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UNIT OPERATING AGREEMENT 

LEGGINGS DRAW y ^ j j A R E A 

THIS AGREEMENT made as uf the day of , EJ 

oy and among the parties who execute or ra t i fy this Agreement er a counterpart hereof, 

. i ' N I T A G R E E M E N T Ft >\K TDK DE-
aw 

U N I T AREA. 

W I T N E S S E T H : 

WHEREAS, the Parties have entered into ,thpt ce-tarn 
V E L O P M E N T A N D OPERATION OF T H E ' " ^ . s U L % 

County nf Chaves _ . . . , State of •'•••" '-mxtco 
dated as of the day of • . Hi , ami he; aiani.-r 

referred to as the "Uni t Agreement", covering the lands 'described m E X H I B I T B thereto manned, 

which lands are referred to in the Uni t Agreement and in this Agreement as tin- " U n i t Area": and 

WHEREAS, the Parties enter into this Agreement pursuant to .-a-otmn ',' of the Uni t Agroeiaoa:, 

NOW, THEREFORE, in consideration o f t h e covenant, herein c..r.ta;:.cd, it i.- agreed a, foiX.vs: 

A R T I C L E 1 

D E F I N I T I O N S 

E l Defini t ions . The definitions contained in the Unit Agreement are adopted for ah onrpo.ses of 
this Agreement. In addition, each term hated below snail have the meaning stateU therefor, whenever 
used in this Agreement: 

"Un i t Operator" mean XEXCO O I L COelPAXY 
m c 

as the U n i t Operator designated in accordance w i t h the Uni t Agreement, acting in that capacity ..nd mat 
as an owner o f a Committed Working Interest. 

"Par ty" means a party to this Agreement, including the Party acting as U n i t Operator when acting 
as an owner of a Committed Working Interest. 

" D r i l l i n g Party", "Complet ing Party", and "Par t ic ipa t ing Party" all mean the Party or Parties 
obligated to bear Costs incurred in the Dr i l l i ng , Completing, or Deepening or Plugging Back, respec­
tively, o f a well at the commencement of such, operation. 

"Non-Dr i l l ing Party", "Non-Completing Party", and "Non-Part ic ipat ing Party" all mean the 
Party or Parties who had the optional r ight to participate in the D n i i i n g , Completing, or Deepening or 
Plugging Back, respectively, o f a well and who elected not to participate therein. 

"Committed Working Interest" means a working interes: which is shown on Exhibit B to the Uni t 
Agreement as owned by a Party and which is Committed to the L'nit Agreement. Wheat- - er reteror.ee is 
made to a Party " i n " or " w i t h i n " tbe Uni t Area, a participating area, or ot her area designated pursuant 
to this Agreement, such reference stiall mean a Party owning a Committed Working Interest tn lands 
wi th in such area. 

"Acreage Basis", when used to describe the La.as of participant):: by the Parties w i t h m the U n i t 
Area, a paticipating area, or other area designated pursuant to this Agreement in voting. Costs, or 
Production, means participation by e..ch such Party in the proportion that the acreage of its Committed 
Working Interests in such area bears to the total acreage of the Committed Working Interests of a!! such 
Parties therein. For the purposes of this def ini t ion, (ai the a. ere .age of the Committed Working Interest in 
a tract w i t h i n the U n i t Area shall be the acreage of such tract as set for th in Exhibi t B to the U n i t 
Agreement, and (b) i f there are two or more undivided Committed Working Interests in a tract, there 
shall be apportioned to each such Committed Working Interest that proportion of t in ' acrc.ge of thc tract 
that such Committed Working Interest bears to the entire Committed Working interest :n the mac 

"Product ion" means ai l uni tilted substances produced and saved from the U mt Area except .-o much 
thereof as is used in the conduct of operations under the Uni t Agreement and this Agreement 

"Costs" means all costs and expenses incurred m tlie development and operation e: the Una Area 
pursuant to this .Agreement or the Unit Agreement and ai! other expenses that are hereon mace 
chargeable as Costs, determined in accordance with tiie Accounting Procedure attach..d hereto as 
Exhibi t 1, which shall govern in ai I mat n •. - C A V I ed 1 hei v i >y. except 'hat ; a , h o c ea t td an ..".consistency 
between said Accounting Procedure and. tins Agreement, teas Agr. emem. s:.m; cmt ro . 

"Lease Burdens" means the roy.sU v i . -e. •- .! to the lessor in an „ii aaa , , ,v an aerrahag 
royalty, a production payment, and any a: ; ..: den. bt:' does j : vEsa- .. .a.:aaed •• •• . ...:.g ia!erest. 
a net profits interest, or any other ir.tere-t wmch .s payaine out ,,;'; auE-

" Dri 11" means to per f i r m a 11 ope:..: .ons iv...-. . :,.a: \ r e v - - . . . a a; • nciue. a a.: ao a ih!.:. .-fa ei i 
.ts projected depth, including prep,.rat..... f r....,.s ..aa d r i l l site testih^ ...a : loggatg. excluding 
Completion operations. 

"Complete" means to perform a.i ..:..>.-.* .-v.-. a. am \ ! , . • . - . • - - aad .a ..mm t. > Em - r ..meet ma .a 
a v. ell, commencing wi th the running aaa - a:; ag oi i ha a rod act ae: j .. , ; aa.. 1 ., .,: a a it :.va 
substances, equipping through tiie wellhead Connections., or plugging a..a m ..a. X; . . . . . , . a dr\ 



• • • O C A V ' • ' J U N TAiN UNIT O . ^ r - i A A'.VJ n o M L g A ^ " 
" j i r n 2 f d v i d e d Interns!) 
Aooruary. 1 9S,P 

"K(|ui[>" mean? to perform ai 1 oper; A ,,,, ;s ; a.. P . , ai v ...... a., .a-... a i i.r >• . ...p.u.m; of a 

/el! for production beyond tra- wel lhc .c connection.-. 

" D e e p e n " o r " P l u g H a e ! \ " m e a l l r . t o p e r i o r a l a l l oper , a, :.. a ; i e a s o n . i ! i j v ,"iee' • . - a I . . a a! : i . , - . i l e n t t o 

> r id ing a well below its original projected depth or plugging nack a '.'-ei! m a depth above its original 

projected depth, testing, and logging, but excluding Completing ami Equipping operations. 

" I n i t i a l Test W e l l " means the test well or wells provided Ihr in Section ti o f the L'nit Agreement and 
a Exhibi t 2 attached hereto. 

"Subsequent Test W e l l " mean* a teat wad! Dri l led after tin; Dr i l l i ng o f t h e Ini t ia l .Test Well and 
aefore discovery of unitized substances in paying quantities m the I ' n i t Area. 

"Development W e l l " means a well Dri l led wi th in a participating area and projected to the pool or 
aone for which the part icipating area was established. 

"Explora tory W e l l " means a well oather than a Development '.N ell) Dialled after discwve: v of 
unitized substances in paying quantities in ttie Un i t Area. 

"Approval o f t h e Parties" or "Direc t ion of the Parties" means an appn.vai, author:/...!.on, or 
direction which receives the af f i rmat ive vote of the Parties entit led to vote on tne giving of .-each 
Approval or Direction, as specified in Section 14.2. 

"Salvage Value" o fa well means th.e % .due of the n.tttmmd's „r.d equipment m or appurtenant to the 
well, determined in accordance w i t h Exhib i t 1, less the re.tSur.ably estimated Costs of salvaging me 
same and plugging and abandoning the well. 

"Geological Survey" means the A a a h o r i z o a O f t i c r r [AO) , tn- Land E ar... sa../ c ior and 
H I C o n s e r v a t i o n Commiss ion ( D i v i s i o n ) , i n c l u d i n g any p e r s o n o r pormon ac t t i r . g 
-aider t h e a u t h o r i t y t h e r e o f . 

A R T I C L E 2 
E X H I B I T S 

2.1 Exhibi ts . The fol lowing Exhibits are incorporated herein by reference: 

Exhibi t 1. Accounting Procedure. 
Exhib i t 2. In i t i a l Test Well . 
Exhibi t 3. Insurance. 
Exhib i t 4. Non-Discrimination. 
Exh ib i t 5. O i l and Gas Lease. 

In the event of a conflict or inconsistency Lot '.'.'ecu th.e provisions ol' an Exhibi t and ttie provisions of tins 
Agreement, the provisions of this Agreement shad control. 

A R T I C L E 3 
I N I T I A L TEST W E L L 

3.1 Location. Uni t Operator shall begin to D r i l l th.e In i t i a l Test Weii wiihun tiie required by-
Section 9 o f t h e Uni t Agreement, or any extension thereof, at th.e location specified un Exhibi t 2. 

3.2 Costs of D r i l l i n g . Subject to the investment adjust mem provisions of Art .cie Ea 0 . . M S of 
Dr i l l ing the In i t i a l Test Well shall be shared agr tiie Parties in tlie manner aud in the proportions 
specified in Exhibi t 2. 

A R T I C L E I 
SUBSEQUENT TEST W E L L S 

4.1 Right to D r i l l . The D r i l l i n g of any Subsequent Test Well shall be upon s j ch terms and 
conditions as may be agreed to by the Parties; provided, however, that in the absence of agreement, such 
well may be Dri l led under the provisions of Art ic le 9. 

A R T I C L E 3 
E S T A B L I S H M E N T . R E V I S I O N . AND CONSOLIDATION 

OF P A R T I C I P A T I N G AREAS 

5-1 Proposal. Uni t Operator shall ini t iate each proposal for the '•stabEshm.ent or revision o f a 
participating area by submit t ing the proposal in wr i t i ng to each Party at E ast twenty Pi(P days before 
f i l i ng the same wi th the Geological Survey. Th.e date of proposed f l i n g mast he so,, wo in the proposal. If , 
wi th in the 20-day period above provided, the proposal receives the Approval o f the Parties w i t h m tlie 
proposed participating area or no wr i t ten objection*- are received, then such proposal .-.-.all be filed on the 
date specified. 

5.2 Objections to Proposal. Prm; m . :..• a...... aod E11 ug na m an a Pm • . - > > v . . . a m ; . 1 .;:.-.' 
Parties wri t ten objections to such proposal 1:. despa. w i i ni •.•ci.. a- P.e . , a .-.d r r .v r . . :.:•.• An-
proval o f the Parties w i t i i i n the proposed participating area, rm a t i . , . P:. rt r making tae o!0 act .m.a ..... v 
•enew the same before the Geological S.:.-.v\ 

5.3 Revised Proposal. I f tile prop*-..! . . 'a aat receive :i.e Ap; r •'.-..! .Tf Part.es ami:; , 
proposed participating area, and Un.t 0;.er;.t >r rere. ves wri t ten E j a t . s . i . •• ,. :! .-a m '. a t t mer.. t • m 
shall submit to the Parties a revised proposal, tahmg mto account m . „> ... ; ; , , : > . ... ;,• a..- Em: 
proposal. I f no proposal receives the Approval of the Parties wi thm .six;-, .w) >.:.:.- • j . : , : : : . ^ , . the 
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' f i rs t proposal, then Uni t Operator v, a. t:...- ( •. . . . . . . . . . . . t e' r . r v v a . ; : ^ as nearly as 

practicable the various v.evvs expre.-M.-d by the Part:.-> 

5.4 Rejection of Proposal. I f . , proposal filed bv U nit i > pe, .a nr a:- a Pa e pro', ah - . : - re;ec :• a .ay : 
Geological Survey, Uni t Operator shall ini t iate new pi-.pi.-.ii in the same n.am.er a.-> provided in 
Section 5.1, and the procedure w i t h respect thereto shall he tue same .is ;n the ca.se ot an in i t i a l proposal. 

5.5 Consolidation. Two or more part icipating areas may be combined as provided in the Uni t 

Agreement. 

A R T I C L E o 
APPORTIONiUENT OF COSTS A M ) OW N 11 RSI! 11* AND 

DISPOSITION OF PRODUCTION AND PROPERTY 

6.1 Apportionment and Ownership W i t h i n Part ic ipat ing Area. Except as otlaerwa.-e provided m 
Articles 8, 9, 11, and 12: 

A. Costs. A l l Costs incurred in t he develop, me a t ami operation ot a participating area tor or in 
connection wi th production of unitized substances.trom any pool or /.one tor which such participat­
ing area is established shall be borne by t iie Par l ies 'within such part icipating area on an Acreage 
Basis, determined as o f t h e time such Costs a r incurred. 

B. Production. A l l Production from a participating area shall a.located on ar. Acreage Ba-as 
to the tracts of unitized land w i t h i n .».icn participating a rea.-That pm : aa. of a :ch Product.or. *• ' lei: 
is allocated to any such tract shall be owner: by the Party or Parties ha\ ;ng Committed Working 
Interest or Interests therein in the same m turner aud a abject to the sma.e cusuht.ams as if .mtua'iiy 
produced f rom such tract through a well thereon and as i f this Agreement .md the La.it Agreement 
had not been executed. 

C. Property. A l l materials, equipment, and ot her property, wheti.er rea: ••:' pers.-na'., the cost 
of which lis chargeable as Costs and w h i c h have been ncqu ired inumnect ion wi th >!)•• development or 
operation ofa participating area, shall be ovmeu by the Parties '•'• i tn in - ach partmipat.ag are., on an 
Acreage Basis. 

6.2 Ownership and Costs Outside Part icipat ing A rea. 1 f a well Dial leu i mc; ad a. g i:.•..• Deepening or 
Plugging Back thereof) w i th in a D r i l l i n g Block established under the provisions of either Art icle 9 or 
Art ic le 10 is completed as a producer but not included w i t h m a part icipating area, then th.e fo l lowing 
provisions shall be applicable: 

A. When A l l D r i l l i n g Block Parties Participate. If all Parties w i th in tue D r i l l i n g Block snail 
have elected to participate in D r i l l i n g arid Completing such well , then said v..-)I. the Production 
therefrom, and the materials and equipment therein or appurtenant tho; em -hail be owned oy such. 
Parties; and al l Costs incurred in the operation of such we! 1 and all Lease Burdens payable in 
respect of Production from such well shall be borne and paid by said Parties Apportionment among 
said Parties of ownership. Costs, and Lease Burdens shall be in the same proportions in which Costs 
incurred in D r i l l i n g tlie well were borne. 

B. When Less Than A l l D r i l l i n g Block Parties Participate. I f any Party wi th in the Dialling 
Block shall have elected not to participate in D r i l l i n g or Completing such v,eli. then the prov.s .ons 
of Art ic le 12 shall be applicable thereto; ami th.e relinquished interes; of tin- N. a -Pnl l ing Party 
shall revert to i t in tiie same manner and under the same condit ions as provided in Section PHI •• w i th 
respect to a well which results m the esiabl.she.,,.•:'.I or enlargement u". a part icipating area, except 
that the proceeds cr market value to be used in determining when such re v e r - . - n a i l occur sha.i be 
tne proceeds or market value Lif ter making the deductions provided ioi" ir. Sect it;,". Pg.4 > at that 
portion cf tiie Production obtained from th.e well which, had tne No.a-Drihang Party elected to 
participate in the Diall ing or Completing thereof, would have been aliocnble, a an Acreage; B U M S 
wi th in the Dr i l l i ng Block, to th.e Non-Dr i l l ing Party. Upon reversion of tL.e re'..nqu;C:.eu interest ot 
the Non-Dr i l l ing Party in sucn well , the provisions ofSection 12.5 shall become applicable. 

6.3 Cost L iab i l i ty of Subsequently Created Interests. Any th ing herein to the contrary not­
withstanding, if, subsequent to the date of this Agreement, any Party shall create an overriding royalty, 
production payment, net proceeds interest, carried interest, or anv m her interest nut of it.s'Committed 
Working Interest thereinafter called "Subsequently Created Interest"., sue:; Subsequently Created 
Interest shall be made expressly subject to the terms and provisions ot thus Sect;- n 6.3 and of Section 
12.9. I f the Party which created such Subsequently Created Interest fails to ; m. . a net. cue, its share o: 
Costs and the proceeds from its share of Production are msulf.camt m e v e r sucti Posts, than the 
Subsequently Created Interest shall be chargeable w'.th .. ma, ;.,;,, M . o f --.tch C m s ,a u such. 
Subsequently Created Interest were a O mmitte.l Wm king Iaterest: aad P a a Operator .- ha! 1 ma. e t he 
r ight to enforce against sucn Saba- emmi 'v Pleated Indues! the n.a. and aa rig::! - granted m 
Section 15.5 for th.e purpose of codec? ing >', m chargeable the Sun.-equeut iy Pre.mm Iate.es; 

6.4 Taking in Kind. Each P.ti l . % u: :>-:.ily. a a p: ad... o,, : .m, . •. K I : . . : ar a a.a.:••!>' dm p..se ot 
lis share of Prod act ion and pa v P a: t '•• a m . a c ., , ,n\ em:.:;:; .• .:..:.•.; -a Excep: .... 
otherwise provided ; n Section If;.:"), e,». a P.: a v sag! P.- entitled to lev eg.,. ... - a a. a pmc-eds t ia.;,. a n 
sale of its share of Production. Unit (>, ,-. . t. -. ..a! ; : : „ r a a ,,o.,- , d! g - i i r . ; : , . ; , e.;,: an: :b n b a.m 
relative to the price to be charged am ga>. mm.. -. r. Pnit ( q.e; aha- - n am be laa,. . . t:ir.<agn mistake 

a i r . e .-or oversight, i t should fai l to make any -ach f i l i ng or si.ou 

6.5 Failure to 'fake in iv ind. Snou bi any P.. rt v fail :.. take in k md or -
ol Production, the Party acting as Unit Oaemaa-snail h a w the . ..;!.:. . 
owning such share, to purchase smb. share ra' us ov.i. ace,,..;,: at not 
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prevailing in the area for Product .o;. . , f Er.e kind ,.nd ,,.. a.• •. a r t . : : -... n .la. ; : , • ; , , , a i a a: :."t le. s 
than the price which i t receives thr .• . n sr.atv .-f Pso.L.o:. a.. piov,.;.- ; tu:.- a a • . • -. null re only 
for such reasonable periods oi tune a - are consistent v. •:!. ' b <• uu u i : : at :n • - o s n ; t,,e i:«iu.-'. r . a . ...tor *.':.•• 
circumstances, hut not to exceed one 11) year. Nij lvviihstamnim i ne i a eg,.nig, that < )p..- ator a i m 11 not 
sell or commit any Party's share oi gas Production to a sale without hirst giving such Party not ieaa than 
ninety taO) days' wr i t t en notice. 

6.6 Surplus Materials and Equipment. Materials ami equipment owned by tlie Parties or by any of 
them pursuant to this Agreement may he classified as.surplus by l ' n i t Operator when deemed by ;t lo be 
no longer needed in operations hereunuer. by giving to each. Party owning an interest therein notice 
thereof. Such surplus materials and equipment shall be disposed of as follows: 

A. Each Party owning an interest therein shall have the tagnt to take in Kind its snare of 
surplus tubular goods and other surplus items winch are susceptible of division in k ind , hv notice 
given to Uni t Operator wi th in t h i r t y '301 days after classification thereof as surplus, except that 
such r ight shall not apply to j u n k or to any item 1 ot her t lum tubular goods) having a replacement 
cost of less than Seven Thousand Five Hundred Dollars t$7,r>Ui>.00i. 

B. Surplus materials and equipment not divided in kind, other I ban junk and may item aa her 
than tubular goods) having a replacement cost of les*. than Seven Thousand Five Hundred Dollars 
($7,500.00), shall be sold to tlie highest bidder or ladders. 

C. Surplus materials and equipment am disposed , , f --, accordance with, the preceding 
provisions of this Section shall be disposed of as provided m Exhibit 1 

A RTH'EE 7 
PLANS OF D E V E L O P M E N T 

7.1 Submittal of Plans. Each plan for the development and operation o f t h e Unit Area shall be 
submitted by U n i t Operator to th.e Geological Survey in accordance wi th the U n i t Agreement and the 
fur ther provisions of this Art icle . 

7.2 Proposal. Un i t Operator snail ini t iate each, proposed plan by submitt ing the >an.e in wr i t i ng to 
each Party at least th i r ty (30) days before f i l i ng the same wi th tIn; Geological Survey If, w. tb in the 
30-day period above provided, such, plan receives the Approval o f the Parlies or no wr i t t en objections are 
received, then such plan shall b e tiled. 

7.3 Objections to P lan .Wi thm tiie 30-day period above piovided, any Party may submit to U n i t 
Operator wr i t t en objections to such phi;,. If, despite such object.ons, the plan receives the Approval of the 
Parties, then the Party making the objections may renew the same before the Geological Survey. 

7.4 Revised Plan. I f such plan does not receive the Approval of the Parties, and U n i t Operator 
receives wr i t t en objections thereto, then U n i t Operator shall submit to the Parties a revised plan, tak ing 
into account the objections made to the first plan. I f no plan receives the Approval of th.e Parties wi th in 
sixty (60) days from submission o f t h e fir.st plan, t hen L'nit Operator shall file wi th the Geological 
Survey -a plan reflecting as nearly as practicable the various view.-, expressed by tlie Parties. 

7.5 Rejection of Plan. I f a plaa filed ny Uni t Operator as above p i \ . \ sued .s regaled by the 
Geological Survey, Uni t Operator shall ini t iate a new plan in the same manner :.•» provided m Section 
7.2, and the procedure w i t h respect thereto shall be th.e same as m th.e case of an in i t ia l plan 

7.6 Notice of Approval or Disapproval, i f una when a plaa has beer, approved m a., approved by tbe 
Geological Survey, U n i t Operator shall give pmmpt notice thereof to e.;ch P.wiy. 

7.7 Supplemental Plans. I f any Parly .m Parties shall have elected to proceed wi th a D r i l . i . i g . 
Deepening, or Plugging Back operation in accord m-.ee wi th tiie provisions of this Agreement, ami such 
operation is not provided for in the then current plan of development appr./. ed bv the Ge nog ar... Survey. 
U n i t Operator shall either (a) submit to th.e Geological Survey for app.wva, . - ..apieimmtai plan 
providing for the conduct of such operation or tb; request the Geological Survey to consent to such 
operation, i f such consent is sufficient. 

7.8 Cessation of Operations Under the Plan. I f any phm approved by the Geological Survey 
provides for the cessation of any D r i l l i n g or other operation therein provided for on the happening o f a 
contingency and such contingency occurs. Uni t Operator shall promptly- cease such. Dial l ing or other 
operation and shall not incur any additional Costs in connection therewith unle - and un t i l such 
D r i l l i n g or other operation is again authorized, in accordance w i t h tE.s Agreement, oy the Parties 
chargeable w i t h such Costs and the Geological Survey. 

A R T I C L E s 
D E V E L O P M E N T W E L L S 

8.1 Purpose and Procedure, it i< the purpose d ' t l i a Article to set tic t h the ma a dure mr Dial l ing 
and Completing a Development Well 

8.2 D r i l l i n g . T h e D r i l l i n g o f a Devempa .ea t W e i l ahai! ne a... - ; ... ; . . . ^ h a e - o w . . m e m Set 

for th. 

A. Approval Required, i he Pr id ing ,,; a Development V.PE a :E; be -ao;em m -. :c.. 1 mi . l ing 
receiving the Approval o f t h e Parti,--, airless the P r i l l i ng of t i . , - m w , . . well is neie.--.«.y to 
prev ent the Ems ot a Commit ted WOPK mg later, -t in 'Pm -; i act old a nd m. wi: tc! :!. a: ,po - .m W.-E , to 
be Dril led. Vote by any Party in f i v e r oi E he Di a P i m: ot a a v such ... .-E aha ; 1 ma . w e cm, be .lee a. ed 
an election by such Parly to participate m the Cos is thereof hot >:.„;. m,. m v • p., ,--y 
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considers the D r i l l i n g of the well to be a . imsi out wu n ine , a,. .ur, an., economic do - earn meat ot t he-
part icipating area involved and has no objection to tne Drilling, t hei oof. 

B. Notice of Proposed D r i l l i n g . Subject to the provisions of Subdivision A of tins Section mm 
any Party wi th in a participating area may propose the Dial l ing o f a Development. Well therein by 
giving to each of the other Parties w i t h i n the part icipating area notice, specifying the location, 
depth, and estimated cost of the proposed well , which locution shall conform to any applicable 
spacing pattern then existing or tin approved exception thereto. 

C. Response to Notice. W i t h i n th i r ty CUB days oiler receipt of such notice, each Party w i t h i n 
such participating area shall advise al l other Parties therein whether or not it wi.-hes to participate 
in D r i l l i n g the proposed well . I f any Party fails to give such advice w i t h i n said .'10-day period, it shall 
be deemed to have elected not to participate in D r i l l i n g the propo-ed well, l f t i l l Parties w i t h i n such 
participating area advise that they wish to participate in D r i l l i n g the proposed wel l , then Uni t 
Operator shall D r i l l the well for tiie account of all such Parlies. 

D. Notice of Election to Proceed. Unless a l l Parties w i t h i n the participating area ugiee to 
participate in D r i l l i n g such well , then, w i t h i n t i l toom La > days alter expiration of the Uli-dav period 
specified in Subdivision C of this Section 8.2, each Party wit inn t he part icipating area then desiring 
to have the proposed we'd Dril led shall give to ti l l other Parties therein notice of its election to 
proceed wi th the Dr i l l i ng of said well . Failure to give such, 'notice shall be deemed an election not to 
participate in D r i l l i n g the well. ' • 

E. Subsequent Election. I f election to D r i l ! the proposed well is made, any Party wi th in the 
part icipating area who had not previously elected to participate therein may do so by r.otic- giver, t a 
Un i t Operator at any t ime before the well is spudded, in w hich event such Party shall be inc!uded in 
the D r i l l i n g Party. However, such Party shall be bound by any and till Directions and Approvals 
theretofore given by the D r i l l i n g Party concerning the Dr i l l i ng o f t h e well. 

F. Ef fec t of Election. I f one or more, but not a l l , of the Pai'.ies w it bun t he nan impaling area 
elect to proceed wi th the Dr i l l i ng o f t h c well . Un i t Operator dud I Dr i l l t lie we! 1 for the amount of 
such Party or Parties, who shall constitute the Diall ing Party, on an Acreage Basis among them­
selves, or on such other basis as said Parties may specify. 

G. Rights and Obligations of D r i l l i n g Party and Non-Dr i l l ing Party. W h c t i r a c a Develop­
ment Wel l is Dri l led otherwise than for the account of all Parties w i th in the part .c.paling area 
involved, the provisions of Art ic le 12 shall be applicable to such operation. 

8.3 Attempted Completion. Tlie attempted Completion of Development Weils Dialled to their 
projected depths shall be governed by the following provisions 

A. Notice by Unit Operator. Af te r a Development Well !ms reached its projected depth and 
been tested, logged, and logs furnished to each D r i l l i n g Party, but before production pipe has been 
set, Uni t Operator shall give notice thereof to each Dr i l l i ng Party. 

B. Right to Attempt Completion. Each D r i l l i n g Parly shall have the right to ini t iate a 
proposal to attempt the Completion of such well and also shall be entitled to participate in the 
Completion attempt. 

C. Time and Manner of In i t i a t i ng Proposal. A period of twenty-four i dP hours i exclusive of 
Saturdays, Sundays, and holidays) f rom and alter receipt o f t h e notice given pursuant to Subdivi­
sion A of this Section 8.3 shall be allowed w i t h i n which a Party entitled to do so may init iate a 
proposal to Complete. Any such proposal shall be ini t iated by giving notice thereof to Uni t Operator 
and to each D r i l l i n g Party. I f no such proposal is ini t iated wi th in said period ami . . . . a her proposal is 
initiated pursuant to Art ic le 11, U n i t Operator shall plug and abandon the- well for the account cf 
the D r i l l i n g Party. 

D. Election. I f a proposal to Complete is ini t ia ted, each D r i l l i n g Party shah nave a per.oci of 
twenty-four (24) hours (exclusive of Saturdays, Sundays, and holidays) f rom turn after receipt of 
such proposal w i t h i n which to not i fy Uni t Operator whether or nm. it elects to participate .a the-
Completion attempt. The failure ofa Party to signify its elect ran wt; bin said 2-1-hour period shall be 
deemed an election not to participate in the Completion attempt. 

E. E f fec t of Election. The Party or Parties electing to participate in an attempt to Complete a 
well as above provided shall constitute the Completing Party tor such operate a. Kuch Party wdio 
was entit led to make such election but failed to do so as above provided shall hr a Non-Completing 
Party w i t h respect to such operation. Such operation shall be conducted by P m : Operator tor the 
account o f t h e Party or Parties constituting the Completing Party, on an Acreage Basis among 
themselves, or on such other basis as the Completing Party urny specify. Sucn operation, it 
successful, shall include Equipping the wadi for production 

F. Rights and Obligations of Completing Parly and Non-t 'omp lei ing P a r t i . Up..:; the com­
mencement o f a Completion ojier.it ion otherwise then lor Ihe account of ail Prbi:rm r Parties, the 
provisions of Art icle 12 shall be applicable io sucn operation 

G. Notice Prior to Plugging. Before plugging and abaadoiiing any Development Wei! which 
was Dri l led to its projected depth ar.d tag completed ..s a produce!- at turn,/.at stances. Un i t 
Operator shall give the notice' specified in Section 1 I . ] A, unle>- ever*' Parte eat i ;b • i to the notn.-
has consented to the plugging and abandonment of such well , m v. ham .-. • ee. P m ; Apnea ,•: -had 
plug and abandon the well for the account of th.e Completing Pari . . P; . a.e ga. mg of -uch mu.ee. 
the provisions of Art ic le I I shall apply. 
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EXPLORATORY WELLS 

9.1 Purpose and Procedure. Pt is ihe purpose of this Article to ..rt forth tlie piocedure for Driil.ng 
»nd Completing an Exploratory Well. 

9.2 Drilling. The Drilling of an Exploratory Well shall tie pursuant to the procedure herein set 
orth. 

A. Notice of Proposed Drilling. Any Party desiring the I )ril ling of an Exploratory Well on land 
in which it owns a Committed Working Interest shall de-agnate un an-a. herein called a Drilling 
Block, not to exceed . 640 acres, which, on the basis ofnvailabie geological infonnation, v. i i i , in 
its judgment, be proved productive by tbe Drilling of such well, l 'nit Operator and each Party 
within the Drilling Block shall be furnished with ti plat and description of the area so designated, 
together with notice ofthe location, objective formation, est hunted depth, ami est i ma ted cost of the 
proposed well. The location ofthe proposed well shall conform to any applicable spacing pattern 
then existing or an approved exception thereto. The Drilling Hlock shall include no land in ar. 
established participating area for the objective lot amp km for the wadi to be Dial led the icon nor any 
land included in a proposal therefor filed with the C.eological Survey nor any land within an active, 
previously designated Drilling Block for such formation The Drilling Block shall be considered 
active for ninety (90) days after the designation thoreq. and, if the actual Drilling of a well is 
commenced thereon wdthin such period, until either 

(1) the Completion of the well, i f it is completed otherwise than tr- a produce: of unitl/eU 
substances in paying quantities, either at its original projected depth or. if Deepening or 
Plugging Back operations are conducted, at any other projected depth; or 

(2) the filing with the Geological Survey ofa proposal tor the establishment or revision ofa 
participating area if the Completion ofthe wadi results in the filing of such proposal. 

B. Basis of Participation. Each Party within the Dialling Block shall he eiitit ha to participate 
in the Costs of Drilling the proposed wel! on an Acreage Hasis hut shall be required to do so only if it 
notifies the other Parties within the Drill ing Block of its willingness so to participate, a-, hereinafter 
in this Article 9 provided. 

C. Exclusion of Land From Proposed Drilling Block. Within thirty ASO i days- alter receipt of 
such notice, any part ofthe land included in the proposed Dialling Block may be excluded therefrom 
at the Direction ofthe Parties therein. In such event the proposed Drilling Block, as reduced by the 
exclusion of such land, shall be established as the Drilling Block. In the absence of any such 
Direction, then, at the expiration of said 20-day period, the proposed Drilling Block snail be 
established as the Drilling Block. 

D. Preliminary Notice to .loin in Dialling. Within ten 110) days alter the establishment ot the 
Drilling Block, each Party within such Drilling Block shall advise all ot her Part a.-; here: n whether 
or not it wishes to participate in Drilling the proposed well. If any Parly fails !o op- e such advice 
within said 10-day period, it shall be deemed to have elected not to participate in Drilling the 
proposed well. I f all Parties wdthin the Drilling Block advise that they wish io part icipate hi Dialling 
the proposed well, then Unit Operator shall Drill the well for the account of all such Parties 

E. Notice of Election to Proceed. Unless all Parties within tlie Drilling Block agree tc 
participate in Drilling such well, then, within fifteen 1151 days after expiration of tiie 10-bay period 
specified in Subdivision D of this Section 9.2, each Party within th.e Dialling Block then uesirmg to 
have the proposed well Drilled shall give to all other Part ms therein notice of its election to proceed 
with the Drilling of said well. Failure to give such notice shall be deemed an election not to 
participate in Drilling the well. 

F. Subsequent Election. If election to Drill the proposed well is made-, t-.ni Party within the 
Drilling Block who had not previously elected to participate therein may do so by ma ice given to all 
other Parties within the Drilling Block at any time before the well is spudded, in which event such 
Party shall be included in the Drilling Party. However, such Party shall be bound by any and all 
Directions and Approvals theretofore given by the Drilling Party concerning the Drill ing ofthe 
well. 

G. Effect of Election. I f one or more, but not all, of th.e Parties within the Drilling Block elect 
to proceed with the Drilling ofthe well. Unit Operator shall Drill the well for the account of such 
Party or Parties, who shall constitute the Drilling Party, on an Acreage IC..-.. s among themselves, or 
on such other basis as said Parties may specify. 

H. Rights and Obligations of Drilling I'a rty and Non-Drilling i'.n t>. Whenever an Explora­
tory WeU is Drilled otherwise than for Hie account of all Part tes w r Sua th.e Dialling Block involved, 
the provisions of Article 12 shall be applicable to such operation 

9.3 Attempted Completion. The attempted Completion of Expl.,. y E' -ih arm,-, m their 
•jrejected depths shall be governed by tae ;-da,,-.:nprovisions-

A. Notice by L'nit Operator. At ter an Exp.oj-.mry Wei i ha> reac.e.: , • ,.. • -. m - P. eg: a am! m.s 
been tested, logged, and logs furnished to eacn Drilling Party, but befoi e pi.. mcma. tape has aee.i 
set, Unit Operator shall give notice theieof to each Drilling Parly. 

B. Right to Attempt Completion. Each Drilling Party -md: h.,ve he r.gm *... mumm a 
proposal to attempt tlie Completion of such well and ;;Po --hah ehtitb-a ;• '...-a...nam ... 
Completion attempt. 
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C. Time and .Manner of I nit iat ing P r o p i » a i . A permit ' v:><v,<\ j u r -d•! I huurs iexclusive uf 
Saturdays. Sundays, and holidays; from and alter rer.-.p; ul tne notice given pursuant to Subdivi­
sion A of this Section !Cl shall be allowed w i t h i n .vtitch a I 'arty entitled to do so may init iate a 
uioposal to Complete. Any such proposal shall he init iated h> giving no, we thereat to Uni t Operator 
and to each D r i l l i n g Party. I f no such proposal is ini t iated w i t h m said period and no other proposal is 
ini t iated pursuant to Art ic le 11, U n i t Operator shall plug and abandon the well for the account of 
the D r i l l i n g Party. 

D. Election, l f a proposal to Complete is ini t iated, each Party entitled In participate m the 
Completion attempt shall have a period of twenty-four > 2 11 hours i exel usi ve oi Sat urdays, Sundays, 
and holidays) f rom and after receipt of such proposal w i t h i n which to notify Uni t Operator whether 
or not i t elects to participate in the Completion attempt. The fai lure ofa Party lo signify its election 
w i t h i n said 24-hour period shall be deemed an election not to participate in the Completion attempt. 

E. Ef fec t of Election. The Party or Parties elect ing to part icipate in an attempt to Complete a 
well as above provided shall const i t i tle the Completing Par ty for such operation. Each Pm I v who 
wasent i t led to make such election but failed to-do so a> above provided shall Oe a N.m-t 'ampietu.g 
Party wdth respect to such operation. Such operation shall be conducted by Uni t Operator for the 
account o f t h e Party or Parties constituting the Completing Party, on at, Acreage Busi- .among 
themselves, or on such other basis as the Completing Party may specify. Such, operation, if 
successful, shall include Equipping the well for production. 

F. Rights and Obligations of Completing I 'arty and Non-Completing i 'a r ty . Upon th.e com­
mencement o f a Completion operation otherwise than for th.e account of ai l D r i l l i n g Parties, the 
provisions of Art ic le 12 shall be applicable to such operation. 

G. Notice Prior to Plugging. Before plugging and abandoning any Exploratory Well which 
was Dri l led to its projected depth and not completed as a producer of unitized substances, U n i t 
Operator shall give the notice specified in Section 11.1 A, unless every Party entitled to the notice-
has consented to the plugging and abandonment of such well, in w hich event Unit Operator shall 
plug and abandon the well for the account o f the Completing Party. Upon th.e giving of such notice, 
the provisions of Ar t ic le 11 shall apply. 

A R T I C L E 10 
R E Q U I R E D W E L L S 

10.1 Def in i t i on . For the purpose of tins Art icle , a well shall be deemed a Required Well i f the 
D r i l l i n g thereof is required by a f ina l order of the Geological Survey. Such an order shall be deemed final 
upon expiration o f t h e time allowed for appeal therefrom without tiie commencement of appropriate 
appeal proceedings or, i f such proceedings are commenced w i t h i n said time, upon tlie final disposition of 
the appeal. Whenever U n i t Operator receives any such order, it shall promptly mail a copy thereof to 
each Party. I f any such, order is appealed, the Party a ppo.nl i ng shall give prompt not ice thereof to Unit 
Operator and to each o f the other Parties, and, upon final disposition o f the appeal, Unit Operator shall 
give each Party prompt notice of the result thereof. 

10.2 Election to D r i l l . Any Party desiring to D r i l l , or to participate in th.e Dr i l l i ng of, a Required 
Well shall give to Uni t Operator notice thereof w i t h i n th i r ty ibl) ' days after tne order requiring such well 
becomes final or w i th in such lesser time as may be requi rod to insure compliance wit h such order. I f such 
notice is given w i t h i n said period. U n i t Operator snail D r i l l tiie Required Well f- r the account of tae 
Party or Parties giving such notice; provided, however, i l the Required V. ell is Peve.opa.ent Wel l , i t 
shall not be Dr i l l ed unless i t receives the Approval o f the Parties wi th in th.e part icipating area involved. 
A l l r ights and obligations wi th respect to the ownership of such wel l , t he operating rights therein, the-
Production therefrom, and the bearing of Costs incurr.-d therein shall be the same ;.s i f the well had been 
Dri l led under Art ic le 8, i f the same is a Development Well , or under Ar t ic le b, i f tne same is an 
Exploratory Well or a Subsequent Test Well . 

10.3 Alternatives to D r i l l i n g . I f no Party elects to D r i l l a Required Wel! w i t h i n the period allowed 
for such election, and i f any of the fol lowing alternatives is available, tiie f u s t such alternative which ns 
available shall be followed: 

A. Compensatory Royalties, l f compensatory loyalties nmv be paid in lieu of D r i l l i n g the well 
and i f payment thereof receives, w i t h i n said period, the Approval of the Parties who would be 
chargeable w i t h the Costs incurred in D r i l l i n g the well i f the well were Dri l led as prov ided in 
Section 10.4, Uni tOpera torsha l l pay such compensatory royalties for the account of said Parties; or 

B. Contract ion. I f the Dr i l l i ng o f the well may be avoided, wi thout other penalty, by contrac­
tion of the U n i t Area, Un i t Operator shall make a reasonable etibr' to effect s..ch contraction; or 

C. Terminat ion. I f the lb mured Well is a Subsequent 'lest Weil, the Parties shall jo in m 
termination o f t h e Phut Agi- eaa-m a, a.-aahmce with, its p,av,- (.,..-. 

10.4 Required D r i l l i n g . I f none oi i h e i . . t . going alternative- m. : •....Una Opetmli.r >h;.ii D r i l l 
the Required Well under whichever ot the loHowing j . ; .»\ i.-ions is appiic.am-

A. Development WeU. I f t lie Required Weil is a Development Wei i . it -mi l l be Dri l led by Unit 
Operator for tlie account of ail Part les wit mn the part ioipaiu.g are.. ^ . rh t he well I.- Dia i E-d; or 

B. Exploratory Weil . I f the Required Well is an E xpioi at o: y Wei., c a Dr i l l i ng Block mr . ..ch 
well shall consist uf al l forty i -lu i acre -uhdi visions and i,.i> of t he i 'un.u Pm .a a arvey of w a mm more 
than one-half of the surface area is v- a.h.m a distance of 2,*i-lu »',.,.• amtn the p : . - d Eat mm hob-
location of such well , but excluding therefrom ail lauds w i t h i n anv ;,... ; map., trng area the:mmmrc 
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established for the pool or zone to whicr. ti.e well i> m m- . x amm i i. ; i wperatorstmi! Dr.:! -vich well 
forthe account of all the Parties owning Cont nutted Working lute! s w tt Em llm Drilling BEak, on 
an Acreage Basis among theim elves and no such i'arty shall have tin- right to elect not to 
participate in the Drilling of said well. 

ARTICLE 11 
DEEPENING, PLUGGING BACK. AND ABANDONMENT 

11.1 Attempted Deepening or Plugging Back. Tlie attempted I leepenmg or Plugging Back of wells 
not completed as producers of unitized substances at their original projected depths shall he governed by 
the following provisions of this Section 11.1 and by the provisions of Section 11.2. unless every Party-
entitled to the notice provided for in Subdivision A of thus Section 11.1 has corn-en tea to the plugging and 
abandonment of such well: 

A. Notice by L'nit Operator. Bet'ore abandoning any wel I which has been Drilled to us original 
projected depth but not completed as a producer ol unitized substances. Cmt Operator shall give 
notice of its intention to plug and abandon sucti wel i Lo each Drilling Party and Non-Dial ling Party. 

B. Right to Initiate Proposal. Each Party who participated in the Drilling ofa well concerning 
which notice is given in accordance with Subdivision A of this Section 1 ! 1 and any other Party 
owning a Committed Working Interest in tlie tract of km .Em which the well is located may initiate a 
proposal to attempt to Deepen or Plug 'Back such well, provide"!, however, it tlie v. ell was Drilled a* a 
Development Well, a proposal to Deepen or Plug Back may be initiated on'y by a Party owning a 
Committed Working Interest in the tract of land on which the weii is located. 

C. Right to Participate. In order to be entitled to participate in a Deepening .,r Plugging Back 
operation, a Party must have the right to initiate the same or must own a Committed Working 
Interest in the Drilling Block theretofore established for Drilhng tiie wei! involved; if no Drilling 
Block was theretofore established for Drilling such well, the Drilling Block for such Deepening or 
Plugging Back operation shall be established automatically in accordance wit!-, the provisions of 
Subdivision B ofSection 10.4, which shall be applicable hereto. 

D. Time and Manner of Initiating Proposal. A period of twenty-four i 24 • hours u-xchisi\eof 
Saturdays. Sundays, and holidays) from and after receipt ofthe notice given pursuant to Subdivi­
sion A of this Section 11.1 shall be allowed within which a Party entitled to do so may initiate a 
proposal to Deepen or Plug Back. Any such proposal shall be initiated by giving notice thereof to 
Unit Operator and to each Party entitled to participate in the proposed operation. If no such 
proposal is initiated within said period. Unit Operator shall plug and abandon the well for the 
account ofthe Completing Party if a Completion attempt was made or, if not, then for the account of 
the Drilling Party. 

E. Election. If a proposal to Deepen or Plug Back a well is initiated, each. I'arty entitled to 
participate in the operation proposed shall have a period of forty-eight aim nours (exclusive of 
Saturdays, Sundays, and holidays • from and after receipt of such proposal within which to not ity 
Unit Operator whether or not it elects to participate in the propo.-ed operation. Tlie f.u i are oi a Parly 
to signify its election within said 48-hour period shall be deemed an election not to participate in the 
proposed operation. 

F. Effect of Election. The Party or Parties electing to participate in ar. operation to Deepen or 
Plug Back a well as above provided shall constitute the Participating Party for sac;: operat am. Each 
Party who was entitled to make such election but failed lo do so as above provided shall be a 
Non-Participating Party with respect to such operation. Such operation shall he conducted by Unit 
Operator for the account of the Party or Parties constituting the Participating P a r t y . a a Acta age 
Basis among themselves, subject, however, to the provisions of Seel am I l.'d and .section 1 Pa If the 
Party or Parties making such election do not proceed with the operation, the Costs incurred m 
plugging and abandoning the well shall be charged and borne as part of th.e Costs incurred in 
Drilling the well. 

G. Rights and Obligations of Participating I'arty and Non-Pai iiripat ing Party. Upon, the 
commencement ofa Deepening or Plugging Back operation oiherwi.se them tor the account ot all 
Parties entitled to participate therein, the provisions of Article Id shall be applicable to such 
operation. 

11.2 Deepening or Plugging Back to Participating Area. If a w ell with ut i he su: face boundaries ut 
a participating area is to be Deepened or Plugged Back to the poo! or /one tor winch Mich participating 
area was established, such operation, including the Cnmplel ion of sm b. well, may lie conducted only if it 
receives the Approval of the Parties within such participating uica, and mdv up.m such terms ami 
conditions as may be specified in such Approval, ana upon sach lori her lerms mi . ami it ion-- as may he 
agreed to by the Parties owning mimesm m the well mamdimeiy prior i •• the cm..meucemcul : any 
such Deepening or Plugging Back ope: aaa; 

11.3 C o n f l i c t s . I f c o n f l i c t i n g e lect ions n, ; g,.p; to Deep.-.'! or p , „ P... e in ,,e. a d. . iwe 

•.vith the provisions of th;s Article 11, j reference si.;.!! be given fma .. ! .•-.•lt.m.mg IE am. if a 
Deepening attempt does not result in completion , . f the well as a producer ot ..mtm . -absm.a o, ban 
Operator shall again give notice in accord am e with Subdivi.s.on A of Sect ion "ILL m-fore piug„m„ and 
abandoning the well. 

11.4 Attempted Completion. Tlie atmatpted Completion „f .-.ells Deepened a Ptu...;<-.! Back to 
Eneir projected depths, except wells Deepened or Plugged Back to a pa 11 .ct;-;.t, ag .aa-o. sita! 1 be gova-n.e.; 
by the provisions ofSection 9.3, unless every Participating I'arty has consented :„ urn plugging m.d 
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abandonment of such well, in which event. Unit Operator.shall plug and abandon the well lorthe account 
.f the Participating Party. 

11.5 Abandonment of Producing Wells. A well completed as a producer of unitized substances 
ith in a participating area shall be abandoned for plugging if and when abandonment thereof receives 

the Approval ofthe Parties within such participating area, subject, however, to tiie provisions ot cectton 
11.6. The abandonment ofa well completed as a producer but not included m a participating area shall 
ae governed by the following provisions: 

A. Consent Required. Such well shall not be abandoned for production from the pool or zone in 
which i t is Completed, except with the con.-enl of ail Parlies then owning the well. 

B. Abandonment Procedure. 1 f the abandonment of such weii receives the Approval ot the 
Parties who own the well but is not consented to by ail such Part ms. Unit Operator .sha 11 give not ice 
thereof to each Party, if any, then having an interest in the-well who did not join in such Approval. 
Any such non-joining Party who objects to abandonment ofthe well (herein called .Non-Abandoning 
Party) may give notice thereof to all other Parties (herein called Abandoning Parties) then having 
interests in the well, provided such notice is given within thirty <.'JO) days after receipt of the notice 
given by Unit Operator. I f such objection is so made, the Non-Abandoning Party or Parties shall 
forthwith pay to the Abandoning Parlies their respective shares ofthe Salvage V .aae ofthe well. 
Upon the making of such payment, the Abandoning Part ies shall he deemed to have relinquished to 
the Non-Abandoning Party or Parties' all their operating rights and working interest in the well, 
but only with respect to the pool or /.one' in which it is then ('om pie ted. and till their interest in t he 
materials and equipment in or pertaining to the well. If there is more than one Non-Abancioning 
Party, the interests so relinquished shall be owned by the Non-Abandoning P.. a a - in the propor­
tions which their respective interests in the well bear to the total of their iniere.-ts therein 
immediately prior to such relinquishment. 

C. Rights and Obligations of Non-Abandoning Party. Alter the relinquishment above 
provided for, such well shall be operated hy Unit Operator for the account ofthe Non-Abandoning 
Party or Parties, who shall own all Production therefrom and shall boar all Costs, Lease Burdens, 
and other burdens thereafter incurred in operating the well and plugging it when abandoned 
(unless the well is taken over for Deepening or Plugging Back ;s hereinafter provided i and a iso the 
Costs of any additional tankage, How lines, or other facilities needed to measure separately the 
unitized substances produced from the well. Costs shall include an overhead charge computed a" the 
highest per well rate applicable to the operation of.a single producing well ,u accordance with 
Exhibit 1, if such rate is provided. 

D. Option to Repurchase Materials, i f a well lain ei ov.c hy the NomAm.ndonmg Party or 
Parties as above provided is abandoned for plugging wit ran six oh months alter relinquishment by 
the Abandoning Parties of their interests therein, each Abandoning Parly shall nave the right at its 
option to repurchase that portion of liie materials and equipment salvaged ;r. m tbe well whten is 
equal to the interest relinquished by it to the Non-Abandoning Party or Part i s. at th.e value 
previously fixed therefor. Said option may be exercised only by notice given to Unit t quavalor and to 
the Non-Abandoning Party or Parties within fifteen (Pa) days alter receipt oi tna notice given by 
Unit Operator pursuant to Section 11 .fj . 

11.6 Deepening or Plugging Back Abandoned Producing Wells. Before plugging any wel! au­
thorized for abandonment pursuant to Section 11.5. Unit Operator smd! give notice io the Party or 
Parties owning Committed Working Interests in the tract ofland upon which the well is located, which 
Parties, for the further purposes of this Section 11.6. shall constitute the ParGesentitled u. initiate and 
participate in a proposed Deepening or Plugging Back operation. Within ten i Hn days alter receipt of 
said notice, any such Party desiring the Deepening or Plugging Back of -uch well shall give notice 
thereof to Unit Operator and to each Party entitled to participate in the proposed operation; and all the 
provisions of Subdivisions E, F, and G of Sect ion 11.1 shall apply in the some manner as if the proposed 
Deepening or Plugging Back were a propositi for the Drilling "fan Exp,oratory Weil, subject, however, to 
the provisions ofSection 11.2 and Section 1 Pm If no Party giv es not aa - of desire to 1 mcpen or Plug BacK 
such well within said period often < lOidays. or if such taa ice is given i.,a no party elects to proceed with 
the Deepening or Plugging Back ofthe well within the tune spec m .a the,.mm L;, a '. )per.. .or snail plug 
and abandon the well for tiie acc unit of the Em :y or Parl.--s nwmag the we.. 

ARTICLE id 
RIG111S AND OBLIGATIONS Of DP I LL I V . 

PARTY AND NON-DRILLING PARTY 

12.1 Use of Terms. As used in tins Ai tide, lue terms " Driii i ng PaM v" and N .m-Dri 111 :.g Party ' are 
to be understood as including "Completing Party" and "Non-(\,;apie:;:%' Party and "Partic;p..:.ag 
Party" and "Non-Participating i'arty", respectively, as such terms a. • . ai m Article.- m b ami IP 

12.2 Scope of Article. The' rights a..a obi: gat ions ol : he D: ii i i ug i ' miy a nu N.m - Dri 1 h i:g Par: y w a a 
respect to a well which is Drilled, Deo pom-a, Plugged Back, or Comp.. a. .. .a a, a .-. . - .• t mm a : • i t.e ; met ami 
of all Parties entitled to participate therm:-, shall be governed by t : i C . ucce.-mm- pr. •• ..-ions m. d h.s Art.cm 
12. 

12.3 Relinquishment of Interest by Non-Drilling Party. When .. well is D;am . i , Deepened, P.ag 
" " ' . •;. i a .,,,. . • ea,,.,t,, • j . , . , , , , P i i c n 
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working interest in and to such weii. in the c...-o . t o i . . . id . , ta. .:'., N - n d P d im; ; 
Party owned an interest sr. the well itiiii.ea.atei> prior " ;::e I >• . a or mugging r..m... • '..<• Dia in m: 
. 'arty shall pay to such N o n - D n l l i n g I 'arty its share o: the .- .:>. • a • V; : , ue otd he •-. e!!, -acn a.a, me:a. to he 
.nado at the t ime the well is taken over by the D r i l l i n , : h .mv for Deepening or Plugging Pack. 

12.4 Reversion of Relinquished Interest. I t ' the well is completed as a producer oi unitized sub­
stances and is a Development Well or results in the establishment or enlargement ofa part icipat ing area 
to include such we'll and if, by reason thereof, then- is included in such part icipating area any land 
wi th in the D r i l l i n g Block in which a Non-Dr i l l ing Party own- a ( 'ommitted Working interest, then tiie 
operating rights arid working interest relinquished by such Non-Dr i l l ing Party shall revert to a at such 
time as the proceeds or market value of that portion o f the Production obtained from the well alter such 
relinquishment which is a 1 located to a l i the acreage of such Non-Dr i l l ing Party in the pat t ic ipat ing area 
involved (after deducting from such proceeds or market value all Lease Burdens and ai l taxes upon or 
measured by Production that are payable up to such t ime on said portion of the Production from such 
well) shall equal the total o f t h e fol lowing: 

200% r 

A. i O W of that portion of th.e Costs incurred tn Equipping the well and in opei a'uag th.e well 
after such relinquishment, and up to such time, thmt v..-m!d have been cam..god to such. Non-Dr i l l ing 
Party had the well been Dri l led. Deepened, Plugged Back, or Completed and Equipped for the 
account of al l Parties entitled to participate -therein • . 

3. SOO-^e of that portion of the Costs incurred m Diapm.g, Deepening. Plugging Back, ,r 
Completing the well that would have been charged to such. Non-Dr i l l ing Parte had the well been 
Dri l led, Deepened, Plugged Back, or Completed and Equipped for the account of a l l Parties entitled 
to participate therein. 

However, i f such well is subsequently Deepened or Plugged Back. ; ken *1 - any payment made to such 
Non-Dr i l l ing Party as its share o f the Salvage Value of the well in accordance wi th Section Pd.d shall be 
added to and deemed part of the Costs incurred in operating tin- weii . fo;' tne purpose.- of Subdivision A 
above, and (2) i f such Non-Dr i l l ing Party did not participate ir. t he in i t i a l D r i l l i n g o f t h e -.-.011. mm the 
D r i l l i n g Party did participate therein, and i f the interest relinquished 1 -y -uch N.m - Dr:: b u g 1 'arty upon 
the in i t i a l D r i l l i n g of the well had not reverted to it before sucn Deepening or Pluggmg Back, then, for 
the purposes of Subdivision B above, there shall be added to and d.-e.m.-d part of tlie Costs incurred in tin-
Deepening or Plugging Back the then unrecovered portion ofthe Costs t m a r red n. ti;..- . n i t i n l D r i l l i n g of 
the well down to the pool or zone in which such well is completed as a producer of unitized substances as a 
result of such Deepening or Plugging Back. 

12.5 E f fec t of Reversion. From and after reversion to a Non-Dr i l l ing Parly of ns relinquished 
interest in a well , such Non-Dr i l l ing Party shall share, on an Acreage Basis, in th.e ownership of the well , 
the operating rights and working interest therein, the materials and equipment in or pertaining to tne 
well , the Production therefrom, and tiie Costs of operating tlie well . 

12.6 Rights and Obligations of Dr i l l i ng Parts. The D r i l l i n g Party for wiaan a well is Dril led, 
Deepened, Plugged Back, or Completed shall pay and bear ali Costs incurred I hei ein and snail own th.e 
well , the materials and equipment in the 'well or pertaining thereto, and the Production therefrom, 
subject to reversion to each Non-Dr i l l ing Party of its relinquished interest in tio- w-P, i f the well is a 
Development Well or results in the establishment or enlargement ofa pnriieipat ing ate,, to include the 
well, then, un t i l reversion to a Non-Dr i l l ing Party of its relinquished interest, t he I h i l l ing Party shall 
pay and bear (a) that portion of the Costs incurred in operating th.e > . u ! i thmt otherwise would la-
chargeable to such Non-Dr i l l ing Party, and tin all Lease Burdens that are payable w i th respect to that 
portion of the Production from, such well which is allocated to the acreage of such. Non-Dr i l l ing Party. I f 
the D r i l l i n g Party includes two or more Parties, the burdens imposed upon and i m beaetPs accruing tc 
the D r i l l i n g Party shall be shared by such Part.es on an Acreage Basis among themselves. 

12.7 Accounting Due Non-Dr i l l ing Party, i n lhe event a relinquishment of interest by a Non-
Dr i l l i ng Party occurs pursuant to any provision of this Agreement wi th respect to any well and 
Production is had from such wel l . Un i t Operator shall furnish each Non-Dr i l l ing Party, upon its request, 
all information referred to in Subdivision F ofSection 16.1 and, m addition, the following: 

A. an itemized statement o f the Costs of th.e operation in which tire Non-Dr i l l ing Party dki not 
participate; and 

B. un t i l reversion occurs, a monthly itemized statement of t he Costs t ncurn-d i n operating said 
well , the quanti ty of Production obtained therefrom, the proceed.-, received from the sale of such. 
Production, and the Lease Burdens paid wi th respect thereto. 

12.8 Stand-By Rig Time. Stand-by time for ; .ne rig on a wel 1 for t he period of time a! lowed lor the 
ini t ia t ion of a proposal and for tbe response therein shall be charged and borne as part of tne Costs 
incurred in the operation just completed Stand-by time subsequent to said penoo . :" time shall be 
charged to and borne as Costs incl ined in th.e proposed operation, unless no Party elected m participate 
therein. 

12.9 Subsequently Created Lea-e Pm ideas. ,\ n va h i ng he: •-, u a. P iece . ; : , m ,,t.% a a-: md:: m. if, 
-ubsequent to the date of this Agreement. ,mv p.. rty m .•..:-• ,.v eia am.-- r. v,.',;v. a. - -dm • am 
payment, net proceeds interest, carried inteie-g, or anv .-ti.er uu.-re-i m.t .-• us P aaaitted W.mking 
interest and at any time become a N.m-Driimag Part;, wi th iv.-pec; a. ;mv"aj.. .aa et.nduc: •'• under 
this Agreement, then the Dr i l l i ng Party entitled to receive the sh.m • : P....;...-:.. s. a which ;.m 
Non-Dril ling Party would otherwise he entitled sh.-.i I recede the -, (me ;rei • -.u . •: a n v such im. tie:;. 

and the Non-Dr i l l ing Party who created such burden shall m.lu ;m- Pi i l img P;,. :-, harmi.-- - va: a re-pee! 
thereto. 



i V ' * i . 'G ' Jh TA.N w ' a ' s,b;:, ' • •'• , , ' . 

Ff i rn i 2 i D iv ided interes!) 

' F-e-oruary, -1980 

A R T I C L E A: 

A D J U S T M E N T O N E S T A B L I S H M E N T <>K C H A N C E U F 

PARTICIPATING AREA 

13.1 When Adjustment Made. Whenever, tn acconmm «.• with the l 'n i t Agreement, a participating 
area is established, or revised by contraction or enlargement, and whenever two or more partic.paling 
areas are combined t tlie participating a rea resulting from such est a bl; shine nt, re ve-iom or comm nation 
being hereinafter referred to as a "resulting area"), tin adjustment shall be made in accordance with the 
succeeding provisions of this Article 13, as of tbe date on which the establishment, revision, or 
combination that creates such resulting area becomes effective, such date being tieretnatler reh rred Lo 
as tlie "effective date" of such resulting area. For t he purposes oft hi- A rticle Id, all Costs of a usable well 
shall be deemed to have been incurred on the date the well was Completed. 

13.2 Definitions. As used tn this Article Id: 

A. "Usable well" within a resulting arena means a well which is either • 11 completed in and 
capable of producing unitized substances from a pool or /.one for which the resulting area was 
created or (2) used as a disposal well, injection, well, or otherwise in connection with tiie production 
of unitized substances from such resulting area. 

B. "Intangible value" ofa usable well within a r>'.-u il ingaioa mean-the .amount of those Co.-is 
incurred in Drilling, Completing, and Equipping su .'.veil, down, to the deepe.-t poo', or zone for 
which such resulting area was created, which comrumte to th.e production a unitized substances 
therefrom and which are properly classified as intangible c.sts in conformity with accounting 
practices generally accepted in the industry, reduced at the following rates for each month during 
any part of which such well was operated prior to the effective date of such, resulting area: 

(1) 0-5 % per month for a cumulative total of Od months, and 

(2) Co per month for each month in excess of stud cumulative total. 

C. "Tangible property" serv ing a resulting area means anv kind of tangible property t whether 
or not in or pertaining to a well) which has been acquired for use in or in connection with the 
production of unitized substances from such resulting area or any portion thereof, and the cost of 
which has been charged as Costs pursuant to this Agreement. 

D. "Value" of tangible property means the amount of Costs incurred in the construction or 
installation thereof (except installation costs properly classified as part of tiie intangible costs 
incurred in connection with a well), reduced, in the case of tangible property which is generally 
regarded as depreciable, at the rate of 0.5 r'r per month for each month during any part of which 
such well has been operated prior to the effective date of such resulting area. 

13.3 Method of Adjustment on Establishment or Enlargement. As promptly as reasonably possi­
ble after the effective date of a resulting area created by tlie establishment or enlargement of a 
participating area, and as of such effective date, an adjustment shall he made in accordance with the 
following provisions, except to thc extent otherwise specified in Section Rio: 

A. The intangible value of each usable well witlitn-such resulting area on the effective date 
thereof shall be credited to the Party or Parties owning such well i m mediately pr.or to such effective 
date, in proportion to their respective interests in such well immediately prior to such effective date. 
The total amount so credited as the intangible value of usable wells snail be charged to all Parties 
within the resulting area on an Acreage Basis. 

B. The value of each item of tangible property serving the resulting area on tne elf ecu ve date 
thereof shall be credited to the Party or Parties owning such item immediately prior to such 
effective date, in proportion to their respective interests m such item immediately prior to such 
effective date. The total amount so credited as the value ofthe tangible property shall be charged to 
all Parties within the resulting area on an Acreage Basis. 

C. If a resulting area, on the effective date thereof, is served by any tangible property or usable 
well which also serves another participating area or other participating areas, the value of such 
tangible property and usable well iincluding the intangible value thereofi shall he determined sn 
accordance with Subdivision D ofSection 13.2, and such value shall be fairly apportioned between 
such resulting area and such other participating area or areas, provided that such apportionment 
receives the Approval ofthe Parties in each participating area concerned. That portion oi the value 
of such tangible property and usable well (including the intangible value thereof) which, is so 
apportioned to the resulting area shall be included in the adjustment made as of tlie e! leet ive date ot 
such resulting area in the same manner as is the value of tangible property serving oniy the 
resulting area. 

D. The credits and charges above provided for shall be made bv Unit Operator in such manner 
that an adjustment shall be made for ihi> intangible value ofu.-al.lev. eds separate and opart trom an 
adjustment for the value of tangible prope-tv On each, - uch adp:-; ;,aa a . Pa: 1 \ win . a- can get! 
an amount in excess ofthe amount .reaped to ',: -hall p..\ to Cme. vine. at..r : r.e amount ot .-uch 
excess, which shall be con.-iitei ed Cast- cm.i.a.age ; > -aci; Parte ne ai! purpo--. - of th.s 
Agreement; and such amount, when received by Unil v ip. r . a . - n a i l be .1; a ni-..ad nr ouahted to 
the Parties who. in such adjustment, are credited with anwur.u ,n exct-v ot t..e amounts charged to 
them respectively. 

13.4 Method of Adjustment on Contraction. As promptly a - ren-oi,ai/; v m --:,.:•• alter t et:.- at,\e 
date ofa contraction ofa participating ..rea. an adjustment shall be made \ each Parte .... mug n 
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Committed Work ine: Interest m land exciudcu !r-a. ! a • . •:.. •. i t a .1 i>\ s,;a, . ..ntr.a-.ii.n .such 
Committed Working Interest, being iaa v imhle r .a. lb;.- Section reter.ed to as excuideu mmee-PP m 
accordance wi th the following provision-. 

A. An adjustment for intangibles shall be 10.ide 1:1 .uvoribmce wi th Subdivia.oi'. I ! of this 
Section 13.4, and a separate adjustment for tangibles shall be made in accordance wi th Subdivision 
C of this Section 13.4. 

B. Such Party shall be credited wi th the sum of r l 1 the total amount theretofore charged 
against such Party wi th respect to its excluded interest, pursuant to the piovr-ams of Exhibit 1, as 
intangible Costs incurred in the development and operation of tlie participal mg area prior to the 
effective date of such contraction, plus <2< the total amount charged against such Parte w i t h respect 
to such excluded interest as intangible value 01' usable wells in any previous adjustment or 
adjustments made upon the establishment or revision of such part icipating area. Such, Party shall 
be charged wi th the sum of (1) the market value of that portion of the Production from such 
participating area which, prior to tlie effective dale o! such rant raction, was debvei ed to such Part v 
w i th respect to such excluded interest, less tlie a.mo.im ol Pease Burdens and taxes paal or payable 
on said portion, plus (2) the total amount credited to such Party wi th re.-peet to such excluded 
interest as intangible value of usable wells in anv pre v.ons adjustment or adjustments made upon 
the establishment or revision of such participating a rem Aim difference between the amount of said 
credit and the amount of stud charge shall be adjusted vts .hereinafter provided. 

C. Such Party shall be credited w i t h the sum of ; p the total amount thereto;-..e caarged 
against such Party wi th respect to its excluded interest, pursuant to the provisions of Exhibi t 1, as 
Costs other than intangible Costs incurred in the development and operation . f the part icipating 
area prior to the effective date of such contraction, plus (2) the total amount charged against such 
Party wdth respect to its excluded interest as value of tangible property in am at evious .adjustment 
or adjustments made upon tlie establishment or revision of such part icipating area, plus (,'Ji the 
excess, i f any, of the credit provided for in Subdivision B oft his Sect ion Phd over tne charge provided 
for in said Subdivision B. Such Parly shall be charged w i th the .sum off 1 i the exces , jf any, o f the 
charge provided for in stud Subdivision B over the credit therein provided for, plus (gi the total 
amount credited to such Party wi th respect to its excluded interest as value . f tangible property in 
any previous adjustment or adjustments made upon th.e establishment or revision of such par­
t ic ipat ing area. 

D. I f the charge provided for in Subdivision C of this Section PC. is equal to or greater than the 
credit therein provided for. no adjustment shall be made wi th such Party However, i f the credit 
provided for in said Subdivision C is in excess of the charge t herein pr aide. I lor, such excess shall be 
charged on an Acreage Basis against Parties who remain m the participating area, alter such 
contraction and shall he paid by said Parties to Unit Operator upon receipt ol invoices t i ieieior. Such 
payments, when received by U n i t Operator, shall be paid by it to the Parly owning such, excluded 
interest. 

13.5 Ownership of Wel is and Tangible Property. Pr. ma a nd a: ler th.e et fee: 1. e date of a resulting 
area, ail usable wells w i t h m such resulting area and till m a r b l e property servmg such r c m l r m g area 
shall be owned by the Parties wi th in such, area on a 11 Acreage Basis, except that cm m I lie ca-e of tangible 
property serving a participating area or part icipating areas in addition to lbe resulting ..tea, only that 
undivided interest therein which is proportionate to that portion o f the value Urn-roof which is included 
in th.e adjustment provided for shall be owned by the Parties, w i t h m tiie resuhmg ..re.; on an Acreage 
Basis, and (b) i f a Party wi th in the resulting area was a NomDri 111 ng Parte lor a well which is a usable 
well w i t h i n such resulting area on the effective date thereof, and if the relinquished interesi of such. 
Non-Dr i l l ing Party in such well litis not reverted to it prior to such eta . tare date, tin- D r i l l i n g Part;, for 
such well shall own the interest therein that would otherwise be owned by such. XommrbP.ag Party un t i l 
reversion to such Non-Dr i l l ing Parly of its relinquished interest m such well. 

13.6 Relinquished Interest of Non-Dr i l l ing Parties, i f the interest relinquished by a Non-Dr i l l ing 
Party in a well which is a usable well w i th in a resulting area on the effective date thereat has not 
reverted to i t prior to such effective date, then insofar, but only m-ot.m, us they relate to span web, the 
adjustments provided for in Section 13.3 shall be subject to the fol lowing provisions, wherein the sum of 
the intangible value of such well, plus the value o f t h e tangible property in or pertaining thereto, .s 
referred to as the "value" of such well : 

A. The D r i l l i n g Party for such well shall be charged wi th tha i part of the value of the well that 
would otherwise be chargeable to such Non-Dr i l l ing Party wi th respect to ( Pi such Non-Dr i l l ing 
Party's Committed Working Interesi or Interests in the pai: :c:pa! mg area in which the well wans 
Dri l led, as such part icipating atea e x i t e d when tin- Pi himg of:!,, w .a! v,,,s commenced, i f the well 
was D r i l l e d as a Deve lopment W e l l , or I'm the C o m m i t t e d V. a i , ; , v p m - ! , - - - or I m e e e - t - at such 

Non-Dri l l ing Party which entitled it to participate 111 the Di i. ' ling. Deepening. Plugging Back, or 
Completion of the wel I , i f i t was Dri l led, Deepened. Plugged Buck, or Compbm.; othes aase : nan .as a 
Development Well . However, such No: . -Dri l l ing Party sb.d. ne c:,.. eg at wi t ; : s .ci. ,..n ;, a a ny, 0! the 
value of such weii as is charge, a no m jr, 1 n accordance w ;th Sum: p. .a am - .. ;,J B of Section I d a , 
wi th respect to its Committed Working Pdere.-.s mnor : ...m tf , . - , - mm. ; ed to i a • I and lab ....ovm. 

B. l f that part of the value oi sued v. ell which w...:!.i a. a. e i a u a *, . bad a .. .en N. . : . - ; damm. 
Party i f the well had been Dri l led. Deepened. Plum .a Ham,, ar Pom; ., mo mr the account of mi 
Parties entitled to participate therein exceeds the amount provmed in S..L.;v;>op. A m this Section 
13.6 to be charged against the D r i l l i n g Party, such excess sn,... be aapm a mm-nst the reimhur.-e-
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ment to which the D r i l l i n g Party ; • a a a . i j on. of Pn. • .. ; wot.:.; . r .herwi- - area a,• l u a . a . 
Non-Dr i l l ing Party. Any balance of such excess ..v.-r Pt;.' .mount m-ce.-sary to c ....aieio- -i.cia 
reimbursement ahall be credited to sucn Non-Dr i l l ing Party. 

A RTI CDF. 1 I 
SUPERVISION OF OPERATIONS IEV PARTIES 

14.1 Right of Supervision. Each operation conducted by Unit ()perator under this Agreement or the 
nit Agreement shall he subject to supervision and control in accordance wi th the succeeding provisions 

"this Art ic le 14 by the Parties who are chargeable wi th the Costs thereof. 

14.2 Vot ing Control . In the supervision of an operation conducted by Unit Operator, the Parties 
largeable w i th the Costs of such operation shall have the right to vote in proportion to their respective 
aligationsfor such Costs. The Parties having the r ight to vole on any other matter shall vote thereon on 
n Acreage Basis. Except as provided (or in th.e Unit Agreement and exec] it as ot h. a wise specified in this 
greement (particular reference being made to Section 25.1-, Sect .on 27.1. and that portion of Section 
1.5 relating to abandonment of producing wells outside of ti part icipating area>, the a f f i rmat ive vote of 
•arties having ._65_C? or more of the voting power on any matter which is proper for action by them, shall 
e binding upon al l Parties entitled to vote thereon; provided, however, tf one Party voting tn the 
f f i rmat ive has „t>5 f f or more but less than "d P of the Voting power, the af f i rmat ive vote of such, 
arty shall not be binding upon the Parties entitled to vote thereon unless its vote is supported hv that 
f f i rmat ive vote of at least one additional Party; and provided further, that i f one Party voting in the 
-gative or fa i l ing to vote has more than 3 d . b u t less than 50' > o f the voting power. th» af f i rmat ive 
ate of the Parties having a majori ty of the voting power shall be binding upon all Parties en ti tied to vote 
nless there is a negative vote of at least one additional Party. In the event only twa, Parties are entitled 
a vote, the vote o f t h e one wi th the greater interest shall prevail, l f only one Party is entitled to vote, 
uch Party's vote shall control. A Parly fa i l ing to vote shall not he deemed to have voted either in the 
f f i rmat ive or in the negative. Any Approval or Direction provide.! for in this Agreement w inch receives 
he aff i rmat ive vote above specified shall be deemed given by and shall be binding upon all Parties 
nti t led to vote thereon, except where th.e vote of a larger percentage is specifically required. 

14.3 Meetings. Any matter which is proper for consul era t ion hv t he Pat t ies. or any ot the in. may he 
onsidered at a meeting held for that purpose. A meeting may be called by Unit Operator at any time, 
md a meeting shall be called by Uni t Operator upon wr i t t en request of any Pa rty having voting power 
n any matter to be considered at the meeting. At least ten < 10» days m advance of each, meeting. Un i t 
iperator shall give each Party entitled to vote thereat notice o f t h e time, pimee, and purpose of the 

meeting. U n i t Operator's representative shad! be the Chairman of such meeting. 

14.4 Action Without Meeting. In lieu of call ing a meeting. Uni t Operator may sta.a,at anv matter 
vhich is proper for consideration by the Parties, or any id them, by giv ing to each, such Party notice, 
:escribing in adequate detail the matter so submitted. Each Patty entitled to vote ma ...ap matter so 
ubmitted shall communicate its vote thereon to U n i t Operator w it inn such permd may be designated 
n the notice given by U n i t Operator (which period shall be not ess than ten . ID) nor mure that: th i r ty 
30) days): provided, however, if, w i t h i n ten (10) days after submission ol smch matter, request is nm.de 
or a meeting in accordance wi th Section 14.3, such matter shall be considered only at a m.-et mg calieg 

r that purpose. I f a meeting is not required, then, at the expiration of the peri., i designated in the 
otice given by i t , U n i t Operator shall give lo each. Party entitled to vote thereon aottce, -mimg the 
abulation and result o f t h e vote. 

14.5 Representatives. Prompt ly after ex .-cut ion o f th i s Agreement ,e..rh Party, by m .'.ice m a i l other 
arties, shall designate a representative .authorized to vote for sue;. Party and may d.-.gnm.e aa 
'.ternate authorized to vote for such I 'arty in the absence of its repivsen.a t; v,-. Any -.uch d ester, at em: a I a 
epresentative or alternate representative may be revoked at anv time ny notice given to all other 
arties, provided such notice designates a new representative or alternate representative, as the case 

.aay be. 

14.6 Audits. Audits may be made of Uni t Operator's records and books of account am..a,mug to 
perations hereunder, as provided in Exhibi t 1. 

14.7 Extraneous Projects. Nothing contained in thus Agreement stiall be .deemed tu authorize the 
'arties, by vote or otherwise, to act upon any matter or to authorize any expenditure unless such matt er 
r expenditure relates to the conduct of operation - authorized bv - he Ur . , :g r -^ r r . - .T . t or this Agreement 

AK HOPE Ib 
U N I T OPERATOR'S POWERS AND RlOllTc-

15.1 In Ci ene rah Subject to I be li m a at ion - - et foi In . u 1 m - A a: v . emu a . ,d ; • .pe:.. t am - : am a.,, aa ai by 
tie Uni t Agreement and this Agieem.-m. - . . i l l be managed .mo conduct.-,i Cmt l in.-: e.g. Ca:; 

Operator shall have exclusive custody 't nil mute: ..ns, equipment, and tt.er m-perm used .:; 
connection wi th any operation wi thm the Unit Area. 

15.2 Employees. A l l individuals employ ed by Unit Opera;-.. ... ; Ee immmc: : ..aetata.;.s he'vun-
:er shall be the employees of Unit Operator alone: and I heir working hmm-.*r. .ie- . f c.u .non-uUum and 
El other matters relat ing to their employment shall be determined -„h-P, ny Unit : in.-r..;.,:' 

15.3 Non-Liab i l i ty . U n i l Operator shall n,g ,m liable ,., .mv , ,.• nm. a.m_ done . . uu::.--: t . 
-e done by it in the conduct of operations hereunder, except m .,,-e . , f h .m m.th. 

15.4 Force Majeure. The obligations of Un.t Operator hereunder ehub b • .-*..<><.-;..u-.: ;.- t:.e extet.t 
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that, and only so long as, performance thereof is pre • ei mm . hum. ,ct cm ut t tie e .en.e m st. ikes or ot tar 
differences with workmen, acts of civ;', ,.r .miliary rmiim, r, am. ... • ttie public enemy, r Arictmms or 
restraints imposed hy i«W nr hy regulation or order of go'. rmuem.a authority, whether federal, State 

tucai, inability to obtain necessary rights of access, or an;, other eauae icasonabiy beyond tiie control of 
Unit Operator, whether or not similar to any came above enumerated. Whenever performance of its 
obligations is prevented by any such cause, Unit Operator sliail give notice thereof to the Parties as 
promptly as is reasonably practicable. 

15.5 Lien. Each ofthe Parties hereby grants to Unit Operator a lien upon its Committed Working 
Interests, its interest in all jointly owned materials, equipment, and oilier property, and its interest in 
all Production, as security for payment of Costs chargeable to tt, together with any interest payable 
thereon. In addition to Unit Operator's rights under Cm foregoing hen, and as a secured parte. Unit 
Operator shall be entitled to the benefit of any statutory operator's hen provided for in the jurisdiction in 
which the Unit Area is located. Unit Operator may, but need not, bring an action at law or in equity to 
enforce collection of such indebtedness, with or without foreclosure of such hen, and, in addition, shall 
have all rights provided under the terms of the Uniform Commercial Code or of any other iaw. In 
addition to the foregoing, and not in limitation thereof, upon default by any Party in the pavment of 
Costs chargeable to it, Unit Operator shall have tiie right to collect and receive proceeds from the 
purchaser ofsuch Party's share of Production, up to lhe amount owing by such Party, plus interest at the 

i n t e r e s t — per annum until paid. Each such purchaser shall he entitled to rely upon Unit Operator's 
statement concerning the existence and amount of any sucn default. None of tne remedies or rights 

ed specified above shall be deemed exclusive, and the exercise of ar.y such remedy or right shall not be 
deemed an election of remedie's and shall not affect enforceability of the foregoing lien or security 

t ie interest. 
-W 15.6 Advances. Unit Operator, at its election, shall have th.e right from time to time to demand and 

receive from the Parties chargeable therewith payment in advance of their respective shares ofthe 
estimated amount of Costs to be incurred during any month, which right 'may be exercised only by 

..CO submission to each such Party ofa properly itemized statement ofsuch. estimate;! Casts, together with 
an invoice for its share thereof. Each such statement audi iava.ee for the payment in tidvar.ee of 
estimated Costs for any month shall be submitted on or about the twentieth dgdUnl day ofthe next 
preceding month. The amount of each such invoice shall be payable within fifteen (15) days after receipt 
thereof and thereafter shall bear interest at the \P por annum unlTTjiaid. rroper acljustment iraxirfitrr. 
shall be made monthly between such advances and Costs, to tbe end that each Party shall bear and pay i n t e r e s t , 
its proportionate share of Costs incurred and no more. Ural Operator may request advance payment or r a j - e 

security for the total estimated Costs to be incurred in a particular Dril ling, Deepening, Plugging Back, p e r m i t t c 
or Completing operation and, notwithstanding anv other provisions of this Agreement, shall not be j^y ^ a 

obligated to commence such operation unless and until such advance pavment is made or Unit Operator aop l i ca 1 ' 
is furnished security acceptable to it for such payment by the Party or Parties chargeable therewith. u ^ u r y ^ 

15.7 Use of Unit Operator's Drilling Equipment. Any Drilling, Deepening, or Plugging Back f o r the 
operation conducted hereunder may be conducted by Unit Operator with its own tools and equipment, State o: 
provided that the rates to be charged and th.e applicable terms aad conditions are mt forth in a form of New Me>m 
drilling contract which receives the Approval ofthe Party or Parties chargeable w ith the Costs ofsuch 
operation, except that in any case where Uml Operator alone constitutes ihe Drilling Parly, such form 
shall receive the Approval ofthe Parties within the participating area or other designated area tor such 
well prior to the commencement of such operation. 

15.8 Rights as Party. As an owner ofa Committed Working Interest, the Party acting as Unit 
Operator shall have the same rights and obligations hereunder as if it were no; Unit Operator. In each 
instance where this Agreement requires or permits a Party to give notice, consent, or approval to Unit 
Operator, such notice, consent, or approval shall be deemed properly given by th.e Party acting as Unit 
Operator i f and when given to al! other Parties entitled to give or receive such notice, consent, or 
approval. 

ARTICLE lti 
UNIT OPERATOR'S DUTIES 

16.1 Specific Duties. In the conduct of operations hereunder, Unit Operator shall: 

A. Drilling of Weils. Dri l l , Deepen, Plug Back, or Complete a well or w ells only :n accordance 
with the provisions of this Agreement. 

B. Compliance with Laws and Agreements. Comply with tlie provisions of th.e Unit Agree­
ment, all applicable laws nnd governmental regulations t whet her Federal, State, or local;, and 
Directions ofthe Parties pursuant to this Agreement, ln c;.sc ...''conflict bet wee:: such Directions 
and the provisions ofthe Unit Agreement or such laws or regulations, th.e prova .mm ot the Unit 
Agreement or such laws or regulations shall govern. 

C. Consultation with Parlies. Consult freeiy with the Parties within Um area .dh-cted by .any 
operation hereunder and keep them advised of all maPem ;.r.sb-,g in operations hereunder which 
Unit Operator deems important, in the exercise of its best judgment. 

D. Payment of Costs. Pay all costs incurred in operation.-, heta-under p rompt . ; ; and when due 
ar.d payable and keep the Committed Working Interests and ali pn.periv e.-ed a: connection with, 
operations under this Agreement free from liens whaen may be claimed for ita.' payment of sac. 
Costs, except any such lien which it disputes, ha which m. ent Cm: Operator may contest the 
disputed lien upon giving notice thereof to the Parties affected thereby. 
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K.' Reeoi(is. Keep I i i ! ! ami accur.de re,.,,-,... ; a mc 
materials and equipment, which .• c rd... ,;nd iViv.;- ' : " • •• • • 
available for inspection by authorized m a m a ••••• « r .• -• 
dur ing usual business hours at the office af l ' n i t O.eia.a r 

F. In fo rma t ion , f u r n i s h promptly to each i ' ; . m emu geable 
involved and to each additional Party who makes timely w r i : ten request therelor 111 ( (-pies ot U ni t 
Operator's authorizations for expenditures or itemizations of estimated expenditures in excess of 

i e n t h o u s a n d Dollars ($10 ,000 .00 . >2> copies of all d r i l l i ng reports, well logs, 

and State and Federal reports. (Mi samples of cores and cuttings taken from wells Dri l led hereunder, 
to be delivered at the well in containers furnished by the i 'arty requesting same, and t-D such other 
and additional information or reports as may be required by Direct ion ol the Parties w i t h m tiie area 
affected. I f mult iple copies of any such materials are requested by any Party, U n i t Operator may 
charge the cost thereof directly to the requesting Party. 

G. Access to Unit Area. Permit each Party, through its authorized employees or agents, but at 
such Party's sole risk and expense, to have access to the Unit Area a l al l times and to the derrick 
floor of each well Dri l led or being Dril led 'Hereunder, for the purpose id' observing operations 
conducted hereunder and inspecting materials, equipment, or other property used m connection 
wi th operations under this Agreement and to have access at reasonable times to inlorniatmr. and 
data in the possession of Uni t Operator concerning U m l operation-

16.2 Insurance. 

A. Unit Operator's. Un i t Operator shall comply w .th ' he Workmen's Compensation Law of the 
State in which the Uni t Area is located. Un i t Operator shall also maintain in three at all times w i t h 
respect to operations hereunder such other insurance, i f any . as may be required by haw. In addition, 
Uni t Operator shall mainta in such oilier insurance, i f any . as is described in Exhibit M or tes receives 
the Approval o f the Parties from time to time. Uni t Operator .mail carry no other insurance for the 
benefit o f t h e Parties, except as above specified. Upon request of tiny Party, Uni t Operator shall 
furnish evidence of insurance carried by i t w i t h respect to operations hereunder. 

B. Contractors' . U n i t Operator shall require all con; radars engaged in op.-rat ions under this 
Agreement to comply wdth th.e Workmen's Compensation haw of the St ate in which the L'nit Area is 
located and to maintain such other insurar.ee as may be required by Direction o f t h e Parties. 

C. Automotive Equipment. In th.e event Automobile Public Liab i l i ty insurance is specified in 
Exhibi t 3 or subsequently receives the Approval o f the Parties, no direct charge shall be made by 
U n i t Operator for premiums paid for such insurance for U n i t Operator's fu l ly owned automotive 
equiment. 

16.3 Non-Discr iminat ion, ln connection w i t h the performance ol wo r-i under this Agreement, Un i t 
Operator agrees to comply w i t h the provisions of Exhib i t 4 

Uni t Operator agrees to insert non-discrimination provisions m. a l l subcontracts hereunder, as 
required by iaw or regulation. 

16.4 Dr i l l i ng Contracts. Each Dr i l l i ng , Deepening, Plugging Back, or Completing operation con­
ducted hereunder, and not performed by Uni t Operator wi th -is own tools and equipment in accordance 
w i t h Section 15.7, shall be performed by a reputable d r i l l i n g contractor having suitable equipment and 
personnel, under wri t ten contract between Uni t Operator and th.e cont r actor, at th.e most iavorable rates 
and on the most favorable terms and conditions bid. i f bids w a re untamed but mnerwm-..- at rates and on 
terms and conditions receiving the Approval o f t h e Parties. 

16.5 Uninsured Losses. Any and ali payments made hy C m . Operator in the settlement or 
discharge of any l iabi l i ty to th i rd persons (whether or not reduced to judgment! arising out of an 
operation conducted hereunder and not covered by insurance leua-m provided for snaa be charged as 
Costs and borne by the Party or Parties for whose account such operation was conducted. 

A R T I C L E 17 
L I M I T A T I O N S ON UNIT OPERATOR 

17.1 Specific Limi ta t ions . In the conduct of operations hereunder, Unit Operator shall not, wi th ­
out f irst obtaining the Approval o f t h e Panics 

A. Change in Opera! ions. Make .any substantia! change in tlie hasic method of operation of any 
well , except in the case of an emergency. 

B. L i m i t on Expenditures. Undertake any pi oject reasonably estimated to require an expendi­
ture in excess of _ T w c n t y - f i v e t h o u s a n d Dolktrsi$25 , 000 . 00. provided, however, that (11 
Uni t Operator is authorized ;» make .di usual and customary opei.iting expenditures tha Pare 
required in th.e normal course of producing operations, «2 - whenever Ur.;: Operator .s authorized to 
conduct a Dr i l l i ng . Completing, or Deepening or Plugging Rack opm .. i i . . r . . ..r to undertake any 
other project, in accordance with tin-- \ m eement. Pn it Opei.itor -]..>;; u • . : h.u ; .ma to aa. he ni I 
reasonable and necessary e.\p- • di ta . -o m ^oiim-c: am thm ew it n. una > " • .:. ,.. a em. egeaev . L nit 
Operator may make such immediate expenditure-, as may be a.-ee.- - gv an , . tevtioa i . ; hie or 
property, but notice ofsuch emergency shall be given to all Parties ;> a, mptiy ..s .ea-cmbby 
possible. 

C. Part ial Relinquishment. 'Pake -my partial relu.q o.-hmeiit or its .mints as Unit up . .mmr 
appoint any sub-operator, or execute any Designation of Ageni 

. , . : . ,! ..nd ; ..! controllable 
- .;. ipp-.r: thereof, shall be 
,a t.es at re - ,:. due intervals 
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\f> > m settlement of any claim -ad her t lorn V. <,-, mmm si a'npcnsut..u. ejminsi lor m./ury to 
or death of persons or lor loss of ur damage t o pi on, i ' , a ; i . • i n ;.; • < vr t t n l r . . i r.r e 1; v L: at j 
any i n t e r e s t ; sub joct t o t h i s a-ia-..:;? :nt. : dm: '. : • • t r. M O . . - I .is; A cl .s im • ,•: s i h t 

E. Determinations. Make any o f t h c determinations prov.ded in the U n i t Agreement to be a 

made by Unit Operator, except as otherwise specified m this Agreement. y. 

AUTICUE IS 
T I T L E S 

18.1 Rep resent tit ion of Ownershij). Each Party represents to ail other Part ies that, to t lie best of its 
knowledge and belief, its ownership of Committed Working Interests in the Uni t Area is that set out in 
Exhibi t B to the U n i t Agreement, l f it develops that any such ownership is incorrectly stated, the rights 
and responsibilities of the Parties shall be governed by the provisions of this Art icle 18, but such 
erroneous statement shall not be a cause for canceling or terminat ing this Agreement. 

18.2 Ti t le Papers to be Furnished. 

A. Lease Papers. Each Party, alter (executing this Agreement, shall up.m request promptly 
furnish Uni t Operator w i th copies of t i l l leases, assignments, options, and other contracts which it 
has in its possession relat ing to its Committed Working Interests. 

B. Ti t le Papers for In i t i a l l es t Wei i . Promptly .alter (tie efteclivedate of this Agreement each 
Party w i t h i n the area described as the Ti t le Examination Area in Exhibi t 2 shall , at its own exper.se 
but wdthout responsibility for the accuracy thereof, furnish Unit Operator w i th the fo..owing t i t le 
materials re lat ing to a l l lands w i t h i n such area in which i t owns Committed Working interests: 

(1) Abstracts of t i t le based upon the County records, certified to the current date; 

(2) A l l lease papers, or copies thereof, mentioned in .Subdivision A of this Section 18.2 which 
the Party has in its possession and which have not been previously furnished to U n i t 
Operator; 

(3) Copies of any t i t le opinions which, the Party has u . its possession; 

(4) I f Federal lands are involved, st at us reports of current date, sett mg tor; h the (art nes found 
in the Distr ict Land Office for such lands, .and a.so certified copies of the Serial Registers for 
the Federal leases involved; 

(5) I f State lands are involved, status reports of current date, setting forth tiie entries found in 
the State records for such lands; and 

(6) I f Indian lands are involved, status report s of curiam t date, setting fort h the entries found in 
the office of the Superintendent of the Indian Agency and in tlie Area Office for such kinds. 

C. Ti t le Papers for Subsequent Wells. Any Party who proposes th.e Dr i l l i ng o f a Subsequent 
Test Well or Exploratory Well shall, at th.e time of giving not ice for such proposed wadi, designate a 
ti t le examination area not exceeding 640 acres and not including any lands wi th in a 
participating area. When the D r i l l i n g of a Development Well receives the Approval o f the Parties 
wi th in the part icipating area in which, it. is to be Dri l led, a t i t le examination area covering lands 
outside any participating area may be designated by t h " Approval of such I'm ties. Each. Party 
wi th in any such t i t le examination area shall, at its own exper.se and upon request, furnish U n i t 
Operator w i t h the t i t le materials listed in Subdivision B of this Section lt>.2 not previously 
furnished, relat ing to a l l lands w i t h i n such area in which it owns Committed Working Interests. 

D. Ti t le Papers on Establishment or Enlargement o f a Part icipat ing Area. Upon the estab­
lishment or the enlargement of a part icipat ing area, each Party shall promptly furnish U n i t 
Operator all the t i t le materials listed in Subdivision B of this Section 1H.2 not previously furnished, 
relating fo al l its Committed Working Interests i n the lands lying w i t h i n such part icipating area as 
established or enlarged. 

18.3 Ti t le Examinat ion. Promptly after a l l t i t le materials delivered pursuant to Section 18.2 have 
been received, U n i t Operator shall deliver the same to an attorney or attorney s approved by the Parties 
wi th in the t i t le examination area. Uni t Operator shall arrange to have said materials examined 
promptly by such attorney or attorneys and shall distribute copies of t i t le opinions to a l l Parties w i t h i n 
the t i t le examination area as soon as they are received. Each Party shall be responsible, at its expense, 
for curing its own titles. Af te r a reasonable time, not exceeding t in rty \ IE); clays, has been .allowed for any 
necessary curative work, U n i t Operator shall submit to each Party wr i t ten recommendations lor 
approval or disapproval o f t h e t i t le to each Committed Working Interest involved, and thereafter the 
Parties shall advise Uni t Operator in writing' , w i th in filteen Ea) days after receipt of such recom­
mendations, of approval or disappiovai of title-.. Unless otherwi-e ..greed, the c - t of ai l t i t le exami­
nations made under this Section IS.3 shall be charged as par: o.' t he Costs of Dr i l l :ng th.e well tor which 
such t i t le examination was made. 

18.4 Option for Additional ' f i t le Examinat ion. Any P..: t . a- : ,. en ishe - e.me. a..!- tor ; ith- ex.. mi -
nation pursuant to Section 18.2 shall ha w -1 he laght m exatmm - a n matermis f . : ;:ishe.i Unit Operator. I f 
such additional, independent t i t le examiuat .on is id eet. si. it slm E be at ihe sob- .,. • a nd . x; - en - - . i : :.e 
Party electing to perform the same; aia: such Party shaii mmr any exper..«v.uh..a. mm: ':. - ...rc '..> 
reproduce t i t le materials for its use, if required. Whether or not such addition,..: emamaatam m 
elected, each Party shall have the r ight to appr.-ve or disapprove titles accord, ag : , , : . - m ov.sim.a ..-films 
Art ic le 18. 

18.5 Approval of Titles Prior to Diall ing. Where th.e Committed V. „rk..ag interes:- in a t i t le 
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••lamination area are owned by more men one i 'ar ty, im Dri l l ing -huh, • .• con.L.cteei m .-uch iiea or . l i ! 
ties to the Committed Working Interests therein have received t im Approval oi ttie Parties as 
re matter in this Section provided. It' a D r i l l i n g Block tue, i„-,-n .1.- agnated tor the D r i l l i n g at'.» w ,-11, 

ach well shall not be Dri l led unt i l titles to th.e Committed Working Interests w i th in the t i t le examma-
on area establ ished for such well have received the Approval of the Parties w i t h i n the D r i l l i n g Block in 

• hich such well is to be Dri l led. Approval of t i t le to lands wi th in a D r i l l i n g Block shall be binding upon 
d Parties owning Committed Working Interests w i t h i n such Dr i l l i ng Hlock. i f binds outside a part­
icipating area are included in the t i t le examination area for a I )evelopmei.t Well, such wadi shall not be 
ri l led unt i l titles to tlie Committed Working Interests w i t h m such t i t le examination area have 

mceived the Approval of the Parties therein. In tlie event Approval of the Part les is not obtained as in 
lis Section 18.5 provided, the D r i l l i n g Party i whether one or more>mav proceed with, the D r i l l i n g ofthe 
ell; but said D r i l l i n g Party (a) shall, by so proceeding, assume all risk attending the fai lure to obtain 

ach approval to the same ex lent as i f approval of titles to t i l l lands w i t h m the D tai l ing Block (tf one ims 
een established) or w i t h i n tlie t i t le examination area t in ali ot her instances! had boon obtained, and i bl 

-nail also be deemed to have given its approval to the t it les to ail hinds wi th in the D r i l l i n g Block t i f one 
.as been established) or w i t h i n the t i t le examination area', in all other instances.. 

18.6 Approval of Titles Prior to Inclusion of Land in a Part icipating Area. Where the Committed 
.'Corking Interests w i th in a part icipating .are:, tire owner! }.;• r.a.re than, on.- Parte, r.a Committed 
Corking Interest shall be included wi th in said participating urea-or be entitled to participate in the-

. roduction of unitized substances f rom said participating area unt i l t i t le to .-uch Committed Working 
Interest has received the Approval o f t h e Parties w i t h i n said part icipating area. Approval of t i t l e - to 
ends wi th in a part icipating area shall be binding upon till Parties w i t h i n such, part icipating area and ali 

Parties coming w i t h i n such part icipat ing area upon any enlargement thereof. 

18.7 Failure of Ti t le to Committed Working Interest Before Approval. I f t i t le to a Committed 
Working Interest shall fa i l in whole or in part prior to receiving the Approval o f the Parties, th.e Parties 
who improperly claimed said interest shall sustain the entire ioss occasioned by such failure of t i t le and 
do hereby expressly relieve and indemnify Uni t Operator and ali other Parties from and against any and 
i l l l i ab i l i ty on account thereof. 

18.8 Failure of Ti t le to Committed Working Interest Af te r Approval. I f t i t le to a Committed 
Working Interest which has received the Approval o f the Parties under Section lma fails in whole or in 
part at a t ime when the tract affected thereby is w i t h i n an active D r i l l i n g Block or wi th in a D r i l l i n g 
Block upon which a well has been completed otherwise than as a producer of unitized substances in 
.raying quantities, or i f t i t le to a Committed Working Interest which mas received the Approval of the 
Parties under Section 18.6 fails i n whole or in part at a time when the tract affected thereby is w i th in a 
participating area, then: 

A. the loss, the cost of l i t igat ion, and any ensuing l iabi l i ty shall be borne by th>- Parties having 
interests in the affected participat mg a rea or D r i l l i n g hlock < including the Pact v whose Committed 
Working Interest has been lost and including the acreage ofsuch Commuted Working Interest); 

B. there shall be relinquished to the Party whose Committed Working Interest has been lost 
such proportionate part of each o f the other Committed Working later..-, ts in the lands w i t h i n such 
affected participating area or D r i l l i n g Block, subject to a like proportion m their respective Lease 
Burdens, as may be necessary to make the loss ofsuch Committed Working Interest a p.mt E,-s of 
the Parties w i t h i n such participating area or D r i l l i n g Block; ami 

C. the relinquished portions of said Committed Working Interests i subject to their proportion­
ate part o f the Lease Burdens attr ibutable thereto) shall be deemed owned by the P..rty receiving 
same. 

18.9 Joinder by True Owner. I f t i l i e to a Committed Working Interest mi is in whole or ir. part, sueh 
Committed Working Interest shall no longer be subject to this .Agreement or the Unit Agreement. The 
true owner o f a Committed Working Interest, t i t le to which has failed, may jo in in this Agreement or 
enter into a separate Operating Agreement with, the Parties to this Agreement upon such terms and 
conditions as receive the Approval of the Parties w i t h i n the Uni t Area and subject to any valid claims by 
the true owner. 

18.10 Ti t le Challenge. In the event of any .-.nil or action challenging the t i t le of any Party to any of 
the oil and gas rights committed by said Party to this Agreement and to th.e Unit Agreement, tne Party-
served w i l l immediately not i fy the other Parties, and the Party whose t i t le has been challenged shall 
fo r thwi th take over and be in charge of the conduct o f the l i t igat ion and shah bear th.e entire cos; ofsuch 
l i t igat ion, unless the t i t le has previously received the Appiuval of th.e Parlies, in which event the 
provisions ofSection 18.S shall apply 

A R T I C L E ID 
E N L E A S E D I NTEBESTS 

19.1 Treated as Leased. I f a Pai ty owns in fee ail or an v j . m; ..: t in - -m ami g...- : . gh! s , a ...a , mag 
•-vithin the Unit Area which is not subject hi any mi and gas b-,. •. - or ot h.-r c u; m- m u ; m - m.t are thereof, 
-uch Party shall be deemed to own a Committed Working interest tn „uch tr . . . : ,m : ..iso ,. mval tv 
interest therein in the same manner .as if such Party's oil and ga-. rights . n A;, cat ra . • .... .,.- covered ny ta.e 
form of oil and gas lease attached as Exhibit 5. 

19.2 Execution of Lease. In any provision of this Agiee.mmi where ieie> nc.- ..- „....ie to an 

assignment or conveyance by any Party of its Committed Working Interest loam, other Pan \ , e.m.a .uch 

reference as to any Party owning an unleased interest shall be interpreted to mean that - uch Party .-hah 
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xecute an oil and gas lease to such P.,cm m. in.- • ••• . .: P-nib . - m which sh..;': .- u..-:y the 
jquirement for an assignment or conveyance of a Commuted W m k i n g lm.mv.-i 

A R T I C L E 20 
RENTALS AND L E A S E BURDENS 

20.1 Rentals. Each Party shall he obligated to pay any and all rentals and other sums -other than 
.ease Burdens) payable upon or wi th respect to its Committed Working Interests, subject, however, to 
ae r ight of each Party to surrender any of its Committed Work ...g Interest s in .accordance wit h Art ic le 

a7. Upon request, each Party shall furnish to Uni t Operator- sati.-.i,ic!ory evalence o f the making ofsuch 
payments. However, no Party shall be liable to any other Partv for unintentional fai lure to make any 
•ach payment, provided i t has acted in good fa i th . 

20.2 Lease Burdens. Each Party entitled to receive a share of Product am shall he obligated for any 
.nd all payments, whether in cash or in kind, accruing to .mv and nil Lease Burdens, net profits 
.aterests, carried interests, and any similar interest payable wi th respect to .-.uch share or the proceeds 
* hereof; provided, however, at any time any such PartV entitled to receive Production is not taking in 
bind or separately disposing of its share, that port ton of s ach Production or t he proceed.- thereof; at th.e 
option ofsuch Party) accruing to such Lease Burdens shall, upon request, be distributed to such Party. 

20.3 Loss of Committed Working Interest. I f a Com in it md Worki mg interest is lost through fai lure 
a make any payment above provided to be made by tiie Party owning tbe same, such loss shall be borne 

entirely by such Party; provided, however, if th.e Committed Working Interest so lost covers land w i t h m 
. participating area, the provisions of Section IS.S shall apply. 

A R T I C L E 21 
TAXES 

21.1 Payment. Any and all ad valorem and severance taxes payable upon Committed Working 
Interests (and upon Lease Burdens which are not payable by the owners thereof, or upon materials, 
equipment, or other property acquired and held by Unit Operator hereunder, aud. any and all taxes 
tother than income taxes) upon or measured by unitized substance.-, produced from t he Uni t Area which 
are not payable by the purchaser or purchasers thereof or by the owner of Lease Burdens shall be paid by-
Uni t Operator as and when due and payable. 

21.2 Apportionment. Taxes upon materials, equipment, and other properly acquired and held by-
U n i t Operator hereunder shall be charged to and borne by the Parties owning th.e same in proportion to 
their respective interests therein. A l l taxes paid by Unit Operator up.m or measured hy the value of 
Production shall be charged to and borne by the Parties owning the same in the same p.: oparti.ms as the 
assessed values of their respective portions ofsuch Production hear to the whole thereo! Al l other taxes 
paid by U n i t Operator shall be charged to and borne by the Parties n. proportion to : m-tr ownership in 
the Committed Working Interests or unitized substances (as the case may be> upon w.uchor wi th respect 
to which such taxes are paid. A l l reimbursements from owm-m of Pea.-o Burdens, whether obtained in 
cash or by deduction from Lease Burdens, on account of any taxes paid for ,-ucn owners slab! be paid or 
credited to the Parties in th.e same proportions as such taxes were charged to such. Partm. 

21.3 Transfer of Interests. In tho event ofa transfer by one Party to another under ; be provisions or 
this Agreement of any Committed Working Interest or of ary ether intere-t m .aa. well or in th.e 
materials and equipment in any we!!, or m th.e even: o f the rev.-i sam ot any rehmpm-.aed interest as m 
this Agreement provided, the taxes above mentioned assessed against th.e t runsmrivu or reverted 
interest for the taxable period in which such transfer or reversion occurs shall be ;.pp»,,tmr...-d among 
said Parties so that each shall bear the percentage ofsuch taxe.-. w Inch is proportionate to that portion of 
the taxable period dur ing which i t owned such interest. 

21.4 Notices and Returns. Each Party shall promptly furnish ' ' n i t Operator w i th copies ot not ices, 
assessments, levies, or tax statements received by it pertaining to the taxes to be paid by Uni t Operator. 
U n i t Operator shall make such returns, reports, and st atements as may he required by law in connection 
wi th any taxes above provided to be paid by it and shall furnish, copies to the Parties upon request. I t 
shall notify the Parties of any tax which it does not propose to pay before such, tax .aecom.e.- delinquent. 

A R T I C L E 22 
W I T H D R A W A L OF TRACTS AND U N C O M M I T T E D INTERESTS 

22.1 Right of Wi thdrawal . I f the owner of any substantial interest in a tract w. tn in the Uni t Area 
fails or refuses to jo in in the Uni t Agreement, then such tract may be wi thdrawn f rom the Uni t 
Agreement, as provided in the Uni t Agreement. 

22.2 Non-Withdrawal . Should the Partv or Parties having the > igm. under ihe Unit Agreement ..< 
withdraw a tract f rom the U n i t Agreement fail io exercise such right, then all pay meal s a mi ha b.l ; ties 
accruing to the owners of uncommitted interests in such true; - hall he p.-id and bar:a- by s..ed Party or 
Parties. 

A R T I C L E 2d 
COMPENSATORY R O Y A L T I E S * - . 

23.1 Notice. Whenever demand is mm:. - in accordance wit h th.- i ' u a. Am > mmm; for the payment o* 
compensatory royalties, U n i t Operator slab I give notice t hereof to .men Party .urn. • h i.v : m- m-maaa. 

23.2 Demand for Failure lo D r i l l a Development Well . If tiie .mm..mi 1 ,. e.,:, peg.- a - eg aae.a t.e-
results f rom the failure to have Dril led a Development Well aad u , d : wei . us m,t D.m.ed, the:. Uni t 



Operator shall pay such compensated y r..; . '. .-oer. ad ..a a: • ; >• eh..: g. •.. C...-ts ir.curied in 
operations within the participating area aa.a.a e-n. 

23.3 Demand for Failure to Drill a Well Other 'I haa a De-elopmenl Well, i ; ;1. ;. m..mu for 
compensatory royalties results from the failure tt. have Drilled a. v. ell other than a Developm-m! Well 
and such well is not Drilled, then Unit Operator shall pay -uch compensatory royalties. Such payment 
shall be chargeable to ar.d borne by the Par t ies who would he obligated to bear the Costs ol such wel! if 
the weii were Drilled as a Required Well under Subdivision H id'Section 10.-1. 

ARTICLE 21 
SEPARATE MKASURH.M UNT AND SALVAGE 

24.1 Separate Measurement. If a well completed as a producer of unitized -..[.stances is in or 
becomes included in a participating area but is not owned on an Acreage Basis by al! the Parties w ithin 
such participating area and if, within thirty (30) days after request therefor by any interested Parly, a 
method of measuring the Production from such well w it bout the nece.-sity of tuient nam i facilities does 
not receive the Approval ofthe Parlies, then Unit Operator shall install such additional tankage. flow 
lines, or other facilities for separate measurement of t beam it :/ed substances produced from .-uch well as 
Unit Operator may deem suitable. The Costs ofsuch tauiilies for separate measurement sh.dl be 
charged to and borne by the Drilling Party for such well and ;rented as Costs incurred in operating such 
well, notwithstanding any other prov isions of this Agreement 

24.2 Salvaged Materials. If any materials or equipment are salvaged fr.-m a well completed a- a 
producer after being Drilled, Deepened, Plugged Back, or < 'ompleted otherwise than for the account of 
all the Parties entitled to participate therein before rovers.on to the Non-Drilling I'arty of its relin­
quished interest in the well, the proceeds derived from the sale thereof (rr, if not .-old. th.e Salvage Value 
thereof, shall be treated in the same manner as proceeds of Product ion from such well for th.e purpose of 
determining reversion to the Non-Drilling Party of its relinquished interest in such well. 

ARTICUK dd 
ENHANCED RECOVERY AND PRESSURE MAINTENANCE 

25.1 Consent Required. Unit Operator shall not undertake any program enhanced recovery or 
pressure maintenance involving injection of gas. water, or other substance by any met hod. whether now-
known or hereafter devised, without first obtaining the consent of Parlies owning. ..n an Acreage Basis. 
not less than r ' r ofthe Committed Working interests in the participating area affected 
by any such program. After the Parties have voted to undertake a program of enhanced recovery or 
pressure maintenance in accordance with this Section 25.1, the conduct ofsuch program shall be subject 
to supervision by the Parties as set forth in Article 14. 

25.2 Above-Ground Facilities. This Agreement shall not he deemed to require any Party to 
participate in the construction or operation of any gasoline plant, sulphur recovery plant, dewaxing 
plant, or other above-ground facilities to process or otherwise treat Production, other than such facilities 
as may be required for treating Production in ordinary lease operations and sucti facilities ..s may be 
required in the conduct of operations authorized under Section g.PP 

ARTICLE 2(1 
TRANSFERS OF INTEREST 

26.1 Sale by Unit Operator. If Unit Operator sells all its Committed Working Interests, it shall 
resign and a new Unit Operator shall be selected as provided in the Unit Agreement. 

26.2 Assumption of Obligations. No tran.-fer of any Commit ted Working Intra ..-t shall be effective 
unless the same is made expressly subject to the Unit Agreement and this Agreement and the transferee 
agrees in writing to assume and perform al! obligat ions ofthe transferor under the Pm; Agreement and 
this Agreement insofar as they relate to the interest assigned, except that such assumption of obli­
gations shall not be required in case ofa transfer by mortgage or deed of trust as security for indebted­
ness. 

26.3 Effective Date. A transfer of Committed Working Interests shall not be effective as among the 
Parties until the first day ofthe month next following the delivery to Unit Operator ofthe original or a 
certified copy of the instrument of transfer conforming to the requirements of Section 26.2. In no event 
shall a transfer of Committed Working Interests relieve the transferring Pmiv of any obligations 
accrued under this Agreement prior to said effective date, for which purpose any obligation a.-.-umed by 
the transferor to participate in the Drilling. Deepening. Plugging Back, or Completing ofa well prior to 
such effective date shall be deemed an accrued obligation. 

ARTICLE 27 
RELEASE FROM OBLIGATIONS AND SURRENDER 

27.1 Surrender or Release \\ iii-En Parinnpating Area. A C. at,.: AP; ; 
within a participating area shaii n..; he surrendered except .th .m en; a 
participating area. However, a Party who owns a Cmm.tted \E.na;:.: !:.-••:, 
participating area and who i - not at the tnm- commitm.: io taotaap.m- m ,b • 
Plugging Back, or Completing cf a we.i with.a such ,..., ;.. q a i ,.g ,.r. _ t.m . 
obligations with respect to such participating area, as then cms!1;;;: .-d, „v e\e. a. 
Unit Operator an assignment conveying to ail ot her Par! a-, a a hm sacii par; i a p.,: 
ted Working Interests owned by smb. Party :n lands within the ..ariicinaiing m 
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entire interest of such i 'ar ty in any ...d u'.i v. ell.-, in .u-. • ;. . ..tn.-. :..;.«-(ty w i t h m ><r 
pertaining to such part icipating area. 

27.2 Procedure on Surrender ur Release Outside Participating Area. Wi. . a- -..-: a Parly v.r Parties 
owning lOOCr o f the Committed Working Interest in any tract which is not w i : h. n any part tripat: ng a r ' - a 

desire to surrender said 100'} interest, such Party or Partie-sshail give to al l other Parties notice thereof, 
describing such Committed Working Interest. The Parties lecoivuig such notice, or any of them, shall 
have the r igh t at their option to take f rom trie Party or Parties desiring to surrender an assignment of 
such Committed Working Interest by giving the Party or Part ies desiring to surrender notice of--lection 
so to do w i t h i n t h i r t y (30) days after receipt of notice o f the desi: e to surrender. I f sue; .-lection is made as 
above provided, the Party or Parties tak ing the assignment > w Inch shall he taken by them m proportion 
to the acreage of their respective Committed Working Int.'rests am -tig themselves in the Uni t Area) 
shall pay the assigning Party or Parties for its or their share of the Salvage Value of a l l wells, if any, in 
which the assigning Party or Parties own an interest and which tire located on the land covered by such 
Committed Working Interest, which payment shall be made upon receipt o f the assignment, l f no Party-
elects to take such assignment w i t h i n said th i r ty PiO) day period, then t he i 'arty or Parties owning such 
Committed Working Interest may surrender the same., if surrender thereof can be made in accordance 
wi th the U n i t Agreement. Whenever a Party owning less than 11 a;, o f the Committed Working Interest 
in any tract desires to surrender its interest therein, such interest may be acquired by the other Party or 
Parties owning Committed Working interests in said tract without notice being given to any other 
Parties owning interests w i t h i n the U n i t Area. In the event tha ,,ther Party or Parties owning Commit­
ted Working Interests in the tract to be surrendered do not desire to acquire such interest, the interest 
shall be treated as a100'Eo interest. 

27.3 Accrued Obligations. A Party making an assignment ,,'r surrender in accordance wi th Section 
27.1 or Section 27.2 shall not be relieved of its l i ab i l i ty for any ohligat ion accrued under this Agreement 
at the t ime the assignment or surrender is made or of the obligation to bear its -hare of tlie Costs 
incurred in any Dr i l l i ng , Deepening. Plugging Back, or Completing operation m which sucn Parte had 
elected to participate prior to the making ofsuch, assignment or surrender, excep' aa, m-,.xte.it that the 
Party or Parties receiving such assignment shall assume, wi th the Approval of th.e Parties, any and al l 
obligations of the assigning Party under this Agreement ..ml under the Uni t Agreement. 

A R T I C L H 2s 
L I A B I L I T Y 

28.1 L i a b i l i t y . The l i ab i l i t y o f t h e Parties hereunder shall he several and not jo in t or collective. 
Each Party shall be responsible only for its obligations ,a herein set out. 

28.2 No Partnership Created. I t is not the intention of the Parties to create, nor shall this 
Agreement or the U n i t Agreement be construed as creatmg, a mming or other partnership or associa­
t ion between the Parties or as rendering them liable as partners or associates. 

28.3 Election. Each of the Parties hereby elects, under the authori ty of Sa.-t.-m 701(a) of the 
Internal Revenue Codeof 1954, to be excluded from the application of ai! the prov.-i.m-. of Subchapter K 
of Chapter 1 of Subtitle A o f t h e Internal Revenue Code . f Pm-P In making th : - electa.:, e.wh Pa re­
states that income derived by i t f rom operations under this Agreement em. ue adl.-maatmy determined, 
without computation of partnership taxable income, l f the income tax laws of the mate or S „;c-s in 
which the U n i t Area is located contain, or hereafter contain, provisions similar to : ).-,<,• contained m the 
Subchapter of the Internal Revenue Code of 1954 above referred a- under which a -...f.k-.r elect;,at ;s 
permitted, each of the Parties agrees tnat such election shall he exercised: and should the m.corm t....•: 
laws ofsuch State or States require evidence ofsuch election, Unit i Kerator is authorised and directed to 
execute the same on behalf of each Party. Beginning wi th the f i r s t taxable year of opm • am under this 
Agreement, each Party agrees that the deemed election provided by Federal Keguhitmns Section 
1.761-2lb)(2)(ii) w i l l apply, and no Party w i l l f i le an applicatioi. under Federal Kaga.at.om Section 
1.761-2(,b)(3)(i) to revoke said election. 

A R T I C L E 2'.) 
NOTICES 

29.1 Giving and Receipt. Whenever a rig is on location, every m tace and e-. ,-rv response -hail be by-
telephone, to be confirmed promptly in wr i t ing . In ti l l other instances any notice, response, consent, 
advice, or statement herein provided or permitted to be given shall be in wr i t i ng and shall be deemed 
given only when received by the Party to whom th.e same is directed. 

29.2 Addresses. For the foregoing purposes, each Party's addiv-s ana n>h-p;...:.e number shall be 
deemed to be the address and telephone number set forth mamr or.-:m: -. a- a - -: gnat u re hereto, un bass 
and unt i l such Party specifies another address «.r telephone mm,her p ..>.t les- ..:.,. ten • 10; day.-' prior 
notice to al l other Parties. 

\P i P 'FP a . 
EXECUTION 

30.1 Counterparts. This Agreement a.av exec .v . i ::. c c: m.-, pa r:--, ... 
taken together shall be deemed to constitute •-:..- and the same m.-temma.:. 

30.2 Rat i f ica t ion . This Agreement may be executed the -mention ami ..--.:\a 
sufficient instrument of rat if icat ion, adopt ing ami entering into t:m- Agreement, s a n 
have the same effect as i f the Party executing it raid executed ; ms Agree:. .eat.-; ; . . . : . : 
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30.3 Effect of Signature. W: . . . • h. . .... : , , .. ...... . ;, . m.... : ; , , - , • . . , . , . t i m each stud' 
o deemed consider..Una tor cxocuii.m ;>y ihr amm.at.u. ; . . . A . : ace <.r : ma .'-a: ••: 
.iis Agreement sh.il 1 liwive;;>oi, bee.,ii..• uuh noiuii:, i .wauu ma ••: . , !m .••! miti.t!. • mm Agree­
aent. However, if the Unit Agreement does not become ette.-t :•. .• w ,;:.in twelve • 12' ns i rom .und 
.iter the date of this Agreement, then, at the expiration of said period, this Agreement shall terminate. 

ARTICLE 31 
SUCCESSORS A M ) ASSIGNS 

31.1 Cove mm is. This Agreement shall be binding upon and shall in.iie to the benefit of all Parties 
signing the same, their heirs, devisees, persona! representatives, Miciv.— ir.- and a.-sigas, and their 
uccessors in interest, whether or not it is signed by all the Parties listed below The terms here..; shah 
•onstitute covenants running with the lands and the Committed Working interests of the Parties. 

ARTICLE dd 
HEADINGS POP CO.N\ E M E M ' E 

32.1 Headings. The Table of Contents and the headings u -eo ir. this Agreement are inserted for 
convenience only and shall be disregarded in construing this Agreement. 

ARTICLE dd . 
RIGHT OF APPEAL 

33.1 Not Waived. Nothing contained in this Agreement sm.i! m- deemed t > co;!-: .ttite .. waiver by 
.ny Party of any right i t would otherwise have to contest the'validity of any law or .my o.-der or 
regulation of governmental authority (whether Federal, State, or local* relating to or a:lecting tne 
conduct of operations within the Unit Area or to appeal from any such order. 

ARTICLE 31 
SUBSEQUENT JOINDER 

34.1 Prior to the Commencement of Operations. Prior to the cm.menceme:.: m. ..perm ams under 
•.he Unit Agreement, all owners of working interests in the Unit Area who have joined th.e Unit 
Agreement shall be privileged to execute or ratify this Agreement 

34.2 After Commencement of Operations. After commencement of operations under the Unit 
Agreement, any working interest in land within the l 'n i t Area which is not t hen commit tod hereto may 
be committed to this Agreement and to the Unit Agreement upon such reasonable terms and conditions 
as may receive the Approval ofthe Parties. 

ARTICLE 35 
CARRIED INTERESTS 

35.1 Treatment of. I f any working interest shown an Exhibit B to the Unit Agreement and 
committed thereto is a carried working interest, such interest si;.a I. if the carrying Parly executes thus 
Agreement, be deemed to be, for the purpose of this Agreement, a Committed Working Interest owned by 
the carrying Party. 

ARTICLE 3(1 
EFFECTIVE DATE AND TERM 

36.1 Effective Date and Term. This Agreement shall become ellective upon the .a'leet i ve date ol the 
Jni t Agreement, shall continue in effect during the term ofthe Unit Agreement, and .shall terminate 
concurrently therewith. 

36.2 Effect of Termination. Termination of Pes Agreegam: sha.; relieve any Pa:t> .4 its 
Poiigations then accrued hereunder. Notwithstanding termination of this Agreement, th.e provisions 
lereof relating to the charging and payment of Costs and ine disposition uf materials and equipment 
shall continue in force until all materials and equipment owned hy t he Parties have been disposec or and 
until final accounting between Unit Operator and the Parties has m en made. Termination os this 
Agreement shall automatically terminate all rights and interests acquired hy virtue .a tins Agreement 
in lands within the Unit Area, except such transfers of Cammitteu '.'..irking Interests as have neen 
evidenced by formal written instruments of transier. 
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\ i f f i c i . c • 
OTHER PROVISIONS 

'•7.1 METERING OF PRODUCTION: In a d i v e r s i t y "' mm vm; v.: mi imom;;t oaaoorsnip 
_n production from a lease subject to t h i s agrr er^n'- occurs as a re:-ult oi 
operations by less than a l l parties pursuant 16 aay provision o: tr.ir> acroccm.it, 
t i s agreed that the o i l and other hydrocarbons- prefaced froai Co 

..ells ccropleted by the consenting party or ; arimm cP.Pl Pm sm.or 
cy standard metering cquimront to be properly cecPo ; e n • a:cai.y 
.nd the setting of a separate tank battel-'/ vem nc ';• • require : unce-s the purchaser 
of the production or governmental regulatory bo- ;•/ i 
approve iretering for separately ireasurim.g arm production. 

37.2 PRIORITY OF OPERATIONS. Vmenovcr there tc. aero than on - : reposal on 
connection with any v;eli subject to t h i s agro-p-eot , such proposals shall be 
considered and disposed of in the following order of p r i o r i t y : 

(a) D r i l l i n g the w e l l to i t s authorized depth or attempting a :; op letter, 
including t e s t i n g and logging of such wel 1 at such, depth shall hc.ve f i r s t 
p r i o r i t y over a l l operations and proposals: 

(b) A proposal to plug back a well shall or e c . i l over a proposal te Peeper-
or sidetrack such w e l l ; i f there i s core :'nan one praaeca! to n i t ; 
back, the proposal to plug back to oho cam ame-ma ce ce-cmo- i n t e r v a l 
s h a l l have p r i o r i t y over proposal (s) to -dug back to mtailcw-tr 
prospective intervals ,-

(c) A proposal to sidetrack a well i n order tc reach the authorized depth 
s h a l l prevail over a proposal to deepen; 

(d) A proposal to deepen a well s h a l l have Past p r i o r i t y ; and 

(e) Proposals of the sane type and to the sa.co depth s h a l l bo yiven 
precedence i n the order i n which they were nude. 
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* * 

. IN' WITNESS WHEREOF, this Apveia-n.. n,.. : „. , . : . , . ihe P. :. ..-.,: ih . - . . . , v ami y.-ar 
first above written. 

Date of Execution: 

Address; i { > l i r e ; G. Goodwin, Vice- P re s iden t 4 

ri:-. 

At te>t • 
E. G i l 1 . , J r . 

i elepr.one: 

As Unit Operator and \ \ \ j r k t n ^ Interes Owner 

Date of Execution: 

Address: 
Hy 

A t t e s t : 

Telephone: 

Date of Execution: 

Address: 

Telephone; 

Date of Execution: 

\ddress: 

Attest: 
r i .1 

* eie -.lone: 

W o r k i n g I n t e r e s i U W I U - I S 



E3L >' m ' , POCICTie-S C T 

EXHIBIT 

Attached to and made a part of " h o i r < < 
lip i t- A r e a . P A T T . . - ; p .mi-

PiePUdm urav; 

A C C O U N T I N G PROCEDURE 

JO INT OPERATIONS 

I . GENERAL PROVISION'S 

-aitions 

.gree.mer.t :o wmc.a moan :m: 

tier., reelection ar.c 

.'ea ... ee ccncac: c: m ; oi rat 

mt Property" shall mean the real and personal property scm;ec: to E 
redure is attached. 

a: Operations" shall mean all operations necessary or proper for the cm 
atenance of the Jcmt Property. 

at Account" shall mean the account sheer.? the charges paid ar.d credit; 
rations and which are to be shared by tbe Parties. 

mator" shall mean the party designated to conduct the Join: Operations. 

a-Operators" shall mean the parties to this agreement other than the Operator. 

rties" shall mean Cperator ar.d Non-Operators. 

est Level Supervisors" shall mean those employee whose pcraary function in beea. baerat.cas is the- direct 
ervision of other employees and/or contract labor directly employed oa the Joint Property in a field operat-
capacity. 

clinical Employees" shall mean those employees having speech aad specific ..-mmie-.-rmg, -eclogical or other 
essional skills, and whose primary function in Joint Operations is the handbag _ f scccipc oporatme coadi-
,s and problems for the benefit of the Joint Property. 

sonal Expenses" shall mean travel and other reasonable reimbursable expenses of Cperator s emplovees. 

Aerial" shall mean personal property, equipment cr supplies acquired or held for use on tne Join: Property 

atrollable Material" shall mean Material which a: the time is ro classified aa t.e blame:;! Classification Manual 
.cost recently recommended by the Council of Petroleum Accountants S~c:et.es of P'orth America. 

tement and Billings 

m-» e = t dav or eacn mohfa .-rator shall bi l l Non-Operators on or before th 
.at Account for the preceding month. Such bids w i l l be accomcae-e by om-.m-

for expenditure, lease or facility, and ah charges and crobm-a sammariea by a 
iment and expense except that items of Controllable Materia! arm unusual cha 
e ly identified and fu l ly described in detail. 

canccs and Payments by Non-Operators 

.ess otherwise provided for in the agreement, the Operator may re.rare tae ..* 
re of estimated cash outlay for the succeeding month's oceratrsm Cmeraior Pm 

me:r proporterate scare oi the 
mmm: .vmch identify the author-

appropriate classifications cf in -
•narg-.-s and credits shall be sep-

a N'on-Cperator shah pay its proportion of ali tails within f if iter, t i c ; aays a:t<_r re 
-e within such time, the unpaid balance shall bear interest monthly at the rate of tv. 
-m or the maxunurn contract rate perrr.itted by the applicable aemy Ic.vs me s 

eer ty is located, whichever is the lesser, plus attorney's fees, court corns, and other 
• collection of unpaid amounts. 

ustments 

meat of any such bills shah not prejudice the right of 
s thereof; provided, however, all bills and statements rendered to 

a-cor: 
no: 
cer 

met.on w;tn 

o.".-opera to: r.v operator cur: 
r.dar year shall conclusively be presumed to be true ar.d correct 'after, twenty-four (24) Vr.cmr.s fcliov.mg 
end of any such calendar year, unless within the said twenty-tour (24; month period a lem-Cpe: a:ar ta.-:-e 
::en exception thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shop 
made unless it is made within the same prescribed period. The provisions of this paragraph _h " 
uscrr.ents resulting from, a physical inventory ot Controllable Material as prav.ded for in Sec 

net Drevc.' 

Pr.-Operator, upon notice in writ ing to Cperator and all cm- . 
:'s accounts and records relating to thc- Jcmt Account for aa; 
:d following the end of such calendar year: piovided. hm-r-e. 

for the taking of written exception a: aa-i the acjustmea: 
:.cr. I . Where there are two or more P 
-act joint cr simultaneous audits in r. 

Operator shall bear no portion of the 
>• the Operate.-. 

roval by Xon-Operators 

- • e a i a p p r o v u.. or c t n e r agree ra. c at c 
s cf this Accounting Procedure and if 
contrary provisions ia regard thereto, 
agreement or approval o: a majority 

. i i J . , - e i a . ' h . . . . j 

-.-rator.-;. shall have the earn: to audit Ope-

... (_ o . 

. . J a - o a e r. 



biuccT cii.\;u;;.. 
shall charge the Joint Account wstr. tr. • tcllcv-.n.-.g ::-,. 

Is and Royalties 

• rentals and royalties pa.a dy Operator tor the Joint O: . C i a . 

) Salaries and wages of Operator's field employees directly employed on the Joint Property m the conduct 
of Joint Operations. 

) Salaries of First Level Supervisors m the field. 

) Salaries and wages of Technical Employees directly employed on the Jem: P.eaomv such charms are 
excluded f rcm the Overhead rates. 

perator's cost of holiday, vacation, sickness and disability r.er.eE'.s aad miner cstorr.arv allowances caid to 
a.ployees whose salaries and wages are chargeable to the Join: Account under Paiagrapi. 2A of this Section 
. Such costs under this Paragraph 23 may be charged on a -.eke:-, cm.d as paid basis" or by 'aeicentage as-
ssrr.enl" on the amount of salaries and wages cha rge.-mle to the Jem: Aeon;:;: ..aa.er Pa: c oram: 2A of tais 
.•ction I I . I f percentage assessment is used, the rate ihai! be bared cr, the Operator's cos: m<rer:er. :e 

xpenditures or contributions made pursuant to assessments .m: •.m a by governmental authority which are 
olicable to Operator's costs chargeable to the Joint Account unma- Paramauhs 2A ana ' 1" J "~s c e^-

;n I I . ° 

ersor.al Expenses of these employees whose salaries ar.c wdg.es are cnargeacle tc tr.e Jcmt Account under 
rragraph 2A of this Section I I . 

oyee Benefits 

:tor's current costs of established plans for employees' group ' l i f e insurance, hcsD::ali:::.:a;a. cer.sicn. ~e-
tent, stock purchase, thr i f t , bonus, and other bene::: plans cf a Eke nature, apohcabie to Operator's labcr 
chargeable to the Joint Account under Paragraphs 2A and 23 of m:s Section 1: shall be Operator's actual 
not to exceed twenty per cent (20 c " o ) . 

rial 

rial purchased or furnished by Cperator for use on the Joa.t Property as provicb-a under Section IV. Gr.lv 
Material shall be purchased for or transferred to the Join; Property as may be rea .area for immediate use 
is reasonably practical and consistent wi th efficient and economical operations. The accumulation of sur-
stocks shall be avoided. 

sportatioa 

sportation of employees and Material necessary for the Joint Operations but subject to the following i imua-

: Material is moved to the Joint Property from the Operator's warehouse or other properties, r.o charge'shall 
e made to the Joint Account for a distance greater than the distance frcm the nearest reliable supply store, 
acogrdzed barge terminal, or railway receiving point where like material is normally available, unless agreed 
e by the Parties. 

If surplus Material is moved to Operator's warehouse cr ether ste rage' pmm, r.o cra;mm shall be made to the 
air.t Account for a distance greater than the castar.ee to the mares: reliable supply stare, recoammd barge 
.rminal, or railway receiving point unless agreed to oy the Perm ., Po .acre ri'.al! be mace to th- Joint Ac-
runt for moving Material to other properties belonging to Operator, unless agreed tc by the Parties. 

a the application of Subparagraphs A ar.d 3 above, there shall be r.o equalization of actual gross trucking cost 
; S200 or less excluding accessorial charges. 

:es 

_cst of contract services, equipment and utilities provided by : uts.dc rm.rces, except services excluded by 
raph 9 of Section 11 and Paragraph 1. ii of Section HE The car.: af pre:-a-ciona! csasaltoat services or.a cea-

t services of technical personnel directly encaged on the Joint Property .; sue;: charges are excluded from, me 
; aead rates. The cos: of professional consultant services or contract services of technical personnel net c -

• engaged on the Join: Property shall not be charged to the Joint Account unless previously agreed to by 
arties. 

parent and Facilities Furnished by Operator 

"aerator shall charge the Joint Account for use of Operator owned ecmpmer.t and facilities a*, rates ccar-
o.asurate with costs of ownership ar.d opera:.on. Such rams shell include costs cf raamtenem.ce, repairs, other 
cerating expense, insurance, taxes, depreciation, and interest cn m.ve.m'aea: not to exceed eight per cent (3^-) 
er annum. Such rates shall not exceed average commercial rates currently •prevailing m the immemate area 

the Joint Property. 

.a lieu of charges in Paragraph TA above, Operator may e.ec: m use avm-age commercial rated prevail 
e immediate area o: the Joint Property less 20P:. For automotive equipment, Cperator may elect tc use rate 
Polished by the Petroleum Motor Transport Association. 

iges and Losses to Joint Property 

;sts or expenses accessary for lbe reran" m real, cement of bom: Prcoemy m..m. • :.m ...sea y accuse of arm", 
er losses incurred by fire, flood, storm mop. accmea:. or o:b- : : mc em,-., a: Parse m.mEmg from Operator' 
negligence or wall:;:! misconduct, bom a r mmi fmmcb Poo - "'mum r .mane mace e: m r r m i or icse 

.red as sec.-, as practicable after a repo.: Paemof has bmea .--.mm ... : b\ ; p .-; .. r 

Expense 

Si of bar. dim a investigating arc settlm.t E::camm er .a a a .. .::....,:.;.; : Ee::.- am a.-a: A ma;:: err: 
moums paid for settlement of claims mco.m-.; .a or : m .1 :..-.:• P :a " ,;»a :'...; • mm r :.-.- om a o: ; 
•tary to protect or recover the Jcmt rPororv.. e-xcept Pa: a " : - rer -or-... P C a-mot ..." r . . a . a e 
s or expense ci outside attorneys snail cm m... .o aa.e-ts p rev .o .y com-. • :. . .. • i . . . m-^. .*-..; moor le.:.. 
se is considered to be covered by tne c-.err.ood prov;s:eas c: E- h . a 111 .m.-.ss otherw.se a reed m ov th 
s, except as provided in Section 1, Paragraph 2. 



JS 

.axes of every kmc! and nature a..eS..ed cr lev.-.u .: a. ,c ..a . ac. c o n v.:::. :;.-• Jo::'.: Pre: . mtv, the oaora-
•-hereof, or tne production therefrom, and wmch taxes have -a ;:..i.a hy tne Op.c m : mr tne bene::: of the 
.es. 

-ar.ee 

premiums paid for insurance required to ce carried for the Joe:: Operations for :.".e protection of the Fr.r-
In the event Joint Operations are conducted in a state in which •'•perntor may act as mif-m.mrer for V/ork-

s Compensation and. or Employers Liabil i ty under the :>o yeo'ive state's laws, O: erator mav, at its electicn, 
me the risk under its seit-msurar.ee program and m that event, Operator shall include a charge at Operator's 
not to exceed manual rates. 

.er Expenditures 

other expenditure net covered or deal: with m the fore gome: a:m.a..m., or ;.a;s Section I I , or m Section I I I , 
: whr.cn rs incurred by the Operator ir. the necessary and proper conduct of me Jcmt Operations. 

111. OVERHEAD 

rhead - Dri l l ing and Producing Operations 

As compensation for administrative, supervision, office lervic.-a and warehousing costs, Ccerator mai l chame 
.ruling and producing operations cn either: 

( X ) Fixed Rate Basis, Paragraph I A, or 
( ) Percentage Basis, Paragraph 13. 

unless otherwise agreed to by the Parf.es, such charge shod E-e an Ecu of ccstc and expenses or all offices 
ar.d salaries or wages plus applicable burdens and expenses of all personnel, except these directly chargeable 
..r.der Paragraph 2A, Section I I . The cost and expense of services f rcm outside coare-.o: .n connection v.ath 
matters of taxation, traffic, accounting or matters before or mve.vme goverr.m.e.-.tal -.;•:• .-.cat- shall be considered 
:;s Included in the Overhead rates provided for in the above selected IPrerrapr. •.:' this A ; a a : 111 unless sucn 
cost and expense are agreed to by the Parties as a direct charre to tne Joint Account. 

The salaries, wages and Personal Expenses of Technical Employees and or the co.-: -A professional consultant 
services and contract services of technical personnel directly employed or. the Joint Property shall ( ) shall 
not (X ) be covered by the Overhead rates. 

Overhead - Fixed Rate Basis 

'1) Operator shall charge the Joint Account at the following rates per well per month: 

Dri l l ing Well Rate $ $ 3 , 1 0 3 . 0 0 

Producing Well Rate $ $ 376.CO 

(2) Application of Overhead - Fixed Rate Basis shall be as follows: 

(a) Dril l ing Well Rate 

[1] Charges for onshore dr i l l ing wells shall beam oh me m.:e tbe well is sc.. Emd ahd terminate on 
the date the dri l l ing or completion rig is released, whichever is later, except that r.o charge shall 
be made during suspension of d.-illmg operations for fifteen (15) or more consecutive days. 

[2] Charges for offshore dri l l ing wells shall b-egin oa the date w-r.eh dril l : : .g or completion equipment 
arrives on location and terminate on the bate the dri l l ing or complomm eg .mmem moves eff loca­
tion or rig is released, whichever occurs first, except that no charge shah be made during susp-en-
sion of dril l ing operations for tifteen (15) or more consecutive days 

[3] Charges for wells undergoing any type cf workover or recompiePcr. for a period cr five (5) ccn-

,va eha.i oe a secutive days or more snail ce made at tae c r i i h n 0 weii rate. Sue.-, c 
the period from date workover operations, with rig, commence through date of r:g release, except 
that no charge shall be made during suspension of operations for fifteen via) or more consecutive 
days. 

(b) Producing Well Rates 

[1] An active well either produced or injected into for any portion oi the month snail be considered 
as a one-well charge for the entire month. 

[2] Each active completion m a multi-completed well in which production is not ccmm.ir.gled dowr, 
hole shall be considered as a or.e-vvell charge providing each completion is considered a separate 
well by the governing regulatory authority. 

[3] An inactive gas well shut in because of overproduction or failure of purer.aser to lake the produc­
tion shall 'oe considered as a one-well charge providing me gas well is directly cc.-.r.ected to a per­
manent sales outlet. 

[4] A one-well charge may be made for the month m wmo.a plugging and abandonment operations 
are completed on any well. 

[5] A l l other inactive wells (mcb.d.m; but not bmite.; to m.r.c'.iv e v - l i . covered by -ar.it allowable, 
lease allowable, transferred allowable, eic.) mail not t ..al:ty for .m o*. •.rheac caarge 

- A , 

agreement to which this Accounting Frmebare is .v.mom 
plying the rate currently in use by the percentage ir.rrcv 
Crude Petroleum and Gas Prcduc.icn Workers for me 1 
preceding as shown by the index of av-ere.'e weekly ea rr. 
ticn Workers as published by the United States Departm 
equivalent Canadian index os p1.3ksr.ed ay Statistics C. 
the rates currently in use, plus cr minus tne computed a 

— 3 — 



Overhead - Percentage Basis 

( I ) Operator shall charge the Joint Account at '.he following rat-..,, 

(a) Development 

Percent ( -A) of the cost cf Development of the Joirc. Property exclusive of casts 
provided under Paragraph 9 of Section I I and ali salvage credits. 

(b) Operating 

crcer.t ( "r ) cf the cost of Operatmc mo -Jcmt Property exclusive of costs provided 
under Paragraphs 1 and 9 of Section I I , all salvage cream, value of mm-e'ed substance? purchased 
for secondary recovery and all taxes and assessments winch are levied, assessed ar.d paid upon the min ­
eral uiterest in and to the Join: Property. 

(2) Application of Overhead - Percentage Basis shall be as fclk-ws: 
For the purpose of determining charges on a percentage basis under Paragraph 23 of this Section I I I . de­
velopment shall include all costs m connection with dri l l ing, rcdriiltne, beep-m.rg or any remedial opera­
tions on any or ali wells involving the use of dri l l ing crew and equipment; abo, preh.-rm-.ary expenditures 
necessary in preparation tor dri l l ing and expenditures .com red m. abandon.rig when the weii is not com­
pleted as a producer, and original cost of construct: m or msta.lat.cn of f ixed assets, the expa.as.cn of fixed 
assets and any other project clearly discernible as a fa-:-.-:! amm. except Ida arc Construction os de._r.ed ir. 
Paragraph 2 of this Section I I I . A l l other costs snail be coasmered as Operating. 

erhead - Major Construction ^-Q 

comp^Tr^-CCi^Ocerator fcr overhead costs incurred 

Hi mean tne grcss cost of any one project. For the r.mpose of this p 
"single project shall not be treated separately and trie cost cf drill .ag and workover wells shall be excitra^vL 

-.endment of Rates 

e Overhead rates provided for in this Section I I I may be amended from time to tar.e cr.ly oy mutual agreement 
:ween the Parties hereto if, in practice, the rates are found to be insufficient or excessive. 

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

tor is responsible for Joint Account Material and shall make proper ..aci timely ch.-av-- and credits for ail ma-
movements affecting the Joint Property. Operator stiall provide all Material for Use on the Jcmt Property; how-
.: Operator's option, such Material may be supplied by the Non-Operator. Operator shall moke timely disposition 
and-or surplus Material, such disposal being made either through, r-.de to Operator or Nm-.-Gperator, division ir. 

mchase, cat shmi oe under a •ration to pu: 
1'b.e d.sposal of surplus Ccm.rolb.c.e Material 

- sale to outsiders. Operator ma; 
surplus condition A or 3 Material. 

.1 be agreed to by the Parties. 

rchases 

mriai purchased shall be charged m tne price paid by Operator after Paaetioi: cf all a 
Material found to be defective or returned to vendor for any other reason, credit sb; 
count when adjustment has beer, received by the Operator. 

ansfers and Dispositions 

aerial furnished to the Joint Property and Maternal transferred frcm. tr..- Jcmt lax;:-
rator, unless otherwise agreed to by the Parties, shall be priced or. the :'showing m 

.nts: 

New Material {Condition A) 

.'1) Tubular goods, except line pipe, shall be prated at :he current new :m:c: :n " 
maximum carload or barge load weight oasts, regardless o; mammy transferred 
published price f.o.b. railway receiving point or recognized barge- terminal no­
where such Material is normally availaDle. 

:2) Line Pipe 

(a) Movement of less than 30,000 r,c^r.ci shall be priced at ta-- current a-a.v p 
movement, as listed by a reliable supply store nearest trie Jo.a; Prcperty wf 
rr.ally available. 

(b) Movement of 30,000 pounds or more shall be priced under provisions of tabu 
graph 2A (1) of this Section IV. 

(3) Other Materia! shall be priced a: 'be current .new arm.-, ia m m .:; :.,:,- of :.. .. 
supply store or f.o.b. railway receiving pom: a care .-a. the Jo..at Prcperty ..acae s 
available. 

Good Used Material (Condition 3) 

Material in sound and serviceable conditio:; aad s-liable fee . - he withcut tecca m..-.; 

.1) Material moved to the Joint Property " - -

re. interest of Non-Ocerc 
- s e e . :e Ooera-

C ' ^ u u . . . C b 

.rest the J; 

: v o d . r. case 
tc the Joint 

d o: cy the 
cf cash dis-

o t h e 1 o w e s: 
mt Property 

.arena, is r.cr-

:mg m Para-

seventv-nve perc rev price. 
.2) Material moved f rom tne Joint Prcperty 

(a) At seventy-five percent ( m m ) current new pmce. 
i i Material was originally charged to the Jo.at Acorn 

dec:.on , v , 



( b ) at s ix ty- t ' .vo percent ( i i f P . , m t ; . - a : . . . " ' . . .: '1 . ' : .: mis SeC'.mn 
IV, if Material was origimEb- ••.tarsea tc the Jo..:.: . e m . . ' Ptcr.al ct sevmty-Eve per­
cent (~5C~C) of current v.v<; p::c-. 

The cost of recondiUOr.ir.it, if any, shad cc acscr'ced by tae aac a rea . ; propemy 

Other Used Material (Condition C and DJ 

. 1) 'Condition C 

Material which is not m sound aad serviceable conditiua aaa not su.table : r a. maomal fur.cf.cn a r i a 
after reconditioning shall be priced at f i f t y percent tab) '-1 af current nev price as le'.ormmed by Para­
graph 2A of this Section IV. The cast cf reconditioning si: h ;•<• c a a a to mo receiving property, pro­
vided Condition C value plus cost of reconditioning dees ac; exceed Cond.taa JB value. 

i.2) Condition D 

A l l other Material, including junk, shall be priced at u vM-e con-.rner.sura*->.- wi th its use or at prevailing 
prices. Material no longer suitable for its original put ;: me but usable for some other purpose, shall be 
priced on a basis comparable with that of items normally used f o f such other purpose. Operator may dis­
pose of Condition D Material under procedures normally utiiioed by the Operator without prior approval 
of Non-Operators. 

Obsolete Material 

Material which is serviceable and usable for its original function cut condition arc cr value or such Material 
is not equivalent to that which would just ify a price as provided above may be speedily priced as agreed to by 
the Parties. Such price should result in the Joint Account' being charged wi th tr.e value cf the service ren­
dered by such Material. 

Pricing Conditions 

t i ) Loading and unloading costs may be charged to the Joint Account at tae rate cf fifamr. cents (15c' per 
hundred weight on all tubular goods movements, in lieu of loading and uricmumg ccsts sustained, when 
actual hauling cost of such tubular goods are equalized under provisions of Paragraph. 5 of Section I I . 

(2) Material involving erection costs shall be charged at applicable percentage of tiae current kneci-ted-ciown 
price of new Material. 

•rnium Prices 

.enever Material is not readily obtainable at published or listed prices because of national omorcorcics, strikes 
ether unusual causes over which the Operator has r.o control, the Operator may charge the Jo.at Account to: the 
aired Material at the Operator's actual ccst incurred in providing such Material, m nm.-img it suitable for use, 
. in moving it to the Joint Property; provided notice in writ ing is furnished to Non-Operators of the proposed 
arge prior to bdling Non-Operators for such Material. Each Nor.-Operator shall have the right, by so electing ar.d 
".tying Operator wi thin ten days after receiving notice f rcm Operator, to furnish in kmc ail or part of his share 
such Material suitable for use and acceptable to Cperator. 

rranty of Material Furnished by Operator 

aerator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the 
at Account unti l adjustment has beer, received by Operator f rom the manufacturers or their agents. 

V. INVENTORIES 

• orator shall maintain detailed records of Cor.trcllaoie Materia., 

.odic Inventories, Notice and Representation 

• reasonable intervals. Inventories shall be taker, by Operator cf the Joint Acca mt Cer.'.reliable Material. 
Aten notice of intention to take inventory shall be giver, by Cper.v. m a: least thirty (ce) clays berore an;.- ca or. -
• is to begin so that Non-Operators may be represented when any inventory* is taken. Ec.'.uro cf Non-Operators 

oe represented at an inventory shall bmd Non-Operators to accept the inventory taker, by Operator. 

conciliation and Adjustment of Inventories 

enciliation of a pays.cal inventory with th.e Joint Account snail ':;•• made, and a Est of overages and s.-.ortages 
.. be furnished to the Non-Operators within six months following 'ae taking of tr.e inventory. Inventory ac-
m.er.ts shall be made by Cperator with the Joint Account mr overages anc shortage*, cut Operator shall be 
i accountable only for shortages due to lack of reasonable diligence. 

scial Inventories 

.cial Inventories may be taken whenever there is any sale or caange of interest ir. '.be Jcmt Property It snail 
the duty of the party selling to notify ali other Parties as quickly as ccssi.ole after ".be transfer of interest takes 
ce. In such cases, both the seller and the purchaser shall be governed by such inventory. 

,;ense of Conducting Periodic Inventories 

expense of conducting periodic Inventories shall not be charged to the Joint Account unless agreed to by tr.e 
eties. 



EXHI1UT "2 

AITACIPPD 10 ANO J-'ADK A PAPT OF " PPI'i CPKPviiNG AGRL12 •Ha , H 

liUGGINS DRAW UNIT Aid ! . 

CliAVbS COUNT*, NEW M3CJO; 

The proposed locations for the i n i t i a l tost '.veils s i u l l ho as 
fo l lows: 

T5S, R23E 
Sec.13: SE/4 

The I n i t i a l Test Wells shall hn d r i l l e d conioiT.\obly wdth A r t i c l e 9 
of the Made Well A n t i c l i n e Unit Agreement. 

A l l Costs and expenses incur reel i n connection with th.e I n i t i a l EGst 
Wells, including d r i l l i n g , t e s t i n g , and cxii-plering i n t o tanks, i f 
an o i l producer, or through gas separator, i f • •• pas prc.P:r, 
plugging and abandoning i f a dry hole, v\\i\ \ I O- io:::- by '.: .• v.v. > o i l 
Ccrnpariy and such otP.er parties hereto as agree to !mer s.:J: runts 
i n accordance with separate agreement ar.;cr;g tiv resolves, subject to 
the investment adjustment provisions of AJ t i d e 13 of t h i s 
Agreement. Any cash contributions received towards th.e dr: 1 iir.q of 
the I n i t i a l Test Wells shall belong to the parties sustaining tho 
r i s k of d r i l l i n g the I n i t i a l Test Wells. 

T i t l e examination f o r the I n i t i a l Test Wells shall ccrrnrise r.o less 
than 160 acres but not more than G40 acres, jr-or.-- cr less, arcurci 
the I n i t i a l Test Wells as designated by tho parties sustaining the 
r i s k of d r i l l i n g the I n i t i a l Test Wells. 

Tlie provisions of A r t i c l e 18.3 notv.'ithstanPi t o Unit Operr.t cr shall 
examine t i t l e to a l l leases, lands and int frost s, any portion, o. 
which f a i l w i t h i n the designated t i t l e e r a : a t ion area ai:cl shall 
furnish copies of a l l t i t l e opinions and report concerning the 
t i t l e examination with w r i t t e n recunner.da t i ons for approval oi 
disapproval of trie t i t l e to each cattrutted v. c: Ming interest cwr.or 
involved and thereafter the parties shall ndvi so operator ; n 
wr i t i n g w i t h i n f i f t e e n (15) clays a f t e r receipt of such t i t l e 
opinions or reports of approval or disapprovnl of t i t l e s . A l l 
costs of such examination s h a l l be charged as costs of d r i l l i n g the 
I n i t i a l Test Wells. 



or sna i l a t o i l Lit .:->S «:urii.P, t ho t •>: .-. of •<•. :>t r . • • • *V. i n ' : 

nee, for the benefit of the parlies ie.i'eto, f . - . d - j • . : , •...: i • ; c r. .•< ceptaole 

.'orker's Compensation, inch.-i an "a i : • «••. ••• . : • , •. -, : . •• '. lhe 
wh ••>»-<•» ' nn oper."! I i C ns 0 re . U i • 

;nce wi th a 1 inj i t of not "less then $100, o u a . 

apprehensive General L i a b i l i t y Ir.su ram tr, im imp- •. ,-.-s:'.- • •,; rat i-ms (inU 
t contractual l i a b i l i t y insurance, v. i ui. 1 m: i.'f. : , ; P^s t 

$S0o,000 - p<.ch occur: ••-.'.(' 
$100,000 - for loss of. c r ;-je ' ;mon .-riy j . - . an: :, .- •„:v.^.-rer.ee 

'D.T.prehensive Aulor.nb-Ue Liauil :. ly '.;.:-!.<•-;•. •;• • . '.erinc ; . i ' .;. ve - - . i ; ; . :, i &nt 
n perfonnance of work - under this ap5v,.e"l wu;^ m a i l : cf :.ol V-sr. Iran: 

5?50, GOO - c-scr. Pcrscn 
$1)00,000 - oaci: occurrence 
$100,000 - for loss of or r:!:.:. :.. ar.mmra ; i : •:, occurrence 

l i a b i l i t y insurance may be carri 

"^Srmrtr; 





AlT/iQiKD TO AND MAEE A . . « 1 ' Ed ! .' ; E . . . . •-• '-•; • **•••**"•-••> 
* *• , UNIT AREA , ..LEVI'S CGE'rlS", EV ' v ' "'• 

g the performance of r n i s caoaracc, : : I _ • - --. -irce. :.. .. : 

(1) The Ope r i tor will -c; : • ccr-.c.:--.ate r r o : . s --ohc.ue : •- accl 
rployr.ent oecause of rice, ccler, re'ighsr, -... ;i::.h err; in cr :;v. "he 
cor will take a f f i rma t i ve action co ens.ro :.-ac :.;oiican:s ar • emo'.cyec , 
.oae employees are treated during emp 1 oymen:, ,vi:hou: regard to their race, 

religion, national origin or sex. Seen aciion snail induce, but no: be 
:=d to the following: Employment, upgrading, cerro tion cr transfer; recruit-
or recruitment advertising; layoff or terni nau :r; races of cay cr other 
of compensation; anc selection for tra ini r.o , ire'.'/ding apcrorticosni c . 

loerator agrees to post in conspicous places, available tc emoloye.es anc ap-
.nts for employment notices to be provided for the ten tract: ".g, officer see-
forth the provisions of this non-discrimir.at."icn clause. 

(2) The Operator w i l l , in all solicitations or advertisements for employees 
ed by or on behalf of tne Operator, state, tha: all qualified applicants will 
ive consideration for employment without regard to race, color, religion, 
onal origin or sex. 

(3) The Operator will send to eacn la cor .men. or representative c - wor-
vith which it has a collective bargaining agreement or other contract zr 

•s tana ing, a notice to be provided by the agency ccr.craccing officer, ac-
ng the labor union or worker's representative of che Operator's commitments 
r Section 202 of Executive Order 11246 of September 14, 1955, and stall post 
es of the notice in conspicuous places availaole cc employee: anc aoplicants 
employment. 

(4) The Operator will comply with all orevisions of Executive Greer 112-5 of 
ember 24, 1965, and of the rules, regulations and relevant orders of tne Sec-
ry of Labor. 

(5) The Operator will furnish all information, aoo reports required oy Ex ecu-
Order 11245 of September 24, 1965, and by the rules, reculatior.s and orders 

.he Secretary of Labor, or pursuant thereto, and will permit access co its 
rs, records anc" accounts by tne contracting agency and tne Secretary of Labor 
purposes of investigation to ascertain compliance with such rules, regulations 
orders. 

(6) In the event of the Operator's non-comolian.ee with the non-ci scrimi nation 
uses of this contract or with any of such rules, regulations or orders, this 
"ract may be cancelled, terminated or suspended in whole or in cart and the 
-ator may be declared ineligible for further Gcvermer.t contracts in accordance 
procedures authorized in Executive Order 11245 of September 24, 1955, and 

'. other sanctions may be imposed and remedies invoked as provided in Executive 
:r 1 1246 of September 24, 1 965, or try rule, regulation cr order of one Secre-

of Labor, or as otherwise provided by law-

(7) The Operator will include the provisions of Paragraphs \1 ) through (7) 
very subcontract or purchase cr-eer unless exempted by rules, regulations o-
.rs of the Secretary of Labor issued pursuant to Seccion 204 of Executive Order 
46 of September 24, 1965, so that such provisions will be binding upon each sub 
tractor or ve.ocor. The Operator will take such actio,-! with respect to any sub­
tract or purchase order as the contracting agency -cay airect ac a means of en­
ding such provisions including sanctions for non-compliance: "rov: s i , however 
: in the event the Operator becomes involved in, or is threatened wi:n, i i t i -
'on with a subcontractor or vendor as a result of 5..cn direction by the ccntrac 
: agency, the Cperator may request the United States to enter in:: ;„ch l i t i -
.on to protect the interests of the United States. 

. C - J I - I - t C e 

Operator acknowledges that i : may ce ;.;:•.•• to f:" 1 e Standard Form 100 
tulgated jointly by the Office of Federal Ccn-aoc Cornelian; 
: Opportunity Commission anc -lens for Progress wi th Joint : 

era! Depot, Jeffersonvilie, Inciana, within cni:"/ '30; cays of are :.:e of ccn 
ct award i f such report has not ceen filed for : e cursor-: and otherwise 
ply with or f i l e sucn other compliance retorts a: -ay oe recci-ee under Execuci 
ar 1 1 245, as amended and Rules and Regulations adecteq. enercm :a.- . 

c* 

Operator further acknowledges that ne may e- reeuiree :; dove!cp a .-..•,:: 
cative action compliance program as required by tne Rules ar: -caul a:i sr.s co­
ved by the Secretary of Labor under- a other it;, or" E. 
-Operators with a copy of sucn program i f they sa 



Cperator assures Non-Operators tr.at io ooes rot and wi11 no: maintain 
-ovide for its employees any segregated f a c i l i t i e s a: any cf i ts establish-
s, and that i t does not and will not permi t its employees to oerfcrm their 
'ices at any location, under its control, where segregated fa c i l i t i e s are main-
ed. For this purpose, i t is understood tha: tr.e pnrase "segregated f a c i l i t i e . 
udes fa c i l i t i e s which are in fact segregate: or. a basis of race, cc 1 DP, religion, 
ational origin, because of habit, local custom or otherwise. I t is further 
crstood and agreed that maintaining or providing segregated f a c i l i t i e s for its 
'oyees or permitting its emolcyees to perform'.their services at any location under 
control where segregated f a c i l i t i e s are mai n:ai r.-ec is a violation cf tne ..qual 

c--tunny clause required by Executive Order 1 1 245 of Ceptemoer 24, 1 955. 

Operator further understands and agrees that a oreacn cr" the assurance 
-in contained subjects i t to the provisions of the Order ac 41 CF?. Chapter 50 
tne Secretary of Labor dated May 21, 1 963, and trie provisions of the equal 
..-tunity clause enumerated in' contracts between tne United States of .-merica anc. 
-Operators. 

Whoever knowingly and w i l l f u l l y makes any raise, fictitious or fraudulent 
resentation may be liable to criminal prosecution under 13 U.S.C. sec. 1001. 
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