PLEASE RETURN T0
BURLINGTON LAND-FARMINGTON

RESOURCES

SAN JUAN DIVISION

April 29, 1997

CERTIFIED MAIL-RETURN RECEIPT

To Working Interest Owners
(see attached Exhibit “A”)

RE: Scott # 24 Well
Pennsylvanian formation
Proposed depth 14,000’
ALL Section 9, T3IN-R10W
636.01 acres, more or less
San Juan County, New Mexico

Gentlemen:

Burlington Resources Oil & Gas Company (Burlington) proposed to drill and complete the
captioned well in the Pennsylvanian formation at a legal location in the NW/4 (SE/4 NW/4) of
Section 9, T3IN-R10W, with a proposed depth of 14,000°. Attached for your consideration and
approval is one (1) copy of our Well Cost Estimate to drill and complete the subject welil for
$2,316,973.00.

The ownership schedule for the subject well is listed on the attached Exhibit “A”.
An Operating Agreement is enclosed for your review and approval.

If you wish to participate in the drilling of the above referenced well, please verify your interest
and return the following within thirty (30) days to the undersigned:

1. One (1) executed copy of this letter
2. One (1) executed copy of the Well Cost Estimate

3. One (1) executed signature page for the Operating Agreement
dated April 1, 1997.

3535 East 30th St., 87402-8801, P.O. Box 4289, Farmington, New Mexico 87499-4289, Telephone 505-326-9700, Fax 505-326-9833



Scott #24 Well
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Your prompt attention to this proposal is requested as we plan to begin operations in the near
future. Please advise in writing if you do not wish to participate.

Very truly yours,

)

ames R. J. Strickler, CPL
Senior Staff Landman
(505) 326-9756

JRS:dg
scott2

The undersigned hereby elects this day of 1997, to
participate in and pay its proportionate share of the actual well costs for the
drilling and completion of the Scott #24, as correctly shown on Exhibit “A”.

COMPANY/OWNER:

BY:

TITLE:




BURLINGTON RESOURCES
Farmington Region

Post Office Box 4289
Farmington. New Mexico, 87498
(505) 326-8700
AUTHORITY FOR EXPENDITURE
AFE No.: Property Number: Date: 2/20/97
Lease/Well Name: Scott #24 OP Number:
Field Prospect: San Juan Basin Penn Operator: Burlington Resources Region: Farmington
Location: Sec.9, T31N. R10OW County: San Juan State: NM
AFE Type: 1 - New Drill Original: _ X Supplement: _____ Addendum: ___ APl Well Type:
Objective Formation:  Pennsvivanian Authorized Total Depth (Feet): 14,000

Project Descniption: Pennsvivaman test in San Juan Basin - Exploratorv weil - Arch Rock Prospect

Estimated Start Date: 2rd Qtr 1987

Prepared By: C.E.Llane

Estimated Completion Date:  2rd Qtr 1997

GROSS WELL DATA
Drilling Workover/ Construction
Dry Hole Suspenoed Completion Facility Total
Days: 58 2 12 0 72
This AFE: $1.713.800 $77.100 $407.073 $119.000 $2.316.973
Prior AFE's: 0 $0
TOTAL COSTS: $1.713.800 $77.100 $407.073 $119.000 $2.316.973

JOINT INTEREST OWNERS

Working interest

Company: Percent Dry Hole § - Compieted $
Burlington Resources: 103119057 s 176.725 $238,924
Trust: 0.00% 0 50
Others : 90,6895507 $1,064 514 52,101,252,
AFE TOTAL: 100.00% $1.713.800 $2,.316.973

BURLINGTON RESOQURCES APPROVA
Approved: M %w Approved:

Title: Date:H{nia 3 Title: _Land Ma f7r
o, M Approved //(/ f

Date: %ﬁ Title: 1+, .z 4 s - 37%s ~— Date: ‘////)7

PARTNER APPROVAL

Approved;
Title:

Company Name: ' Date:

Authorized By: Title:




NON-OPERATORS CONT.

Anne Stuart Batchelder Trust
First Natl Bank Of Chicago &
U/A Robert Douglas Stuart

BY:

Harriet Stuart Spencer
First Natl Bank Of Chicago &
U/A Robert Douglas Stuart

BY:




ACKNOWLEDGMENTS

STATE OF NEW MEXICO )
) ss.
COUNTY OF SAN JUAN )

The foregoing instrument was acknowledged before me this day of
, 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources
Oil & Gas Company, a Delaware corporation, for and on behalf of said corporation.

Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , , of
,a corporation, for and on behalf of said
corporation.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , , of
Trust.
Notary Public

My Commission Expires:




ACKNOWLEDGMENTS CONT.

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , an individual.

Notary Public

My Commission Expires:
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MODEL FORM OBERATING AGREEMENT

£

OPERATING AGREEMENT
DATED

OPERATOR __ BURLINGTON RESOURGES OIL & GAS COMPANY

SECTION 9, TOWNSHTP 31 NORTH, RANGE 10 WEST

CONTRACT AREA

(LOTS 1 THRU 12, N/2 N/2)

COUNTY ORxPARIGIE OF _SAN JUAN STATE OF _NEW MEXICQ

COPYRIGHT 1982 — ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 2408 CONTINENTAL LIFE BleLDlNG.
FORT WORTH, TEXAS, 76102, APPROVED FORM.
A.A.P.L. NO. 610 - 1982 REVISED

crnTrr #2724 WORIT
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OPERATING AGREEMENT
THIS AGREEMENT. extered into by and between_BURLINGTON RESOURCES OIL & GAS COMPANY

herenafter designated and
reterrec 10 as "Operator . and the signatory party or parues otfier tan Uperator. sometmes hereinalter reterred to individually heremn
as *Nea<Operator . and collecuveiv as 'Non-Operators .

WITNESSETH:

WHEREAS. the partes to this agreement are owners of oil and gas ieases andior oil and gas interests in the land identified in
Exhibit “*A"", and the partes hereto have reached an agreement 1o expiore and develop these leases and/or oii and gas interests for the
progucuon of oil and gas to the extent and as heremnaiter provided.

NOW, THEREFORE. it is agreed as follows:

ARTICLE L.
DEFINITIONS

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

A. The term “‘oil and gas™ shall mean oii. gas. casinghead gas. gas condensate. and all other kiquid or gaseous nydrocarbons
and other marketable substances produced therewith. uniess an intent to iimit the inclusiveness of this term 15 specitically scated.

B. The terms ‘“‘oil and gas lease’’. *‘lease’” and ‘*‘leasehoid™ shall mean the oil and gas leases covering tacts of land
iving within the Contract Area which are owned by the parues to this agreement.

C. The term ‘‘oil and gas interests™ shall mean unleased fee and minerai interests in wacts of land lying within the
Contract Ares which are owned by parues to this agreement.

D. The term “‘Contract Area” shall mean ail of the lands, oil and gas ieasehold interests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such [ands, ei-end-gasteacehold-HAteressaRd-OHuii-Rainieresiss
are described in Exhibit ‘A",

E The term ‘“‘drilling unit’’ shall mean the area fixed for the drilling of one weil by order or rule of any state or
federai body having authority. if 2 drilling unit is not tixed by any such rule or order, a drilling unit shall be the drilling unit as establish-
ed by the pattern of drilling in the Contract Area or as fixed by express agreement of the Drilling Parties.

F. The term ‘‘drilisite’” shall mean the oil and gas iease or interest on which 2 proposed well is to be iocated.

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

H. The terms ‘“‘Non-Driling Party'’ and ‘‘Non<Consentng Party’’ shall mean a party who elects not to participate
in a proposed operation.

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

ARTICLE 1L
EXHIBITS

The following exhibits, as indicated below and attached hereto. are incorporated in and made a part hereof:
® A. Exhibit ““A"", shall include the foliowing informanon:
(1) Identification of lands subject to this agreement,
{2) Restrictions, if any, as to depths, formanons. or substances.
{3) Percentages or fractional interests of partes to this agreement.
(4) Otand-2e-ie0s0-anE/0roi-aAi-2es iRt ress-tudIeEt-{O-H4EFeemiRt-
(5) Addrases of pames for notice purposes.

?

)

® C. Ehibi “C**, Accounting Procedure.

® D. Exhibit *“D"", Insursnce.

X E. Exhibit “'E”, Gas Balancing Agreement.

;N N Eshibit “F", Noa-Discrimination and Certification of Non-Segregated Facilities.

[¥.X1]
0

If any provision of any ex.hibit. except Exhibits “E™ and *'G", is inconsistent with any provision contined in zhe body
of this agreement, the provisions in the body of this agreement shaii prevail.
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ARTICLE IIL
INTERESTS OF PARTIES
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B. Interests of Parties in Costs and Production:

Unless changed by other provisions. all costs and liabilities mcurred in operagons under this agreement shall be borne and
paid, and ail equipment and matenais acquired in operations on the Conwract Area shail be owned, by the parues as their interests are set
forth in Exhibit **A*". In the same manner, the parues shall also own ail production of cil znd m irom the Comrzct Arez snmec: w0 the
payment of royaities 10 the extent ok due.

Regardiess of which party has contributed the leasatsi andior oil and gas interesus) hereto on which royaity is due and
pavable. each party endtled to recerve & share of production of oil and gas irom the Contract Area shall bear and shall pay or deliver. or
cause to be paid or delivered, 1o the extent of its interest 1 such progucton. te royaity amount stipuiated hereinabove and shall hold the
other parties free from any liability therefer. No party shall ever be responsibie. however. on 2 price basis nigher than the price received
by such party. to any other party's lessor or royalty owner. and if any such other party’s lessor or royaity owner should demand and

receive settiement on a higher price basis, the party contriouting the aifected lease shall bear the additionai rovaity burden awributable to
such higher price.

Nothing contaned in this Article 1I1.B. shall be deemed an assignment or cross-assignment of interests covered hereby.

C. Excess Rovaities, Overriding Rovaities and Other Payments:

Unless changed by other provisions. if the interest of any party in any lease covered heredy 1s subject 1o any rovaity.
overriding royaity, production payment or other burden on producuon in excess of the amount stipulated in Article I{1.B.. such party so
burdened shal assume and alone bear ail such excess obligations and shail indemnify and hold the other parues hereto harmiess from any
and all claims and demands for payment asserted by owners of such excess burden.

D. Subsequently Created Interests:

If any party should hereaiter create an overriding royaity. production payment or other burden payable out of production
auributable to 1ts working incerest hereunder. ot if such 2 burden exsted prior to this agreement and is noc set forth in Exhibit “"A™", or
was not disclosed in writing to all other parues prior to the execution of this agreement by ail parties. or is not a jointly acknowiedged and
accepted obligadon of all partes 1any such interest being hereinaiter referred 1o as *‘subsequently created interest”” irrespecuve of the
timing of its creation and the party out of whose working interest the subsequently created interest is derived being heremafter referred
1o as '‘burdened party”’), and: '

1. If the burdened party 1s required under this agreement to assign or reiinguish to any other party. or parues. all or a portion
of its working interest andior the production attributable thereto, said other party, or pardes, shall receive said assignment and/or
production free and clear of said subsequently created interest and the burdened party shall indemnify and save said other party,

or parties, harmiess from any and all claims and demands for payment asserted by owners of the subsequentiy created interest:
and,

2. If the burdened party fails 10 pay, when due. its share of expenses chargeable hereunder. all provisions of Article VILB, shall be

enforceable sgainst the subsequentiy created interest in the same manner as they are enforceadie against the working interest of
the burdened party.

ARTICLE IV,
TITLES

A. Title Examination:

Title examination shall be made on the drillsite of any proposed weil prior to commencement of drilling opersnons or. if
the Drilling Parties so request. title examumaztion shall be made on the leases andfor oil and gas interests included. or pianned to be inciud-
ed, in the drilling unit around such well. The opinion wiil include the ownership of the working interest. minerals. royaity, overrniding
royaity and production payments under the appiicable leases, At the ume a weil is proposad. each party contributing ieases and/ar oil and
2as interests to the drilisite. or to be inciuded in such drilling umt. shalt furmish to Operator ail abstracts tincluding federal lease status
reportsi, titie opmions. utie papers and curanve material in its passession free of charge. All such informacon not wn the posgn of or
made available to Operator by the parties. but necessary for the exammnaton of the tite, shall be obrained by Operator_Operator shall
cause title t0 be examuined by artorneys on its staff or by outside atrorneys. Copies of all title opinions shall be fumhedmeu:hpzny
hereto. The cost incurred by Operator in this tite program shall be borne as follows:

usem .
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ARTICLE IV

connued
X Opton No. 2: Casts incurred by Operstor in procuring abswracts and fees paid outside attomneys for tide exzmination
{incduding preuminary, suppiementai. shut-n gas rovaity opmions and division order utie opintons) shall be borne by the Drilling Parries
in the propornion that the interest ot each Drilling Party bears to the totai interest of all Drilling Parnies as such interests appear in Ex-

hibit **A"", Operator shall make no cnarge ior services rendered by its stad attorneys or other personnel in the pertormance oi the above
funcnons.

Each party shall be responsibie ior securing curauve matter and pooiing amendments Of Jureements reguired in connecton
with leases or o1l and gas interests contridutea by such party. Operator snaii be responsible {or tne preparauon ana recoraing of pooling
designanions or declarations as weri as the conduct of heatings oeiore governmental agencies 10f tNe SECUCING Ol SDIAINY OF pooung orders.’
This shali not prevent any party trom appearing on s own penalf at any sucn neanng.

No weil shall be driiled on the Contract Area unui after (1) the titie o the driilsite or drilling unit has been examined as above
provided. and {2) the nie has peen approved by the examining attorney or titie has been accepted by all of the parues wio are 1o par-

ucipate n the driiling of the weil.

B. Loss of Title:

tion wiil not be subject to Articte VIIT.B.. and failing to do so. this agreement. nevertnetess. shall conunue in torce as to aii r
and gas leases and interests: and. \

but there shail be no additionai liability on 1ts part to the other parties fereto oy reason of such title failuce:
{b) There shall be no retroacuve adiustment of expenses incurred or revenues recetved from the operauonSi the interest which has

curred. so that the interest of the party whose lease or interest 15 aifected bv the niie failure wiil theregrer be reduced in the Contract
Area by the amount of the interest tost:

{c) If the proporionate wnterest of the other partes hereto mn any produang well therewgiOre drilled on the Conwract Arez is
increased by reason of the title failure. the party whaose uitie has failed shall recetve the pr ¥ atnbutable 1o tne increase in such in-
terest (less costs and burdens attributable theretos until it has been retmoursed for unrecov costs paid by it 1n connection with such
well: -

(d) Should any person not 2 party to this agreement. who is determined to beAhe owner of any interest in the tide which has
failed, pay in any manner any part of the cost of operauon. development. or equiprpént. such amount shall be paid to the party or parnes
who bore the costs which are so refunded:

{e) Any liability 10 account w0 a third party for prior production of 4il ana gas which arises by reason of title failure shall be
borne by the party or parues wnose utie failed in the same proportionyin which they shared in such prior oroduction: and.

{f) No charge shall be made to the joint account for legal ex . fees or saiaries, in connection with the defense of the interest

claimed by any party hereto. it being the intennon of the paruies hpfeto that each shall defend title to its interest and bear ail expenses in
connection therewith.

2. Loss bv Non-Pavment or Erroneous Pavment £ Amount Due: If. through mistake or oversight. anv rental. shutin well
payment. MMIMumM rovaity or rovaity payment. 1S ng¥paid or 1s erroneousiv paid. angd as a resuit a lease or nterest theren rermunates.
there shall be no monerary Liability against the paryy’ who failed to make such payment. Unless the party who failed to make the required
payment secures a new iease covering the same pfterest within ninery (90) days irom the discovery of the failure to make proper payment,
which acquisition wiil not be subiect to Artigle VIILB.. the interests of the parues shall be revised on an acreage dasis. effective as of the
date of termnation of the lease invoived. #fd the party who failed to maxe proper payment will no longer be credited with an mterest in
the Contract Area on account of owngeship of the lease or interest which has terminated. [n the event the party who failed t0 make the
required pavment shall not have besh fullv rexmbursed. at the time of the loss. irom the proceeds of the sale of oil and gas artriburable to
the dost interest. calculated on 3 acreage basis. {or the development and operanng costs theretofore paid on account of such interest, it
shall be rermbursed for unregvered sctuai costs theretotore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previousiy abangéned) from so much of the following as is necessary to effect reimbursement:

3. Other Losses: All losses tncurred. ovvememenr

T

and shall be bome by all parues in proportion to their interests. There snali be no readiustment of interests 1n the remaming poruon of
the Contract Area.
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ARTICLE V.
OPERATOR
A, Designation and Responsibilities of Operator:
BURLINGTON RESOURCES OIL & GAS COMPANY shall be che

Operator of the Contract Area. and shall conduct and direct and have full controi of all operations on the Conwract Area as permitted and
required by. and within the limits of this agreement. It shall conduct all such operauons in a good and workmaniike manner, but it shall
have no liability as Operator 10 the other parues for losses sustamned or liabilities incurred. except such as may result from gross
negligence or wiliful misconduct.

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

1. Resignation or Removal of Operator: Operator may resign at any time by giving written nouce thereof o Non-Operators.
If Operator terminates its legai ex:stence. no longer owns an interest hereunder in the Contract Area. or is nio ionger capabie of serving as
Operatar. Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a successor. Operator
may be removed if it fails or refuses to carry out its duties hereunder. or becomes insolvent. bankrupt or is placed in receivership, by the
atfirmauve vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit “*A"’ remaining
aiter exciuding the voting interest of Operator. Such resignation or removai shall not become eifective unui 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 by Operator or action
by the Non-Operators to remove Operator. unless a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator. after effective date of resignation or removal. shall be bound by the terms hereof as a Non-Operator. A change of a cor-
porate name or structure of Operator or transier of Operator s interest to any single subsidiary. parent or successor corporation shall not
be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator. a successor Operator shall be selected by
the parues. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or more parues owning a majority interest
based on ownership as shown on Exhibit **A""; provided. however. if an Operator which has been removed fails to vote or votes only to
succeed itself. the successor Operator shall be selected by the affirmative vote of two (2) or more parties owning a majority interest based
on ownership as shown on Exhibit '*A"" remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

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

D. Drilling Contracts:

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

ARTICLE VI
DRILLING AND DEVELOPMENT

A. Initial Well:

or recompletion
On or before the_lst ___ dayof____January . 1998 _ | Operator shall commence the drilling of 2 well for

oil and gas at the following location:

Section g9, TIIN-RI1OW
San Juan County, New Mexico

and shall thereafter continue the drilling of the well with due diligence to

14,000' or depth sufficient to test the Pennsylvanian formation, .
whichever is the lesser depth z

uniess granite or other practically impenetrable substance or condition in the hole, which renders further drilling \mpracual is en-
countered at 2 lesser depth, or unless all parties agree to compiete or abandon the weli at a lesser depth. -
Operator shall make reasonable tests of all formations encountered during drilling which give indication of contmnng oil and
gas in quantities sufficient to test. uniess this agreement shall be limited in its application to a specific formaton or formmons mwhxch
event Operator shall be required to test only the formation or formations to which this agreement may apply. —
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ARTICLE VI
cominued

l. in Operator’s judgment. the weil will not produce oil or gas in caying guantties. and it wishes o piug and abandon the
weil as 2 cry hole. the provisons of Article VLE.1. shall thereaner appy.

B. Subseguent Operations:

i. Proposed Ovperauons: Should anyv party hereto aesire to driil anv weii on the Contract Area other tnan tne weii crovided
for m Arucie VI.A.. or 1o rework. deepen or plug back a dry noie driiled at we iome expense of all parues or a weil iointiv ownea by ail
the parues and not then progucing in paying quanutes. the party aesinng to ariil. rework. deepen or Tiug back sucn a wedl shail give the
other parues written nouce of the proposed operation. specifving the work to ce pertormed, the locauon. proposed deot1. obiecuve forma-
tion ana the estmated cost of the operation. The parues recewving such 2 nouce shall have thirty (30) days after receipt of the nouce
within which to nouiy the party wishing 1o do the work whether ey eiect to parucipate in the cost of the proposed operauon. if a drill-
ing nig 1s on iocation. nouce of a proposal 1o rework. plug back or drill deeper may be given by telephone and the response periog shall be
limited to forty-eright (48) hours. exclusive of Saturday. Sundav and legal hoidays. Failure of a party receiving suchl notice 1o repiy within
the period above fixed shall consutute an election by that party not to parucipate n the cost of the proposed operauon. Any nouce of
response given by telephone shall be promptiy confirmed in wniung.

If all parties eiect to participate in such a proposed operation. Operator snail. within ninety (90) days after expiranon of the nouce
period of thirty (30) davs (or as promptiv as possible after the expiration or the forty-eight (48) hour period when 2 drilling r1g 15 on loca-
tion. as the case may be, actually commence the proposed operauon and comoiete 1 with due diligence at the nisk and cxpense ot all par-
ties hereto: provided. however. said commencement date may be extended upon written nouce of same oy Operator to the other parties.
for a period of up to thirty {30) additionai days if. in the sole opinion of Operator. such additional ume is reasonabiv necessary to obtain
permus irom governmental authorities. surface rights inciuding rghis-of-wavi or appropriate driliing equipment. or to compiete utle ex-
Jmuinauon or curauve mater required for title approvai or acceptance. Notwitnstanding the force majeure provisions ot Articie X1 if the
actual operation has not been commenced within the ume provided {incluging any extension thereof as spewttically permizted hereinrand
if any partv hereto suil desires to conduct said operauon. written nouce proposing same must be resupmitted to the other parues i accor-
dance with the provisions hereof as if no prior proposai had been made.

2. Operations bv Less than All Parties: If any party receiving such notice as provided in Articie VI.B.L. or VILD.1. {Option
No. 2) elects not to participate 1 the proposed operation. then, in order to be entitled to the benefits of this Article. the party or parties
giving the notice and such other parties as shall elect to parucipate in the operadon shall. within ninety (90) days after the expiraton of
the notice period of thirty (30) days (or as promptiy as possible after the expiracion of the forty-eight (48Y hour period when a drilling rig 15
on iocation. as the case may be) actually commence the proposed operauon and compiete it with due diligence. Operator shall perform all
work for the account of the Consenung Parties: provided. however, if no drilling rig or other equipment is on location. and if Operator is
a Non-<Consenung Party, the Consenung Parties shail either: {a) request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the Consenung Parties as Operator to perform such work. Con-

senung Parties, when conducting operations on the Contract Area pursuant 10 this Article V1.B.2.. shall comply with all terms and con-
ditions of this agreement.

If less than all paries approve any proposed operation. the proposing party, immediately after the expiration of the applicabie
notice period. shall advise the Consenning Parties of the toral interest of the parues approving such operation and its recommendation s
to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours
(exciusive of Saturday, Sunday and legal holidays) after receipt of such notice, shail advise the proposing party of its desire to (a) limit par-
ticipation to such party’s interest as shown on Exhibit **A"* ar (b) carry its proportionate part of Non-Consenting Parties’ interests, and
tailure to advise the propasing party shall be deemed an eiection under (a). In the event a drilling rig is on location. the time permitted for
such a response shall not exceed 2 total of forty-eight (48) hours tinclusive of Saturday, Sunday and legal holidavs). The proposing party.
at its election, may withdraw such proposai if there is insufficient participation and shall promptly notify all parties of such decision.

The enure cost and risk of conducting such operations shall be borne by the Consenting Partiss in the proportions they have
elected 10 bear same under the terms of the preceding paragraph. Consenting Parties shall keep the leasehold estates invoived.in such
operstions free and clear of all liens and encumbrances of every kind created by or arising from the operstions of the Consentng Parties.
If such an operstion resuits in a dry hole. the Consenting Parties shall plug and abandon the weil and restore the surface location at their
sole cost. risk and expense. If any well drilled. reworked. deepened or plugged back under the provisions of this Article resuits i a2 pro-
ducer of oil andlor gas in paying quantities. the Consentng Parties shall complete and equip the well to produce at their sole cost and risk.
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ARTICLEVI
continued
and the weil shall then be turned over to Operatar and shall be operated by it at the expense and for the account of the Consenting Par-
ties. Upon commencement of operaucns for the drilling, revorking. deepemng or piugging back of any sucn weil by Consennng Parties
in accoraance wath the provisions of this Articie. each Non-Consenung Party shall be deemed to have reitnquisned to Consenung Parties.
and the Consenang Parties snali own and be enatled 1o recewve. in proportion to their respecuve interests. all of such Non-Consenung
Party’s interest in the well and share of production tnerefrom unai the oroceeds of the sale of such share. caiculated at the well. or
market vaiue thereor 1f such share s not sold. lafter deducung prooucucn taxes. excise 1axes. Fovaity, overnding rovaity and other in-

terests not excepted by Arucie [11.D. pavabie out of or measured by the proguction trom such well accruing with respect to such interest
unui 1t reverts) shail equai tne totai of the toilowing:

{a) 100% of each such Non-Consenung Party's share of the cost of any newiy acquired surface equioment devond the welihead
connecuons tincluding. but not limited to. stock tanks. separators. treaters, pumping equipment and piping), plus 100% of each such
Non-Consentng Party s share of the cost of operauon ot the weil commencing wich first producuon ana conunuing unul each such Non-
Consenung Party's reiinquished interest shall revert to 1t under other provisions of this Article. it being agreed that each Non-
Consenang Party's share ot such cost and equipment will be that interest which wouid have been chargeabie to such Non-Consenung
Party had it parucipated in the well from the beginming of the operanons: and

(b).___"oo 7 of that poruon of the costs and expenses of drilling, reworking. deepening, piugging back. tesung and compieting.
after deducting any cash contridutions recevéd under Artcte VIIL.C.. iad 7 of that portion of the cost of newly acquired equip-

ment in the weil (to and including the weilhead connecuons). which wouid have been chargeable to such Non-Consenung Party if it had
parucipated therein.

An election not to parucipate in the driiling or the deepenung of a weli shall be desmed an eiecuion not to parucipate in any
re-working or plugging back operation proposed in such a well. or poruon thereof. to which the 1uual Non-Consent election applied
that 15 conducted at any tume prior to tull recovery by the Consenung Parties of the Non-Consenung Partv’s recoupment account. Any
such reworking or plugging back operaton conducted during the recoupment peniod shall be deemed part of the previous non-consent
operauon on said weil and shall be added to the sums to be recouped by the Consenting Parties. If such a reworking or plugging back
operation is proposed during such recoupment penod. the provisions of this Article VLB, shall be applicable as between said
Consenung Parties 1n said well. Similarily, an eiection not to parucipate in the compietion or plugging back of a weil shail be deemed
an elecuon not to participate in a reworking operation proposed in such well, or poruon thereof. to which the non-consent election
applied. that is conducted at any ume prior to full recovery by Consenung Parties of the Non-Consenung Party’s recoupment amount.

During the period of time Consenung Parties are entitled to receive Non-Consenung Party’s share of production. or the
proceeds thereirom. Consenung Parties shall be responsible for the payment of all production, severance. excise. gathering and other

taxes. and all royaity, overriding royaity and other burdens applicabie to Non-Consenung Party s share of production not excepted by Ar-
ucie J1.D.

In the case of any reworking. plugging back or deeper drilling operstion, the Consenuing Parties shall be permitted to use, free
of cost. all casing. tubing and other equipment in the weil, but the ownership of all such equipment shail remain unchanged: and upon
abandonment of a well after such reworking. plugging back or deeper drilling. the Consenting Parties shall account for all such equip-
ment to the owners thereoi, with each party recetving its proportionate part in kind or in value. less cost of saivage. -

Within sixcy (60) days sfter the comvietion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non<onsenung Party with an inventory of the equipment in and connected to the weil, and an
itemmized statement of the cost of drilling. deepening. piugging back. testng, compieting, and equipping the well for production: or. at its
option. the operating party, in lieu of an itemized statement of such costs of operation. may submit 2 derailed statement of monthty biil-
ings. Each month thereaiter, during the nme the Consenting Parties are being reimbursed as provided sbove. the party conducting the
operations for the Consentng Parties shali furnish the Non<Consenung Parties with an itemized statement of all costs and liabilities in-
curred in the operation of the well, togetner with a statement of the quantity of oil and gas produced from it and the amount of proceeds
reatized from the sale of the weii's working interest production during the preceding month. In determining the quantity of ail and gas
produced during any month. Consentng Parties shall use industry accepted methods such as. but not limited 10. metening or periodic
weil tests. Any amount realized from the saie or other dispasition of equipment newly acquired in connection with any such operstion
which wouid have been owned by 2 Non-Consenting Party had it partucipated therein shail be credited aganst the total unreturned costs
of the work done and of the equipment purchased in determming when the interest of such Non-<Consenung Party shall revert to it as
apove provided: and if there s a credit baiance. 1t shail be paid to such Non-Consenung Party.
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ARTICLE
continued

If and when the Consenung Parties recover irom a Non-Consenang Party s reiinauished interest the amounts provided for abave.
the teiinquished interests o1 such Non-Consenung Party shall automaticaily revert to . and. from and after such reversion. such Non-
Consenang Party shali own tne same interest in such well. the mateniai and equipment n or pertaiming therero. and the producuon
thereirom as such Non-Consenung Partv wouid have been enutled to had it parncipatea 1n the drilling. reworking. deepening or plugging
back of said well. Therearter. such Non-Consenung Partv shall be chareed with and shail pay its oroportionate part ot the further costs of
the operauon of said weii in accordance witn the terms of this agreement ang the Accounung Procedure atacned hereto.

Notwithstanding the srovisions of this Arucie VI.B.2., it 1s agreen thar without ine mutuai consent o ail parues. no weils shall
be compieted in or produces from a source ot suppiy from which a weii locatea eisewnere on the Contract Area 1s producing, uniess such
weil conforms to the then-exisung weii spacing pattern for Such SOUTCe Of suppiy.

The provisions of this Artcle shall have no appiication whatsoever to the driliing of the iniual weii described in Arucie VLA
except (a) as 10 Artcie VILD.1. (Opton No. 2. if selected. or (b} as to the reworking. deevenng and plueging back of such initial well
after it has been dritled to the depth speciied in Arucle VLA, if it shall thereatter prove to be a dry hole or. 1f inizially compieted for pro-
ducton. ceases 1o product in paying quanuties.

A\

3. Stand-Bv Time: When a weii which has been drilled or deepened has reached its autnorized depth and ail tests have been
compieted. and the resuits thereot furnisned o the parues, stand-by costs incurred pending response to a party’'s nodce proposing 2
reworking, despening, piugging dack or compieting operation in such 2 well shail be cnarged and borne as part ot the drilling or deepen-
Ing OPeraton just compieted. Stand-by costs subsequent 1o all partues respondine. or expiration ot the response ume permitted. shichever
first occurs. and prior to agreement as to the parucwaung (nterests of all Consenung Parties pursuant to the terms af the second gram-
maocal paragraph of Articie VI.B.2. shail be cnarged to and borne us part of the proposea operaaon. dut if the proposal is subsequentiy
withdrawn pecause oi insutiicient parncipanon. such stand-by costs shail be ailocatea between the Consenune Parties 1n the proportion

eacn Consenung Party’s interest as snown on Exhibic ** A’ bears to the touai interest as snown on Exhibit “A"" of all Consenung Par-
ties,

4. Sidetracking: Except as heretnaiter provided. those provisions of this agreement appiicable to 3 "*Jeepeming ™" operation shall
aiso be applicable 10 any proposai 1o directionailv control and intentionally deviate 2 well dremmaessresd 50 as 10 change the bottom hole
loanon (heretn called *‘sidetracking ). uniess done to straighten the hole or to drill arcund iunk in the hole or becsuse of ather
mechanical difficuities. Any party having the right to parucipate in a proposed sidetracking operation that does not own an interest in the
aiiscred well bore at the ume of the nouce shall. upon electing to participate. tender to the weli bore owners 1ts proportionate share (equal
to its interest in the sidetracking operations of the vaiue of that portion of the exisung weil bore to be utilized as follows:

{a) If the proposai is for sidetracking an existung dry hole. reimbursement shail be on the basis of the actual costs incurred in
the iniuai drilling of the weil down to the depth at which the sidetracking operanon is initated.

{b) If the proposai is for sidetracking a weil which has previously produced. reimpursement shail be on the basis of the weil’s
salvable materizls and equipment down (o the depth at which the sidetracking operation is initiated. determtned in accordance wich the
provisions of Exhibit **C"", less the esumated cost of salvaging and the esumated cost of plugging and abandoning.

In the event that nogce for a sidetracking operation is given while the drilling rig to be utilized is on locztion. the response period
shall be limited to forry-eight (48) hours, exciusive of Saturday, Sunday and legal holidays; provided. however. any party may request and
receive up to eight (8) additionai days after exprration of the forty-eight (48) hours within which to respond by paying for ail stand-by time
incurred during such extended response period. If more than one party eiects to take such additionai time to respond to the notice. stand-
by costs shall be aliocated berween the parties taking additional time to respond on 2 day-to-day basis in the proportion each electing par-
ty’s interest 25 shown on Exhibit ' A" bears to the toral interest as shown on Exhibit ** A" of all the elecung parues. In ail other in-
stances the response period 1o 2 proposal for sidetracking shall be limited to thirty (30) days.

C. TAXING PRODUCTION IN KIND:

Each party shail ke in kind or separateiy dispose of its proportionate share of all oil and gas produced from.the Contract Area,
exciusive of production which may be used in development and producing operanons and in preparing and treating oi and gas for
marketing purposes and production unavoidably lost. Any extra expengiture ncutred in the tzking in kind or separawe disposizion by sny
party of irs proportonate share of the production shall be borne by such party. Any party taking its share of production in kit shail be

v
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comtinued

required to pay for oniy its proportionate share of such part of Operator s surface facilities which it uses.

Each partv shall execute such division orders and contracts as may e necessary for the sale of its wnerest 1n proguction from

the Contract Area, and. except as provided in Article VILB.. shail be enutied to receive payment directly from tne purchaser thercof for
us share ot aii production.

[n the event any party shall fail to make the arrangements necessary 1o t2ke in kind or separateiv dispose o its croportionate share ot
:hie ou proauced irom the Contract Area. Operator snail have e right. suciect to the revocauon at wiil by the carty owning i, but not
:he obiigauon, to purchase suca oii or seil it to otners at any ume anad irom ume to time. for the account of the non-taking party at the
Sest price odbrainabie in the arez for such production. Anv sucn purchase or saie by Operator shall be subiect aiways to the nyht of the
owner of the production to exercise at anv time 1ts fignt to take in kind, or separateiv dispose oOf. it snare o zil oil not previously
delivered to a purchaser. Any purchase or sale by Operator of any other party s share of oil shall be oniy for sucn reasonabie periods of

tme as are consistent with the minimum needs of the industry under the particuiar circumstances, but it A0 event 10r 2 period in excess
ot one t1) vear.

[n the event one or more parties’ separate disposition ot uts share of the gas causes spiit-stream deliveries to separate pipeiines and/or
deliveries which on a day-to-day basis for any reason are nor exactly equai (o a party s respective proporuonate snare of total pas sales to
oe allocated 1o it. the balancing or accounung between the respecuve accounts of the parues shall be in accordance with any gas balancing
agreement berween the parties hereto. whether such an agreement is attached as Exhibit "*E™". ur 15 a separate agreement.

D. Access to Contract Area and Information:
\- upon prior notification to the Operator

Each party shall have access to the Contract .%rcalat ail reasonable umes. at 1ts sole cost and risk O IRSPECt Or observe operauons.
and shall have access ar reasonable times to mniormation pertamming to the development or operation thereot. inciuding Operator 's books
and records relaung thereto,Operator. upon request. shall furnish each of the other parues with copues of ail forms or reports siled with
governmentai agencies. faily drilling reports. weil logs. tank tables. daily gauzze and run tickets and reports of stock on hand at the first of
each montn. and shall(make avaiiable sampies of anv cores or cutungs taken from any weil drilled on the Contract Area. The cost of
gatnenng ana furnishinglinformation to Non-Operatar. other than that speciiied above. shall be charged 10 ine Non-Operator that re-

quests the mnformauon. -During drilling, completion, and workover operations, access shall be limited to
only those personnel directly involved in performing the actual work.

E. Abandonment of Wells:

1. Abandonment of Drv Holes: Except for any weil drilled or deepened pursuant to Article VI.B.2.. any well which has been
drilled or deepened under the terms of this agreement and is proposed to be compieted as a dry hole shall not be plugged and abandoned
without the consent of ail partes. Should Operator. after diligent effort. be unable to contact any party. or should any party fail to reply
within fortyeight (48) hours (exclusive of Saturday, Sundav and legal holidays) after receipt of notice of the proposal to plug and abandon
such well. such party shall be deemed to have consented to the proposed abandonment. All such weils shall be piugged and abandoned in
accordance with applicable reguiations and at the cost. risk and expense of the parties wio participated in the cast of drilling or deepening
such weil. Any party who objects to piugging and abandoning such well shall have the right to take over the weil and conduct further
operations in search of oil and/or gas subject to the provisions of Articie VI.B.

2. Abandonment of Wells that have Produced: Excapr tor any weil in which a Non-Consent operauon has been conducted
hereunder for which the Consenung Parties nave not been fully remmbursed as herein provided. any well which has been compieted as a
producer shall not be plugged and abandoned without the consent of all parues. If all parties consent to such abandonment. the weil shall
be plugged and abandoned in accordance with appiicable regulations and at the cost. risk and expense of all the parues hereto. If. within
thirty (30) days after receipt of notice of the proposed abandonment of any weil, all parties do not agree to the abandonment of such well.
those wishing to continue its operation from the intervai(s) of the formauonis) then open to production shall tender to each of the other
parties its proportionate share of the value of the weii's salvable material and equipment. determined in accordance with the provisions of
Exhibit **C*, less the estimated cost of salvaging and the esumated cost of plugging and abandoning. Each abandoning party shail assign
the non-abandoning parties, without warranty, express or implied. as to title or as to quantity, or fitness for use of the equipment and
material. all of its interest in the weil and related equipment, together with its interest in the leasehoid estate as to. but only as to, the in-

tervai or intervals of the formation or formations then open to production. -she-asessstoithe-abandoning-pastuisanincludessnciland.
) ; hail vk eendon ’ . and-gos imized 10 ched .

b IeRImeN (

R R U Y TR

LA TG . X YL ]




s 12

4

N

-
15
16
17
18
19
20
21

33

3
24
25

26

A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE VI
continued
“~#r*¢. The assignments or leases 5o limited shall encompass the “*drilling unit * upon which the weil is located. The payments tv.and the
ASIUENIMENIs Of ieases 10. the assignees shall be in a rano paseg upon e relauonshup of their respecuve percenmse of paructsation in the

Contrict Area to the aggregate of the percentages of participanon 1n the Contract Area of all assignees. There shail be no reagiusiment of
interesss in the rematning poruon of the Contract Arez.

Thersaster. acandoning partes snaii Kave no furtner racoonsidiity. hability, or tnterest in the uoeraton of or production trem
:ne el 1 the mtervai or intervals then open other tnan the rovaIues TEtamea 1n any iease Madc undes the terms of this Arucie, Upon re-
<uusl. USErator snaii Contnue to oherate tne IsSIUneg ™-er (Of the 3CCOUNL Cf the NON-403NCONINE DArties at i rates ang charges Con-
temptatea dv this agreement. pius anv Jaditional cost ang caarges WRICH May 2rise s tNe Tesuit of tIC separate ONnersmp of the assiened -
weii. Uzon proposea abandoament cf the aroqucing snrtervacsi assienea or icased. the assienor of iessor snaii then nave e option 0

£EPUTCRASE ItS PriOr INTErest 1 1N Weii (USINE U1E SAMe Viiuauon 10Ul ) and PArucivate 1N further Operauons teren suniect to the pro-
visions nereof.

: Abandonment of Non-Consent Onerations: T2 arovisions of Article VI.E.L. or VLE.2. above shall be appiicable as derween
Consenung Parues in tne event of the propused abanaonment of any weil excepred from said Articies: provided. however. no weli shall be
permanentiv plugged and abandoned uniess and untit ail carties having the nghe to conduct further eperations therem have been noufied
ot tne croposed abandonment and afforded the opportuntey 1o eiect 1o take over the weil in accordance with the orovisions of this Article

VLIE.

. ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES
A\

A. Liability of Parties:

The liability of the parties shall be severai. not 1ot or collecuve. Each parcy shall be responsidle oniv for ws obligations. and
shail be luabie oniv for its proporuonate snare of the costs af Jeveioping and operaung the Contract Area. Accordingiy, the liens granted
imong tne parues in Article VI1LB. are given to secure oniv the debts of each severaily. It is not the intention of the parues to create. nor
snail this agreement be construed as creating. 2 MIAING OF OLNET PATtRErSAIL ur J4SSOCIAtion. Of 1@ fender e farnes hiabie as pareners.

B. Liens and Payment Defauits:

Each Non-Operator 2rants to Operator 2 lien upon us oil and gas rights in the Contract Area. and 3 security interest 1n its share
of cil andior gas wnen extracted and its interest in ail equipment. to secure pavment of its share of expense. together with interest thereon
at the rate provided in Exhibit **C"". To the extenr that Operater has a security interest under the Uniform Commercial Code of the
state, Operator shall be enutied to exercise the rights ana remedies of 1 secured party under the Code. The bringing of 2 suit and the ob-
tamng of judgment bv Operator for the secured indebtedness shail not be deemed an eiection of remedies or otherwise atfect the fien
rights or security interest as security for the pavment tnereoi. In addition. upon default by any Non-Operator 1n the pavment of its share
ot expense, Operator shall have the right, without prejudice to other rignts or remedies. to collect from the purchaser tne proceeds from
the saie of such Non“Operator s share of oif and/or pas unti the amount owed by such Non-Operator. plus interest. has been paid. Each
purchaser shall be enttied to rely upon Operator's written statement concerning the amount of any defaule. Operator grants a like fien
and securnty interest to the Non-Operators o sccure pavment of Operator's proportionate share of expense.

If any party fails or 15 unabie to pav its share of expense within sixty 160V days atter rendition of a2 statement therefor by
Operator. the non-defaulting parues. inciuding Operaror. shall. upon request by Operator. pay the unpaid amount n the proportion that
the interest of each such party pears to the interest ot ail such parnes. Each party so paying its share of the unpaid amount shall. 1o obtain
reimpursement tnereof. be subrogated to the security nghts described in the foregoing paragraph.

C. Payments and Accounting:

Except 2s herein otherwise specifically provided. Operator shall prompriy pay and discharge exp=nses incurred in the development
and operauon of the Contract Area pursuant to this agreement and shall charge each of the parties hereto with their respective propor-

nonate shares upon the expense basis provided in Exhibit **C*". Operator shall keep an accurate record of the joint account hereunder.
showing expenses incurred and charges and credits maae and received,

Operator. at its election, shall have the right from ume to time to demand and recetve from the other paruies payment in advance
of their respectve shares of the estimated amount of the expense 10 be incurred in operations hereunder during the next succeeding
moanth. which right may be exercised only by submission to each such party of an itemized statement of such estimated expense, together
withy an invoice for its share thereof. Each such statement and invoice for the payment in advance of estimated expense shall be submitted
on or before the 20th day of the nex: preceding month. Each party shall pay to Operator its proportionate share of such esnmate within
fifreen (13) days aiter such estimate and invoice is recetved. i any party fails to pay its share of said estimate within said time. the amount
due shall bear interest as provided in Exhibit ''C’* unai paid. Proper adiustment shall be made monthly between advances and actuai ex-
pense 1o the end that each party shall bear and pav 1ts proportionate share of actual expenses incurred. and no more.

D. Limitation of Expenditures:

1. Drill or Deepen: Without tne consent of all parues. no well shall be drilled or deepened. except any weil drilled or deepened
pursuant to tne provisions of Ardcie VI.B.2. of this agreement. Consent to the drilling or deepening shall inciude:

T ot

. me © meemy




A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982
ARTICLE VII

B Ovton No. 2: All necessary expenditures tor the drilling or deepening and tesung of the well. When sucn well has reached its

" authorizea deptn. and all tests nave been compieted. and the resuits thereof furnished to the parties. Operator shail give immediate notice

10 the Non-Operators wno have the r1gnt to partiipate in the COMDIeNon costs. The parties recewving sucn notuce shall have orey-eight
(+8) hours texciusive of Saturaav. Sundav and legai holidavss in wintch to etect to parucipate in the secane of casing and the compietion at-
tempe. Such eiecuon. wnen made. shall include consent 1o il necessarv excenditures 10f the COMDIEUNE and equippINg Ot such weil. in-
cluding necessary tankage and/or surtace facilities. Failure ot any partv recetving sucii nouce to repiy within the period above nxed shall .
consutute an eiecuon by that party not to ParuCIPALe n the cost of the compietion attempt. If one or more. but iess than all of the parues.
ciect to set pipe and to attempt 2 compietion. the provisions of Articie VI.B.2, hereot (the pnrase *"reworking. deepeming or piugging
back'® as contamed in Arucle V1.B.2. shall be deemad to include ' compieung ") shall appiy 10 the operanons thereafter conducead by less
than ail partes.

2. Rework or Plug Back: Without the consent of all parties. no weil shall be reworked or plugged back except 2 weil reworked or
plugged back pursuant to the provisions of Articie VLB.2. of this agreement. Consent to the reworking or piugging back of 2 well shall

inciude il necessary expenditures 1n conducting such operatons and compiating and equipping of said weil. including necessary rankage
and/or surtace facilities.

3. Other Overauons: Without the consent of all parues. Operator shall not undertake anv singie project reasonablv estmated
10 require an expendizure in excess oi_Iwenty Five Thousand & no/100 Dolars 15__25,000.00 )
except 1n connecuon with 2 well, the drilh\ig. reworking, deepemng. completing. recompieting. or plugging dack of which has been
previousiv authorized by or pursuant to this agreement: provided. however. that. in case of explasion. tire. flood or otner sudden
emergency. whether of the same or different nature. Operator may take such steps and incur such expenses as i its opimon are required

to deal with the emergency to sateguard hie and property but Operator. as prompuv as possible. shall feport the emergency to the other

parues. : . - wtoraiati-fe " SoergrorTT O

Loy llll!l!!l!!!um_ b, TOroreTT
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E. Rentis, Shut-in Well Payments and Minimum Rovyaities:

Rentals. shut-in well payments and minimum rovalties which may be required under the rerms of any iease shail be paid by the
party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have con-
tributed interexts in the same lease to this agreement. such parties mav designate one of such parties to make said payments for and on
behalf of all such parties. Any party may request. and shall be entitled to receive. proper evidence of all such payments. In the event of
failure to make proper payment of anv rental. shut-in weil payment or minimum rovaity through mistake or oversight where such pay-

ment is required to continue the lease 1n force. any loss which resuits from such non-payment shall be borne 1n accordance with the pro-
visions of Articie IV.B.2.

Operator shall noufy Non-Operator of the anticipated completion of a shut-in gas well, or the shutung in or return to production
of 8 producing gas weil. at least five (5) days (excluding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circurastances. prior to taking such action. but assumes no liability for faiiure to do so. In the event of failure by Operstor to so norify
Non-Operator. the ioss of any iease contributed hereto by Non-Operator for failure to make tmeiy payments of anv shut-in well payment
shail be bomne joindy by the parues hereto under the provisions of Article IV.B.3.

F. Taxes:

Beginning with the first calendar vear after the effective date hereof, Operstor shall render for ad valorem taxaton all properry
subjecy to this agreement which by law shouid be rendered for such taxes, and it shall pay ail such taxes assessed thereon before they
become delinquent. Prior to the rendition date. each Non-Operator shall furnish Operator information as to burdens (to include, but not
be timited to, roysities. overriding royaities and production paymentss on ieases and oil and gas interests contribuced by such Non-
Operstor, If the assessed valuation oi any ieasehold estate s reduced by resson of its being subiject to putstanding excess royaities, over-
riding royuities or production payments. the reduction in ad valorem taxes resuiting thereirom shall inure to the benefit of the owner or
owners of such ieasehold estate, and Operator shall adjust the charge to such owner or owners 30 as to reflect the benefit of such reduc-
nun.K:headvahrunmmbuedmwholeormpmuponsepuueulumoiuchpmy s working interest, then nocwithstanding
anything o the contrary herein. charges to the joint account shall be made and paid by the parties hereto in accordance with the tax
vaiue generated by each party’s working interest. Operator shail bill the other partes for their proportonate snares of all tax payments in
the manner provided in Exhibit *‘C’".

If Operator considers any tax assessment improper, Operator may, at its discretion. protest within the time and manner
prescribed by iaw. and prosecute the protest to a final determination. uniess all partes agree to abandon the protest prior to finai deter-
minatca. During the pendency of administrative or judicial proceedings. Operator may eiect to pay, under protest. all such taxes snd any
interest and penaity. When any such protested assessment shall have peen finaliv determined. Operator shail pay the tax for the joine ac-

count. together with anv interest and penaity accrued. and the torai cost shall then e sssessed against the partes. and be paid by tfu:m as
p d d m E h'! -t “C". .

Each party shall pay or cause to be paid all production. severance, excise, gathering and other taxes imposed uponvmdr respect to
the production or handling of such party's share of oil and/or gas produced under the terms of this agreement. ' et
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ARTICLE VII
continued

5. Insurance:

At all times while operations are conducted hereunder. Operator shail compiy with the workmen's ccmpensauon law of
the state ~wrere the operations are peing conducted: provided. however. that Operator may oe 2 seif-insurer for liability under said com-
pensation :aws 1 which event the oniv charee that shall be mage to the ioint account shail be us provided in Exhibit ~"C"". Operator shall
Jiso carev o srovide insurance tor the beneut of the ome account of the parties as outiined in Exhibit "D, sstacned to anc maae a part
mereot. Ozerator shaii require ail contractors engagea n work on or tor the Contract Area 10 compiv sith the workmen s ccmpensauon
AW O the srate where the operauons are ceing conducted and © maintain such other insurance as Operator mav require,

In the event automobile pubiic iizbiiity (msurance 1s speciied in sad Exhibat "D, or subsequently receives tne approvai of the
rarties. n¢ cirect charge shail be maae by Operator tor premiums paid for sucn insurance 107 Operator's sutomouve eguipment.

ARTICLE VIIL
ACQUISITION. MAINTENANCE OR TRANSFER QOF INTEREST

A. Surrender of Leases:

The leases covered by this agreement. insorar as they embrace acreage in the Contract Area. shall not be surrendered in whole
or n part uniess all parties consent thereto.

However. shouid anv party desire © ss{rrmder its 1nterest (n any lease or in any portion thereot. and the other parties do not
agree or consent thereto. the party desiring 10 surrender shall assign. witiiout express or impiled warraney ot utie. ail of its interest
such lease. or poruon thereoi. and anv weil. matenal and equpment which may be located thereon and any rights in production

thereaiter secured. to the parues not consenung to such surrender. Hibeinteresi-oi-in PRt i i 1 i

letsaio-te-on-the-iormratached-hecero-asanhibi—3- " Upon such assignment or iease. the assiening party snall be reiteved from all
obligations thereaiter accruing. but not theretolore accrued, with respect to the interest assigned or leased and the crerauon of any well
aunbutable thereto, and the assigning party shail have no further interest in the assigned or leased premises and 1ts equipment and pro-
duction other than the rovaities recained in any lease made under the terms ot this Arucle. The party assignee or iessee shall pay to the
party assignor or iessor the reasonable saivage value of the latter 's interest in any weils and equipment attributable to the assigned or leas-
ed acreage. The vaiue of all material shall be determined in accordance with the provisions of Exhibit *‘C"". less the estimated cost of
salvaging and the estimated cost of plugging and abandoning. If the assignment or icase is in favor of more than one party. the interest
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parnes.

Aaqy assignment. lease or surrender made under this provision shall not reduce or change the assignor’s. lessor’s or surrendering
party’s interest as it was immediatcly before the assignment. lease or surrender in the balance of the Contract Area: and the acreage

assigned, leased or surrendered. and subsequent operations thereon, shall not thereaiter be subject to the terms and provisions of this
agreement.

B. Renewal or Extension of Leases:

It anv party secures a renewai of any oil and gas lease subiect to this agreement. all other parties shail be nouniied promptiy. and
shall have the right for a period of thirty (30) days following receipt of sucn notice tn which to elect 10 parricipate 1n the ownership of the
renewal lease. insofar as such lease aifects ands within the Contract Area, by paying to the party who acquired it their several proper pro-
portionate shares of the acquisition cost atlocated 1o that part of such lease within the Contract Area. which shall be in proporuon to the
interests held at that time by the partes in the Contract Area.

If some. but less than ail. of the parties elect to participate in the purchase of a renewal lease. it shall be owned by the parties
who elect to participate theremn, in 2 ratio based upon the reiationship of their respective percentage of parucipation in the Contract Area
1o the aggregate of the percentages of participation in the Contract Area of ail partes participating in the purchase of such renewal lease.
Any renewsl lease in which less than ail parties elect to participate shall not be subject to this agreement.

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

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expiring lease
or cover only & partion of its area o an interest therein. Any renewai lease taken before the expiration of its predecessor lease. or taken or
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision: but any lease taken-or con-

tracted for more than six (6) months aiter the expiration of an existing lease shall nor be deemed 2 renewal lease and shall not be subject 10
the provisions of this agreement.

-~

The provisions in this Article shall also be applicable to extensions of oil and gas leases. ~

C. Acreage or Cash Coatributions: "
While this agreement is in force. if any party contracts for a contribution of cash towards the drilling of 3 weﬁﬂ?r:i:_ty. other
operstion on the Contract Ares. such contribution shall be paid to the party who conducted the drilling or other operstion lndshaﬂ be
applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the P’“’“’"_@ ‘z“‘ con-
tribution is made shall promply tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the .

L e b EAPRIANEN
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ARTICLE VIII
L.
said Drilling Parties shared tne cost of drilling the weil. Such acreage shall become a separate Contract Area and. to the extent possible, be
governed by provisions identicai to this agreement. Each party shall promotty nonity ail other parties of any screage or czsh contribudons

it may obtam in suppore of any weil or any other operauon on the Contract Area. The above provisions shail also be appiicable to op-
tionai rights to earn acreage outside the Contract Arca which are in support of 2 well drilled inside the Contract Area.

1f any partv contracts for any consideranon reiaung to disoosition ot such party’s share ot sudstances produced hereunder. such
consigerauon shali not be deemed a contribuuon as contempiated 1 this Arucie VIILC,

D. Maintenance of Uniform Interest:

For the purpose of mantanIng uniOrMILY of ownersnip in the od and gas ieasenoid interests covered by this agreement. no
party snail sell. encumber. transier or make other disposition of its interest in the leases emoracea within the Conwract Area and in wells.
equipment and production unless such disposttion covers either:

1. the entire interest of the party in 2il {eases and equipment and production: or
2. an equal undivided interest m ail leases and equipment and production in the Contract Area.

Every such sale. encumbrance. transter of other disposition made by any party shall be made expressty subiect to this agreement
and shall be made without prejudice to tne right of the other partes.

If, at any time the interest of any partyis divided among and owned by four or more co-owners. Operator. at its discretion, may
reguire such co-owners to appoint a singie trustee or agent with full authority to receive nouces. approve exoenditures, receive billings for
and approve and pay such parey s share of the joint expenses. and 10 deal generaily with. and with power to bind. the co-owners of such
party’s interest within the scope of the operations emoraced in this agreement: nowever. all such co-owners shall have the right to enter
int@ and execute all contracts or agreemens for the disposition of their respecuve shares of the oit and gas produced from the Contract
Area and they shall have the right to recewve, separately. payment of the sale proceeds thereot.

E. Waiver of Rights to Partition:

. , ¢
If perminted by the laws of the state or states in which the property covered heredv is located. each party hereto owning an

undivided interest i the Contract Area watves any and all rights it mav have to partition and have set aside to 1t in severalty its undivided
interest therein.

FReoferonsiob-Ri .

wrnten notice (o the other parties, with full infnnmon eou; i prn ui whi d the name 2nd addreas,

- W ude the name and address o
purchaser (_who must be ready, willing and able to purchase), the purchase price, and all other terms of the offer. The other tas
opuonat prior nght, for a period of ten (10) days stter recespt of the notice, ondy

rap ' (10) {0 purchase on the same terms ang
proposes 10 seli: and, if this optional right is exercised, the purchasing parues shall share the pysc

: _ . g7 y interest

bears 1o the u;m interest of n!l purchasing pantes. However, there shail be no preis il nght 1o pmﬁ&norgwmgp:y m‘:ﬁ“
MOREAgE 113 INterests, of 10 dispose of its interests by merger, reorgARIARTIOH, consolidation, or saie of all or subsianuaily ail of its azsets o a subsidiary or
f0rany company in which any one party owns s majority of the stock, or where any party elects
; L property exchange, of conveyance with & retuned production payment. or is required to scli/assign its
ERIONC I'fversmn uncera prior conuract. This Articte VIIL F. shall not be sppiicabie 10 any party’s interests where such party's
¥ greater than £0%. For purpose of this Article VIIIF_ a “party’s interest” shail be the sum of the interesss of all affiliated selling

fthe

ARTICLE IX,
INTERNAL REVENUE CODE ELECTION

This agreement is not intended to create, and shall not be construed to create. 2 reladonship of partnership or an associaton
for profit between or among the partes hereto. Notwithstanding any provision herein that the rights and liabilities hereunder are severai
and not joint or collective, or that this agreement and operations hereunder shall not constitute a parmership, if. for federal income tax
purposes. this agreement and the operanons hereunder are regarded as a partnership, each party hereby aifected elects to be ed
from the appiication of ail of the provisions of Subchapter **K"*, Chapter 1. Subtitle **A"". of the Internai Revenue Code of . 1S per-
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator s authorizad and directsd to ex-
ecute on behalf of each party hereby aiiected such evidence of this election as may be required by the Secretary of the Treasury of the
United States or the Federal Internai Revenue Service. induding spedifically, but not by way of limitation. all of the returns. statements,
and the data required by Federal Reguiatons 1.761. Shouid there be any requirement that each party hereby aifected give further
evidence of this election, eachh such panty shall execute such documents and furnish such other evidence as may be required by the
Federal Internal Revenue Service or as may be necessary 1o evidence this elecrion, No such parry shall give any notices or take any other
action inconuistent with the election made hereby. If any present or future ncome tax laws of the state or sttes i which the Conrract
Arez is located or any future income tax iaws of t ited States contain provisions similar to those in Subchapter ‘K", Chipter i.
Subtitle "*A"". of the Internal Revenue Code of $85 under wiich an eiection similar to that provided by Section 761 of the Code s per-
mutted. each parry herepy aifected shail make such election as may be permtted or required by such iaws. in making the foregmng elec-

11011, €2CHl SUCR party states that the ncome derived bv such party irom operanons hereunder can be adeguately determmed without the
computauon of partnersip taxabie income. -

o — o amg.
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ARTICLE X.
CLAIMS AND LAWSUITS

Operator may sertle anv single uninsured third party damage ciaim or suit arising from operauons nereunder if the expenditure
does not exceed Mﬂt! Five L!;ousgnd & No/100 _Dollars
3 25,000.00 1nd if the payment 1s in comolete sectiement of such ciasm or suit. i the amount recuired for sertiement ex-
ceeds tne JDOVe amount. the parues hereto shaii assume and take over tne turtier nandiing of the claim or suit. uniess sucn authonity 1§
Juiewatea to Operator. All costs ana expenses of hanaiing. setuny, or cinerwise discharging sucn claim or suut shall be at e jomnt ex-
pense of the parties partcipating tn the Operaxan rom wnich tne ciam or suit anises, lf a claim 1s maae aeainst anv party or i uny party 1s
<uLa ON ICCOURT O ANV Matter arising {rom ooerauons nereunder over wiich such individual has no controi because ot the rignts given
Operator bv this agreement. such party shall immeaiateiv nouiv all other parues. and the claim or sust shall be treated 25 any other claim

Of suit invoiving operauons hereunder.

ARTICLE XL
FORCE MAJEURE

If anv party is rendered unabie. wholly or 1n part. by torce maseure to carry out its obligauons under this agreement. other than
the obligauon to make money payvments. that party shall give to all other parues prompt written notce ot the force majeure with
reasonably full parnculars concermne it: thereupon. the obligatons ot the party eiving the nouce. so far 3s thev are atfected by the force
maieure. shall be suspended during. but no loneer than. the conunuance of the force maicure. The aftected party shall use aii reasonable
diligence to remove the force mareure sityation as quickly as pracucable.

The requirement that any force majeure shall be remegied with il reasonable dispatch shall not require the settiement of strikes.

lockouts. or other fabor difficulty by the party involved. contrary to us visnes: how all such difficuities shail be hundled shall be enureiy
~itnin che discretion of the parcy concerned.

The term “‘force maweure . is here empioved. shall mean an act of God. strike. lockout, or other industrial disturbance. act of
1he public enemy. war. blockade. public rior. hghtnine. nre. storm. floud. exolosion. governmentai action. governmentat delay. restraint
or nacuch. unavaitability of equipment. and anv otner cause. whether of the kind specificailv cnumerated above or otherwise, which is
not reasonavly within the control of the party claiming suspension.

ARTICLE XII.
NOTICES

All nouces authorized or required between the parnes and reguired by any of the provisions of this agreement. uniess otherwise
specificaily provided. shall be given in writing by maii or teiegram. postage or charges prepaid. or by telex or teiecopier and addressed to
the parues to whom the notice is given at the addresses usted on Exhibit **A ", The originaung notice given under anv provision hereof
shall be deemed given oniy when received by the party to whom such notce is directed. and the time for such party to give any notice in
response theret shall run irom the date the originaung natice 1s recetved. The second or any responsive natice shall be deemed given
when deposited in the mail or with the telegraph company. with postage or charges prepaid. or sent by telex or telecopier. Each party
shall have the right to change its address ac any ume, and from ume to time, by giving wricten nonce thereot to ail other parnes.

ARTICLE XIIL,
TERM OF AGREEMENT

This agreement shali remain in {ull force and effect 2s to the oil and gas ieases andfor oil and gas interescs subject herewo for the
period of time selected below: provided. however. no party hereto shall ever be construed as having any right. title or interest i or to any
lease or oil and gas interese contributed by any other party bevond the term of this agreement.

—t

T Option No. 1: So long as any of the oii and gas leases subject to this agreement remain or are continued in force as to any part
of the Contract Area. whether by production. extension. renewal or otherwise.

R Option No. 2: In the event the weil described in Article VLA, or any subsequent well drilled under any provision of this
agreement. resuits in production of oil and/or gas in paying quantities. this agreement shall conunue in force so iong 25 any such weil or
weils produce, or are capable of production. and for an additionai period of 90 days from cessation of all production: provided.
however. if. prior 10 the expiration of such additionai period. one or more of the parties hereto are engaged in drilling, reworking. deepen-
ing, plugging back. testing or attempuing to compiete 2 well or wells heteunder. this agresment shail continue in force until such opera-
tions have been compieted and if production resuits therefrom. this agreement shall continue in force as provided herein. in the event the
well descriped in Article VI.A.. or any subsequent weil drilled hereunder. resuits in a dry hole. and no other weil is producing. or capsble
of producing it and/or gas from the Contract Area. this agreement shall termunate unless drilling. deepeming. piugging back or rework-
ing operations arc commenced within 90 days from the date of abandonment of said weil.

It is agreed. however, that the terminanon of this agreement shall not relieve any party hereto irom any itability which has
accryed or attachied prior to the date of such termmaon.

" e e
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ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Llaws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state i which the Contract Area is located. to the vulid rules.
reguiations. and orders of any duiv consttuted reguiatory body of said state: ana to all other apphcable federal. state. and local laws. or-
dinances, rules. regulauons. and orders.

B. Governing Law:

This agreement and ull imatiers pertaining bereto, including, but not imited to. matters of performance, “U“W"g'f“‘ﬂ&,}"ﬁgkl co.

remedies. procedures, rights. duties and interpretation or construction, shutl be governed and determined by the law of the state ar
N O A TS R I T I T N T T AT S 1T TR O IO ST CS T C T o T STt

simblepovern.

C. Reguiatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operior the right of authority 0 wave or release any rights,
privileges, or obligations which Non Operators may have under federal or state laws or under rules, reguiations or orders promuleated
uader such laws in reference 1o oil, gas and minerat uperations, mcluding the lucation, operaton. or production of wells, on tracts otfset-
ung or adjacent to the Contract Ares. ‘

With respect o operations hereunder, Non-Operators agree to release Operator from any and all losses. damaes. njuries. cluims
and causes of action ansing out of. incident 1o or resuiting directly or indirectly trom Operator's interpretation or appiication of rules,
rulings, regulations or orders of the Department of Energy or predicessor oc successor agencies 10 1he exient such interpres ttion or ap-
plication was made in goud tuith. Fachh Non Operator further agrees o reimburse Operator for any amounts applicable w such Non-
Operator’s share ol production that Operator may be required o refund. relrae or pay as 2 result of such an incorrect interpretation of
application, toguther with nterest and penaiues thereon owing by Operator as o result of such ncorrect interpretation oc appiication.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil sold hereunder o to any other person or eutity pussuant to the reyuirements of the *Crude Qil Windfull Profit Tax Act
of J980™", as same may be aimended from tme 1o time (** Act™ "), and any valid regulations or rules which may be isaucd by the Treasury
Department from time to rime pursuant to said Act. Each party hereto agrees to furnish any and it ceenifications or other informatiun
which is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act.

ARTICLE XV.
OTHER PROVISIONS

A Failure of any pasty to execute this agreement shall not render it ineilective as 10 any party which does executs the same. Iff
counterparts (o this agreement are sxecuted, the signatures and acknowiedgments of the pasues, aflixed thereta, may be combined by
quuot in, and treatad and given eifect for ail purposes as a singls instrument.  This agreement aiso may be ratified by scparats

instrument referving hereto, each of which shall have the effect of the original agreement and of adopling by reference all of the

B. Notwithstanding anything 1o the contrary in Article VI.B.2. or VI1.D.2., the share of production from a weil which non-consenting
partios shall be deomicd 1o have resinquished o consencing parties in any reworking, deepening, plugging back or compicting of &
well; (as such terms are defined and used in Articie VI.B.2. and Articie VII.D.2.) shail be the non-consenting parities’ share of
production only from the intervai or intervais of the formation or formations from which production is oblained or increased as a
remult of Lthe operations in which the non-consenting parties did not panticipate. in the event 8 subseguent operation is proposed for
such well by One or more consenting panties priof 10 recovery of all costs and penaities recoverable from the relinguished interest of

nos-consenting pasty in said intervai or formation, non-consenting panty shall be entitled 1o participate therein 1o the extent of its
intarest prior 1o relinquishment.

C. Notwithstanding anything contained hercinabove to the contrary, non-operators may eiect 1o be carried as a non~consenting pasty,

in the initial well to be drilled or recompieted hereunder. The non-consenting penaity provisions of Article VI.B.2a. and b. shail be
spplicable except that for purposes of calculating payout on the initial well, if it is 8 New Mexico Fruitland Coal weil, and only if, the
*400."\figure on lines 21 and 22 of Asticle VI.B.2b. shall be repiaced with te figures "256%". All other weils rematn at %W00% *, <

D. Notwithstanding anything to tie contrary contained in Asticle VILB., esch party (contributing party) contributing & icase or

leases (original lcase) to this agreement shall have the option, but not the obligation, at any time prior 1o and for sixty (60) days after

the expiration of the originai‘lease 10 renew such ieasa and 1o alone bear the cost and expense thereof and thereby maintain its right,

title and interest in the tract or acts included in the original lease and the renewal thereof. 1f more than one party owns an interest in

tha original leass, the option granted herein shail inure 1o the benefit of such parties jointly and severaily. If any pany hereto other

than the contsibuting party (rencwing panty) the lease at any time. the renewing party shall fumish the contributing party an

ftemized sistement of the tolai cost and expense incurred in acquiring such renewal leass. The contributing party shall have siay
(60) days afier the receine of such itemized statement (0 reimburse the renewing pasty in full. If the contributing party makes such -
reimbursement, it shall receive from the renewng party an sssignment., subject 1o this sgreement, of all right, title and interest in and )
10 the renewal lease. if the coninbuting pany either renews such lesss at its expense, or fuily reimburses the renewing party, the -
panties’ interess hereunder in the Contract Area shall remain unchanged. 1f the contnibuting party exercises neither of the options .
provided above u shall thercby forfeit its right under this Anicle XV.D., as 1o such renewal lease and the renewal icase shail

thereafier be subject 10 sl the terms and conditions of Article VILB. hereof. This Anicle XV.D. shall apply in like manner 10
extensions of lease.

E. This Operating Agreement shali upersede and replace any previous Operating Agreements goveming the depths covered in the -
Caontract Area shown on the Exhibit "A".

o ..

. R .s':;
i pmyes oo Y

C ——  — a—

-14-



ARTICLE XV
OTHER PROVISIONS

Through murual consent the parties hereto may eiect to 1) convert any well drilled hereunder o a disposai well
or any other vaiuable use, or 2) convey any well drilled hereunder and sssociated facilities and equipment to
another party or group of parties and the parues hereto shail share 1n the value received and the costs borne due
to such converston or convevances as the partes’ interest s set forth in Exhibit “A". except 1n any well drilled
hereunder tn which a party or parties went non-consent in the drilling of such well and the production from such
well has not equaied the percentage of costs reiated to sucn weil provided in Arucle VIB.2., the approval of
such conversion or convevance is required only by the Consenung Parties. ang costs borne and the vaiue received
due to such conversion or convevance shall be shared by the Consenung Parties in accordance with their cost
bearing share of the driiling of such weil.

PRIORITY OF OPERATIONS

If at any time there is more than one operation proposed in connection with any weil subject to this agreement,
then uniess all Consennng Parties agree on the sequence of such operation, such proposals shall be consxdued
and disposed of in the following order of priority:

¢)) A proposal to do additionai logging, coring or tesung,

2) A proposal 0 deepen the well to “authorized depth” if logging and testing in option (1) above indicate
the weil has not reach authorized depth and formation.

3 A proposai to attempt to complete the weil at the authorized depth in the manner set forth in the AFE
(i.e., in accordance with casing, stimulation and other completion programs set forth in AFE),

(4) A proposal to attempt to compiets the well at the authorized depth in 2 manner different than as set
forth in the AFE;

(5) For a horizantal weil, 8 proposal to extend the length of the laterai drain hole for a specified number of
feet in the direcuon 1t is drilling with prionity given to the shortest additional length proposed by any of
the Consenung Parties;

(6) For a horizontal well. a proposai to drill 2 new lateral draim hole in a different direction at the
authorized depth;

0] For a horizontal well, a proposal to drill 2 new lateral drain hole a different depth, with priority given
in sscending order to objectives above the authorized depth, and then in descending order to
obyectives beiow the authorized depth;

()] A proposal 1o plug back and attempt to compiete the well at a depth shallower than the authorized
depth, with priority given to objectives in ascending order up the hole;

9 A proposal 1o sidetrack the well to a new target objective, with priority given first in ascending order

to objectives above the authorized depth, and then in descending order to the objectives below the
authorized depth;

(10) A proposal to deepen the weil below the authorized depth, with priority given to objectives in

No party may propose any operation with respect to any well (T) while there is pending a prior proposal for any

ion respecting such weil unti) that proposai is withdrawn or until the operation contempiated thereby has
been completed or (ii}) while there is m progress any operation on such well until such operation has been
completed.

If, at the time the parties are considering a proposed operation. the well is in such condition, in the Operator’s
judgment, that a reasonably prudent operstor would not conguct such openmon for fear of mechanical
difficulties, placing the hole, equipment or personnei in danger of loss or injury, or fear of loss of the weli for
any reason without being able to atempt a compietion at the authorized depth. then the proposat shall be given
1o pricrity o any proposed operation except for plugging and abandoning the weil,

Ifamllbcmgdnﬂedhcmmdalsahmmweu.thmﬁxepmamsofthnammtmlmngm
sidetracking of a weil shall be of no force and effect.



ARTICLE XV
OTHER PROVISIONS

CONFIDENTIALITY

Operator and each Non-Operator hereby agree to keep confidential all information
pertaining to the initial well drilled pursuant to Article VI.A of this Agreement. and that,
without the prior written consent of all parties hereto, the information will not be disclosed
to any person or legal entity not a party to this Agreement for a period of one year
following completion of said well as a well capable of producing or plugging and
abandonment of the same as a dry hole; except that (i) Operator shall have the right to
make such disclosures and filings as may be mandated by applicable laws, rules,
regulations or orders of governmental authorities having jurisdiction, provided Operator
shall take reasonable steps to maintain the confidentiality of such disclosures and filings to
the extent permitted by such laws, rules, regulations or orders, if any, and (ii) each party
hereto shall have the right to disclose such information to any of its affiliates, provided
such affiliate agrees in writing to be bound by the confidentiality provisions of this
Agreement. “Affiliate” means any company or legal entity which directly or indirectly
controls the disclosing party, or which is directly or indirectly controlled by the disclosing
party, or which is directly or indirectly controlled by a company or entity which directly or
indirectly controls the disclosing party. “Control” means the right to exercise more than
50% of the voting rights in the appointment of the directors of the applicable company.



A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI.
MISCELLANEOUS

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

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

IN WITNESS WHEREOF, this agreement shall be effective asof _1st____ day of April 19__97
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NON-OPERATORS CONT.

Sunwest Bank of Albuquerque, N.A |
as Agent for:

Lowell White Family Trust

Walter A. Steele

Estate of G.W. Hannett

T. G. Cornish

Patricia Hueter

Mary Emily Voller

A. T. Hannett

BY:
Catherine Rugen

Hope G. Simpson Estate

BY:

BY:
Nancy H. Gerson (FKA Nancy H. Haskens)

BY:
Minnie A. Fitting

BY:
Robert P. Fitting

BY:
Catherine H. Ruml

Katherine 1. White

BY:

BY:
Elizabeth B. Farrington

BY:
Mary S. Zick (FKA Nancy S. Zick)

BY:
Walter B. Farnham

BY:
Roy E. Bard, Jr.

BY: -
Robert T. Isham
15a




NON-OPERATORS CONT.

BY:
Mary F. Love

BY:
James C. Bard

BY:
William P. Sutter

George S. Isham Trust

BY:

BY:
Albert L. Hopkins, Jr.

BY:
Kay B. Gundlach (FKA Kay B. Towle)

BY:
Virginia W. Isham

BY:
Eleanor Isham Dunne

John M. Simpson & William Simpson Trust U/W
James J. Simpson

BY:

Michael Simpson Trust

BY:

Patricia Simpson Trust

BY:

James F. Curtis

Patrick J. Herbert III

Successor Trustee U/A/D 2-9-79
FBO James F. Curtis

BY:

15a



NON-OPERATORS CONT.

Gwendolyn S. Chabrier

Patrick J. Herbert 111

Successor Trustee U/A/D 2-9-79
FBO Gwendolyn S. Chabrier

BY:

William Simpson Trust

Patrick J Herbert II1

Successor Trustee Of The

WM Simpson Trust Dtd 12-17-79

BY:

Henry P Isham Jr., Decd

First Natl. Bank of Chicago-Agent
VW & RT Isham Trustees

UWO Henry P. Isham Jr., Decd

BY:

Cortlandt T. Hill Trust
1st Trust NA & Gaylord W. Glarner
Trustee UA Dtd 9/16/74

BY:

Martha M Lattner Trust

James E Palmer Successor
Trustee U/T/A Dtd 2/21/63
FBO Martha M. Lattner Settlor

BY:

BY:

Robert D. Fitting

BY:

W. Watson LaForce, Jr.

BY:

J. Robert Jones

BY:

Robert B. Farnham

15a



NON-OPERATORS CONT.

BY:

Charles Wells Farnham, Jr.

BY:

Louis W. Hill, Jr.

Ralph A Bard Jr, Trustee
(FKA Ralph A. Bard, Jr. Trust)
U/A/D February 12, 1983

BY:

Ralph Austin Bard Jr.
(FKA Ralph A. Bard, Jr. Trust)
Trustee U/A/D 7-25-49

BY:

Guy R. Brainard Jr. Trustee, of
the Guy R. Brainard Jr, Trust
Dated 9/9/82

BY:

Ralph U. Fitting Jr., Trust

BY:

Sabine Royalty Company

BY:

Judith Shaw Trust
U/A/D 4-14-66

BY:

Nancy C. Bard, Lisa Bard Field
Sharon Bard Wailes & Travis
Bard Ind & Collectively As

Co Trustees U/C/O Dtd 10-7-86

BY:




NON-OPERATORS CONT.

Elizabeth T. Isham Trust
Robert T. Isham & G.S. Isham &
First Natl Bank Of Chicago Trust

BY:

Roger D. Shaw Jr, Trust
U/A/D 8-27-62

BY:

William W. Shaw Trust
U/A/D 12-28-63

BY:

BY:

Diane Derry

BY:

Joan Derry

Anthony Bard Boand

BY:

BY:

Dorothy M. Derry

Keyes Baber Properties
C/0O TX Commerce Bank Midland
Acct #50-1532-00

BY:

BY:

George A. Ranney

BY:

Fredrick F. Webster, Jr.
(FKA Webster Properties Partn.)

FF Webster IV Trust Estate
(FKA Webster Properties Partn.)

BY:

15a



NON-OPERATORS CONT.

John I. Shaw Jr., Trust
U/A/D 1-2-57

BY:

Susanne Shaw Trust
U/A/D 9/11/53

BY:

Arch W. Shaw II Trust
U/A/D 2/1/71

BY:

Bruce P. Shaw Trust
U/A/D 6/8/72

BY:

Norman L. Hay Jr., Trustee of the
Norman L Hay Jr. Gs Trust

BY:

Edward L. Ryerson J.r Trust
(Fka Edward L. Ryerson)
Cambridge Trust Co Trustee

BY:

Margaret Stuart Hart

Northern Trust Bnk/Lake Forest

& Margaret Stuart Hart Co-Trustee
U/A Robert Douglas Stuart

BY:

Robert Douglas Stuart Jr.
Northern Trust Bank/Lake Forest
& Robert Douglas Stuart Jr,
Co-Trustee U/A Robert D. Stuart

BY:

15a



NON-OPERATORS CONT.

Anne Stuart Batchélder Trust
First Natl Bank Of Chicago &
U/A Robert Douglas Stuart

BY:

Harriet Stuart Spencer
First Natl Bank Of Chicago &
U/A Robert Douglas Stuart

BY:

15a



ACKNOWLEDGMENTS

STATE OF NEW MEXICO )
) ss.
COUNTY OF SANJUAN )

The foregoing instrument was acknowledged before me this | day of
_, 1997, by Robert T. Kennedy, Attorney-in-Fact, of Burlington Resources
Oil & Gas Company, a Delaware corporation, for and on behalf of said corporation.

Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
1997, by , ,of
,a corporation, for and on behalf of said
corporation.
Notary Public
My Commission Expires:
STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , , of
Trust.
Notary Public

My Commission Expires:




ACKNOWLEDGMENTS CONT.

STATE OF )
) ss.
COUNTY OF )
The foregoing instrument was acknowledged before me this day of
, 1997, by , an individual.

Notary Public

My Commission Expires:




