g

-5982

Exxon Corporation

RED LAKEyFIELD AREA
Structure Map
Base of Middle Morrow Shale

6072 ‘
. Exxon Proposed Location

T-18=8, R=27-E Eddy New Mexico
LOCEAYION COUNTY SYATE

C.l. 50’ Scale: 1= 2,000’
L‘A‘E_1_/_89—__Au‘-;rv M_,,_,ﬁ” RA

'ﬁ- Morrow Gas Well
%Plugged Morrow Gas Well
¢- Morrow Dry Hole

= emem e e 320 Acre Morrow Proration Unit
EXHIBIT No. 4’
CASE No. 9583
HEARING DATE: JANUARY 18, 1989




1
A\

Exxon Corporation

RED LAKE FIELD AREA

Morrow “B” -
T-18-8, R-27-E Eddy New Mexico
(OCATION COUNTY SYATE
C.l: 10’ Scale: 1= 2,000’
g winse WL, Tate. L REL

60 APl GR & 6% Porosity Cutoffs

. Exxon Proposed Location
ﬁ- Morrow Gas Well
#Plugged Morrow Gas Well
¢- Morrow Dry Hole

s emes s w320 Acre Morrow Proration Unit
EXHIBIT No._ 5
CASE No. 9583

HEARING DATE: JANUARY 18, 1989




Chronology of Land Contacts for
Chalk Bluff Draw Undesignated #1
Section 17:T18S-R27E NMPM

Eddy County, New Mexico

November 7, 1988

November 8, 1

November 15,

November 21,

November 28,

December 19,

December 27,

January 9, 19

Joe B. Thomas

988

1988

1988

1988

1988

1988

89

I made a telephone call to Mr. Tim Custer with Amoco
Production Company. We discussed a proposal of joining
or farming out Amoco’s interest in our proposed well.
Custer asked for a letter setting out what was dis-
cussed by telephone.

I sent a letter to Amoco requesting either a farmout
with Amoco delivering a 75% Net Revenue Interest or
Amoco joining for a 18.75% Working Interest. (Copy of
letter attached.)

Custer called and said he was going to check with
Amoco’s Law Department to see if the JOA for the Chalk
Bluff Draw unit was still in force and effect.

[ sent a letter to Amoco enclosing an AFE. (Copy of
letter attached.)

I called Custer with Amoco and he agrees that the Chalk
Bluff JOA has terminated and that Amoco’s interest is
18.75% of the operating rights. Custer expects that
Amoco will farmout rather than join in the well.

I called Custer and left word on his answering machine,
which machine stated that he would be out of the office
until December 27, 1988.

I called Custer and asked if Amoco had reached a
decision on our proposal. Custer replied that Amoco
had not reached a decision yet. I told Custer that
Exxon was applying for force pooling and the hearing
would be late January, 1989.

I called Custer and left word on his answering machine
to please return my call.
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January

January

January

January

January

January

13,

13,

le,

le,

16,

17,

1989

1989

1989

1989

1989

1989

I called Tim Custer and left word on
his answering machine.

Tim Custer returned my call after my
normal office hours.

I called Tim Custer and left word on his
answering machine.

Tim Custer called me and said that Amoco

is considering Jjoining in the proposed
well. I told Custer that Exxon's offer
to farm-in would be withdrawn at 10:00
a.m. January 17, 1989.

Tim Custer called me and said that Amoco
would give us an answer by 10:00 a.m.
January 17, 1989.

Custer said that Amoco decided not to
join or farm out on our proposed well,
but would go under the force pooling
order.



EXXON COMPANY, USA

POST OFFICE BOX 1600 « MIDLAND, TEXAS 79702-1600

EXPLORATION DEPARTMENT
WESTERN DIVISION

November 8, 1988

AB-88-417 (A)

Red Lake

Section 17: W/2 T18S-R27E
Eddy County, New Mexico

Mr. Tim Custer

Amoco Production Company
P. 0. Box 3092

Houston, Texas 77253

Dear Mr. Custer:

As we discussed by phone last week, Exxon is interested in a farmin of your
interest in Section 17: W/2 T18S-R27E. Apparently, Exxon owns 81.25% and
Amoco owns 18.75% undivided interest in the W/2 of Section 17 as to all
interests below the San Andres formation due to an exchange of operating
rights dated June 14, 1960 (copy attached).

Regardless, Exxon would 1ike a farmin of Amoco’s interest in Section 17: W/2
below the base of the Abo formation for a 9,700 foot Morrow test. Exxon
proposes that Amoco deliver a 75% Net Revenue Interest to Exxon with the
initial well to be spudded within 120 days of the farmin agreement.

If Amoco would prefer to join, your interest would be 18.75%. Please advise
if you require an AFE for your evaluation of our proposal.

Very truly yours,

N B B Frawles

Joe B. Thomas
Trades and Unitization
(915) 683-0236

JBT2/s1r
Attachments

A DIVISION OF EXXON CORr ORATION
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OPERATING AGREEMENT

THIS AGREEMENT made and entered into this the 1lith day of

Jne » 19560, by and between HONDO OIi & GAS CCMPANY, with

offtces at Roswell, New Mexico, party of the first part hereinafter
refwrred to as "Heade," and HUMBLE OIL & REFINDIG COMPANY, a corpora-
ti:n with offices at Midland, Texas, party of the second part
nereinafter referred to as "Humble," cr "Operator,"

WITNESSETH:

WHER=AS, the parties hereto are the owners of the working
intcerest or operating rights below the base of the San Andres forma-
ticn subject to certain cverriding royalties as the same appear of
record in and to oil and gas leases embracing lands of the United
States covering all of Section 17, Township 18 South, Range 27 East,
N.M.P.M,, Eddy County, New Mexico, containing 640 acres, more or less,.
which sald c¢1l and gas leases are more particularly described as
follows:

Leasehcld Interest of Hondc 01l & Gas Company

011 & Gas Lease bearing New Mexico
Serial No. 0752, dated January 1,
1940, covering

Twp. 18 3., Rge. 27 E., N.M,P,M.
Section 17: E3NW}, swised

containing 120 acres, more or less,

Leasehold Interest of Humble 0il & Refining Company

011 & Gas Lease bearing New Mexico
Serial No. 04175 (b), dated January 1,
1940, covering

Twp, 18 5., Rge. 27 E., N.M.P.M,
Section 17: , wir«w , #231L10C
SW¢, N3SER, .
SELSER

contailning 520 acres, more or less;

No»v\f!o Aaﬂ . Pawn d/mtw‘m.@ad awuo>. 11-28-4¢C



and,

WHEREAS, the above described leasehold interests have been
committed by the respective partlies hereto to the Unit Agreement for
the Development and Operation of the Chalk Bluff Draw Unit Area,
dated March 21, 1955, anrd said 1easeﬁold interests are also subject
to a Unit Cperating Agreement entered into by and between the parfies
hereto in connection with sald Chalk Bluff Draw Unit Agreement as of
the same date; and,

WHEREAS, under and pursuant to an agreement made and entered
into by and between Humble and Malco Refineries, Inc., now Hondo, on
January 7, 1959, Humble as Unit Operator of the Chalk Bluff Draw Unit
Agreement has caused a well to be drilled 1980' FEL and 1980' FNL of
Sectlon 17, Township 18 South, Range 27 East, N.M.,P.,M., known as the\
Chalk Bluff Draw Unit Well No. "C-1," which said well has been com-
pleted in the Pennsylvanian (Bend) formation, capable of producing
gas 1n paying quantities; and,

WHEREAS, the above referred to well was drilled as a non-
consent well on the part of Hondo from below the Abo formation to the
point of its completion in the Pennsylvanian {Bend) formation and
Humble is entitled to be reimbursed for 150% of the cost of drilling
and completing said well below the Abo formation -out of Hondo's pro-
portionate part of the production from said well in accordance with
sald agreement of January 7, 1959, and said Unit Operating Agreement;
and, .

WHEREAS, said agreement of January 7, 1959, also provides
that in the event the above mentioned well should be completed other
than as a dry hole in any zone or formation below the base of the San
Andres formation that Humble and Hondo shall enter into an appropriate

sgreement providing that all production from said Section 17, Township

-
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18 Soutli, hange 27 East, N.M,P.M,, and all costs and expenses in
ccnnection with operations thereon, shall be owned, shared and borne
by said parties in the proportions of 18,75% to Hondo and 81.25% to
Humble; and,

WHEREAS, application 1s being made to include all of said
Sectlon 17, Township 18 South, Range 27 East, N.M,P.M,, in the par-
ticipating area designated pursuant to the terms of said unit agreement
and the parties hereto are desirous of entering into an Operating
Agreement providing for their participation in all oil and gas which
may be produced, saved and marketed from said Section 17.

NOW, THEREFORE, it is mutually agreed betyeen the parties
hereto as follows:
. 1. That the respective parties hereto do each hereby give
and grant unto the other such operating rights as may be owned and held
by them respectively in and to the o1l and gas leases hereinabove de-
scribed insofar as the same cover and affect the lands situated in
Sectior 17, Township 18 South, Range 27 East, N.M.P.M.,, as to all
formations below the San Andres formation, subject to all existing
overriding royalties as shown of record, to the extent necessary to

vest such rights in the parties hereto as follows:

A1l such operating rights shall be owned and held by the
parties hereto in accordance with the terms of said 01l and gas leases,
said unit agreement, unit operating agreement and fhis°agreement.

2, Humbhle 1is hereby designated as the Operator of the
opcrating rights of the parties hereto covering said Section 17 above
referred te as to all formationé below the San Andres formation and
the partices hereto shall participate in and to ail oll, gas and other
hydrecarion substances which may be produced, saved and marketed_from
said lands from all formations below the San Andres formation and shall
vear 211 costs and expenses of operations in the proportions herein-

above s«t fourth and said percentages shall be used for all purposes



in connection with said Unit Agreement and Unit Oper§t1ng Agreement,
including ownership of all allocations of production and adjustments

of investments pertaining to said section, i1t being understood and
agreed that after payment of all royalties and overriding royalti-s
which may become due and payable on account of the production from o:
allocation to the respective leasehold interests covering said Section
17 from all formations below the San Andres formation that all remaining
working interest production shall be allocated to and owned by the
parties hereto in the proportions above set forth.

3. All operations conducted upon said Section 17 shall be
conducted under and pursuant to the Unit Agreement and Unit Operating
Agreement above referred tof provided, however, if said Unit Agreement
should for any reason bg terminated, or said Section 17 should be
excluded from said Unit Agreement, the ownership of the parties hereto
-a8 hereinabove set férth shall continue for the full terms of said
oill and gas leases.and any and all extensions, exchanges or renewals
thereof and any additional operations thereafter conducted upon said
land shall be conducted by Humble as Operator and the Unit Operating .
Agreement and all of the provisions thereof insofar as applicable
shall remain in full force and effect as between the parties hereto.

4, The provisions hereof shall be considered as covenants
running with the ownership of the respective o0il and gas leases
hereinabove described and binding upon the successors and assigns of
the parties hereto,

IN WITNESS WHEREOF thils agreement 1is executed as of the déy

., aad > 2ar first hereinabove written. :

S, HONDO OYL & GAS COMPANY
Z [ e é
N a e, A ‘ By /, Letsn—

v e ¥
SERTTY Party of the First Part 1ADE 0. K.

w. "ALEY

'
HUMBLE OIL & REEINING CCMPANY
heuistant Secdetars ' sgey | |esevs
L} .

BER.BOARD OF MANA R
BLE DIVISION NASEMENT,

Party of the Second Part




STATE OF NEW MEXICO
COUNTY OF CHAVES

a8,

The foregoing instrument was acknowledged before me this

¢éé day of , 1960, vy ME

of HONDO OIL & GAS COMPANY, a

corporation, on behalf of said corporation,

otary Yc

’ . (S04
LTI

STATE OF TEus

ss,
COUNTY OF HARRIS '

The foregoing instrument was a.cknowledged before me this

14th  day of June , 1960, by £0 3. HAMNER
» =m:3 3-3?.".2:' MANA®ENANY,

qr ﬂglm.z OIL & REFINING COMPANY, a Delaware corporation, on behalf
-(Qad’ Qorporation.

7 > , ,
.'._. //\1.' ‘/ (‘“ . ' otary Pu Wavie der
SR Kallan
- TARY PUBLIC IN AND FOR
nf comission expires: NOTARY PUBLIC IN A
June 1, 1961
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OPERATING AGREEMENT

THIS AGREEMENT, entersd into by and berween,

herenafter designated and
referred (0 a5 “"Operator’’, and the sighazory party or parues other than Operator, sometimes hereinaiter referred 0 mdividually heren
s *“Non-Operator ', and coilecuveiy as **“Non-Operators™.

WITNESSETH:

WHEREAS, the parues 10 this agresment are owners of oil and gas leases andiur oil and gas interssts 1 the land idenafied it
Exhibit **A"". and the paraes hereto have reached an agreement 0 explore and deveiop these leases andior oii and gas interesss tor the
produczon of od and gas to the extent and as herenafter provided.

NOW, THEREFORE. it is agreed as follows:

ARTICLE L
DEFINTTIONS

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

A. The tem “‘od and gas'” shall mesn oil, gas, casinghead gas, gas condensare. and all other liquid or gaseous hydrocarbons
and other marketable substances produced therswnth, unless an intenr o limit the inclusiveness of this term is specifically stazed.

B. The terms ‘‘oil and gas lease™, “‘lease’ and *‘leasehold” shall mean the ol and g:s leases covering wacs of land
lytng within dche Conzact Area which are ovned by the pardes to chis agresment.

C. The term “‘oii and gas interess’’ shall mean unieased fee and minerai intememts in macs of Lnd lving widun &e
Contract Arex which are gwned by parues two this agreement.

D. The term “‘Conmrac: Area’” shall mean 2] of the lands, od md gas leasehold interests and oi and gas interests istendad 1o Se
developed and cperated for oil and gas purposes under this agresment. Such lands, eil and gas ieasafold nrerests and ot and gas interests
are descridec in Exhubic “'A". ) )

E The t=m ‘‘drilling umit’” shall mean the area fxed for the dnlling of one well by order or mule of any state or
federal body having authenty. [f 3 drilling unit s not fixed by any such ruie or order, 3 drilling unit shall be the dmiiing unit a5 estaduen-
ed by the panam of dniling in the Conwact Area or as fixed by express agreement cf the Drilling Parges.

F. The term “‘dnilsite”” shall mean the ou and gas lease cr interest on which 2 proposed well is © de located

G. The terms *“Dritling Parry™” and *'Consenzng Party ' snall mean 2 party who agrees tc join in anc 03y s share o tne o5t of
any operation concucted under the provisions of s igreement.

H. The twems *Non-Dniling Pam™ and '“Nen{onsmnnng Parry™ shall mean 2 puty who eecis not o parzopate
in a propesed operauen. .

Unles the conezxt othewise cdarly indicates. words used in the singuizr include the plural, de piurdl includes e
sagular. and the neuter gender includes the mascuiine and the feminine,

ARTICLE 0.
EXHIBITS

The foilowing exhitis, as indicyted below and azached hersto, are incorporazes in and made 1 parm hersor

C A Exhibit “*A™", chall inciude the following informaccon:
(1) ldentificadon of lagds subjec: w0 this agreement,
(3) Restricsoes, i my, s to depnis. formations, or substancss,
(3) Peremamess or fracsonal interess of parmes (o s ags=ment,
(%) Oul and gas ieasss mdior cil and gas wterssT subrect o this agreement,
(5) Addresses of partiss for nooce puseetes
T B. Exaitit "B, Form of Lexse.
O C. Exhitic "C"", Acounsng Procedure.
T D. Exxibit *D”", lnsuraces.
O E Exhitie “'E’", Gas Baiancag Agreenen:.
T F. Exhimu “F, Non-Discimmnation ané Ceificadion of Non-Segregated Facliges.
T G. Exxibit "G, Tax Farmennic.
T H. Exhibit "H”, Motice of Lien and Mortgage — Financing Staterent.

If any provision of any exhibit, except Exhibits "E” and "6", is inconsistent with any provision
cantained in the body of this agreemen:, the provisicns in the body of this agreement shall prevail.
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AAF: FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE 1L
INTERESTS OF PARTIES

A. Qil and Gas Interests:

If any party owns an cil and gas interest in the Contract Area. that mterest shall be wreated for all purposes of this agreermen:
and during the term hereof as if it were covered by the form of oil and gas lease artached hereto as Exhibit *'B"". anc the owner therest

oo e

shall be dremed 10 own both the rovalty interest reserved in such lease and the interest of the lesser thereunger.

B. lInterests of Parties in Costs and Production:

Unless changed by other provisions, all costs and Labilives incurred in operations. under this agresmen: shail be borne Jnd
paid. and all equipment and matenals acquired in operations on the Contract Area shall be owned. by the parties as their interests 17+
forth in Exhibit "*A™". In the same manner. the parues shall also own all producton of oil and gas from the Contract Area subeci o o

pavmen: of royalties o the extent of which shall be borne as heremnaner set jortn

Regardless of which party has coneributed the leasets) andior ol and gas mteresuis) hereto on which rovaity is due and
pavable. each party entided to receive a share of producnon of oil and gas from the Contract Area shail bear and shail pay or Genver. or
cause 10 be paid or delivered. to the extent of its interest in such producuon. the rovalty amount stpulated heremabove and shaii neis the
other parties free from any liability therefor. No party shail ever be responsible. however. on 2 price basis higher than the price recenec
by such party. to0 any other party’s lessor or royvalty owner, and if any such other party’s lessor or royaity owner should demand and
receive settlement on 2 higher price basis, the party contributing the affected lease shall bear the additional rovaley burden atribuzatie o
such higher price.

Nothing conuained in this Artcie lI1.B. shall be deemed an assignment or cross-assignment ¢f 1nteresis covered herebs.

C. Excess Royalties, Overriding Rovalties and Other Payments:

overnding rovairy, producticn pavment or other burden on preduction in excess of the amount stipuiated in Arucle 18 | sush rurmy <c
burdened shall assume and aione bear all such excess obligaucns and shall indemnify and hoid the other parues hereto harmiess irom any
and all clams and demands for payment asserted by owners of such excess burden.

Uniess changed by other provisions. if the interest of any party in any lease covered hereby 15 subiect 1o anyv rovaits.

D. Subsequently Created Interes:s:

If anv party shouid hereafter create an overriding rovalty. production pavment or other burden pavabie Sut ¢t o

ot procucnon

ariputadie to its Orking interest hereunder. or if such 2 burden exusted prior 1o LIS agreement and s nct set forina Ixmia: AT ¢

was not disclosed 1 wniting o all other parues prior to the execution of this agreement by all parues. or i not 2 13inziv Kknosviedeed ing

e

accepted obliganon of ail parzies (any such interest being hereinafter referred 1o as ''subsequentiv creatad mteres:’” irrespecuve i the

oming ol 1ts creation and the party out of whose working interest the subsequently created interest is denved being heremaizer rererred
to as ‘‘burdened pany ). and:

1. If the burdened party is required under this agreement to assign or relinquish to any cther party. or parnes. all or 3 scriien
of 15 working interest and or the procucticn attributabie thereto, said other party. or parues, shail recenve said assignmen: ang or
producuon free and clear of said subse- uently created interest and the burdened party shall indemniiv and save said other pass .

or parues. harmiess from any and all dams and demands for payment asserted by owners of the subsequent!y created interes:.
and,

(%)

. If the burdened party fails to pay. when due. its share of expenses chareesble hereunder. aii provisions of Aracle VII.B. snzll 5e

enforreable against the subsequentiy created nterest in the same manner 2s they are enforceadie againsi 16 WOrking interes: =
the burdened party.

ARTICLE TV.
TITLES

A. Tide Examination:

i
the Drilung Farues 5o raques:. utie sxarmmnanon shall be made on the leases and.or oil ang gas :rerests incivde. or planned to e nciug:
ed. in the drilling unit around such well. The oprien will inciude the ownersiup of the working interest. minerals. rovaity. overniding

Tide examinadon shal be made on the dnllsite of any proposed weil srior to commencermen: of driing cperazons o7, ¢

royalty anc orocducuon payments under the appiicadie ieases. A tie ume 2 well 5 propeses. €ACn 23y CONINoUTN ieases andiar ou ans

gas inter=s:s o the drillsite. or to be included :n such drilling unut, shall furnish 10 Operator abl absracts anziuding fadera! lese 15
reports), titie opimons, ttle papers and curauive matenal it it possession fres of charge. All such mformauen netin ihe pessession of

o or
made avaiiabie 10 Operator by e parues, but necessary for the examinazon of the ude. shail 2e obuned dv Coerarer Operator shall

23use utle tc be examined By amsrmevs an s stalf or 0¥ sutmde awmmeys Copter of 3l s voimons shal te formithed 1o each paes

hersto. The cost incurred oy Operator in s tte program shall ve Sorne as foilcws

Z Crpéon Ne. 1 Casw incursed by Operator i procuning abswass ans tiz examizazan

shut+n gas rovaity opmicns and division order tule cpimions) shall de a part of the admumsirauve overnedd as provices in
2a¢ chail noe be a dirert charge. whether periormed Dy Orperater’s stadf acrormeys or by sutsice atomeys.

- .
-
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ARTICLE IV

continued
& Optior No. 2 Coss incurrec by Operator in procunng abstracts and iees paid outside artorneys for ttic examinalicn
ANCIUGINE PreiMinery . sUTPiemental, SRLTIN 428 FOL Iy OPIMIONS dn3 Jivision order Giie opimions shall be Mormg vy e

in the proporuon tha: the nteres: of each Driliing Party bears to the towi interest of all Drilling Parniec as such imierests appear 10 Ex

hitut " A"". Operator shall make no charge for services rendered by its staff actorneys or other personnel in the perturmance cf the abore
funcuions.

Each party shali be responsibie for securing curative matter and pooiing amendments or agreements required in conawction
with leases or oil and pas interests contributed by such party. Operator shall be responsible for the preparation and recording of pociing
designaucns or declarations as well as the conduct of heanings before governmental agencies for the securing of spacing or pouling orders
This shall not prevent any party from appearing on its own behalf ar any such hearing.

No well shall be drilied on the Contract Area unul after (1) the Gtle to the drillsite or dnlling unu Ras deen examineg as abore
provided. and (2! the title has been approved by the examining attorney or title has been actep!ed bv all of the parues who ure 10 pur
tapate in the driliing of the well.

B. Loss of Title:

1. ‘Failure of Title: Should any ail and gas interest or lease, or interest therein. be lost through failure of tide. which loss resuits in 4
reducdon of interest trom that shown on Exhibit "A'™", the party contributing the affected lease or interest shall have ninety (90 davs
from finai deterrmnation of tte failure 10 acquire 2 new lease or other insrument curing the entirety of the title failure. which accus:
ton will not be subjecz 10 Arncie VILB.. and failing to do 0. this agreement, nevertheless. shall conunue in force as to ail remairiing on:
and gas leases and interests: and,

(2) The party whose oil and gas lease or interes: is affected by the tide failure shall bear alone the entre loss and it shal! not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofore paid or incurred.
but there shall be no addiuonal liability on its par: to the other parties herets by reason of such tle failure.

(0} There shali be no rezroactive adiustment of expenses incurred or revenues recsived from the operanon of the meerest which hus
been lost, but the interests of the parues shiall be revised on an acreage basis, as of the time « is determined hinallv tha: utie failure has o<
curred. so that the interest of the party whose lease or interest is affected by the title fallure will thereaizer de reduced i the Contrac:
Area by the amount of the interest lost:

(¢) If the preportionate interest of the other parues herews 1 anv producing well theretwciore drilled on the Contract Arez 1s
tncreased by reason of the trie {aiure. the party whose utle has failed shall receive the proceeds actributadie 1o e increase in such in
terest (less costs and burdens anributabie thereto: unul it has been reimbursed for unrecovered costs paud by 1210 connecticn with such
well:

(d' Shouid anv person nct a party to this agresmen:. who is determined to be the owner of anv interss: i the ute which has
failed. pay in any manner anv par: of the cost of operation. deveicpmen:. or equipment. such amoun: shali de faid 19t party or parmes
who bore the costs xhich are so refunded: '

(&) Any habsiicy to account o a third party for prior progucticn of oil and gas which arises bv reason of utie taiiure shall be

s
borne by the party or parties whose utle {ailed in the same proporuons in which thev sharad in suzh prier pragucnon: anc.

(' No charge shall be made to the joint account for legai expenses. fees or salaries. in connection #itd the detense ¢f ine interes:
claimed by any party hereto. it being the intennon of the parties hereto that each shall defend title to its mterest anc bear all expenses o

connection therewith.

2. Loss bv Nen-Pavmen: or Erroneous Pavment of Amoun: Dus: I through mistake or oversight. anyv rental. sautin wel
pavment, mummum rovaliy or rovaity pavment, s act paic or 15 erronecusiy paid. and as a resuit a lease or interest therern termuinates
there shail be no monetary hamiiry against -he party who faiied te make such pavment. Unless the party aic {aiied 10 make the required
pavment secures i new lease covering the same interest within ninety {90, davs trom the discovery of the falure to make proper pavmen:.
which acquisition will not be subjecz to Arzuie VIILB.. the interes:s of the partes shall be revised on an acreage basis. ef2active as of the
date of termination of the lease involved. and the party who failed to make proper pavment will no longer be credited wi<1 an interest :n
the Contract Area on account of ownership of the iease or interest which has terminated. In the event the parry who faued 0 make the
required payment shall not have been fully reimoursed. at the ume of the loss, from the proceeds of the saie of oil and gas atriburabie 1o
the lomt interest, calculated oot in acreage basi, for the developmene and operanng costs thersioiore paid on account of such interes; o
shall be reimbursed fer unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hoie previously driiec
or wells previously abandoned) from so much of the following as is necessary to sffect reimbursement:

(a) Proceeds of oil and gas. less operaung expenses. therewciore accrued to the credit of the lost interest. on an acreage basis,
up to the amount of unrecoverad costs;

(b) Proceeds. less operating expenses, thereafter accrued anributable to the lost interest on an acreage basis. of that portion of
ol and gas thereafter produced and marketed (excluding producton from any wells thereafter drilled) which. in the absence of such lease
termunation, wouid be attnbutable to the lost interest on an acTeage basis. up 10 the amount of unrecoversd costs, the proceeds of sa:c
pordoen of the ail and gas s be contnbuted by the other parties in proportion to ther respective interests: and.

{c) Any morues. up to the amount of unrecovered cosis, that may be pad by anv party who 1. or becomes. the owner ¢f
lost, for the priviiege of paruapaung :n the Contract Area or becomung a party 10 thus agreement. :

e nterest

3, Other Losses: All losses incurred, other than those set forth in Artcles IV.3.). and [V.B.2. above. shal! be jun: losses
1214 shall be borne by all parties in proporticn to their interests. There shall be ne readiustment of interesis in the rzmaining porsien of
the Contrazt Area.
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ARTICLE V.
OPERATCR

A. Designation and Responsibilities of Operator:

shall be the
Operator of the Contract Area, and shall conduct and direct and have full control of all operauons on the Contract Area as permutted and
required by. and within the limits of this agreement. It shall conducr all such operations in 2 good and workmanlike manner. but it shall

have no habiirty as Operator to the other parues for losses sustained or Labilines incurred, except such as may resul: from gross
negligence or wiliful misconduct.

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

1. Resignaton or Removal of Operator: Operator may. resign at any time by giving wrirten notce thereof to Non-Operatoss.
If Operator termunates its legai existence. o longer owns an interest hersunder in the Contract Arez. or is no longer capabie of serving as
Operator, Operator shall be deemed 10 have resigned without any action by Non-Operators, except the selection of a successor. Operator
may be removed if it fails or refuses to carry out its duties hereunder, or becomes insolvent, bankrupt or is placed in receiversiip. by the'
affirmagve vote of two (2} or more Non-Operators owning a majority interest based on ownership as shown on Exhibit “*A™’ remaiming
after excluding the voting interest of Operator. Such resignation or removal shall not become effective until 7:00 o'clock A.M. on thc
first dav of the caiendar monzh following the expiration of ninety (90) days after the giving of nouce of resignation by Operator or acuorn
by the Non-Operators to remove Operator. unless a successor Operator has been selecred and assumes the duties of Operator at an earber
date. Operator. after effecuve date of resignation or removal. shall be bound by the terms hereof as 2 Non-Operator. A change cf 3 cor

porate name or structure of Operator or transfer of Operator s interest to any single subsidiary, parent or successor corporauon shal: not
be the basis for removal of Operator.

2. Selecuon of Successor Operator: Upon the resignation or removal of Operator, a successor Operator shali be seiected by
the parues. The successor Operator shall be selected from the parties owning an interest in the Concact Area at the ume such successcr
Operator is selectec. The successor Operator shall be selected by the affirmative vorte of two (2} or more parties cwning a majon:y interest
based on ownership as shown on Exhibit “"A™"; provided. however, if an Operator which has been removed faiis to vote or votes only o
succeed 1tself, the successor Operator shall de selectec by the affirmauve vote of two (2) or more parties O%niNg 3 MAjONTY interest dases
on ownershup as shown on Exhitit A’ remainmg after exciuding the voting interest of the Operator that %as removed.

C. Employees:

The number of emplovees used by Operatcr in conducung operations hereunder, their seiection. and the hours of later and the
compensatucn for services pericrmed shall be determined by Operator, and ali such empioyess shall be the emplovees of Operazor.

All wells drilled on the Contract Area shall be drilled on a competitive contract basis at the usual rates prevailing in the area. lf ir sc
desires, Operator may empioy uts own 100is and aquipment :n the driling of wells, bur izs charges thersior shall not exceed the prevailin

e Il prTvaLn

rates in the area and the rate of such charges shaii be agreed upon by the partes in writing before drilling operations are commenced. and
such work shail be performed by Operator under the same terms and condiuons as are customary and usual in the area in conwracs cf :n
dependent contractors who are doing work of 2 similar nature.

ARTICLE V1.
DRILLING AND DEVELOPMENT

A. lpitial Well:

. cperaticns for
On or before the day of, ., 19 , Operator shall commence'tne u;x.'mng ol 2 well for

ot and gas 2t the folloming locauon:

and shall thereafter contnue the driling of the weil »ith due diligenca ¢ .

uniess gramute or other pracuczily impenewadic sudstance or condiuon in the hole, which renders further driiing umpracecad, s en-
countered 30 2 lesser demth or unisss 1 parmes agree 0 covnplets or abandon the well 3t a lesser depth )

meraine gl make seasonable tees =f 3l fnrmanens encountared dunng driling which aive indicadon ¢! conuning ai ard
23 It quantues suff

icant 1o s, unless this 2gesemen: shal he limired in s applicsuen m 3 speciic formagen of formaaans, & vhics
event Operaior snall e requirac (o test 2niy the farmaten or formaueons ©© which ths agreement May 1pply oo -0
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ARTICLE V1
continued
K. in Operator's judgment. the well will not produce oil or gas in paying quanuties. and it wishes to piug and abandon the
well a5 1 dny hole. the provisions of Arsicle VI.E.! shall thereafter arply.

B. Subsequent Operations:

1. Proposed Operations: Sheuld any party hereto desire to drill any well on the Conzact Area other than the well provided
for in Arucle VI.A.. or to rework. deepen or piug back a dry hole drilled ar the jomnt expense of all parties or 2 well jointiy owned by al
the parties and not then producing in paving quantties, the party desiring to drill. rework. deepen or plug back such a well shall give the
other parties written notice of the proposed operaton. specifying the work to be periormed. the location. proposed depth. objecove forma-
gon and the esdmated cost of the operation. The parties receving such a notce shall have thirty (30; days after receipt of the nouce
withm which to nonfy the party wishing to do the work whether they elect to participate in the cost of the proposed operation. Ii a drili-
ng rig is on location. notice of a propasal to rework. plug back or drill deeper may be given by telephone and the response period shali be
limited to forty-eight (48} hours, exclusive of Saturday, Sunday and legal holidavs. Failure of a party receiving such nogce to reply within
the period above fixed shail constitute an election by that party not to participate in the cost of the proposed aperason. Any nouce or
response given by telephone shall be promptly confirmed in writing.

.

If all parties elect 1o participate in such a proposed operation, Operator shall, within ninety (90) days after expiration of the nouce
period of thirty (30) days (or as promptly as possible after the expiragon of the forty-eight (48} hour period when 2 drilling rig is on loca-
tion, as the case may be), actuaily commence the proposed operation and complere it with due diligence at the risk and expense of al] par-
tes hereto; provided. hawever, said commencement date may be extended upon wrirten notice of same by Operator to the other parue:.
for a period of up to thirry (30) addidonal days if. in the sole opinion of Operator, such additional ume is reasonably necessary to obtais
permits from governmental authoriuss, surface nghrs (including nghts-of-way) or appropriate drilling equipment. or to complete utie ex-
arminauon or curative marer required for tide approval or acceptance. Nocwithstanding the force majeure provisions of Article X1 if the
actuai operauon has not been commenced within the time provided (including any extension thereof as specificallv perrnitted hermin® and
if any party hereto sull desires to conduct said operation. written nogce proposing same must be resubmitted 10 the other parties in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operadons by Lass than All Parties: If any party receiving such nooce as provided in Aricle VI.B.1. or VIL.LD.1. (Opgan
No. 2! elects not to parucipate in the proposed operauon. then. in order to be enutied to the benefits of this Arucie. the party or parues
giving the nouce and such other parties as shall elect 10 parucipate in the operanon shall. within ninety (901 davs after the expuation cf
the nooce period of thirry (30) days (or as promptly as possibie after the expiration of the iorry-eight (48) hour period when a drilling rig 1s
on location. as the case may bde} actuaily commence the proposed operation and complete it wth due diiigence. Operator shail serform ail
work for the aczount of the Consmxing Parues: provided. however, if no driiling rig or other equipment is on locaron. and i Operator 13
2 Non-Consenting Parry. the Consenting Parties shall either: (2) request Operator to periorm the work required by such proposed opers-
non for the account of the Consenting Parues, or B! designate one (1) of the Consenang Partiss as Operator to periorm such werk. Con
senung Parnies. when conducting operations on the Contract Ares pursuant o this Arucle V1.B.2., shall comply wath ail terms and con-
ditons of this agresment.

If less than all partes approve any proposed operanion. the proposing party, immediately after the expirascr of the applicable
notice period, shall advise the Consenting Parties of the total interest of the parues approving such operanon and its recommendauon as
to whether the Consentng Parties should proceed with the operadon s propased. Each Consenang Parvy, within forry-eight (48) hours
{exclusive of Sarurday, Sunday and legal holidays) after receipt of such notice, shall advise the proposing party of iz desire to (2} lirmst per
tapaucn o such party’s interest as shown on Exhivit A" or {b) crry its proporaonats part of Nen<Consenung Partss interests. anc
failure 1o advise the proposing party shall be deemed an election under (a). In the event 2 drilling rig is on location. the tme permuiiec ior
such a response shall not exceed 1 total of forry-eight (48) hours (inclusive of Saturday, Sunday and legal holidavs). The proposng pary.
at its elecdon, may wathdraw such proposal if there is msufficient partcpation and shall premptly nodfy all partes of such deasion.

The enare cost and nsk of conduczing such operagons shall be borme by the Consendng Pardes in the propordons they have
elected to besr same under the terms of the preceding paragraph. Consenting Partes shall keen the lezsehold estates invoived in such
operations free and clear of all liens and encumdrancss of every lnnd crested by or arising from the operagons of the Consencag Paries.
If such an operation results in 2 dry hoie. zhe Consenung Parties shall plug md abanden the weil and restore the suriace locauag at the:-
sole cost, risk and expense. If anv well drilled. reworked. deepened or plugged back under the provisicns of this Arncie reselz = 2 2o
ducer of oil andior gas in paying quanuues, the Consenung Parnes shall complere and equip the well o produce at therr sole cox aad risx.

A
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ARTICLEVI
continued
and the weii snall then be turned over o Operaior and shall be operated by it a1 the expense and 1or the account of the Consenuny Par-
tes. Upen commenvement 2 oresanons ior the drilling. reworking. despening o Plugding Taes o0 am sudh well by Consenunyg Parten

in accordance w1th the provisions of s Arucie. each Non-Consenung Panty shall be deemed to0 have reinquished 1o Consentnyg Partics.
and the Conserung Parues shall own and be enutled to receive. in proportion to their respective mnterests. all of such Non-Consenusy
Party’s interest in the well and share ot production thereirom until the proceeds of the sale of such share. caicuiate2 a: the weil. or
market vaiue thereo! i such share is not sold. (aner deducung producuon taxes. excise taxes, rovaity, overriding rovaley and other in
terests not excepted by Arucle I1.D. payabie out of or measured by the production from such well accruing with respect 1o such interes:
until it reverts) shaii equai the total of the following:

13- 100% of each such Non-Consenting Partv's share of the cost of any newly acquired surface equipment bevond the weilhead
connecuons (ncluding. but not hmited to. stock tanks. separators. weaters. pumping equipment and piping’. plus 100% of each such
Non-Consenung Party s share of the cost of operanon of the well commenang with first production and conunuing unal each such Non
Consenting Party’s relinquished interest shall revert to it under other provisions of thus Article. 1t being agreed that each Nun
Cansenting Party’'s share of such costs and equipment will be that interest which would have been chargeabie 1o such Non-Consenuny
Party had it participated in the well from the beginning of the operations: and

.

) 300 __ % of that portion of the costs and expenses of drilling. reworking. deepening. plugging back. testing and compicu::g.
after deducting any cash contributions received under Arucle VIILC..and 300 _ % of thas poruon of the cost of newly acquired equip
ment in the well (10 and inciuding the wellhead connections). which would have been chargeabie to such Non-Consenung Party if it had
parucipated therein.

An elecucn not 1o parucipate in the drilling or the deepening of a weil shall be deemed an elecuon not to parucipate in any re
working or plugging back operat:on proposed in such a well. or poruon thereof. to which the imitial Non-Consent eiecuon appised that is
conducted at any time pnior to fuil recovery by the Consenting Partes of the Non-Consenung Party’s recoupment account. Am such
reworking or piugging back operanon conducted during the recoupment perrod shall be deemed part cf the cos: of operation of said weil
and there shall be added 10 the sums (o be recouped by the Consenung Parties one hundred percent (100 % i of that portcn of the costs of
the rewcriing or plugging back operation which would have been chargeabie 0 such Non-Consenung Partv had 1t parucipated therman [i

such a reworking or piugging back operauon 1s proposed during such recoupment period. the provisions of this Arucle V1.B. shail be ap
plicable as berween said Consenung Parues in said well

During the period ot tme Consenung Parties are entitied to receive Non-Consenung Partyv's share of procucucs. or (it

proceeds thererrom. Consenting Parties shail be responsibie for the pavment of all production. severance. excise. gathening ¢ other
taxes. and all roval:v. overriding rovaity and other burdens appiicabie 1o Non-Consenung Parry s share of production nct exceotes M Ar

ucle 111.D.

In the case of any reworking, plugging back or desper dniling operation. the Consenting Parues shall be permutred o use. iree
of cost. all casing. tubing and cther equipment in the well. but the ownership of all such equipment shall remamn unchanged: and unen
abandonment of 2 well after such reworking. pluggine back or deeper drilling. the Consenung Parties shall accoun: o1 ail such equir-
ment to the owners thereof. with each party recmving 1ts proporuonate part in kind or in value. less cost of saivage.

Within sixty (607 davs after the complenon of anv operation under this Artcie. the party conducting the operations for the
Consenung Parties shall furmish each NonLonsenting Party with an inventory of the equipment in and connecied 3 the well. and ar
itemizad statement of the cost of drilling. despemuing. plugging back. tesiing. compleuing, and equipping the well for producnien: er. at s
option. the operaung pary. in lieu of an itemnized statement of such costs of operation, mav submit 2 detaiied statement of menzriv i
ings. Each month thereaftsr. dunag the ume the Consenting Parties are being reimbursed as provided above. the party conducun £ the
operations for the Consenting Parnes shall tumnish the Non-Consenting Parties »1th an itermzed statemen: of ail costs and habiliies oo,
curred in the operation of the well, iogetiier a1th 2 statement of the quantity of oif and gas producsd irem it and the amount of proceecs
realized from the saie of the well's working rerest producucn dunng the preceding mon:i. In derermiming ine quannty of oil ané zas
produced during any month, Consenung Parues shall use industry accepted methods such as. but not imned 2 metering ar petidc.:
well tests. Any amount realized from the saie or other disposiuon of equioment newlv acquired i connection wnf any such operaucn
which would have Seen cwned by 3 Non-Consenting Party had it parucipated therein shall be crediied sgainst e totai unrecurned cosss
of the work done and of the squipment purchased in Serermuning when the interest of suzh Non-Consenung Parsy stail revers w12 as
sbove provided: and d thers is 3 crecu baance. it shali be paid to such NonConsentung Party.
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ARTICLE V1
continued
If and when the Consenung Paruss recover from 3 Nea-Consenzng Party's relinquished interast the amounts provided far aoes s
the reiinguished intereste of such Non-Conesnung Party shall automaucally revert 1o it. and. from anc after such reversion. such Non
Consenuing Party shall oww the same interest in such weil, the mateniai and equipment 1n or peruaining therete. and the productin?
therefrom as such Non-Consenung Party would have been entitied to had it parucipated in the drilling. reworking. deepening or piugging
back of said well. Thereaiter. such Non-Consenung Party shall be charged with and shall pay its proportionate part of the iurther costs o
the operauon of said well in accordance with the terms of this agreement and the Actounting Procedure attached hereto.

Notwithstanding the provisions of this Article V1.B.2.. it is agreed that without the mutual consent of all pa-ties. no weils shali
be completed in or produced from a source of suppiv from which 2 weil located elsewhere on the Contract Area is producing. unless such
weil conforms to the then-exisung well spacing pattern for such source of supply.

The provisions of this Article shall have no application whatsoever 10 the drilling of the mitial well described in Arucie V1A,
except (3) as to Artcle VILD.1. (Opuon No. 2}, if seiected. or (b) as 1o the reworking, deepening and plugging back of such inual weil
after it has been drilled to the depth specified in Article VI.A. if it shall thereafter prove to be a dry hole or. if initially compieted for pro-
ducuon, ceases 1o produce in paying quantines.

3. Sund-Bv Time: When 2 well which has been drilled or deepened has reached it suthorized depth and all teses have been
compieted, and the results thereof furnished to the parties, stand-by costs incurred pending response to a party’s notice proposing 2
reworking, despening. plugging back or completing operation in such a well shall be charged and borne as part of the drilling or despen-
ing operagon just compieted. Stand-by costs subsequent 1o all parties responding. or expiraton of the response time permutted. whichever
first occurs, and pnor to agreement as to the parucipaung unterests of all Consenting Parnes pursuant to the terms of the second gram-
matcal paragraph of Arucle V1.B.2. shall be charged 1o and borne s part of the proposed operaton. but if the propesal is subsequently
withdrasn because of mnsufficient parucipation, such stand-bv costs shall be allocated berween the Consenting Parues i the proporuon

each Consenting Party’s interest as shown on Exhibit ""A’" bears to the total interest as shown on Exhibw "*A’" of all Consenung Par-
ties.

4. Sidewacking: Except as hereinafter provided. those provisions of this agreement applicabie 1o 3 “‘deepening’’ cperzuon shall
also be appiicadie to any proposal to directionally conrroi and intentionally deviate 2 well from vertcal so as to change the botiom hois
locaton (herein cailed ‘'sidetracking . uniess done to straighten the hole or to dnli around junk in the hole or because of othe:
mechanical diificulties. Any party having the nght to participate in 2 proposed sidetracking operation tha: does not own an interest in the
afieced weil bore ar whe ume of the asuce shall, upen tiecung 1o parumpate, tender to the well bere owners its properucnate snare egua.

to its interest in the sidetracking operation) of the value of that poruon of the exisung weil bore to be utilizad as foiiews.

(a1 lf the proposal s for sidetracking an exisung dry hole. reimbursement shall be on the basis of the actual cosis incurred in
the n:uai drilling of the well down to the deptn 2t which the sidetracking operauon s initated.

(b) If the proposal is for sidetracking 2 well which has previously produced. reimbursement shall be on the basic of the weil's
salvable materiais and equinment dowan to the denth 2t which the sidetracking operation is initiated. dersrmined in accordancs auth the
provisions of Sxhibit 'C”", jess the esumated cost of salvaging and the esomared cost of plugging and abandoning.

In the evenc thar nouce for 3 sidezracking operanon is given while the drilling rig to be uzlized is on locanon. the respense period
shal; be iirmired to forry-eight (48) hours, exciusive of Sarurday. Sunday and legal holidays: provided, however, any party may request and
recaive up to eght (8) addidonal days arer expirason of the forty-aght {481 hours wathin which o respond by paying for ali stand-by ume
tncurred during such extended response period. I more than cne party eiects 10 ke such addinonal ume 1o respond to the nouce. stand-
by costs shall be aliocated berween the partes taking addiconal dme 1o respond on a day-to-day basts in the propornicn each electing par
tv’s interest as shown on Exhubit A’ bears 1o the toml interest as shown on Exiubir UA™ of all the elscung jarves. In all other -
snces the response period 10 1 proposa! ior midewacking shall be limuted 1o thirry (300 days.

C. TAXING PRODUCTION IN KINT:

I} rake in Wind ar weosrarely dipose of i promordonate shave of all o end gas produced irom the Contmac Arss,

Each pamy shal 2
exciusive of producs

3o

s mav be uoed m devilopment 2ad producing operations znd in prepanng and Tesung o and gas fer

]
markeun surmoses 10T 20U TN ynavond

elost Any sea swmendinise amiered in che making i1 kind or sevarate duneninon b ane

pary of is sreperuonate share ¢ the produsoon shal de home by such party. Any sarty tkimg s share of production = kad shal
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ARTICLE V1
condnued
required 0 pay for only 15 proporucnate share of such part of Operator’s surface faclities winch it uses.

Each party shall execure such division orders and comrracts as may be necessary for the sale of its interest in production troer
the Contract Area. and. excepr as provided in Article V11.B.. shall be entided to receive payment directly from the purchaser thesec? 1o
its share of all producuon.

ln the event any party shali il (o make the arrangements necessary to take in kind or separately dispose of its proportionaie share o
the cil produced from the Contract Arez. Operater shail have the nght. subject to the revocation at will by the party own:ng . but net
the obiigat:on. to purchase such oil or sel! it to others at any ume and from time to time. for the actount of the non-taking party at the
best price obuanabie in the area for such producuon. Any such purchase or sale by Operator shall be subiect aiways to the right of ne
owner of the production to exercise at any ume its right 1o take mn kind, or separatelv dispose of. its share of all oil not previousl
deiivered to 2 purchaser. Any purchase or sale by Operator of any other party’s share of oil shall be oniy for such reasonabie penicds o

ume s are consisten: with e muninum needs of the industry under the particular circumnstarices. but in no event o 3 period 1 #xcess
of one (1) year.

In the event one or more parties” separate disposition af its share of the gas causes split-stream deliveries to separate pipetines 203 or
deliveries which on 2 day-to-day basis for any reason are not exactly equal to 2 party 's respective propornionate share of total gas saies (C
be allocated 10 11, the balancing or accounting berween the respective accounts of the partes shall be in accordance with any gas balzacing
agreement between the parues hereto. whether such an agreement is attached as Exhibit “'E™", or is a2 separate agreement.

D. Access to Contract Ares and Information:

Each party shall have access o the Contract Arez at all reasonable times. at its sole cost and risk 10 inspect or observe operations,
and shall have access at reasonable times to mformation pertaining to the development or operation thereof. inciuding Operator ‘s bocks
and records refating thereto. Operator. upon request, shall furnish eath of the.other parties with copies of all forms or reports fiied with
governmental agencies. daiiy drilling reports. well logs. ank wables. daily gauge and run tickets and reports of stock on hand at the urs: o
each month. and shall make availabie sampies of any cores or cuttings taken from anv well driiled on the Contact Arez. The cos: ot

gathering and furnishing informauon o Non-Operator. other than that specified above. shaii be charged to the Non-Operatcr ihu re
quests the inicrmauen.

E. Abandonment of Wells:

1. Abandonment of Drv Heies: Excert for anv well drilled or deepened pursuart ¢ Arzicie V1.B.J.. 2nv weil which has beer
dnlled or despened under e terms of this agreement and 15 proposed to be compieted as a dry hole shail rot be piugzed and adbandones
without the consent of all parnes. Should Operator. after diiigent effort, be unabie 1o conzact any party. or shouid any sarts fai tc resi:
within fory qight 148} hours ‘exciusive of Saturday. Sundav and legai hoiidavs after receipr ¢f notice of the propesai o piug ans abandsn
such well. such party shall be deemed tc have consented to the proposed abardonment. Al such weils shail be piugged 3nd abanderned in
accordance with applicable reguiations and at the cost. risk and expense of the parues whe paricipated 1 the cost =2 drilling or deeneming
such well. Any party who obiects to piugging and abandoning such weil shail have the nignt 1o ke over the weil and canduct wriner
operations in search of ail and.or gas subject to the provisions of Article V1.B.

2. Abandonment of Wells thar have Produced: Excepr for any well in which a2 Non-Consent operaticn has been concucted

hereunder for which the Consenung Paruies nave not deen fully reimbursed as herein provided, any well which has been compietas ¢ 2
producer shall not be piugged and abandoned without the consent of all parties. If all parties consen: (¢ such abandonmen:. the well shal

thirey (30} days after receir: of nouce of the proposed abandonment of any well, all parues do not agree to the abandenment of such weli
those wishing to continue its operation from the interval(s) of the formadions) then open to producnon shall tender := each of the other
parties its proportionate share of the value of the well s salvable material and equipment, determined in accordance with tne provisions of
Exhibit *C"', less the esumated cost of salvaging and the esumated cost of piugging and abandoning. Each abandoning party shall ssizn
the non-abandoning parnes. without warranty. express or implied. as 1o tue or 1s to quantry. or fimess for use of the equipment an:
‘materiai. all of its interest in the well and reiaced equipment, tcgetner wits (I3 1Aeres: in WIe je2senoid estate as (0, but onty 5 0. wie in
terval or mntervals of the formaton or formanons then open to producticn. U the interest of the abandoming party is or includes an oii anc
gas interesz. such party shall execute and deliver 10 the non-abandening party or parties an oil and gas lease, lim:ted to the intervai or in-
tervais of the jormanon or formauons then open to production, for a term of one (1) year and so long therealter as oii and:or gas s pra-
duced from the interval or intervals of the formanon or formations covered theredy. such lease 10 be on the form attached as Exhid:
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ARTICLE V1

1y

cortinued

B". The assignments or ieases 50 Limited shall encompass the *"driiling unrt’ upon which the weil 1 located. The pavments by, and the
assignments or leases 1o, the assignees shall be m 2 rauo based upon the relanionshin of their resnectine ferceniagy Of rLrucipauon in the

Contract Area o the aggrepaie of the percentaves i paruapation in the Contract Area ot ali assignews. There snaii de no readjustment of
interests in the remaining portion of the Conmact Area.

Thereajter. abandoning parties shall have no further responsibiiity. liabiiity. or interest in the operazion of or production from
the well in the interval or mntervals then open other than the rovaiues retained in any lease made under the terms of :us Arucie’ Upon re-
quest. Operator shall contifiue to operate the assigned well for the account of the non-abandoning parties at the rates and charges con-
templated by this agreement. plus any additional cost and charges which may arise as the resuit of the separate ownershup of the assignec
well. Upon proposed abandonment of the producing mtervaks; assigned or leased. the assignor or lessor shall then have the opucr 12

repurchase its prior mterest in the well (using the same valuation formula' and parucipate i further operaucns theremn subiect to the nro-
visions hereot.

3. Abandenment of Non'Consmi Operauons: The provisions of Article VLE.L. or V1.E.2. above shall be applicabie as berwees
Consenung Parues in the event of the proposed abandonment of any well excepted from said Articles: provided. however. no well shall e
permanently piugged and abandoned uniess and unul all parties having the right to conduct further operations theremn have been notiied

of the proposed abandonment and alforded the opportunity to elect to take over the well in accordance with the provisions of this Arucle
VIE

ARTICLE VII.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The lability of the partes shall be several. not joint or collective. Each party shall be responsibie onlv for its obligations. and
shall be Liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingiy. the bens grantec
among the parues in Article VILB. are given 10 secure only the debts of each severally. It is not the intenuon of the parues to create. nor
shall this agreement be construed is creaung. a munng or other partnership or association. or to render the parues Liabie as parters.

B. Liens and Pavment Defaults:

Each NonOperator granes to Operator a lien upon its oil and gas rights in the Conwact Area, and a securnty interssz in its share
of cil andior gas when extracted and its interest in all equipment. to secure pavment of its share of expense. togetxer w1th interes: therecr
at the rate provided in Exhibiz *'C"". To the exten: that Operatcr has a securiry interest under the Uniform Commercial Code of the
state. Operator shall be enntied tc exermise the nghts and remedies of 2 secured party under the Code. The bringing of a suit and the cb
wining of judgment by Operator for the secured indebredness shall not be deemed an election of remed:es or otherwise atiecs the hem
rights or security interest as security for the payment thereol. In addition. upon detault by any Non-Operator in the pavment cf is snare
of expense. Operator shail have the right, without prejudice to other nghts or remedies, to coliect irom the surchaser the proceecs iram
the sale of such Non'Operator’s share ot oil and or gas until the amount owed by such Non-Operator. plus interes:. has been pa:s. Eazh
purchaser shall be entitied to rely upon Operator’s written statement concerning the amount of any detauit. Operator grants 2 lixe en
and secunity interest to the Nen-Operaiors to secure payment of Operator’s propornonate share of expense.

t
Operater. the nondefaulung partes. including Operator. shail. upon request by Operator. pay the unpaid amount it the properucs
the interest of each such parv bears to the ir erest of ail such parnes. Each party so paving its share of the unpaid amount siall. 1o obuin
reumpursemen: thereoi. be subrogated to the secunty nights described in the foregoing paragraph.

It any party fails or is unable 1o pav us share of expense within sixty (60; davs after rendivon of 2 stateent thereizr b

C. Payments and Accounting:

Except as herein otherwise specificaily provided. Operator shall prompuy payv and discharge expenses incurred in the deveicrmer:
and operavan ot the Contract Ares pursuant (0 Uus agreement and shali charge each of the parues hereto w1l therr respecuve proper
tionate shares upon the expense basis provided in Exhibit **C™". Operator shall xeep an accurate record ¢! the joint aczoun:
showtng expenses mcurred and charges and credizs made and caceved.

nereunce:-.

Operator. at its elecuon. shall have the right from time 0 time 10 demand and receive from the cther parnes pavmem
of their respecuve shares of the estimated amourn: of the expense to be incurred in operatons hereunder during the nex: succeeding
month. which right mav be exercised only by submission to each such party of an itemized staternent of such estimated expense, togezne:

with an invoics for its share thereo!. Each such statement and inveice for the pavment in advance of estimated expense shall be submirred

o or before, .2 20w day ot (e nex: preceding meni. Zachn party shall pay to Operator its proportuenas shars 20 such esumate wirmis
thirty {

1Y IV )

davs after such esumace and invoice 1s recerved [f anv party fails to pay its share of said esumate sathin said ume. the amoun:
due shall bear interest 25 provided 1n Exhitoiz 'C™ until paid. Proper adjustnent shall be made monthly betwesn advances a=c acruai ex
pense ¢ the end thar each pary shail bear and pav us propormicnaze shire of actuzl expenses incurred. and nc more

in advancs

D. Limiuation of Expenditures:

{. Dril or Desnen: Withou: the consen: of all parties. no well shail be drilled or deepensd. excerr any well dniled or Cespened

i s

pursuan: 1o the provisions of Arucie V6.1 of this agreement. Consent o the driling or deepening shali inciude:

D
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ARTICLE V11
contnued
T Option Nec. 1: All necessary expencitures for the drilling or despening. tesung. compieung and equipping of the well. mcivdinc
necessary tankage and:or surface facilities.

b gﬂ'on No. 2: All necessary expenditures for the drilling or deepening and testing of the well. When such well his reached 1ts
suthorized depth. and ali tests have been complete. and the results thereof furnished to the parues. Operator shali give immediate notne
to the Non-Operators who have the right to parucipate in the completion costs. The parties recetving such notice shall have forryewch:
(48 hours (exclusive of Sazurday. Sunday and iegal hoiidays) in which to elect 1o participate in the setung of casing and the compiennn 4

tempt. Such elecuon. when made. shall include consent to all necessary expenditures for the completing and equipping of such well. ir-
cluding necessary tankage and or surface faciliues. Failure of any party receiving such notice to repiy within the period above nxed shall
consurute an eiection by that party not (o participaie in the cost of the compietion acempt. Uf one or more. but less than all of the partes.
¢iect 10 set pipe and 1o arternpt a completion. the provisions of Article V1.B.2. hereof (the phrase ““reworking. deepening of piugwin

back " as contained in Arucie V1.B.2. shail be deemed to mciude “'completng " shall apply :0 the operauons thereaiter conducted by less
than all parues.

2 Rework or Plug Back: Without the consent of all parties. no well shall be reworked or plugged back except a weil reworked or
plugged back pursuant to the provisions of Article V1I.B.2. of this agreement. Consent to the reworking or piugging back of 2 well shal!

include all necessary expenditures in conduczing such operauons and completing and equipping of said well. ncluding necessary wnkaye
andior surface facilities.

3. Onher Operations: Withou: the consent of all parties. Operator shall not undertake any single project reasonabis esumdted
to require an expenditure in excess of_Fifty thousand and no/100—= Dollars ($ 30,000.00
except in connecuon with a well. the dniung, reworking, deepening, compleung, recompieung. or plugging back of which has been
previously authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire. flood or other. sudder
emergency, whether of the same or different nacure, Operator may take such steps and incur such expenses s in its opinion are required
to deal with the emergency to safeguard life and property but Operator. as promptly as possible. shall report the emergency to the other

parues. b“ tad ot Ll — f-.‘!v-v—wvx—-Y‘fT:: ;'vr"v"- - Y?-T‘Q‘F—}—.. O e At S el sarei-bea RImmems
b = S SR SRR IR RS IS S S S S SE S IS SIS SIS ISR IRSITS

E. Rentals, Shut-in Well Pavments and Minimum Royalties:

Rentals. shut-in well pavments ind mummum rovaities which may De required under the terms of any lease shall be paid oy the
party or parties who subjested such lease to this agreement at its or therr expense. In the event two or more parues os7 and Rave con-
tributed interests in the same lease to this agreemens, such parties may designate one of such parties to make said pavments for and on
behali of all such parties Any parrv mav reques:. and shail be entitled 10 raceive. proper midence of all such payments [n the sven: of
failure 10 make proper payvment of any rental. shuzun weil payment or mu:mum royairy through mistake or oversignt whers sucn pay
ment is required to conunue the iease in force. any loss wihich results irom such non-payment shall te borne in accordance wizh the pro-
visiens of Arucie IV B.2.

- Operater shall nouiy Non-Operator ¢i the anticicated compietion of a shut-n gas weil. or the shurting i cr rezurn 1o producnon
of 2 producing gas well. at least five /5 davs texcluding Saturday. Sundav and legal holidavs!. or at the eariiest opportuniry permities ™
circumstances. prior to taking such action. but assumes no liadility for failure to do so. In the even: of failure by Operatcr 10 sc nonbs
NonOperator, the ioss of any lease conzributed herets by Non-Operator for failure to make timeiy p2yments of an: shutin well favmen:
shaii be borne jointiv by the parues hereto under the provisions of Arucle [V.B.3.

F. Taxes:

Beginning with the first calendar yvear after the effective date hereof, Operator shail render for ad valorem :axauzsn all prepert:
subject 1o this agreement which by law shouid be rendered for such taxes. and :t shail pay ail such taxes assessed thereon before ine-
become delinquent. Prior to the rendiuon date, each Non-Operator shall furnish Operator informacon as to burdens (10 include. dut ne:
be lmitad 0. rovaities, svertiding rovalues and productcn pavmentss) on weases and cil and gas inrerests comitbutad By suin Moo
Operator. If the assessed valuaton of any leasehold estate is reduced by reason of 15 being submect to custanding excess rovainies. over:
riding royalues or production pavments. the reduction in ad vaiorem taxes resulung therefrom shall inure t© the benefiz of the onner o¢
owners of such leasehold estate, and Operator shall adjust the charge 19 such owner or owners 0 as to reflect the benefit of such reduc:
tion If the ad vaiorem taxes are based i whole or in part upon separate valuauens of each party’s working intersst. then notwithstanding

anything to the conwary herein, charges to the joint account shall be made and paid by the parties herezo n accordance with the !ix

value generatad by each parry's working interest. Operater shall bill the other parnes ior their proportionate shares of all tax pavmenss :n
the manner provided n Exhieis "CTL .

If Operator comsiders any tax assessment imoroper. Operator may. at iis discTeuon. protest within the ume and mannes
prescribec by faw, and prosecute the protest 10 2 Sral dererminanon. Uniess 3l Farues agree t© acancen tne Ar3test prior to fnE

e Jeter

mmacen. Dunng the nendency of administranive or mdiciai proceedings. Operator mav efect to av. under aratest ai

count. togetner LN any nterest an

erovided 1n Exhib 'CT

EXed Phge S5

the producncn cr nandling of such sarty’s share of oil andior gas produced under he terms of tns agresmem

Eacn party shal pav of cause 1o Be said au produiCT. Mverznce, exTise, §altering and oiNer (ates iMDCSET UDCN oF RotR rasper oo
.

0
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ARTICLE V1I
continued

G. lnsurance:

A 4 tmes while operauons are conducted hereunder. Operator shall comply with the workmen’s compensanon ian
the stare where the operaucns are being concducied: provided. however. that Operator may be a self-asurer for Liabiiizy under saic com
pensation laws m which event the only charge tha: shall be made to the joint account shall be 2s provided in Exhubiz *"C"". Operator shai
also carry or provide insurance for the benefit of the joint account of the parnies as outlined in Exhibit **D™", attached to and made a par:
hereof. Operator shail requure all contractors engaged mn work on or tor the Contract Area to comply with the work:men's compensation
law of the state where the operauons are being conduced and to mantain such other insurance as Operator may require.

In the event automobile public liabiliry insurance is specified in said Exhibit "D, or subsequentiy receives the aprroval of the
parues. no direct charge shail be made by Operator ior premiums paid for such insurance for Operator’s automouve eguipmen:.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The leases covered by this agreemen:. insotar as they embrace acreage in the Contract Area. shall not be surrendered in whole
or in part uniess all parues consent thereto.

However. should any party desire to surrender its interest in any lease or m any portion thereof. and the other parues do not
agree or consent thereto, the party desiring 1o surrender shall assign. without express or implied warranty of ude. all of its inzerest 1in
such lease. or poruon thereof. and any well. material and equipment which may be located thereon and any rights in production
thereafter secured. to the parties not consenung to such surrender. If the interest of the asugning party is or includes an oil and 2as :n-
terest, the assigming party shail execute and deliver to the party or parties not consenting to such surrender an oil and gas lease covering
such oil and gas interest for a term of one {11 vear and 5o long thereafter as o1l andior gas s produced trom the land covered thereby. such
lease 10 be on the torm attached hereto as Exhubit “"B™". Upon such assignment or lease, the assigning party shall be relieved irom il
obligaticns thereafrer accruing. but not theretofore accrued. with respect 1o the interest assigned or leased and the operauon of any wej!
auributabie theretc. and the assigning party shall have no further interest in the assigned or leased prerruses and its equipment and pre-
ducuion other than the rovalties retained in any lease made under the terms of this Article. The party assignee or lessee shaii pas ¢ the
party assignor or lessor the reasonabie saivage value of the latter's interest in any wells and equipment arributable 1 the assigne< or iess:
ed acreage. The vaiue of all material shall be Getermined in accordance with the provisions of Exnuount “"C™', less the esumared cos: of
salvaging and the esumated cost of plugging and icandoning. If the assignmen: or lease 1s 1n faver of more than one party . :he interes:
shali be shared by such parues in the proporuons that the interest of each bears 1o the ol interest of all such parues.

Any assignment. lease or surrender made under this provisio:z shall net reduce or change
party’s interest as 1t was immediateiv before tne assignment, lease or surrender in the baiance
assigned. leased or surrendersd. and subsequen: operauons thereon. shail
agreement.

the assignor’s. lessor's or surrencdening
£ 2
o1 the Contract Area: anc e acresze
not thereafter be subect (o the terms and provisicns of e

~

B. Renewal or Extension of Leases:

If any party secures a renewal of any oil and gas lease subtect to this agrsemen:. all other parnes shail de notfied sromesis . and
shail have the righ: for 2 period of thirty (30. days following rece:pt of such notice in which (0 elect 10 parucipate in the ownership of L
renewal lease. insofar as such lease affects lar d< wthun the Contracy Area. by paviag (o the partv who acquired :7 thesr several nroper 27c-
portionate shares ! the acquisiuon cost allocated to that part of such lease withun the Contract Area, which shall be 1n proportion tc the
interes:s held at that ume by the parues in the Contract Area.

If some. but less than all. of the parties eiecx to parucipate in the purchase of a renewal lease. it shail be owmed by the rarties
who elect to participate therein. in a ratio based upon the relauonship of thewr respecuive percentage of parucipauen in the Conract Arc:
10 the aggregaze of e percemiages of pardaication i Uie Conwact Ares of sl parues pariizipanng in ihe purchase of such rerewal cise
Any renewal lease in which less than all parues eiec o parucipate shall not be subject o this 2greement.

Each party who parucipates in the purchase of a renewal lease shall be given an assignment of its proporuonate interest there:s
by the acguiring party.

The provisions of thie Article shall appiy to renewal leases whether they are for the entire interest covered by the expining lezse
or cover oniy a portion of it area or an interest therein. Anv renewal jease taken before the exprauorn of its predecessor iease. o7 tiher or
contracied for within six (&) months after the expirancn of the exisung lease shall de subject o tus provision: but any lease taken 37 o2

the provisions of this agreement.

The provisions in this Artcie shall also be applicabie to extensions of cil and gas leases.

C. Acreage or Cash Contributions:
Thile this agreemen: 50 torce, ¢ any party contracts {or 2 coninBuron of cash towards e 2niling of @ well ¢r any other
operation on the Coawract Area. such conrribunon shall be paid tc the party who conzucted the drilhing o 01727 20e73UCR ARG STaL D

oL foang a e
aprireC by it against the COSt Of such driiung or ciner Jveraion. k e contrizulion Den whe lormn Of aCTEa2e. LNE DT 1T RS Le Jon
mbuucs 1s made shall srampdy tender an assignment of the acreage. without warraney of tizie, 1o the Driliing Pariize 1e 102 preperuens
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ARTICLE VIl
eontinued

s2id Driiiing Parues shared the cost of drilling the weli. Such acreage shail become a separate Contracs Arez and. o the exten: possidic. >t
governed by provisicns identical to this agreemen:. Each party shall prommely nosifv all other parties of anv acreage or cash contridyrions
it may obtain in SUPPCTT Of any weil or any other operauion on the Conwact Area. The above provisions shaii aiso be appiicabic 1o of
tional rights 1o earn acreage outside the Contract Area which are in support of a well drilled inside the Contract Area.

If any party contracts for anv consideration relating to disposition of such party’s share of substances produced hereunder. such
considerauon shall not be deemed a contribunion as contempiated in thus Arucle VIIL.C.

D. Maintenance of Uniform Interest:

For the purpose of mainuining uniformuty of ownership in the oil and as leasehold interests covered by this agreemen:. no
party shall sell. encumber. wanster or make ather disposition of its mnterest in the leases embraced within the Contract Area and in welis.
equipmen: and production unless such dispositon covers either:

1. the enure interest of the party in all leases and equipment and production; or
2. an equal undivided interest in all lesses and equipment and production in the Contrac: Area.

Every such sale. encumbrance. transfer or other dispasiton made by any party shall be made expressiv subject to this agreemen:
and shall be made without prejudice to the right of the other parties. :

If. at any ume the interest of any party is divided among and owned by four or more co-owners, Operator, at its discrencn, m2x
require such co-owners 1o appoint 2 single trustee or agent with full authority to receive notices, approve expenditures, receive billings for
and approve and pay such party 's share of the joint expenses, and to deal generally with, and with power to bind. the co-owners of such
party’s mterest within the scope of the operations embraced in this 2greement; however, all such co-owners shall have the right o enter
into and execute all contracts or agreements for the disposiuon of their respective shares of the oii and gas produced from the Conran
Area and they shall have the ngnt to recaive, separately, pavment of the sale proceeds thereol.

E. Waiver of Rights to Partition:

U permitted by the laws of the state or states in which the property covered hereby is located. each party hereto owangz an
undivided interest in the Contract Area waives any and ali nights it may have 1o partition and have set aside t© it in severanry s undivice:
interest theren.

F. Preferential Right to Purchase:

Shouid any party desire to sell all or any part of 115 interests under this agresmen:, or its rights and ingeress in the Cenwract
Area. 1t shail sromptiv give writien notice to the other parues. wuh full informauon concerning 1ty proposad saie. which shall inciude the
name and address of the prospecuve purchaser . %00 mus: de ready. ilung and abie to purchase.. the purchase price. and ail other term:
of the ofier. The other parties shali then have an opuionai prior right. for a period of ten (10: days aiter receipt of the nouce. 10 purchase
on the same terms and conditions the interest which the other party proposes to sell: and, if this optional right is exeraised. the purchas:
ing parnes shall share the purchased interest in the proportions that the interest of each bears to the toi interest of ail purchasing par
tes However, there shall bs no preferential right to purchase in those cases where anv party wishes to mortgage its interests. ¢r IC
dispose of 1ts interests by merger, reorganization. consoiidation. or saie of ail or substanualiv all of 1ts assets o 3 subsidiary or paren: ccrm.-
pany of ¢ a subsidiary of a parent company. or 10 Iy company i which any one party owns 3 maioniry of the stock.

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

Thus agresmen: is not intended o create. and shail not be construed to create, a relauonship of parmership or ‘an assocauon
for orofit bevween of among the narues hereto. Notwithstanding any provision herein that the nghts and labilities hereunder are sever:!
and not joint or collecuve. or that this agreemen: and operagcns hereunder shall not consutute a parmnerstup. d, for federal income 13x
purposes. this agreement and the operations hereunder are regarded a5 3 parmership. each party hereby affected elects 10 be excluded
from the applicanon of all of the provisions of Subchapter 'K, Chaprer 1, Subtide ""A ™", of the Internal Revenue Code of 1354, as per
mitted and authorized by Section 761 of the Code and the regulations promulgated thereunder. Operator s authorized and directed w0 ex-
ecute on behaif of each party hereby atfected such evidence of this eiecnon as may be required by the Secretary of the Treasury of the
United States or the Federal Internal Revenue Service. including specifically. but not by way of limitation. all of the returns. statements.
and the data required pyv Federal Regulations 1.7¢0 Shouid there be any requirement that each party hereby affected give iurther
evidence of this election. sach such party shall execute such documents and furnish such other evidence as mav be required by the
Federal lnternal Revenue Service or 2s may be necsssary o evidencs this siecuon. No such party shail give any notices or take anv other

e
aczion inconsisten: with the elecucrn made herenv. I any prasent or future moome Gx laws of the state or siates :a wmh the Centrace
Area is locates or anv furure income tax laws of the United States contawn provisions sumiiar 10 those in Subchapter 'K, Chaptar i,

Subtitie "' A", of the Internal Revenue Code of 1954, under which an elecuon similar 1o that providec ov Sectien 741 of the Code 15 per-
mirted. each party hereby affected shall make such eiecuon as mav be perminted or raquired by such laws. In making the foregming siec

uon. each such party sutes at the ncems dernved ov such sarty Irom operaticns hereuncer Qan e acequatelv determined without tne
compuianon of parmersiip laxabie mcome.



D~ G A DR

=

-

s gt
[ VU B

e
()]

~4

EEEEUTE XYY

AAFL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE X.
CLAIMS AND LAWSUITS

Operator may settle any singie uninsured third party damage claim or suit arising from operauons hereunder if the expenduure
does not exceed___Ten thousand and 00/100 Doltsrs
$-10,000.00 )and if the payment is in complete settiement of such claum or suit. If the amount required for settiement e
ceeds the above amount. the parties hereto shall assume and take over the further handling of the ciam or suit. uniess such authority 1
delegated 1o Operator. All costs and expenses of handling. sertling, or otherwise discharging such claim or suit shall be ar the jont ex-
pense of the parues parucipatng in the operaucen from which the ciaim or suit arises. lf 3 claim is made against any party or i any pariv 18
sued on account of anv marter arising from operations hereunder over which such individual has no controi because of the rights given

Operator by this agreement. such party shall immediately notify ail other parties, and the clarm or sust shail be treated as anv other claim
or suit invalving operaucns hereunder.

ARTICLE X1
FORCE MAJEURE

Uf any party © rendered unable, wholly or in pant, by force majeure to carry out its obliganons under this agreemen:, other than
the obligation to make money payments, that party shall give to all other partes prompt wrinten nouce of the force majeure it
reasonabiy full paruculars concermung it; thereupon. the obligations of the party givi:"ag the notice. so far as they are affected by the force
majeure. shall be suspended during. but no longer than, the continuance of the force majeure. The affected party shall use all reasonaole
diligence to remove the force majeure situation as quickly as pracucable.

The requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes
lockouts. or other labor difficulty by the party invoived, contrary 1o its mshes; how all such difficulties shall be handled shall be enursiy
within the discreuon of the party concerned. ' '

The term *‘force majeure’ . as here empioved. shail mean an acx of God, strike. lockout. or other industriai disturbance act ¢
the public enemy. war. blockade. pubiic riot. lightning. fire, storm, flood. explasion. governmental action. governmenta! deiay. resirain:
or thacuion, unavaiiabihity of equipment. and anv other cause. whether of the kind specificaily enumerated above ar otherwise. which s
not reasonably withun the conwroi of the party claiming suspension.

ARTICLE XIL
NOTICES

All nouces authorized or required betwesn the parues and required by any of the provisions of this agreemen:, uniess otherwise
specifically provided. shall be given 1 writing by mail or telegram, posz:gf or chargss prepaid. or by teiex or telecomer and addresses ¢
the parues 1o whom the nouce 15 given at the addresses lisied on Exhibit **A"". The originating nouce given under any provisicn herec:
respanse thereto shali run trom the date the originaung notice is received. The seconc or any responsive notice shall be deemes given
when deposited m the maii or with the telegraph company. with posage or charges prepaid. or sent by telex or teiecopier. Each parny
shail have the ngnt to change its address at any ume, and from time to ume. by giving wnitten nouce thereo! to aii otner parties

ARTICLE XIII
TERM OF AGREEMENT

This agreement shall remain i full farce and efiect as to the oil and gas leases and or oii and gas interes's subject hereto ior the
period of ume selected beiow: provided. however. no party hereto shall ever be construed as having any nghe, tidde or interest in or 10 a2
lease or oil and gas interest contributed by any other party bevond the term of this agreement.

—  Oonon No. 11 50 long as anv of the oil and gas leases subrect to this igreement remain or are conunued in force as 10 any zarr
of the Contrac: Area, whether by producuon, extension. renewal or otherwise.

agreement results 1n production of oil andior gas in paving quanzues. this agreernent shall conunue in force so long as any sucr ~2 o
wells produce. or are capabie of production. and for an additional period of __18Q__ days from cessaticn of all producuon: prevides
however_ i, prior to the expiranion of such additional pencd. one or more of the parnies hereto are engaged in dnlling. reworking. despen-
ing. plugging back. tesung or artempung to campiete 3 well or welis hereunder. this agreement shali conunue in force until suck cpers:
oons have been compieres and :f productien resuits therefrom. this agreement shall conunue in force as provided herein. In the even: tne
well described 1n Arucie VILA.. or any subseguent well drilled hereunder. resuits in a éry hoie. and no ozher well is producing. or cazablie
of produang oil andlor gas from the Contract Area, this agreement shall terminate uniess drilling. despening. plugzing back or remvar,,
ng operations are commenced within 182 days from the date of abandenment of said weil.

&L Opuon No. 2: In the event the weil described in Arucle VLA, or any subsequent well drilled under any provision of =

It is agreed. however, that the termination of this agreement shail not relieve any party hereto from any uability which has
accrued or attached pror o the date of such termination.

-
1Y
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SAPI FOKM 610 - ODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Ordess:

This agreement shall be subject to the conservaton laws of the state in which the Contract Area is located. to the valid rules.

regulatons, and orders of any duly constituted regulatory body of said stare; and to all other applicabie federal, state. and local Laws, or-
dinances. rules, reguladons, and orders.

B. Goverming Law:

This agreement and all macters pertaining hereto, inciuding, but not limited to, matters of performance. non-performance. breach.
remedies, procedures, rights, duties and interpreracion or constructon. shall be governed and determined by the law of the state in which
the Contract Area is located. if the Contract Arezxsmwoormoresu::s the law of the state of
shall govern.

C. Regulatory Agencies:

Nothing herein contined shall grant, or be construed  grant, Operator the right or authority o waive or reieise any rights,
privileges, or obligagons which Non-Operators may have under federal or state laws or under rules, reguladions or orders promuligated
under such laws in reference to oil, gas and minerai operations, ncluding the location, operation, or production of wells, on tracts oifset-
tng or adjacent o the Contract Area.

With respect 10 operations hereunder, Non-Operators agree to release Operator from-any and ail losses, damages, injuries. claims
and causes of acton arising out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rules.
rulings. regulations or orders of the Department of Energy or predecessor or successor agenaiss to the extent such interpretaton or ag-
plication was made in good faith. Each Non-Operator further agrees to reimburse Operator for any amounts applicable to such Non-
Operator’s share of production that Operator may be required to refund, rebate or pay as a result of such an incorrect nterpretauon or
application, together with interest and penaldes thereon owing by Operator as a resuit of such incorrect interpreragon or appiication.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submizted to the purchaser
of any crude oil soid hereunder or 10 aay other person or endry pursuant o the requirements of the *‘Crude Gil Windfall Protic Tax Act
of 1980°", as same may be amended from time :0 tme {"*Act""), and anv valid regulations or rules which may be issued by the Treasury
Deparument from dme to tme pursuant to said Act. Each party hereto agrees to furnish any and all cerufications or other infcrmaticn
which is required 10 be furnished by said Act in a umely manner and in sufficient detail to permit compiiance wnth said Act.

ARTICLE XV.
OTHER PROVISIONS

1. COperator agrees to carply with all laws ard lawful requlations applicakle
to any activities carried cut in the name of or on behalf of any cne or
more of the parties to this agreement tmie.. the provisicns of this
agreement and/or any amencments to it.

2. Operator agrees tha. all financial se"tlemer.s, billings, and repcrts
rendered to any cne or more of the parties to this agreement, as provided
for in this agreement ard/or any amendments to it, will, to the best of it
knowledge and belief, reflect properly the facts about a2ll activities and
transactions handled for the account of such party or parties, which data
may be re.ied upcn as being camplete and accurate in any further reccr3iinc
ard reporting made Dy such party or parties for whatever purpose.

3. Operator agrees to notify the cther parties to this agreement CMy oen
d.z.scavery of any instance where the Operator fails to corply with the
provision (1) above or where Cperator has reascn to believe data covered by
(2) 2bove is no lenger accurate and camplete.

4. Each party to this agreement ratifies ard agrees to execute a "Nogice of
Lien ard Mortgsage — Financing Statement" in the form attached here=o as
BEdiibit "H" simultanecusly with their execution of this agre_ener"f Each
party further authorizes the Cperator to file such instrment -in the
aprrepriate records of the county or counties where the contract lands are

located and in the Uniform Cormmercial Code records of the appropriate

Secretary of State's office and/or such other records as mey be fequired
uncer applicable state law to fully perfect the security interesis Greated
herein. i

- ™
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ARTICLE XV1.
MISCELLANEOUS

This agreement shall be binding upon and shall mure to the benefit of the parties hereto and to their respecuve hewrs. devisees
jegal represenatives, successors and assigns.

mmnmtmybemwdinmynumbudgounmmdwhichm&cmsideredmorigmﬂformpurpcse:

IN WITINESS WHERECF, this sgreement shall be effective as of day of 19

OPERATOR

NON-OPERATORS

15
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ARTICLE X\V1.
MISCELLANEOLS

This agreement shaii be bincing upor and shall inure to the benefit of the parties hereto and 1 their respective here denisees
legal representauves. successors and assigns.

Thus insrument may be executed in any number of counterparts. each of which shall be considered an onginal for all purpese

IN WTTNESS WHEREOF. this agreement shall be efiective as of . day of 19
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Attached o and made a part of
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EXHIZIT “ct "

)

ACCOUNTING PROCEDURE
JOINT OPERATIONS

[. GENERAL PROVISIONS )

Definitions

~Joint Property™ shall mean the real and personal property subject 10 the agreement w0 which this Accounting Proceaurs
is atached.

~Joint Operations™ shall mean all operations necessary or proper {or the development. operation. protection and ma:nte-
nance of the Joint Property.

“Joint Account” shall mean the account showing the charges paid and credits received in the conduct of the Jaint Opera-
tions and which are w be shared by the Parties.

“Onerator” shail mean the party designared to conduct the Joint Operations.

=Non-Operators™ shail mean the Parties to this agreement other than the Operator.

“Parties” shall mean Operazor and Non-Operators.

“First Level Supervisors™ shall mean those emplovees whose primary function in Joint Operatiuns iz the direct supersio-
of other empiovees anc or contract lavor directlv emploved on the Joint Property in a fietd operating capacity.
~Technical Empiovee<" shaii mean those empioyvees having special and specific engineering. yeotogical or otner proi--.
sional skills. and whose primarsy funcuon in Juint Oper:mons is the handling of specific operating condit.ons anc »=3c.=
for the benefit of the Join: Property. :

“Persona) Expenses” snail mean travei and other reasonable reimbursadie expenses of Operaor’s empioyees

“Material” shail mean pemor'ﬂ properiv. equ ipmen: or suppiies acquired or neld for use un the Joint ?'noer:j:
“Controllabie Materia:” shall mean Material whnich at the time is so ciassi{ied in the Material Classificazion Munuu. .
most recentlv recommencdes by the Councii of Petroieum Accounmm.: Societies.

Statement and Billings

Operator shaii dils .\'on‘Opetzto's on or oeiore the last day of each month Jor their proporuonuaie snare of the o
count for the preceding monin. Such biils will be accompaniec by statements whicn identify the author:t:

wiey

for excenciiur-
lease or facilitv. and all enarzes and credits summarized by appropriate classifications of invesimer: and expernss ox
that items of Conzroliabie Mazer:a, and unusual charges and credits snal!l be separately idantified una
deml.

Advances and Payments by Non-Operators

A.  Unless otherwise p'oxided for in the agreemen:. the Operator may require the Non- Ope"a.or'; 20 agvancs e T
share of estimated casa outlay for the succeeqmg month's oper:mon within fifteen (131 davs after receipt nf the o'l
ing or by the {irst dav of the month for which the advance is required. whichever is later. Operator shall adjust eacn
monthlv billing to reflect advances received from the Non- Operar.o'-s

thirty) 30
Eacha Non-Operator shail pay its propoertion of all bills wid m-m%ee-\-"-d:.'.s afier receigt [ pav TenIis ot pii-
within such time. the unpaid balarce shall bear interest monthly at the prime rate in e!'fect a: Citipanx S %
New Yark on the first dav of the month in which delinguency occurs pius 1% or the muximum

w

contract rate permitied bv the appiicable usury laws in the staze in which the Joint Proper= is locatec. w n:cj-.ey:_—
is the lesser. plus attorney's fees. court costs. and other costs in connection with the coilection of unpaid amaun::

Adjustments

Pavment of any such biils shall not srejudice the right of 2any Nor-Operator w0 protest ur quesiion JRe v ICTECINES: there
provided. however. aii bills and sisiements rendered w Non-Operators bv Ooe"ator during any cuiendar vear s
clusivelv he presumeq to be true-and correct after twentyv-{our 124) months foliowing the 2nd of anv sue't cuiendar veur.
uniess within the said tweneyv-four (24) month period a .\or-l)pe-amr 1akes written axcestion :nove:.) ang mases vlaim an
Operator for adjusimen:. Neo adiusiment favoradie (6 Gperator snali be made unless it is made Wiihin tne same grescr

ainn e

period. The provisions of tnis parugrapn shail not prevent adiusiments resulting from a pnyaicalinventory of Controsun -«

Mazerial 25 provides for in Section V.

|
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Audits

A. A Nor-Operator. upan notice in writing 10 Operator ané il other Non-Operators. shaii auve the riznt w audit Operz-

tor’s accounts and recurds relating to the Juint Account for any calendiir vear within the twentv-four (241 month
period foliowing the end of such culendar vear: provided. however. the making of an audit =auli aut extend the tum-
or the WKing ol "vritten excention 10 and the adiustments of acenunis as provided for in Purigrupn 4 of this Seciion
1. Where tiiere are two or more Non-Operators. the Non-Operators shail make avery reasimiine effrl 1o condue! a
jeint audit in 2 manner which wiil resuit in u minimum of inconvenience to the Operatur. Ouerutnr sha!l hear no por
uon of tne Non-Operaturs’ audit cosi incurred under this paray=apn uniess agreed 0 v tne (Jperutor. The audits
shnii not he congucted more than once each vear withcut prior approval of (perator. excect upan the resigration A«
removal of the Operator. and shaii be mace at the axpense of thuse Non-Operutors approving such audit.

o The Onerutor sl reply i1 writing © ar gudit sepo=t within 1so dovs after receipt of sueh report. I an auss
excention{s) cannot be reconciled within 180 days, the non-gperator(s) snali >e

Approval By Non-Uperators notified o° the audit exception(s) status.

Where an zpproval or other agreement of the Parties or Non-Operators is expressly required under other sections of tnis
Accounting Procedure and if the agreement w which this Accounting Procedure is aczached contains no contrary provisiuns
in regard thereto. Operator shall notify all Non-Operators of the Operator's proposal. and the agreemen: or approva; of
4 majority in interest of the Non-Operators shall be controlling on all Non-Operators.

.

II. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

I

[

[3])

Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a resulit of governmental or regulatory requirements w sauis envirr.
mental considerations appiicanie w the Joint Operations. Such cosis may inciude surveys of an ecoiog:cai or archaevingicz.
nature and poilution controi procedures as required by applicadle laws and regulations.

Rentals and Royalties
Lease rentals and rovaities paid by Operator for the Joint Operations.

Labor

A. (1) Salaries and wages of Operator’s field emplovees directly emploved on the Join: Property in the sonduct of Joi=:
Operations. .

{2) Salaries of First Level Supervisors in the fleld.

{3) Salaries ancd wages of Technical Emplovees directly emploved on the Joint Property if such charges are exciuces
from the overhead rates.

{4) Salaries and wages of Technical Emplovees either temporarily or permarnently assigned to and direetly empioy=2s
in the operation of the Joint Property if such chargss are excluded from the overnead rates.

B. Operator’s cost of hoitday. vacation. sickness and disability benefits and other cusiomary allowances paid ¢ empiov =
whose salaries and wages are chargeabie w0 the Joint Account under Paragrapn 3A of this Section [I. Such costs unce-
this Paragraph 3B mayr be charged ¢n a “when and as paid basis” or by “percentage assessment” on the zmourn:
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section {I. If percentage assessmen:

is used. the rate shall be based on the Operator's cost experience.

C. Expenditures or contributions made pursuan: 10 assessments imposed by governmental authority wiich are appiicaz -
w Operaicr’s 2081 chargaalle wo the Joint Account under Paregraphs 34 and 35 of this Seetien {1

D. Personal Expenses of those emplovees whose salaries and wages are chargeabie w the Joint Acvount under Parayropn
3A of this Section il

Emplovee Benefits

Operator's current costs of established plans for emplovees’ group life insurance. hospiwaiization. pension. retirement. siock
purchase. thrift. bonus. and other benefit plans of a iike narure. appiicabie to Operator’s labor vost chargeabdle w tne Jaun:
Account under Paragrapns 3A and 3B of this Section [I shali be Gperawor's actual cost not w exceed the perceat most recen:
lv recommended by the Council of Petroleum Accountants Societies.

Material

Material purchased or furnisnec by Operator for use on the Joint Property as provides snder Jectien [V, Only such Ma:
shail be purcnased for or transferred w the Joint Property as may be required for immediate use and is reasoran:y vru:
and consistent with efficien: and economicai operations. The accumuiation of surpius stocks snall be avoided.
Transportation

Transporiation of empiovees and Matarial necessary for the Joint Operations but subie

)

v wp tre foliowing Limstations

A If Material is moved o the Joint ProperTr from the Operator's warsnouse or other prou
to Account for a cisiance greater than the distance from the nearest reiladie
is acrmaiic available or railway receiving point nearest the Joint Property unisss a

LLEGIBLE -




10.

11

13.

4.

iy

B. If surpius Mareriaj is moved w Operator's warenouse or other $10rize DOINL. No charge saz!l be made w the Joint A.-
count for a distance greater than the distance 10 the nearest reliabie supply store where like materiai is normalil>
available. or raiiway receiving point nearest the Joint Propert: uniess agreed to by the Parties. No charge sha!l be

rpnad_e to the Joint Account for moving Material to other properties belonging to Operator. uniess agreed w by the
arties.

C. In the appiicatior. of sudparagraphs A and B above. the option to equalize or charge actual trucking vost is avaiiabie
when the actual charge is 3300 or less excluding accessorial charges. The $400 will be adjusted to the amount mo<i
recentiv recommended by the Council of Petroleum Accountants Societies.

Services

The cast of contrac: services. equipment and utilities provided by outside sources. except services excluded by Paragrazt

10 of Section 1] and Paragrapn i. ii. and iii. of Section II1. The cost of professioral consuitart services and contruct s=r-

vices of technical personnel directiy engaged on the Jaint Property if such charges are excluded from the overnead ruies
The cost of professional consultant services or contract services of technica! personnel not directiy engaged nn the Jjoin:

Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Aceount for use of Operator owned equipment and facilities at rates commensurzie

LT

with costs of ownership and operation. Such rates shall include costs of maintenance. repairs. other operating 2xpense.
msurimce. taxes. depnc:aixgn. and interest on gross investment iess accumulated depreciation not w exceed
twelys percent {

2 : ) per annum. Such rates shall not exceed average commercial rates current pre-
vailing in the immediate arez of the Joint Property.

B. ‘Inlieu of charges in paragraph SA above, Operator may elect to use average commercial rates prevailing in the immedi-
ate area of the Joint Propercy less 20", For autometive equipment. Operator may elect to use rates publisned D (ne
Petroleum Motor Transport Association. -

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because,of damages or io
incurred by fire. {loud. storm. theft. accident. or otrer cause. except those resulting from (Operaior’s gross negiigsn
willful misconduct. Operator snail furnish Non-Operator written notice of damages or iosses incurred as soon as practicabis
after a report thereof has been received by Operator.

357
- o
v o

Legal Expense ¢

Expense of handling. investigating and settling litigation or claims. discharging of liens. payment of judgements and
amounts paid or settiement of ciaims incurred in or resuiting from operations under the agreement or necessary 10 Drols. .
or recover the Joint Property. except that no charge for services of Operator's legai staff or {ees or expense of ouwice a0
nevs shall be made unless previously agreec w by the Parties, All other legal expense is considered w0 de coversd vy the
avernead provisions aof Section Il unless otherwise agreed w by the Parties. except as provided in Section [, Paragrann

ragrer
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Propersty. the operation tnere
or the production therefrom. and which taves have been paid by the Operator for the benefit of the Parties. [f the ad vaio-
rem taxes are based in whole or in part upon separate vajuations of each party's working interest, tnen ratwithstand:ns

-

anything to the contrary herein. charges to the Joint Account shal! be made and paid by the Parties herews in accordance
with the tax value generated by each party’s working interest.

Insurance

Net premiums paid for insurance required w be carried lor the Joint Operations for the protection of the Parties. [n the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker’s Compensation and
or Emplovers Liability under the respective state’s laws. Operator may, at its election. include the risk under its seif-
insurance program and in that event. Operator shall include 2 ¢harge at Operator's cost not w exceed manuali rates.

Abandonment and Reclamation

Costs incurred for abandornmen: of the Joint Properiy. including costs required Dy governmentai or other regulaior
authority.

Communiecations

Cost of acquiring. leasing, instailing. operating. repairing and mainwining communication systems. including radio an!
microwave facilities directly serving the Joint Property. In the event communication facilities systems semving the Jorn:
Property are Operator owned. chargss o the Jeint Account shall be made as provided in Paragraph 3 of thus Section [

Otnher Expenditures

Any other expenditure not covered or decit with in the foregoing provisions of this Section il or in 3ection [I and wrich

is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of tne Jeint
Gp=r=tions.
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[II. OVERHEAD

Overhead - Drilling and Producing Operations

i

ii.

B.

As compensation for agiministrat_ive. supervision, office services and warenousing costs. Operator shall charge drilling
and producing operations on either:

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

Uniless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and saiaries
or wages pius appiicable burdens and expenses of all personnei. except those directiyv chargeable under Paragraon
3A. Section [1. The cost and expense of services from outside sources in connection with marzers of taxation. trasfic.
accounting or matters before or invelving governmentai agencies shall be considered as included ir the overnead rates
provided tor in the above seiected Paragraph of this Section [II unless such cost and expense are agreed o by the
Parties as a direct charge 0 the Joint Account.

The salaries. wages and Personal Expenses of Technical Employees and.or thev cost of professional consuitant services
and contract services of technical personnel directly employed on the Joint Property:

{ ) shall be covered by the overhead rates. or
{ X) shall not be covered by the overnead rates.

The 3aiaries. wages and Personal Expenses of Technical Emplovees and:or costs of professional consuizant services
and contract services of technical personnel either temporarily or permanently assigned 2o and directly empioyed in
the operation of the Joint Property:

( X) shall be covered by the overhead rates. or
{ ) shall not be covered by the overhead rates.

Overhead - Flixed Rate Basis
(1) Operator sraii charge the Joint Account at the following rates per weii per monzn:

Driliing Weil Rate $ 8,068.00
{Prorated for less than a full menth!

Producing We!l Rate § 506.00

12) Application of Overhead - Fixed Rate Basis shall be as follows:
ta1 Driiling Well Rate

(1) Charges for drilling weils shall begin on the date the well is spudded and terminate on the date the dritl-
ing rig, corapietion rig, or other units used in compietion of the weil is reieased. whichever is later. excest
that no charge shall be made during suspension of driiling or compietion operations for fifteen (15) or
more consecutive cajendar davs.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five '5) consecuiive
work days or more shall be made at the drilling well rate. Such charges shail be appiied for tne paricd
{rom date workover operations. with rig ar othar units used in workover, commence hrougn date of 71
or other unit reiease, except that no charge shall be made during suspension of gperations for fifipen
113) or more consecutive catendar days.

tb) Producing Well Rates

{1) An active well either produced-or injected into for any portion of the month snail be corsidered as a one-
well charge for the entire mor.th.

(2) Each active completion in a muiticompleted well in which production is not commingied Jown Roie snuil
be considered as a one-weil charge providing each compietion is considered a separate veil 5y the zsvarn-
ing regulaory autharicy.

{3) An inactive gas weil shuz in because of overproduction or failure of purchaser to take the aroduction shall
be considered as a one-wel] charge providing the gas weij is directiy conneczed tc a permanent saiss
outlew )

(4} A one-well charze shail be made for the month in which plugging and abandonment operations are com-
pleted on any weil. This one-weil charge snail be mace whether or not the weil has procuced except when
drilling well rate appiies.

i3) Al other inactive weils tinclucding but not limited 1o inaciive wells covered by uynit allowabie. lease Lilcw-
ahie. transiarred ailowabie. e1c.) shall rot quaiily for an overnead znarge.

{3} The well razes snall ce adjusted as of the first dav of Agrii each vear ‘ollowing the affective dote <7 the zzreemen:
10 'which this Accounuing Procedure s attached. The adjustment shall be computed oy muinidiying ine rate ¢ur-
rentiv in use Dy the percentage ‘nerease Cr Secrease in the average weekly sarnings of Urude Petroieum and Gas
Producrtion Workers for the iast caiendar vear ¢ompared 10 the calengar »ya2ir praceding 23 shown Oy the indey
f average wesdiy : o

of CTrace Perraizum and Gas Froduction Yorsars as publisned ov
:rans of Labor Statisties. or the egquivaient Canadian index a3 pudiisned ov Statistics
he adjusied rates shail be the rates currentiy in use, plus or minus tne comoutes as-

me United States
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Develorment

Percent | %) of the cost of development of the Joint Property exclusive of costz provided
under Paragraph 10 of Section 1] and all salvage credits.

ib1 Operating

Percent1 - - %) of the cost of operating the .Joint Property exclusive of costs provided under
Paragraphs 2 and 10 of Sev:n'on [1. ali saivage credits. the value of injected subsiances purchased for seconaar

recovery and all taxes and assessments which are levied. assessed and paid upon the mineral interest in and
to the Juint Property.

i2) Avptication of Overnead - Parcentage Basis shall be as {oilows:

For the purpose of determining charges un 3 percentage basis under Paragraph 1B of this Section i11. de* elupmer:
shaii inctude all costs in connection with drilling. redrilling. deepening. or any remedial operations on-anv or 2.r
wells involving the use of drilling rig and crew capabie of drilling to the producing interval on the Joint Prop-
erty: also. preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
when the well is not completed as a producer. and original cost of construction or instailation of fixed assets. the
expansion of fixed assets and any other project cleariy discernible as a fixed asset. except Major Construction as
defined in Patagrapn 2 of this Section [11. All other costs shall be conisidered as operating.

(R

Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets. the expansion of
fixed assets. and any other project clearly discernible as a fixed asset required for the development and operatior of the
Joint Property. Operator shall either negotiate 2 rate prior to the beginning of construction. or shal§ f-hﬁrﬁ the Join:
Account for overhead based on the following rates for any Major Construction project in excess of § s Y :

A9 % of first $100.000 or total cost if less. plus

B. 3 % of costs in excess of 3100.000 but less than $1.000.000. plus
C. —2 —_ %of costs in excess of 31.000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph. the component parss of a sing.s

project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment snail be
exciuded.

3. Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resuiting from a singie occurrence dus
w oil spill. blowoutr. expiosion. fire. storm. hurricane. or other catastrophes as agreed w by the Parties. which are necessar:
10 restore the Joint Property to the equivaient condition tnat existed prior to the event causing the expencitures, Operazcr
shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on

the following rates:
A 8 % of total costs through $100.000: plus

B.

% of total costs in excess of 3100.000 but less than $1.000.000: plus

c.2 % of total costs in excess 0: $1.000.000.

Expenditures subject 10 the overheads above will not be reduced by insurance recoveries, and no other cverhead provi-
sions of this Section Il shall apply. .

4. Amendment of Rates

The overhead rates provided for in this Section 1l may be amended from time o time only by mutual agreement berve=-,
the Parties herewo if. in practice. the rates are found to be insufficient or axcessive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

QOperator is responsibie for Joint Account Material and shall make proper and timely charges and credits for 2il Material move-
ments affecting the Joint Propersy. Opemmr shail provide aii Material for use on the Joint Property: howe\ er. at Operator's
option. such Material may be supplied oy the Non Opera..or Operator shail make timeiy disposituon of idie a.'*ﬂ' or stroius
Material. such dlsposal being made either through sale to Operawr or Non- Operawr division in kind. or sale %0 outsiger:.
Operator may purchase. but shail be uncer no obiigation to purchase. interest of Non-Operators in s urpn.s concition A or 2
Materiai. The disposai of surplus Contreilabie Materiz! not purﬁased by the Operator shail be agreed to by the Parties.

1. Purchases

‘vizteﬂ'ai purc’nased shall be charged a1 the pr*’"e paid by Operacor after deducn'or of a* discm.nt; -ecei\ e,,- 1" case of

............

when adjustment has aee" -ncened oy the Operawr
2 Trans{ers and Dispositions

Materiai furnished to the Joint Property and \Iaue'ia‘ transferrecd {rom the Joint Property or disposed of by the Operawr.
ariess ptherwise agreed 10 by the Parties. shall De priced on the [oliowinyg oasis exciusive of cash discounts:

A a3



A, New Mater:al iCondition A

(1) Tubular Goods Other than Line Pipe

(a) Tudular goods. sized 2% inches OD and larger. except line pipe. shall be priced at Eastern mill publishe:
carlodd base prices effective as of Gate of movement pius transportation cost using the 80.(¢10 pound czricac
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tusular goods exist. If the 80.000 pound rail rate is not offered. the 70.000 pound or 90.000 pound rail rate

may be used. Freight charges for tudbing will be calculated from Lorain. Ohio and casinz from Youngstows.
Ohio.

b1 For grades which are special to one mill only. prices shull be computed a: the mill base of that mil! plus trans-
poratiun cost from that mili to the raiiwayv receiving point nearest the Joint Property as provided abuve in
Parsgracn 2.A.lxa). For transportation cost from points other than Eastern miiis. the 30.000) pound Vil Fieid
Haulers Association interstate truck rate shail be used. , ’

ict Special end finish tubular goods shall be priced at the lowest published out-of-stock price. f.0.b. Houston.
Texas. plus transportation cost. using Qil Field Haulers Association interstate 30.000 pound wruck rate. to
the railway receiving point nearest the Joint Property.

(d} Macaroni tubing tsize less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.u.5.
the supplier plus transportation costs. using the Oil Field Haulers Association interstate truck rate per we:gn:
of tubing wransferred. to the raiiway receiving point nearest the Joint Property.

(2} Line Pipe

———

{a) Line pipe movements (except size 24 inch OD and larger with walls %, inch and over) 30.000 pounds or more

shall be priced under provisions of tubuiar goods pricing in Paragraph A.(1%a) as'provided above. Freig=:
charges shall be calculated from Lorain. Qhio.

tby Line pipe movements fexcept size 24 inch OD ard larger with walis 2, inch and over: jess than 3U.000 pounds
shall be priced at Eastern mill pubiished carioad base prices effective as of date of shipment. plus 29 percent.
plus transporiation cosis based on freignt rales as set forth under provisions of tubuiar goods pricing ir. Pare-
graph A.(lXa) as provided above. Freight charges shall be caiculated from Lorain. Ohio.

tc) Line pipe 2+ inch OD and over and %, inch wall and larger shall be priced f.0.b. the point of manufacture
at current new publisned prices plus transporiation cost to the railway receiving point nearest the Joint
Property.

tc» Line pipe. including fabricated line pipe. drive pipe and conduit not listed on published price iisis shail de
priced at quoted prices plus freight 0 the railway receiving point nearest the Joint Property or at price:
agreed w by the Parties.

13) Other Material shall be priced at the current new price. in effect at date of movement. as listed by a reiiabie suppix
store nearest the Joint Property. or point of manufacture. pius transportation costs. if appiicable. to the raiiway
receiving point nearest the Joint Property.

{4) Unused new Material. except tubular goods. moved from the Joint Property shall be priced at the current new
price. in effect on date of movement. as listed by a reiiabie suppiy store nearest the Joint Property. or point of
manufacture. plus transportation cosis. if applicabie. to the raiiway receiving point neares: the Juint Propersy.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and 12).

B. Good Used Material (Condition B)

Material in sound and serviceable condi".ion and suitable for reuse without reconditioning:
{1} Material moved o the Joint Property

At seventy-five pereent (75%) of currant new price. as determined by Paragraph A.
{(2) Materia] used on and moved from the Joint Property

13} AL seventy-five percent {73%) of current new price. as determined by Paragraph A, if Matertal was origiraliv
charged w0 the Joint Acsount as new Materiai or

(b) At sixty-five percent (63%) of current new price. as determined by Paragraph A, if Material was originalls
charged w the Joint Account as used Material.

(3) Material not used on and moved from the Joint Property
At seventy-five percent i 73%! 5f current hew price as determined Dy Paragraph A.
The cost of reconditioning. if anv. sha!l 2e absorbed by the transferving property.
C. Other Used Material

LD
t1y Condition C

Material whicn s not in sound and serviceadie condition and not sujtable faz
ditioning sha:! be priced at fifty percent i30%) of current new price as Cetermined by Paragrapnt A. The costof
recanditioning shall be charged w the receiving property. proviced Candition C vaiue pius cost of reconcitioning

7 its origing: funciion unt. afler vetor-
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(2) Condition D

Material. excluding junk. no lenger suitabie for its original purpose, but usabie for some other purpose shaii i~
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedure:
normally used by Operator without prior approval of Non-Operators.

ta) Casing. tubing. or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of wom-
parabie size and weight. Used casing. tubing or drill pipe utilized as line pipe shall be pricec ai use: ‘ine
pipe prices.

tby Casing. tubing or drill pipe used as higher pressure service lines than standard line pipe. e.q. power nil iine:.
shall be priced under normai pricing procedures for casing. tubing. or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

13} Condition E

Junk shall be priced at prevailing prices. Operator may dispose of Condition E Material under proceaures nor-
mally utilized by Operator without prior approval of Non-Operators. : )

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and.or vaiue of such Mazerial is ne:
equivalent to that which would justify a price as provided above may be specially priced as agreed to bv the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Materia:.

E. Pricing Conditions

{1) Leading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundrec
weight on all tubular goods movements. in lieu of actual loading or unloading costs sustained at the stock:nz
point. The above rate shall be adjusted as of the first day of April each vear following Januar 1. 1935 by the sar—-
percentage increase or decrease used o adjust overhead rates in Section IIl. Paragrapn 1.Ai3). Each vear. u.c
rate caicuiated shall be rounded to the nearest cent and shall be the rate in effeet until the first dav of Aprii nex:

bos

year. Such rate snall be published each year by the Council of Petroleum Accountants Societies.

{2) Material involving erection costs shall be charged at applicable percentage of the current knocked-down price o7
new Material.

Premium Prices

Whenever Material is not readily obtainable at publisned or listed prices because of national emergencies. sirikes or other
unusual causes over which the Operator has no control. the Operator may charge the Joint Account. for the recuired
Materia: at the Operator’s actual cost incurred in providing such Material. in making it suitable for use. anc 1 moving
it w0 the Joint Property provided notice in writing is furnished to Non-Operators of the proposed charge prior to siiling
Non-Operators for such Material. Each Non-Operator shall have the right. by 50 eiecting and notifving Operator with:~
ten days after receiving notice {rom Operator. o {urnisn in kind all or part of his share of suen Materiai suiadie for Zse
and acceptabie 0 Operator.

Warranty of Material Furnished By Operator
Operawr does not warrant the Material furnished. In case of defective Material. credit shall not be passed o the Join:

Account untii adjustment nas deen received by Opercior from the manufacturers or their agents.

V. INVENTORIES

The Operator shall maintain detaiied records of Controllable Material.

1.

Periodic Inventories. Notice and Representation

At reasonable ingemeais. inventories shall he takan v Operasar of the Joint Arscunt Contrailabie Material, Wrirsen namiz:
of intention to take inventory shail be given by Operator at least thirty (30) days before any inventory is Lo begin 30 °
Non-Operatwrs mav be represented when any inventory is taken. Failure of Non-Operators to be represented at an nve

wrv shail bind Non-Operators 1o accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be m_ade within zix
monzhs [ollowing the saking af the inventory. [nventory adjustments shail be made by Operator w0 the Jeint Aenount fur

overages and shartages. bul, Uperator shall e held accountabie oniy for shortages due w [ack of reasonaz.e <.lizen. ¢

PSS -8

Special Inventories

Special inventories may be wken whenever there is any sale. change of interest. or cnange of Operazor in the Jowr: Proien
[t shall be the duty of the parwy seiling w0 nou{y all other Parties as guickiv as possibie after ine transier of interes: s
place. In sucn cases, both the selier and the purcnaser shall be governed by such inventory. {n cases invoiving a crange
of Operator. ail Parties shail be governed 2y sucn ivenory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventories shail not be charged o the Joint Acesunt uniess agre2d i ov o~
Par<ies.

B. The exoense of conducting spec:al invertories shali oe charged o the Parties requesting suth inveniories, exvept in-
ventories required due w0 cnange of Uperuior sna.l de charged W the Joint Aceount.




EXHIBIT »D*

To Operating Agreement dated , 19 between

Operator, during the term of this Agreement, shall camoly with the prowsions

of Article VII.G hereof. No other insurance will be carried by Operator for
benefit of the Joint Account.

A1l damage or injury to the Contract Area property thereon shall be borne by
the parties hereto in proration to their interests therein. The liability, if
any, of the parties hereto in damages for claims growing out of personal injury
to or death from third parties or injury to or destruction of property of third
parties resulting from the operations conducted hereunder shall be borne in
proportion to their interests in the Contract Area property, and each party
individually may acquire such insurance as it deems proper to protect itself
against such claims. Operator shall require all contractors engaged in work on
or for the Contract Area to comply with the Workmen‘'s Compensation Law of the

State where the operations are being conducted and to maintain such other
insurance as Opzrator may require. o



EXHTBIT *E"

GAS BATANCING AGREEMENT
INDIVIDUAL WELL BAIANCING ACCOUNTS

Attached to
Between »_2s Operator, and
.88 Nan-Operator
Dated
I. Definitions

A. "Gas" includes casinghead gas from 0il wells and natural gas from gas
wells, including all constituent parts thereof, except that liquid
hydrocarbens (Crude 0il and Condensate) recovered by lease or unit
equipment shall not be included, and shall be hardled as provided in
Section III.E., below.

B. "Balanced" is that comdition which occurs when a party hereto has
taken the same percentage of the cumilative Gas production it is
entitled to take pursuant to the terms of the Operating Agreement.

C. "“Overproduced" is the status of a party when the percentage of the
camilative volume of Gas taken by that party exceeds the party's

D. "Underproduced" is the status of a party when the percentage of the
cumilative volume of Gas taken by that party is less than the party's
working interest.

E. '"Well" is defined as each well subject to the Operating Agreement
that produces Gas or is allocated a share of Gas production. If a
single well is campleted in two or more reservoirs, such well shall
be considered a separate well with respect to, but only with respect
to, each reservoir from which the Gas production is not cammingled in
the wellbore. -

Application of this Aqreement

It is the intent of this agreement that each party shall have the oppor-
tunity to share in the actual cumlative production of Gas from the
contract area in proportion to its working interest therein.

In the event that, at any time the Operating Agreement is in effect, any
party does not, for any reason, take its full working interest share of
Gas, the terms of this Gas Balancing Agreement shall became effective
automatically.

The provisions of this exhibit shall be separately applicable to each
separate Well (as defined in I.E., above) to the erd that production from
cne Well may not be utilized for the purpose of balancing Underproduction
fram any other Well.

A. Richts to Take ard Market Gas — Each party hereto shall have the
right to take in kind and separately dispose of its working interest
share of Gas produced from the area covered by the Operating Agree-
ment. During the period or periods that any party hereto is, for any
reasen, not taking its full share of Gas, the cther parties shall
have the right to to take and dispose of one hundred percent (100%)
of the allowable Gas production assigned to the Contract Area by the
appropriate goverrmental entity having jurisdictien, and each of such
parties taking Gas shall have the right to take for its own use or
deliver to its purchaser its pro rata share of all such production;
provided however that, in any month, no Overproduced party shall be
entitled to take an amount of Gas in excess of 300% of its working
interest share of the Gas which the Well is capable of producing.
Each Underproduced party shall ke credited with Gas in storage equal

.



to its working interest share of the Gas produced but not taken by
such Underproducing party, less its share of Gas used in lease
operations, vented or lost.

B. Making Up Underproduction — Parties desiring to make up cumlative
Underproduction must give the Operator 30 days notice. Until their
individual accounts are no longer in an Underproduced status, Under-
produced parties desiring to make up cumilative Underproduction shall
have the collective right to take 25% of the Overproduced parties!'
collective share of current production, provided that an individual
party's right to take such additional amount shall be in the propor-
tion that its working interest bears to the total working interest of
all Underproduced parties desiring to make up. While such Underpro-
duction is being made up, each Overproduced party shall reduce its
reéspective share of production in the proportion that such party's
working interest bears to the total working interest of all Overpro-
duced parties, but in no event shall any Overproduced party be
required to reduce its Gas takes to less than 75% of such Overpro-
duced party's working interest share of current production.

C. Gas Balance =-- Operator shall maintain a current account of the Gas
balance between the parties hereto and shall furnish all parties
monthly statements showing the total quantity of Gas produced, used
in lease operations, vented or lost, and each parties' current Gas
balance. Each party taking Gas shall furnish or cause to be fur-
nished to Operator a monthly statement of Gas taken.

D. Royalty ard Production Taxes — At all times while Gas is produced
from the Contract Area, each party hereto shall make, or cause to be
made, settlement with the respective royalty owners to wham each is
accountable, just as if each party were taking or delivering to a
puarchaser its working interest share, ard only that share of the Gas
produced. Each party hereto agrees to hold each cother party harmless
fram any and all claims for royalty payments asserted by royalty
owners to whom each party is accountable. Each party producing
and/or delivering Gas to its purchaser shall pay any ard all produc-
tion taxes due an such Gas as taken.

E. Crude and Condensate Production — The foregoing notwithstanding all
parties hereto shall share in and own the crude oil and condensate
recovered at the surface in accordance with their respective inter-
ests as defired in the Operatirng Agreement.

. Cash Settlement

In the event a Well is included in a unit which causes a change in the
percentage participation in production from that Well or the production
of Gas from a Well permanently ceases prior to the time the accounts of
the parties have been Balanced, a camplete balancing shall be accam-
plishedbyamneysettlementbetweenthepartis. In the evert an
Overproduoed party sells, assigns or otherwise transfers any of its
interest in the leazes to which this agreement aprlies, it shall prompetly
notify the o’t‘her parties and upan wntten request fnzn Urderproduced
parties proceed to make a cash settlement with Underproduced parties as
provided hereurder, provided that a cash settlement may not be demanded
by such Underprocduced party solely because an Overproduced party has
mortgaged its interests, or disposed of its interests by merger, reor-
ganization, consolidation, or sale of substantially all of its assets to
a subsidiary or parent company, or to any campany in which any one party
owns a majority of the stock. In making such settlements (either due to
permanent cessation of production, unitization or reassigmment of an
Overproduced party's interest), the Underproduced parties shall be paid a
sum of roney by the Overproduced parties, without interest, equal to the
value of the unrecouped cumilative balance of Overproductlon which shall
be calculated as follows:

A. Volume — Within 90 days after a settlement is cailed for as provided
above, the Cperator shall furnish to the parties a statement showing
the final net oferproductlon ard Urde.rpmductlcn and the month ém
year in which it accrued. The net cmulative Overproduction for
which settlement is cdue shall be determined by applyirg maxs @p Gas
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on a first-in-first-out basis and accruing the monthly net Overpro-
duction.

B. Value

1.

c.

D.

Within 60 days after receipt of the final Operator statement,
each Overproduced party shall furnish to the other parties a
statement showing the value of its net Overproduction on a
monthly basis. With regard to Overproduction that was sold, the
settlement value shall be based upon the actual price(s) re-
ceived for the Overproduced volumes of Gas at the time the net
Overproduction occurred, less applicable taxes, transportation
and applicable treating charges theretofore paid by the Over-
producing party(s) provided that for regulated Gas sales, the
price(s) actually received by an Overproduced party shall be
considered as only that portion of the rates collected, from
time to time, which are not subject to possible refurd, as
provided by the Federal Energy Requlatory Cammission, or cther

~govermmental authority having jurisdiction, pursuant to final

order or settlement applicable to such Gas, plus any additional
amount which is not ultimately required by said regulatory
agency to be refunded, such additional collection amount to be
accounted for at such t:une as final determination is made with
respect thereto.

For Overproduction not sold but taken by an Overproduced party
for its own use, the Gas value to be used in the foregoing
calculations shall be the market value of the Gas at the time
the Overproduction occurred.

Oollection and Distribution — Within 30 days after receipt of
the Overproduced Gas values, the Operator shall perform a
separate series of calculaticns for each Overproduced party by
applying the monthly Gas values per MCF to the net unrecouped
Overproduction for that month and provide the parties a state-
merrtshowmgtheamntofnmmgytobepaldbyeaduofthe
Overpmduced Parties and the estimated amount each U‘nde:pmduced
party is entitled to receive under this settlement provision.
Within 30 days after receipt of the Operator's statement, each
Overproduced party shall pay Operator the amount due. Such
payment shall relieve an Overproduced party of liability to any
other party for the sums paid. Operator shall prawptly dis-
tribute the funds it receives to the Underproduced parties in
the proportion that each Underproduced party's volume of Gas in
storage (Underproduction) bears to the total of all Underpro-
duced parties' volumes of Gas in storage.

Responsibility and Liability for Oollection -~ Operator shall
not be liable to any Underproduced nonoperator for the failure
of any Overproduced noncperator to pay any amounts owed pursuant
to the terms hereof. Intheeventﬂuatanypartyfallstopay
any sunm &ue wrder the terms herecf after demard therefore by the
Operator, the Operator may turn responsibility for the collec-
tion of such sum to the party or parties to whom it is owed, armd
Operator shall have no further responsibility in the event that
such surs are not paid. Any party shall have the right, at any
time, to demand that any payments due to such party for such
party's Underproduced volumes shall be paid directly to such
party by the Overproduced party(s), rather than being paid
through Operator. In the event that any Overproduced party pays
to Cperator any sums due to an Underproduced party at any time
after sixty (60) days following the receipt of written notifi-
cation of a demard that such Underproduced party receive such
paymentdirectly, such Overproduced party shall contime to be
liable to such Underproduced party for any sums so paid, until
such payment is actually received by such Underproduced party.

. Miscellaneous



A. Expenses — Nothing herein shall change or affect the cbligations of
each party to bear ard pay cwrrently, its proporticnate liabilities
as provided in the Operating Agreement.

B. Well Tests — Operator,attherequastofanyparty may produce the
entire well stream, if necessary, for a deliverability test not to
exceed seventy-two (72) hours duration required under such requesting
partysGassalacomlactarﬂmayoverprcduceinanyothersta-
tion, provided that such Overproduction would be consistent with
prudent operations.

September 12, 1988



To Operating Agreement dated 19

between

(1)

(2)

(&)

(5)

(6)

n

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

The Operator will not discriminate against any employee or applicant fev
employment because of race, color, religion, national origin or sex. Ik

Operator will take af{firmative action to ensure that applicants are employec, and
that employees are treated during employment, without regard to their race,-
color, religion, natiomnal origin or sex., Such action shall include, but not bde
limited to the following: Employment, upgrading, demotion, or transfer,
recruitment or recruitment advertising; layoff or termination; rates of pay or
other forms of compensation; and selection for training, including appren-
ticeship. The Operator agrees to post in conspicuous places, available to
enployees and applicants for employment notices to be provided for the

contracting officer setting forth the provision of this noan~discrimination
clause.

P

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, religiom, national
origin or sex.

The Operator will send to each labor umion or representative of workers wich
which it has a collective bargaining agreement or other contract or under-
standing, a notice to be provided by the agency contracting officer, advising the
labor union or workers' representative of the Operator's commiments under
Section 202 of Executive Order 11246 of September 24, 1965, and shall post copies
of the notice in couspicuous places available to employees and applicants for
ezployment. ‘

The Operator will c¢omply with all provisions of Executive Order 11246 o
September 24, 1965, and of the rules, regulations, and relevent orders of the
Secretary of Labor.

The Operator will furmnish all information and reports required by Executive Order
11246 of September 24, 1965, and by the rules, regulations, and orders of the
Secretary of Labor, or pursuant thereto, and will permic access to its bocks
records, and accounts Dy the contracting agency and the Secretary of Laber :c
purposes of investigation to ascertain compliance with such rules, regulations,
and orders.

Iz the event of the Operator’'s non-ceompliance with the non~discrimination
clauses of this contract or with any of such rules, regulations, or orders, thi:s
contract may be cancelled, terminated or suspended in whole or in part and cthe
Operator may be declared imeligible for further Govermment contracts in
sccordance with procedures authorized in Executive Order 11246 of Seprember 2¢,
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
subcontracs or purchase order unless exempted by rules, regulaticns, or orders

the Secretary of Labor issued pursuant to Section 204 of Zxecutive Order 11245

September 24, 1965, so tha:t such provisicns will be binding upem each su
contractor or veader. The Qperator will take such action with respec: zc anw
subcontract or purchase crdar as the contracting agency may direct as a means
enforcing such provisions including sancticas for mom~cempliamce. Providec,

-
-~
-
-~
-
D
-



however, that in the event the Operator becomes involved in, er is threagens<
wvith, lictigarion with a subcontracztor or vendor as a result of such directicn by
the contracting agency, the Operator may request the United Stares to enter intc
such litigation to protect the interests of the United States.

Operator acknowledges that it may be required to file Standard Form 100 (£Z0-!)
promulgated jointly by the Office of Federal Contract Compliance, the Equal Ezplovmern:
Opportunity Commission and Plans for Progress with Joint Reporting Committee, 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 cr
file such other compliance reports as may be required under Executive Order 11246, as
amended and Rules and Regulations adopted thereunder.

Operator further acknowledges that he may be required to develop a wrizten
affirmative action cempliance program as required by the Rules and Regulations
approved by the Secretary of Labor under authority of Executive Order 11246 and supplv
Non-Operators with a copy of such program if they so request.

II. CERTIFICATION OF NON-SEGREGATED FACILITIES °

(1) Operator assures Noo-Operators that it does not and will mot maintain or provide
for its employees any segregated facilities gt any of its establishments, and
that it does not and will not permit its employees to perform their services at
any location, under its control, where segregated facilities are maintained. For
this purpose, it is understood that the phrase "segregated facilities' includes
facilities which are in fact segregated on a basis of race, color, religion or
national origin, because of habit; local custom or otherwise. It is further
understood and agreed that maintaining or providing segregated facilicies for
its employees or permitting its eaployees to perform their services at anv
location under its control where segregated facilities are maintained is =
violation of the equal opportunity clause required by Executive Order 11246 of
September 24, 1965.

(2) Operator further understands and agrees that a breach of the assurance hervein
contained subjects it to the provisions of the Order at 4] CFR Chapter 60 of the
Secretary of Labor dated May 21, 1968, and the provisions oI the equal
opporrtunity clause enumerated in contracts betweer the Unized Statas of Americza
and Nom=Qperators.

(3) Whoever knowingly and willfully makes any false, fictitious or fraudulern:
representation may be liable to criminal prosecution under 18 U.S.C. § 1001.

1I11. OCCUPATIONAL SAFZTY AND HEALTH A

Operator will observe and comply with all safety and health standards grazulgazed by
the Secre:ary 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 occ-pa’xon;-
sa.ecy and health standards under the Williams-Steiger 0c=upatlona. Safety and Heal
Act of 1970. Such safety and health standards shall apply to all subcontrac:iors anc

their employees as well as to the prime contractor and its employees.

IV. VETERAN'S PREFZRENCT

Operator agrees to comply with the following insofar as contracts it lets for an zmouns
of $10,000 or more which will gemerate 400 or more man-days of emplovment (each zar-
day consisting of any day in which an employee periorzs mere thanm one h~ur of work) and
further agrees to include the following provisiocn inm comtracts wizh Contrac:iers
Subcontrac:tors:

"CONTRACTOR AND SUBCONTRACTOR LISTING REQUIREMENT

(1) As provided by 41 CFR 350-250, the confractor agrees that all e:;lo;:en: cpeaings
of the centTactor which exist at the time of the exacution of this contrac: and
those which occur during the performance of this contract, including these acce
generazed by the conzrazt and including those ceccurring at am estzblishment of
the contractor cther thzs ths one wherein the contrac:t is Deing pericrmad 2wt
excluding those of independently operated corporate affiliaces, shall, to zhe



(2

V.

maximum extent feasible, be offered for lxst-ng at an appropr ate local offlce of
tne State employmen: service system wherein the opeaing occuss and o provics
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 fills from within the contractor's organization or
are filled pursuanf to a customary and traditional employer-unmion hiring
arrangement and that listing of employment openings shall involve only the normal
obligations which attach to the placing of job orders.

The contractor agrees to place the above provisions in any subcontract directlw
under this contracc."”

CERTIFICATION OF COMPLIANCE WITH ENVIRONMENTAL LAﬁS

Operator agrees to comply with the Clean Air Act (42 U.S.C. § 1857) and the Federal
Water Pollution Comtrol Act (33 U.S.C. § 1251) when conducting operations involving

nonexempt contracts. In all nonexempt contracts with subcontractors, Operator shall
require:

(1)

(2)

(3)

(4)

(5)

vi.

ViI.

No facility to be utilized by Subcontractor in the performance of this contracet
with Operator is listed on the Envirommental Protection Agency (EPA) Lis:z of
Violating Facilities. See Executive Order No. 11738 of September 12, 1973, and
40 CFR § 15.20.

Prompt written notification shall be given by Subcontractor to Operator of any
ccumunication iadicating that any such facility is under comsideration to be
included on the EPA List of Violating Facilities.

Subcontractor shall cemply with all requirements of Section 114 of the Clean Alr

Act (42T.S.C. § 1857) and Section 308 of the Federal Water Pollutiom Control ace
(33 v.s.C. § 1251), relating to inspectienm, mcni:oring, entry, repor:ts, and
information, as well as all other requirements specified in these Sectzons, and
all regulations and guidelines issued thereunder.

The foregoing criteria and requirements shall be included iz all o¢f Sub-
centractor's nonexe=pt subcontracts, and Subecontractor shall take such acticn as
the Govermment may direct as a means of enforecing such provisions. See 40 CTFX §
15.4 & 5.

Operator agrees to notify non-operators of any violations in the afore
provisicns,

Operator agrees to coaply with Executive Orders 11458 and 11625 ’ega-c‘r:

Minority Business Enterprises and all orders, rules, and regulazions issue?
thereunder or amendments thereto. .

Operator agrees to comply with Rehabilitation Act of 1973 and all orders, cules,
‘and regulations issued thereunder and smeadments thereto.



EXHIBIT "H"
MEMORANDUM OF OPERATING AGREEMENT AND

NOTICE OF LEIN AND MORTGAGE-FINANCING STATEMENT
(EXXON OPERATOR)

Attached to ' \

Between Exxon Corporation, as Operator, and

,_as_Non-Operator

Dated
STATE OF §
COUNTY COF §

Bowon Corporation, (“"Operator') ard

("Non—Operator”) have entered into an Operating Agreement providing for the

development and production of crude oil, natural gas and associated substanc-

Tea;ﬂgated r 19, covering the following described
. L 4

(Description of lLands)
or

(See Exhibit "A" attached)

The Operating Agreement provides for mutual liens amd security interests to
secure payment by the parties of their respective share of ccsts under the
Operating Agreement.

Without limiting or superseding the liens and security interests provided for
in the Operating Agreement ard in order to further secure payment by Nen-Op-
erator of amounts due Operator from time to time under the terms of the
Operating Agreement as its share of expense, Nan-Operator has granted and does
hereby grant to Operator, its successors ard assigns, the following:

1. A lien and mortgage covering all of Non-Operator's leasehold, un-
leased mineral or other working interest in and under the above-ref-
erenced lands which are of record as of the date hereof or hereafter

acquired by Non-Operator.

2. A lien and mortgage covering, ard a security interest in, the undi-~
vided portion of the equipment located on the abaove~referenced lards,
including fixtures, which is employed in the production of oil and/or
gas therefram and is owned as of the date hereof or hereafter ac-
quired by Non-Operator.

3. A security interest in Non-Operator's undivided portion of the oil
ard/or gas when extracted from the above-referenced lands ard in the
accounts arising from the sale by Non—Operator of such oil and gas,
and in rights under any gas balancing agreements.

4. A lien ard security interest covering all contract rights, general
intangibles, interests in partnerships or other associations, and any
other interests arising from the develomment of the above described
lards for oil and gas parposes.

5. A lien and security interest covering the proceeds of the sale of any
of the collataral referenced in 1-4 above, together with a lien axd
security inmterest attaching to the collateral to the extent required
to reirmpurse for any interest, court costs, and attorreys' fees to
which a party may be entitled by reason of exerclise of any lien or
security rights hereunder.



Hamgrindum of Jpuraling Mgreement and
Notice of Lizw aod Morigage -- Financing Statement
Page 2 &7 £

In order to secure payment by Operator from time to time of its share of
expense under the above~referenced Operating Agreement, Operator has granted
arﬁdoesherebygmntton—q:emtorarﬁﬂaeoﬂaerpanmstosaldOpentmg
Agreement who execute this instrument a lien and mortgage and a security
interest of the same nature and effect as those described in the preceding
paragraph.

The minerals or the like (including oil and gas) or accounts described in the
preceding paragraphs will be financed at the wellhead or wellheads located on
the lards described above. This instrument shall be filed for record in the
real estate records of the county or counties named in the land description
shown above. The secured party is not a seller or purchase moneylender of the
collateral described in items 1-5 above.

Furthermore, tlusMemozarﬂxmofq:eratugAgreementa:ﬁNotmeofLienarﬂ
Mortgage — Financing Statement incorporates by reference all other terms and
corditions of said Operating Agreement. Said 09er.-ating 2greement specifically

provides as follows:

1. That a party's ability to freely sell, assign, or transfer interests
in land committed to the agreement is restricted or encumbered.
These restrictions or encumbrances may include a preferential right
topux\:hasetheinterestofanypartyds:.rirgtosell its interest
under the agreement, restrictions on the surrerder of leases, a
maintenance of uniform interest provision, provisions applicable to
renewal or extension of leases, provisions applicable to acreage or
cash contributions, non-consent provisions, and gas storage amd
balancing provisions, among others.

2. 'maf:eachpartytotheagreeﬁenthastherighttotake-in-kird;r
separately dispose of its proporticnate share of oil and gas pro-
duced.

3. That the liability of the parties to ¢the agreement is several, and
not joint and collective, with each party being liable only for its
proportionate share of costs of developing and cperating the contract
area.

In the event the description of the land covered by the above-referenced
Operating Agreement is revised in any marner by the parties thereto, then each
party to said Operating Agreement is authorized to execute and file for record
an appropriate amendment to this instrument setting forth the revised land
description and stating that the same terms and provisions contained in this
instrument shall apply to such revised lard description. Said amendment need
not be executed by more than one party to said Operating Agreement. The party
which executes ard files of record said amendment shall pramptly mail to all
other parties to said Operating Agreement a copy of said amendment showing the
recordirng reference.

Should any person or firm desire additional information regarding the Operat-
ing Agreement or wish to inspect a copy of same, said person or firm should
contact the Operator by writing to:

Exxon Corporation

P. O. Box 1600

Midlarnd, Texas 79702

Attention: Division Land Supervisor

Each party to said Cperating Agreement may execute as a Nen-Operator a coun-
terpart of this instrument which contains a signature page for such party.
Operator may cambine the signature pages executed by such parties with the
first two pages identical to the first two pages hereof and file and/or record
such aggregated instrument. -



Memorentum of Gperaling fgressant and
Natice ¢F Lien and ¥artgage -- Financing Statement

Page I af 4
EXECUTED as of this day of ;19 .
EXXON CORFORATION, OPERATCR
By:
ADDRESS:
’
Nen-Operator
By:
APDRESS:
STATE OF §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of
; 19 , by as

Attorney-in-fact for and on behalf of EXXON OCORPROATION, a New Jersey corpo-
ration.

Witness my hand and official seal the day and year last above written.

My commuision expires:

Notary Public
STATE OF §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of
’ 19 ’ L‘Y as
Attorney-in-fact for and on behalf of
a .

Witness my hard and official seal the day ard year last above written.

My commision expires:

Notary Public



AN

EXXON COMPANY, USA.

POST OFFICE BOX 1600 » MIDLAND, TEXAS 79702- 1600

EXPLORATION DEPARTMENT
WESTERN DiVISION

November 21, 1988

AB-88-455 (A)

Red Lake -

Section 17: W/2 T18S-R27E
Eddy County, New Mexico

Mr. Tim Custer
Amoco Production Company

P. 0. Box 3092
Houston, Texas 77253

Enclosed is an AFE for the proposed well set out in my letter to you dated
November 8, 1988. Please notify me if you determine that the old Joint
Operating Agreement is still in force and effect.

We would like to start this well as soon as possible.

Joe B. Thomas

Trades and Unitization

(915) 683-0236
JBTS/s1r

Enclosure

A D' /ISION OF EXXON COAPIRATION
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for DPDBITME - ORILLING
Cowpany, U.3.A. (a diviston of Exxan Corporation)

— —
OTSTRICY i TOATE
Souttwegtarn — AR 1
Jbjective: To driil and camplete the Chalk Bluff Oraw Undesigrated f1 to & propased depth of 9,700 .
Location:  1080° FSL, 660° FWL. Sectiom 17, V-18-8, R-27-E, [ddy County, New Mexico.
CHARGE - LEASE OR FACILITY M w | e e | | ‘ AFE (UNIT) ] W | oo
NAME A . | 1 |
CLEARANCE DISTRISUTION O S T T | 1 | |
DRILLING DETAIL Jl_asmmm oSt i
F=425 - ST 1 25 ) JOINT INTEREST INFORMATION - -
£-426 - 1R TAT 1 8 | |EXXON'S INT,| NONOPERATOR APPROVAL REQUIRED: ves |_| w~o |_| |
£-427 - ORILLING OPERAT - OTHER 1 27 1l 100 | NONOPERATOR APPROVAL RECEIVED: VYES {_| w~O |_| |
F-428 - OR R ) 14) | |NOROPERAYOR APPROVAL ]
F-429 - SUPERVISION  OVERMEAD 1 14 | lcompany NAME |
£-430 - NG F i | 22 {1 ]
F-431 - FORMATION EVALUATION [ 36 | |aepRoveD |
F-432 - PRIMARY CEMENT L 30 11 DaTE |
1 | BUDGEY APPLICATION
~—DRILLING SUB-TQTAL-==ooeoozozoe oo el 20 N ¢ BN EXXON'S PART GROSS
COMPLETION DETAIL | [ TOTAL CURRENT EST. $ 599 s 539
| { EXPENDITURES,
£-435 - COMPLETION R T1ONS | | CURRENT YEAR $ H
F.438 - PERFORATIN R | *DRY HOLE ESTIMATE $ 36 $ 316
F-437 ~ N j | BUDGET: ) $
£.438 - F N R [ ! {DATE)
F-439 - sT ! | _APPROVAL RECOMMEMDED
£-440 - SAND CON ATl | | 1___NITIAL FOR , g ! ALCTE. |
£-44] - OTHER COMP 5T 4 [l __OPRS,  |I™ 1 B! 1 |
F-442 - COMPLETION FLUID CONTROL ! 1 )\ B . 1 | 1 |
F-443 - FORMAT VALUAY ! |
F-44§ - T TAY 1 |
F-d46 - wELL SUPPLIES J !
F-448_- SUPERVISION | | PREPARED BY 6. E. Goyld £ 10/
COMPLETION INTANGIBLE SUB TOVAL------> | 51 | :
F-a64 - TANGIBLE WELL EQUIP. - DETALLED .y | APPROVED
F-465 - TA ¥ B - CASING & T J TECHNICAL MANAGER DATE
£-467 - TANGIBLE WELL EQUIP, - UNDETAILCD L 4a | APPROVED (o ~/£—d'd
LOMPLETION TANGIBLE SUB VOTAL--=----- 2 | 215 | VISION PRODUCTION MANAGER OATE
L | APPROVED
COMPLETION SUB TQVAL==m»——-cma—-oome-o-o > | 266 | DIVISION MANAGER DATE
! ! APPROVED
i i nQ DEPT./QPERATIONS MANAGER DATE
IOTAL DRILLING AND CONMETION--------_-—-=-:o I ] | AFE COMPLETION DATE REPORT NO.

“COMPLETE ON OUTPOST, WILDCAT, AMD FIELD WILDCAT ORILLING WELLS.

e e
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