BEFORE THE

OIL CONSERVATION DIVISION

NEW MEXICO DEPARTMENT OF ENERGY AND MINERALS

IN THE MATTER OF THE APPLICATION OF

BURLINGTON RESOURCES OIL & GAS COMPANY

FOR COMPULSORY POOLING AND A NON-STANDARD CASE NO. 11808
GAS PRORATION AND SPACING UNIT, SAN JUAN

COUNTY, NEW MEXICO

IN THE MATTER OF THE APPLICATION OF =97

BURLINGTON RESOURCES OIL & GAS COMPANY

FOR COMPULSORY POOLING, AN UNORTHODOX ===~~~ . *---CASE NO. 11809
GAS WELL LOCATION AND A NON-STANDARD

PRORATION UNIT, SAN JUAN COUNTY, NEW MEXICO Consolidated

TOTAL MINATOME CORPORATION’S MOTION FOR STAY
OF DIVISION ORDERS R-10877 AND R-10878

Total Minatome Corporation ("Total") by and through its undersigned counsel and in
conformance with Division Memorandum 3-85, moves that the Division enter its order staying
Division Orders No.s R-10877 and R-10878 entered on September 12, 1997. Total submits that
the Division’s compulsory pooling orders should be stayed for two separate but equally
compelling reasons:

(1) Until the merits of the effectiveness of Order R-10815 establishing 640-acre spacing
for deep Pennsylvania formation wells is resolved by the Eleventh Judicial District Court, the
parties and the Division are faced with the potential of multiple and inconsistent liabilities. (2)

Burlington has placed inappropriate conditions on the ability of the pooled interests owners to
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make an election to participate in the Marcotte No. 2 well and the Scott No. 24 well by
imposing unauthorized terms that exceed the scope of Orders R-10877 and R-10878.
I. The effect of the District Court litigation on the Division’s compulsory pooling orders.

On June 5, 1997, the New Mexico Oil Conservation Commission entered Order No. R-
10815 which established gas spacing units consisting of 640 acres for gas production below the
base of the Dakota formation within the surface outcrop of the Pictured Cliffs formation in the
San Juan Basin. By its terms, the effective date of Order No. R-10815 was June 30, 1997, the
day of its publication in the New Mexico Register.

Prior to the effective date of Order No. R-10815, Burlington filed its application for
compulsory pooling in Case No. 11808 on June 11, 1997 and in Case No. 11809 on June 17,
1997. At the time of Burlington’s applications, effective spacing for deep gas wells in the area
was 160 acres. Burlington originally proposed a 160-acre spacing and proration unit for its
Marcotte No. 2 well in Section 8 consisting of the SE/4 of said section. Burlington staked the
location for the Marcotte No. 2 on February 16, 1997 and contemporaneously filed its C-102
and Notice of Staking and APD forms with the NMOCD and the BLM, respectively, reflecting
a 160-acre spacing and proration unit. Burlington commenced the drilling of the Marcotte No. 2
well on June 25, 1997, eight days following its application in Case No. 11809 and five days
before the effective date of Order No. R-10815. Burlington owns 9.31045% of the working
interest in the 640-acre unit proposed to be dedicated to the Marcotte No. 2 well.

On May 23, 1997, in response to Burlington’s April 22, 1997 well proposal letter, Total
provided its consent to participate in the Marcotte No. 2 well under the terms of a pre-existing
land contract (the GLA-46 Agreement) between Total’s predecessor and Burlington’s
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predecessor. Burlington subsequently advised that it regarded Total’s consent to voluntarily
participate in the well under the GLA-46 Agreement as being ineffective and that it would
proceed to force pool Total’s interests. Burlington simultaneously sought the compulsory
pooling of the separate working interests owned by the so-called GLA-66 group.
Contemporaneously, the GLA-66 owners sought the Commission’s reconsideration of Order R-
10815 for, among other reasons, the fact that none of the GLA-66 owners were provided with
notice of the Commission’s spacing proceeding. The GLA-66 owners’ request for
reconsideration was not granted and those owners subsequently sought judicial review of the

Commission’s action in the Eleventh Judicial District Court in Aztec. (Timothy Johnson,

Trustee for Ralph A. Bard, Jr., et al., vs. Burlington Resources Oil & Gas Company, a

corporation and the New Mexico Qil Conservation Commission, Eleventh Judicial District Case
No. CV-97-572-3)

On September 15, 1997, the Eleventh Judicial District Court granted the motion of the
GLA-66 owners to stay Order R-10815. However, in the course of its bench ruling, the District
Court indicated that the stay of Order R-10815 would apply only to the GLA-66
owners/plaintiffs. Since the September 15, 1997 hearing, counsel for Burlington and the GLA-
66 owners have been unable to agree on a form of order for entry by the Court staying Order
R-10815. Consequently, it will be necessary to conduct a presentment hearing on the form of
orders proposed by the parties. Counsel for the Oil Conservation Commission has approved the
form of order proposed by the GLA-66 plaintiffs.

The District Court’s bench ruling staying Order R-10815 generates a tremendous amount
of uncertainty in the operation of the 640-acre spacing rule and its concomitant effect on the two
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compulsory pooling orders. On the one hand, Order No.s R-10877 and R-10878 effectively pool
the working interests of both the GLA-66 owners and Total Minatome Corporation over the
breadth of the 640-acre spacing and proration unit. However, because of the District Court’s
ruling, the ostensible effect of the compulsory pooling orders are to pool the GLA-66 working
interests on only a 160 acre basis under the previously effective field rules for wildcat gas wells.
The practical consequences created by the conflicting judicial and administrative orders

are apparent: Until the underlying issue of the propriety of the 640-acre spacing versus 160-acre
spacing is resolved, the respective correlative rights of all the working interest and royalty
interests are necessarily affected. Consequently, Burlington’s authorization to pool the various
working interests and to produce the existing Marcotte No. 2 and the prospective Scott No. 24
wells must be stayed. Until the appropriate basis for spacing formations below the base of
Dakota is determined and applied to all working interests on a uniform basis, such matters as
the determination of participation factors, the allocation of costs and the entitlements to the
production of pooled hydrocarbons cannot be reconciled. Burlington will have no sound basis
for the allocation of costs when it issues its joint interest billings or for the allocation of
production proceeds when it attempts to issue Division orders. Similarly, the unequal
application of spacing rules will necessarily result in disproportionate takes among the affected
working interests when Burlington attempts to produce the wells. There are no provisions in
the Division’s compulsory pooling orders authorizing disproportionate takes or gas balancing
among the working interests or royalty interests and there is likewise no statutory authority for
the Division to order the same. Pooled production on behalf of those working interests
ostensibly participating on a 160-acre basis would necessarily be at the expense of those pooled
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on a 640-acre basis. Consequently, the correlative rights of the respective working interests and
their royalty interests are demonstrably impaired.

The conflict between the administrative and judicial orders places Burlington and the
working interests in an impossible situation: unavoidably, multiple and inconsistent liabilities
are created for all working interests and the operator. Consequently, these circumstances require
the entry of an order staying the effect of the Division’s pooling orders until the spacing rules
are determined with finality and are applied on an equal, uniform basis across the resulting
proration unit.

I1. Burlington is attempting to impose additional terms and conditions on the election
to participate.

On September 12, 1997, the Division issued Orders No.s R-10877 and R-10878
effectively pooling the uncommitted interests to the two wells proposed by Burlington. Aside
from the dilemma created by the conflicting administrative and judicial orders with respect to
the effective spacing for the proration units. The two pooling orders are largely generic in form
and deviate little from the substance of compulsory pooling orders issued by the Division in the
past and relied on by industry for decades. Decretal paragraph 4 on page 10 of order No. R-
10878 for the Marcotte No. 2 requires non-consenting interest owners to elect to participate in
the well by paying their share of estimated well costs within 30 days from the date the operator
provides its schedule of estimated well costs. By so doing, the non-consenting interest owner
is able to avoid the statutory risk penalty charges. Because the Marcotte No. 2 well was
commenced well in advance of the issuance of Order R-10878, decretal paragraph 3 of the order
required Burlington to furnish its itemized schedule of estimated well costs "after the effective

date of this order."
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On September 19, 1997, Total received Burlington’s September 15, 1997 transmittal
advising of the Division’s issuance of Order R-10878 and enclosing a copy of Burlington’s
itemized estimated well and facility costs and AFE. (See Exhibit 1, attached.) In its September
15 transmittal, however, Burlington advised that in order to participate in the well under the
terms of the compulsory pooling order, Total should pre-pay its share of the $2,316,973.00
estimated completed well costs, execute the enclosed AFE and also execute Burlington’s April 1,
1997 Operating Agreement.' (Exhibit 2.)

The Burlington requirements that the pooled working interests execute the April 1, 1997
Operating Agreement and the AFE are new conditions to those interest owners’ election to
participate in the well and are not authorized under the terms of Order No. R-10878 or any
interpretation thereof. It is an improper use of the administrative process to seek to compel an
involuntarily pooled interest owner to become bound to the terms of an unacceptable private
contract that exceed the scope of the compulsory pooling statutes and orders. Indeed, it was
Burlington’s insistence on the use of its customized operating agreement with such provisions
imposing a 400% non-consent penalty, prohibiting access to the drilling location and to drilling
and completion data, confidentiality restrictions and unacceptable gas balancing terms that had
much to do with the unwillingness of the uncommitted interests to commit to the well in the first

place.

'Burlington’s September 15, 1997 transmittal represents that "Loyal Moore Trust/Tital
Minatome Corp. is now working toward voluntary joinder pursuant to the terms of a mutually
acceptable Operating Agreement." In fact, Burlington has communicated with neither the Loyal
Moore Trust group nor Total Minatome Corporation since the July 10th examiner hearing.
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Burlington’s new conditions contravene both the terms of the pooling orders and the
procedures of the Division. In effect, the operator has eliminated the ability of the previously
uncommitted interest to consent to the operation and avoid the risk penalty by tendering its share
of estimated well costs. Consequently, the rights of the pooled interest owners under the Orders
R-10877 and R-10878 are negated by the new terms and conditions imposed by the operator.

CONCLUSION

For the above reasons, the Division should enter its order immediately staying Orders
R-10877 and R-10878 pending further disposition by the Commission and adjudication by the
Court. Further, in consideration of the fact that the election period under order R-10878
automatically terminates on October 19, 1997, an expedited ruling on this Motion for Stay is

requested.

MILLER, STRATVERT & TORGERSON, P.A.

By //&u_s:”&\cﬂ

J. Scott Hall

Attorneys for Total-Minatome Corporation
Post Office Box 1986

Santa Fe, New Mexico 87504-1986

(505) 989-9614
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Certificate of Mailing

I hereby certify that a true and correct copy of the foregoing was mailed to counsel of
record on the 3 day of October, 1997, as follows:

W. Thomas Kellahin, Esq.

Kellahin & Kellahin

P.O. Box 2265

Santa Fe, New Mexico 87504-2265

Attorneys for Burlington Resources Oil & Gas Company

J. E. Gallegos, Esq.

Gallegos Law Firm, P.C.

460 St. Michaels Drive #300

Santa Fe, New Mexico 87505-7602

Jason Doughty, Esq.

Gallegos Law Firm, P.C.

460 St. Michaels Drive #300

Santa Fe, New Mexico 87505-7602

T L coo <ReRR

J. Scott Hall
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RECEIVED

BURLINGTON - L /
RESOURCES _ e 19 1w {fy

SAN JUAN DIVISION N o o ”‘_LAND ADM‘N’STRATION
September 15, 1997

CERTIFIED-RETURN RECEIPT REQUESTED

Total Minatome Corp.

Attn: Ms. Deborah Gilchrist
2 Houston Center, Suite 2000
909 Fannin

Houston, TX 77210-4326

RE: Compulsory Pooling Order R-10878
Marcotte #2 Well
All of Sec. 8, T31IN, R10W
639.78 Acre Unit
San Juan County, New Mexico

Dear Ms. Gilchrist:

Please reference our past correspondence on the captioned well. As you are aware
Burlington Resources Ol & Gas Company (Burlington) filed with the New Mexico
01 Conservation Division for compulsory pooling of the drilling unit for said well.
After hearing the matter, the Oil Conservation Division has now issued order R-
10878 (dated September 12, 1997) a copy of whlch is enclosed, pooling the acreage

and interests necessary for drnilling.

Burlington, pursuant to the terms of the enclosed order, is hereby notifying Loyal
Moore Trust / Total Minatome Coxp. of its right to participate in the well pursuant
to this order. For your review, ] am enclosing a copy of the itemized estimated well

and faclity costs, and the Authority for Expenditure.

Buzlington does however realize that Loyal Mooxe Trust / Total Minatome Corp. is
now working towards voluntary joinder pursuant to the terms of a mutually
acceptable Operating Agreement. Since this is the most desirable method of joinder
for all parties involved, we will continue, during the thirty (30) day decision period
imposed on you by the order, to work toward that end. If such an agreement is
timely reached, we will either make application to vacate the Order or dismiss you

from the Oxder.

If however you elect to participate or Farmout in the well pursuant to the terms of
the order you should do the following: e .

3535 East 30th St.. 87402-8807. P.O. Box 4289. Farmington. New Mexico 87499-4283, Telephone 505-326-9700. Fax 505-326-9833
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1. Evidence your election to parddpate by reviewing the estimated well
costs and executing the enclosed Authority for Expenditure.

2. Execute the previously forwarded Operating Agreement dated Aprl 1,
1997, and forward the signature pages to the undersigned.

3. Prepay your 4.6522% share of the $107,791.00 total estimated completed
well costs. The prepayment should be in the form of a cashiers check or

certified bank check.

4. Or execute the previously forwarded Farmout Agreement dated June 16,
1997, and forward the signature pages to the undersigned.

The executed authority for Expenditure and the prepayment of well costs must be
returned to Burlington at the letterhead address within thirty (30) days of your

receipt of this letter.

If you do not voluntarily join the well within the thirty (30) day period or if we do
not receive your joinder pursuant to the referenced order within the thirty (30) day
period, it will be assumed that you have elected not to participate in the well.
Burlington under the terms of the order has the right to drill the well and recover
your pro-rata share of reasonable well costs from production. Burlington will also
be allowed to recover an additional two hundred percent (200%) of reasonable well
costs as a charge for bearing risk of drilling the well.

I look forward to hearing from you on this matter. If you have any questions or
require further information, please advise.

Sincerely,

/72/_
ames R. J. Strickler, CPL
Senior Staff Landman
(505) 326-9756

JRS:dg
s:\dawn\james\marhearing.doc
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BURLINGTON RESOURCES SEP 19 1997 J{’/7
Farmingion Region
Post Office Box 4283 i
Farmington. New Mexico. 87495 LAND ABMIN] STRAT'ONC\,
(505) 326-8700 .

3

AUTHORITY FOR EXPENDSITURE

AFE No.: 3 S !131 Ll{ Property Number: 0!2 586-2 Qﬁ 2020/97
Lease/Well Name: Marcotte #2 OP Number: 6 I ?2 3 7
Field Prospect: San Juan Basin Penn Operator:  Burlington Resources Region: Farmmgton
Locaton: Sec. 8. T3IN. R1IOW County: San Juan State; NM

AFE Type: 1-New Drill Onginal: _ X Supplement: _ Addendum: __  APIWeil Type:

Objective Formanon:  Pennsyivanian Authorized Total Depth (Feet):  14.000"

Project Description:  Pennsvivanian test in San Juan Basin - Exploratory well - Arch Rock Prosoect

Estimated Sfart Date: 2rd Qtr 1987

Prepared By: C.E. Lane

Estimated Completion Date: _ 2rd Qtr 1997

GROSS WELL DATA
Driliing Workover/ Constructicn
Ory Hole  Suspenued Cormmoietion Facility Total
Oays: 58 2 12 Y 72
This AFE: $1.713.800 577.100 $407.073 3$119,000 $2316.973
Pdor AFE's: 0 S0
TOTAL COSTS:  $1.713.800 $77.100 $407.073 $119.000 $2.316.973

JOINT NTEREST OWNERS

Working Interest

Company: Percent Ory Hole § Completed $
Buriington Resources: —5.310450% S 109.286 $ 215,721
Trust 0.00% 0 $0
Others 90.689550% 81,064,514 §2,101,252
AFE TOTAL: 100.00% $1.713.800 $2.316.973
. : BURLINGTON RESOURCES APPROVA
approved: JPHper Approved: %Jm—
Title: 14 Date:¥frelq 3 Tile: 2o = .

Dafe: 4-/4~9

Approved, Approv 4 . _
Title: Tie: g2 s b s . 2ms o Date: 'Z//e‘é
PARTNER APPROVAL
Company Name: Date:

Authorized By: Title:




BURUNGTON RESOURCES
Farmungton Region

Post Office Box 4289
Farmingicn, New Mexico, 87493
(505) 326-9700
AUTHORITY FOR EXPENDITURE
iy -
AFE No.: 3 S ) Property Number: O !2‘3 EC\Q Qu 2720097
’
Lease/Well Name: Marcotte #2 DP Number: 5 1923 r
Field Prospect  San Juan Basin Penn Operator: Burlington Resources Region: Famington
Location; Sec. 8. T31N. R10W County: San Juan State: NM
AFE Type: 1-New Drill Originair X Supplement: Addendum: APl Welt Type:
Objective Formation: Pennsyivanian Authorized Total Depth (Feet): 14,000°
Project Description:  Pennsvivanian test in San Juan Basin - Exoloratory well - Arch Rock Prospeat
Estimated Start Date: 2rd Qtr 1097
Prepared By: C.E Lane
Estimated Completion Date: 2rd Qtr 1997
GROSS WELL DATA
Drlling Workover/ Construction
Dry Hote Suspenceq Comptetion Fadiitty 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 30
TOTAL COSTS: $1.713.800 $77.100 $407.073 $118.000 $2.316.973
JOINT INTEREST OWNERS
Working Interest
Company: Percent Dry Hole $ Compieted 5
— N —— e ——
Burfington Resources: 9.310450% S 109.286 § 215,721
Teust: 0.00% 0 $0
Others : 90.689550% $1,064.51% ) $2,101,252
AFE TOTAL: 100.00% $1.713 _S51.713800 _52.316.973

BURLINGTON RESOURCES APPROVA
Appmved- W %;.U Approved: %/‘J/

Title: Date:¥1 rslq 3~ Title: Za / (Y4S4-97
Approved; 4. /(M y APP“"'M?% i /- P
Title: Date: m THeI (/. 2 i < =~ Date: 5_(4@4"’
PARTNER APPROVAL
Company Name: Oate:

Authorized By: Title:




A.APL. ;{0@@10-1982
MODEL FORM OPERATING AGREEMENT
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OPERATING AGREEMENT

DATED

April 1 , 19 _97

OPERATOR BURLINGTON RESOURCES OIL & GAS COMPANY

CONTRACT AREA _ SECTION 8, TOWNSHIP 31 NORTE, RANGE. 10 WFEST

_Qots 1, 2, 3, 4, 5, X/2, NE/4 SM/4, W/2 SW/4 (ALL)

COUNTY OR PARISH OF _SAN JUAN STATE OF _NEW MEXICO

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

Marcotte #2
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A.APL FORM 0610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT
THIS AGREEMENT. entered 1nto by and betwecn____BURL__INGTON RES OURCE_S__OI_L_ &_ QA_ﬁ COIE AL!Z

her ter i and
reterrea (o as “"Operator ', and the SIENatory party or parues ower than Uperatar. somenmes herematter reterred to individuaily herein
as “Non<Operator . and collecuvely as * Non-Operators .

WITNESSETH:

WHEREAS. the parties to this agreement are owners of oil and gas ieases andsor oil and gas wntereses in the land idennified in
Exhibit "*A"", and the parues herero have reached an agreement to expiore and deveiop these ieases ancror ol ana gas interests tof wie
producuon of oil and gas to the extent and as heremarter provided.

NOW, THEREFORE. it 13 agreed as follows:

ARTICLE 1.
DEFINITIONS

As used in this agreement. the following words and rerms shall have the mearungs here ascnibed 1o them:

A. The term “oil and gas™’ shall mean ol gas. caunghead gas. gas condensate. and all other liquid or gaseous hvdrocarbons
and other marketable substances produced therewith. unless an intent to e the inciusiveness of this term 13 speciically stated.

B. The terms ‘‘oil and gas lease™. "‘lease’” and “leasehoid™” shall mean the oh and gas leases covenng tracs of land
lving within the Contract Area which are owned by the parves to this agreement.

C. The term "oit and gas interests’ shall mean unleased tee and gunerzi interests  wacts of land iving within we
Contract Area whuch are owned by partes 10 tius agreement.

D. The term "'Contract Area’” shall mean all of the lands. ot and gas lezsenold nterests and oil and gas interests intended to be
developed and operated for oil and gas purposes under this agreement. Such lands. > . 3
are described in Exhibit “'A"".

E. The term ‘“‘drilling unit'" shall mean the area fixed for the drilling of one well by order or rule of any suate or
federal body having authority. {f 2 drilling unit i3 not fixed by any such rule or orcer, 2 drilling unit shail be the drilling unit as establish-
ed by the partern of drilling in the Contract Area or as fixed by express agreement of the Drlling Parves.

F. The term *‘drillsite” shail mean the oil and gas lease or mrerest on which 2 proposed well is to be located.

G. The terms **Drilling Party™" and **Consenung Party’" shall mean 1 party who agreet to 1oin i and pay s share ot the cost of
any operation conducted under the provasions ot this agreement.

H. The terms ""Non-Drilling Partv'” and ‘‘Non<onsennng Partv’' shall mean 1 pamy who elecis not 10 parnapate
in a2 proposed opersuon.

Unless the context otherwise ciearly indicates. words used in the unguar inciuce tre piural, we plurzl includes the
singuiar. and the neuter gender inciudes the mascuiine and the femmine.

ARTICLE 1L
EXHIBITS

The following exhibits, a3 indicsted below and artached hereto. are incorporated in and made & part hereof:
@ A. Exhibit “*A", shall include the following informanon:
{1) dentification of lands subject to this sgreement,
{2) Restricions, if any, as to depths, formations, or substances.
(3) Percentages or fractional interests of parties to this sgreement.
(4) % " ® Lo, py .1 - ” [ P .
(5) Addresses of parties for notce purposes.

& C Exhibic “"C*, Accouncing Procedure.

® D. Exhibit D", [nsurance.

(X E. Exhibit “E", Gas Balancing Agreement.

® F. Exhibit “F", Noo-Discrimination and Certification of Non-Segregared Facilities,
[ .

o B ot e T e T »
o oratar

I sny provision of sny exhibit, except Exhibits “E' and “‘G™, is i with any provision ¢ ined in zhe body
of this agreement, the provisions in the body of this agreement shall prevail. x
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ARTICLE 1L
INTERESTS OF PARTIES

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred mn overanons under this agreement shall be borne and
paid. and ail equipment and matenais acquired in operauons on the Contract Area shall be owned. by the parues as thesr interests are set
forth in Exhibit *'A"’. [n the same manner. d\epamsshzﬂahoownaﬂproaucncnofodmdmmmtheConmAmmmm&e
payment of royaities to the extent o . due. e

OTY,

Regardless of which party has conwributed the leasats) andfor ot and gas interesus) herero on which royaity is due and
pavable, each party entitled to receive 2 share of production of oil and gas irom the Cantract Area shall bear and shall pay or debiver. or
cause to be paid or delivered. w the extent of its interest 1n such production. the royalty amount stipulated hereinabove and shall hold the
otner parties iree fram any liability therefor. No garty shall ever be resconsible. however. on 3 price basis higher than the price recerved
by such party, to any other party’s lessor or royaity owner. and if any such other party’s lessor of royalty owner shouid demand and
recerve settiement on 2 higher prite basis. the party contnbuting the aifected isase shall bear the additionat royaity burden annbutabie to
such higher price.

Nothing contained in this Artcle l[1.B, shall be d an asugnment of CrOsS

ent Of interests covered hereoy.

C. Excess Rovaities, Overriding Rovaities and Other Paymenus:

Unless changed by other provisions. if the mterest of any party m any iease covered hereby 13 subject 0 anv rovalty.
overriding royairy. production payment or other burden on producton m excess of the amount sapuiated in Arucle 1I1.B.. sucn party so
burdened shall assume and slone bear ali such excesy oblig and shal} ing iv and hold the other parues herero harmuess from any
and all claims and demnands for psyment asserted by owners of such excess burden.

D. Subsequenty Crested Interests:

If any party shouid herearter create an overriding royaity. Drogucncn payment Of Ctnier Durcen payaoie out ot Sroducnon
atmbutadle 10 13 working 1ncerest hereunder, or if such 2 burden existed price to tis 2greement and is not set forth in Exhibit “"A™" . or
was not disciosed 11 writing to il other parues orior o the executon of this 2greement by ail paroes. or 13 not a yointly acknowiedged and
accepred obligzaon of ail parues tany such interest pemg heremsiter referrea to a5 *‘subsequenty created mierest” irremectrve of the
uming of its reanon and the party out of whose working mrerest the subsequently created mterest is derived being heremaiter referred
to s *‘burdensd party''), amd: '

1. If the burdened party s required under this agreement to asugn or retinguish to anv other party. or parnes. il or 2 pornon
of its working interest and/or the producton anbutable thereto. said other party, or parues, shall receive said asugnment andior
producton free and clear of s2id subsequendy created interest and the burdened party shall indemmify and save said other party,

or perties. harmiesy from any nd all claims and dermands for payment asserced by owners of the subsequently cresced nterest:
and,

2, ¥ the burdened parry fails to pay, when due, its share oi expenses chargeable hereunder. all provisions of Article VILB. shail be
mbkagmn:hzmbgqumuvcramdmmmmemmeumqmmkagmmem;mmoi
the burdened party.

ARTICLE IV.
TITLES

A. Tide Examination:

Title exxminstion shall be made on the drillsite of any proposed well prior to commencement of drilling operanons o. i
the Drilling Parties so requese, title exammnaticn shall be made on the lexsas andior oil and gas nrerests included. or plannea to be includ-
ed. in the drilling unit around such well. The opinion will include the ownership of the working interest. minerals. royaity, overnding
royaity and production pay under the applicable leases. At the time s weil is proposed. each party contributing leases and/or oil and
gas interests to the drillsite, or to be included i such drilling unit. shall furnish to Operator all abstraces lincluding federal lease staruy
repomr.xiﬂeopm?m.dﬂemmmdmmmmdhmmmmdmunumhﬁomunnnnm‘mthema:sicnoior
made svailable to Operator by the partes. but necewsary for the examination of the title, shall be obtained by OperatorOperzior shall
cause title to be examined by arrorneys on its staff or by outside attomneys. Copxadaﬂndeopmmﬂuﬂbchxmbedmuchmny
hmThemmmnadbyOmmrmﬂmudepm{nmshzﬂbebomeuioM
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ARTICLE IV
coatinued
& Option No. 2 Costs tncurred by Operator in procuring abstraces and fees pad ouside armomeys for ntle examinsdon
(including pr V. supp i. shutn gas rovaity opinrons and division order title opintonsi shall be borne oy the Drilling Parties

in the propornon that the interest of each Drilling Party bears 10 tne total interest of all Drilling Parnes as sucn interests appear in Ex-

hibit **A"". Operator shall maxe no charge for services rendered by its st arrorneys of other personned in the pertormance of the above
funcoons.

Each party shail be responsiple for secuning curative matter and oooiing dments or age s recuired 1n connection
with leases or oii and gas interests contriputed dv such parcy. Operator snall be responuble for 1ne preparauon and recoraing of pooting
designanons or asclarauons as weil as the conduct of heanngs petore governmentat agencies 107 the secunng of spacing or poountg orders.
This shall not prevent any party rrom appesning o s own dehalf at any such heanng.

No well shall be drilled on the Contract Arez unui atter (1) the tite to the drillsite or drilling unit has been examned as above
provaded. and (2) the ttie nas been 2pproved by the exaruning attorney or ttie has been accepted by zll of the parnes wno are 1o par-
ucipate in the drilling of the weil.

B. Loss of Title:

Fritoreor-Tides L e il
reduction of interest rom that snown on Exhibit **A'". the party contnbuung the nfea:d la.se or tnterest shnu have ninety (90)
from final determunanion of title failure ta acquire 2 new lease or other instrument cuning the enurery of the title failure. which
uon will not be subject to Aructe VII.B.. and failing to do so. ths agreement. nevertheless, shall contnue n torce 23 0 all r
and gas leases and interests: and.

{a) The party wnose ou and gas lease or interest is Jiiected by the nuie filure shall bear aione the enure ioss anytit shall not be
enttled to recover from Operatoe of the other parnes any development or operaung costs which it may nave tneretoiop€ pawd or ncurred.
bug there shail be no additional liability on its part to the other partes herero oy reason of such utle fadure:

() There shall be no retroacuve adustment of expenses mcurred or revenues reverved {rOm e opera f the interest which has
been lost. but the imnterests of the parues shall be revised on an acreage basis. as of the tme 1t is determmed [pfally tat tele fasiure has oc-
curred. so that the interest of the party wnose lease of interest is atiecred by the utle iailure wiil th er be reauced in the Contract
Area by the amount oi the mrerest jost:

{¢) It the proporasnate mterest of the other parues herewm in any producing well th )ore drilled on the Contract Ares is
increxsed by reason of the title failure, the party whose ttle has failed shall recetve the
terest (less costs and burdens attributable dheretol unl it has been reimbursed for un:
weil;

(d) Should any person not a party to this agreement. who is determmed 10
failed. pay 1 anv manner any part of the cost of operaucn. deveiopment. or squf
who bore the costs which are so refunded:

(e} Any liability to account o a third party for prior production of

K attributable 1o the tncrease i such in-
costs paid by 1t in connecton wath such

e owmer of anv interest in the ude which has
mit. sucn amount shall be paid o the party or parnes

i and gas which arses ov reason of tite fmiure shall be
borne oy the party or parnes wnose utie faied in the same propornonyin which they snared n such orior producnon: and.,

() No charge shail be maae 10 the xnt acoount for iegal ex; . tees or salaries. i connection win the cefense of the meerest
cizimed by any party hereto. it bemng the mennon of tne parmes hypdeto tnat each shall defend titie o 1ts interest 3nd bear aii expenses in
connecuan therewith.

L Loss bv Non-Pavment or Erroncous Pavment A1 Amount Due: [f. through mistake or oversignt. inv rentai. shutan well
payment, munmmunt rovaity or rovay pavment. 18 ng¥paid or 1s erromeoustv pud. and as 2 resuit 1 iease of nterest theremn termmnates.
there shall be no monetary liability aganst tne ¥ who {ailed to make sucn payment. Unless the party who failed to make the required
payment secures s new lease covering the same yiterest within ninery (X)) days trom the discovery of the failure to make proper payment,
which acquisition will not be subject to Artiple VIILB.. the mterests of the parues shall be revised on an acreaze vasis, eifecuve #s of the
date of termmnation of the lease mvoived, the party who failed to maxe proper payment will no longer oe credited with an mterest in
the Contract Area on account of ownpf3hlip of the iease or mrerest which has termnated. [n the event the pacty who failed to make the
required psyment shall not have fully resmibursed. a¢ the ame of the loss, from the proceeds of the saie of oil and gas axerbutsble 0
the Jost interest. calculated on 30 acreage basis, for the develor and op g costs theretofore paid on account of such interest, it
acmalcnmthenminrtpmdbvit(butnotformmddaemolmydryholeprevmslydriued
Hromsomucho(the‘" ing as is Y 1 effect reimb

bo.

) less operaring exp h sccrued aeeributable to the lost mterest on an acresge basis, of thar poroon of
produced and marketed (excluding producrion from any weils theresfter drilled) which, in the absence of such lezse
ibutable to the ot i onmacrugemupmthewumdnnmvutdmm the proceeds of said

—~

(c) Anyuuns.upmdummmutummendm matmavbepndbvmvpumvhon ot becomes. the owner of the tnerest

D R w-perTr—ro-TTTETERTET, ..

and shall be borne by all parnes in proporuen to therr interests. There shzll be no mdxustmem of interests m tne remaming pumm of
the Contract Area

3. Other Losses: All losses mcurred. evher=ar rtore rrretey—fiv=thd - . shall be joint losses
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ARTICLE V.
OPERATOR

A. Designation and Responsibilities of Operator:

BURLINGTON RESOURCES OIL & GAS COMPANY shall be the
Operator of the Contract Area. and shall conduct and direct and have full controi of all operations on the Contract Area as permitted and
required by. and within the limits of this agreement. [t shall conduct all such operanons n 2 good and workmanlike manner, but it shall
have no liability as Operator to the other parties for losses sustained or Habilities mncurred. except such a5 may result from gross
negligence or willful misconduct.

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

1. Resignation or Removal of Operator: Operator may resign at any tme by giving written nodce thereaf to Non-Operatars.
1f Operator terminates its legal existence. no longer owns an interest hereunder in the Contract Area. or 1s no longer capable of serving as
Operator, Operator shall be deemed t0 have resigned without any action by Non-Operators, except the selection of 4 successor. Operator
may be removed if it fails or refuses to carry out its duties hereunder. or becomes insoivent. bankrupt or is placed in receivership, by the
affirmartive vote of two (2) or more Non-Operators owning a majority interest based on ownership as shown on Exhibit **A”" remaining
after excluding the voting interest of Operator. Such resignation or removal shall not become effecuve until 7:00 o'clock A.M. on the
first day of the caiendar month following the expiration of ninety (907 days after the giving of notice ot resignation by Operator or action
by the Non-Operators to remove Operator. uniess a successor Operator has been selected and assumes the duties of Operator at an earlier
date. Operator, after effecave date of resignauon 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 singie suosidiary, 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 shali be selected by
the parties. The successor Operator shali be seiected irom 1he parnes owning an mnrerest 1n the Contract Area 2t the ume such successor
Operator 18 selected. The successor Operator shall be selected by the affirmauve vote of two (2) or more parues owning a majority interest
based on ownership as shown on Exhibit **A " provided. however. if an Operator whxch has been removed fails to vote or votes only to
succeed itself, the successor Operator shall be seiected by the affirmative vote of two (2} or more parties owning a majonity interest based
on ownership as shown on Exhibit '*A’" remaining aiter excluding the voung interest of the Operator that was removed.

C. Employees:

The numoer of empioyees used bv Operator 11 conducung operaucns flereuncer. their selection. and the nours of tabor and the
compensation for services pertormed shail be determined by Operator. and ali sucn empiovees snali be tne cmpiovess ol Operator.

D. Drilling Contracts:

All wells drilled on the Contract Ares shall be drilled on a2 competitive contract basis at the usual rates prevaling i the area. If it so
desires, Operator may empioy its own tools and equipment 1n the driiling of wells. but its charges therefor shall not exceed the prevailing
rates in the area and the rate of such charges shall be agreed upon by the parties in writng before dritling operanons are commenced, and
such work shall be periormed by Operator under the same terms and conditions as are customary and usuai in the area in contracts of in-
dependent contractors who are doing work of a similar nature.

ARTICLE V1.
DRILLING AND DEVELOPMENT

A. Initial Well:
or recowpletion
Onorbeforethe 1st _ dayof _Japuary 19 98 , Operator shall commence the driiling of 2 well for
oil and gas at the following location:

Section 8, TIIN-RIOW
San Juza County, New Mexico

and shail thereafter continue the driliing of the well with due diligence to

16,000* or depth sufficient to test the Pemnsylvanian formation, .
whichever is the lesser depth -

unless granite or other practically impenetrable substance or condition in the hole. which renders further drilling impractical, is en-
countered at a lesser depth, or uniess all parties agree to complete or abandon the well at 2 jesser depth. T

Operator shall make reasonable tests of all formations encountered during drilling which give indication of conuini_{xg oil and
gas in quantities sufficient to test. unless this agreement shall be limited in its 2pplication to a specific formation or formations, in which

event Operator shall be required to test only the formation or formations to which this agreement may apply. e AT
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ARTICLE VI
contirmied

U, in Operator’s udgment. the weil will not produce ail o gas u caving quanulies, and 1t wishes to piug and abandon the
weil as 3 dry hole. the provisions of Asricie VLE.]. shall thereatter appiy.

B. Subsequent Operations:

1. Proposed Operauons: Should anv party hereto desire to driil anv weit on tne Contract Area other than the well crovided
for 1n Arucle VIA.. or to rework. deepen or piug back a dry hole driiled at tne 1oint expense of all parues or 2 weil jointiv owneg by all
the parues and not ten producing in paying quanuties. the party desuring to anil. reworx. deepen or piug back such 2 weil shall aive e
other parues written nouce of the proposed operauion. specifying the work 10 te pertormed. the locauen. propased depth. objecuve torma-
t1on and the esumated cose ot the operzuon. The parues receiving such a nouce shall have thirty (30 days atter receipr ot the nouce
within which to nouiy the party wishing 10 do the work whether they eiect 10 parncpate in the cost ot the proposed overauon. it 1 dnii-
ing rig 1s on locauan. notce of 2 proposal to rework. plug back or drili deeper mav e piven by telephone and the response perioa shall be
limited to forty-etghc (48} hours. exclusive of Saturday, Sundav and legal houdavs. Failure ot 2 party recetving such nouce to reply within
the period above fixed shall consutute an efecton by that party not to parucivate 1n the cost ot the proposed operaaon. Any notce of
response given by teiephone shall be promptly confirmed in wriang.

1f all parues elect to paruapate in such 3 proposed operanon. Operator snail. within mnety (90) davs after expiraton of the nouce
pericd of thurty 130) davs (or as promptiy as possible aiter the expranon at e forty-eight (48) hour period when a dniling rig 15 on loca-
tion. as the case may delk actually commence the propased operauon ana compiete 1t with due diligence at the risk ana cxpense ot ali par-
ties hereto: provided, however. sa1d commencement date may be extended upon wnrten nouce ot same by Operator to the owner parues.
for a penod of up to thirty (30) additionai days if, in the sole opmion of Operator, sucn addinonai ume 1s reasonadiv necessarv (o odtain
perrruts from governmeniai authoniues. surtace rights unciuding rightsof-wavi or appropriate dniling equipment. or 10 compiete utie ex-
Jminanon or curauve macter required for utie approvai or acceptance. Notwitnstnaing the torce maeure provisions ot Articie X L i the
actuai operation hias not been commenced within the ume provided linciucing any extension therect as specuicailv nermitteq hereiny anc
if any party nereto suil desires to conduct said operauon. written nNotce ProbosiNg $3ME MUst be resubmurted 10 the oter parues 1n aLcar-
dance with the provisions nereot as if no prior proposal had deen made.

2. Operanons by Less than All Pardes: If any parry receiving sucn nouce as provided in Arncle VIB.L, or VILD.1. (Opoon
No. 2) elects not to parucipate in the proposed operatcn. then. 1n oraer to oe enutied 10 the benetits of thus Article. the party or parues
aiving the nouce and sucn other parues as shail eiect © parucate in e coerancn shall, sathin amety (90) days atter tne expraoon of
the nouce period of thirty 30) days (or 25 prempty as possibie aiter the =xpirauon of the terry-cight (48) hour period when a dniling ng s
on location, as the case may be) actuailv commence the Proposec operauon ana compicte it with due diligence. Operator snall pertorm ail
work for the account of the Consenning Parues: provided. however. if no driiing nig or otner cquitmrent 13 on iocation. and if Overaror 15
2 Non-Consenung Party, the Consenung Parues shail either: 12) request Overator to perform tie worx required by sucn proposed opers-
tion for the account of the Consenung Parties, or (b) designate one {1) of the Consenung Partes as Operator to perform such work. Con-

sennng Parues, when conducung operauons on the Contract Area pursuant to uns Arucle V1.B.2., shail comply with all terms ana con-
divons of this agreement.

If less than aii parues apprave any proposed operauon. the proposing party. i diately after the expiraton of the appiicabie
notce period. shail advise the Consenting Parties of the total interest of the parues 2pproving such operation 2nd its recommendacon as
to whether the Consenting Parties should proceed with the operznon as proposed. Each Consenting Party, within forty-sight (48) hours
{exciusive of Saturday, Sunday and legal holidays) after recetpt of such notice. shall sdvise the proposing party of its desire t0 1a) limit par-
ticipation to such party'y interest as shown on Exhibit **A™" or (b) carry 1ts proportonare part of Non-Consenting Parties” interests. and
failure to advise the proposing party shall be deemed an election under (). In the event a drilling rig is on Jocation, the tme permurted for
such 2 response shall not exceed 1 totat of forty-eight (48} hours tinclusive of Saturday, Sundsy and legal holidays). The propoung parry.
at its election. may withdraw such proposal if there is insuffident parncipanon and shall promply nonfy ail parties of such decision.

The entre cost and risk of conducting such operations shall be borne by the Consenting Parties in the proportions they have
elected 10 bear same under the terms of the preceding paragraph. Consenting Parvies shall keep the leasehold estates involved mn such
operations free and clear of all liens and encumbrances of every kind created by or arising from the operaucns of the Consenting Parties.
I such an operation results in 2 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 piugged back under the provisions of this Articie results m a pro-
ducer of oil and/or gas in paying quanities. the Consenting Parties shall compiete and equip the well to produce at their sole cost and risk.
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ARTICLEVI
contirued

and the weii shall then be rumed over to Operator and shall be operated by it 21 the expense and for the account of the Consenting Par-
ties. Upon commencement of operations for the drilling, reworking. deepenme or piugging back of any such weli by Consenung Parties
int accaraance wath the provisions of this Aruocie. each Non-Consenung Party shall be d d to have reanquished to Cor g Pardes,
and the Consenang Parnes shali own and be enaded to recetve. 1 proportion 10 therr respective meerests. all of such Non-Consenung
Party's unterest 1n the weil and share of producton theretrom unai the proceeds of the sale of such share. ciculated at the well, or
marxet value tihereot if such share ts noc sold. {after deducung production taxes, excise taxes, rovaity, overriding rovaiy and other m-
tereszs not excepted by Arucle [1.D. pavaoie out or or measured by the producnan trom such well actruing with respect o such utterest
unui 1t revern; shall equat the toi of the 1ollowing:

(a) 100% of each such Non-Consennng Party’s share of the cost of any newiv acquired suriace equipment deyond wtne welhead
connecnons lincluding, but not limited 0. stock tanks. separators. treaters. pumping equipment and piping). plus 100% of each such
Non-Consennng Party’s share of the cost of operauan of the well commencing with first production and continuing unul eacn such Non-
Ce g Party's relinquished interese shall reverr w 1t under other provisons of this Arucle. it bemg agreed that each Non-
Consenang Party’s share of such costs and equipment will be that mterest which would have been chargeabie o such Non-Consenang
Party had 1t parucipated in the well from the begmmng of the operavons: and

®) 400 7o of that portion of the costs and expenses of drilling. reworking. deepening, plugging back. tesung and comolering.
aiter deducung any cash conwributions recetved under Arucle VILC., und 7% ot that poruon of the cost ot newiv acquired equip-
ment in the weil (to and inciuding the weilhead connecuons), which would have been chargeable o such Non-Consenung Party if it had
partcipated therewn.

An election not 1o partcipate in the dnlhing or the desperng of & well shall be deemed an election not to partictpate m anv
re-working or plugging back operauon proposed tn such a weil, or poruon thereol, 1o which the 1mual Non-Consent eiecuon applicd
that 1s conducted at any tune pnor to tull recovery by the Consentng Parues of the Non-Consenting Partv’s recoupment account. Any
such reworking or plugging back operauon cond d during the recoupment penod shall be deemed part of the previous non-consent
operation on satd well and shail be added (0 the sums to be recouped by the Consenting Parttes. If such 2 reworking or pluggng back
operauon is proposed during such recoupment penod. the provimons of this Article VI.B. shall be applicable as between said
Consenung Parties 1n said well. Similarlv. an eiection not to parucipate in the compietion or piugging back of a well shail be deemed
an election not 10 participale in a reWOTXINg operaucn proposed in such well, or pornan thereof, to which the non-consent election
appited. that 1s conducted at any ume prior o full recovery by Consenting Parties of the Non-Consenting Party's recoupment amount.

During tne period of time Consenting Purmies ars entitied 0 recewve Non<Consencmng Party's snare of producmon. of the
proceeds theretrom. Consenting Parues shail be r bie for tne payment oi all productcn. severance. excise, gathenmng and other

1axes. and all royaity, overriding royaity ana other burdens appiicable 1o Non-Consenting Party's share ot production not excepred by Ar-
ticte LD,

In the case of any reworking. plugging back or deeper driliing operation. the Consenang Partes shall be permmnted o use. free
of cost, all casing. tubing 2nd other equipment n the well. but the ownership of ail such equep shall unchanged: 2nd upon

abandonment of a weil alter such reworking, plugging back or deeper drilling, the Consentng erda. shall sccount for all such equip-
ment 10 the owners thereof. with each party recetving its proportionate part in kind or in value, less cost of salvage. -

Within sixty (60) days sfter the compietion of any operston under this Article, the party conducting the operstions for the
Consenting Parties shall fumish each Non-Consenung Party with an inventory of the equipment in and connecred to the well. and an
itemized statement of the cost of drilling. deepening. plugging back. testng, compieting. and equipping the well for producton: or. at its
opticn. the operating party. in lisu of an itemized statement of such costs of operation. may submit s detsiled statement of monthly bill-
ings. Each month therexiter, during the ume the Consenting Parties are being reimbursed as provided above. the party conducting the
perstions for the C ing Parties shall furnish the Non-Consenting Parties with an iremized stztement of all costs and labilities n-
cusred in the operxtion of the weil, together with a statement of the quantiry of oil and gas produced from it and the amount of proceeds
realized from the sale of the well’s working interest production during the preceding month. In determining the quantity of oif and gas
produced during mny month. Consenting Prties shail use industry accepted methods such as. but not kimited t0. metering or periodic
weil teses. Any amount reslized from the sale oc other disposition of equipment newly acquired in connection with any such operstion
which would have been owned by 2 Non-Consenting Party had it parucipated therein shall be crediced sgainst the toul unreturned costs
of the work done and of the equipment purchased in determming when the mterest of such Non-Consenung Parry shall revert to it as
above provided; and if there 13 2 credit balance, st shall be pud to such Non-Consenting Parry.

-6
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ARTICLE V1
continued

{f and when the Consenang Parues recover from a Non-Consenung Party's reiinguished interest the amounts provided for above.
the reunquished ntereses of such Non-Consenung Parry shall automaucaily revert to 1t. and. from and aiter sucn revermon, such Non-
Consenung Party shall own the same interest in such well. the matenal and equipment n of pertaining thereto, and the proguction
theretrom as such Non-Consenang Partr wouid have been enitied to had it parucipated in the drilling. reworiung. deeperung or piugging
back of saic well. Therearter, such Non-Consenung Party shall be charged with and shall pay i1s proportionate part ot the further costs of
the operauion of said weil in accoraance win the terms of this awreement ana the Accounung Procegure attached herero.

Notwithstanging the zrovisions of :his Arucle V1.B.2., it 15 agreen thar without the mutual consent ot zll parties. no weils shall
be compieted in or produced from a source of suppiy trom which a veul iocated etsewnere on the Contract Area 13 producing, uruess such
well coniorms to the then-exsung weis spzcang pattern tor such source of supply.

The provisions of this Arucle shall have no appiication whatsoever to the dnilling of the initial well described in Article VI.A.
except (3) as to Article VILD.1. (Opuon No. 2\ if seiected, or (b} as to tne reworking. acepemink and plugging back ot such instial well
uiter it has been drilled to the depth speciiied in Arucle VLA, if it shall thereatter prove to be 2 dry hole or. i initally compieted ior pro-
ducdon. ceases 10 produce in paving quantues.

3. Stand-Bv Time: When a weil which has been drilled or derpened has reacned 1ts authonzed depth and all teses have been
compieted, and the resuits thereot furmisned to tne parues. stand-dy costs Incurrea vending resOONse (0 2 Party s NOUCE PropoMNg 2
reworking, Geeperung, plugging Dacx or compleuny operanon in such 3 well shall be cnargen and bome as part of the dnlling or oeepen-
\ng operation just compieted. S1ang-oy costs supseauent o il parties responding. o exoWanon Of tNE FEIPONSE tMe perminted, Mhichever
first occurs. and prior 1o agreement as to wie parucwatng interests of all Consenung Parties pursuant to the terms of the second gram-
matical pacagraph of Articte VI.B.2. shad be cnareed t0 and borne a8 part of the proposed ooerazon. dut if tie Dropasai is subsecuentiy
withdrawn Decause of nsutiicient partcroanon. such stand-bv coses snall be ilocatea oetween the Consenting Parties i tne proporucn
each Consennng Party’s interest as snown on Exhibit **A’" bears 1o tne total interest as snown on Exhibit " A" of all Consenung Par-
ties.

4. Sidetracking: Exceor 1s neremaster orovided. those provisions of tiis agreement appiicable t0 1 “deeveniny’ operaoon shall
iso be appiicabie to uny proposal o direcucnauy control ahd INEENNONALY CEVIAIE 1 Wetl swememererrer 50 13 (0 CRIANES the botrom hole
iocapon (nermn cailed '“sidesracking 'l uruess acne to swgnten tne hoie or ¢ drili aroung wax n tne hoie or because of other
mecnanical difficpines. Any partv naving the 11201 1O DIMKKIDITE 1N 2 DIOMOSET SICLLTICKINY ODELIUON LNt AVES NOT OWN an 1Aterest n the
aitecred weil bore 2t the ome of tne nonce shall. upon siecung IO PITTCEDALE, TENOLT 10 NE WEil DO OWNETS 1ts Sropormonate wnare fequal
10 |13 wterest in the sidetracxing operancni Of tNe value of that poruon of tne exsung weil bore 10 de yuiizen as follows:

(3) U the proposal is for sidetracxing an extsung dry hoie, remoursement shall be on e pasis of the actual costs ncurred in
the tnidal drilling of the well down 0 the oept at which the sidetracking operation 1S instiated,

(b) If the proposal is for sidetracting a well which has previously produced. reimpursement shall be on the basis of the weil’s
lvabl Is and eq down to tne depth at which the sidetracking operauon 13 irutated. determined in accordance with the
provisions of Exhibit *C’". less the ) cost of saivaging and the d cost of plugpng and abandoning.

In the event that notice for 2 sidetracking operation is given while the drilling rig 10 be utilized is on location, the response period
shall be limited o forty-eight (48) hours. exclusive of Saturday, Sunday and legal holidays; provided. however. any party may request and
receive up to eight (8) additional days aiter exprration of the forey-eight (48) hours within which to respond by paying for ail stand-by dme
incurred during such extended response period. If more than one party elects wo take such additional time to respond to the nouce, stnd-
by costs shall be aliocated berween the parties taking additional time to respond on a day-o-day basis in the proportion each electing par-
ty’s interest as shown on Exhibit **A’* bears to the total interest as shown on Exhibit **A’" of all the elecnng parvies. In all other in-
stances the response period to 2 proposai for sidetracking shall be limited to chirty (30) days.

C. TAXING PRODUCTION IN KIND:

Each parry shall take in kind or separately dispose of its proport share of all oil and gas produced from.the Contract Area,
exclusive of producnon which may be used in development and producng operaucns and in preparing and treating oid and gas for
marketing purposes and production unavoidably lost, Any extra expendirure meurred in the taking in kind or scparate disposizion by &y
party of its proporgonate share of the production shall be borne by such party. Any party tking its share of production in kiad shali be

e o IR
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ARTICLE VI
congnued

required 10 pay for oniy 1ts proporucnate share of such part of Operator's suriace laclities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of i3 interest in proouction trom

the Conuract Area, and. except as pravided in Arucle VILB., shail be enutied to receive payment directly from tne ourcnaser tnercof for
s snare ot ail producuon,

In the event anv party shall faii to make tne arrangements necessary to take in kind or separatetv dispose of 1S sroporuonate snare ot
the o1l proauced irom the Contract Area. Overator snall have we right. suolect to the revocauon at Wil by the £arry owming i, dut not
the obliganion. o purcnase such od or seil it to others ac any nme and from ume (o ume. for the accournt of tne non-akme pire s the
best price obtainabie in the area for such producuon. Any sucn purchase or sale by Operator shall be subiect aiwavs to e niunt of the
owner of the producuon to exercise at any tume 1S right to take in kind. or separately dispase of. 115 snare o ail o1 not oreviously
delivereq to a purchaser. Any purchase or sale by Operator of anv other partv s share of oil shall be onlv for sucn reasananie cenods of
ume as are consistent with the mumimum needs of the industry under the particuiar CFCUMSIANCes. DU 1N NO EVENT 107 1 PENoEgd i CXCEsS
of one t1) year.

In the event one or more parties’ separate disposttion of 1ts share of the Ras causes spiit-stream deliveries (o sepzrate prpeunes andior
deliveries which on a day<o-day basis for any reason are not exactiy equai to 2 Party s respecuve proporuionate snare ot total vas sales to
be allocated to 1t. the balanaing or accounting between the respective accounts of the parties shall be in accorgance witn any gas oaianang
agreement between the parnes hereto, whether sucn an agreement 1s attached as Exhibit "'E™". ur is 2 separate agreement.

D. Access to Contract Ares and Information:
lupon prior notification to the Operator
Each party shall have access to the Contract Arealat ail reasonable tumes. at 1ts soie ¢OSt 2nQ £ISK tO IGSDECt Of ODSErve orerauons.
and shall have access at reasonabie times to INformMation pertaining 1o the gevelooment Of operation thereot. inciuding Operator s books

and records relaung thereto ,Operator. upon request. shail furnisn each ot tne otner parues with copies of all lorms or rerorts tiled with
governmental agencies,

aily driliing reports. weil logs, tanx tables. daiiv gauie and run tickets and reports of SIOCK 0N AING at the tirst of
each montn. and shali(make available sampies ot any cores or cutungs taxen Irom anv weil driiled on tne Convract Area. The cost of
yathening and furmismnghintormation to Non-Operator. other than tnat speiiied apove. shall be ¢hargeu to n¢ Nun-Operator that ce-
quests the informanon. “-During drilling, cowpletion, and workover operations, access shall be limited to
only those personnel directly involved in performing the actual work.

E. Abandoament of Wells:

1. Abundonment of Drv Holes: Excent for any welf drilled or deepened pursuant to Arncle VI.B.2.. iny weil whicn has been
drilied or aeepenea under tne terms of thus agreement and 15 croposed to be compieted as a dry hole shail not oe pluggea and abandoned
sthout the consent of all parnes. Should Operator. aiter diligent ertort, de unable to contact any partv. or should any party tail o repiy
within forty-e1gnt (48) hours (exciusive of Saturdav. Sundav and segai hoiidays) atter receipt of nouce of ihe oropesai to piug and abandon
such webl, sucn party snall be deemed 10 have consentea 1o e proposed abanccament. All sucn weils snall be piwggea and abancened in
accorgance with appiicabie reguiatons and at the cost, Nsk ana expense of the parties who paruasated 1 the cost of drilling or ceepening
such weil. Any party who oorects to piugging and abandoning sucn weil shall have e rignt to taxe over tne weil and conauct turtner
operauons in search of o1l andior gas subject to tne provisions of Arucle VIB.

2. Absndonment of Wells_that_have Produced: Exceot tor any weil in which 2 Non-Consent operauon has besn conducted
hereunder for which the Consenung Parties nave not been tuilv rembursed s heremn provided. any weil which nas been complered as 2
producer shall not be plugged and abandoned without the consent of il pares. if all parnes consent w such abanacnment. tie weil shall
be plugged and abandoned 1 accordance with applicable reguiauons and at the cost. risk and expense of all the parues hereto. if. within
thirty (30) davs aiter recerpt of notice of the proposed abandonment of any weil. all parties do not agree to the abandonment of such well.
those wishing to contnue its pperation from the mnterval(s) of the formanonis) then open to production shall tender 10 each of the other
parties its proporticnate share of the value of the well's salvable materisl and squipment. determined in accordance with the provisions of
Exhibit **C™, less the estumnated cost of saivaging and the esumated cost of piugging nd sbandoning. Each abandoning party shall assign
the pon-sbandoning parties, without warranty, express of impiied. a3 to title or 13 1o quansty, or fitness for use of the equipmenc and
material. all of its interest in the well 1nd related equipment. together with its interest in the lexsehold estate as to, but only 23 to. the in-

terval or mtervais of the formagion or formations then open to production. U-whe slihasbandoning pasucisoriacludacansiland.
Sl v nald ddels al L othand-aeslesse-lisutad Lo.cha VO
- L d - R e -
eeveis-0i-ihe-é § hen-op e I P vess-and salong th free 2t oil andior gasispeo-
» >y
duoed from-thed o o-ob-tihe i ithereov—such Joase_sobeonthe form aitichad as-Exhibi
ve Yo
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ARTICLE V1
cortinued

¢ shall encompass dhe **drilling unic * upon which the weil is located. The peyments by. and the
ASSIINMENLS OF 1e2ses t0. tne assignces shall be 1N 2 ranio pases upon the relationship of (REIr IESDECTIVE PErCEnIaNe of barucpanon in the
Contract Ares 10 tae aggregate of tne percentages of parmaipzucn in the Contract Area of ik asugness. There shail be no readjusament of
interesss i the remasung poruon of the Contract Area.

- The of leases 5o |

Thereatter, acandomng parties sA3il Nave NO mrtaer resTCRsIDIY, fabiiity, U1 INTETESt 1N (e UDETItILA VI OF production IICT
ne Well in tNe iNtervai OF INIETVaLs (Nen OBLA OINEr tNAN TNE rovAILES FELAINEd 1N any Iease Madc LNGLT the terms of thas Arucie. Upon re-
wuust, Ooerator snail continue 1o operate tne 2sS1NCA Weli tof the ACCOURL £f (NE NON-JDINCONINE PArties at (NS £ates ang charees con-
tempuated DY this agreement. pius 4nv 1adiuoNal COSt aNa €713rges WAICT MAV Irisé 28 (RE resust Of tNE SEParate oWNRersmo of ine assigned
«eti. Uron proposed abandonment cf the AroQuCing (meervaisi Bsined of (c1sed. tte ssiunor or wssor shall then have e option to
PEPUCCRZ3E 1TS PrIOT INTETEST N e Weil 1usng the SAME V3IU4UON I0fMULL) INQ DarucIpate 1N IUILREr CDUTIUONS NCTEIN SUPIECT to the pro-
visions nhereof.

2. Abandonment of Non-Consent Ooeranons: The provisions of Article VI.E.L. or VI.E.2. ubove shall be appicable as between
Consenting Parties tn the event Ot the proposed abanaonment ot any weii excepten from said Arucies: provided, hawever, no weil shall be
rermanently plugged and abandoned uniess and untl ail curties having the nent to conduct further operagons theren have peen notdied
ol the proposed abandonment and aifprded the opportunity to eiect o take over the weii i accoraance with the provisions of this Arucle

VLE

. ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liabiiiey of the parues shall by severai. not yant or coilecuive. Zuch partv shail be responsioie vniv tor s odilgations. and
shall be irable oniv for its proporuanate snare ol 1ne Costs of Jeveionink anc operaung the Conwact Area. Accoraingty, the uens granted
among the parues in Arucle VILB. are miven to secure aniv tne oedts of eacn severailv. it 1S not tne mtenuon of the parues to create. nor
saall this agreement oe constriied as Croanng. 3 MIAIMR OF OtNCT PArtNETsME ur JSSOCLAUON. Of (O renger (nc ~arties habie as parmers.

B. Lieas and Payment Defauits:

Each Non-Operator grants to Operator 3 lien upon 1ts oil and gas rights in the Contract Area. and 3 security interest in its share
of ott andsor gas when extracted and its meerest i il eqUIPMENL. (O SECUre pavMent ot (ts SRArC O LXPETISE. IIZETNES Witk tnrerest thereon
at the rate provided in Exhibit "C*". To the sxtent that Operatcr has 2 security meerest under e tmiorm Commernal Code of the
state, Operator shall be enttied 10 excrouse tne rights ana remedies of 2 secer=a o2ty under the Code. The brinaing of a suk and the ob-
tning of judgment bv Operator tor the secureg tndeotecness shall not e cesmen In elerTICN O TETTIEQILS OF CNErwIse aiect the hen
rights or secuney 1rerest as sacurty {Sr tne navment tnerzol. In additicn. uoon detauit oy any Non-OPErator 1 tne pavment of its snare
ot exvense, Operator shail have the ngnt, sithout nrewudice 10 otRer Ngase or remexes. (0 coilect :Tom ne purchaser tne proceeds from
tne xaie of such Non“Operator's snare of ol andior gas unui the amount owea oy such Non-Operatcr. sius mterest. nas peen pad. Each
purcnaser shall be enttled to reiv upon Operztor's wnirten statement concerming the amount of anv default. Operator grane 2 like lien
and security mrerest to the Non-Operators to secure payment of Operator s proporuonare snare of expense.

It any party fails or 1s unable to pay 1s share ot expense within sixey (G0) days arter rendition ot 2 statement thercfor by
Operator. the non-detauiting parues. inciuding Operartor. shall. upon revuest by Operator. pay tne unpaid amount 1n the proporton that
the mterest of each such party dears to the mterest of all such parnes. Each party so paying 1ts snare ot the unpaid amount shzil, to ootun
rexmbursement tnereof, be subrogated to the s.curity nghts descnibed 1n the {oregming paragraph.

C. Pay and Acoi ing:

Except 2s herein otherwise specifically provided. Operator shall promptiy pay and discharge expenses incurred in the development
and operanon of the Contract Area pursuant to this agreement and shall charge each of the partes hereto with therr respecuve propor-
uonate shares upon the expense basis provided in Exhibit **C**. Operator shall keep an accurate record of the foint account hereunder.
showng expenses incurred and charges and credits made and received.

Operator. at its elecrion, shall have the right from ome to tme to demand and receive from the other partes payment in advance

of their respectve shares of the d of the exp to be incurred in operztions hereunder during the next succeeding
month, which right may be exercised only by submission to each such party of an itemnized ent of such esu d exp geth
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of esti d shall be submitred

P

on or before the 20th day of the next preceding month. Each parry shall pay to Operator 113 proportionate share of such estimate within
fifteen (13) days aiter such estimate and invoice is received. il any party fails to pay its share of said estimare within said time. the amount
due shall bear mterest as provided in Exhibit **C’* unul paid. Proper adjusunent shall be made monthly berween advances and acrual ex-
pense to the end that each party shall bear and pay 1y proporuonate share of actual expenses incurred. and no more.

D. Limitation of Expenditures:

1. Drill or Deeoen: Without tne consent of aii parues. no well shall be drilied or deepened. except anv weil drilled or deepened
pursuant to e provisions of Article VI.B.2. of this agreement. Consent to the drilling or deeperung shall include: - -

\
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& Ovton No. 2: All necessary expenditures tor the drilling or deepening and tesung of the well. When such well has reached its
autnotized depth. and all tests nave been compieted. and the results thereot furnisied to the parues. Operator shall eive immeduate notice
to the Non-Operators who have the rignt 10 paruapare i the COMDIENON Costs. The parties recoiving sucn notice shail have tortveeht
(48) hours texciusive of Szturaav, Sundav and legal holidavs)in which to eiect to parucipate i the setung of caung and the comptetion at-
tempt, Such elecnon. when made. shall include consent 1o 3ll necessary expenautures lor the compieung and equipping ot such weil. in-
ciuding necessary tankage anaor surtace faciiities. Faiiure o any party recewving such nouce to repty within the period above txed shall -
consarute an election by that party not to parucipate m the cost of e compietion attempt. i one or more. dut iess than all of the parues.
elect to set pype and to attempt a compietion. e provisions of Arucie VILB.2, hereot (the pnrase 'reworking. deeperung or pluyging
back’* as conmamed in Arucle V1.B.2 shall be deemed to include *“compiening ) shall appiy to the operapons thereatter conducted by less
than all parpes,

2. Rework or Plug Back: Without the consent of ail parues. no weil shail be reworked or piugged back except a weil reworked or
piugged back pursuane to the provisions of Arucle VI.B.Z of this agreement, Consent to the reworking or plugging back of a well shall
inciude ail necessary expenditures 1n conducung such operanons 2nd compieung and equipping of saud well. including necessarv tankage
andfor suriace facilities.

3. Other Overtnons: Without tne consent of ali parties. Overator shall not undertake anv singie project reasonabiv esumared
10 requure an expendiure n excess oi_1¥enty Five Thousand & no/100 Doliars 15__25,000.00 ;
except In connecnon with 3 well, the drilling. reworxing. deepening. compienng. recompienng, or plugging back of which has been
previousiv authorized by or pursuant 1o thus agresment: provided, however, wnat, 1n case of expiosion. 1ire. flood or ower sudden
emergency. whether of the same or different nature, Operator mav taxe such SIeps and INCUr SUCH EXPENSES 28 1R 1S HpUCh are required
10 deal wich the emergency o sateguard life ana propercy but Qoeracor. as promopety as oc.wbl: shall rcporr tne emcrgencv (o tne other

i
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E. Rentais, Shut-in Weil Payments and Minimum Rovalties:

Rentals, shut4n weil payments and mmimum royaities which may be required under the terms of any lease shall be vaid by the
party or parties who subiected such lezse 10 tits agreement at 1ts Or their exvense. in the event two or more parties own and nave con:
tributed interests in tle same iease (o this agreement. 3uchl darmes mayv destenate one of SUCh parnes 10 Mmake said paymenss tor and on
behalf of all such parnes. Any party mav request. and shall be enatied 10 receive, proper evrdence of ail such payments. in tne event of
failure to make proper pavment of anv rental, shut-m weil saymen: or mmmum rovaity IRrouEn Tustake or oversighr wnere such pay-
ment 18 requred t0 conunue the ease i {02, anY (O3S WAICA rEsuits irom suen non-oavment shail be porne in actorgance win wthe pro-
vimons of Aracle [V.B.2

Operator shall nonfy Non-Operator of the anucipated comptenon of a shutan gas weil, of tne shutung in or return to oroducnen
of a produany gas weil. at ieast five (9) days texcluding Saturday, Sundav and iegai hoiidavsh, ot at the eariiest opporTunity permirted by
circumstances, pror to taking such 2O, but assumes no habilicr for iatlure to ao so. la the event of failure by Operator o s0 noufy
Non-Operator. the loss of any lease contnouted nereto by Non-Onerator for faslure to maie umery payments of any shut-n weti payment
shall be borne jointly by the parues hereto unaer the provusions of Arncle IV.B.3.

F. Taxes:

Beginning with the first calendar year siter the efiscuve date hereof, Operytor shall render for ad valorem taxanon ail property
subject 1o this agreement which by law should be rendered for such taxes, and it shail pay all such taxes assessed thereon pefore they
become delinquent. Prior ta the rendition date, each Non-Operstor shall furnish Qperscor informauan as o burdens ito include. but not
be fimited to. royaities, overriding royaities and producuon payments: on lesses and oil and gas incereses contributed by such Non-
Opeunrﬂdﬁ:uﬂdvﬂmo{myhseboidmuureduc:dbvmsanot‘mbm;mbmuooumndm;acmmvﬂna.m
riding royaities or prod pay the reduction in 2d vaiorem taxes resuiting therefrom shall inure o the benefit of the owner or
owners of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
tion, if the ad valorem taxes are besed in whole or i part upon separate valusnions of each party 's working interest. then notwithseanding
anything to the contrary herein, charges w the joint account shall be made and paid by the parties hereto in accordance with the tax
value genersted by each party's working mterest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit **C™".

I Op aders any tax mmproper, Op may, at its discretion. protest within the time and mumner
pmbdbyhv.mdmmthemmaﬁnﬂdmmnm unless ail parties agree o abandon the protest prior o final deter-
3 During the pendency of administranve or judicial proceedings, Operator may elect to pay, under protest. all such zxes and any
interest and pemaity. When any such protested assexssment shall have been tinally derermined. Operator shall pay the tax for the joint ac-
count, together with any interest znd penalty accrued. and the toti cost shall then be zssessed sgainst the parues., and bep:xdbvthem as
proviied in Exhibit *‘C*".

Each party shall pay or cause to be paid all production. s:vmcz.acsc.nmermgmdo:heruxuunposeduponwmmmmm
lheproducncuorhmdhngoimchpnmsmmofmi@mguproauctdunduthemoxmuagreﬂnmt Tl :
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ARTICLE Vil
continued

G. Insurance:

At all umes while operations are conaucted hereunder. Operator shall compiy with the workmen's compensauon aw of
the state wrere the operanons are being conducted: provided. however. that Operator may be a self-insurer tor labilicy under said com-
pensation :aws \n which event the oniv charge that shall be mage to the joint account shall be as provided in Exhibit *"C”". Operator shall
Jiso carry o7 prowide insurance 1or the benent Of tne soint ccount of the parues s outiined in Exhibit "D, sitacned 1o anc made a part
nereol. Ocerator shall requure ail contraciors engagea i work on or tor the Contract Area 10 COMPiY With the worxmen's compensation
aw of the state where the operauons are ceng CONUUCICA and to mantam such other nsurance as Overator mav reuire.

In the event automobile public liability msurance s speafied in said Exhibit "D™". or subsequentiy recetves the zopravai of the
parues. no arect charge shall be made by Operator tor premiums paid for sucit isurance for Operator's sutomouve cquipment.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this aereement. msofar as thev embrace acrezge in the Contract Ares. shall not be surrendered in whole
or m part unless all parues consent thereto.

However. should any party desire to surrender its interese 1n any lease or in any portion thereot. and the other parues do not
agree Or consent thereto. the party desiring to surrender shall assign. without express or implied warranty ot wle. ail of its mterest n
such lease, or pornon thereof. and any well. matenal and eqwipment which may be located thereon ana any rights in production

thereatter secured. to the parties not consennng to such surrender. K-+ b -petes e-raser
-] J- 20 asiilitl ":-‘"i A ‘“‘" w FoOrT O IR ST TRTETIER blandl .‘“" -

rene-tey tOr-a-termrorenerie d-so-iony 5RO 2 A5-PEaduLac-iram-the and-covcred thaseoy, such

ot eFved-d mniibe—3- ", Upon such assignment or lease, the asugming party shail be reneved trom all

obligations thereaiter accruing. but not theretosore accrued. with respect 1o the interest asugned of leased and the operauon of any well
artnbutable thereto. and the assigning party shall have no jurther interest 1n the assigned or ieased premsses ana its equipment and pro-
duction other than the royaities retaned in any iease made under the terms of this Arode. The party assignee or jessee shall pay to the

party asugnor or lessor the reasonable salvage value of the latter s neerest i any wells and equiy annbutabie to the assigne or jeas-
ed acreage. The value of all material shall be determned in accordance with the provisions of Exhibit *'C™". less the esumated cost of
Ivaging and the d cost of plugging and abandoning. lf the 1t or lcase s in favor of mare than one party, the mterest

shall be shared by such parnes in the proporuons that the interest of each bears to the toual wnrerest of all such parnes.

Anv sssignment. lezse or surrender made under this provision shall noe reduce oc change the assignor s, lessor’'s ar surrendering
party’'s interest as it was immediateiv before tne assignment. iease or surrender 1n the baiance of the Contract Area: and the acreage
assigned. ieased or surrendered. and subsequent operzuons thereon. shail not thereatter be suCiect (0 the terms and provisions of s
agreemens.

B. Renewai or Extension of Leases:

if any party secures a renewal of any oii and gas lease subject 1o this agreement. ali other parties shail be noned prompdy. and
shall have the nght for a period of thirty (30) days foilawing receipt of such notice i which to eiect to participate in tne ownership of the
renewai jease, insofar as such lease affects lands within the Contract Area. by paying to the party who acauired it their severai proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area. which shalf be 1n proporuion to the
interests held at that time by the parues in the Contract Area.

i some, but less than ail. of the parties elect to parncipate in the purchase of a renewal lease, it shall be owned by the parues
wha elect to participate theremn. in a ratio based upon the relationship of their respective percentage of parnapation in the Contract Area
to the aggregate of the percentages of participation in the Conwract Area of all parties participating in the purchase of such renewal ease.
Any renewsl lease in which less than all partes elect to parncipate shall not be subject to this sgreement.

Each party who participates in the purchase of & renewal lease shall be given mn assignment of its proportionate 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 expuring lease
or cover only 4 portion of its area or an interest therein. Any renewal lesse ken before the expiration of its predecessor lease. o uken ot
contracted for within six (6) months after the expiration of the existing lease shall be subject to this provision: but any iease taken-or con-
tracted for more than six (6) months after the expiration of an existing lease shall not be deemed a renewal lease and shall not be subject o
the provisions of this agreement. -~

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

C. Acresge or Cash Contributions:

s~y

- SN
While this sgreement is in force, if any party contracts for a conmibution of cash towards the drilling of a wgﬂ or;niq.other
operation on the Contract Arex. such contribution shall be paid to the party who conducted the drilling or other operation snd.shall be
applied by it aguinst the cost of such drilling or ather operstion. If the contribution be in the form of acreage, the pary to'whafa the con-

tribution is made shall promptly tender an asagnment of the acreage, without warranty of title. to the Drilling Parties in the propos

-11-
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ARTICLE VIIT
. .
said Drilling Parties shared the cost of drilling the well. Such acreage shall become 1 sevarate Contract Arez and. 10 the extent possible, be
Roverned by provisions identicai 1o thus agreement. Each party shall promptiy nouiv all other pares af any acrezge or cash conributions
it may obtain in support of any well or any other operauon on the Contract Area. The sbove provisions shall aiso be applicable to op-
tional rights 1o earn acrezge ourside the Contract Arez which are in support of z well drilled inside the Contract Ares.

If any partv contracts for any constderation relaring to disposition ot such partv’s share ot supstances produced hereunder, such
consiierauon shall not be d a contr FLR- n this Arucie VIT.C.

D. Maintenance of Uniform laterest:

For the purpose of manwmumng waarmity of ownersiip in the oil and was ieasehold nterests covered by this agreement. no
party shall sell. encumber. transter or make otner disposiuon of its mnterest in the ieases embraced withia the Contract Area ang in wells,
equipment and production uniess such disposition covers either:

|. the entire mnterest of the party m all leases and equipment and producaon: or
2. an equal undivided interest in all leases and equipment and production in the Contract Area.

Every such sale, encumbrance. transier or other disposition made by any party shall be made expressiv subject 1o this agreement
and shall be made without prejudice to the right of the other parues.

1L, at any time the interest of any party is divided among and owned by four or more co-owners. Operator. at its discretion., may
require such CO-OwNers w0 appoinc a singie trustee or agent with full authority to recave nouses. ipprove expenditures. recerve billings for
and approve and pay such party’s snare of the 1oint expenses. and 1o deal generaiiy wath. and with power o bind. the co-owners of such
party’'s interest within the scope of the operations emoraced in this agreement: however, all sucn co-owners shall have tne nght to enter
into and execute all coneraces or agr ior the & of their respecuve thares of the o1t and gas procuced from the Contact
Area and they shall have the right to receive, scpacately. pavment of the saie procreds thereot.

E. Waiver of Rights to Partition:

'
If permitted by the laws of the state or states in which the property covered hereby s located. each party hereto owning an
undivided interest in the Contract Ares waives any and all rights it may have to parution and have set asude 10 1t m severaity its undivided
interest therein.

Lo Boad 1 ol n [
-
Sheuie y-parey . el > i
weRten noLce 10 Whe other parues. with full infe

proposes w seil; and. if this op right is the
bﬂsmm;w uz:‘_l,‘;m‘m.; FIght 10 purchase 1 those Sxics where Eny party wishes to

L is merger, coasolidauon, of sale of ail or subsianunily all of its assets 1o & I
PaReat company or to & subsidiary of a parert any wiich Wl A
p ul or amy par of i wl::mym :l:?cmmlmnfmem&um‘mwmm
4 nclode e pay o 1 req 1™} g0 its

mmumm& ThisAm’c,hVﬂlF.Mmhewlwcu 21 .
Sremer than 10%. For purpose of this Articte VI F.. 2 “partys interest” shall be the surm of the rarass of 4t ey Per 't

of the macrests of all affiliated selling

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

This agr is not intended to create, and shall not be coastrued o create, s relstionship of par hip or an istion
for peofit between or z2mong the parties hereto. Notwithstanding any provision heremn that the rights and lisbilicies hereunder are severs!
and not joint'or collective, or that this agr and op h der shall not constinute & parmership, if. for federal income tax
pm&kammdﬂmhmﬁummrdds.wwh@.u&mh«&yﬁmddmmw
from the spplication of all of the provisions of Subchsprer **K**, Chapter |, Subtite **A"", of the internal Revenue Code of .13 per-
mitted and suthorized by Section 761 of the Code and the regulations promulgsted thereunder. Operator i suthorized and directed to ex-
ecute on behalf of each party hereby sifected such evidence of this election ss may be required by the Secretary of the Treasury of the
United Scates or the Federal Internal Revenue Service. induding specificaily. but not by way of limitation. sll of the rerumns, statements,
and the dats required by Federal Regulations 1.761. Should there be ny requirement that each party hereby affected give further
evidence of this election. esch such party shall execute such documents and furnish such other evidence &3 may be required by the

Federal laternal Revenue Service or as may be ¥ to evid this election. No such party shall give any notices or take any other
action inconsistent with the eiection made herety. If any present or future mcome tax lxws of the state or sates in which the Conzract
Arez is locsted or any future income tax haws of ¢ ited States contain provisions similar to those in Subchapter *‘K*", Chapter 1,

Sublide“A".dlhelmzmalRﬂmueCoded%muwhmhmmﬁnihrwmatmdedhym7610(th=('cde§|pef-
mitted, each pasty hereby afiecred shall make such election as may be permnited or required by such laws. in making the foregamng elec-
tion. each such party states that the income derived by such party {rom operstoas b ier can be 1dequately determined without the
computation of partnersnip taxable ncome. =

A2
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ARTICLE X.
CLAIMS AND LAWSUITS

Operstor may sentie anv single umunsured third parry damage ciaim or suit ansing from operanons hereunder if the expenditure

does not exceee____Twenry Five Thousand & No/100 ‘Dollars
$...25,000.00 and if the payment 15 10 COMDIete SeTuement of such ciaum or suit. lf the amount reoured tor semement ex:

ceeas the 3bOve amount. the parties hereto shail assume and take over tne turther nanguny of the ciatm of suil, uniess SUCH JULIOMLY 1S
Juienates 1o Operator. All costs anu expenses of handling. settung, or otnerwise gischarging sucn claum or swit shall be at tne joint ex-
pense of the parties DArUCIPALNG tn the operauion irom which the claum or sust arises. L 2 claum 1s mace agamst anv party or it any party 1s
<uLa 0N acCOUNt Of ANy Marter ansing lrom operauans hereunaer over whicn such individual has no controi because ot the rgats pven
Operacor bv this agreement. such party shall immeagiately noulv all otner parties. and the clum or suit shall be trezted a3 anv other daum
OF suit Invoiving opersuons hereunder.

ARTICLE XL
FORCE MAJEURE

If any party 15 rendered unable. whally or 1 part. oy tarce maseure g carry out its obliganons under this agreement, other than
the oblivauion to make money payments. that party shall give 10 all other parnes prompr wnmen notice of the force maiere sath
teasonably full particulars concerming it: thereupon, the obliganons ot the party wiving the nouce. so far as they are ufiected by the force
maxure. shali be suspended duriny. but no ionker than. the conunuance of the force mawure. The aftected party shall use aii reasonable
diligence o remove the force mareure situation as quickly as pracncable.

The requirement that any 1orce maicurc shail be remedied with ait ¢ aole dispawh shail nat require the settdement of strikes,
lnckouss. ar ather labor difficuiry by the party mvoived. contrary 10 15 wsnes: how all such difficuines shall be handled shail be enureny
w1tn the discrenon of the party concerned.

The term “‘force mareure . s here empioved. shall mean an act of God. surike. lockout. or other industrial disturbance. act of
the pubiic enemy. war, blockade. pubhic niot. hghmine. nre. storm. fived. expicsion, yovernmental acuon. overnmental aeiav. reserant
or inacnon. labiditv of eyqui and anv other cause. whewier of the kind soeaicallv enumerated above or otnerwise. wiiuch i
nor reasonably wihin the control of the party claimine suspension.

ARTICLE X1l
NOTICES

All notices authonzed or required between tne partes and requtrad by Inv of the Drovisens o2 this 2ErESmMent. uniess otherwise
specificaily provsed. shail be given 1 wnning by maii or teieRram. postage or CRATES Prepud. of OY teiex O eiecoper ano addressed to
tne parmies 1o wnom the notice is given at the addresses usted an Exhibit " A", The onpinznng notce piven under any provision herevt
shail be deemed ziven oniv when recerved by the party to whom such rotce 13 direxed. 2nd the ame for SuUCh party 1o give Iy nooce m
response thereto shail run irom the date the oNRmMaung nouce 1s recrved, The second of any responmve notice shail be deermed grven
when deponted in the mad or with the teiegraph company. with postage or charges prepaid, or sent by teiex or teiecopier. £ach party
shail have tne night o change 1ts address at any ome. and from ome © ume. by giving wnen nouce thereot w0 all other paroes.

ARTICLE XIIL.
TERM OF AGREEMENT

This agreement shall reman in {uil force and effect a5 1o the o and gas ieases andior ol and gas interests subject herem for the
period of time seiected beiow: provided. however, no party hereto shall ever e construed as having any nght. title or nterest 1 or to any
\ease or oil and ‘gas mrerest contnputed by any other party beyond the term of this agreement.

0 Opton No. 1: So long as any of the oil and gas leases subiect to this agreement remain or are contnued in force a3 w any part
of the Contract Area. whether by production. extension. renewal or otherwise,

{® Option No. 2 In the event the well described in Asticle VLA., or any subsequent well drilled under any proviion of this
agreement, results i production of oil andior gas in paying quantities, this agreement shall connnue in force so long as any such well or
wells produce. or are capable of production, and for an additional period of _9Q____ days from cessanon of all production: provided.,
however, if. prior to the expiration of such additionai period. one or more of the parues hereto are engaged in drilling, reworking. deepen-
ing, plugging back. testng or arempting o complete 2 well or weils h der, this agr shail conunue tn force unul such opera-
tions have been compieted and if production resules therefrom. this agreement shail conanue in force s provided herein. In the event the
well described in Article VI.A.. or any subsequent well drilled hereunder. resuiss in 2 dry hole. and no other well is producing. or capable
of producing oil andfor gas from the Contract Area. this agreement shall termmate uniess drilling. decpening. piugging back or rework-
ing operauons are ¢ »d within _90 days from the date of abandonment of snd well.

It is agreed, however. that the termmanon of this agreement shalf not refieve any party hereto from anv hiability which has
accrued or artached prior to che dace of such termmanon. :
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ARTICLE X1V.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservauon laws of the state i which the Contract Arca s located. 1o the valid rules,
regulations. and oeders of any duly constituted regulatory body of suid state: and to all other appicable federal, state, und local laws, or-
dinances, rules, regulations. and orders.

B. Governing Law:

This agreement and ull matters pertaining hereto, including, but not bmuted 10, matters vt pertormance, nunm'(g'f:ﬂgd’ry‘éhxxco
remedies, procedures, rights, duties and interpretation or construction, shall be governed and determined by the law of the state mwhrer
O I Ty A I O I T N DN T LT AR Ty TS Yy T WO O O O S e S T T e I O T ST U e
shuthegovern,

C. Regulatory Agencies:

Nothing hervin contained shall grant. or be construed 1o grant, Opxrator the right or authonity 10 watve or release any rights,
privileges, or oblinations which Non Operators mav have under laderal or state faws o undet ruies. regulatons or orders promuisated
under such laws 10 reference w0 ail, gas a0d mincral uperavons. mclading the kocation, uperation, or production of wells, on tracts otfset-
ting or adjacent to the Contract Area.

With respect to operations hereunder, Non-Operators agree 1o relase Operator trom any and ail losses, damauies. nries, claims
and causes of action ansing out of, incident 10 or resulting directiy or mdirectly from Operatar s Interpretauon of spplivation ot ruices.
culines, regulations or orders ol the Department of Energy or predecessor or successor agencies 1o the vxient Such mterpret sion oe ap-
phcaton was made in goud laith. Fach Non-Operator further agren o camburse Operator tor snv amounts applicable wo such Non-
Operatar's share ul production that Operator may be regquired to refund. edate or pay as o resit of such an meorrect mterpreaiion of
application, (ogether with nterest and penalties thercon owing by Operator a5 a4 resuit of such inworsect interpretation of apphicauon.

Non-Operators authorize Operator to propare and submit such documents as may be feyutred to be submitied 10 the purchaser
ol any crude oil sukl hereunder or to any other person or entity pursuant to the requirements of the **Crude Oil Windlll Profic Tax Act
of 1980"", us same may be amendedt from time to time (**Act'*), and any valid reguiations of ruies which may be isucd by the Treasury
Department from time to time pursuant to <aid Act. Each party hereto agrees (o furnish any and all certifications or uther informatiun
which is required to be furnished by sad Act in a umely manner and in snificient detad v rermit compliance with sud Act.

ARTICLE XV.
OTHER PROVISIONS

A Fa&ndwpnymmmnammwm\d--menwnmmmmmuwm I
¥ 10 tus agr are and wi of the parues, affixed uneretn, may be combined by
Op-n.n.mdmdndpm-ﬂ‘caru-u P as 8 singie This also may be ratificd by separate

mmmmdwhzd:mllhnuuiﬂeudhmgcndnwmddwquynfmdld’the
provisions serem contamod.

B.Num;mww:«-:vymmidcW.B.lell.D.Lﬂnm»(mambuasudlwhid’wM(
perties shall be 4 d 10 have uished Lo § parties in Any reworking. decpenung, pluggmng back or compieting of 3
ww&(unﬂhﬂm&fmﬁdmﬁuﬁdnhﬂ:‘hw&medaVlLDl)Mlumwmusmno[
praduction only from the interval or intesvals of the o fi from wehich proc ]

data
_hdmm-mgummgmumm lnlhcwenu beed poration is proposed for
mach well by one o mors consenting pasties pnor 10 recovery of all costs and p from tha relinquished interest of

Mpﬂ_\yiﬂn‘dwufmmgmﬁdlhnﬂdwpﬁnﬁpaummw“oﬁu
inlarest prior 10 relinquishment

C. Notwithstandi d hereinabove 10 tha contrary, non-operaton may efect 1o be camied as s non-consenting party, /

-umumluuhluumwm The non-consenting penalty provisions of Article V1.B.2a and b. shall be
wl{mfumda@lﬂmxpnmmh-wﬂnlquunNuMmFmMCadnledmlyncw

*400.Nfigure om lines 21 and 21 of Anticle V1.B.2b. shall be replaced with the figures "256%". All other weils remain at HO0% *,

D. Notwithetanding anything 10 the contrary contained in Article VILD, each party (contributing party) contributing s leass or
h-(.cnqnlllnn)l?!humduﬂhv-lhcquion.hnmtﬂnoblimiou.nmylimpﬁuhudfuﬁny(w)dly:ma
the expiration of the original leass 10 rencw such lease and 1o alons bear the cost and sxpense thersof and thereby maintain its right,
title and interest in the tract or tracts included in the original lease and the renewal thereol. 1f more than ene pasty owns an interest in
hmwh-&hwmhmwlmmhbnemdnwhmmwmmry. If any party hersto other
than the gontributing party (renewing party) renews the lexse at any tima, the censwang party shall furmish the conrnbuting party sn
dewmmmmmnmm'wwm The contrsbuting party shall have sixty

(60) days afler the receint of such temizad w the gpany in full If the contnbuting party makes such
soismbursement, i shail receive from the ing party an assi subject 10 this agreement, of all right, title and inieres in and "
10 the renewsl leaze, if the contributing party tither renews such lease ail its axp or fully reimb the g pasty, the ;
partiss’ interests hereunder in the Contract Area shall remain unch d Ifthe ing panty neither of the options v

provided sbove it shall thereby forfeit #s rght under this Anticle XV.D., as 10 such renewal leass and the renewal leass shall

thereafier be subject 1o all the Lerms and conditions of Asticle VILD. hereof, This Article XV.D. shall apply in like manner to
exunsions of lease,

re

E. This Opersting Agreement shali superseds and replace any previous Operating Agreements governing 1ha depths covered in the
Contract Arss shown on the Exhibit “A”". i = = i
\ '.. [
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ARTICLEXV
OTHER FROVISIONS

Through mumai consent the parties hereto may elect to 1) convert any well drilled hereunder to a disposal well
of any other valuable use, or 2) convey any well drilled hereunder and associated facilities and equipment to
snother party or group of parnes end the parties hereto shall share o the value receaved and the costy borne due
10 such convernon or convevances as the parties’ interest is set forth in Exhibit “A™, except m any well drilled
bereunder in which a party or parnes went non-consent in the driifing of such weil and the production from such
well has not equaied the percentage of costs related to such well provided in Arucle VLB.2.. the approval of
such conversion of conveyance 18 requited only by the Conseanng Parues. and costs borne and the vaiue recetved
due 19 such conversion or convevance shall be shared by the Consenung Parties 1n accordance with their cost
bearing share of the drilting of such well.

PRIORITY OF OPERATIONS

If at any time there is more than one operation propased in connecnon with any well subject to this agreement,
then uniess all Consenting Parties agree on the sequence of such operanon, such proposals shall be considered
and disposed of int the followmg order of priority:

) A propoesal to do additional logging, coring of tesung,

() A proposal to despen the well to “authorized depth” if logging and testing in option (1) above mdicate
the well has not reach suthorized depth and formation.

(€)] A propesal to atempt 1o complete the well at the authorized depth i the manner set forth in the AFE
(Le., in accordance with caning, stimmiation and other compietion programs set forth in AFE),

4 'Ammwmmmmemunmwmmnwmm than ax set
forth in the AFE,

[&)] For a horzontal well, a proposal to extend the length of the iateral drain hole for a specified number of
feet in the direction it is drilling with prionty given to the shortest additional iength proposed by any of
the Consenting Parties,

(6) For a horizontal well, 2 proposal 1o drill 8 new lateral drain hole in a different direction st the
authorzed depth,

(@) For a horizoatal weil, a proposal to drill 2 new iaterai drain hole a different depth, with pricrity given
in mscending order to objectives above the awthorzed depth, and then in descending order o

(®) A propasal to piug back and atteamt 1o complete the weil at a depth shallower than the authorized
depth, with prionty given to objectives in ascending order up the hale,

[¢)] A proposal to sidetrack the well to 2 new target objective, with pricrity given first in ascending order
to objectives spove the suthorized depth, and then m descending order to the objectives below the
sutharized depth;

(10) A proposal 1o deepen the well below the suthorized depth, with priority given to objectives in

No party may propose any operation with respect to any well (T) while there is pending & prior proposal for xny
operation respecting such well until that proposal is withdrawn or until the operstion contempisted thereby has
been completed or (if) while there is in progress any operation cn such well until such operation has been

If, at the time the partics are considering a proposed operation, the weil is in such condition, in the Opemator’s
judgment. that a ressonably prudent opermtor would not conduct such operation for fear of mechanicai
difficulties, placing the hole, equrpment or personnel in danger of loss or injury, or fear of loss of the weil for
any reason without bemg abie to sttempt & completion at the authorrzed depth, thes the proposal shall be given
no priority to any proposed operation except for plugging and abandoning the weil.

If & well being drilled hereunder is a horizontal well, then the provisions of this agreement relating to
sidetracking of & well shail be of no force and effect.

~l4a-



ARTICLE XV
OTHER PROVISIONS

CONFIDENTIALITY

Operator and cach 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 eatity not a party to this Agreement for a period of onc year
following compietion 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, nules,
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 controiled 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.

-14b-
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ARTICLE XV1.
MISCELLANEQUS

This agr shall be binding upon and shail inure to the benefit of the parties hereto and to their respective heirs, devisees,
legsl representatives, snccessors and assigns.

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

IN WITNESS WHEREOF, this sgreement shall be effective 23 of 1St day of __April 1997

OPERATOR

Burlington Resaurces Oil & Gas Company

BY%JW

Robert T. Kennedy, Attorney- -in-FAct

NON-OPERATORS

Conoco Inc.

BY:

Amoco Production Company

BY:

Total Minatome Corp.

BY:

Cross Timbers Oil Co., LP

BY:

Lee Wayne Moore and JoAnn Montgomery
Moore, Trustees

BY:

BY:

— .
op o s etz o vy n yrebmasd
Sa1Pt Whed S U B wesieny BY TR
Amyeu o V23 ¢ SO W et s L Subere
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NON-OPERATORS CONT.

BY:

Robert Warren Umbach

BY:

‘George William Umbach

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
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Section I, Overhead Addendum:

iv. The parties agree the overhead rates shali include. but not be kmited
to, the following functions, regardiess of whether performed by Operaror,
Operator’s Affiliates, or by third parues:

Administrative & Accounting

Accounting & Disbursing

Producer gas balancing

Taxes

Office services

Billing & Collection

Data processing (other than computer production controf)
Human Resources

Accounting systems and procedures

Auditing

Operarions Support Functions

Cocrdination, planning & follow-up

Design & drafting

Materials procurement

Inventory taking and reconciliation

Gas dispatching and control

Obtaining permts, cernficates

Warehousing

Off-site environmental compiiance & reportng
Technicai Employees and other labor not permitted as a direct charge
under Section II.3 or Secton III.1 (i) and ().

Field office expenses associated with engineering and
administrativesaccounting personnei located in the field.

General Management
Supervision or management not permitted as a direct charge in Sectuon I1.3

Contract Negotiations (including, but not limited to, negotiations with
vendors, contractors, landowners, mineral owners, etc.)

Legal Services not permitied as a direct charge under Section I1.10.

«7a-



"ONSHORE"

EXHIBIT "D-1"

Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by
between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and Non-
Operators.

INSURANCE

To protect against liability, loss or expense arising from damage to property, injury or death of any person
or persons, incurred out of, in connection with, or resulting from the operations provided hereunder,
Operator shall maintain in force during the entire period of this agreement the following Schedule A
insurance coverage for the benefit of the joint account. Schedule B coverages are the minimum limits and
type of insurances required to be maintained by Operator and each Non-Operator as to their respective
waorking interest. All Scheduie A and Schedule B insurance shall be obrained from financially sound. Best
rate B+ Class VI or above reliable insurance companies authorized to do business in the state in which the
operations are to be performed. Each policy shall provide for a waiver of subroganon rights against the
other signartory parties. -

SCHEDULE A - OPERATOR FOR THE JOINT ACCOUNT

COVERAGES LIMITS OF LIABILITY
a Workers' Compensation Statutory
b. Employers' Liability Combined Single Limit

Per occurrence of $1,000,000.

SCHEDULE B - OPERATOR AND EACH NON-OPERATOR
AS TO ITS WORKING INTEREST

Each working imterest owner's insurance is intended to cover such owner's working interest in the
Joimt Account and its coverages respond to such owner's pro-rata share of any Joint Account loss.

COVERAGES LIMITS OF LIABILITY

a. Comprehensive General Liability
including Personal Injury, Premises/
Operations coverage, Pollution
Coverage, Owners and Contractors
Protective Liability, Contractual Liability,
Products and Completed Operation

Bodily Injury Liability/ Combined Single Limit
Property Damage Liability Per occurrence of $1,000,000

b. Comprehensive Automobile Lia-
bility including coverage of
Ovwmned and Non-Owned Automobiles
and Hired Car coverage

Bodily Injury Liability/ " Combined Single Limit
Property Damage Liability Per occurrence of $1,000,000



Exhibit "D" continued
Page lof3

EXAMPLE.

Note:

Control of Well inciuding Clean-

Up, Conrainment. Seepage, Pollu-
tion, Contamination, and Redrilling
Expense (This coverage is maintained
for the term of the agreement.)

A Non-Operator owning a 30%
working interest in the Joint
Account properties is required
to carry a minimum of 30% x
$5,000,000 or $1,500,000
Controi of Well coverage, but

a 4% Working Interest Owner is
reguired to carry a minimum of
$1,000,000 coverage.

If a Non-Operator elects not

to purchase Control of Well
coverage direct to protect

his working interest, he may
elect 1o parncipare in Oper-
ator's coverage at a premium
rate heretofore determimned

by Operator and availabie to

all Non-Operators upon reguest.

If Aircraft, including helicopters,
are used in operatons, include
Alrcraft Liability, Passenger
Liability and Property Damage
Liability Insurance, covering
Ovwnmned, Non-Owned Aircraft and
Hired Aircraft

If Watercraft are used in any

inland operations:
(2) Protection and Indemnity
Insurance on the SP23 form or
equivalent, (or, in the alter-
native, deletion of the water-
craft exclusion from the
Comprehensive General Liability
Policy)

(b) Hull and Machinery
Insurance to the market value
of the vessel or $1,000,000,
whichever is greater, on the
American Institute Hull Clause
(June 2, 1977) form or its
equivalent

Per occurrence of each working
interest owner's share of
$5,000.000, bur not less than
$1,000,000

Combined Single Limit
Per occurrence of $5,000,000

Combined Single Limit
Per occurrence of $10,000,000
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Interruption)

Operator may include the Schedule A coverage for the joint account under its self insurance program
provided Operator compiies with applicable laws, and in such an event Operator shall charge 10 the Joint
Account manual rate premiums.

Operator, as a working interest owner, shali also obrain for his own account the minimum insurances and
limits required by Schedule B. These insurances obtained by Operator and Non-Operators will respond to a
loss on a pro-rata working interest basis, and not as primary, to any other valid and collectible insurances.
Non-Operators will not be additional insurers on Operator's policy unless specifically agreed to by
Operator and the appropriate premium charged Non-Operator. Failure of the Operator to maintain its
required Schedule A and Schedule B insurance coverages shall be deemed cause for removal of Operator
as the operator of the joint properties at the option of a majority in interests of the Non-Operators as
provided in the Joint Operating Agreement to which this Exhibit "D" is anached.

Operator shall not be obligated to obtain or carry on behaif of the Joint Account any insurance additional
to Schedule A but may, at its discretion, provide additionai coverage to a Non-Operator(s) for the
operations to be conducted hereunder. Each Non-Operator shail acquire at 1ts own expense the Schedule
B coverage and such excess insurance as it deems proper to protect itself against claims. losses. or
damages arising out of the joint operations. Such insurance shall inciude a waiver of subrogation against
the other Parties in respect of their interest hereunder. Joint Account deductibles and uninsured losses shall
be borne by the Parties in proportion to their respective working interests.

Deductibles and/or limits established by Operator's Scheduie A coverages shall apply to all Non-Operators
on a working interest share basis and premiums for Schedule A coverage, losses falling within the
deductible, or which excesd insurable limits, or which ars otherwise not covered by insurance will be
expenses of the Joint Account.

Each Non-Operator shall furnish Operator with Certficates of Insurance evidencing satisfactory Schedule
B coverages are in force, and Operator shall furnish each Non-Operator, upon request. with Certificates of
Insurance evidencing Schedule A coverage and all Scheduie B coverages that are in force.

The Certificates of Insurance specifying Schedwz B coverage must be provided by each Non-Operator to
Operator within 10 working days from execution hereof or commencement of operations hereunder,
whichever is earlier. Non-Operators shall supply Operator "Cerificate of Insurance” annually, during the
term of this agreement. Failure of a Non-Operator to provide Certificates of Insurance within the required
time period will authorize Operator to either (i) purchase the required insurance for such Non-Operator
and bill the Non-Operator for the cost thereof, (ii) add the Non-Operator as an additional insured to the
Operator's policy and automatically allocate, without refund, the first year's insurance premium to the Non-

Operator, or (iii) notify the other Non-Operators that the Non-Operator's working interest is uninsured or
underinsured.

Operator shall promptly notify Non-Operators in writing of all losses involving damage to a Joint Account
property in excess of $250,000.

Operator shall require all contractors engaged in operations under this Agreement to comply with the
applicable Worker’s Compensation laws and to maintain such other insurance and in such amounts as
Operator deems necessary.
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Attached to and made a part of that certain Operating Agreement dated April 1, 1997, by
berween BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and Non-
Operators.

1

o

Operator shall carry insurance as follows for the benefit and protection of the
Partes to this Agreement.

a. Worker's Compensation Insurance in accordance with laws of
governmental bodies having jurisdicdon including, if applicable, Unites
States Longshore and Harbor Workers' Compensation Act with Outer
Continental Shelf Extension and Employers’ Liability Insurance.

Employers’ Liability Insurance shall provide coverage of $500,000 per
accident.

b. Operator may include the aforesaid risks under its qualified self-
insurance program provided Operator complies with applicable laws, and
in such an event Operator shall charge to the Joint Account, its actual

cost. not to exceed a premium determined by applying manual insurance
rates to the payroll.

Operator shall not be obligated or authorized to obtain or carry on behalf of
the Joint Account any additional insurance covering the Parties or the
operations to be conducted hereunder without the consent and agreement of
all Parnes. Each Party individually may acquire as its own expense such
insurance as it deems proper to protect itself against claims. losses, or
damages ansing out of the joint operanons. All uninsured losses and all
damages to jointly owned property shall be borne by the Pardes in propordon
to their respective interests.

Operator shall promptly notify non-operators in writng of all losses
involving damage to a jointly owned property in excess of $100,000.

Operator shall require all contractors engaged in operations under this
Agreement to comply with the applicable Worker's Compensation laws and to

maintain such other insurance and in such amounts as Operator deems
necessary.

In the event that less than all Parties participate in an operation conducted
under the terms of this Agreement, then the insurance requirement and
costs, as well as all losses, liabilities, and expenses incurred as the result of

such operation, shall be the burden of the Party or Parties participating
therein.
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Attached to and made a part of that certain Operating Agreement dated Apnl 1, 1997, by
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and
Non-Operators.

GAS BALANCING AGREEMENT

ARTICLE I
Definitions

1.01 For the purposes of this Agreement, the terms set forth below shall have the meanings
herein ascribed to them.

() "Balance" is the condition existing when a Party has disposed of a cumulative
volume of Gas from a Well which is equal to such Party's Percentage Ownership of the total
cumulative volume of Gas disposed of by all Parties from such Well. For purposes of Balancing,
references herein to price, value and volume shall be adjusted or calculated on a Btu basis.

(b) "Btu” is one British thermal unit, which is the amount of heat required to raise the
temperature of one pound of water one degree Fahrenheit from 58.5° Fahrenheit to 39.5°
Fahrenheit, at 14.73 pounds per square inch absolute. The term "MMBtu" refers to one million
(1,000,000) Btu's.

(c) "FERC" refers to the Federal Energy Regulatory Commission, or any similar or
successor agency, state or federal.

(d) "Gas" includes all hydrocarbons produced or producitle from a Well. whether a
Well classified as an oil Well or gas Well by the regulatorv agency having junsdiction in such
matters, which are or may be made available at the Measurement Point for saie or separate
disposition by the Parties, exciuding oil, condensate and other iiquids separated upstream from the
Measurement Point. "Gas" does not include gas used for joint operations. or gas which is vented
or lost, prior to delivery at the Measurement Point. Reference herein to the right to "dispose of”
Gas or Gas "disposed of" includes all methods of disposition of Gas. including taking in kind,
delivering in kind to a Lessor, sales 1o a Parry or third party or an affiliate. or gas used by a Party
for purposes other than joint operations.

(e) "Imbalance” refers to either the Overproduction of an Overproduced Party or the
Underproduction of an Underproduced Party, as applicable.

® "Make-up Gas" refers to that incremental volume of Gas, up to but not exceeding
forty percent (40%) of the Percentage Ownership of an Overproduced Party in the Gas which can
be produced from a Well which an Underproduced Party is entitled to dispose of in accordance
with this Agreement in order to make up its Imbalance.

{g) "Mcf" means the quantity of Gas occupying a volume of one thousand (1,000) cubic
feet at a temperature of sixty degrees Fahrenheit (60°F) and a pressure of fourteen and seventy-
three hundredths pounds per square inch absolute (14.73 psia).

(h) "Measurement Point" refers to the outlet side of the jointly owned production
facilities, or such other point mutually agreeable where Gas from a Well is measured after the
separation of oil, condensate or other liquids.

) "Operator” refers to the Operator under the terms of the Operating Agreement.
)] "Overproduced” is the conditipn existing when a Party has disposed of a greater

cumulative volume of Gas from a Well than its Percentage Ownership of the total cumulative
volume of Gas disposed of by all Parties from such Well.
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(k)  "Party" means any party subject to the Operating Agreement. "Parties” means alf
parties subject to the Operating Agreement.

o The “Percentage Ownership” of each Party is equal to that Party's percentage or
fractional interest in a Well. as determined under the terms of the Operaung Agreement.

(m)  "Underproduced” is the condition existing when a Party has disposed of a lesser
cumuiative volume of Gas from a Well than its Percentage Ownership of the total cumulative
volume of Gas disposed of by all Parties from such Well.

(n)  The terms "Underproduction” and "Overproduction” refer to that lesser or greater
incremental volume of Gas which a Party would have disposed of from a Well, on a monthly or
cumuiative basis, if it had disposed of its Percentage Ownership of Gas from that Well.

(0) "Well" means a well drlled on the Contract Area covered by the Operating
Agreement and capable of producing Gas.

1.02  Unless the context clearly indicates 1o the contrary, words used in the singular include
ptural. the plural includes the singular. and the neuter gender inciudes the masculine and the feminine.

ARTICLE DI
Scope and Term of Aesreement

2.01 This Agreement establishes a separate gas balancing agreement for each Well covered by

the Operating Agreement to the same extent as if a separate Gas Balancing Agreement had been executed
for each such Well,

2.02 The Agreement shall terminate. separately as to each Well. the eariler of (2) when the oil
and gas lease(s) covering the Well terminate. or (b) when production rom such Well permanentiy csases
and the Gas accounts for such Well are breught into Balance pursuant to this Agreement.

ARTICLE III
Right to Produce and Ownership of Gas

3.01 Subject to the rights of an Underproduced Party to produce and dispose of Make-up Gas
pursuant to this Agreement, each Party shall own and be entitled to produce and dispose of its Percentage
Ownership of Gas which can be produced Zom a Well. During any month when a Party does not dispose
of its entire Percentage Ownership of such Gas, the other Parties shall be entitled to produce and dispose
of all or any portion of such Gas; provided, that to the extent such Parties desire to dispose of more Gas
than is available, they shall share in such Gas in the proportion that each such Party's Percentage
Ownership bears to the combined Percentage Ownership of all Parties desiring to dispose of such Gas.

_ 3.02 As between the Parties hereto, each Party shall own and be entitled to the Gas disposed of
by such Party for its sole account, and the proceeds thereof, including constituents contained therein that
are recovered downstream from the Measurement Point. If at any time, and from time to time, a Party is
Underproduced with respect to a Well, its Underproduction shall be deemed to be in storage in the Well,
subject to the right of such Party 10 produce and dispose of such Gas at a later time.
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ARTICLEIV
Make-Up Gas

4.01 In order to make up an Imbalance. each Underproduced Party in a Well shall have the'right,

after twenty (20) days written notice to all parties, to produce and dispose of Make-Up Gas. subject to the
following rules:

(a) An Overproduced Party shall not be required to furnish Make-Up Gas uniess an
Underproduced Party is first taking or disposing of its full Percentage Ownership of Gas from a
Well; and

()  An Overproduced Party shall not be required under any circumstances to reduce its
takes to less than its Percentage Ownership of Gas which can be produced from a Well during the
months of January, February, and December of a calendar year; and

(c) An Overproduced Party shall not be required under any circumstances to reduce its
takes to less than sixty percent (60%) of such Overproduced Party’s Percentage Ownership of Gas
which can be produced from a Well; and

(d)  If there is more than one Overproduced Party, the Make-Up Gas will be taken from
the Qverproduced Parties in the proportion that each Overproduced Party's Percentage Ownership
in a Well bears to the total Percentage Ownership of all Overproduced Parties in that Well: and

(e) If there is more than one Underproduced Party who desires and is able to dispose of
Make-Up Gas in a2 month, each Underproduced Party will share in the Make-Up Gas in the
proportion which its Percentage Ownership in a Well bears to the total Percentage Ownership of all
Underproduced Parties in that Well disposing of Make-Up Gas that month.

4.02 The provisions of this Article IV shall constitute an Underproduced
Party's exclusive nights and an Overproduced Party's exciusive obligations with regard to the right of an
Underproduced Party to require an Overproduced Party to furnish Make-Up Gas.

403 Nothing herein shall be construed to deny any Party the right from time to time to produce
and deliver its full Percentage Ownership of Gas in a Well for the purpose of conducting deliverability tests
pursuant to its gas purchase contracis.

ARTICLEYV
Balancing of Gas Accounts

5.01 The Operator shall have the right of controlling production and deliveries of Gas and
administering the provisions of this Agreement. The Operator shall use its best efforts to cause Gas to be
delivered at the Measurement Point in such 2 manner and at such rates as may be required, from time to
time, to give effect to the intent that any Imbalances shall be brought into Balance in accordance with the
provisions hereof. The Operator shall only be liable for its failure to make deliveries of Gas in accordance
with the terms of this Agreement if such failure is due to its gross negligence or willful misconduct.

5.02 The Operator will maintain a separate Gas account for each Party and Well. The Operator
will furnish each party quarterly a report showing the total Mcf of gas produced from each Well, the Mcf
used in joint operations, or which was vented or lost, the Mcf of Gas disposed by each Party, each Party's
Overproduction or Underproduction for each month during the preceding calendar quarter, and the
cumulative Imbalance of all Parties in each Well at the end of each month during such quarter. In the event
that production from each Well is not separately measured, then the Operator will allocate production to
each Well on the basis of periodic test or such other methods as are commonly used and accepted in the
industry. The Imbalance of an Underproduced Party shall be made up on a month-to-month basis and in
the order of accrual; i.e., any Gas taken by an Underproduced Party over and above the monthly amount

attributable to its Percentage Qwnership shall be oredited against and offset its first Underproduction from
time-to-time.
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5.03 Each Party shall retain all data. information and records pertaining to the Gas taken and
disposed of by such Party in a Well during periods of Imbalance hereunder. including, but not limited to,
records pertaining to the volumes of Gas disposed of, the gross and net proceeds received from the
disposition of such Gas, and the information utilized to adjust volumes and prices on a Bt basis, for a
period expiring two (2) years after the termination of this Agreement as to such Well.

5.04 During the term of this agreement, each Parth shall have the right to request information from
and to audit the records of the Operator and any other Party as to all maners concerning voiumes, Btu
adjustments, prices and disposition of Gas from a Well. These rights for each Well shall extend until two
(2) years after the expiration of this Agreement as to that Well. Any audit shall be conducted at the
expense of the Party or Parties desiring such audit, and shall be conducted, after reasonable nouce. during
normal business hours in the office of the Party whose records are being audited. If more than one Party
desires to audit the records of another Party, then all such Parties shall cooperate with each other in order
that only one audit shail be conducted in any twelve (12) month period.

ARTICLE VI
Cash Settiement of Imbalance

6.01 "Upon (i) approval of all parues owning a working interest in the well to piug and abandon
the well or (ii) when production from a well permanently ceases. the Operator shall render s final account
of the cumulative imbalance of all Parties for that well within sixty (60) days after receiving the information
requested as hereafter provided.” Within thirty (30) days of Operator’s request, each Overproduced Party
shall provide information to Operator sufficient for the preparation of such staiements inciuding, but not
limited to the net price received for its Overproduction and each Underproduced Party shall submit to
Operator such data and information evidencing its payment of all royalties, overriding royaites, production
burdens and taxes on its Underproduction which it was obligated to pay. Each Overproduced Party shall
account to and pay each Underproduced Party within sixry (60) davs of Operator's final account a sum of
money equal to the net price on the Underproduction which an Underproduced Party was entitled to
receive from an Overproduced Party. All past due payments due Underproduced Parties shall bear interest
at the prime rate of interest in effect from ume to time of Chemical Bank, N.Y ., from date due unti date
paid. Net price for cash settiements herein shall be determined in accordance with Paragraph 6.02.

6.02 The net price for cash sertlements (without interest) under this Article VI shali be the price
actually received by the Overproduced Party for the sale of the Overproduction at the time the
Overproduction accrued less production, severance and other similar taxes, fees or levies thereon and less
royaities actually paid by an Overproduced Party attributable :0 the Underproduction of an Underproduced
Party.

6.03  If any portion of the price which is to be paid to an Underproduced

Party is subject to refund under order, rule or regulation of the FERC, then the Overproduced Party shall
withhold the increment of price subject to refund until the price is fully approved, uniess the
Underproduced Party furnishes a corporate undertaking satisfactory to the Overproduced Party
guaranteeing the rewrn of the increment in price attributable to such refund, including interest, if any,
which is required to be paid with such refund. In addition, if FERC or any other governmental agency
having jurisdiction requires that an Overproduced Party make a refund with respect to any portion of a
price used to make payment under this Article VI, then the Underproduced Party(ies) shall reimburse the
Overproduced Party(ies) for such refund, including any interest required to be paid with respect thereto.
This Paragraph 6.03 shall survive the termination of this Agreement until the period has passed for which a
refund may be required. :

6.04 Inthe event an over-produced party sells, assigns, or otherwise transfers any of its interest
in the leases to which this agreement appiies, it shall promptly notify the other parties and upon written
request from Underproduced parties proceed to make a cash settlement with Underproduced parties as
provided hereunder, provided that a cash settiement may not be demanded by such Underproduced party
solely because an Overproduced party has mortgaged its interests, or disposed of its interest by merger,
reorganization, consolidation, or sale of substantially all of its assets to a subsidiary or parent company, or
to any company in which any one party owns a majority of the stock.
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ARTICLE v1II
Costs and Ownershio of Liquids

All operating risks. expenses and liabilities shall be bome and paid by the Parties in accordance with
the provisions of the Operating Agreement, or other agreement. rule or order if there is not an Operating
Agreement, regardless of whether the Gas is being taken or disposed of from a Well at any given ume in
proportion to the Percentage Ownership of the Parties in the Well. Liquid hvdrocarbons of a Well
separated from the Gas prior to delivery at the Measurement Point shall be owned by all Parties in
accordance with their Percentage Ownership in the Well, and each of the Parties shall be entitled to own
and market their liquid hydrocarbons separated prior to the Measurement Point in accordance with the
Percentage Ownership in the Well, irrespective of the fact that one or more of the Parties may not be
disposing of Gas from the Well.

ARTICLE VIII
Indemnity

Each Party hereby indemnifies and agrees to hold the other Parties harmiess from all claims which
may be asserted by any third party arising out of the operation of this Agreement and the performance of
the indemnifving Party of its obligations hereunder. Such indemnity shall extend to and include all costs of
investigation and defense (including reasonable attorneys fees), and all judgments and damages incurred or
sustained, as a result of any such claim.

ARTICLE IX
Pavment of Lease Burden

Unless otherwise required by provisions of a lease, agresment or statute. rule, regulation or order
of any governmental authority having jurisdiction, and regardless of who is actually taking or disposing of
Gas from a Well, each Party shall be responsible for and shall pay or cause 1o be paid any and all royaities,
overriding royaities, production payments and similar encumbrances on production due to its full
Percentage Ownership of Gas production from a Well and shall hold the other Parties free from any liability
therefor. The Party or Parties actually taking and disposing of Gas from 2 Well shall be responsible for and
shall pay all production severance or similar taxes, fees or levies on such production.

ARTICLE X
Notice

Any notices or other communications required or permitted hereunder shall be in writing and shall
be deemed given only when received by the Party to whom the same is directed at the addresses and in the
manner then provided under the Operating Agreement.
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Attached to and made a part of that certain Operating Agreement dated Apnil 1, 1997, by
and between BURLINGTON RESOURCES OIL & GAS COMPANY, as Operator, and

Non-Operators.

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

During the performance of this contract, the Operator agrees as follows:

M

@

3

4)

®

(6)

™

The Operator will not discriminate against any employee or applicant for employment
because of race, color, religion, national origin, or sex. The Operator will take affirmative
action to ensure that applicants are employed, and that employees are treated during
employment, without regard to their race, color, religion, national origin, or sex. Such
action shall inciude, but not be limited to the following: Employment, upgrading, demotion,
or transfer, recruitment or recruitment advertising; iayoff or termination; rates of pay or
other forms of compensation; and selection for training including apprenticeship. The
Operator agrees to post in conspicuous places available to employees and applicants for
employment notices 1o be provided by the contracting officer setting forth the provisions of
thus nondiscrimination clause.

The Operator will, in all solicitations or advertisements for employees placed by or on
behalf of the Operator, state that all qualified applicants will receive consideration for
employment without regard to race, color, religion, national origin, or sex.

The Operator will send to each labor union or representative of workers with which it has a
collective bargaining agreement or other contract or understanding a notice 1o be provided
by the agency contracting officer advising the labor union or workers' representative of the
Operator's commitments under Section 202 of Executive Order 11246 of September 24,
1963, and shall post copies of the notice on conspicucus places available to emplovess and
appiicants for employment.

The Operator will comply with all provisions of Executive Order 11246 of September 24,
1965, and of the rules, regulations and relevant orders of the Secretary of Labor.

The Operator will furnish all information and reports required by Executive Order 11246 of
September 24, 1965, and by the rules, regulations, and orde.s of the Secretary of Labor, or
pursuant thereto, and will permit access to its books, records, and accounts by the
contracting agency and the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulations, and orders.

In the event of the Operator's non-compliance with the nondiscrimination clauses of this
contract or with any of such rules, regulations, or orders, this contract may be cancelled,
terminated or suspended in whole or in part and the Operator may be declared ineligible for
further Government contracts in accordance with procedures authorized in Executive Order
11246 of September 24, 1965, and such other sanctions may be imposed and remedies
invoked as provided in Executive Order 11246 of September 24, 1965, or by rule,
regulation, or order of the Secretary of Labor, or as otherwise provided by law.

The Operator will include the provisions of paragraphs (1) through (7) in every subcontract
or purchase order unless exempted by rules, regulations, or orders of
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the Secretarv of Labor issued pursuant to Section 204 of Execuuve Order 11246 of
September 24. 1965, so that such provisions will be binding upon each subcontractor or
vendor. The Operator will take such action with respect to any subcontract or purchase
order as the contracung agency may direct as a means of enforcing such provisions
including sanctions for non-compliance: Provided, however. thatin the event the Operator
becomes invoived in, or is threatened with, litigation with a subcontractor or vendor as a
result of such direction by the contracting agency, the Operator may request the United
States to enter into such litigation to protect the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100 (EEO-1)
promulgated jointly by the Office of Federal Contract Compliance. the Equal Employmen:
Opporwunity Commission, and Plans for Progress with Joint Reporung Commurtee, Federal
Depot, Jeffersonville, Indiana, within thirty (30) days of the date of contract award if such
report has not been filed for the current year and otherwise comply with or file such other
compliance reports as may be required under Executive Order 11246, as amended, and
Rules and Regulations adopted hereunder.

Operator further acknowledges that he may be required to develop a wntten affirmarive
action compiiance program as required by the Rules and Reguiations approved by the
Secretary of Labor under authonty of Execunive Order 11246 and supply Non-Operators
with a copy of such program if they so request.

1L CERTIFICATION OF NON-SEGREGATED FACILITIES

)

@

@)

Operator assures Non-Operators that it does not and will not maintain or provide for its
employees any segregated facilities at any of its establishments. and that it does not and will
not permit its empioyees to perform their services at any location. under its control. where
segregated facilities are maintained. For this purpose. it is understood that the phrase
"segregated facilities” includes facilines which are in fact segregated on a basis of race,
color, religion. or national origin because of habit, {ocal custom. or otherwise. It is further
understood and agreed that maintaining or providing segregated faciiities for its employees
or permitting its employees to perform their services at any location under its control where
segregated facilities are maintained is a violation of the equal opportuniry clause required by
Executive Order [ 1246 of September 24, 1965,

Operator further understands and agrees that a breach of the assurance herein contained
subjects it to the provisions of the Order at 41 CFR Chapter 60 of the Secretary of Labor
dated May 21, 1968, and the provisions of the equal opportunity clause enumerated in
contracts between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any falsé, fictitious, or fraudulent representation
may be liable to criminal prosecution under 18 U.S.C. Sec. 1001.

II. OCCUPATIONAL SAFETY AND HEALTH ACT

Operator will observe and comply with all safety and health standards promulgated by the Secretary
of Labor under Section 107 of the Contract Work Hours and Standards Act, published in 29 CFR
Part 1518 and adopted by the Secretary of Labor as occupational safety and health standards under
the Williams-Steiger Occupational Safety and Health Act of 1970. Such safety and heaith
standards shall apply to all subcontractors and their employees as well as to the prime contractor
and its employees.
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IV. VETERAN'S PREFERENCE

Operator agrees to comply with the following insofar as contracts it lets for an amount of $10,000
or more or which will generate 400 or more man-days of employment (each man-day consisting of
any day in which an employee performs more than one hour of work) and further agrees 10 include
the following provision in contracts with Contractors and Subcontractors:

"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT

(1)  As provided by 41 CFR 50-250, the contractor agrees that all employment openings of the
contractor which exist at the time of the execution of this contract and those which occur
during the performance of this contract, including those not generated by the contract and
including those occurring at an establishment of the contractor other than the one wherein
the contract is being performed, but excluding those of independently operated corporate
affiliates, shall, to the maximum extent feasible, be offered for listing at an appropriate local
office of the State employment service system wherein the opening occurs and to provide
such periodic reports to such local office regarding employment openings and hires as may
be required: Provided, that this provision shall not apply to openings which the contractor
flls from within the contractor's organization or are filled pursuant to a customary and
traditionai emtployer-unionhiring arrangement and that the listing of empioyment openings
shall involve only the normal obligations which attach to the piacing of job orders.

(2)  The contractor agrees 1o place the abave provision in any subcontract directly under this
contract.”

V. CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL L AWS

Operator agrees to compiy with the Clean Air Act (42 U.S.C. Sec. 1857) and the Federal
Water Pollution Control Act (33 U.S.C. Sec. 1251) when conducting operations involving
nonexempt contracts. In all nonexempt contracts with subcontractors, Operator shall
require:

(1)  No facility is to be utilized by Subcontractor in the performance of this contract with
Operator which is listed on the Environmental Protection Agency (EPA) List of Violating
Facilities. See Executive Order 11738 of September 12, 1973, and 40 CFR Sec. 15.20.

(2) Prompt written notification shall be given by Subcontractor to Operator of any
commurication indicating that any such facility is under consideration to be included on the
EPA List of Violating Facilities,

(3) Subcontractor shall comply with all requirements of Section 114 of the Clean Air Act (42
U.S.C. Sec. 1857) and Section 308 of the Federal Water Pollution Control Act (33 U.S.C.
Sec. 1251), relating to inspection, monitoring, entry, reports, and information, as well as all
other requirements specified in these Sections, and all regulations and guidelines issued
thereunder.

(4)  The foregoing criteria and requirements shall be included in all of Subcontractor's non-
exempt subcontracts, and Subcontractor shall take such action as the Government may
direct as a means of enforcing such provisions. See 40 CFR Sec. 15.4 & 5.



