributed interests in the same lease lo this agreement, such parlies may designate one ot such parties to 

52 make said payments for and on behalf of all such parties. Any party may request, and shall be entitled to receive, proper 

53 evidence of all such payments hi the event of failure lo make proper payment of anv rental, shut-in well paymeni or 

54 minimum royalty through mistake or oversight wheic sueh paymeni is required 10 continue the lease in force, any loss which 

55 results liom such non-payment shall.be borne m accordance with ihe provisions of Article IV.B.2 

Operator shall notify Non-Operators of die anticipated completion of a shut-in well, or the shutting in or return to 

production of a producing well, al leasi five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such 

58 action, or at the earliest opportunity permitted by circumstances, hut assumes no liability for failure to do so. In the event of 

59 failure bv Operaior to so notify Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure to make 

60 timely paymenls of anv shut-in well payment shall be borne jointly bv the parties hereto under the provisions of Article 

61 1V.B.3. 

62 F. Taxes: 

Beginning with the fust calendar year alter the effective dale hereof, Operator shall render for ad valorem taxation all 

property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed 

65 thereon before they become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as 

66 to burdens (to include, but not be limited to, royalties, overriding royalties and production payments) on Leases and O.I and 

67 Oas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason ot «s being 

68 subject to outstanding excess royalties, overriding royalties or production payments, the reduction tn ad valorem taxes 
69 resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust , e charge to 

70 such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based in w o e or m Part 

7, upon separate valuations of each party's working interest, then notwithstanding anything to the contrary ere m, U ar £ to 

7b t, e join account shall be made and paid by the parties hereto in accordance with the tax value generated by c oh parts s 

I , ™ Operator shall b,„ the other parties for their proportionate shares of a„ tax payments ,n the manner 

74 provided in Exhibit "C " 
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1 If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the lime and manner 

2 prescribed by law, and prosecute the protest to a final delerminalion, unless all parties agree to abandon the protest prior to final 

3 determination. During the pendenev of administrative or judicial proceedings, Operaior may elect to pay, under protest, all such laxes 

4 and any interest and penalty. When any sucb protested assessment shall have been finally determined, Operator shall pay the tax for 

5 the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be 

6 paid by them, as provided in Exhibit "C." 

7 Each part)' shall pay oi cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect 

8 to the production or handling of such parly's share of Oil and Gas produced under the terms ofthis agreement. 

9 ARTICLE V 111. 

io ,\cQi.iisrnoN. MAINTENANCE OU TRANSFER OF INTEREST 

1 1 .A. Surrender ul' Leases: 

12 The Leases covered by this agreemeni, insolai as the;.' embrace aeicage in ihe Contract Aiea. shall not be surrendered in whole 

13 or in part unless all panics consent thereto 

14 However, should any pany desire to surrender its interest in any Lease or in any portion thereof, such party shall give written 

15 notice o f the proposed surrender io all panies. and lite parlies io whom sueh nolice is delivered shall have ihinv (30) days after 

16 delivery of the notice within which to notify the pany proposing live surrendci whether they elect vo consent thereto, failure of a 

17 party to whom such notice is delivered to reply wiihm said 30-day period shall constitute a consent lo the surrender of the Leases 

IS described in the nonce. If all panies do not agree or consent thereto, the part)' desiring to surrender shall assign, without express or 

19 implied warranty of title, all of us inieresi in such Lease, or portion thereof, and any well, material and equipment which may be 

20 located thereon and any rights in pioduclion iheieafter secured, io the parties not consenting to such surrender, ll" ihe inieicst of die 

21 assigning pari)' is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the part) or parties not 

22 consenting to such surrender an oil and gas lease covering such Oil and Gas Interest for a term of one ( I ) vear and so lorn; 

23 thereafter as Oil and/or Gas is produced Irom ihe land covered thereby, such lease to bc on the form attached hereto as Exhibit "13.''' 

24 Upon such assignment or lease, the assigning part)' shall be relieved from all obligations thereafter accruing, bul not (heretofore 

25 accrued, with respect lo the inieresi assigned or leased and the operation of any well attributable thereto, and the assigning party 

26 shall have no turthcr inieresi in die assigned or leased premises and its equipment and production other than the royalties retained 

27 in any lease made under die terms of this Article. The party assignee or lessee shall pav to the party assignor or lessor die 

28 reasonable salvage value of the la.iei's interest in any well's salvable materials and equipment attributable to the assigned or leased 

29 acreage. The value of all salvable materials and equipment shall bc determined in accordance with the provisions of Exhibit " C " less 

30 the estimated cost of salvaging and ihe estimated cost of plugging and abandoning and restoring the surface If such value is less 

31 than sueh costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit. If the 

32 assignment or lease is in favor of more than one party, the interest shall be shared by such parlies in the proportions that the 

33 interest of each bears lo the lotal interest of all such parties. If the interest of the parties to whom the assignment is lo be made 

34 varies according to depth, then the inieresi assigned shall similarly relied such variances. 

3 5 Any assignment, lease or surrendci made under ihis provision shall not reduce or change the assignor's, lessor's or surrendering 

36 party's interest as it was immediately before the assignment, lease or suirendei in the balance of the Contract Area: and ihe acreage 

37 assigned, leased or sui i endercd, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of th is 

38 agreement bui shall be deemed subjeci lo an Opeialing Agreemeni in die i'oiii) of ihis agreement. 

39 l i . Renewal or Extension of Leases: 

-10 If anv pare secuies a rene'.'.al . : i replaeeineiii ..:' an Oil and Gas Lease ..a Inieiest subject io ihis agreement, then all oihei panics 

-11 shall be notihed pioinpllv upon -,uch aequiMU...|i oi. in ihe ease oi a rcpLicciiicul Lease taken heu.a'c cxpiralion oi au existing Lease. 

-12 promptly upon expiration of Ihe exniing Lease The parties notified shall base the right for a period of thirty (30) days following 

•13 deliver)' of such noiiee in which to elec: to participate in the ownciship of the i'ciicv.al or icplaccincnl Lease, insoiar as such Lease 

-14 affects lands within die Contract Area. b;, paving io ihe partv who acquued it their proportionate shares o f t h e acquisition eosi 

45 allocated to dial pari of such Lease v.uhiii ihe Coimacl Area, which shall be in proportion lo ihe imerest held ai that tunc bv the 

46 parties in die Contract Are;: Each purlv who participates in ihe purchase uf a renewal or replacement Lease shall be given an 

47 assignment of its proportionate inieresi therein by the acquiring parly. 

43 | f some, but less ilian ail. of ihe parties elect io participate in Ihe purchase of a renewal or replacement Lease, it shall bc owned 

49 by the parlies who elect lo participate therein, in a rauo based upon the relationship of their lespeeove percentage ol participation in 

50 the Contract Area to ihe aggregate ot' .he percentages of participation in rhe Contract Area of all parties participating in ihe 

51 purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all ol the parties hereto 

52 shall not cause a readjustment of Ihe interests of the parlies staled in Exhibit "A," but anv renewal ov replacement Lease in which 

53 less than all parties elect to participate shall nol he subjeci lo this agreement but shall be deemed subject to a separate Operating 

54 Agreement in the form of ihis agreemeni. 

55 If the interests of the parties in the Contract'Area vary according to depth, then their right to participate proportionately in 

56 renewal or replacement Leases and then right lo receive an assignment of interest shall also reflect such depth variances 

The provisions of this Article shall apply lo renewal or replacement Leases whether they are for the entire interest covered by 

the expiring Lease or cove, only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the 

59 expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the 

existing Lease, shall be subject to this provision so long as this agreement is in effect at the lime of such acquisition or at the nine 

the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the 

62 expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to .be provisions ol dus 

63 agreement. 

64 " : i4 , e -p rov- , s ,o ,«u , , - ih , s -^ T h . " ™ v i s i o " S o f , h i s " ' " ^ S h a " 
apply to leases, or portions of leases, located wil i i in the Contract Aiea. 

6^ 
C. .Acreage or Cash Contributions: 

6 6 While'this agreement is in force, if any partv contracts for a contribution of cash towards the drilling ol a well or any other 
6 7 operation on ihe'Contract Area, such contribution shall he paid io the party who conduced ihe drilling or other operauon and shall 
6 8

 b c applied bv it attain* the cos. of such drilling , , other operauon. If die contribution be in .he form of acreage, the partv to whom 
6 9 the ontribution is" made shall promptly .code, an assignment of the acreage, without warranty of iit.e, .0 die Drilling Parties m t c 
7 0 proportions said Dri.lins Parties shared .he cos. of drilling the well. Such acreage shall become a separate Contrac, Area and to the 
71 ' " , , . i , i r „ " 4 ,o line agreement Each partv shall promptly not.ty all other parties ol any 

extent possible, be governed bv provisions idenocal to this .u iumci i l . t , . c i | . . i t The above 
7 2 acreaJ or cash contributions it may obtain in support of any well or any olher operation on t e Cont.au A a 
7 3 provisions shall also be applicable to optional rights , earn acreage outside the Contract Area which are ,„ support o, 

74 inside Contract Aiea. 
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If any pany contracts for any consideration relating to disposition of such party's share of substances produced hereunder, 

such consideration shall not bc deemed a contribution as contemplated in ihis Article VIII.C. 

I). Assign in entr-A'lH-HileitHHee-ol'-WiiitoFin-lnleivst: 

Fei—the—purpose—ed—sriiiim-sviMing—tirii-i'ii-r-niiv-y—wl—t.-wnf-rshi]?—in—ih<i—(=v'nn-net—TVMHI—in—ti>v—Oil—and—Gas—l̂ »a5>*&r—©i!—untl—GHS 

Interests;—we-l Irŝ —eeitrrpi rifnt—in itl—j)is;-eiir̂ -ii.eii—c->-> v o-roc!—f>y—ill i.s—ag-fecu nonn—i iv?—|jaiu-s-—riiittl!—soi-i-,—o-nej-inrrbeî —H r̂nsi'e-i:—oô —t-nokc—vCtlcreF 

eli*f>es4+feii—is>f—ilrs—ittt-ef̂ rit—iii—iho—Otl—-nirel—Gari—i-̂ nrsos—ativl—Oi-I—atiti—Gas—Irneiesis—embraeo-e!—with+n—Ute—Oeotti-ael—^ViC-a—CH^—in—we-lisr 

etcpHpiHtmt-aHd-p»diio4ionHiid 

1. the entire4nter^t-o^Uie-pariyHn-all-Qil-<ind-6as-45eases, Oil and Oas Interests, wells, equipwem-and^rodueuon^-iir 

2. an equal—undivided—percent—of— the—par-i-yts—present—interest—in—all—Oil—and—Gas—l-eiise*—0+1—-and—Gas—Interests;—wetls-, 

equrpmeHt-ttndq)iwUi(rtioii^in-iheM^oiiti:act-Aie'tb 

Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement 

and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Oil and 

Gas Lease or Interest shall be deemed a party to this agreement its to the interest conveyed from and after the effective date of 

the transfer of ownership; provided, however, that the other parties shall not be required lo recognize anv such sale, 

encumbrance, transfer or other disposition for anv purpose hereunder until thirty (30) days after ihev have received a copy of the 

instrument ol transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other 

disposition of interest by a party shall relieve such partv of obligations previously incurred by such parly hereunder with respect 

lo the imerest transferred, including without limitation the obligation of a party to pay all costs attributable to an operation 

conducted hereunder in which such pane has agreed to participate prior to making such assignment, and the lien and security 

interest granted by Article VII.B shall continue to burden the interest transferred to secure payment of any such obligations 

11, al any time the imerest of any pany is divided among and owned by four or more co-owners, Operator, at its discretion, 

may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, 

receive billings for and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to 

bind, the co-owners ol sueh party's interest within the scope of the operations embraced in tins agreement: however, all such co-

owners shall have the right to enter into and execute all contracts oi agreements for the disposition of their respective shares of 

the Oil and Oas produced from the Contract Area and they shall have the right to receive, separately, payment of the sale 

proceeds thereof. 

E. Waiver- of Rights lu I 'ari i i ion; 

11 permitted by the laws of die stale or slates in which the property coveied hereby is located, each panv heieto owning an 

undivided mlcrcst in the Comraci Area waives anv and all rights it may have lo partition and have sei aside to it m severally us 

undivided inieresi therein. 

F. ' I'-rcfer^ntfwI-Right-iti-l^iiH-hKse-i 

B—(Optional-Ghtftk-i-l-a]}plicable-} 

Stietild--uiiv—pan-y—desue-ie-sell-ulC^^^ 

Arcii^il-shall-proiiipll-v—give—vv-ivn ton—• î l-tc-e—• r-'--i I ie—•o;hef--piiiH-ie-rC;—v, ith—fill!—i ivt^-ianirii^ft—ewiiGefu i 11>̂ —ii s---ijiep.;>seel—v! isfjOs-ittoiit—c^hie-h 

sbull-ine-iudcMhc^iaiit^^ 

pweer-a-l^l-deswiptimi-^wffi^ —The— litliei-parnes^liaH-tlren-have-an 

optional—pr-ioF-Hglil—fei—(i—|}er-iy>d—5t—ten—CL<->-)—>ias»s—-aifei—tlie'—n«c-ttet'—i.-.—tlevlive'ttftl—tri—(>H rel-ia.s-eJ—fi;-r—the—ilateiel—eeiisielcnvrrtien—e-i!—ilie 

same—terms—and—conditions—the—interest—whre-li—die— oil lei—party— proposes—to—selL—amfc—it1—tins—eptteiial—right—is—e-xere-isecL—the 

purchasing—parties—shall—share-the— purchased—interest—in-llie— p 03 portions-thai—the—inteie-st—oi—e-aolM^ 

purchasing parties;—Howev^rr-tliere-slKill be no pre4"e^>wif-righMe-purc4iase-iH those cases where any pany wishes-to-mortgnge 

its-interests—dr—le-lraiisfer-t-iile-io-iis-i 11 teiestr;-t(:---iis-in 

eMO-dispose-ol—its-interests-by^iniu-ger^e-erganizat-iwih—e^ 

to anv pany, or--by trurmfer-ol^ts-wterea^ of a parcnt-eompanyr or-to any 

company in which oueh-party-owns-a majeHfy-eHhc-stoefc 

AR TICLE IX. 

INTERNAL REVENUE CODE ELEC TION 

I f for federal income lax purposes, this agreement and ihe operalions hereunder are regarded as a partnership, and if the 

parties have not otherwise agreed to form a lax partnership pursuant to Exhibit "G" or olher agreement between them, each 

party thereby affected elects 10 be excluded from die application of all of the provisions of Subchapter "K," Chapter 1, Subtitle 

"A." of the Internal Revenue Code of 1986. as amended ("Code"), as permitted and authorized by Section 761 of the Code and 

the regulations promulgated thereunder. Operaior is authorized and directed 10 execute on behalf of each party hereby affected 

such evidence of ihis election as may he required by ihe Secretary of the Treasury of ihe United States or the Federal Internal 

Revenue Service, including specmcalK. bin no! by way of limitation all of the returns, statements, and the dala required by 

Treasury Regulation 51.761 Should there he any requirement that each party hereby affected give further evidence of this 

election, each such partv shall execute such doeimieiils and furnish such other evidence as may be required by the Federal Internal 

Revenue Service o. as may he access:,, v lo evidence ilus election. No such partv shall giv e any nonces or take any other action 

inconsistent will, the election made herein. If any present or lumie income tax laws oi the state or stales in which ihe Contract 

Area is locaied 0, anv future income tax laws of ihe United Stales contain prov isions similar to those ,., Subchapter "K," Chapter 

) Subtitle " A " of the Code under which an clcct.on similar to that provided by Section 761 of the Code ,s permitted, each partv 

herebv affected shah make such clecon as may ee permuted or required hy sueh laws. In making .he foregoing election, eaeh 

such 'party states that the income derived bv sueh partv from operalions hercunde, can be adequately determined without .he 

computation of partnership taxable income. 

ARTICLE X. 

CLAIMS AND LAWSULI'S 

Operator nnv settle anv smule uninsured .hud party damage claim or suit arising from operations hereunder i f .he expenditure 

does not Iveeed'Tli ir tv-EiveTluuisand Dollars ( S 2 M M M ) and if the payment is in complete settlement 

1 Cairn or suit , f the a „ W u n , requiied fo, settlement exceeds the above amount, the parties hereto shah assume and take ver 

e u h ! n l in- of the clam, or suit, unless such authority is delegated to Operator. All costs and expenses oi handling sel ling, 
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1 ARTICLE X I . 

2 FORCE MAJEURE 

3 If any party is rendered unable, wholly or in pan, by force majeure lo carry out its obligations under this agreement, other 

4 than the obligation to indemnify or make money paymenls or furnish security, that party shall give to all other parties 

5 prompt written notice of the force majeure with reasonably full particulars concerning it: thereupon, the obligations of the 

6 party giving the notice, so far as they are affected hy the force majeure, shall be suspended during, but no longer than, die 

7 continuance of the force majeure. Tbe term "force majeure," as here employed, shall mean an act of God, strike, lockout, or 

S olher industrial disturbance, act of ihe public enemy, war, blockade, public not, lightening, fire, storm, Hood or other act of 

9 nature, explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and anv other 

10 cause, whether ol the kind spccilicalh enumerated above or otherwise, which is not reasonable within the control of the party 

I I claiming suspension. 

12 The allecied pany shall use all reasonable diligence to remove the force majeure situation as quicklv as practicable. The 

13 requirement that any force majeure shall be remedied v.uh all reasonable dispatch shall not requite the settlement of strikes, 

14 lockouts, or othci labor difficulty in the party involved, contrary to its wishes: how all such difficulties shall be handled shall 

15 be entirely within the diseieiion of ihe party concerned 

lb A RTICLE M l . 

17 NOTICES 

IS All notices authorized oi required between ihe panics by any of the provisions of this agieement, unless otherwise 

19 specifically provided, shall be in wining and delivered in person or by United States mail, courici service, telegram, telex. 

20 telecopier or any other form of facsimile, postage oi charges prepaid, and addressed 10 such parties al the addresses listed on 

21 Exhibit "A." All telephone or oral notices permuted by this agreemeni shall be confirmed immediately thereafter by written 

22 notice. Ihe originating notice given under any provision heieof shall be deemed delivered onlv when received bv die partv to 

23 whom sueh nonce is directed, and the time for such pany 10 deliver any nolice in response thereto shall run irom the dale 

24 the originating nolice is received. •'Receipt" for purposes of this agreement with respect to written nonce delivered hereunder 

2s shall be actual delivery of the notice to the address of the party to he notified specified in accordance with this agreemeni, or 

26 to the telecopy, facsimile or telex machine of such parry. The second or any responsive notice shall be deemed delivered when 

27 deposited in the United States mail or al die office ol' the courier or telegraph service, or upon transmittal bv telex, telecopy 

25 or facsimile, or when peisonalfv delivered to the party to be notified, provided, that when response is required within 24 or 

29 48 hours, such response shall be given orally or by telephone, telex, telecopy or olher facsimile within such period. Each partv 

30 shall have the right to change its address at any lime, and from time to time, by giving written notice thereof to all other 

31 parties. If a parly is not available to receive notice orally or by telephone when a partv attempts to deliver a notice required 

32 to be delivered wilhin 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall 

33 be deemed delivered in the same manner provided above for any responsive notice. 

34 ARTICLE X l l l . 

35 TERM OE AGREEMENT 

36 This agieement shall remain in full force and effect as io the Oil and Gas Leases and/or Oil and Gas Interests subject 

37 hereto for the period of tune selected below; piovided. however, no pany hereto shall cvei be construed as having any right, title 

38 or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term ofthis agreement. 

39 Q—Option—No.—1-—So—long—as—any—oi—l-he—Oil—and—Gas—Lease-s—subioe-l—ie—t! us—agre-eiHe-nf—remain—or—are—continued—in 

4 0 tdree-asno-uivv-part-.:drt-!ie-CoiHn^ 

41 S Opl ion No > In the event the well desciibed in Article VI.A., or any subsequent well drilled under any provision 

42 of this agreemeni. results sn the Completion of a well as a well capable of production of Oil and/or Gas in paying 

43 quaiuiiic:;, this aareeineiii shall coniinuc in have :,o long as any such well is capable of produciioii, and foi an 

44 additional period of' LSil days diet caller: provided, however, if, prior io ihe expiration of sueh 

45 additional period, one or moie of the panies herein are engaged in drilling. Reworking. Deepening, Sidetracking. 

40 I'luaaina Back, leslinu or attempting in Complete or Re-eompletc a well oi welis hereunder, this agreemeni shall 

47 eoniinue in force until such operaiion: have been ceanplelcd and if production lesults ihcrelron!, ihis agreemeni 

48 shall continue in force as provided herein in the event ihe well described in Anicle VI.A.. or any subsequent well 

49 drilled hereundci. results in a div hole, and no other well is capable of producing Oil and/or Gas irom the 

50 Contract Area, this agreement shall terminate unless diilling, Deepening, Sidetracking, Completing, Re

si completing. Plugging Back or Reworking operalions are commenced within cl;i>'s l l 0 i n l'lW 

52 date of abandonment of said well. "Abandonment" for such purposes shall mean either (j) a decision by all panies 

53 n o l to conduct any further operations on the well or (ii) the elapse of ISO days from the conduct of any 

54 operations on the well, whichever first oecuis. 

55 The termination of this agreemeni shall not relieve any party hereto from any expense, liability or other obligation or any 

56 remedy therefor which has accrued or attached prior to (he date of such termination 

57 Upon termination of llus agreement and tbe satisfaction of all obligations hereunder, in the event a memorandum of this 

58 Operating Agreement has been filed of record. Operaior is authorized to file of record in all necessary recording offices a 

59 notice of termination, and each party hereto agrees to execute such a nonce of termination as to Operator's interest, upon 

60 request of Operator, if Operaior has satisfied all ils financial obligations. 

6 | ARTICLE XIV. 

6 , COMPLIANCE W I T H LAWS AND REGULA TIONS 

63 A. Laws, Regulations and Orders: 

6 4 This agreement shall be subject lo the applicable laws of the state in winch die Contract Area is located, 10 the valid rules, 

65 regulations, and orders of any duly consisted regulatory body of said sia.e; and to all other applicable federal, slate, 

66 and local laws, ordinances, rules, regulations and orders. 

67 B. Governing Law: 

68 This agreement and all matters pertaining hcicto, including bul not limited to mailers of performance, non-

69, performance breach, remedies, procedures, rights, duties, and in.erprela.ion o, construction, shall be governed ant 

70 determined by the law of the stale in which ihe Contract Area is located. i f the Contract Area is in .wo or more slates 

71 the law ofthe slate of New Mexico shall govern. 

72 C. Regulatory Agencies: 

7 4 No'thin* herein con.amed shall grain, or he construed 10 gran,, Opcraio. the righ, o. authority to wane or release an; 

74 ,-,gh,s. privileges, o, obligations which Non-Operators may haw under federal o. stale laws or under rules, regulations o 

- 16 -
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orders promulgated uiidet such laws in reference 10 oil, gas and mineral operations, including the location, operation, or 

production of wells, on tracts offsetting or adjacent to the Conn aci Area. 

With respect i'.) ihe operations hereunder. Non-Operators agree to release Operator from anv and all losses, damages, 

injuries, claims and causes ol action arising out of. incident to or resulting directly oi indirectly from Operator's interpretation 

or application of rules, mliiigs. regulations oi ordeis of the Deparitucni of Energy or Federal Energy Regulator)' Commission 

or predecessor or successor agencies to the extent such interpretation or application was made in good faith and does not 

constitute gross negligence. Each Non-Operaior further agrees to reimburse Operator for such Non-Operator's share of 

production or any refund, line, levy or olher governmental sanction lhal Operator may be required to pay as a result of such 

tm incorrect interpretation or application, together wilh interest and penalties thereon owing by Operator as a result of such 

incorrect interpretation or application. 

ARTICLE XV. 

MISCELLANEOUS 

A. Execution: 

This agreement shall be binding upon each Non-Operator when this agreement or a eounterpart thereof has been 

executed by such Non-Operator and Operaior notwithstanding that this agreement is not then or thereafter executed bv all of 

the parties lo which it is tendered or which are listed on Exhibit "A" as owning an interest in the Contract Area or which 

own, in lad, an interest in the Contract .Aiea. Operator may, however, by written notice to all Non-Operators who have 

become bound by this agreement as aforesaid, given at any lime prior to the actual spud dale of the Initial Well but in no 

event later than five days prior lo the date specified iu Article VI.A. for commencement of ihe Initial Well, terminate this 

agreement if Operator in us sole discretion determines that there is insufficient participation to justify commencement of 

drilling operalions ln the event of such a termination by Operator, all further obligations of the parlies hereunder shall cease 

as of such termination. hi the event any Non-Operatoi has advanced or prepaid anv share of drilling or other costs 

hereunder, all sums so advanced, shall be returned to such Non-Operator without interest. In the event Operator proceeds 

with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit "A" as having a 

current woiking interest in such well. Operator shall indemnify Non-Operators with respect to all cosls incurred for the 

Initial Well which would have been chaiged in such person under ihis agreement it' such person hail executed the same and 

Operator shall receive all revenues which would ha\c been received by such person under this agieement if such person had 

executed the same 

B. Successors and Assimis: 

Ihis agreement shall be binding upon and shall mine to the benclil of the parties hereto and their respective heirs, 

devisees, legal repieSentalives. successors and assigns, and ihe terms hereof shall be deemed lo run wilh ihe Leases or 

Interests included wulun the Contract Area 

C. Counlerpai is: 

'I his instrument may be executed m am mimbei of counterparts, each of which shall be considered an original for all 

purposes. 

D. .Severability: 

for the purposes ol' assuming or rejecting this agreemeni as an executory contract pursuant lo federal bankruptcy laws, 

this agreemeni shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any party lo 

this agreemeni lo comply with all of its financial obligations provided herein shall be a material default. 

AK'I ' ICLE X V I . 
2 1 0 i l l ER PROVISIONS 

A. Notwithstanding any oilier" provisions herein, if during the term of this agreement, a well is required to lie drilled, deepened, 
reworked, plugged back, sidetracked, or recompleted, ur any other operation that may be required in order to ( I ) continue a lease 
or leases in force and effeet. or (2) maintain a unitized area or any portion thereof in force and effect, or (3) earn ur preserve an 

93 interest in and to uil and/or gas and other minerals which may be owned by a third parry or which, failing iu such operation, may 
revert to a third party, ur, (4j coinplv with an order issued by a regulatory body having jurisdiction in the premises, failing in which 
certain rights would terminate, the following shall apply. Should less than all of the parties hereto elect to participate and pay their 

24 proportionate part of the crisis to be incurred in such operation, those parties desiring to participate shall have the righl to do su at 
their sole cost. risk, and expense. Promptly following the conclusion of such operation, each of those parties nol participating agree 

, . to execute and deliver an appropriate assignment to the total interest of eaeh iioii-partieipiiling party in and to the lease, leases, or 
rights which would have terminated nr which otherwise may have been preserved by virtue of such operation, and in and to the 
lease, leases or rights within ihe balance ul the drilling unit upon which the well was drilled, excepting, however, wells theretolore 

ofi completed and capable of producing in paying qiiiuiiities. Sueli assignment shall be delivered lo Ibe participating parties in the 
proportion that they bore the expense attributable to the non-participating parties' interest. For tht purpose nf defining a required 
operation under this provision, sueh operation will be deemed required if proposed wilhin six (<>) months prior tn the dale such 

27 rights would terminate (including a Pugh Clause ur Continuous Development Clause) or any extension thereof. 

l i . No production, whether oil or gas. may he sold from the lease acreage, or lands pooled therewith, to any party's subsidiaries, 
affiliates, or associates, without such sellinii parly's written consent. Al l production sold from the lease acreage, or lands pooled 
therewith, will be an arm's U-nvth trade with a third partv purchaser. It is expressly agreed i f prior written consent is given io a 

19 party sellin" to themselves, ns subsidiaries, affiliates, or associates, rhe other panics to the agreement will have ihe option to also 
sell to said purchaser, at Ihe same or better price. In the event any parly hereto, makes au arm's length trade with a third party 
purchaser, the remaining parlies will have the option to also sell at the same or higher price. 

f In the event tha. an interest t" this Aereenieiu ,s foreclosed on and a judicial sale of the interest occurs., the redemption period 

31 allowed Shall be nne nionlh from the dale of ihe judicial sale or in Ihe aliernative Ihe shor.es. period ol tunc provided by Ihe 

applicable stale law where the property is situated. 

32 D . Pn,,,- „, commencement of any well drilled under .his agreemeni. eaeh „o,i-„pera,or must tender to the Operator its share of 

drv hole cost, asset out on Authority lor Expenditure proposing such well. 

3 3

 F 1„ addition to the liens and security interest as provided herein, each Non-Operatur to this Agreement., to secure paymeni of 

i s l . ; ; d " : : ::;es incurred under ,h,S Operating Agreement, grants Operator a Hen on aH of , , r,g , nt e an 
1 1 n,,- ,.-„„,-,,[ 0, ibe Contract Area including, bul nol limned to. the ml and gas leases, mutual estates ano o inu 

^ produced, obtained or seemed Horn tl 1 ' , „,.'„, i t v < j , l s m K | c r s ,oud and agreed thai eaeh defaulting 
remedies afforded ,o Operator purs,,:,,,, lo c . 2 no production proceeds from the sale of production and 

3 6 party grants to the Operator a conn act, • c and » no > I ̂  ^ n , : „ ; „ . r > c u s l 0 ( i v „ 
property of every kind or character ol such delaulling | aitw u ai - -,2,-eement between Operator and 

on rol. wheresoever located whether or not subject to the terms ol the Ag.ccmu ^ , i m v deb, 

- 17 -
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I Operator to the balance owed on such debt and giving sueh defaulting party appropriate credit therefore. Any such amount so 
applied shall fust be applied lo any past due interest, if any, then lo any costs, including attorney's fees, incurred by Operator in the 
collection of the proceeds or property, anil then to the underlying debt. It is agreed and understood that Operator's contractual 

~ right of offset shall extend to and include all proceeds of production attributable to the defaulting party from any wells in which the 
defaulting parly owns an interest lu addition to all rights and remedies afforded Operator under this agreement, in the event any 

3 debt owing by the defaulting party to Operaior shall exceed any money, proceeds of sale of production, or property of such 
defaulting party as provided in the contractual right of offset as provided above, the Operator may elect to proceed and foreclose 
the lieu of Operator against the interest of anv defaulting partv in the Contract Area. 

4 
F. Any assignment, conveyance or other transfer of an Oil and Gas Lease or Oil and Gas Interest that is subject to this Operating 
Agreement shall relieve the transferor from liability for the cost ami expense of operations attributable to the transferr ed interest 

- which are conducted thereafter: provided that the transferor shall remain liable for anil shall cause to be paid its proportionate 
part of Ibe cost and expense of all operations for which it was obligated to pay and were commenced prior to the actual transfer. 

^ except costs and expenses arising out of or direetlv re.hiled to a specific operation in which the transferor elected (or was deemed to 
have elected) not to panicipate pursuant lo Article V I . f r o m and afler the effective dale of the said assignment, conveyance or 
other transfer, the transferee shall bc deemed to he a parly lo this Operating Agreement, 

7 

G, Notwithstanding Anicle I I I A, if any parte owns :nt unleased oil and gas inieresi in Ihe Contract Area, that inieresi shall be 
treated for the purposes of this agreement and during tho term hereof as if it were a 100% Working Interest, reserving no royalty 
interest and bearing no royally, overriding royalty or other burdens. I hrs provision shall bc read in conjunction with Article I I I . I ! 

0 and Exhibit "IS" in calculating net revenue i merest such that the calculations of net revenues arc accounted for in conjunction with 
this provision. 

H- This operating agreement shall supersede any and .ill prior operating agreements between the panies, except for the North 
Dagger Dram- Upper Penn Unit Operating Agreement dated October I , 2IJ0J (herein NDDI.il ' OA I . At such time as NDDUI' OA 

I | terminates, this agreement shall be controlling 

1 2 Continued uu Tage IS 

16 

17 

IS 

19 

20 

26 

2S 

29 

32 

34 

35 

36 

37 
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IN WITNESS WHEREOF, ihis agreement shall be effective as of ihe 1 s t day ol" D e c e m b e r , 2 0 1 0 

-wlii-;dias-i7!;ei->iii:evl-;iHvl-eii;isi;ikwd^Itis-femi foHrxacut-N>i:i-H;e-Brestf.Hi-̂ H!o;-H-ai;i-aiii 

o 

7 

X 

9 

10 

(•ha-{-tdtt^fei;m^^ 

Q(?ei:al-i-B-g—'-'vgreeiiierrtî —a-—js+iji t-;-1 isd :*wel—i-t't--e-.->Ha ĵ -vi t —;Oi:n-t—l;-y—iK-.uanr:—Qil ~\—lj-> ISKI-T—(ne-.-—NtO—ebon̂ O/ST—a-liorat-ioriS:—or 

i-i-i'-.vcW-ki-al-i'SBs;̂ —en-l-ie i~i 1 iiin—i'-i'-.s.j--i r, i:v.ie—l->y—.-s i-i-i4s-e l-i r-:;e,*i-> sit i—tti ryl .->i:—i iisei'-l ioi-t—rioel—l-hitl-—a re—o-ie-iif4-v—reoogn i-z-ublt—UrS—ol-iniiHe-s—in 

A-rt-tcdea-^—~--—r—^——— — — . _tovl̂ |WHH>)5di.Mr>i-he^-fei-i,HT 

OPERA TOR 

12 

13 

14 

15 

16 

17 

IS 

19 

20 

11 

\ A I I S F E T R O L E U M CORPORATION 

By: 

NON-OPERATORS 

24 

SACRAMENTO 
I ^ R T N E R S H I P 

PARTNERS L I M I T E D 

ManaSiirC'orMVt'ed Oil & Cms Company. E.G. 
General Partner of Sacramento Partners Limited 

I ilie: Partnership 

Bv: 

El ANSON MclSRIDE P E T R O L E U M CO. 

A NEW M E X I C O L I M I T E D PARTNERSHIP 

3S 

39 

4 0 

42 

43 

44 

45 

46 

47 

48 

49 

50 

By: 

fille: 

SPIRAL. INC. 

C A T H I E CONE McCOWN 

52 

53 

54 

55 

56 

57 

5S 

59 

60 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

Bv: 

Bv: 

Bv 

AIJV'ENSHINE'S CHILDREN'S 
T E S T A M E N T A R Y TRUST. C A T H I E CONE 
McCOWN, T R U S T E E 

Cathie Cone McCown 

"1 rusicc 

KENNETH C CONE. T R U S T E E OF T H E 
TRUSTS C R E A T E D UNDER I'llE W I L L AND 
C O D I C I L OE K A T H L E E N CONE, D E C E A S E D 
E/B/O OE T H E C H I L D R E N OF KENNETH C. 
CONE 

Kenneth 0. Cone 

fille: Trustee 

18 
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IN WITNESS WHEREOF, ihis aareernent shall be effective as of the day of 

S 

10 

31 

32 

33 

34 

35 

36 

37 

3S 

39 

40 

42 

49 

50 

5! 

ro 

56 

57 

5,5 

59 

60 

67 

68 

69 

70 

7 I 

72 

73 

74 

-whe-has prepared and cireulatad this-i'orm for execution, represents and vvorrarits 
4 

6 that-the-fenn vvas printed IrotrHwJ; with the exception^) listed below, is identical to Uie-AAPL Form-6-10 I-9&9 Mode) Form 

7 Operating Agreement, as published-•m-ceinpBteriged form by Forms On A'Disk,—Inc. No changes,—alterations;—er 

modifications, other titan those made by strikcthrough und/or-insert-ion1 and tliat are elearl-v-reeogn-lzablO'OS changes in 

A-rt-f&les — -r^<av»%ee<H«ade4e4fte-fei:fflT 

OPERATOR 

Y A "FES P E T R O L E U iM C O R P O RA TION 12 

13 

14 

15 Bv; 

16 John A. Yates. Jr. 

17 Title: Altorncy-ind'uel 

18 

19 

20 

21 NON-OPERATORS 

SAC RAM EN 1 0 PA R I NEKS LIMITED 
PAR TNE RSI I IP 

Bv: 

Peyton Yates 
2 / Manager of Weed Oil & Gas Company. L.C.. 
2 8 General Partner of Sacramento Partners Limited 
29 Title: Partnership 

30 

HANSON Mc.BRIDE PETROLEUM CO. 
A NEW MEXICO LIMITEDJVVRTNERSPHP 

By: 

Title: 
Ray Wil l i s 

President of McBride Oil & Gas Corporat ion 
as General Partner 

SPIRAL, INC. 

Bv: 

Tille: 

C A T H I E C O N E M C C O W N 

Bv: 

f i t le : 

A U V E N S Fl IN E' S C i l l l . D K E N ' S 
T ESTA M EN "FA R Y I Rl VI . CATHIE CONE 
McCOWN, TRUSTEE 

Bv: 
6 1 Cathie Cone McCown 
62 Tille: Trustee 

63 

64 

65 KENNETH C. CONE, TRUSTEE OF THE 
66 TRUSTS CREATED UNDER THE W I L L AND 

CODICIL OF KATHLEEN CONE, DECEASED 
F/B/O OF THE CHILDREN OF KENNETH G. 
CONE 

Bv: 
Kenneth G. Cone 

Title: Trustee 

18 
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NON-OPERA I ORS 

12 

13 

14 

15 

16 

17 

IS 

19 

20 

24 

25 

26 

Bv: 

BANK OF O K L A H O M A , N.A., SUCCESSOR 
TRUSTEE OF U l l TRUST CREATED UNDER 
THE W I L L AND CODICIL OF KATHLEEN 
CONE. DECEASED F/B/O THE CHILDREN OF 

I (>M R. CONE 

Title: Bank of Oklahoma. N.A. Successor Trustee 

MARKS OIL. INC 

Pre e>; d &n f 

2S 

29 

30 
NEARBURG EXPLORATION COMPANY, LLC 

34 

35 

36 

3 7 

3S 

39 

40 

41 

KENNETH G. CONE 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

By: 

Uie: 

Bv: 

T O M R. CONE 

RANDY LEE CONE 

66 

67 

6S 

69 

70 

71 

72 

73 

74 
IS 
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6 

7 

8 

9 

10 

14 

15 

16 

17 

IS 

19 

20 

NON-OPERATORS 

Bv: 

BANK OF O K L A H O M A , N.A., SUCCESSOR 
TRUSTEE OF I IIE TRUST CREATED UNDER 
THE W I L L AND CODICIL OF KATHLEEN 
CONE, DECEASED F/B/O THE CHILDREN OF 
TOM R. CONE 

['uie: Bunk of Oklahoma. N.A. Successor Trusiee 

MARKS OIL. INC 

24 

25 

26 

By: 

Fille: 

28 

29 

30 NEARBURG EXPLORATION COMPANY, LLC 

32 

33 

34 

35 

36 

57 

38 

39 

40 

41 

42 

By: 

By: 

'iile: 

KENNETH G. CONE 

44 

45 

46 'FOM R. CONE 

4 8 

49 

50 

Bv 

5 J 

54 

5 5 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

RAND 

IS 
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' ACKNOYVLEDGMEN I S 

3 

4 S TA T E O F N E \ V iM E XIC O S 

9 

10 

14 

15 

16 

17 

IS 

19 

20 

24 

COUNTY' OF EDDY 5 

The foreeoinu instrument was acknowledged before me ' ' ' ^ re me this / V day uf d a H U & V i A , 3 0 i \ . by 
..EUM CORPORATION, a New Mexico corporation. 011 behalf John A Yates, Jr. as Attorney-in-Fact for Y A I ICS PETROLtUlvi l . U K l ' U K A l I U I N . a iNew Mexico corporation 

of said corporation 

My Comniissiot) Expires: rj^(J}AAMJ}^< ( y ) ominissioti Expires: 
9 j IA ijQ / cf Notary Public 

OFFICIAL SEAL 
1 Lorina E. Bores 

^ I I P ' NOTARY PUBLIC-STATE OF NEW MEXICX) 

My commission pvpiro«- M | 13- / 9-01^ 
STATE OF NEW MEXICO S 

COUNTY OF EDDY 

it was acknowledged before me this I G/ l M ^ i a v of cTCv'A T VA • cQO ) ] . by 
feed Oil & Gas Company, L.C., General Partner of SACRAMEiYrO PARTNERS 

1 he foregoing insirument • 
Peyton Yates as Manager for Weed Oil & Gas Company. L.C., General Partner of SACRA MEiYFO PARTNERS 
L I M I T E D PARTNERSHIP, a partnership 

My Commission Expires: rhfo'UAAJ^ (jQ • ^•^Aj_yQ^ 
6 W ( <a- I 2 0 ) V N o t ^ u r j l i c ' 
7 

28 OWCWL 8JSAL 
Lorina E. Flores 
NOTARY PUBLIC-STATE OF NEW MEXICO 

My commission °ypi~°. '-' j / 3. i V 
STATE OF 

s 
3 J COUNTY OE C1-1 AY ES § 
34 

loreooino instrument w u> ackiHovlcdyed before me this 

Notarv Public 

3 6 as for IIANSON McBR11)E PETROLEUM 
CO.. a New Mexieo Limited Partnership. « partnership. 

38 
39 My Commission Expires 

40 

41 

42 

43 

44 

d5 STATE OF TEXAS § 
46 § 
47 COUNTY OF § 
48 . - 1 

Tbe foreuoino instrument was acknowledged before roe this day of , , by 
4 9 - - . ^ for NEARBURG EXPLORATION 
5 0 COMPANY. L.L.C, . a limited liability company. 
51 

52 
" My Commission Expires: 

Notary Public 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 -ph- fore ao in 2 instrument was acknowledged before me this day of 
• 4 " " a s for SPIRAL, INC 
65 New Mexico corporation, on behalf of said corpoiation. 

66 

6~ Mv Commission Expires: -—-7. 
Noiarv Public 

68 . 

STA'I'E OF NEW MEXICO 
§ 

COUNTY OF CHA YES § 

70 

7 1 

72 

73 

74 
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,\< K \ m \ I EDGMI N I S 

4 STATE OF NEW'MEXICO 

6 

7 

8 

9 

10 

COUNTY OF EDDY 

The forcaoint: instrument was acknowledged before me this dav of , ; bv 
John A Yates. Jr. as Attorney-in-Fact for YATES FETROLEUM CORPORATION, a New Mexico corporation, on behalf 
oi'satd corporation. 

My Commission Expires: 
Notarv Public 

14 

15 

16 

1 S 

19 

20 

24 

25 

26 

STA'I'E OF NEW MEXICO tj 

COUNTY OF EDDY 

Ihe foreuoinu instrument was aeknowlcdtied before me this dav of , , by 
Peyton Yates as Manager foi Weed Oil cv Gas Company. L.C.. General Partner of SACRAMENTO PARTNERS 
L I M I T E D PARTNERSHIP, a parinership. 

My Commission Expires: 

Notarv Public 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

3S 

39 

40 

41 

42 

43 

44 

45 

46 

47 

4 8 

49 

50 

STATE OF 

COUNTY OF 

NEW MEXICO S, 

§ 
CHAVES S 

Die foregoing instrument was acknowledged befoixrne this S L O day of 
^ J l ^ ¥ k - A 3 x ^ * J ^ lot HANSON McBRIDE PETROLEUM 

,—-j inc lotegoing insuoinein was acMtowieugeo 
Y Y - ^ M c W 2 > \ as Q ^ V A i t j 

CO., a NeW>Me.\ieo 'Limited Partner.ship, a ryrtnersh 

> t , r . 2 - Q i O, bv 

My Commission Expires: 

STATE OF TEXAS 

COUNTY OF 

he foreuoinu ins 

COMPANY. L.L.C. 

Notarv Public 

was acknowledged before me this 
lor N E A R Ii U RG EXP LO RA TION 

a hunted liability' company 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

6S 

69 

70 

71 

72 

73 

74 

My Commission Expires. 
Nutans Public 

STATE OF NEW MEXICO $ 

COUNTY OF CHAVES § 

The foregoing instrument was acknowledged before me this_ 
as 

dav of 
' for SPIRAL. INC. 

New Mexico corporation, on behalf of said corporation. 

My Commission Expires: 
'Notarv Public 
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S T A T E OE 

s 
9 

10 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

34 
35 
36 
37 
3S 
39 
40 
41 

43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
5.3 
54 
55 
56 
57 
5S 
59 
60 
61 
62 

COLORADO § 

COUNTY OE 'TfcN Vbfi, 

Die torcgoutg in.Ntrumeni was acknowledged before me this 
5ftpfoen K. p\pyf ic <s as Vre^d&y)j-

C o / O f a d O corporation, on bob 

day of bv 
lor [MARKS O I L . INC. 

Mv Commission Expires 

S T A T E OF 

COUNTY Ol 

rj«%C Public 

The foregoing instrument was acknowledged before me this dav of 
Cathie Cone. McCown as Trustee for AUV'ENSHINE'S C H I L D R E N ' S TRUST 

. bv 

My Commission Expires: 

a trust. 

Notarv Public 

STATE OF TEXAS 

COUNTY OF 

ITte forecoinu instrument was acknowledged before me this dav of bv 
C A T H I E CONE McCOWN. dealiu» in her sole and separate property 

My Commission Expires: 

Notarv Public 

S T A T E (ll TEXAS 

COUNTY OF 

1 he foregoing instrument was acknowledged belore me this dav- of , , 
Kenneth G. Cone as Trustee for TRUST C R E A T E D UNDER THE. W I L L AND CODIC 

by 

OF K A T H L E E N CONE. D E C E A S E D F/U/O HIP C H I L D R E N OF KENNETH G. CONE. 

My Commission Expires: 
Notary Public 

STATE OF 

COUNTY OF 

OKLAHOMA § 

The foregoing instrument was acknowledged before me this. 
Bank of Oklahoma as ' 

day of 
Successor Trustee lor TRUST 

C R E A T E D UNDER T H E W I L L AND C O D I C I L OF K A T H L E E N CONE. D E C E A S E D F/B/O T H E C H I L D R E N 
OF TOM R. CONE 

My Commission Expires: 
Notary Public 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

S T A T E OF 

COUNTY OF 

O K L A H O M A § 

The foreuoiny instrument was acknowledged before me this 
RANDY L E E CONE, dealinit iu his sole and separate property 

dav of bv 

Mv Commission Expires 
Notarv Public 

19 • 
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STATE OF COLORADO 

6 
7 
8 
9 
10 

13 

COUNTY OF 

The.foregoing instrument was acknowledged before me this 
as 

My Commission Expires 

corporation, on behalf of said corporation. 

day of . 
. for MARKS O I L . INC. 

bv 

Notary Public 

15 

16 

17 

18 

19 

20 

STA'I'E OF 

COUNTY OF 

The foregoing ms 
Cathie Cone McCuwn 

:lav ol was acknowledged before ine this 
Trusiee for A U VF.NSH INK'S C H I L D R E N ' S TRUST 

bv 

My Commission Expires: 

Notarv Public 

26 

27 

28 

29 

30 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

' 71 

72 

73 

74 

S T A T E OF TEXAS 

COUNTY OF 

The foregoing instrument was acknowledged before me this dav of bv 
C A T H I E CONE McCOWN. dealing in her sole and separate property 

My Commission Expires: 
Notary Public. 

STATE OF TEXAS 

COUNTY OF 

dav of by The 1'oregomg instrument was acknowledged before me this 
Kenneth G. Cone as Trusiee for TRUST C R E A T E D UNDER T H E W I L L AND C O D I C I L 

OF K A T H L E E N CONE. D E C E A S E D F/B/O T H E C H I L D R E N OF K E N N E T H G. CONE. 

My Cornmission Expires 
Notarv Public 

STA'I'E OF OK LA HOM A 

COUNTY OE 

The foregoing instrument was acknowledged before me this . 
Bank of Oklahoma as 

_ day ol 
Successor Trustee for 

bv 
TRUST 

C R E A T E D UNDER T H E W I L L AND C O D I C I L OF K A T H L E E N CONE. D E C E A S E D F/B/O T H E C H I L D R E N 
OF TOM R. CONE 

My Commission Expires: 
Notarv Public 

STATE OF OKLAHOMA 

COUNTY OF 

The foregoing instrument was acknow 
RANDY .LEE CONE, dealing in his 

Mv Commission Expires: _ 

bv 
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a STATE OF TEXAS 

] COUNTY OE 

9 

10 

' The foregoing instrument was acknow ledged before me ihis day of 
S KENNEd'PI G. CONE, dealing in Ins sole ami separate property . 

My Commission Expires: 
Notary Public 

l fa 

17 

IS 

19 
20 COUNTY OF 

STATE OF MISSOURI 

22 The foregoing instrument was acknowledged before me this day of. 
>3 T O M R. CONE, dealing in his sole nnd separate property . 

24 

25 My Commission Expires: 
2f, Notarv Public 

27 

2S 

29 

30 

34 

35 

36 

37 

3S 

39 

40 

4 1 

4 2 

4 3 

44 

45 

46 

47 

48 

49 

50 

5 1 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 
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Exhibit A 
Attached to and made a part of that Operating Agreement dated December t, 2010, between Yates Petroleum Corporation as 

Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators. 

(1) IDENTIFICATION OF LANDS SUBJECT TO AGREEMENT: 

Township 19 South. Range 25 East. N.M.P.M 
Section 30: Lots 3, 4, E/2SW, SE/4 
Eddy County, New Mexico 
Containing 322.76 acres, more or less. 

(2) RESTRICTIONS AS TO DEPTHS AND FORMATIONS: 

Surface to the base of the cisco formation. 

(3) PERCENTAGES OF PARTIES TO THIS AGREEMENT: 

Working Interest 
Name Lot 3, 4, E/2SW/4, SE/4 
Yates Petroleum Corporation 80.679073% 

Sacramento Partners Limited Partnership 0.576398% 

Hanson McBride Petroleum Co. a New Mexico limited 
Partnership 

0.193734% 

Spiral, Inc, 0.576398% 

Marks Oil, Inc 2.836899% 

Auvenshine's Children's Testamentary Trust, Cathie 
Cone McCown, Trustee 

0.457398% 

Kenneth G. Cone, Trustee of the Trusts Created Under 
the Will and Codicil of Kathleen Cone, Deceased for 
the Benefit of the Children Of Kenneth G. Cone 

0.457398% 

Bank of Oklahoma, N.A., Successor Trustee of the 
Trust Created Under the Will and Codicil of 
Kathleen Cone, Deceased for the Benefit of the 
Children of Tom R. Cone 

0.304932% 

Randy Lee Cone 0.152467% 

Cathie Cone McCown 0.457398% 

Kenneth G. Cone 0.457398% 

Tom R. Cone 0.457398% 

Nearburg Exploration Company, L.L.C. 12.393109% 

Total 100.000000% 

(4) O I L AND GAS LEASES AND/OR INTEREST SUBJECT TO THIS AGREEMENT: 

(A) Lease No, 

Lessor: 

Original 
Lessee: 
Current 
Lessee: 

Date: 

Status: 

Legal: 

Working 
Interest: 

NM-0559175 

United States 

Betty S. Aspden 

Yates Petroleum Corporation 

March 1, 1966 

HBP 

Township 19 South - Range 25 East, N.M.P.M. 
Sec. 30: N/2SE/4, SE/4SE/4 
Eddy County, New Mexico 
120.00 gross/net acres 

Yates Petroleum Corporation 

Sacramento Partners Limited Partnership 

Hanson McBride Petroleum Co, a New Mexico limited 

Partnership 

Spiral, Inc. 

Auvenshine's Children's Testamentary Trust, Cathie Cone 
McCown, Trustee 

71.944512% 

0.394112% 

0.390810% 

0.394112% 

0.312742% 
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Attached to and made a part of that Operating Agreement dated December 1, 2010, between Yates Petroleum Corporation as 

Operator and Sacramento Partners Limited Partnership, et, al. as Non-operators. 

Kenneth G. Cone, Trustee of the Trusts Created Under the 0.312742% 
Will and Codicil of Kathleen Cone, Deceased for the 
Benefit of the Children Of Kenneth G. Cone 

Bank of Oklahoma, N.A., Successor Trustee of the Trust 0,208495% 
Created Under the Will and Codicil of Kathleen Cone 
Deceased for the Benefit of the Children of Tom R. Cone 

Randy Lee Cone 0.104249% 

Cathie Cone McCown 0.312742% 

Kenneth G. Cone 0.312742% 

Tom R. Cone 0.312742% 

Nearburg Exploration Company, L.L.C. 25.000000% 

Total 100.000000% 

Royalty 
Interest 

Overriding 
Royalty: 

1/8" 

Robert E. Chambers, Jr. 

Robert E. Chambers, Jr., as Trustee for the Lollie Dee 
Chambers Descendants Trust for Robert E. Chambers, 
Jr., created under the Last Will of Lollie Dee Chambers, 
dated June 21, 1995 

Neva Chambers Dawson 

Neva Chambers Dawson, as Trustee for the Lollie Dee 
Chambers Descendant's Trust for Neva Chambers 
Dawson, created under the Last Will of Lollie Dee 
Chambers dated June 21. 1995 

Alice Ann Hanks Freeman, 
property 

as her sole and separate 

Celeste Chambers Lipscomb 

Celeste Chambers Lipscomb, as Trustee for the Lollie Dee 
Chambers Descendant's Trust for Neva Chambers 
Dawson, created under the Last Will of Lollie Dee 
Chambers dated June 21, 1995 

W. T. Probandt and Jeanette J. Probandt, H&W 

The Betty Anderson Aspden Family Living Trust, Betsy 
Aspden Hurty and Barbara Gibbons, Successor Co-
Trustees 

1/6 of .05 of 
1220291 

1/6 of .05 of 
.1220291 

1/6 of .05 of 
.1220291 

1/6 of .05 of 
1220291 

.03 of .1 19395 

1/6 of .05 of 
.1220291 

1/6 of .05 of 
.1220291 

.00824078 

.05 

(B) Lease No. 

Lessor: 

Original 
Lessee: 

Current 
Lessee 

Date: 

Status: 

Legal: 

Working 
Interest: 

.P.M. 

NM-54382 

United States 

Charles E. Nearburg 

Nearburg Exploration Company, LLC 

January 1, 1983 

HBP 
Township 19 South - Range 25 East, N. 
Sec. 30: SESW 
Eddy County, New Mexico 
40.00 aross/net acres 

Yates Petroleum Corporation 

Sacramento Partners Limited Partnership 

Hanson McBride Petroleum Co, a New Mexico limited 

Partnership 

71.944512% 

0.3941 12% 

0.390810% 
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Attached to and made a pan of that Operating Agreement dated December 1, 2010. between Yates Petroleum Corporation as 

Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators 

Spiral, Inc. 0.394112% 

Auvenshine's Children's Testamentary Trust, Cathie Cone 0.312742% 
McCown, Trustee 

Kenneth G. Cone, Trustee of the Trusts Created Under the 0,312742% 
Will and Codicil of Kathleen Cone, Deceased for the 
Benefit of the Children Of Kenneth G. Cone 

Bank of Oklahoma, N.A., Successor Trustee of the Trust 0.208495% 
Created Under the Will and Codicil of Kathleen Cone, 
Deceased for the Benefit of the Children of Tom R. Cone 

Randy Lee Cone 0.104249% 

Cathie Cone McCown 0.312742% 

Kenneth G. Cone 0.312742% 

Tom R. Cone 0.312742% 

Nearburg Exploration Company, L.L.C. 25.000000% 

Total " 0 0 . 0 0 0 0 0 0 % 

Royalty 
Interest: 

Overriding 
Royalty: 

Sliding Scale 1/8U1 to 1/4* 

None 

(C) Lessor 

Original 
Lessee: 

Current 
Lessee: 

Date: 

Status: 

Legal: 

Working 
Interest: 

S. P. Johnson, et, al. 

Dorothy G Kemper 

Yates Petroleum Corporation 

June 14, 1979 

HBP 

Township 19 South - Range 25 East. N.M.P.M. 
Sec. 30: Lot 3, 4, E/2SW/4 
Eddy County, New Mexico 
162,76 Gross / 85.44 net acres 

Yates Petroleum Corporation 

Sacramento Partners Limited Partnership 

Spiral, Inc. 

Auvenshine's Children's Testamentary Trust, Cathie 
Cone McCown, Trustee 

Kenneth G. Cone, Trustee of the Trusts Created Under 
the Will and Codicil of Kathleen Cone, Deceased for 
the Benefit of the Children Of Kenneth G. Cone 

Bank of Oklahoma, N A , Successor Trustee of the Trust 
Created Under the Will and Codicil of Kathleen Cone, 
Deceased for the Benefit of the Children of Tom R. 
Cone 

Randy Lee Cone 

Cathie Cone McCown 

Kenneth G. Cone 

Tom R. Cone 
Total 

94.89121% 

0.755592% 

0.755592% 

0.599601% 

0.599601% 

0.399734% 

0.199867% 

0.599601% 

0.599601% 

0.599601% 

100.000000% 

Royalty 
Interest 3/16 

Overriding 
Royalty 

th 

1 Robert E Chambers, Jr. 1/6 of .05 of .25 of 
.524225714 
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Attached to and made a part of that Operating Agreement dated December 1, 2010, between Yates Petroleum Corporation as 

Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators. 

2 Robert E. Chambers, Jr., as Trustee for the Lollie Dee 
Chambers Descendants Trust for Robert E. 
Chambers, Jr., created under the Last Will of Lollie 
Dee Chambers, dated June 21, 1995 

3 Neva Chambers Dawson 

4 Neva Chambers Dawson, as Trustee for the Lollie Dee 
Chambers Descendant's Trust for Neva Chambers 
Dawson, created under the Last Will of Lollie Dee 
Chambers dated June 21, 1995 

5 Celeste Chambers Lipscomb 

6 Celeste Chambers Lipscomb, as Trustee for the Lollie 
Dee Chambers Descendant's Trust for Neva 
Chambers Dawson, created under the Last Will of 
Lollie Dee Chambers dated June 21, 1995 

7 W. T. Probandt and Jeanette J. Probandt, H&W 

Alice Ann Hanks Freeman, 
property 

a her sole and separate 

1/6 of .05 of .25 of 
.524225714 

1/6 of .05 of .25 of 
.524225714 

1/6 of .05 of .25 of 
.524225714 

1/6 of .05 of .25 of 
.524225714 

1/6 of .05 of .25 of 
.524225714 

0.0082408 

.03 of .119395 

Overrides I-6 applies only to Lots 3 and NE/4SW/4 

Override /applies to Lots 3, 4, E/2SW 

Override 8 applies only to Lot 4 and SE/4SW/4 

(D) Un-leased Minerals 

Legal: 

Workina Interest: 

Yates Petroleum Corporation 

Township 19 South - Range 25 East, N.M.P.M. 
Sec. 30: Lot 4, SE/4SW/4 
Eddy County, New Mexico 
81,39 gross / 68,164125 net acres 

Yates Petroleum Corporation 

Un-leased Minerals 

Local: 

Working Interest: 

Marks Oil, Inc. 

Township 19 South Range 25 East. N.M.P. 
Sec. 30: Lot 4, SE/4SW/4 
Eddy County, New Mexico 
81.39 gross / 9.156375 net acres 

Marks Oil. Inc 

(5) A D D R E S S OF PARTIES FOR NOTICE P U R P O S E S : 

Yates Petroleum Corporation 
105 South 4th Street 
Artesia, NM 88210 
P: 575.748.1471 
F: 575.748.4572 

Sacramento Partners Limited 
Partnership 
105 South 4th Street 
Artesia, NM 88210 
P: 575.748.1471 
F: 575.748 4572 

Nearburg Exploration Company, 
L.L.C, 
3300 North "A" Street 
Building 2, Suite 120 
Midland, TX 79705-5421 
P: 432.686.8235 
F: 432.686.7806 

Spiral, Inc, 
P. O Box 1933 
Roswell, NM 88201-1933 
P: 575.623.6601 
F: 575.627.2439 

Hanson-McBride Petroluem Co., 
a New Mexico Limited Partnership 
P. O. Box 1515 
Roswell, NM 88202-1515 
P: 575.622.7330 
F: 575.622.7331 

Kenneth G. Cone, Trustee of the 
Trusts created under the Will and 
Codicil of Kathleen Cone, dec, f/b/o 
children of Kenneth G. Cone 
P. O. Box 11310 
Midland, TX 79702 
P: 432.687.4593 
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Attached to and made a part of that Operating Agreement dated December 1, 2010. between Yates Petroleum 

Corporation as Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators 

Kenneth G. Cone 
P. O. Box 11310 
Midland, TX 79702 
P: 432.687,4593 
F: 

Tom R. Cone 
P. O Box 400 
Soutwest City, MO 64863 
P: 918.854.3170 
F: 

Randy Lee Cone 
P. O. Box 552 
Jay, OK 74346 
P: 907.770.2664 
F: 

Bank of Oklahoma, N.A., Successor 
Trustee of the Trust Created under 
the Will and Codicil of Kathleen 
Cone, dec, f/b/o children of Tom R 
Cone 
P, O. Box 1588 
Tulsa, OK 74101-1588 
P: 918.588.6229 
F; 918.624.5257 

Auvenshine's Children's 
Testamentary Trust, 
Cathie Cone McCown, Trustee 
P. O. Box 507 
Dripping Spring, TX 78620 
P: 512.858.1641 
F: 

Cathie Cone McCown 
P. O. Box 658 
Dripping Spring, TX 78620 
P: 512.858.1641 
F: 

Marks Oil, Inc, 
1775 Sherman St., Suite 2990 
Denver, CO 80203 
P: 303.861.7974 
F: 303.863.0616 
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EXHIBIT B 

P r o d u c e r s SS R e v (5 Y e a r L e a s e ) 5 - 9 6 

Y P C R e v i s e d F o r m 

THIS AGREEMENT made [hi 

WITNESSETH 

I Lessor i considerat ion ol ' Ten am 

( ONE YEAR PAID UP LEASE) 
OIL AND GAS LEASE 

2010. between 

lu'iCS 

liUUS 

'. ely muo Lessee for Ihe purpose ol" mvcsii'tia 

rel uih.ei sli 'ueaires l l iereon and on. over and ru 

r us employees lire fol lo\vi 'ni; described land i 

Tubus i>: I0_00 1 ni hand p 

o.-.pIoi me, p tospcc i ing. d 

• lands ovaico or clrnmcu I 

F o r m 34 5 

H a l l - P o o r b a u g h P ress , I n c . 

R o s w e l l , N e w M e x i c o 

Lessor ( w h e t h e r o n e o r m o r e ) , a n d , as L e s s e e 

: io> nines herein ptovuied and o f t h e agieetrteitts o f Lessee herein cotuamed, hcieby grants, leases and lets 

i lummy ioi and pi 'educing oil and gas, laying pipe lines, bu i ld ing roads, ranks, power starions, te lephone 

adjacent and contiguous theie io. to produce, save, lake care of. treat, transport, and own said products , and 

idle 
|M odtu . l iun '.0 w l or gas 

h u m !iii> dale leaded 'T 

." I he i-ayahics 10 

die >-e!ls may tie conne 

tb.i ' in ga:,, inc lud ing c: 

e ai Ihe wel l 01' 

dns lease oi on acreage 

al animal in ie ica ls ihe 

Unanl i i ies [Tr, meni or 

shall hir.e UCC use ol C 

used 

I C I I 

I 1 I 
iheie iTom, ihe rnaiker 

i l ieie is a gas we l l on 
ore ainctv iVO'l davs after rhe dale on which 

nd il w i l l be considered dial gas is being p 

die panics ent i t led thereto on ot before die 

ider, and :!le royai lv on oi l and gas shall in 

, " ' . i e i e y, gi'.'e n me : igni ,mo pi. ' . , ei ;., ;;oc! o; Ct-.iii.-iue ine .a. i cage co-. ei ed i:;, dns [ease o: an;, porr iou ihe; eof ss to o i l s i i d ess, ot euhet o f l i lem uf, o ihoi land iease 
k ; , : - " 1 , 1 [ U a > £ d ! r , i e v , c n " r > ' , h " ' o ! i 0 ; l"- ' be icm. i i i s i snpuiaied. when ,n Lessee's iuugmeni n ,s necessary er advisable io do so in orde: -rroperlv io explore or io develop and oo - ra ie 

a-ud leased piennses in compl iance wuh :he spacing mles o: t!,c Nee Mex i co Ob Conser. amy, Commiss ion, oi olher lawfu l aotli-aulv oi when .0 do so w o u l d , in the iudmoen, of Lessee p i o m o i e Ihe 

,", ' " " ] a i , d ; l r , d , h f \ ^ b " [ ! : 0 ^ ' ] ^ " ! d ! J ; ; ' " I S ; S ? ^ •*> « l ! ^ ' " - " ^ ^ 1 ™ , subs.am.ai.y exceed do each ui area, and un„s pooled for gas 

i . ^ , " " . * ' " " ° ' ' ' " 1 " I ' " " , J '>' « * "« •> '« »'«» " ; ' ° ; ! C : « " c : ! i>'«s •- roleiance oi [ u u . d ie ieo i , provided rliai should governmental author i ty having ju r isd ic t ion prescribe ot penni t the creat ion o f units 
l , l 0 ' , c 5 " - a l l = d ' , l l , l [ s 'hereal icr creaied may eo idonn suhsianiui l ly m siae w i lh those prescribed by governmental regulations • Lessee under ihe provisions hereof may pool oi comb ine 

acicage cove.ed by tins lease, o, any uon ion l l ie .ee! as .u;o-.e p i owded as ro od m any one oi mote Brats and as lo gas in anv one oi more strata. The onus formed bv pool ing as ;o anv stratum or 

s l ia la , need nol con lo rm in size or aiea w i l l , llto unit or units m.o winch die lease ,s pooled oi combined as lo any other Slraium or strata, and oi l unils need no, conform as lo area w u h gas units The 

poo ng ,n one o, more instances shall not ecl iaus. rhe ughis 01 rhe Lessee hereunder lo pool this lease or portions thereof into other units. Lessee alial! ole ,o, record in lire appropriate records o f die 

' ; V ; , h C i " S C ° p m " I S " a , e s " " : " " ) a n » " ' ' » » * » < ^ " > ™ S w d designaoug me pooled acreage as a pooled um. . Lessee may a, „ s election exercise us pool ing opi ion .after commenc ing 

• " " " * " l 0 7 , , ! , , " , « " \ 0 - ° ' ' « 8 S W e " 0 1 1 " * ' " S ; d l i r e , " i s « - >'« P « > W «»» may tnc lu tk , boi a ,s no: required lo inc lude, laud or leases noon winch a wel l capable of p roduc ing oi l or ras 

n pay ng i iu.ml i i ies has theretofore been completed o, upon wsuch operal ions ,01 lire du l l ing of a well for oi l or gas have theretofore been commenced Operat ions for dr i l l ing on or Producl ion o f o i f o r 

t I' " ' .' ! ' " : 1 > 0 0 l e d . U " ' ( ' • v l u c h m C l u d c s 0 1 : ' I ™ ' " ™ ' y ' ' ^ K i ; y ! £ i ^ v e r e t f by line lease regardless of whether such opeia i ions fot dr i l l ing we.e commenced or sue], product ion was secured 

, " ' ' ] C X C a " 1 0 " 0 1 ' "S in i inen l 0, die insirumei i is designating ihe pooled „ , „ , , shall be considered as operal ions for dr i l l ing on or product ion o f 0,1 and gas f iou , land cove ied bv dns 

, ' " " f l ; " . 1 1 0 1 " i e w e " o r w d l s h i l 0 " ' e d 0 1 1 | o e ™ S " coveied by ih,s lease, and ihe enine acieage const i tut ing such unil o, units, as lo oi l and gas, or euher oi ihem. as herein p rov ided , 

ahall be i iea leo lo, all purposes except die paymeni ol roy-alues on p.oducuon from ihe pooled mm. as i f ihe same were included u, dns iease. For lire purpose o f compul ing the rova l l i es ' i o w h i c h 
y " " i

w , s ' " > • ' ' " " « " " 4 Payments oui o f p roduc l ion and each oi t h e n , shall be entit led on produei ion of oil and gas. oi euher ol ihen,, b o m ihe pooled un i l , there shall be al located lo the land cove ied 
I , y ! h l : ; ' ' : " c ; i n d " ' s luded in said mi l l a pro rata por t ion o f Ihe oi l and gas. oi ei lhci o iT l icn i , produced from ihe pooled unil alter deduct ing lhal used for operal ions on Ihe pooled cunts Such a l locat ion 

i.bab lie on acieage basis-llval is io say, ihcie shall be al loealco io-ihe acicage co-.eied by this lease and included in lite pooled unit thai p,-o raia por t ion o f tire oi l and gas, or euher o f d iem, p roduced 

l u ' i n ihe pm. led unil wh ich Ihe number ol -.uriaee acres co-ereo bv dio, iease and included u, die pooled uuu bears 10 die total number o f surface acres included in die pooled uni l . Royal l ies hereunder 

shnl l i'.-e c-om|nued on Ihe poiUon o l 'such produc t ion , whethci u bc oil and gas, oi either o f them, so allocated 10 Ihe land covered by this lease and included in ihe unit just as though such p roducuon 

i -e.e t w i n Sucb hind ihe producl ion h o m an oi l we l l w i l l be consideied produei ion It oui ihe lease o, oil pooled unil h o m which il is producing and noi as produc l ion from a gas pooled uni t ; and 

p i u d u c i i o i i h o m a gas wel l w i l l be considered as p ioduc i ion ir'om die lease or gas pooled unit hom which u is producing and nol from an oi l pooled unil in addi t ion :o die loregouig. Lessee at us 

v , " 1 " " 0' heiehy gtseu the right and powei h o m l ime lo nine na eoiuinu said l.mfl o: any pan oi Idr inai ion oi mineral subslance covered hereby to any cooperat ive oi unit agrceineni oi plan o f 

de-.el- ipuienl ..nd ope on, and io any moo.F..a:lorn, ihe ieo: , '..Inch h . b e e n a p p i o w d by ihe New Mex ico Oi l Conser.-ai,on Commiss ion oi oilier Lawful governments! aulhor i ly . In Such event, the 
I I , 1 - , h • i--ii able io Lcssoi hereunder shad be computed and p.mi on ihe bays o! ihe od oi gas allocated io such land uiidei ihe len us o f any such agteeinen; or plan o f operauon. w inch oasis shall be die 

'--"ue Is. v. l i ich die loya l ly due the Luuicb Sink's oi die oi.i,-,- of 'w.-. ;'• iexn. o is oompuicS .a,,-' p,ud 'flu's lease shall no; c.-.pue dur ing the life ol such agreemeni or plan and shall be subieei io die lenns 

ibe ie- i l auo yaid agieeineni ot plan ol opei iu ion shall be b L o w : i i ; ihe me v. i'de.-.ico On Couserv j i i on Commission, oi oilier lawful au lhor i ly , and Lessee shall record in die county in wh ich die leaser! 

pieii i i-.--- :i;e '.il'a.ued. .m uistruuicu! desci ib im; such agicemen, -.a ohm oi ...p-eiaiivii .md i eli'.-ciuig die coinj iu l inenl i liter o io and ilie same may bc lecoi't ied eulier i ieiore oi afiet the oo i i i j i le i ion o f wel ls 

" L -u die e -.on al ibi i ol Ilie pi i in,up lerm od -y gas . i.-.t r a i , , ; , - •-a.ee, on -.aid am,! 0, uoin lauo orioled Iheiew i lh, bul Lessee is ihen engaged m riohing or rev/orkmg ope unions l l ie reon. or 

,-h.dl n.-.e -wmple led a J r , hole Ibeieiyu w iib.n 00 oa'.s p i i v , a. i n , .-.0 : ine pum.oy lei'in. me iease snail leinam in laace so knig as opeiai ions on said wei i oi foi t l r i l lmg Of I 'ew'orking o f any 

ai In ii i-.ii ia l wch ai e i-roseculed '-cub no cessaiion -ai' moi e di.in wa cc i . w c m . . e days, and l iTbey residi m the pi otitic non of oil oi gas so long : here a del as oil oi gas is ja oducei : i fo in said land or f rom 

I.in; I i-voice! ; be i ru. il h If, rifiei the ex pi un ion o f die oi unar, lerm t : :1a Law: and adei -vi oi gax is pi od ured hom : a u l land, ot Irom land oooled therewi th, rhe pi oduct ion ihe. re of should cease F o i l , 

.III-. c .,.i-,e. dim lease shall no: lerimnaie : Lessee somineiw e:. . -aei ao i, :oi ; i : i l ime -ar i e.-. oi 'Kii i i , '.-. ul 11 ii oo davs a ner die cessaoon oi ' such produei ion, r-ui shall remain in fo: ce and eu'eei so long as 

•.in. h 11 tie i a i l a i n ru e pr oseculcd w uh. no e er. sm ion of inoi e in.m oa . ... - e.. a: i . e ..lays, ano ii :; i csaU in da.- pi odi ienon of oh and gas, so lone, i he rc ri i'i ci as on o; gas is pi Otitic ed t'roin said land, or f rom 

land p inned l l i e iew i lh Any pooler! un 11 designaled by i.e:,.,ee a, a..c-a ,.:.n.w . - in , die lerms ue iew, may be disr.cb.cd by Lessee by instrumem ided io: lecord in lire appropriare lecotds o f t h e counly m 

o h i j : die !easet! premises ate Situated a; any lane rdle: ihe eOi.tplelwn -i a dr.- hole oi the cessation al p iodt ienon on said uuu In die eveni a wel l o; w-e!ls p ioducmg od or gas ul paying quant iues 

rdioultl be bi ought " i on adjacent land imd v u l n n - c a feel ,.-i .mo d iammi : die lease pieimses. ci land pooleO rherewub. Lessee agiees io draii such oftsel wel l o i wei is as a reasonably prudent opera io : 

w o u l d dial! ui idei ihe same oi similar cucamaiaaces ;..ee..e-r iroe. at an. time execaie an-.! de l i .e : io Lesso; oi place o f reeottl a telease or icieases cover ing any port ion or port ions ol ihe above 

ir Leasee -Unil Inn e die ughl ai aio. lane uuiiw.r Oi .ill-.a ilie e-.nuaiion oi dus lease to icuic-.e a!i p iui jer iy and li.xiuies piaced by Lessee on said land, n ic luomg ihe ug lu lo draw and lemos-e all 

e .o iu i ; When ie i |uued by Lcsso i . Lessee w i l l bur- all pipe lines bcb.-a , i u i a r . - piw-. t iepi l i . aad oo wel l iha l l he l i i ' i i led '.--ailim two hmai ic i i fee; of any residence -a; barn now on said land w i t l i ou i 

Lessoi s eonseii i 

' I'lie i,plus o f euher pari) heicundei ina-- be assumed m .--hole oi m pan, and the provisions hereof shall extend lo ihen hens, successors and assigns bu: no change oi d iv is ion ,n ownersh ip o f 

die land o: ros al l ies, howevet accompl ished, slu.il opeirue io enlatge tne obligations oi li i irirmsh the nghls of Lessee, and no change oi rh vision, rn sueh ownersh ip shall be b ind ing on Lessee unt i l th i r ty 

(101 daw. aflei Lessee shall have been furnished bv !egts;c:er! U s ' l i i a i i al Le'ssee's principal place of business with a cert i f ied copy o f recorded instni i i ient or insirui l ieius evidencing same, in ihe event 

,d asMei imei i ! hc ieo f in whole or in pari l iab i lny for breach of any obhaai .on hereundei shall test exclusive))- upon ihe owner of this lease oi of a p o m o n thereof who commits such breach. !i su. or 

nunc panics becune e i i iu lcd io iova l i v be ieumie i , Lessee ma-, v-uhhold paymeni iheieof unless and until lunashed wuh a leeoidable msiiaimeni executed by all such parlies designating su agent to 

i ecei'.'tr paymei i l 10r al l . 

S Tbe hi--neb b; 1 essce of any ob i ,ga l ,o „ ausme heieundei shall no, wo i k a tone,lure oi lerminai ion of this lease not cause a terminat ion o. tevision o f .he estate created hereby nor be grounds 

U„ , uicct l ' -Uon h - ,eo f , „ whole o, ' ,„ pais In the even. Lessoi considers lhal operal ions ate nol a, any time being conduced in compl iance w u h this lease, Lessor shall nouly Lessee tn waning o i foe 

I i chcd uoon aa cons. i iu lmg a breach heieof, and Lessee, ,f in default , shall have s,x.y(60) days alter rece,,:. o f such notice in wh ich lo commence .he compl iance w i l l , ihe obl igat ions . m p o s e o o y 

e f msn ne t, After he d.soovery o f o d o, gas in pay ing yuamutes on said premises, Lessee shall oevelop .he aceage retained hereunder as a reasonably prude,,, opera or u ,n dt d u , 

,b,.t o N t g a n o i , ii shall in no even, be required ,o citdi mote than one wel l per tony (40) acres o f ihe area retained he.eunde, and capable ol produc.ng od „ , paying quamu.es and one .sell pc. 6 * 0 acres 

Plus an acreage tolerance not to exceed 10% of 6-10 acres o f the area retained hereundei and capable ol produc.ng gas in paying quaj.ut.es. 

- - , i . , u , , . i -,- us on-ion max discharge any tax mortgage or other lien upon said land either in whole oi in pan , and 

o Lesso, hc ieoy warrants and nguees to e i e n o i - - o s a u at a o ; , 7 , ^ ^ , : d e r \ o m ^ i l s f y m S a t „ e . Wi thout impa i rmem o f Lessee s n g h . under 

„ , even, Ccssee ooes SO „ shall be subroga e fo c , - -u l , I , ' ^ ^ ; ̂  ^ ' ^ ' ; u , ; ^ ^ ^ ! e s s , h a „ „,e enitre fee s „ « e s , , , . . then .he royalnes to be paid Lessor shall 

"••>"••"">• c v c m ° r a , ' 7 0 l , " , e ' " 1 1 ' U U S : ? - I j ; ' r o - ; u . r this lease „ shall neverrheless be b ind ing upon the parry or pames execu.mg the same, 
bt; icdiic-dfi p iOi jOi i io i i ; i tc ly Sl iould anv o\v: oi IHCIC ul Ute _i.,.ii,:';; h i i i n ^ i ... i - c s c ^ u>n 

„ „ „ , , v ! , covenan. of ihis lease i ron, conduct ing dr i l l ing o, . . w o r k i n g operal ions .hereon or from produc ing o i l or gas 

10 Should cessee be prevented trom co inpfom, , -s u „ an , „»,- - ^ ^ u M , a w Q [ 3 Q y o r d c r i m ] c 0 I , , g u l 1 1 0 „ 0 , g 0 V 4 n l m e „ , a 

i b e i c i i o i u by reason of s c a i c . y o f oi moodi ly to obiain o, .o uae u i . ' f , " - ' " ^ - ; - ; ^ ^ . ^ { ^ s | l a ] , nol bc l iable in damages for lai lure ,o comply ihe iew i lb ; and ; !„s lease shall 
u-aiions on ot f rom produc i i ig o i l or pas f rom the leased [ i renu: 

rason o, scaicuy o. ta ™ - ™ P « - , u 5 K n d e d and Lessee shall nol be l iable in damages lor lai lure 10 comply .l,e,e--suu, auo - — , -- -
whi le so prevented, Lessee s obhgai ion ,o compis - u u ,.«--. c o . . . . . . . . - : . • , „ , , , „ „ , ,-,.„,„ „ r , v i „ r . , , „ , o l l or pas f rom the leased premises: and ihe nine wh i le 

be ,-xiendcd v ' iu lc mid so long as Lessee is pieveiueci by any soon cause trom conduct ing o.uln.g o. » o v ( .ua . , 

see is SO ptevented shall nol be counted against Lessee, anyl inng in ihis lease to ihe conl ta iy noiwini i i ianoin 

I N W I T N E S S W H E R E O F , t i n s i n S L u i r s e m .s e x e c u t e d oa i l ie da te l i r s i i=bov t w n c i e n . 
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Recommendeo e 
C o u n c i l o f P e t r o l e u r r , 

h x S l f i b l U S O I , T U L U 7 „ , o i A c c o u n l o n t s S o c i e t y * o i 
N c : O A.-n er (•: c-

p 

E X H I B I T 

A t t a c h e d to ar.:: m s u o .., oar ; n; . Oi.V.P-.. •: . r a ' . ^ ^ ^ 

.cisced December .1, 20 1.0 between Yates Petroleum" Corporation 

.as..Opera Limited Partnership, 

et a l , as Non-Operators 

A C C O U N T I N G P R O C E D L J R E . 

J O I N T O P E R A T I O N S 

1. GENERAL PROVISIONS 

1. D e f i n i t i o n s 

" j o i n t P r o p e r t y " s h a l l m e a n the i ea i and persona ! p r o p e r t y sub jec t io ihe a g r e e m e n t lo w h i c h i h i s A c c o u n t i n g 
P r o c e d u r e is a t t a c h e d 

" J o i n t O p e r a t i o n s " s h a l l m e a n a i ! o p e r a t i o n s necessary or p r o p e r for Cie d e v e l o p m e n t , o p e r a t i o n , p r o t e c t i o n a n d 
m a i n t e n a n c e of the J o i n t P n > p e n v 

' J o i n t A c c o u n t " s h a l l m e a n d e accoun t s h o w i n g ihe charges paici and c r e d i t ; r e c e i v e d m the c o n d u c t o f t he j o i n ; 
O p e r a t i o n s a n d w h i c h are to oe sha red by ihe Par t ies . 

" O p e r a t o r " s h a h m e a n Cie pan ; , ' d e s i g n a t e d to conduc t ihe J o i n t O p e r a t i o n s . 

• • N o n - O p e r a t o r s " sha i i m e a n ihe p a n i e s to ih is a g r e e m e n t o the r than ihe O n e i ' s r c r 

" P a n i e s " s h a l l m e a n O p e r a t e : ' and N o n - O p e r a t o r s 

" F i r s t . L e v e l S u p e r v i s o r s " sha i i mean those emp loyees whose p r i m a r y r u n c u o n ; n J o m i O D e r a t i o n * n c ' - ^ - c 
s u p e r v i s i o n o; o t h e r e m p l o y e - : ; a n i :-: i c n m labor di rec t i y e m p l o y e d on i ne Jo i n ; P r o o e n v , n a ideld o o e r a t -
i n g c a p a c i t y , 

" T e c h n i c a l E m p l o y e e s ' s i . w ! rPe.iP those e m g i o w e w h s : ma spec ia l an-:: spec i f i c e n g i n e e : i n g , g e o l o g i c a l or o t h e r 
p r o f e s s i o n a l s k i i i s a m i v. h o f r s r n n w e i u m t i c n m J o n ; O p e r a t i o n s is :he r i a n d h n g oi s p e c i f i c o p e r a t i n s c o n d i 
t i o n s a n d p r o b l e m s for the b e n e i i t pi the J o i n : P r o p e r t y 

" P e r s o n a ! E x p e n s e s " sha l l trie:-.,- i n c . e i r.nd - t i t e : r-:asor.ai:-;e r e i m b u r s a b l e expenses of O p e r a t o r ' s em io iovees 

" M a t e r i a ! " s h a l l m e a n p = r ; o . -: p p p . - n y eo.. . : . P .er.: o: Suppl ies a c q u i r e d or Peic to ; use on the J o i n t P r o p e r t y . 

' C o n t r o l l a b l e i v i a t e n a ! " s h a l . p e n O . n e n a i w i th .h at t h - t irr ie if. so c iassi ided m the f - i a i e n a i C l a s s i f i c a t i o n M a n u a l 

as m o s t r e c e n t l y r e c o m m e n c e d hy ;:s•; c l o u n c i ! o: P e i r o l e u m A c c o u n t a n i s Soc ie t ies of N o r t h A m e r i c a 

2. S ta l e n i e n t and B i l l i n g s 

O p e r a t o r s h a l l b i l l N o n - O p e ; a m i ; SP or b e t o n the n s t day of eacn m o n t h for t h e i r p r o p o r t i o n a t e s h a r e of t h e 

j o i n t .Accoun t fo r f i le p r e c e d i n g m o n t h . Sue!"; h ; i ! ; w i l l be a c c o m p a n i e d by s t a t e m e n t s w h i c h i d e n t i f y tne a u t h o r -

it •.' f o r e x p e n d i t u r e , lease or f a e i i i i y and ah c h a n e s and c red i t s , sum rna r i::ed by a p p r o p r i a t e c l a s s i f i c a t i o n s of i n 

v e s t m e n t a n d e x p e n s e e x c e p t t n a ; i t ems of C e n t ; p l iab le M a t e r i a ! ar id u n u s u a l c h a r g e s and c r e d i t s s n a i l ne s e p 

a ra te ! ' . ' i d e n t i f i e d and f u l l y d e s c r i b e d m de ta i l 

3. A d v a n c e s a n d P a y m e n t s by N o n - O p e r a t o r s 

U n l e s s o l he rv . ' i se o ron -Oed tor m the a g r e e m e n t , the O p e r a t o r may r e q u i r e rhe N O P . - O p e r a t o r s to a d v a n c e t h a i -

s h a r e o f e s t i m a t e d oasis o u t l a y for rise succeeoimg m o n t h ' s o p e r a t i o n . O p e r a t o r sha l l a d j u s t each m o n t h l y b i l l i n g 

to r e f l e c t a d v a n c e s r e c e i v e d f r o m the N o n - O p e r a t o r s 

E a c h N o n - O o e r a i o v s h a l l pay i ts p r o p o r t i o n of a:! ob is w p h m f i f t e e n (1 a 1 days a f t e r r e c e i p ; . i f p a y m e n t is no t 

m a d e w i t h i n s u c h t i m e , t h e ' u n o a i c i ba lance sha l l bear i n te res t m o n t h l y at the ra te of t w e l v e p e r c e n t ( 1 2 % ) pe r 

a n n u m or the m a x i m u m c o n t r a c t rate p e r m i t t e d by the a p p l i c a b l e u s u r y l aws in the s l a te in w h i c h t h e J o i n t 

P r o o e r t v is l o c a t e d , w h i c h e v e r is the lesser p lus a t t o r n e y ' s fees. c o u n . c o s t s , and o t n e r costs m c o n n e c t i o n w u n 

the c o l l e c t i o n of u n p a i d amoun t ; - . 

4. A d j u s t m e n t s 

P a y - e m of a n v soon m i l s sha l l n m P r e j u d i c e the r i g h t of any N o n - O p e r a t o r to p ro tes t or q u e s t i o n the c o r r e c t -

n , s ' t h e r e o t ; o r o v i d e d , h o w e v e r , ah n i l s a m s ta temen ts r e n d e r e d to, N o n - O p e r a t o r s oy O p e - - ' a u r : n g a n y 
, . -t . -ee. i r re, - n m - ano co r rec t a t t e r t w e n t y - - o u r m p ) m u n u i S ; o ! lo- a . 11 g 

c a ! e n a S ! " y S a r 3 r i a ! ! ' - T ^ C C C ' : : ; : : : . ' ; - | : . : - T ; ; ; i e in • w e n t v - i ' o u r O n month , oenoc l a N o n - O p e r a t o r t a k e s 

^ 6 n c 0 1 ^ S U T , ^ ^ ^ C ^ r ^ / ^ V n U V ^ t o r f o r a d j u s t m e n t N o ' a d j u s t m e n t f a v o r a b l e to O p e r a t o r s n a i l 
w r i t t e n e x c e p t i o n o , - ; - ' - , c ,,.o,.p... . , ^ . h l S o a ! - a g r a P h s h a l l no t p r e v e n t 
^ m a d e un less It is m a o e w ; i : : m ^ " > f ' ; ;= — • — a £ D r o , , d e d f o r i n S e c l . ; 0 , V 

' a d j u s t m e n t s r e s u l t i n g t r o m a :• •• - -• 

5 A U C U l S . , , - , - , , - w c r - v i en c i h w N o n - O o e r a t o r s . sna i l it ave the r i g h t to a u a n Op-e-
N o n - O p e r a t o r , u p o n no t i ce in ,- , m '; f p p " ; ^ n ; f r O 5 1 V , , - ? , e , a S ! - v e a r w i t h m tne t w e n t y - f o u r ( 2 4 ) m o r . t r , 

r a t e r ' s a c c o u n t s and reco ros n d f a n v , v ie . m i. - - - ; ; ' — ' ' ; ' . . ; . , , , s , a p , m S p a ! l not ex tern : : m e 

p e r i o d f o l l o w i n g tne encl o i s , n h - t a N - m m ' p ' ) ; j ^ . J Q [ a c , ; o u i , l 5 ^ m - e v n i - e o fo r m P a r a g r a p h e of t m ; 

u m e fo r the t a k i n g o: w n t t e n en tepe iu i i - . ^ v . - i . - ^ - O - . ^ ^ ^ ^ ^ m a k e e v e r y peasonao le e n o n to 

S e c t i o n 1. W h e r e there- are n n or , - s , . , h . r ; , i n i m u m ,n i n c o n v e n i e n c e to tne u p m n -

c o n d u c i i o i n i or s t m u H a n e o , : f - f a ^ ••• <•• - — y _ " ' ; ; - . " „ , r u ! . i . , c ! u n d , , th is p a r a g r a p h un less a g r e e o 

i o i O p e r a t o r sha l l pea: 

to b y t h e O p e r a t o r . 

fi Approval by Non-Operators i l v n l , i ! i i v reautred unoer other sec-

W h < r e a „ aepro'W or o P , = « t e , r ! y v oi l i i p ^ i i , 

i'h, "agreement or approval oi ? rn;:ontv to mtem: o: 
contrar; P - t s .onsTa regard thereto Operator sn = i, , n , a a ; o r 7 , a „ b e c o n l r o l l i n g on 

t o r s . 



Cl 
II DIRECT CHARGES 

O p e r a t o r s h a l l c h a r g e the J o n ; A c c o u n t w i t h the f o l l o w i n g i t e m s : 

1. R e n t a l s a n d R o y a l t i e s 

L e a s e r e n t a l s and r o y a l t i e s pa id be O p e r a t o r tor the J o i n t O p e r a t i o n s . 

2. L a b o r 

A s i ) S a l a r i e s ano wages ot O p e r a t o r ' : : h o w emp loyees d i r e c t l y e m p l o y e d on the J o i n t P r o p e r t y in i h e c o n d u c t 
oi ' J o i n t O p e r a t i o n ; 

( e i S a l a r i e s of F i r s t L e v e l So pw p p sore m the f i e ld 

i..:.) S a l a r i e s a n d wages o: T e c h n i c a l E n p o e e d i r e c t l y e m p l o y e d on trie J o i n t P r o p e r t y i f such c h a r g e s a r e 
e x c l u d e d f r o m the O v e r r e a J . ; ates 

3 O p e r a t o r ' s cost of h o l i d a y w.w m m ; ; e k r , e ; s and m s a o i k t y b e n e f i t s and o t h e r c u s t o m a r y a l l o w a n c e s p a i d to 
e m p l o y e e s w h o s e sa la r ies aw:: p a w n , m e cha rged : : ie tc the J o i n ; A c c o u n t u n d e r P a r a g r a p h 2A of t h i s S e c t i o n 
l l S u c h costs u n d e r tr ip, p u a g r a p n JE r ; m :te epsngeo on a " a S i r and as pa id b a s i s " or by " p e r c e n t a g e a s 
s e s s m e n t " on the antoupp r , a s w . p and wages c h a r g e a h i c to the J o i n t A c c o u n t o n c e r P a r a g r a p h 2A c f t h i s 
S e c t i o n 1! i f p m c e n t age a m - e m m v ..-.ed d;e :a te shun be based on tins O p e r a t o r ' s cost e x p e r i e n c e 

o E x p e n d i t u r e s or e o n . : i b v ; e'p.. : ; ; . : .-. y u ! - v : , : : i p.. : , ;sessih:ents moose , : ! by' g o v e r n r n e n t a i a u t h o r i t y w h i c h a re 
a p p l i c a b l e to O p o s h p - •;• • ts on v w-anbt- tr the' w o t m p o u r d u n d e r P a r a g r a p h ; 2d. a n d 2E of t h i s S e c -
11 o n 1 i . 

id P e r s o n s ! Lxpe-vaes o: tpo:.e W p h P u ' ? r . d ^ f a r m e r and v.-ages sire c h a r g e a b l e to the J o m t A c c o u n t u n d e r 
P a r a g r a p h 2A of tia• ra S e c t i o n A 

3. E m p l o y e e B e n e f i t s 

O p e r a t o r ' s c u r r e n t c o s t ; of es ta ishsne: : p lans fo r e m p l o y e e s ' g r o u p i i f e i n s u r a n c e , h o s p i t a l i z a t i o n , o e n s i o n , r e 
t i r e m e n t , Stock p u r c h a s e , t h r i f i . bonus , and o the r bene f i t p lans of a l i k e n a t u r e , a o o l i c a b l e rc O o e r a c o r ' s l a b o r 
cost c h a r g e a b l e to the J o i n t A c c o u n t u n d e r P a r a g r a p h s 2A a , - , f j 2B of th is Sec t i on E s h a l l oe O o e r a t o r ' s a c t u a l 
cos t n o t to exceed t w e n t y per cen t ( 2 0 % ) . 

•1 • M fi i e r i a 1 

M a t e r i a l p u r c h a s e d or f u r n i s h e d by O p e r a t o r for use on the J o i n t P r o p e r t y as p r o v i d e d u n d e r S e c t i o n I V . O n l y 

sue hi M a t e r i a l s h a l l be p u r c h a s e d for or t r a n s f e r r e d to the J o i n t P r o p e r t y as m a y be r e q u i r e d fo r i m m e d i a t e use 

a n d is r e a s o n a b l y p r a c t i c a l aod cons ts ten t -with e f f i c i e n t and e c o n o m i c a l o p e r a t i o n s . T h e a c c u m u l a t i o n o f s u r 

p l u s s t o c k s s h a l l be a v o i d e d . 

5. T r a n s p o r t a t i o n 

T r a n s p o r t a t i o n of e n i p i o y e e s and M a t e : - a ; necessary for the J o i n t O p e r a t i o n s b u t s u b j e c t to the f o l l o w i n g i i r n i l a -

11 o n s 

A I f M a t e r i a ! is m o v e d to the J o i n t P r o p e r t y f r o m tite O p e r a t o r ' s w a r e h o u s e or o t h e r p r o p e r t i e s , no c h a r g e s h a l l 

h m a d e to the J o i n t Aecou.n i tor a d i s tance g rea te r than the d i s tance f r o m the nea res t r e l i a b l e s u p p l y ' s t o r e , 

r e o o a i w s e d b a r a e t e r m i n a l . r f r v a : r e c e v d n g po in t w h e r e hke m a t e r i a l is n o r m a l l y a v a i l a b l e , un less a g r e e d 

if: the P a r t . e s 

r f y ia i ' - r i a i r- m o v e u :: r w t u y p . : .. • .w.nei.ome ,,r o r i e i s to rage p o i n t , nc c h a r g e s h a l l be m a d e to t h e 
n i u u p-a •. w w a i e " . a eWef d i ,pf 'tat P p: t .;• h c •-.< ia, the m a t e s r c k a b i c s u p p l y s to re , r e c o g n i z e d b a r g e 

, / • .uf ieW .:.•::•--..: fv hp- i he Par t i es A o c h a r g e sna i l be m a d e to t i te J o i n t A c -

..... u ; p . , p r -nc 'pg ipg P O p e r a t o r , un less ag reed to by the P a r t i e s 

. .... .... - a p y -.;.. p... i h e i e shai i be no e q u a l i z a t i o n of a c t u a l gross t r u c k i n g cost 

1 i s u I 
J . . .rn. d. oco u it f fo: a oi 

e r ns in a 1. o t r a i l ••.•.•ay : p 
c 'a..,r.; for m o v ma id aie 

! p. the a p p l i e s d o n on h u up,.-.: ag: .. ; : . i . . • 
c i 2200 or less e m i m ! . m : .:a • d : . 

:•(•: r v i r es 

i 'he uost of c o n t r a c t se rv i ces eoh..pn'.ent 
: a : d , a : a r i l S of S e c t i o n if m a e a i w m p ' h 

i ced by ou ts tde sources, e x c e p t se rv i ces e x c l u d e d by 

t j . The cost of p r o f e s s i o n a l c o n s u l t a n t se r v i ces a n d eo.n-

a u y j 0 p the Jo in t P r o p e r t y if such c h a r g e s are e x c l u d e d f r o m m e 

w u h a r . i Services 
: r C L S f r i ; i f : e £ . 0 1 ^ j V ' ^ . 1 3 : - ' ^ : ; : : ' : : . . ; . : : . . ? ; ^ ^ " ; ; ^ se'rv'ims c: : c o n t r a c t " s e r v e s of t e c h n i c a l p e r s o n n e l no t cil 
O v e i h e a d tm.es i tw c u , . '• y A ' ^ . M . ' . , , a . A c c o u n t un less p r e v i o u s l y a g r e e d to b y 
: e a A e n g a g e d on ihe m m t f A ' c o e m m a i l m i he cha rged to the 

tne P a r t i e s 

E q u i p m e n t a n d F a c i l i t i e s F u r n i s h e d by O p e r a t o r t „ , : l i . i p . „ . r e ; e s c o m -
, . ,-,f p n p i e i o r o w n e d e o u i D m e n i ano f a c i l i t i e s cr m w s L U ., 

A O p e r a t o r s h a l l c h a r g e the j o i n t w p o . , 1 , 1 , , , ^ . O K . O. n - i a m i e n a n c e , r e p a i r s , o m e r 

n m i s a r a t e w i t h costs ot o w n e r s m p and o p e i ' m m . . , . . m ^ ^ w e x c e e d e i g h l p e i . t ( 8 % ) 

o p e r a t i n g e x p e n s e , i n s u r a n c e , ta pes, m p , m ^ ^ c u r , . e n t ! y p r e v a i l i n g in t he i m m e d i a t e a r e a 

oe r a n n u m . S u c h ra tes sha l l nu,. m m w -
of the J o i n t P r o p e r t y . c o m m e r c i a l r a tes p r e v a i l i n g i n 

B i n , i eu of c h a r g e s in 9 ™ * ^ ^ ™ y e lec t ro use r a t e s 

i h e i m m e d i a t e area ot ^ ^ ^ o i m m m w ; / Q c i o „ 

P u b l i s h e d by the P e i r o l e u m M u m , , v ; , n m 

8, D a m a g e s a n d Losses io . l o rn : P r o p e r t y . p l a c e m e n l o f J o l n t P r o p e r t y m a d e necessa ry because o f d a m 

- - 2 d - i b M < : O M % 
ages or losses m e n 

g ross n e g l i g e n c e or A \ = , ' V ' r e p o r t t he reo f has bee. 

rec 
q a s ' s o o n as P r a c t i c a b l e alder a reoo : 

f l o o : J ' " " n a a w m r sha l l f u r n i s h N o n - O p e r a t o r w r i t t e n no t i ce 
^OPCiuoi u ! ; • r e c e ! V e d b y O p e r a t o r . 

. . : . , 1 , , , iitifstm or ciamm c!,;cnarg,n8 of hens Payment of judgments 

Fxoense oi handl.P.g, investigating am. ^ 0 i resu!ftng from operamis mdw^ , „ ^ ^ 

m b a m o u n t s pa. t i for s e A A m e n i " ! • • • ^ ^ n 0 c h a r g e ic — ; e s A i i o t h e r l e g a l 

n e c e s s a r y to p r o t e c t o; r e c r . m , • • • ̂  p r e m o u s y a g r m u . ^ w ,Q ^ ^ { Q o y l n e 

0 ( . v f S „ r e x p e n s e of o v t s m e . i , m m - . , ; •• • ^ ^ . . 4 r , ; . 0 v i S i u n s oi i - l vh . . . 

m p e n s e is c o n s i d e r e d to oc- m . a w . ; ; J 1 ' ^ p 

P a r t i e s , e x c e p t as p r d w o e r . a. 



0 T a x e s 

A M t a x e s ot ever;.- d e c : at--.! p a c e - - a.e esses: et lev aid upon of it: c e - m e e t e m e u r ; tr ie J o m t P r o p e r t y , t he o p e r a 
t i c I'I thereof ' , or foe p roduc ! . . ox f : : - : d ; c . ant: v. d:Ch taxes have heed pa id by the O p e r a t o r fo r t he b e n e f i t o f t h e 
Pa : t :es 

1 , I itsi.t r ancc 

w e t p r e m i u m s p a i d fo r i n s u r a n c e i n s u l t e d to ce c a r r i e d for the J o . r u O p e r a t i o n s fo r tne p r o t e c t i o n o f t ne P a r 
t ies i n the e v e n t J o i n ; O p e r a t i o n s at e c o n d u c e : : u: a state m w h i c h O p e r a t o r m a y act as s d l f - i n s u r e r f o r " V c - r k -
m e n ' s C o m p e n s a t i o n and oi E m p l o y e r s E i a o i h t v ur ider tne respec t i ve s ta te 's laves. O p e r a t o r m a y , at i ts e l e c t i o n , 
i n c l u d e the r i s k u n d e r i ts se! f -1 ns u ra nee p r o g r a m and in tha t even t , O p e r a i o r sna i l i n c l u d e a c h a r g e at O p e r a t o r ' s 
cost no t to exceed r n a n u a i ra tes. 

I 2, Other Expenditures 

Any other expendi ture not covered or dealt w i th in the foregoing provisions of this Section I I , or m Section I I I , 
and wh ich is incurred by tne Operator :n file necessary arid proper conduct of ihe Joint Operat ions. 

Hi. OVERHEAD 

I. O v e r h e a d - D r i l l i n g a n d P r o d u c i n g O p e r a t i o n s 

i s c o m p e n s a t i o n for ac! rn i n is t ra f: ve. s u p e r v i s i o n , o f f i ce serv ices and w a r e h o u s i n g costs, O p e r a t o r s h a l l c h a r g e 
d r i l l i n g a n d p r o d u c i n g operatpof is e i tne t 

i F ; x ec i t e d e e i-'a : a a ra p n 1 A .ft i 

f ) P e r c e n t a g e Basis Pa: •_ a : a ph i f f 

U n l e s s o t h e r w i s e a g e e d ta cy t n - Pa r t i es , sired cna rge sha l l be m beu Of costs arid e x p e n s e s of a ! ! o f f i c e s 
a n d s a l a r i e s or wages p,us a r p w h d h e P U P . A P S anci ex p-eises of af! pe i so n ri e!. e x c e p t those d i r e c t l y c h a r g e a b l e 
ur. i f lci P a r a g r a p h 2.-2. S e c . o n 1! Tne c c e . d e.-fpen.e o: serv ices f r o m o u t s i d e sources m c o n n e c t i o n w i t h 
m a t t e r s of t a x a d o c , f c u d o . : , a. •....: t. n g -.-: n . a t ' c - r e c e c i r e o i v w g go ve rn m e n ta ! agenc ies s h a l l be c o n s i d e r e d 
as i n c l u d e d m t i te O v e i nee .! e c e c c r c s o fit: n: tne a h-o c- i r se lec ted P a r a g r a p h of f ins S e c t i o n l i t un less s u c h 
cost a n d e x p e n s e are s c r e w : :• c- tr.e P a r t e s as a d e e e ...barge to the J o i n t a-.eeound 

One sa la r i es wages ana i--.-:•'.- na . b x o e n . :cc • ; " f - fcnnicai Emp loyees and.-'or the cost of p r o f e s s i o n a l c o n s u l t a n t 

s e i c c e s ar id c c n t e y -dev . e s c - C h C c d : r- c i-A - .h fec i ly emfA-fceci on the J o m t P r o p e r l y s isa l ! f ) s isa l ! 

nut i ) be c o v e ea :.-y t i t- - 'w-- c---a .: : ..hate 

Owe ; head - F i x e d Pa te E s s e 

f ! ) O p e r a t o r sha l l c i v e g e the J e - c i . h c c - u n i af :he f o i l c x - m g rates per w e l l iter m o n t h : 

D r i l l i n g dee! I Rate : l A l r f c J2iA..__ _____ 

P r o d u c , t t g f V c i Rate i 2 . d 2 l : j X : 

i 2) A p p l i c a t i o n of O v e r h e a d - r i x e c i Rate Basis sha l l ite as f o l l o w s : 

( a ) D r i l l i n g dee!; Rate 

[ 1 ] C h a r p e s fo r o n s n o r e ohh i img w e l l s snai l beg in on the oa te tne w e l l is s p u d d e d a n d t e r m i n a t e on 

the chafe the d r d h n c or c o m p l e t i o n r ig is re leased, w h i c h e v e r is l a t e r , e x c e p t t h a t no c h a r g e s h a l l 

be m a d e d u r i n g suspens ion of d r i l l i n g o p e r a t i o n s for f i f t e e n ( i s ) or m o r e c o n s e c u t i v e d a y s . 

[ 2 1 C h a r e c tor o f t s h o r e d r i l l i n g w e l l s sha l l beg in on the da te w h e n d r i l l i n g or c o m p l e t i o n e q u i p m e n t 

' a i v - c p s on lor -anon and t e r m i n a t e on the date the d r i l l i n g or c o m p l e t i o n e q u i p m e n t m o v e s o n l o c a 

t i o n o r r c is r e l e a s e e w h i c h e v e r occurs f i r s t , e x c e p t t h a t no c h a r g e s h a l l be m a d e d u r i n g s u s p e c 

s ion of d r i l l i n g oDera t tons for f i f t e e n ( i o ) or m o r e c o n s e c u t i v e clays 

r 31 C i e — P-„- r v c u u n d e r g o i n g anv type of workov-e r or r e c o m p l e t i o n fo r a p e r i o d of A v e ( 5 ) c o n -
L 1 t e c ; davs or" m o r e s n O I he m a c e a i ihe d r i l l i n g e-ei i r a l e . S u c h c h a r g e s sha , oe a: p l e d m 

. '.- , . - , . a . r a , , - - u apc-i-.s w h h r i g c o m m e i e e t n r o u g h da te Oi I d e a s , e . c e p i 

Z ^ , : : : : ^ o p e r a t i o n s for f i f t e e n ( 1 5 ) « m o r e c o n s e c u t i v e 

ci a v s. 

( b J P r 0 d u C ' " g W e i i R a l " . , . : . , tr,- er,-.- n o i d i c c of iiae m o n t h s h a l l be c o n s i d e r e d 
f 1 1 2-.n a c t c e w e d c i 

p r o d u c e d or i c e c i e d in to f c any o o r t i f 

a o n e - w e l l As a c  me moi l t l . 
. .,..,...1 . „ . , . , n . . . e , -h o r o c i u c t i o n is no t c o m m i n g l e d coven 

[ 2 ] ^ a c t i v e c o m p l e t i o n n a m e , - - - - / ^ ^ C m , p s ' each c o m p l e t i o n is c o n s i d e r e d a s e p a r a t e 

c-!e shah r e son 
.-eu uv dee s c - e c a e h f " 1 ^ - a c n e it 

. • c i , . . - •••' m i r c i e - ' e r to t a k e t h e p r o d u c -

C r , a . a a a a , a a , . a f e g o r ; p P P T d f l p c o n n . c . O .e c a -

i i o n sha l l oe c o c d d e f -.-.:• .c •• - = • 

m a n e e . s a l e . 'Cd-d ^ . . ^ ^ o ^ e . e o p e r a t i o n s 
, ., . a i ,-, a, a, f h l a '•'•• c u t e u l - i; s •• e - -

C i ] A o n e - v . e h - . n a e e P afP- oe e a . h : -' -
are c o m p l e t e r : cc any w e n _ c n . . p ; . a a tyr u n i t a i l o w a o l e , 

C r i . P .-a ^ y ^ ^ 

: : : : . , . : , a : . . i u e - i ^ ^ ^ ^ — j a i s o i t h e 

13) The wel ! fates 
agreement to 
p ly ing the raio c 

p r ^ d i n ; l a r r o w n oy the ^ - ^ u ^ ^ ^ ' D e p a r t m e n l cd Labor B - ^ ^ . . ^ s h a U b e 

, , , - . ; . . - . . „ ,.c l a i i i r i eneu oy ma ce--- 1 -- ' _ .. ,,._ ,„,._w ac a pnhcdu i fc r-1^ 

doom and Gas P r o d u c t s - u , J v ; , n i o f C r u d e Petro leum aim, - - - ' o r l h e 

i shown oy the mee t ° ; ' " ' i ; " - " n ^ r t m e n t of Labor, S u t e a , ^ , h a U b e 

uon Workers as published by ™ siatisiics Canada, as applies 
equivalent Canadian moes: ar ^ c ( m p u l e d adjustment, 
t he ra tes c u r r e n t l y tn use. p e w c 



B O v e r h e a d - P e r c e n t a g e Basts 

t 1) O p e r a t o r s h a l l c h a r g e the J o m t A c c o u n t at the f o l l o w i n g ra tes : 

( a ) D e v e l o p m e n t 

— — P a t e n t t A ) of the cost of D e v e l o p m e n t of the J o i n t P r o o e r t v e x c l u s i v e of oow Lc 
p i o v i u e o u n a e r P a r a g r a p h y c i Sec t ion 11 and a i l sa lvage c r e d i t s . 

( b ) O p e r a t i n g 

J e r c e n t i A. ) c f c o i u 0 ! ' ° P e : ' 5 l i R s l h e J o i n t P r o p e r t y e x c l u s i v e of cos ls n - m v i d e d 
" O ; 0 , : ; ; i : g r ; ; p i i i ! ^ ^ t i o n - - ^ S * c red i t s , the v a l u e of i n j e c t e d s u b s t a n c e s p u r c h a s e d 

, J ' d ' r ! - ' - : : L - f - ' - ; - h s o ah taxes ano assessments w h i c h are l e v i e d , assessed a n d n a i d u o o n the m i n 
e r a l i n t e r e s t in ana to the J m n t P r o p e r t y ' ' 

! 2) A p p l i c a t i o n of O v e r h e a d • Pe rcen tage Basis sha l l he as f o l l o w s -
F ^ ^ r . ; . U r " ° " ° ( ? * ) * " " - > " " i — : m e S on a pe rcen tage oasis u n d e r P a r a g r a p h I B of th i s S e c t i o n I I I d e -
u o n s U v - - " . - , - ' I ' - " - : ' j : ' : - ^ ' - ' v r - " : : n - ' : ' : * S - w o r t h i n g , d e e p e n i n g or a n y r e m e d i a l o o e r a -

, - ^ c - ^ a . ! ' . " , " ' 0 V . ' S " •-• " F ^ m y c r e w a p e q u i p m e n i . a lso, p r e l i m i n a r y e x p e n d i t u r e s 

p U d w .- - ^ - T " J i • : : ' : , ' r , ? ; - ; / ; : - ^ n 0 i i l i ; ^ ' a b a n d o n i n g w h e n the w e l l is no t c o m -
assets U P m w w G Z . Z . ' Z ^; . " " t a l U t .on of f i x e o assets, tne e x p a n s i o n of f i x e d 
r x S e a . r , n e f- . 0 J'... J y - . , . " . ' - ->-ec; a rsep exceo t m a j o r C o n s t r u c t i o n as d e , . n e d in 
' - " w - - , . . : - v: n e r . .;. I - W e : -hs-ws shah ne co r . s ide ted as O p e r a t i n g . 

O v e r h e a d - M a j o r C o n s t r u c t i o n 

T o c o m p e n s a t e O p e r a i o r for mre : r.e.,d -..:-s:s .mp.wred in ;h 
V 'I I. l i e : P I 0 j , 

- ^ - . - - ^ — a --• . . ' I [ [ • ' : I | d i : d : 

C h w w e m n l o r y a - -, •" C • P • " ' i ! : i ' . : ~ ! ' ; y- : hego t w i e a r a t e or to, to tne b e g i n n i n g of c o n s t r u c t i o n , o r s h a l l 

o f i l l l £ M _ V f l ( L • ' • • • ' : : - ! " ^ ; ° : i 0 : i 0 V ' ' n - f 0 ' - ^ ' C o n s t r u c t i o n p r o t e c t m excess 

are more than $ J l ^ I J A l I . J j 0 hu t less t h a n * OClLL <"> 0 fl_. n n_ 
,w u i uri.ai costs m excess ot S 1 0 0 . 0 0 0 

^ % oi t o ta l costs in excess ot S. i .000.000. 

T m a [ C ° S ; S h a U m e a > \ ^ ot any one p r o j e c t . For the pu rpose of th is p a r a g r a p h , the c o m p e r e - , „ r t s 

o i a s i n g l e p r o j e c t s n a i l not be t r e a t e d s e p a r a t e l y and the cost of d r i l l i n g and w o r k o v e r w e l l s s n a i l be e x c l u d e d 

A m e n d m e n t of Ra les 

T h e O v e r h e a d ra tes p r o v i d e d fo r m th is Sec t i on 10 may be a m e n d e d f r o m t i m e to t i m e o n l v bv m u t u a l a g r e e m e n t 
b e t w e e n i h e P a r t i e s h e r e t o if, m p r a c t i c e , i he rates are f o u n d to be i n s u f f i c i e n t or excess i ve . 

p e n s i o n cn C---W-1 ; i V : _ t c -.,.-: - o n s l i w e i i o n and i n s t a l l a t i o n of i dxed assets, t ne e x -

U . ' a t . c n o f the ^ P ^ C o i i i : " • • ^ C ^ . . ^ ^ a S S * 1 . £ ' ^ ! r e d ^ i h a d e v e l o p m e n t a n d 

—5 _% o i t o ta l costs f u w r . ,-, 
c -> ~ • - w ma.c.wc,u.M.! ou t less t h a n d JJ_LLL» LLUJJ 'J t j - D | U S 

b ~ % 0 i i 0 l s l C 0 S i - o x c - s of $ | Q 0 , Q , P j L i ) Q out less t han S i , 0 0 0 , 0 0 0 ; talus ' 

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS 

O p e r a t o r is r e s p o n s i b l e fo r J o i n t . - i c c o n i t M a t e r i a ! and sha l l make p r o p e r and t i m e l y c h a r g e s a n d c r e d i t s f o r a l ! m a 
t e r i a l m o v e m e n t s a f f e c t i n g the J o i n t P r o p e r t y O p e r a t o r sha l l p r o v i d e a l i M a t e r i a l fo r use on the J o i n t P r o p e r t w h o w 
e v e r , at O p e r a t o r s o p t i o n , such M a t e r i a l may ice s u p p l i e d icy the N o n - O p e r a t o r . O p e r a t o r sha l l m a k e t i m e l y d i s p o s i t i o n 
o i u.iie anc iyo r s u r p l u s M a t e r i a l , sue:-: eds p-. sa I be ing maue e i the i t r n o u g h sale to O p e r a t o r or N o n - O p e r a to r , d i v i s i o n i n 
k i n d , r,c ta le to o u t s i d e r s O p e r a t e ; m a " , . . p .has - it ut sna i l he u n d e r no o b l i g a t i o n to p u r c h a s e , i n t e r e s t of N o n - O p e r a -
t o w ;n s u r p l u s c o n d i t i o n A or £ i'da t •••:..:. Jdw d isposa l of s u rp has Coo t ro I ia hie M a t e r i a ! not p u r c h a s e d by the O p e r a 
i o r s n a d oe a g r e e d to hp. m e Fa r t . es 

1 P uj ' c l i ase s 

M a t e r i a : p u r c h a s e d d i a l ; ite p p i c - p • p.- . e ;:-a...: uy 2. pe iaucr a r e ; eieciuctwm: ot a l l d i s c o u n t s ;ece;vec i i n case 

o i F i a i e w a ! f o u n d :.o Ire u - i •••• - : .pu.-e -.-enuea ;-..; -. rn. o t h e r reason, c r e d i t sha l l be passed to the J o i n t 

A i f . e im i wine it a a,. r t rm.-r.: ns- : • - . c ed : i n - v p e r a i o : 

2 T r a n s f e r s and D ispos i t ions) 

t-nishe-J to do- A w n i A - h . - d - w w p la te : .a! t i d - w e i r e d : r o m the J o i n t P r o p e r t y ' c r d i s p o s e d of by the 
r-. a te: i a i i u 

O ' p e r a i o r , un less o t h e r 

cou n t s ' 

A N e w Ivi a ve in a 1 i 0 o 

e p , : ; snai l oe o n ceci on the t o d o v m g oases e x c l u s i v e of cash eds-

™ - ^ ' 0 ' F M M ' d " d h h ^ 
i O j l l S j J d ; . d f " F h h d d . d : : - : o d „ » « : - , : = „ « » a e S W „ . . : « . ™ J o i n , P r . p . r , , 

me re such M a t e r i a ! is n o r m y l i v a v a h t i o i e 

m o v e m e n t , as l i s ted py a r u i u h l e .w ippn - - c . -

n l 3 l ! y s v a i ! 5 b ! e - . . . . . . , p r , , e d L , n r ! e i - p r 0 v i s i o n s of t u b u l a r goods p r i c i n g in P a r a -
( b l M o v e m e n t oi 30,000 p o u n d s or m o r e s h M , oe r . - o u.ww. .. 

g r a p h 2A f M of th is Sec t i on 1 v . m o v e m e n t , as l i s t e d by a r e l i a b l e 

( 3 ) O t h e r M a t e r i a l s n a i l b-e p r w e o - ^ - . / ^ r ^ ^ e s r r h e ' j o V n T Pr'op-ert^ -vbere such M a t e r i a ! is n o r m a l l y 

s u p p l y s to re or t o o i sin . v 

a v a i l a b l e . 

E Good Used Materia, (Condition B ^ ^ ^ ^ ^ ^ 

i v i a t e n a ! m s o u n d arm :wi - u-.e,u...... 

( A M a t e r i a l m o v e d to the J o m ; P r o p e r t y ^ a r ^ , , M bv P a r a g r a p h 2A of t h i s S e c t i o n I V . 
. . w ; re l .-,:' r i l IV e h i h e '••'. L f l K c , -1 -

O) At severu.y-dve per; com • - -
:. ;w- icurn. Property m M u a e l -nov,r l e w > - p s , o m „ t , Fe ,e 6 lU . IWe oi , h i S 

m p«™p- 's ' ' ' - ' - ' ' d ; d2: :2 ; : i ; C G « « I . ^ . I . " 
,; iviaietiai oeas .a Am. 
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(,ta) si. Si :•: iy-five percem cc A :: ec; rep; COP price, ss determined by Paragraph 2.A oi ihis Section 

iv, if ivjaiesia: v. as v, u . iva ;,; ;ne ..ice Account as gooo usee! Materia! a; seventy-five per

cent Pi a .'; co' cu r i eh . no -. o . iv. •: 

T h e cos! O! r e o o n d : i c n : rig . if c o , - r a i l i;.e er. so i ccc by tne 1 1 ' ; t a:' a r r i ;s g p r o p e r t y 

C O t h e r Usee! M a te : i a ! C o n c h c : : : !' -u;o ,'b i 

( ! ) C o n d i t i o n C 

M a t e r i a l v .dvcn is not ;, :.-..--.: nu. u vo.' v c r a b ; e c o n d i t i o n ano nor s u n s d ie tor us o r i g i n a l f u n c t i o n u n l i t 

a f t e r r e c o n d i t i o n i n g sna i l be pi.eoc; at P A y percen t f b 0 r " 0 ; of c u r r e n t n e w p r i c e as d e t e r m i n e d by P a r a 

g r a p h 2A of i b i s S e c t i o n A2 T h e cost o: r e c o n d i t i o n i n g sha l l be c h a r g e d io the r e c e i v i n g p r o p e r t y , p r o -

coded C o n d i t i o n C v a l u e p lus cost of : eooncmaoning does not exceed C o n d i t i o n 3 v a l u e , 

( 2 ) C o n d i t i o n D 

A l i o t h e r M a t e r i a l , m c i u c i m g j u n k , sna i l be p r i ced at a v a l u e c o m m e n s u r a t e w i t h i ts use or a; p r e v a i l i n g 

p r i ces . M a t e r i a ! no l onge r s u i t a b l e fo r i ts o r i g i n a l pu rpose bu t usab le fo r some- o t h e r p u r p o s e , s h a l l be 

p r i c e d on a basis c o m p a r a b l e w i t h t ha t of i t e m s n o r m a l l y usee! fo r such o t h e r p u r p o s e . O p e r a t o r m a y d i s 

pose of C o n d i t i o n D M a t e r i a ! u n d e r p rocedu res n o r m a l l y u t i l i z e d by the O p e r a t o r w i t h o u t p r i o r a p p r o v a l 

o f N o n - O p e r a t o r s . 

D O b s o l e t e M a t e r i a l 

M a t e r i a ! w h i c h is s e r v i c e a b l e and usab le for its o r i g i n a l f u n c t i o n bu t c o n d i t i o n a n d / o r v a l u e of s u c h M a t e r n a l 

is no t e q u i v a l e n t to t h a t w h i c h w o u l d j u s t i f y a p r i ce as p r o v i d e d above ma;,' be s p e c i a l l y p r i c e d as a g r e e d to b y 

ine P a r t i e s S u c h p r i ce shou !o . i -ecu it m the Join, i A c c o u n t be ing c h a r g e d w i t h the v a l u e of the s e r v i c e r e n 

d e r e d by such M a t e r i a ! 

E Pricing Conditions 

•A' 1 L o a d i n g and u n l o a d i n g t-:-st.. m a . be c n a i g e d m tne J o i n t A c c o u n t at the ra te of f i f t e e n cen ts f l o g ) pe r 
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a c t u a l h a u i i r . g co:: c: , when g o o d ; ,.;-. - W c r x c u n d e i p r o v i s i o n s of P a r a g r a p h a of S e c t i o n i i . 

ll 1 M a t e r i a ! O P - C V P C i d w . t . r u .d ia l . Or h . v f u : :.i a p p l i c a b l e p e r c e n t a g e of the c u r r e n t !-: n o c k e o - c iow n 

p r i c e of nev. M a t e " . a i 

P r e m i u m Pr i ces 

' n e t i.: n u s u a . .a . ses -. 

11: eel fv! a t e n .a ; a : the 

ui m o v i n g it 

ted pi-Cur because o: n a t i o n a l e m e r g e n c i e s , s t r i k e s 
tite 2 d . e t a i o r m a t Charge m e Jomd A c c o u n t f o r t h e 

•hdung such M a t e r i a l :n m a k m g if s u i t a b l e fo r use , 
d u g is i u r m s h o d to f -! 0 n - O pe r a t or s of the p r o p o s e d 

c a - C e o n o ; to b h b r e - i 'd tn- dp-.; . , ' . : . : . . n . 2 f :h-h:vd i2.,..u i ' ...n-O c c a toe shad nave the e igh t , by so c e c t i n g a n o 

n o u u - w g O p e r a t o r - w i n m :- ; a :.-u . . o n , . i - . e u . u . s c - t o e wc-m O p e r a t o r he f u r m s n m kmc! a l i or p a r t o: m s s h a r e 

of Such M a t e r i a ! s u i t a b l e w ; .-n-e - - ' - p c 

W a r r a n t y of M a t e r i a ! F u r n i s h e d hj- o p e : at'' 

i t e r does not w a r r a n t ;he r u m w o : e. case o: d e f e c t i v e M a t e r i a ! , c r e d i t s h a l l no t oe passed to t he 
t . '0 -e ;a tor Clots n c . ' • • s u u i i . u o . < : . . i . 
. l o c i A c c o u n t u n t i l ac i j us t rnen f i id f e s t m o e c e o by O p e r a t o r f r o m c e m a n u f a c t u r e r s or t n e i r a.genw 

V. I N V E N T O R I E S 

T h e O p e r a i o r s h a l l m a m t a m d e t a i l e d r e c c c i s o; C o n t r o l l a b l e M a t e r i a ! . 

1 P e r i o d i c I n v e n t o r i e s . N o t i c e and R e p r e s e n t a t i o n . . . . . 

e.i , S a S „ , W ! v int-a-W „ , „ „ « , . „ W l , >. W „ u . . ' ' o r ' ^ , J ; : t " ' l h ^ ^ C ^ ^ " ' ' " ^ 

» " « " ! " " " A " i t t « e n F 5 i i u i e of C o n - C r e i a l o ^ 

2. R e c o n c i l i a t i o n and A d j u s t m e n t of I n v e n t o r i e s . e s a n d s h o r t a g e s 

R e c o n c i l i a t i o n of a p h y s i c a l i n v e n t o r y ' - c t n the J c n t A c c o u n t sha l l _ * [ r i V e n t o r y a d -

s h a l l ^ f u r n i s h e d to the N o i i - O p e r a t o r s w i t m s o ^ e " a r , f s h o r t a g e s , b u t O p e r a t o r s h a l l be 

..^™nts -^.^ —2s ov. ' : : c : r m ^ ^nc* 
buricl a c c o u n t a b l e o n l y :or c j i v c - ' - ' - - •- " 

;•; S p e c i a l I n v e n t o r i e s . , , i : l l n e J o m t P r o p e r t y . i f sba 11 
. . -,--,...-:::wee ; h e r e o: anv sale oi C i A m S e c - ' - < - ' — n , - ; , . . p , - P S I t a k e s 

S o e c a l I n v e n t o r i e s t c - we u u v " ' ^ . . . . . . . P . . . . . , p . . . F . ; u U , c k ! v as ooss io le a t t e : m e u u u S i C , . .. -

be m e d u t y of the p a r t y S A I O O o t i M C - ; ; l ; / p ! / . ; ; h ^ 0 i u r n s d by such i n v e n t o r y , 
p i ece In such case ; bo in m e - .e f ic -.wv ver p.... ....... 

, F x p e n s c of C o n d u c i n g P c c c i i c 1 n c n u, r i es ^ ^ ^ a g ; . e . e d . c . b y t h e 

T h e e x p e n s e of c o n d u c i n g c 
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EXHIBIT "D 

Attached to and made a part of that certain Operating Agreement dated December 1. 2010. 
between Yates Petroleum Corporation, as Operator, and Sacramento Partners Limited 

Partnership, et al. as Non-Operators 

A D DI Tl O N A L IN S UR A N C E PRO VLSI O N S 

Operator, during the term of this agreement, shall carry insurance for the benefit and at 

the expense ofthe parties hereto, as follows: 

(A) Workmaivs Compensation Insurance as contemplated by the state in which 

operations will be conducted, and Employer's Liability Insurance with limits of trot less than 

$1,000,000.00 per employee. 

(B) Public Liability Insurance: 

Bodily Injury and Properly Damage - $1,000,000.00 single limit each occurrence. 

(C) Automobile Public Liability Insurance: 

Bodily Injury $500,000.00 each person. 

$1,000,000.00 each occurrence. 

Property Damage - $500,000.00 each accident. 

(or) 

Bodily Injury and Property Damage - $1,000,000.00 combined single limit. 

(D) Control of Well and Extra Expense -$ 10,000,000.00- Limit of Liability 

Except as authorized by this Exhibit A)". Operator shall not make any charge to the joint 

account for insurance premiums. Losses not covered by Operator's insurance (or by insurance 

required bv this acreernent to be carried for the benefit and at the expense ofthe parties hereto) 

shall be charged to the joint account. 



EXHIBIT "E 

Attached to and made a part of that certain Operating Agreement elated December 1. 2010, 
between Yates Peiroleum Corporation, as Operator, and Sacramento Partners Limited 

Partnership, et al, as Non-Operators 

GAS BALANCING AGREEMENT 

The parties to the Operating Agreement to which this agreement is attached own th 
working interest in the gas rights underlying the lands covered by such agreement (the "Contract 
Area") in accordance with the percentages of participation as set forth in Exhibit "A" to th 
Operating Agreement (the "participation percentage"). 

e 

e 

In accordance with the terms ofthe Operating Agreement, each party thereto has the right 
to take its share of gas produced from the Contract Area and market the same. In the event anv 
ofthe parties hereto collectively owning participation percentages of less than 50% are not at any 
time taking or marketing their share of gas or have contracted to see their share of gas produced 
from the contract Area to a purchaser which does not at any time while this agreement is in effect 
take the full share of gas attributable to the interest of such parties, this agreement shall 
automatically become effective upon the terms hereinafter set forth. 

During the period or periods when any parties hereto collectively owning 
participation percentages of less than 50% have no market for their share of gas produced from 
any proration unit within the Contract Area, or their purchaser does not take its full share of gas 
produced from such proration unit, other parties collectively owning participation percentages of 
more than 50% shall be entitled to produce each month 100% ofthe lesser of a) allowable gas 
production assigned to such proration unit by applicable state regulator}- authority or b) the 
delivery capacity ot gas trom such proration unil; provided, however, no party who does not 
have gas in place shall be entitled to take ur deliver to a purchaser gas production in excess of 
200% of the lesser of c) ils 'share ofthe volumes of gas capable of being delivered on a daily 
basis or d) its share of allowable gas production. All parties hereto shall share in and own the 
liquid hydrocarbons recovered from such gas by lease equipment in accordance with their 
respective interests and subject to the Operating Agreement to which this agreement is attached, 
but the party or parties taking such gas shall own all ofthe gas delivered to its or their purchaser. 

2. On a cumulative basis, each party not taking or marketing its full share ofthe gas 
produced shall be credited with gas in place equal to its full share ofthe gas produced under this 
agreement, less its share of gas used in lease operations, vented or lost, and less that portion such 
party took or delivered to its purchaser. The Operator will maintain a current account of gas 
balance between the parties and will furnish all parties hereto monthly statements showing the 
total quantity of gas produced, the amount used in lease operations, vented or lost, the total 
quantity of liquid hydrocarbons recovered therefrom, and the monthly and cumulative over and 
under account of each party. For US Federal Income Tax purposes, each party agrees to 
compute and report income to the Internal Revenue Service based on the quantity of gas taken 
for its account (the cumulative method) in accordance with the requirements of US Treasury-
Regulations Section 1.761-2(d)(3). 

3. Al all times while gas is produced from the Contract Area, each party hereto will 
make settlement with the respective royalty owners to whom they are each accountable, just as if 
each partv were taking or delivering to a purchaser its share, and us share only. Each party 
hereto agrees to hold each other party harmless from any and all claims for royalty payments 
asserted bv rovaltv owners to whom each party is accountable. The term "royalty owner'- shall 
include owners of royalty, overriding royalties, production payments and other similar interests. 

Each party producing and taking or delivering gas to its purchaser shall pay any and all 

production taxes due on such gas. 

4 \fter notice to the Operator, anv partv at any time may begin taking or delivering 
to its purchaser its foil share ofthe gas produced Irom a proration unit under which it has gas ,n 
place less such party's share of gas used in operations, vented or lost. In addition to sueh share 

ach party, including the Operator, until it has recovered jts gas m place and ba an c the 
account as to its interest, shall be entitled to take or deliver to its purchase! a sl a.e of gas 
Z ned bv nultipWina 50% of the interest in the current gas production of the party or 

Z t e ^ * gas in Place by a fraction, the numerator of which is the interest m the prorauon 



unit of such party with gas in place and the denominator of which is the total percentage interest 
in such proration unit of all parties with gas in place currently taking or delivering to a purchaser. 

5. Nothing herein shall be construed to deny any party the right, from time to time,, 
to produce and take or deliver to its purchaser its full share ofthe allowable gas production to 
meet the deliverability tests required by us purchaser, provided that said test should be 
reasonable in length, normally not to exceed 72 hours. 

6. If a proration unit ceases to produce gas and/or liquid hydrocarbons in paying 
quantities before the gas account is balanced, settlement will be made between the 
underproduced and overproduced parties. In making such settlement, the underproduced party or 
parties will be paid a sum of money by the overproduced party received, less applicable taxes 
theretofore paid, at the applicable price defined below for the delivery of a volume of gas equal 
to that for which settlement is made. For gas, the price of which is not regulated by federal, state 
or other governmental agencies, the price basis shall be the price received for the sale ofthe. gas. 
1-or gas, the price of which is subject to regulation by federal, state or other governmental 
authorities, the price basis shall be the rate collected, from time to time, which is not subject to 
possible refund, as provided by the Federal Energy Regulatory Commission or any other 
governmental authority, pursuant to final order or settlement applicable to the gas sold from such 
well, plus any additional collected amount which is not ultimately required to be refunded bv 
such authority, such additional collected amount to be accounted for at such time as final 
determination is made with respect hereto. 

7. Notwithstanding the provisions of «||6. it is expressly agreed that any 
underproduced party shall have the optional right, with respect to each proration unit, to receive 
a cash settlement bringing such underproduced party's gas account in to balance at any time and 
trom time to time prior to the final settlement, by first giving each overproduced party 90 davs' 
written notice of demand for cash settlement. If such option is so exercised, settlement shall be 
made (as of 7:00 o'clock A.fvl. on the first day ofthe calendar month following the date of such 
written demands) within 90 clays following the actual receipt of such written demands by the 
overproduced parties, in the same manner provided for in "|6. The option provided for in this 
paragraph may be exercised, from time lo time, but only one time in each calendar year. 

8. Nothing herein shall change or affect each party's obligation to pay its 
proportionate, share of all costs and liabilities incurred, as its share thereof is set forth in the 
Operating Agreement. 

9. This agreement shall constitute a separate agreement as to each proration unit 
approved by the applicable regulatory authority for a pool within the Contract Area, but such 
proration unit shall not include any producing horizon which is not within the vertical limits of 
said pool. This agreement shall remain m force and effect so long as the Operating Agreement to 
which it is attached remains in effect, and shall inure to the benefit of and be binding upon the 
parties hereto, their heirs, successors, legal representatives and assigns. 
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EXHIBIT "E" 

Attached to and made a part of that certain Operating Agreement dated December 1. 2010. 
between Yates Petroleum Corporation, as Operator, and Sacramento Partners Limited 

Partnership, as Non-Operators 

EQUAL I . M l ' l ( ) \ A l l \ I OPPORTUNITY P R () VISI ON 

During the performance ofthis contract, the Operator agrees as follows: 

1- 'Ihe Operator will not discriminate against any employee or applicant for 
employment because of race, color, religion, national origin or sex. The Operator will take 
affirmative action to ensure that applicants are employed, and that employees are treated during 
employment, without regard to their race, color, religion, national origin or sex. Such action 
shall include, but not be limited to the following: employment, upgrading, demotion, or transfer, 
recruitment or recruitment advertising: layoff or termination; rates of pay or other forms of 
compensation; and selection for training, including apprenticeship. The Operator agrees to post 
in conspicuous places, available to employees and applicants for employment notices to be 
provided for the contracting officer setting forth the provisions ofthis non-discrimination clause. 

2. The Operator will, in all solicitations or advertisements for employees placed by 
or on behalf of the Operator, state that all qualified applicants will receive consideration for 
employment without regard to race, color, religion, national origin or sex. 

3. dhe Operator will send to each labor union or representative of workers with 
which it has a collective bargaining agreement or other contract or understanding, a notice to be 
provided by the agency contracting officer, advising the labor union or workers' representative 
of the Operator's commitments under Section 202 of Executive Order 1 1246 of September 24. 
1965, and shall post copies of the notice in conspicuous places available to employees and 
applicants for employment. 

4. The Operator will comply with all provisions of Executive Order 11346 of 
September 24, 1965, and ofthe rules regulations, and relevant orders ofthe Secretary of Labor. 

5. The Operator will furnish all information and reports required by Executive Order 
11246 of September 24, 1965, and by the rules, regulations, and orders ofthe Secretary of Labor, 
or pursuant thereto, and will permit access to its books, records and accounts by the contracting 
agency and the Secretary of Labor for purposes of investigation to ascertain compliance with 
such rules, regulations, and orders. 

6. In the event ofthe Operator's non-compliance with the non-discrimination clauses 
ofthis contract or with any of such rules, regulations, or orders, this contract may be canceled, 
terminated or suspended in whole or in part and the Operator may be declared ineligible for 
further Government contracts in accordance with procedures authorized in Executive Order 
1 1246 of September 24, 1965, and such other sanctions may be imposed and remedies invoked 
as provided in Executive Order 1 1245 of September 24, 1965, or by rule, regulation, or order of 
the Secretary of Labor, or as otherwise provided by law. 

7. The Operator will include the provisions of Paragraphs (1) though (7) in every 
subcontract or purchase order unless exempted by rules, regulations, or orders ofthe Secretary of 
Labor issued pursuant to Section 204 of Executive Order 1 1246 of September 24, 1965, so that 
such provisions will be binding upon each subcontractor or vendor. The Operator will take such 
action with respect o any subcontract or purchase order as the contracting agency may direct as a 
means of enforcing such provisions including sanctions for non-compliance: Provided, however, 
that in the event \he Operaior becomes involved in, or is threatened with, litigation with a 
subcontractor or vendor as a result of such direction by the contracting agency, the Operator may 
request the United States to enter into such litigation to protect the interests ofthe United States. 

Operator acknowledges that it may be required to tile Standard Form 100 (EEO-1) 
promulgated jointlv bv the^Office of Federal Contract Compliance, the Equal Employment 
Opportunity Commission and Plans for Progress with Jomt Reporting Committee, federa 
Depot feffersonvtlle. Indiana, withm thirty (30) days ofthe date of contract award if such report 
ha noVbeen filed for the current year and otherwise comply with or file sueh other compliance 

required under Executive Order 11246, as amended and Rules and Regulations 
adopted thereunder. 



Operator further acknowledges that he may be required to develop a written affirmative 
action compliance program as required by the rules and Regulations approved by the Secretary 
of Labor under authority of:' Executive Order 1 1246 and supply Non-Operators with a copy of 
such program if they so request. 

C E R T I F I C A T I O N OF NON-SEGREGATED F A C I L I T I E S 

Operator assures Non-Operators that it does not and will not maintain or provide for its 
employees any segregated facilities at any of its establishments, and that it does not and will not 
permit its employees to perform their services at any location, under its control, where 
segregated facilities are maintained. For this purpose, it is understood that the phrase 
"segregated facilities" includes facilities which are in fact segregated on a basis of race, color, 
religion, or national origin, because of habit; local custom or otherwise. It is further understood 
and agreed that maintaining or providing segregated facilities for its employees or permitting its 
employees to perform their services at any location under its control where segregated facilities 
are maintained is a violation of the equal opportunity clause required by Executive Order 1 1246 
of September 24, 1965. 

Operator further understands and agrees that a breach of the assurance herein contained 
subjects it to the provisions of the Order at 41 CFR Chapter 60 ofthe Secretary of Labor dated 
May 21, 1968, and the provisions of the equal opportunity clause enumerated in contracts 
between the United States of America and Non-Operators. 

Whoever knowingly and willfully makes any false, fictitious or fraudulent representation 
may be liable to criminal prosecution under 18 U.S.C.-1001. 
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I M I I BIT " I I ' 

Attached to and made a part of that certain Operating Agreement dated December I , 2010, 
between Yates Petroleum Corporation, as Operator, and Sacramento Partners Limited 

Partnership, et al. as Non-Operators 

MEMORANDUM OF OPL RATING AGREEMENT 

This Agreement, entered into by and between Yates Petroleum Corporation, herein 
"Operator" and the signatory party or parties other than Operator, herein "'Non-Operator", 
whether one or more, have entered into an Operating Agreement, herein "Operating Agreement" 
dated December 1, 2010, covering the lands and leases (the "Contract Area"), all identified in 
Exhibit "A" to this Memorandum. Collectively the Operator and Non-Operator will be referred 
to as the "Parties". 

Article VII.B of the Operating Agreement, entitled "Liens and Security Interests," 
provides for the creation and attachment of a lien for default in payment of sums due under the 
terms of the Operating Agreement. The Parlies desire the right to file and perfect such a lien, 
and, in order to enable each Party to do so, the terms of the Operating Agreement are 
incorporated into this Memorandum for all purposes. A complete copy of the Operating 
Agreemeni may be reviewed at the offices ofthe Operator by persons having a bona fide interest 
in the Leases. 

This Memorandum is placed of record for the purpose of placing all persons on notice of 
the existence of the Operating Agreement. The Operating Agreement shall be deemed to be 
binding on Operator and Non-Operator and their successors and assigns, and in full force and 
effect until modified, or the Leases expire. All modifications may be evidenced by an 
amendment to this Memorandum being placed of record. 

This Memorandum is signed by Operator and Non-Operator as of the date of 
acknowledgment of their signatures below, but is deemed effective for all purposes as ol the date 
of the Operating Agreemeni stated above. 

OPERATOR 

V A T1HS I'I I'KPI f t M CORPORATION 

By: ____ 
JOHN A YATES, JR. 

Title: ATTORNEY-IN-PACT 

NON-OPERATORS 

SACRAM 1.MO PA RTNERS Ll M ITE D 
PARTNERSHIP 

By: 
Peyton Yates 
Manager of Weed Oil & Gas Company, L.C., General 

Title: Parmer of Sacramento Partners Limited Partnership 

HANSON Mr RRI I) Is PETROLEUM CO.. 
A NEW MEXICO LIMITED PARTNERSHIP 

I'ille 

SPIRAL. INC. 

Bv: 

Title 



MARKS OIL. INC 

Bv: 

NON-OPERATORS 

Bv: 

By 

ritie 

By: 

Bv: 

Bv: 

Bv: 

AU V ENS I-I IN E'S CI IILDREN'S 
TESTAMENTARY TRUST, CATHIE CONE 
McCOWN, TRUSTEE 

Cathie Cone McCown 
Trustee 

CATHIE CONE McCOWN 

KENNETH G. CONE. TRUSTEE OE THE 
TRUSTS CREATED UNDER THE W I L L AND 
CODICIL OE KATHLEEN CONE, DECEASED 
F/B/O THE CHILDREN OF KENNETH 0. 
GONE 

Kenneth G. Cone 
'Trustee 

BANK OF O K L A H O M A , N.A., SUCCESSOR 
TRUSTEE OF THE TRUST CREATED UNDER 
THE W I L E AND CODICIL OE KATHLEEN 
CONE, DECEASED F/B/O THE CHILDREN OF 
TOM R. CONE 

Bank of Oklahoma. N.A 
Successor Trusiee 

NEARBURG EXPLORATION COMPANY. LLC 

RANDY LEE CONE 

KENNE TH G. CONE 

TOM R. CONE 

By 



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

A C KN O W L E D G M ENTS 

s 
9 

10 

1 4 

I 5 

16 

I 7 

IS 

19 

20 

36 

STATEOE NEW MEX I CO 

COUNTY OE EDDY 

The lorcttoinu instrument was ueknowledecd before me 
John A Yates, Jr. as Attorney.•-in-Faet for YATES PETROLEUM CORPORATION, a New Mexieo corporation, on behalf 
of said corporation. 

Mv Commission Expires: 
Notarv Public 

STATE OE NEW MEXICO tj 

§ 
COUNTYOE EDDY S 

'I he foregoing instrument was acknowledged before me ihis day of . . bv 
22 Peyton Yates as Manager for Weed Oil X Gas Companv. L.O.. General Partner of SACRAMENTO PARTNERS 

23 L I M I T E D PARTNERSHIP, a partnership. 

24 

- 3 My Commission Expires: 
26 Notary Public 

27 

28 

29 

30 

J ' STATE OE N EW M EX ICQ tj 

3 3 COUNTY OE CHAVES ij 
34 

I'he toregoing msliumeni was acknowledged before me this dav of . . bv 
_ as for HANSON McBRIDE PETROLEUM 

CO., a Ness Mexico Limited Partnership, a partnership. 

38 

19 My Commission Isxpnes 

40 

43 

44 
45 STATE OE TEXAS 

46 

47 

4S 

Notarv Public 

COUNTY OF 

The foreiioni's instrument was acknowledged before me this day ol . > '°y 
4 9 " a , s for N E A R B U RG EXP LORA I I P N 
5 0 COMPANY. L.L.C. . a limited liability company. 
51 

52 
My Commission Expires: 

5 J Notary Public 
54 

55 

56 

57 

5S 

59 

60 

61 

62 

STATE OE NEW MEXICO § 

§ 
COUNTY OE CHAVES § 

63 The forewarn- instrument was acknowledged before me ihis day Ol 
6 4 ' °" as 'or SPIRAL, INC, 

65 New Mexico corporation, on behalf ol* said corporation. 

66 

67 My Commission Expires: 

68 

69 

70 

71 

72 

73 

74 

Notary Public 



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

10 

i I 

12 

13 

14 

15 

16 

1 7 

18 

19 

20 

26 

2 7 

28 

29 

30 

34 

30 

5S 

60 
61 

STATE OE COLORADO ij 

COUNTY OE § 

The foregoing instrument was acknowledged before me this dav of . , bv 
as for MARKS OIL. INC. . a 

* corporation, on behalf of said corporation. 
9 

My Commission Expires: 

Notary Public 

STATE OE TEXAS 

COUNTY OE 

I he loregoing instrument was acknowledged before ine this dav of 
Cathie Cone McCown as Trustee tor A U V E N SIIIN E' S C [III.D R E N 'S TRUST 

My Commission Expires: 

S T A T E OE TEXAS tj 

si 
COUNTY OE s 

Notary Public 

"1 he foregoing instrument was acknowledged before me this dav of . . bv 
C A T H I E CONE McCOWN. dealing in her sole and separate property 

j :> My Commission Expires: 

S T A T E OF T E X A S 

36 Notary Public 

37 

38 

39 

40 

41 

4 1 COUNTY OF § 
43 

44 The foregoing instrument was acknowledged before me this day of , . by 
a 5 Kenneth G. Cone as Trusiee for TRUST CREA TED UNDER T H E W I L L AND C O D I C I L 

( 6 OF K A T H L E E N CONE. D E C E A S E D F/B/O T H E C H I L D R E N OE KENNETH C. CONE 

4 7 

48 My Commission Expires: 

49 

50 

5 I 

52 

5 3 STATE OF O K L A H O M A ^ 

55 COU NTY OI y: 

Notary Public 

The foregoing instrumeni was acknowledged beiore me ihis. dav of .. by 
hank of Oklahoma as Successor Trusiee for I Rl ~- I 

C R E A T E D UNDER T H E W I L L AND C O D I C I L OF K A T H L E E N CONE. D E C E A S E D F/B/O T H E C H I L D R E N 

OF TOM R. CONE. 

Mv Commission Expires: 
62 ' Notary Public 

63 

64 

65 

66 

67 

68 

69 

70 The foregoing instrument was acknowledged before me this 

71 

72 

73 

S T A T E OE O K L A H O M A 

COUNTY OF 

dav of . , b>' 

74 

R A N D Y ^ L E E CONE, dealing in his sole and separate property— 

Mv Commission Expires: 
Notary Public 
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6 

10 

IS 

19 

STATE OF TEXAS 

COUNTY OF 

ie foreiiointi instrument was acknowledged before me this 
S' KENNETH 0. CONE, dealing in his snle and separate property 

My Commission Expires: 
1 Notan 

14 

STATE OF MISSOURI 

20 COUNTY OF 

The foregoing instrument was acknowledged before tne this day of 
T O M R. CONE, dealiii'j in his sole and separate property 

My Commission Expires: 
26 Notary Public 

27 

28 

29 

30 

38 

39 

4 0 

4 1 

42 

43 

44 

45 

46 

47 

48 

49 

50 

5 I 

52 

53 

54 

55 

56 

57 

5S 

59 

60 

61 

62 

63 

64 

65 

66 

67 

6S 

69 

70 

71 

72 

73 

74 


