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TRACT] # IAND DESCRIPTION NO. OF |[SERIAL NO.&|BASIC ROYAL LESSEE OF RECORD ORR % WL OWNER & %
ACRES |EXP. DATE |OWNERSHIP % )
1 T5S,R23E 2535.13 NM25341 12.5% USA Yates Petroleum Corporation{D & J Trust |Yates Petrolum Corporation
Sec. 3:Lot 3(40.32),4(40.37) S/2NW,SW 6-1-85 100% 25%, MYCO Industries, Inc. 5% 25%, MYCO Industries,
Sec. 4: S/2N/2, S/2 25%, Yates Drilling Campany Inc.. 25%, Yates Drilling
Sec. 5: Lots 1(40.16),2(40.14),3(40.12) 25%, ABO Petroleum Cavpany 25% , ABO
4(40.11),S/2NE, SWNW Corporation 25% Petroleum Corporation 25%
Sec 6: Lots 1(40.11),2(40.13)6(43.67)
7(43.49)E/2SW,S/2NE,SE
Sec. 7: Lots 1(43.33),2(43.18),E/2NW,NE
Sec. 8: N/2
Sec. 10: W/2
2 T4S, R23E 800.00 {NM29411 12.5% USA Amoco Production Ccmpany James C. Amoco Production Campany
Sec. 26: SE 4-1-87 100% 100% Wilborn-1% of {100%
Sec. 33: All 8/8ths :
Calvacade 0Oil
Co.-2.4% of
8/8ths;
. Bobby Unser-
4/10ths of 1%
of 8/8ths;
Bobby Unser, (ustodian
4/10 of 1% of
8/8ths;
Fred W. Wellborn
& Louise Wellborn
Revocable Trust
4/10ths of 1%
of 8/8ths.
3 T4S, R23E 2080.00{NM30736 12.5% USA John A. Yates None John A. Yates 100%
Sec. 14: S/2 9-1-87 100% 100%
Sec. 23: E/2
Sec. 24: All
Sec. 25: NW, W/2 NE,SENE,NESE
Sec. 26: NE
Sec. 35: N/2




EXHIBIT "B"

Schedule of lands lying within the Huggins Draw Unit Area

Page 2 of 24

TRACT| # IAND DESCRIPTION NO. OF |SERIAL NO.&{BASIC ROY. LESSEE OF RECORD ORR % WI OWNER & %
ACRES EXP. DATE OWNERSHIP %
4 T4S, R23E 2560.00 |NM32307 12.5% USA |Inexco Oil Campany None Inexco 0il Company 100%
Sec. 15: E/2 8-1-88 100% 100%
Sec. 22: E/2, SW, SWNW,E/2 NW
Sec 27: N/2
Sec. 28: All
Sec. 29: E/2
Sec. 31: SESE
Sec. 34: E/2
5 T4S, R23E
Sec. 31: lLots 2(44.00),3(44.04),4(44.10){1418.05|NM32310 12.5% USA |Inexco Oil Company 100% None Inexco 0il Company 100%
T5S, R23E 8-1-88
Sec. 7: lots 3(43.03),4(42.88),E/25W,SE
Sec. 8: S/2
Sec. 9: All
6 T5S, R23E 2160.00|NM32316 12.5% USA |Inexco Oil Campany None Inexco 0il Campany 100%
Sec. 17: N/2, SW, N/2SE,SWSE 8-1-88 100% 100%
Sec. 20: S/2
Sec. 21: N/2
Sec. 28: S/2
Sec. 29: N/2
Sec. 33: SE, SENE, W/2NE
7 |T5S, R23E 40.001NM32321 12.5% USA |McKay 0Oil Corporation Melvin & McKay 0il Corporation 28.75%
Sec 20: NENW 11-1-88 100% 28.75%, Transwestern Gas Elaine Wolf 9%,| Transwestern Gas Supply Co.
Supply Co. 16.875%, Pacific|Ernest P. Otto-| 16.875%, Pacific Lighting
Lighting Gas Development 1/3 of 1%, Gas Development Co. 16.875%
Co.,16.875%, Hunt Oil Gary C. Hunt 0il Company 18.75%
Co. 18.75%, C & K Petro— Mitchell 2/3 of] C & K Petroleum Camnpany
leum Co. 18.75% 1% 18.75%
8 T5S, R23E 160.00{ NM32322-A |12.5% USA |McKay Oil Corporation Ernest P. Otto | McKay 0Oil Corporation 28.75%
Sec. 32:NE/4 11-1-88] 100% 28.75%, Transwestern Gas 1/3 of 1%, Pacific Lighting Gas Deve'-
Supply Co.,16.875%, Pacific|Gary C. opment 16.875%, Transwestern
. Lighting Gas Development Mitchell 2/3 of| Gas Supply Co. 16.875%,
Co. 16.875%, Hunt Oil 1%, Hunt 0il Co. 18.750%
Co. 18.750%, C&K Petro- Melvin & C & K Petroleum Company

leum Campany 18.750%

Flaine Wolf 9%

18.750%
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TRACT| # LAND DESCRIPTION TNO. OF |SERIAL NO.&|BASTIC ROY. LESSEE OF RECORD ORR % WI OWNER & % |
ACRES FXP. DATE OWNERSHIP %
9 T5S,R23E 480.00 30737 12.5% USA [|Yates Petroleum Corporation|None Yates Petroleum Corporation
Sec. 27: W/2 9-1-87 100% 100% 100%
Sec. 34: SW/4
10 |T5S,R23E 40.00 [NM30738 12.5% USA |Yates Petroleum Corporation|None Yates Petroleum Corporation
Sec. 34: SWNW 9-1-87 100% 100% 100%
11 |T4S,R23E 320.00 NM32336 12.5% USA |McKay 0Oil Corporation Marvin & McKay 0il Corporation 28.75%
Sec. 30: E/2 8-1-88 100% 28.75%, Hunt Oil Corpora- |Estelle Wolf Hunt 0Oil Corporation 18.75
tion 18.75%, C & K Petro—- |4-1/3%, C & K Petroleum Inc. 18.75
leum Inc. 18.75%, Gary C. Transwestern Gas Supply
Transwestern Gas Supply Co.|Mitchell 2/3 of |16.875%, Pacific Lighting
16.875%, Pacific Lighting 1%, Lawrence |[Gas Development Co. 16.875%
Gas Development Co. 16.875%|H. Wolf 5%
12 |T4S, R23E 1600.00 NM32337 12.5% USA [McKay 0Oil Corporation Marvin & McKay 0il Corporation 28.75%
Sec. 17: A1l 9-1-88 100% 28.75%, Hunt Oil Corpora- |Estelle Wolf Hunt 0il Comp. 18.75%
Sec. 20: All tion 18.75%,C & K Petro- 4-1/3%, C & K Petroleum Inc. 18.75%
Sec. 21: $/2 leum Inc. 18.75%, Gary C. Transwestern Gas Supply
Transwestern Gas Supply Co.|Mitchell 2/3 of[16.875%, Pacific Lighting
16.875%, Pacific Lighting |1%, Gas Development Co. 16.875%
Gas Development Co. 16.875%| Lawrence H.
Wolf 5%
13 |T5S, R23E 168.03 NM33217 12.5% USA |McKay Oil Corporation Melvin & McKay Oil Corporation 28.75%
Sec. 6:Lot 3(40.15),4(44.03),5(43.85) 6-1-91 100% 28.75%, Hunt Oil Corpora- |Elaine Wolf 9% |Transwestern Gas Supply Co.
SENW tion 18.75%, C&K Petro- Gary C. 16.875%, Pacific Lighting
leun Inc. 18.75%, Mitchell 2/3 of|Gas Development Co. 16.875%
Transwestern Gas Supply 1%, Hunt 0Oil Coampany 18.75%
Co. 16.875%, Pacific Ernest P. Otto {C & K Petroleum Co. 18.75%
Lighting Gas Develo ment 1/3 of 1%
Co. 16.875%
14 |T5S, RZ23E 40.00 |NM38867 12.5%USA Mitchell Energy Corporation| Rob. W. Platt |Mitchell Energy Corporation
Sec. 5: NWSW 4-1-91 100% 50%, Michael T. Halbouty and wife, 50%, Michael T. lHalbouty
Energy Camp. 50% Betty 5% Energy Co. 50%

Total Federal Lands

HA~omH.m¢
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TRACT | # IAND DESCRIPTION NO. OF |[SERIAL NO.&|BASIC ROY. . LESSEE OF RECORD ORR % WI COWNER & %
ACRES EXP. DATE |OWNERSHIP 3%
STATE LANDS
15 |T4S, R22E 320.00|1G-5556-1 {12.5% State | McKay 0il Corporation Marvin Wolf et |[McKay 0Oil Campany 25% ,
Sec. 36: S/2 7-1-88 of New Mex- {25%, Transwestern Gas ux, Melvin Wolf |Transwestern Gas Supply
ico 100% Supply Co. 75% et ux 9%, Canpany 75%
Ernest P. Otto
1/3 of 1%,
Gary C. Mitchell
2/3 of 1%
16 T4S,R23E 640.00 | LG5557 12.5% State McKay Oil Corporation 25% |(Marvin Wolf et [McKay Oil Corporation 25%
Sec. 16: All 7-1-88 of New Mex- |Transwestern Gas Company ux, Melvin Wolf |Transwestern Gas Company 75%
ico 100% 75% et ux 9%, FErnest
P. Otto 1/3 of |1%,
Gary C. Michell2/3
of 1%
17 |T4S, R23E 1280.00|LG-5558 12.5% State |{Inexco Oil Campany None Inexco Oil Campany 100%
Sec. 32: All 7-1-88 of New Mex-{100%
Sec. 36: All ico 100%
18 T5S, R22E 1281.08|LG-5559 12.5% State |Inexco 0il Campany None Inexco 0il Campany 100%
Sec. l:Iots 1(40.02),2(40.08),3(40.12) 7-1-88 of New Mex-|100%
4(40.18),5/2N/2,S/2 (all) 100%
Sec. 2: Lots 1(40.19),2(40.18),3(40.16)
4(40.15) S/2N/2, S/2(all)
19 |T5S8, R22E 1280.00| 1LG-5500 12.5% State|Inexco 0il Campany None Inexco 0il Campany 100%
Sec. 12: All 7-1-88 of New Mex—|100%
Sec. 13: All 100%
20 T55, R23E 481.47|1G-5567 12.5% State|Inexco 0il Campany None Inexco 0il Campany 100%
Sec. 2: Lots 3(40.16) 4(40.20), 7-1-88 of New Mex-|100%
S/2¥, SW, ico 100%
Sec. 4: Lot 1(40.36),2(40.31),3(40.25)
4(40.19)
21 1758, R23E 1289.79| LG-5568 12.5% State| Inexco 0Oil Campany None Inexco 0il Carpany 100%
Sec. 16: All 7-1-88 j of New Mex—| 100%
Sec. 18: Lots 1(42.71),2(42.53),3(42.36) ico 100%

4(472.19) B/2W/2, /2
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TRACT | # IAND DESCRIPTION NO. OF [SERIAL NO.&|BASIC ROY. " LESSEE OF RECORD ORR % WI OWNER & %
ACRES EXP. DATE OWNERSHIP %
22 T5S, R23E 1291.94 |[IG-5569~-1 |[12.5% State}McKay 0il Corporation 25% |Marvin Wolf et |McKay Cil Corporation 25.%
Sec. 19: Lots 1(42.03),2(41.90),3(41.78) 7-1-88 of New Mex~| Transwestern Gas Supply ux & Melvin Transwestern Gas Supply
4(41.66) ,E/2W/2,E/2 (All) ico 100% Campany 75% Wolf, ex ux 9% |Carmpany 75%
Sec. 30: Lots 1(41.48),2(41.25),3(41.03) Ernest P. Otto
4(40.81) E/2W/2, (All) 1/3 of 1%,
Gary C. Mitchell
2/3 of 1%,
23 T5S, R23E 160.00 |IG-5570-1 |12.5% State|McKay Oil Corporation 25% |Marvin Wolf et |McKay Oil Corporation 25%
Sec.32: NW/4 7-1-88 of New Mex-| Transwestern Gas Supply ux & Melvin Transwestern Gas Supply
ico 100% Campany 75% Wolf, et ux 9%, |Campany 75%
Ernest P. Otto
1/3 of 1%,
Gary C. ZHwn:mH?
2/3 of 1%,
Total State Acreage m‘owb.w%
24 T4S,R22E 160.0016-5-86 3/16 Martha|Yates Petroleum Corp. 70% |[None Yates Petroleum Corp. 70%
Sec. 35: SwW/4 C. Spoon Yates Drilling Campany 10% Yates Drilling Campany 10%
100% Myco Industries, Inc. 10% Myco Industries, Inc. 10%
Abo Petroleum Corp. 10% Abo Petroleum Corp. 10%
*5-4-86 1/8 Richard|Stevens 0il Campany 100% None Stevens 0il Camwpany ?
A. Spoon, et
ux ?
*5-7-86 1/8 Carol |Stevens 0il Campany 100% None Stevens 0il Caompany ?
Imogene Fox
et vir ?
*5-7-86 1/8 Lena Stevens 0il Company 100% None Stevens 0il Campany ?
Lou Spoon

Meyer ?
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TRACT | # TAND DESCRIPTION NO. OF [SERIAL NO.&|BASIC ROY. - LESSEE OF RECORD ORR % W1 OWNER & %
ACRES EXP. DATE |OWNERSHIP % .
24 (con't) *5-7-86 1/8 Bobby J Stevens 0il Campany 100% None Stevens 0il Company ?

Spoon, et ux ?

*5-8-86 1/8 Billy Stevens Oil Campany 100% None Stevens 0il Company ?
H.Spoon, et ux ?

*5-7-86 1/8 Bula  Stevens Oil Company 100% | None Stevens Oil Campany ?
Fay Spoon ?

*5~8-86 1/8 Roy Stevens 0il Company 100% None Stevens 0il Company ?
Fdward Spoon ?

*5-8-86 1/8 Jack Stevens 0il Company 100% None Stevens 0il Campany ?
Buford Spoon ?

*5-6—-86 1/8 Ruth Stevens 0il Campany 100% None Stevens 0il Company ?
Thamnpson,
et vir ?

*The nine (9) oil and gas leases in favor
Spoon claims to be the sole heir of Charles H. Spoon.
has been reviewed the ownership shall be revised to show the actual ownership of

25

T4S,R22E
Sec. 35: SE/4

of Stevens 0il Campany above along with the Yates group lease are all heirs of Charles H. Spoon. Martha C.

160.00
(120.00

( 40.00

6-15-89

6-15-89

1/8 Jerry Rio Petrol, Inc. 54%

Don Martin Stevens

0il Campany 30%

and wife Curtis Stevens 10%

Waneta Kay John D.
Martin 75%

1/8 Ronald
Charles Martin
and wife Betty
S. Martin 25%

Cadigan 6%

Sam D. Gardiner
2.5% of 40% of
8/8ths.

The Estate of Charles H. Spoon was not probated in Chaves County, New Mexico. When the probate
the heirs of Charles H. Spoon.

Rio Petrol, Inc. 54%
Stevens 0il Campany 30%
Curtis Stevens 10%
John D. Cadigan 6%
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WI OWNLER & %

Yates Petroleum Corp. 20%
Yates Drilling Company 10%
Myco Industries, Inc. 10%
Ao Petroleum Corp. 10%

Fred Pool, Jr. 50%

Estoril Producing Corp.
18.75%, Stringer 0il & Gas
5 Campany, Inc. 18.75%,

F&D Partnership 12.5%

1

1ses
11born
born

.15%

Fred Pool, Jr. 50%

TRACT| # IAND DESCRIPTION NO. OF |SERIAL NO.§ BASIC ROY. - LESSEE OF RECORD ORR %
ACRES EXP. DATE (WNERSHIP %
26 T4S,R23E 320.00 18-5-89 1/8 Glaze |Yates Petroleum Corp. 40% |None
Sec. 1l4: NW 160.00)| (HBP) Morrison Yates Drilling Company 20%
Sec. 15: NW Sacra and |Myco Industries, Inc. 20%
wife Marteal Abo Petroleum Corp. 20%
Graham Sacra
and Thamas
Allen Sacra
Jr. & wife
Dorothy
Williams Sag¢ra
50%
160.00 | 8~-1-86 3/16 Bertrite Fred Pool, Jr. 100% None
H. Hoggue 5D%
27 T4S,R23E 160.00 | 5-26-86 3/16 E&D Estoril Producing Corp. Napa Petroleum
Sec.l4: NE/4 (80.00) Partnership| 37.5%, Stringer 0il & Gas | Inc. 0.9%,
50% Campany, Inc. 37.5% Randall L. Capp
E&D Partnership 25% 0.4453125%
Cavalcade 0il
Corp. 0.3%,
Michael R. Hyde
0.25%, Michael [J.
Levenson 0.1796B75%
Johnson Enterpr
0.15%, Fred We
and Louise Well]
Revocable Trust
dated 10-7-77 O
(80.00) 8-1-86 3/16 Bertrice Fred Pool, Jr. 100% None
H. Hoggue 30%
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TRACT| # LAND DESCRIPTICN NO. OF |SERIAL NO.&|BASIC ROYALTY LESSEE OF RECORD ORR % WL OWNER & %
ACRES EXP. DATE OWNERSHIP %
28 T4S,R23E 800.00 |8-5-89 1/8 Glaze Yates Petroleum Corp. 40% |None Yates Petroleum Corp. 40%
Sec. 21: NE/4 (HBP) Morrison Yates DRilling Comp. 20% Yates Drilling Campany 20%
Sec. 23: SW/4 Sacra and Myco Industries, Inc. 20% Myco Industries, Inc. 20%
Sec. 25: SW/4 wife, Marteal|Abo Industries, Inc. 20% Abo Petroleum Corp. 20%
Sec. 29: SW/4 Graham Sacra
Sec. 34: SW/4 and Thamas Allen
Sacra, Jr. and
wife, Dorothy
Williams mmowﬂ 100%
29 T4S,R23E 960.00 |5-26-86 3/16 E&D Estoril Producing Corp. Napa Petro- |Estoril Producing Corp
Sec. 15: SE/4 Partnership |[37.5%, Stringer Cil & Gas {leum Inc. 1.8% 37.5%, Stringer Oil & Gas
Sec. 21: NW/4 100% Campany, Inc. 37.5%, Randall L. %Oojmmb<~ Inc. 37.5%,
Sec. 22: NWNW E&D Partnership 25% Capps 0.890625% FE&D Partnership 25%
Sec. 23: NW/4 Cavalcade 0il
Sec. 25: W/2 SE, SESE Corp. 0.6%,
Sec. 29: NwW/4 Michael R. Hyden
Sec. 34: NW/4 0.5%, Michael J.
Levenson 0.359375%
Johnson Enter—
prises 0.3%,
Fred Wellborn |&
Louise Wellboxn
Revocable Trust
dated 10-1-77{0.3%
30 T4S,R23E 40.00 3/16 E&D Estoril Producing Corp. Napa Petro—- |(Estoril Producing Corp.
Sec. 25: NENE (20.00)} 5-26-86 Partnership |37.5%, Stringer Oil & Gas | leum, Inc. 18.75%, Stringer 0il & Gas
50%, Campany, Inc. 37.5%, 0.9%, Randall [Campany, Inc. 18.75%,
E&D Partnership 25%, L. Capps E&D Partnership 12.5%
0.4453125%,
Cavalcade 0il
Corp. 0.3%,
Michael R. Hyden
0.25%, Michael
J. Levenson
0.1796875%
Johnson Enter+

prises 0.15%,
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TRACT] # IAND DESCRIPTICN NO. OF |SERIAL NO.&|BASIC ROYALTY | LESSEE OF RECORD ORR % WI OWNER & %
ACRES |EXP. DATE |OWNERSHIP %
30 (con't ) Fred Wellborn [&
Louise Wellborn
Revocable Trugt
dated 10-1-77 [0.15%
(6.67) [8-6-86 3/16 Doris Stevens 0il Comp. 37.5% Sam D. Gard- (Stevens Oil Camp. 18.75%
Inez BAlcorn |Robert R. Walker 25% iner 1.25% Robert R. Walker 12.5%
16.67% Rio Petrol, Inc. 22.5% Rio Petrol, Inc. 11.25%
Curtis Stevens 12.5% Curtis Stevens 6.25%
John D. Cadigan 2.5% John D. Cadigan 1.25%
(6.67) [8-6-86 3/16 Jack C
Heffington
16.67%
(6.66) [8-6-86 3/16 Martha
B. Rankin
16.66%
31 T4S,R23E 160.00 3/16 E&D Estoril Producing Corp. Napa Petro- [Estoril Producing Corp.
Sec. 26: Nw/4 (80.00)|5~26-86 Partnership {37.5%, Stringer O0il & Gas |leum, Inc. o.&w 18.75%, Stringer 0il &
50% Company, Inc. 37.5%, Randall L. Gas Company, Inc. 18.75%
E&D Partnership 25% Capps E&D Partnership 12.5%

0.4453125%,
Cavalcade 0il
Corp. 0.3%,

Michael R. Hyden

0.25%,
J. lLevenson
0.1796875%

Johnson Entern
prises 0.15%,
Fred Wellborn

Michael

Iouise Wellbdrn
Revocable Trust

dated 10-1-77

0.15%
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TRACT | # IAND DESCRIPTION NO. OF {SERIAL NO.& |JBASIC ROYALTY LESSEE OF RECORD ORR % WL OWNER & %
ACRES EXP. DATE JOWNERSHIP %
(80.00) | 6~20-90 1/8 George W. |[Tom L. Ingram 100% None Tem L. Ingram  50%
Kindsfather
and wife Mollie
Kindsfather
50%
32 T4S,R23E 160.00 {8-5-84 1/8 Glaze Yates Petroleum Corp. 40% |None Yates Petrcleum Corp. 20%
Sec. 26: SW/4 (80.00) | (HBP) Morrison Yates Drilling Camp. 20% Yates Drilling Camp. 10%
Sacra and Myco Industries, Inc. 20% Myco Industries, Inc. 10%
wife Marteal |Abo Petroleum Corp. 20% Abo Petroleum Corp. 10%
Graham Sacra
and Thanas
Allen Sacra, Jr.
and wife Dorothy
Williams Sacrd 50%
(80.00) |6-20-90 1/8 George W. |[Tam L. Ingram None _HGE L. Ingram 50%
Kindsfather
and wife Mollie "
| Kindsfather 54% :
33 T4S,R23E 160.00 3/16 E&D Estoril Producing Corp. Napa Petro- _MmﬁOHHH Producing Corp.
Sec. 27: SE/4 (80.00) |5-26-86 Partnership [37.5%, Stringer Oil & Gas |leum, Inc. 0.9%, 43.75%, Stringer Oil
50% Carpany, Inc. 37.5%, Randall L. Capps Gas Campany, Inc. 43.75%
E&D Partnership 25% 0.4453125%, E&D Partnership 12.5%
Cavalcade 0Oil
Corp. 0.3%,
Michael R. Hyden
0.25%, Micha€l
J. Levenson
0.1796875%,
Johnscn Enter-
prises 0.15%,
Fred Wellborn &
Louise Wellborn
Revocable Trust
dated 10-1-77 [0.15%
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TRACT # IAND DESCRIPTION NO. OF [SFRIAIL NO.&|BASIC ROYALTY LESSEE OF RECORD ORR $% WL OWNER & %
ACRES EXP. DATE OWNERSHIP %
33 (con't) (26.67) |4-3-86 5/32 Tam R. Michael R.
Murray 16.67% Hyden 1%,
Randall L.
Capps 0.984375%
Napa Petro-
Jeum, Inc. 0.9%
Michael J.
TLevenson 0.453125%
Cavalcade 0il
Corp. 0.3%,
Johnson Enter-
prises 0.15%
Fred Wellborn §
_ Lousie Wellbor
“ Revocable Trust
_ dated 10-1-77 0.15%
]
| (26.67) |4~3-86 5/32 Helen
Murray White
16.67%,
(26.67) |4-3-86 5/32 Carl L.
Murray and
wife, Mary
Jane Murray
16.66%
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TRACT # LAND DESCRIPTION NO. OF [SERIAL NO.&|BASIC ROYALTY| LESSEE OF RECORD ORR 2 WI OWNER & 3%
ACRES EXP. DATE |OWMERSHIP %
34 T4S,R23E 160.00 1/8 Glaze Yates Petroleum Corp. 40% |None Yates Petroleum Corp. 20%
Sec. 27: SW/4 (80.00) {8~5-89 Morrison Yates Drilling Campany 20% Yates Drilling Campany 10%
(HBP) ‘|Sacra and Myco Industries, Inc. 20% Myco Industries, Inc. 10%
wife Marteal |Abo Petrcleum Corp. 20% Abo Petroleum Corp. 10%
Graham Sacra
and Thamas
Allen Sacra, Jr.
and wife Dorothy
Williams Sacra
50%
(26.67) |4-3-86 5/32 Tam R. |Estoril Producing Corp. 50%{Michael R. Estoril Producing Corp. 25%
Murray 16.67%|Stringer 0il & Gas Hyden 1% Stringer 0il & Gas Ccmpany,
Campany, Inc. 50% Randall L. Inc. 25%,
Capps 0.984375%
Michael J.
Levenson
0.453125%,
Cavalcade 0Oil
Corp. 0.3%,
Johnson Enter-
prises 0.15%,
Fred Wellborn |and
Louise Wellbofn
Revocable Trusgt
dated 10-1-77 |0.15%
(26.67)|4~3-86 5/32 Helen
Murray White
16.67%
(26.67)|4-3-86 5/32 Carl L.
Murray and
wife Mary Jean
Murray 16.66%
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TRACT | # LAND DESCRIPTION NO. OF |SERIAL NO.&|BASIC ROYALTY LESSEE OF RECORD ORR % WI OWNER & %
ACRES EXP. DATE |OWNLRSHIP %
34 T4S,R23E 160.00 1/8 Glaze Yates Petroleum Corp. 40% |None Yates Petroleum Corp. 20%
Sec. 27: SW/4 (80.00) |8~5-89 Morrison Yates Drilling Campany 20% Yates Drilling Campany 10%
(HBP) Sacra and Myco Industries, Inc. 20% Myco Industries, Inc. 10%
wife Marteal [Abo Petroleum Corp. 20% Abo Petroleum Corp. 10%
Graham Sacra
and Thamas
Allen Sacra, Jr.
and wife Dorothy
Williams Sacra
50%
(26.67) |4-3-86 5/32 Tom R. Estoril Producing Corp. 50%|Michael R. Estoril Producing Corp. 25%
Murray 16.67%|Stringer Oil & Gas Hyden 1% Stringer 0il & Gas Company,
Company, Inc. 50% Randall L. Inc. 25%,
Capps 0.984373%%
Michael J.
Levenson
0.453125%,
Cavalcade 0il
Corp. 0.3%,
Johnson Enter-+
prises 0.15%,
Fred Wellborn [and
Louise Wellborn
Revocable Trudt
dated 10-1-77 |0.15%
(26.67)|4-3-86 5/32 Helen
Murray White
16.67%
(26.67)}|4-3-86 5/32 Carl L.
Murray and
wife Mary Jeah
Murray 16.66%
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TRACT

LAND DESCRIPTION

NO. OF
ACRES

SERTAL NO. &
EXP. DATE

BASIC ROYALTY|

OAWNERSHIP %

LESSEE OF RECCORD

WI OWNER & %

35

T4S,R23E
Sec.35: SH

160.00
(70.00)

(10.00)

5-26-86

1-5-85

3/16 EsD
Partnership
43.75%

3/16 Dora

L. McKnight
Dora ILea
Sanders Bean
and Leland L.
Fellows, Ind.
Tr. under the
wWill of L.T.
Iewis, dec.
6.25%

Estoril Producing Corp.
37.5%, Stringer 0il & Gas
Company, Inc. 37.5%,

E&D Partnership 25%

FPC 1981 Ltd. 43.7332%

SOG 1981 Ltd. 12.5%

Canyon Energy, Inc. 15.625%
MEG Petroleum Corp. 12.5%
Stringer Joint Venture
8.3334%, Magnum V. Energy
2.5%, In-House, Ltd.
1.1214%, Estoril Producing
Corp. 0.781275%, Gary L.
Richards 0.6667%, Fred M.
Allison III 0.5437%, James
W. Curnutt 0.5%, william S.
Ryan 0.5%, Phillip D.
Dunford 0.435%, Fred M.
Allison 0.260425%

Napa Petro-
leum, Inc.

Estoril Producing Corp.
16.40625%, Stringer 0il &

0.7875%, mmmm Campany, Inc. 16.40625%

Randall L. Ca
0.389648%,

Cavalcade 0il
Corp. 0.2625%,
Michael R. Hyd

s E&D Partnership
10.9375%

en

0.21875%, Michael

J. Levenson 0.
Johnson Enter-
prises 0.13125
Fred Wellborn

15723%

3

& Louise Wellborn
Revocable Trust

dated 10-1-77
0.13125%

Stringer 0Oil
& Gas Trustee

EPC 1981, Ltd. 6.91370%
SOG 1981, Ltd. 1.97610%

1981 .118578%iCanyon Energy, Inc. 2.47013%
Estoril Produ+MEG Petroleum Corp. 1.97610%

cing Corp.
.10380%,
Bruce C.
Conroe .014763

Stringer Joint Venture
1.31741%, Magnum V. Energy
0.39522%, In-House, Ltd.
0.17728%, Estoril Pro—

ducing Corp. 0.12351%,
Gary L. Richards 0.10538%
Fred M. Allison, III

0.08595%, James W. Curnutt
0.07905%, William S. Ryan
0.07905%, Phillip S.
Dunford 0.06877%, Fred M.

Allison 0.04117%
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EXHIBIT "B" Page 14 of 24

Schedule of lands lying within the Huggins Draw Unit Area

TRACT] # LAND DESCRIPTION NO. OF mmewb NO. &| RASIC ROYAL1Y | LESSEE OF RECORD ORR % WL OWNER & 3%
ACRES EXP. DATE |OWNERSHIP %

35 {con't) {7.06) |11-25-84 3/16 Estate
of Howard B.
Wright,
Deceased
4.41176%

(1.76) {9-29-86 3/16 Roberta
P. Furney
1.10294%

(1.76) {9-29-86 3/16 Raymond {Same as previous page
C. Farney and
Eileen B.

Farney 1.10294

)

( 2.35) 18-3-86 3/16 The
Beatrice M.’
Fountain Trust]
dated 12-5-67
1.47059%

(0.59) [9-2-86 3/16 Charles
Franklin Meyex,
Jr. and wife
Alice L. Meyexy
0.36765%

(0.59) [9-2-86 Margaret M.
Miller and
husband J. Cloyd
Miller 0.36765%%

(1.18) |{9-9-86 3/16 Galloway
Selby, Edwin W.
Selby and David

C. Selby 0.73b29%




and Thamas
Allen Sacra, .
and wife
Dorothy
Williams Sacrz
43.75%

Y.
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EXHIBIT "B" Page 15 of 24
Schedule of lands lying within the Huggins Draw Unit Area
TRACT [# LAND DESCRIPTION NO. OF |SERIAL NO.&| BASIC ROYALTY LESSEE OF RECORD ORR % 41 CWNER & %
ACRES EXP. DATE | OWNERSHIP %
35 (con't) (2.35) iOpen 18/8 Florence |None None Florence M. Watkins, Charles
M. Watkins W. Green, JHE Johnson,
(50.%),Charlene Executor of the Estate of
W. Green(25%) Florence W. Johnston
JHE Johnston, 1.47059%
Executor of
the Estate of
Florence W.
Johnston (25%)
1.47059%
(2.35) |Open 8/8 Pauline |None None Pauline Garrett 1.47059%
Garrett
1.47059%
36 r'4S,R23E 160.00 1/8 Glaze Yates Petroleum Corp. 40% | None Yates Petroleum Corp. 17.5%
Sec. 35: SW/4 (70.00) {8-5-89 Morrison Yates Drilling Campany 20% Yates Drilling Company 8.75%
. (HBP) Sacra and Myco Industries, Inc. 20% Myco Industries, Inc. 8.75%
wife Marteal |[Abo Petroleum Corp. 20% Abo Petroleum Corp. 8.75%
Graham Sacra




EXHIBIT "B"

Schedule of lands lying within the Huggins Draw Unit Area

TRACT LAND DESCRIPTION NO. OF |SERIAL NO,& BASIC ROYALTY ! TESSEFE QF RECORD ORR % WL OWNIER & %
ACRES EXP. DATE | OWNERSHIP %
36 (con't) (10.00) |1-5-85 3/16 Dora L. |EPC 1981, Ltd. 43.7332% Stringer 0il |EPC 1981, Ltd. 6.91370%
McKnight, SOG 1981, Ltd. 12.5%, & Gas, Trusteg¢ SOG 1981, Ltd. 1.97610%
Doralea Canyon Energy, Inc. 15.625% .11857%, Canyon Energy, Inc.
Sanders Bean |[MEG Petroleum Corp. 12.5%, |Estoril Pro- |MEG Petroleum Corp. 1.97610%
and Leland L. |Stringer Joint Venture ducing Corp. |Stringer Joint Venture
Fellows, Ind.|8.3334%, Magnum V. Energy |.10380%, 1.31741%, Magnum V. Energy
Tr. under the| 2.5%, In-House, Ltd. Bruce C. 0.39522%, 1In-House, Ltd.
will of L.T. {1.1214%, Estoril Producing| Conroe 0.17728%, Estoril Pro-
Lewis, dec. |Corp. 0.781275%, Gary L. 0.1476% ducing Corp. 0.12351%,
6.25% Richards 0.6667%, Fred Gary L. Richards 0.10538%
M. Allison III 0.5437%, Fred M. Allison III 0.08595%
James W. Curnutt 0.5%, James W. Curnutt 0.07905%
William S. Ryan 0.5%, William S. Ryan 0.07905%
Phillip D. Dunford 0.435% Phillip P. Dunfor 0.06877%
Pred M. Allison 0.260425% Fred M. Allison 0.04117%
(7.06) |[11-25-84 3/16 Estate
of Howard B.
Wright 4.41176%
(1.76) |{9-29-86 3/16 Roberta
P. Farney
N 1.10294%
(1.76) [9-29-86 3/16 Raymond
C. Farney
1.10294%
(2.35) |8-3-86 3/16 The
Beatrice M.
Fountain
Trust dated
12-5-67

1.47059%
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TRACT

LAND DESCRIPTICON

NO. OF
ACRES

SERTAL NO.&
| EXP. DATE

BASIC ROYALTY
OWNERSHIP %

LESSEE OF RECORD

CRR 3

WI OWNER & %

36

(con't)

(0.59)

(0.59)

(1.18)

(18.43)

(18.43)

(7.845)

(1.569)

9-2-86

9-2-86

9-9-86

Open

3/16 Charles
Frankin Meyer
Jr. and wife
Alice L. Meyer
0.36765%

3/16 Margaret
M. Miller and
husband J. Clo
Miller

0.36765%

3/16 Galloway

Selby, Edwin W,

Selby and

David C. Selbyi

0.73529%

8/8 The Blanco

Campany
11.51961%

yd

None

8/8 James T. None

Jennings and
wife Frances
S. Jennings

11.5191%

8/8 Marianne [None

Kechane Frost
4.90196%

8/8 Mark Jamed
Frost 0.980399

None

None

None

None

None

The Blanco Campany 11.51961%

James T. Jennings and wife
Frances S. Jennings
11.51961%

Marianne Kechane Frost
4.90196%

Mark James Frost 0.98039%
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Schedule of lands lying within the Huggins Draw Unit Area
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TRACT

LAND DESCRIPTION

NO. OF
ACRES

SERIAL NO.&
[EXP. DATE

BASIC ROYALTY
OWNERSHIP %

LESSEE OF RECORD

ORR %

WI OWNER & %

36

(con't)

(0.7845)

(0.7845)

(0.7845)

(0.7845

(3.138)

(3.53)

Open

Open

8/8 Theresa
Ann Frost
0.49020%

8/8 John
Michael Frost
0.49020%

8/8 Marianne
Keohane Frost
Trustee for
Theresa Ann
Frost 0.49020%

8/8 Marianne
Keohane Frost
Trustee for
John Michael
Frost 0.49019%

8/8 United New

Mexico Bank at

Roswell,
Successor

Trustee of the

Bernard Keohar
Trust Agmt.
dated 4-7-70
1.96078%

8/8 Elsa
Freudenthal
Altshool
2.20588%

None

None

None

None

ﬁ None

e

None

Nene

None

None

None

None

None

Theresa Ann Frost 0.49020%

John Michael Frost 0.49020%

Marianne Keohane Frost,
Trustee for Theresa Ann
Frost 0.49020%

Marianne Keohane Frost,
Trustee for John Michael
Frost 0.49019%

Bernard Kechane Trust
1.96078%

Elsa Freudenthal Altshool
2.20588%




EXHIBIT "B"

Schedule of lands lying within the Huggins Draw Unit Area

Fage 19 or 24

BASIC ROYALTY

TRACT LAND DESCRIPTION NO. OF |SERIAL NO.§&] IESSEE OF RECORD ORR % WL OANER & %
LACRES EXP. DATE OWNERSHIP % P
36 (con't) (2.75) |Open 8/8 United Newj None None Jack C. Keohane Trust

Mexico Bank 1.71569%
at Roswell,
Successoy
Trustee of the
Jack C. Keohane
Trust 1.71569%

(1.18) {Open 8/8 Florence None None Florence M. Watkins 0.73529%
M. Watkins .
0.73529%

(2.35) |Open 8/8 Florence [None None Florence M. Watkins, Charles
M. Watkins W. Greene, JHE Johnston,
(50%) Charlens Executor of the Estate of
W. Greene Awmwv Florence W. Johnston
JHE Johnston, 1.47059%
Executor of the-
Florence W.
Johnston (25%
1.47059%

(2.35) [Open 8/8 Pauline |None None Pauline Garrett 1.47059%
Garrett 1.47059%




EXH{IBIT "B"

Schedule of lands lying within the Huggins Draw Unit Area

Page

20 of 24

TRACT| # ILAND DESCRIPTION NO. OF [SERIAL NO.&} BASIC WOmbeK LESSEE OF RECCRD ORR % WI OWNER & %
ACRES EXP. DATE | OWNERSHIP %
37. T4S,R23E 140.00 1/8 Maria C |DEPCO, Inc. 50% Jack L. Allen{DEPCO, Inc. 50%
Sec. 31: S/2NE, W/2NESE, NWSE (70.00) |2-24-88 Morgan 50% 1%
(70.00) {2-24-88 1/8 Theresa {NICOR Exploration Co. 50% [Jack L. Allen!NICOR Exploration Co. 50%
Ann Zorlingo 1%
50%
38 T4S,R23E 20.00 |Open 8/8 Alphonse {Open Open Alphonse Knof 100%
Sec. 31: E/2 NESE Knof 100%
39. T4S,R23E 1523.94 1/8 Jerry DonjRio Petrol, Inc. 54% Sam D. Rio Petrol, Inc. 54%
Sec. 31: Iot 1, E/2NW, N/2NE,E/2SW,SWSE Awwpw.mwv 6-15-89 |Martin and Stevens 0il Campany 30% Gardiner 1% |Stevens 0il Campany 30%
wife Waneta {Curtis Stevens 10% Curtis Stevens 10%
T5S,R22E Kay Martin John D, Cadigan 6% John D. Cadigan 6%
Sec. 11: All 75% .
Sec. 14: W/2,N/2NE
{380.98] 6-5-89 1/8 Ronald
_ Charles Martin
T58,R23E and wife Betty
Sec. 5: SE/4 S. Martin 25%
40. |TSS,R22E 240.00 8/8 Flag-Redférn None None Flag-Redfern 0il Campany
Sec. 14: SE/4, S/2NE (120.00) OPEN 0il Campany mﬁ 50%
(90.00) | 6-15-89 1/8 Jerry Don|Rio Petrol Inc. 54% Sam D. Rio Petrol, Inc. 27%
Martin and Stevens 0il Campany 30% Gardiner 0.5%| Stevens 0il Campany 15%
wife Waneta |Curtis Stevens 10% Curtis Stevens 5%
Kay Martin John D. Cadigan 6% John D. Cadigan 3%
37.5%
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Schedule of lands lying within the Huggins Draw Unit Area

Page 21 of 24

TRACT] # LAND DESCRIPTION NO. OF |SERIAL NO,& BASIC ROYALTY LESSEE OF RECORD ORR % WI OWNER & %
ACRES EXP. DATE | OWNERSHIP %
40.(con't) (30.00) | 6-15-89 1/8 Ronald
Charles
Martin and
wife Betty S.
Martin 12.5%
4]. T5S,R23E 320.52 1/8 Stinson MTS Limited Partnership Ios Siete MTS Limited Partnership
Sec. 3: Iots 1,2,* S/2NE, SE/4 (80.13)|7-8-89 Martin Daniels 50%, Mesa Petroleum Co. Exploration |[50%, Mesa Petroleum Co.
25% 45%, Sequora Associates, |Inc. 1.25%, |[45%, Sequora Associates
*please note plat shows Lot 1 to Ltd. 5%, Newkirk Roy- (Ltd. 5%
contain 40.24 acres and Lot 2 to contai alty Trust
40.20 acres which accounts for a .08 2.125%, F.
acre discrepancy fram the lease Andrews Grocm$
description 1.5625%, Carl
, A. Schellinger
. 1.5625%
(80.13)7-8-89 1/8 Jeffrey
Wayne Daniels
25%
(53.42)15-3-86 3/16 Joni M.
Brown 16.67%
(53.42)}5-15-86 3/16 Kimberly
Sue Brown
16.67%
(35.61)| 4-29-86 3/16 Curtis
E. Brown 11.11%
(17.81)! 4-29-86 3/16 Curtis
E. Brown 5.55%
42 T55,R23E 160.00 | 4-2-86 1/8 Ora DEPCO Inc. 50% Jack L. DEPCO, Inc. 50%
Sec. 5: 5/2SW,NESW, SENW Myrtle EHOO% Exploration Co. 50% | Ahlen 1% NICOR Exploration Co.

Walker 100%

50%
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Schedule of lands lying within the Huggins Draw Unit Area

Page 22 of 24

TRACT [¥ TAND DESCRIPTION MO OF TSERIAL NO.&| BASIC ROYALTY| LESSEE OF RECORD ORR % WL OWNER & %
ACRES EXP. DATE OWNERSHIP %
43 T58,R23E 40.00 |[Open 8/8 Marvin F. |Open Open Marvin F. Sentell 25%
Sec. 17: SESE (10.00) Sentell 25% Joe W, Sentell 25%
(10.00) 8/8 Joe W. Mary Sue Harbaugh 25%
Sentell Kelly Sue Copeland 25%
(10.00) 8/8 Mary Sue
Harbaugh 25%
(10.00) 8/8 Kelley Sue
Copeland 25%
44 T5S,R23E 240.00 1/8 The First None Inexco Oil Campany 73%
Sec. 20: NE/4, S/2 NW (52.8) {10-8-85 Christian Chuxch
of Riverside
California 22%
(78.0) j10-2-85 1/8 Vernelle None
Butcher 32.5%
(30.0) }10-2-85 1/8 J.H. Perry None
i 12.5%
( 4.8) {10-2-85 1/8 Lecil B. None
Benedict 2%
( 4.8) [12-5-85 1/8 The nwcwo? ‘None
of Christ of
Stephenville,| TX
2%
( 4.8) |10-1-86 1/8 The Church None
of Christ of
Lepan, Texas
2%
. (16.8) {Cpen 8/8 J.P. "Pat!'" None None J.P. "Pat" Kellis 7%
Kellis 7%
( 7.2) 10pen 8/8 Tam Kelli's None None Tom Kellis 3%

3%
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Schedule of lands lying within the Huggins Draw Unit Area
TRACT # LAND DESCRIPTION NO. OF | SERIAL NO.& BASIC ROYAL LESSEE OF RECORD ORR % WI OWNER & %
ACRES EXP. DATE OWNERSHIP $%
44. (cpn't) (7.2) |Open 8/8 Sam Kellils None None Sam Kellis 3%
3%
(2.4) |Open 8/8 Nan H. mamﬁs None None Nan H. Smith, Benjamin B.
Benjamin B. Huckell & William J.
Huckell & Huckell 1%
William J.
Huckell 1%
(2.4) 'Open 8/8 Myrtle None None Myrtle Huckell 1%
Huckell 1%
(4.8) !Open 8/8 Mabel Woofl None None Mabel Wood Melton 2%
Melton 2%
(24.0) iOpen 8/8 Betty Ann|None None Betty Ann Baguell 10%
Bagwell 10%
45 T5S5,R23E 880.00 1/8 Stinson zwm Limited Partnership Newkirk MTS Limited Partnership
Sec. 20: NWNW (440.00] 7-8-89 Martin Daniels 50%, Mesa Petroleum Royalty Trust| 50%, Mesa Petroleum
Sec. 28: N/2 50% Campany 45%, Sequoia 4,25% Campany 45%, Sequoia
Sec. 29: S5/2 Associates, Ltd. 5% Ios Siete Associates, Ltd. 5%
Sec. 33: E/2 SW, S/2NW, NENE Exploration
2%
(440.00) 7-8-89 1/8 Jeffrey
Wayne Daniels
50%
46 T5S,R23E 320.00 1/8 Stinson
Sec. 21: S/2 (80.00) {7-8-89 Martin Daniels
25%
(80.00) |7-8-89 1/8 Jeffrey
Wayne Daniels
25%
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TRACT] # IAND DESCRIPTION NO. OF |SERIAL NO.&|BASIC ROYALTY| LESSEE OF RECORD ORR 3% WI OWNER & %
ACRES |EXP. DATE |OWNERSHIP %

46 (cphn't) (16.00) |9-24-89 1/8 leroy
Tucker 5% .
(16.00) (9-24-89 1/8 L.C.
Tucker 5%
(16.00) {9-24-89 1/8 Lorraine

Stovall 5%

(16.00) {10-22-89 1/8 Velma

ILovett 5%
(16.00) | 10-22-89 1/8 Artie Mae
Morey 5%
(16.00) |11-19-89 1/8 Vera Same Same Same
Virginia Watkins
5%
(16.00){3-19-90 1/8 Grady Same Same Same
Tucker 5%
(16.00) | 3-25-90 1/8 Mildred |Same Same Same
Mills 5%
(16.00)|3-20-90 1/8 Richard L} Same Same Same
Tucker 5% ,
(16.00)|3-25-90 1/8 Elva Same Same Same
Bowman 5%
47 T55,R23E 160 11-5-89 1/8 Gertrude |Yates Petroleum Corporation|None Yates Petroleum Corporation
Sec. 33: N/2NW, W/2SW D. Stovall 70%, Yates Drilling Campany 70%, Yates Drilling Campany
100% 10%, BABO Petroleum Corpor- 10%, ABO Petroleum Corpor-
ation 10%, Martin Yates IIL ation 10%, Martin Yates III
10% 10%
Federal Acreage 14,401.21 acres 47.95616% of the Unit Area
State of N.M. Acreage 8,024.28 acres 26.72092% of the Unit Area
Fee Acreage 7,604.46 acres 25.32292% of the Unit Area

Total Acres 30,029.95 acres 100.00000% of the Unit Area
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Section

Sectiocn

Sectl
Section
Section

Section

14.1 Right of Supervision
14.2 Voting Control
143 Meetings ... L
14.4 Action Without Mecting
14.5 Representatives
14.0 Audits oo
14.7 Zxtranecvus Projects

RTICLE I5—UNIT OPERATOR S POWERS AND RIGHT

o
o

Rights as Part

ARTICLE Io—UNIT OPERATOR'S DUTIES

16.1 Specific Duties . .. o
A. Drilling of Wells ...

B. Comypiiance with Laws and Agreements

C. Consuliation with Parties ... ... ..

D. Payment of Costs ..o o 0
. Records oo 0oL

FooInformation ... L
G. Access o Univ Area
16.2 Insurance
A, Unit Operaqor's
B. Contractors’
C.oAutomative Fouipoet
16.3 Non-Diserimination
164 Drilling Cooo e
16.3 Uninsuted Losse -

ARTICLE IT—LIMITATIONS ON UNIT O/ iovton

17.1 Specitic Lonitatna A . B
A Change o Oneriliuns |
Limit on Eapend]

I3
C. Partial Relingu!

151 In ()L PR ST S PR
15.2 Employees. oo
15.3 Non-Liability ... .. 0 0
154 Force Majeure .. . o
15.5 Liz,‘f) ..................................

15.6 Advances ... .. .. L L
15.7 Use of Unit Operater's Or:

1
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ARTICLE 1s—TITLES

Section 18.1 Representation of Ownership . 0 .0 ... L. 16
Section 18.2 Title Papers to be Furnished ... ... .. ... . ... .. .. B
A Lewse Papoers oo 16
B, Title Papers for Invtig Test Well oL o T
.o Title Papers for Subsequent Wells o000 00 Y

D. Title Papers on Establishinient or Ealarpement
of & Participating Arca L B Y

Section 18.3 Title Excvination ... ... . o o 16
Section 18.4 Option lor Additional Title Fxannnation

Section 18.5 Approval of Tities Priov to Dvilhing .0 o oo Lo
Section 18.6 Approvas of Titles Prior to Inciusion of Lundin o

Participating Area . e T
Section 18.7 Failure of Title to Comm:tted Working Interest

Before Approval . N A7
Section 18.8 Fanure of Titie tv Commiticd Wearking Interes:

Alter Approval oo . T 7
Section 15.9 Joinder by True Owner ... . ... . i
Section 18.10 Title Challenge ... ... ... . ... D T

ARTICLE 19—UNLEASED INTERESTS
Section 19.1 Treated as Leased ... ... . ... ... ... ... |
Section 19.2 Executicn of Lease .0 0 oL 17
ARTICLE 20—=RENTALS AND LEASE BURDENS

Section 20.1 Rentals .. ... .. .. o ] -
Section 20.2 Lease Burdens .. ... . . L . 15
Section 20.3 Loss of Committed Working Interest ... .. ... .. ..., 15

Section 21.1 Pavment ... . oo 18
Section 21.2 Apportionmient . ... 1S
Section 21.3 Transfer of Interests oo o AU ¥t
Section 21.4 Notices and Relurns ... . . o oL 1R
ARTICLE 22—WITHDRAWAL OF TRACTS AND
UNCOMMITTED INTERESTS
Section 22.1 Rugnht of Withdrawal ... o s
Section 22.2 Non-Withdrawal (... .. .. .. o )
ARTICLE 23—COMPENSATORY ROYALTIES
Section 23.1 Notice . ........ ....... .
Section 23.2 Demand for Failure to Do
Section 23.3 Demand for Fatture to Drilt a Well Other Than o
Development Well 00 . oty

ARTICLE 24—SEPARATE MEASUREMENT AND sALVAGE
Section 24.1 Separate Measurement e iP5

Section 24.2 Salvaged Materials e 1Y

[y

ARTICLE 25—ENHANCED RECOVERY AND
PRESSURE MAINTENANCE

Section 25.1 Consent Required .. oo o v oy
Section 25.2 Above-Ground Facilities .. .. ... oL !

ARTICLE Z6—=TRANSFERS OF INTHEREST

Section 26.1 T Opera B
Section 26.2 Assurmption o Obbhcatoons i
2 0
[l

Section 206.

ARTICLE 27 —RECEASE PO OBLIGATHGAS
AN SURRENDER
Section 27,1 Surrenier oo Selease Withon Poobios o Ad e
Secuon 27.2 Procedure vnosurrender o Heccuse G~

Pavticipo
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Section 2

SoAcerued Obbicatons
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ARTICLE S3—RIGHT OF APPEAL

ARTICLE S1—sUBSEQUENTJOINDER
1 Prior to the Commencement of Overations .00

2 After Commencement of Opeirativas L.

ARTICLE 35—CARRIED INTERESTS

ARTICLE S6—EFFECTIVE DATE AND TERM
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EXHIBITS
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Initial Test Well
lonsurance
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UNIT CPERATING AGREEMENT
HUGGINGS DR yNIT AREA

THIS AGREEMENT made as of the dav of cly
5y and among the parties who execute or ratity this Agreement or o counierpart hereol,

WITNESSETH:

WHEREAS, the Parties have entvn U 1nto, &nt (‘4{%{;5;(‘._;[‘&.'\']'[‘ AGREEMENT Foil Till DE-
YELOPMENT AND OPERATION OF TH - , UNIT ARES
County of _Chaves o , CStaie of o MoxXico
Jated as of the __ day of : o
referred to as the "Unit Agreement”, coverins the lunds descrbed 1in N Hl T B therets oached,
which lands are referred to in the Unit Agrounc:xt and in his Aorecment as z'n; "lfnit Ared s ond

Cantl Doeroanalter

WHEREAS, the Parties enter into this Agreement pur=dant to =ocnen Vo the Unit Agrectio:n

- P Jasey

NOW, THEREFORE, in consider.iion of the covenants

R T T I T B S
heremn Contained, 1l ls Laresd A8 Wity Vsl

ARTICLE
DEFINITIONS
1.1 Definitions. The definitions contained in the Unit Agrcement are cdonted for adt nurposes of
this Agreement. In addition, each term listed below snall have the meaning ~tated therefor, whenever
used in this Agreemeant: :

e Ty ‘
“Unit Operator” means LLni00 OLL Cawaly A s SUCCes 0T,
as the Unit Operator designated inaccordance with the Unit Agreement, acting in that capacity .nd noc

as an owner of a Committed Working Interest.

“Party” meansa party to this Agreement, including the Party acting as Unit Uperatur when acting
as an owner of a Committed Working Interest.

“Drilling Party”, “Completing Party”, and “Participating Party™ o0 mean the Party or Parties
obligated to bear Costs incurred in the Drilling, Compicting, ov Decpening or Piasuing Bud
tively, of a well at the commencement of such operation.

“Non-Drilling Party”, “Non-Completing Party™, and “Non-Puarticipating Party™ ail mean the
Party or Parties who had the cptimwl right to purticipare in tie Deilitng, Completing, or Decpening or

Plugging Back, respectively, of a weil and who elected not to participate vherein.

interest which s <hown on Eadaba Brothe Unit
Agreement as owne*d bv a Party and which iscommitted to the Unit Agrecment. Wiene serreference is
made to a Party "in"” or "wiathin™ the Unit Avea, @ porucipating area. o other o
to this Agreement, such reference shall mean « x)‘;;"_}‘ owning a Comminted W
within such area.

“Committed Working Interest™ means< o worsing

7
=

Sebass of participation by the Parties witinn

Area, a paticipating area, or other area desipnated puhuam to this »\;-'zt

“Acreage Basis”, when used to deserit

wWent in votin
Production, means participation by ¢eciy such Party in the proportion that the aoreage of s c:x:zn‘.n:(-[i
Workinw Interestsinsuchareabearstothe total acreage af the Cmv‘"‘i' ted Workin g Interest= 7 atl such
Parties therein. For the purposesofthisdefinition, taithe cereayge of e Comm 'tca Working In:u”cn in
a tract within the Unit Area shall be the acreage of such tract as <et forth in Exhibit I3 o the Unit
Agreement, and (b) if there are two or more undivided Committed Working Interests in o tract, there
shalibe apportioned to each such Committed Waorking Interest that proportion af the cere se of the tract
that such Committed Working Interest bears to the entire Commilted WorkingInterestin z‘:;c Ll

54
5N
SO

“Production” meansallunitized substances produced and saved rrom the Unit Area exeept so mct
thereof as is used in the conduct of operations under the Unit Agrevinent wnd this ;\:;II:‘LT‘.XCI‘.{

“Costs” means all costs and expenses incurred in the development and operation o the
pursuant to this Agreement or the Unit Agreenient and oll other expenses that are berein muade
chargeable as Costs, determined in iccordance with the Accounting Procedure wtachad Berety os

Exhibit 1, which shallgovernin ol matic s covered thereby eacept that oo e o ont ol anaacunsesteney

between said Accounting Procedure and this Agreemient, s Sl cnient 2ol vonloo,
“Lease Burdens™ means the rovabiv v oo TR G G e e e o everyidin g
t‘m’;xltv,d; yroduction paymeny, wind any s 5oL i Voo e el onlerest

o onet profits interest, or any other inicre-t winch s

oy (ST
“Drill" meanstoperformabiopertonsrens C TG e
its projected depth, including preparitio. ! ; Cenltho el o SSio s
Completion operations. o
“Complete” meanstoperiorin sl vt ions ron Sabiy bove o i e o e C e nelio
a well, commencing with the running g ~cUina o te ovadactnes ;o0 00 0 D Lt el

substances, equipping through the wellheud conncctons, vr plussing o o de
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e [ L) (e o Sy : i )
Fquip” means to perform il operitiss ton winiy  n iy o e e b e oo of a
cell for production be_vo;*.f’. the wellhend connection
" .
"l)uupcn" or Pug Baeh™ means o portormn all operaton s rensonaniy Seve o seadent 1o

ainal

ceitling a well below s onigimal projected depth or pluggmine back o wetl toaodepth wbove 1ts on

srojected depth, testing, and logming, but excluding Completing and Equipping operations,

“Initial Test Well” means the test well or wells provided for in Section Yof the Unit Agrecinent and
a Exhibit 2 attached hereto. :

.

“Subsequent Test Well™ moans o« test well Drilled after the Dreilhng of the Intual Test Well and
sefore discovery of unitized substances In paving quantitics in the Unit Arew,

“Development Well™ means a well Drilled within a participating arva and projucted to the pool or
sone for which the participating area was established.

“Exploratory Well” means a well (other than a I)l".'L‘!UpZIXCIIL Welh) Dodlled alter discovery of

anitized substances in payving quantities in the Unit Ar

“Approval of the Parties™ or “Divection of the i’;n‘tiu\"' MedE 4N apprevas, authornzat.on, or
direction which recelves the aftirmative vote of the Parties entitted w vole on e giving of such
Approval or Direction, as specified in Scction 14.2.

“Salvage Value” of a well meansthevchue ol the nantern oS and cotipentin oy apnartenantilo th
~vell, determined in accordance with Exhib
same and plugging and abandoning the we!

ess the reasonably eotiniated Costs of suivaging e

I8!
=}

“Geological Survey’ means the A;:}‘.Ori:{ed Cftic vy (O}, Utre Tanl O ooroszionor and
51l Conservation Commissicn (Division), inclusing an, porson ©r 2CroIn attling
.nder the authority thereo:r.

ARTICLE 2
EXHIBITS
2.1 Exhibits. The following Exhibits are 1ncorporated herein by reference:

Exhibit 1. Accounting Procedure.
Exhibit 2. [nitial Test Well.
Exhibit 3. Insurance.

Exhibit 4. Non-Discrimination.

Exhibit 5. Oil and Gas Lease.

Inthe eventof a conflict or inconsistency between the provisions of an Exhibit and the provisions of this
Agre e istons of this Agreement shu:l control.
Agreement, the provisions of this Agreement st trol

ARTICLE 3
INITIAL TEST WELL

3.1 Location. Unit Operator shail begin o Drill the Tnioal Test Well within Coae requirved by
section 9 of the Unit Agreement, or any extension thercof, at the location spoectivd in mxiibit 2.

3.2 Costs of Drilling. Subject to the Investment adjustnent provisions of Artcie 10 U Costa of

Orilling the Initial Test Well shall be shared 5y the Parties in the manner and 1o the proportions

pecified in Exhibit 2.

\!"I‘l(" i
BSEQUENTT L T WELLS
4.1 Right to Dritl. The Dri‘ihng of any Subsu;utmt Test Well shall be upun <uch terms and
:onditions as may be agreed to by the Parties: provided, however. that in the absence of agreement, such
well may be Drilled under the provisions of Article 9

ARTICLE S
ESTABLISHMENT, REVISION, AND CONSOL l‘) ATION
OF PARTICIPATING AREAS

5.1 Proposal. Unit Opcerator shall initiate cach proposal for the csiahlishment or revision of a
sarticipating area by suvmitiing the proposal in writing to cach Puarty at least teenty (20 days belore
‘. [+ o ! ial . . o
Aling the same with the Geological Survey. The dave of proposed Nling niast e snown tn the proposal. If

(> s} R t 3¢ t
within the 20-day period above provided, the propo=al receives the Approvad of the farties within the
sroposed participating area or no written uhicotions are received, thern such pr k)])u.\x] snalioeffledonthe
date specified.

5.2 Objections to Propesal. Proos oo e oo sed S0 vate a0 i Go L e
Cuarties written objections to such provosar D0 despon ~ach ol ecin s e 0 sl roee s T A
sroval of the Parties within the pmpmu* v;<,x'ticip;;1;;;_: Area Lo fLe FLrLy e king the oby vl i v
-enew the same before the Geological Sarves -

5.3 Revised Proposal. IF the prove-ll oos nol recen et Ao O Lo Curlies WD
sroposed participating area, and L'A.AL Greritor receves writlon ohie ot a0 o e Dot ieray
shall submit to the Purties a revised proposal, 1o L0 LOCOUET T Gh e e L e st

sroposal. If no proposal recelves the Approval of the Parties withia sins U0 . - v




ot O ([_}v.h"(‘;j‘ Nt ust,
[Febeuary, 1960
i -
st proposal, then Uit Operists - <o sutiitn s e e it

practicable the various views expresscd by the Porties
5.4 Rejectionof Proposal o proposid flea by Uit e o e above provide b e by
Geological Survey, Unit Operator shall initiate wonesw poapesad an the same maniner as provided o
Section 3.1, and the procedure wath respect thereto shall be te sume asinthe case vlanimitiad progosal
5.5 Consolidation. Two or miore participating areas iauyv e combined as provided 1n the Unit
Agreement.

ARTICLE 6
APPORTIONMENT OF COSTS AND OWNERSHIP AND
DISPOSITION OF PRODUCTION AND PROPERTY
6.1 Apportionment and Ownership Within Participating Area. Except as vlherwise provided in

Articies 8, 5, 11, and 12

dedfororan
connection with production ofun"ize(l substancesfrom aay pool or zone forwhich sach partie

GO0

A. Costs. All Costsincurred i the development anc operation ot a participating

ing area is established shall be borne Ly the Partieswithin such participatinge ar
Basis, determined as of the time such Co\tg are ineurred.

B. Production. All Production froma particaipating dr(’(l\fh Uil
tothe tractsof unitized land within ~rcn participstins arcas That porion o s weh Productinn v olen
is allocated to any such tract =hail be owrned by the Party or Parties hoving Conomitted Work
Irterest or Intereats therein in the same muanner and soiject to the sue
produced from such tract through o well thercon and as il this Agicenw
had not been executed.

A e . H .
oocated ol an Acreage Hoses
1

A T A TR S A
i
i

.o, coedg
NS S RO

C. Property. All materials, ecquipment, and other propertiy, whether veos or
of whichischargeable asCustsandwhich have beenacquired inconnectionwiti
operation of a participating area, shallbeovwnea ty the Parties winin - cehpartidloal.rnoaree wnan
Acreage Basis.

6.2 Ownership and Costs Outside Participating Areas o well Drilled anera o o Ueepoming or

Plugging Back thereoD) within a Drilling Biock established under the provisions of eaher Articie S or
Article 10 1s completed as a producer but not included within a participating area, then the (Uilowing
rY o

o
provisions shall be applicable
A. When AH Drilling Block Parties Participate. 11 all P:n'{nw’ withit tne Driling Bioek snall
have elected to participate in Driliing and Completing such well, then said woil thie Production
therefrom, and the matertals and equipment therein or ;x;;purlvn:;::\ therons =hail beowned by such
Parties; and all Costs incurred in the operation of such well and all Lease Burdens payable in
respect of Production from such well shall he borne and pad by saad Parties Apportionmient among
said Parties of ownership, Costs, and Lease Burdens shall be in the same proportions inwhich Costs
incurred in Drilling the well were borne.

7]

B. When Less Than Al Deilling Bloch Parties Pavticipate. if any Posty wition the Driliing

Block shall have elected nint to participate in Drilling o Completing sach welis then the provis.ons

of Article 12 shall be applicable theretor and the velinguished interest of the No-onlling Party
:

shall revert to ltin the same manner and under the siwne condition= as providedin ~ection 12 A with
respect to a well whi

ch resulis ia tzxc estabr ~boLentoreniargement ol a Darlici gt ing arei, oo
L i H
tha:the p”ceed ormarketvalue to se used inderernumn g when such reverswoo saalloce

idd

SNIS O

Surshube
e proceeds or muarket value fufter minking the deductions provided for i Section t20 of thot

portion ¢f the Production obtained from the well which, bad tae Non-Drithnz Parwy

! eiected o
participate in the Drilling or Completing thereodl, would have been aliocable,

A Hosis
within the Drilling Block, to the Non-Dritling Party. Upon reversion ol the rel. Loedianterestof
the Non-Drilling Party in sucn well, the provisions of Section 12.5 shall become zuplicable.

6.3 Cost Liability of Subsequently Created Interests. Anvihing herein to the contrary not-

Lidd ol
withstanding, if, subsequent to the date of this Agreement, any Party shall crente cnovernding rayaity,
production payment, net proceeds interest, carried interest, or any sther intere~t et of its"Committed
Working Interest thereinalter called "Subsequently Created Interest "hosuch = 'asm;;;cz‘.zlv Cre 'in.(‘(i

Interest shall be made express.v subject to the terins and provisions of this Secteon 8.3 ind of Hection
12.9. If the Party which ereated such Subscquently Created Interest finls 1o 0 when Gue s moar
Costs and the proceeds from its share ol Production are mmsullicent o cover sach Costs, then the

Subsequently Created Intevest shuall be charaeatle with oovva v s Cosis wx ol such
bhb\gqUC'l( *Created In:m‘osn wiere o Uomnntied Workoe Baverest and G ~hnd oo e the
right o enforce against such Subsquentiy Created Tnterest the e risi arted In
sestion 19.5 for the purpesce Gl cudecting 1 s (';’A(H'._Inx‘.i?!l‘ Loothe Sau Lestoindeses

64 Tahing in Kind. Eacn Poal <inhcor ety e odavea Taite Rl
itsshareof Prodaction and prov Uit cro oo iy el eny il feel o Ll . )
otherwise provided in Section 130, cocn iy oot beentibied Lo tecen o et e
sale ol its share of Production. Uit G v ol el dnaee i wenmsaited Ry
refativeto the priceto bechars oy gas noov s o Un O sior - G e e o thro w0 s LR
or oversiznt, 1t should fail to m;xkc suy ~uchoiong or m.uui'i Bt ot s

6.5 Fuatlure to Tahe in ivind, snouid any Doty 0 L tane i Rend or ~p e aaspose ol i sharn
of ”ruuu tion, the Party acting as Unit Operaror shnd Doove the 000 oot sl oy thae o
owning such share, Lo purchine sachl shure 1ol s Uvn i IWConnhl al Dol L == el Lhae foolael B
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) ',
prevaclingin the area for Production orbeciddng wind o0 et 0 -l st aieer i nod ess
than the price which it recrives e v nsnare of Prodoct o provede ctans 00 o oo aannlineonly
fur such reasonable periods of tinie ts are consistentw il b i i ot G e e e

circumstances, but not o exceed one ch year, Notwithstan. s the boepronig, Uit Operator \»x‘ull ot

sell or commit any Party's share of gas Production to a sade without first givin
ninety t30) days' written notice.

24 bU\.I) Puirt 5 “not less than

Surplus Materials and Eguipment. Materials and r-;mpmnm n\\'n(‘d by the Partiesor by any of
them pursuant to this Agreement may be classiticd o~ surplus by Unit Operator when deemed by it to be
no longer needed in operations hereunaer, by mving to each Pariy l,“.mn;w an interest thereln notice

thereof. Such surplus materials and equipment shall be disposed of as follows:

A Each Party owning an interest therein shadl hive the rignt to tade o wind it snare of
surplus tubular goods and other surplus ttems whieh wre susceptible ot division in kind, by notice
bs 3 .
given to Unit Operator within thirty (301 davs alter elassification thereof s surplus, except that
such right shall not apply to junk or to any ttem rothier than tubular poods having a replacement
g i I b t

cost oflem than Seven Thousand Five Hundred Dollars (37,500,000

B. Surplus matenals and compment not divided o ndather than junk and ans vem cother
than tubular goods) having a reptricement cont of less than Seven Thousand Five Hundroed Dollars
($7,500.00), shall be sold to the highest tidder or bhidder~,

C. sSurplus materials and cquipment o dispoted ol v aceordance wath the preceding

i
provisions of this Section shall ve dispused U 0s provided in

ARTICLE 7
PLANS OF DEVELOPMENT

i

7.1 Submittal of Pluns. Each plan for the developrent and operation of the Unit Area shall be

submitted by Unit Operator to the Geological Survey in accordance with the Unit Aurcement and the
further provisions of this Article. '

7.2 Proposal. Unit Operator snadl initint: vach proposed plan by subimitting the same i writing to
each Party at least thirty (307 days before filing tho same with the (n‘\h()}.,’ tead Survey 1 wahin the
30-day period above provided, such plun receives the Approval of the Parties or no written objections are
received, then such plan shall be iiled

7.3 Objections to Plan.Within the 30-dav period above provided, any Party miay submit to Unit
Operator written objections to such plan. I, despite such objections, the planreceives the Approval of the
Parties, then the Party making the objections may renew the same belore the Geologicn! Survey.

7.4 Revised Plan. If such plan does not receive the Approval of the Parties, and Unit Operator
receives writtenobjections therveta, then Unit Operator shall submit to the Parties o rm'isod plan, taking
into account the objections made to the first pian. I no plan veceives the Approval of the Parties within
sixty (60) days from submission of the first plan, then Unit Operator shall e wiin the Geological
Survey a plan reflecting as nearly as practicable the various views expressed byothe Parties.

7.5 Rejection of Plan. It 4 p.;x': tited by Unit Operator as whiove }n'u\nimi oremcied by the

L O

Geological Survey, Unit Operator shall inttiate a new plan in the s manner - provided in Section
7.2, and the procedure with respect thereto shall be the simme e o 1he Cdec o Gn i

i }li;xf‘;

7.6 Notice of Approval or Disagproval. ilana whenapona has heos

L i

Geological Survey, Unit Uperator shall give pronapt notice thereal to coelt Pariy.

. :;;;;u'u\'.ni G bproved by the
7.7 Supplemental Plans, If any Party o Pactios shall nave elected 1o proceca with o Driliag,
Deepening, or Plugging Back operation in accordsnoe with the provisians of
operationisnot provided for in the then current pian of development approed b, SGesiugion, Sarvey
t 4 I S !
Urit Operator shall either (u) subnuit to the Ceological Survey for cpnrovi: o -opnienental 3?;\:.
b Y H
roviding for the conduct of such opurativn or 1B recuest the Geoloioe! Sarvey o consant o such
o b 1 ~ J
operation, if such consent is sufficient.

s e g o
Sreelne iy, Gl sudn

7.8 Cessation of Operations Under the Plan, It any pian approved by the Geolovical Survey
provides for the cessation of any Drilling or other operntion therein pmvidmi fur on the happening ol a
contingency and such contingency occurs, Unmit Operator shall promptiv ¢ =uch Dritling or other

operation and shall not incur any additional Costs in connection thecewitsn, unte- - and until such

Drnilling or other operation is again authorized, in accordance with (.~ Aurecrient, oy the Partics
chargeable with such Costs and the Geulogicul Survey.
ARTICRE S
DEVELOPMENT WELLS

8.1 Purpose and Procedure. i< the purpose o dhis Avticie o seU fosthoine o dure toe Uisitling
ard Completing a Development Weld

8.2 Dritling. The Drilling oo BDeveropraent Wil shall be piis i (o 1o piocedute cootan sel
forth.

A Approval Required. Tae Btz ona Developnient Woll i be sabredt ©oo= 00 i
receiving the Approval of the I’;n'i.'»»‘ antess the Driong of v g, o vl s neces-on o
preventthelossolaCommitted Wornan o bnterc=tim e vraet oand o e 1o Spose weil s lo
be Drilied. Vate by any Party inivor oihe Drlcin s v vy such vl _\;;_,;L Lt oo e deeaned

an election by such Purty to purticipute i the Costs thervad hut sl o ¥

L N PR
Dl sivad, fneen iy thoat sl Praroy
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considers the Drilling of the well to be conistontwiin s e nt i evonomi s des vioptaent of
participating area involved and has 1o objection to the Didling theeof

the

B. Notice of Proposed Drilling. Subject to the provisions of Subdivision Aol s Section 502
any Party within a participating area may propose the Driliing of a Development Well therein by
giving to each of the other Parties within the participating area notice, specifying the location,
depth, and estimated cost of the proposed well, which location shall conforn: to any apphicabie
spacing pattern then existing or an approved exception thereto

C. Response to Notice. Within thirty (301 davs after recerpt of such notice, euch Party witiin
such participating area shall advise all other Parties therem whether or notitwizhes to purtiapate
in Drilling the proposed well. If any Party fails to give such advice within said 30-day period, 1t -hall
be deemed to have elected not to participate in Drilling the propo-~cd well 1 all Parties within such
participating area advise that they wish to participate in Dritling the proposed well, then Unit
Operator shall Drill the weil for the account of all such Puarties.

D. Notice of Election ta Proceed. Unless ull Parties within the participating ared natee (o
participate in Drilling such well, then, within filteens Lyvdavs alter expiration of the 3u-day period
specified in Subdivision C of this Section 8.2, cach Party within the participating arca then des.ring
to have the proposed well Drilled shall give to all other Parties therein notice of its election 1
proceed with the Drilling of said well. Failure to give suchi hotice stall be decmed an election not to

participate in Drilling the well. :

E. Subsequent Election. If election to Drill the proposed woll is mcde, any Party within the
participating area who had not previously elected to participate thezein may do s by notice civer 1o
Unit Operator at any time before the well isspudded, in winich event such Party shadi e included in

the Drilling Party. However, such Party shall be bound Ly anyv and al! Divections and Approvals
theretofore given by the Drilling Party concerning the Drilling of the well,

F. Effect of Election. If one or more, but not all, of the Parties within the pootivapating area
elect to proceed with the Drilling of the well, Unit U'n-r' coe Shall Dedbabe el e thie account of
such Party or Parties, who shall constitute the Dritling Purty, on an Acrease Pasiz wiong ’.hcm-
selves, or on such other basis as said Partics may specify,

G. Rights and Obligations of Drilling Party and Noa-Drilling Party, Whenever a Develop-
ment Well is Drilled otherwise than for the account of all Parties within the purt.c.pating arca
involved, the provisions of Articie 12 shall be applicable to such operation.

8.3 Attempted Completion. The attempted Completion of Development Weils Dritled to mur
projected depths shall be governed by the following provisions

A. Notice by Unit Operator. After a Deveiopnient Well bas reached its nrojected depth and
been tested, logged, and logs furnished to each Drilling Party, but before product:on pipe has been
set, Unit Operator shall give notice thereof to each Drilling Party,

B. Right to Attempt Completion. Each Dreilling Parte <hall have the mipht to imiuate «

proposal to attempt the Completion of such well and abso shall be entitied to participate 1n tne
Completion attempt.

C. Time and Manner of Initiating Proposal. A period ol twentv-tour 120 hours sexclusive of
Saturdays, Sundays, and holidays) trom and atter receipt of the notice given pursuant to Subdivi-
sion A of this Section 8.3 shall be 1‘1m\‘ud within which a Party entitled to do so may initiate o
proposal to Complete. Any such proposal shall be mmitiated by giving notice thereofto Unit Oper:
andtoeach Drilling Party. If no such proposal is imttiated within sadd poricd and o her proposal s
initiated pursuant to Article 11, Unit Operator shall plug and abuandon the well e ihe uccountef
the Drilling Party.

e
RPN
1

D. Election. If a proposal to Complete isanitiated, vach Driliing Party shuli bave o opersa of
twenty-four (24) hours (exclusive of Saturdwv% Sundayvs, and holid;au‘s) rom ang aiter receipt of
such propasal within which to notify Unit Operator whether or not it elects 1o partic ;,.xu . the
Completion attempt. The failure of a Party to signify its election within said 24-hour period shall be

deemed an election not to participate 1n the Completion attempt.

E. Effect of Election. The Party or Parties electing to purticipate in an attempt to Complete a
well as above providcd shall constitute the Completing Party for such operat. o Bach Party who
was entitled to make such election but fatled to do so as atove provided shall bee a Non-Completing
Party with respect to such operation. Such operation shall be conducted by 'nit Operawor for the
account of the Party or Partics constituting the Completing Party, on an Acreayge Basis among
themselves, or on such other basis ax the Completing !’;u'(y May specly. Such aperation, af
successful, shall include Equipping the well for productios

F. Rights and Obligations of Completing Party and Non-Canpleling Party. Upon the com-
‘mencement of a Completion operation otherwise thun tor the account of ol Drilime Parties, the
provisions of Article 12 shall be applicanic to such uperation

at Werl whinch

G. Notice Prior to Plugeing. Betore pluga rhabandoning any Dovep
was Drilled to its projected depth wnd ot complen 'd RO 'm»duu'* ar umizad sLnstanees, Unit
Operator shall give the nutice specitied n Section THT AL undess cvory Pops et o the notice
has consented to the pluguing and abandoniment o such well i ee o0 U Gp oo
plug and abandon the well for the aeeount o the Completingg Part oo O e 2o ne o =wen nut.oe,
the provisions of Article 11 shall auply.
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ENPLORATORY WELLS
9.1 Purpose and Procedure, It s the purpose of this Avticle to -t forth the piocedure tor Doty
nd Completing an Exploratory Well.

[l

9.2 Drilling. The Drilling of an Exploratory Well shall be pursuant to the procedure heremn set
orth.

A. Noticeof Proposed Drilling. Any Party desiring thv Drilhing of an Exploratory Well onland
in which it owns a Committed Working Interest shall desimiate anarea, hereimn ealled o Drilling
Block, notto exceed . 630 aeres. which, on the basis of available ceolfogmicalinformation, will in
its judgment, be proved productive by the Drilling of such well. Unit Operator and each Party
within the Drilling Block shall be furnizhied with a plat and deseription of the wrea so designated,
together with notice of the location, objective formation, estimuted depth, and estimated cost of the
proposed well. The location of the proposed well shall conlorm to any appheabile spacing pattern
then existing or an approved exception thereto, The Drilling Block shall maelude no land oo
established participating area for the objective foruation for the well tbe Drdled thereon nor any
land included in a proposal therefor filed with the Geolarical Survey nor any Lind within an active,
previously designated Dritling Block for such formation The Drithing Bh.u\ sh nil be cinsidered
active for ninety (90) days after the designation thereof and, if the sctaal Dril ing of uowell 1s
commenced thereon within such period, until either

{1) the Completion of the weil, if it is complicted otherwise than as 2 producer of unitized
substances in paying quantities, either at its original projecied depth or, i Deepening or
Plugging Back operations are conducted, at any other projected depth; or

(2) the filing with the Geological Survey of a propusul for the estabhishment or revision of a
participating area if the Completion of the well results in the Hlins of such proposal
B. Basisof Participation. Each Party within the Dolling Block shalibe entitie
in the Costs of Drilling the proposed well on an Acreage Basiz but shall be regunred o do so only .fu
notifies the other Parties within the Drilling Block ofits willingness <o to participate
in this Article 9 provided.

Llapartic
,asiereinalter

LON

such notice, any part of the land included in the propo=ed Drilling Bioek may be excluded theretrom
at the Direction of the Parties thercin In such event the proposed Drilling Block, as reduced by the
exclusion of such land, shall be estubhsmd as the Dritling Block. In the obsence of any such
Direction, then, at the expiration of said 20-day period, the provosed Dritling Blocx shull be
established as the Drilling Block.

C. Exclusion of Land From Proposed Drilling Block., Within thirty (3G davs atter receipt of

D. Preliminary Notice to Join in Dritling, Within ten (10 divs atter the estebiishaent ol the
Drilling Block, each Puarty within such Driilin Blnd\ shall advise ‘xll other Puartie- therein whether
or not it wishes to participate in Drilling the proposed well, If any Party fails to orve such advice
within said 10-day period, it shall be deemed to have elected not to participate in Dridling the
proposed well. Ifall Parties within the Drilling Block advise that they wishio participate o Dirtiling
the proposed well, then Unit Operutor shall Dreill the well for the aecount of all such Parties

{

E. Notice of Elcction to Proceed. Unless all Parties swithin the Drithing Bloch ngree
parucipate in Drilling such well, then, within fifteen (15 davs afver v\pﬂ";lti(ﬂ] of the To-day period
specified in Subdivision D of this Section 9.2, cach Party within the Drilling Block then aesir g o

ia}

have the proposed weil Drilled shall zive to all other Parties therein notice of its election to proceed

with the Drilling of said well. Failure to give such notice shull be deemed an election not
participate in Drilling the well.

F. Subsequent Election. If election to Drill the propused well is made, any Paroy withim tie
Drilling Block who had not previously elected to participate therein may do <o by notice ziven to all
other Parties within the Drilling Block at any time before the well is \pllddul inwhichi event such
Party shall be included in the Drilling Party. However, such Party shall bet uund by any and a!l
Directions and Approvals theretofore given by the Drilling l’ar\\ concerning th Drs"vng of the
well.

G. Effect of Election. If one or more. but nat all, of the Parioes within the Dreilling Block elect
to proceed with the Drilling of the well, Unit Gperator shall Deill the well tor the account of sach
Party or Parties, who shall constitute the Drizling Purty, onan Acreage Bass amon g themselves, of
on such other basis as said Parties may specifv,

H. Rights and Obligations of Drilling Pacrty and Noa-inilhiog P
tory Wellis Drilled otherwise than for the account ol s Virties we b the Livtilin
the provisions of Articte 12 shail he appricabic (o such operation

f
—
-

9.3 Attempted Completion. The artempnted Completen of Eagioo oo el Doe b thar
srojected depths shail be governed Ly the il s provisions
A Notice by Unit Operador, Afteran baora oy weri s reacood . - cectendaennand Bs
been tested, logued, and togs furnished to coon Desiling Party, bt Lelore pro favtien pipe hius beed
set, Unit Operator shall give notice thereot to each Dhrithng Paree, 7
-
B. Right to Attempt Complietion. Poeh Dreithing Party <ndh ve e mo2n e nitale o

proposal to attempt the Completion of such well and wl=o <Ll ve cntited 1o L topate e
Completion attempt.



r\\;\,r‘\Y x..OU«'\T-M NoUNIT O\D\_F\f\”\‘.. RS -:.\“:::‘v

‘F01ml2 (Divided interest)

February, 1980

'S A1
C. Time and Manncer of Initiating Proposal, Aonerioa o wenis doar 248 hours texclusive of

Saturdays. Sundays, and holidays from and after reec ol tae sotice given pursuant to Subdivi-
sion A of this Section 8.3 shall be allowed within wiien o Pty entitied to do =0 muy mitinte
proposal to Complete. Any such proposal shadl be iitiated b ,',;:\'i-n;; petsee thereol t Uit Operator
and to each Drilling Party. If nosuch proposal isinitiated within said periad und no other proposal is
initiated pursuant to Article 11, Unit Operator shall plug and abandon Lhe well for the account of
the Drilling Party.

D. Election. If a proposal to Complete is initiated. each Party entitled to participate in the
Completion attempt shall have a period of twenty-four 21 hours texclusive of Saturdavs, Sundays
and holidays) from and after receipt uf such proposal within which to notify Unit Operator whether
or not it elects to participate in the Completion atterapt. The fiture of o Party o sigmfy its etection
within said 24-hour period shallbe deemed an election not to participate in the Completion attempt.

E. Effectof Election. The Party or Parties electing to participate in an aitempt to Complete a
well as above provided shall constitute the Completing Party fur such operation. Fuch Party who
was entitled to make such election but fatled todo <o as above provided shudl e o Non-Campleting
Party with respect to such operation. Such operation shall be conducted by Unit Gperator for the
account of the Party or Parties constituting the Completing Partv, on an Acreage Bas
themselves, or on such other basis ws the Completing Party ma
successful, shall include Equipping the well for produd: mr

nong

\k;\,Lli}. Du\.h uk)L’rl‘.LiOZ], 15

F. Rights and Obligations of Completing Purty and Non-C umplcll.w Party. Upon the com-
mencement of a Completion operation otherwise than for the account of all Drilling Partics, the
provisions of Article 12 shall be applicable to such operation.

G. Notice Prior to Plugging. Before plum"nr' and abandoming any Expioraiory Well which
was Drilled to its projected depth and not completed as a producer of unitized subi=tances, Unit
Operator shall give the notice specitied in Section 111 A, unless every Party entitled to the notice
has consented to the plugying and abandonment of such well, in which event Unit Operator shall

plug and abandon the well for the account of the Completing Party. Upon the siving of such notice,
the provisions of Article 11 shall apply

ARTICLE 10
' REQUIRED WELLS

10.1 Definition. For the purpose of thus Article, a well shall be deemied a Required Well if the
Driltling thereofisrequired by a final order of the Geological Survey. Such anorder <hallbe unmd final
upon expiration of the time allowed for appeal therefrom without the commencement of appropriate
appeal proceedings or, if such proceedings are commenced within sid time, upon the final disposition of
the appeal. Whenever Unit Operator receives any such order, it shadl prompuy mail a copy Ulcrwf' to
each Party. If any such order is appealed, the Party appealing shall give prompt notice thereot to Unit
Operator and to each of the other Parties, and, upon final dispesition «fthe appeal, Unit Operator shall
glve each Party prompt notice of the resuit thereof

10.2 Election to Drill. Any Party desiring o Drill, or to participate in the Drilling of, a Required
Wellshall give to Unit Operator notice thercof within thirty <30 days alter the order requiring such well
becomes final or within such lesser time as may be required to insure compiiunce with such order. If such
notice is given within said period, Unit Operator snall Driil the Required Well for the aecount of tae
Party or Parties giving such notice; provided, however i the Required Well is l)( vesnpiient Well i
shall not be Drilled unless it receives the Approval of the Parties within U-c partivipating arcainvolved.
All rights and obligations with respect to the ewnership of such well, the Upc;ul‘f.;; azhts therein
Production therefrom, and the bearing of Costs incurvad therein shat J- sihe same s g the welihad been
Drilled under Article 8, if the same 1s a Developmcnt Well, cr under Aruicic 9, 1if the same 1s an
Exploratory Well or a Subsequent Test Well.

10.3 Alternatives to Drilling. If no Party elects to Drill a Reguired Well within the period a lowe i
for such election, and if any of the following alternativesis av l“dln(} the frstsuch alternative which is
available shall be followed:

A. Compensatory Royalties. If compensatory rovalties man !n; naad 1 heu of Dritling the well
and if payment thereof receives, within =aid period, the Appx-u».l! of the Purties who would be
chargeable with the Costs incurred in Drilling the well if the weli were Drilled as provided in
Section 10.4, Unit Operator shall pay such compensatory royvalties for the aceountof said Parties; or

B. Contraction. If the Drilling of the well may be avoided, withaut other penalty, by contrac-
tion of the Unit Area, Unit Operator shall make a reasonable effort to elfect seeh contraction; or

C. Termination, If the Rocaired Well i 0 Subsequent Pest Vel the Parties shall join in
termination of the Unit Agr cinent v o ordance with ats provioson
104 Required Drilling. Inone o the ron comasalternatives oo e, Ui Gperator =i Dridi

the Required Well under whichever of the olfowing

froavIslunis s .u-}ul\.nﬂ.\

A, Development Well, Hthe Regoired Well is o pevelopinens Wesd it ~oadl be Dedled By Uit

Operator for the account ot all Parties withnn the partweinang ard oo wnoh thewells Driltador

B. Exploratory Well. If the Reguived Well s an Exploratory Wencne Dridin g Block Dor saeh
weil shall consist of all forty ¢l aere subdivisions ind Lois ol the Pun o i s arvey ol Wi tors
than one-half of the surface aren i vothion adistanee o 26510 et ran e cronsed boton ol

location of such well, but excluding thereirom all lunds within uny aciapating

Saven Lo lulote
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established for the pool orzonetowhicn the wellis tone e Ui Operatar <t b D el sach
forthe account of all the Parties ovning Commuticd Wornt o Intereawthun the Doibine Block, or
an Acreage Busis among themeelves; and no such Purty shall have the right to clect ot o
participate in the Drilling of said well.

ARTICLE 1T
DEEPENING, PLUGGING BACK, AND ABANDONMENT

11.1 Attempted Deepening or Plugpeing Back. The attempted Decpening or Plupging Back of wells
not completed as produccr; of unitized substances at thew orimnal projected depthis shall be governed by
the following provisions of this Section 11.1 and by the provisions of Section 112, uniess every Party
entitled to the notice provided for in Subdivision A of thils Section 11.1 hus consentec to the plugging and

abandonment of such well:

A. Notice by Unit Operator. Betore abandonimg any well which has been Detled to ds arrrinal
projected depth but not completed as o producer of unitized substances, Unit Operator shall oive
notice of itsintention to plug and abandon such well toeach Drilling Party and Non-Drilling Party.

B. Rightto Initiate Proposal. Each Party who paruapated in the Dedlling of eowell concerning
which notice is given in accordance with Subdivision A of this Section 11 1 and any other Party
owninga Committed Working Interest in the tract ol land.n which the well isiocated may initiate a
proposal to attempt to Deepen or Phuy Buck such well providdd, however, it the well w
Development Well, a proposal to I)(-u;m. or Plugr Back may be initiated onty by a Pariy owning a

Committed Working Interest in the tract of land on which the well is located.

cos Drilled as a

C. Rightto Participate. Inorder to be entitled to participate in a Decpenineor Plugimns Back
operation, a Party must have the right to initiate the same or must own o Comnntied

lomil Vorking
Interest in the Drilling Block theretofore estabiisbod fur Dl the wer! m\.ui‘..-vi; o Drilhin
Block was theretofore established for Drilling such well, thie Drlling Block fur st
Plugging Back operation shall be establizhed automatically in accordance with

Subdivision B of Section 10 4, which zhuil be applicable Tercto.

ch Deepening or
N ';L( }JXU‘VI‘}JOrAS of

D. Time and Manner of Initiating Proposal. A period of twenty-four 24 hours \\Nclu.\h.c of
Saturdays, Sundays, and holidaysi from and after receipt of the notice piven pursuant o Subdivi-
sion A of this Section 11.1 shall be allowed withain which a Party entitled to do so mny niitiate 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 tha propused operation. [t no such
proposal is initiated within said perviod, Unit Operator shall plug o
account of the Completing Party if a Completion attempt was mnade ozl
the Drilling Party.

'1(1 e n‘:m tiie well for the |

wot, then fur the account of

E. Election. If a proposal to Deepen ar Plug Back a well ts initiated, each Pariy entitied to
participate in the operation proposcd shail hove ooperiod of fortv-eight (4= bours texclusive of
Saturdays, Sundays, and hohdu_\,\r froin and alter receipt of such pronosad within wineh to notify
Unit Operator whether or not it elects to participate in the proposced operation, The tuiture ofa Party
to signify its election within suid 43-hour period shall be deemed Anclcc!:u.n olto part:apute inthe
proposed operation.

F. Effect of Election. The Party or Partics electing to participate in an operation ta Deepen or
Plug Back a well asabove provided shall constitute the Participating Party forsuch cperation. naen
) ¥ 1
Party who was entitled to make such clection but faided to da o as ‘xln.\c provided shadl be a
Non-Participating Party with respect to such uperation. Such operation shall be conducted by Unit
3 I
Operator for the account of the Party or Parties constituting the Parlicipating Partyv, o an Acroag

Lol e
Basisamong themselves, subject, however, to the provisionsof Section 112 and mection 113 ifthe
Party or Parties making such election du not proceed with the operation, the Costs incurred in
plugging and abandoning the well shall be charged and borne as part of the Costs wneurred in

Drilling the well.

G. Rights and Obligations of Participating Pacty and Non-Participating Party. Upon the
commencement of a Deepening or Plagaing Back operation otherwise than for the aceount of all
Parties entitled to participate therein, the provisions of Article 12 shuil be apphicable to suen
operation.

Deepening or Plugging Back to l".‘u't'wip'\lin«' Areas o welb within the surface boundaries of
a participating area is to be Deepened or Plupged Back to the pool or zone tor which such participating
area was established, such operation, including the Completion of such weli, muy be conducted onty i it
receives the Approval of the Parties within cuch participating aes, sl ondyv upon such terms and

conditions as may be specified i such Approval, and upon sach turther terms aond conditions ws may be

agreed to by the PJ!UC\ awnine interest< i e welbinmadiately pror T the codaanenceiment oD any
such Decpening or Pivging Back vperooon
11.3 Conflicts. IIAcom"lxc:mg,z clecions To iU Lo Decpomor Ui Bac 0 L ae T el e
with the provisions of this Article 11 preterence <00 be given fear o Doeeming Howo o ab &
Deepening attempt does not resuit in conplenion J[hc woll s prodicgr ot ot b es o

Operator shall again give notice in accord. e
abandonmg the well.

Wit Subdivisoon A

. 1 .
WS¢0 T Lol

114 Attempted Completion. The wrrenapted Completion o wells Decpened o Cia aed bk o
eir projected depths, except wells Du"}wnud or Plupgred Beek toa portepat sovea shad i b coverned
py the provisions of Section 9.3, unless every Participating Darty '

as conseniva T Line pudulingd and
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sandonment of such well, in which event Unit Operator shall plugiand abandon the weil tor the aecount

s the Participating Party.

11.5 Abandonment of Producing Wells. A well completed s o producer of unitized substaices
sithin a participating area shall be abanduned for plugging if and when aly indonment thereol receives
the Approval of the Parties within such participating arca, subject, however to the provisiis of Section
11.6. The abandonment of a well completed as a producer but not included 1 a participating area shali
e governed by the following provisions: '

A. Consent Required. Such well shuldi not be abandorced tor produciion rons the poolor zone in
which it is Completed, except with the consent of all Purties then owning the well,

B. Abandonment Procedure. 1f the abandonmment of such weli receives the :\.p;n‘m"ll ol the
Parties who own the well but is not consented to by ail such Parties, Unit Operator shall give notice
thereof to each Party, if any, then having aninterestin the awell who did not join in such Approvall
Any such non-joining Party who objects o abandonment of the well therein catted Non-Abandoniny
Party) may give notice thereof to all other Purties chervein called Abandoming Parties) then having
interests in the well, provided such notice is given within thirty <30 days after reevipt of the notiee
given by Unit Operator. If such objection is so made. the Non-Abandoning Purty or Parties shall
forthwith pay to the Abandoning Parties their respective shares of the Salvige Vidue of the well.
Upon the making of such payment, the Abandoning Parties shall be decined to have retinquished 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 zone in which it i< then Completed, and all their interest in the
materials and equipment in or porn'\ininr' to the well I there is more than one Non-Abandoning
Party, the interests so relinguished shatl be owned by the Nun-Abundoning P vies in the propor-
tions which their respective interests in the well bear to the total of thenr interests therein
immediately prior to such relinquishment.

C. Rights and Obligations of Non-Abandoning Party. Atter the relinquishment wbove
provided for, such well shall be aperated by Unit Operator for the account of the Non-Abandoning
Party or Parties, who shall own all Production therefrom and shall bear all Costs, Lease Burdens,
and other burdens thereafter incurred in operating the well and plugging 0 when sbandoned
(unless the well is taken over for Decpening or Pluguing Back s hereinatter providedi and aiso the
Costs of any additional tankage, {low lines, or other fiacilities needed to metsure 2eparat elv the
unitized substances produced from the well. Costs shallinclude snoverhead ehiarse computed ar the
highest per well rate applicable to the operation of @ single producing well oo cecordunce with
Exhibit 1, if such rate is provided.

D. Option to Repurchase Matesials, 1 a well Giken o by the Non-Apandoming Poyiy or
Parties as above provided is abandoned for plugging witven six o mondhs aiter selinguishinent by

Mk -
the Abandoning Parties of their interests therein, cach Atandoning Party <lhadb nave the mightatin
option to repurchase that portion of the materials and equipment swdviged o the well which is

equal to the interest relinguished by it to the Non-Abandoning Party or Prrtiessat the value

syreviously fixed therefor. Said option muy be exercised only by notive piven to Unie Gperntor and to
; . - lad 1

the Non-Abandoning Party or Parties withia fifleen (150 days aller receipt of tne notice given by

Unit Operator pursuant to Section 11.6.

11.6 Deepening or Plugging Back Abandoned Producing Wells, Beiore plugnng any well au-

PN

thorized for abandonment pursuant to Scction 11.5, Unit Operator siall wive notice o the Party or
Parties owning Committed Working Interests in the tract of land upon which the well is located, which
Parties, for the further purposes of this Section 116, shall constitute the Puctles entitled (o initiate and
participate in a proposed Decpening or Pluguing Back operation. Wothin ten t106 davs atler receipt of
said notice, any such Party desiring the Decpening or Plugang Back of such well shall give notice
thereof to Unit Operator and to cach }’u"tv entitled to participate in tha proposed operation: and ol the
provisions of Subdivisions E, F, and G of Scction 111 shatlapply i tie same manner asif the proposed
Deepeningor Plugging Back were a proposal tor the Drillin ofan P iasnory Wellubject  however o
the provisions of Section 11.2 and Section 113 Ino Party gives notec o' desive 1o Deepen or 2hug Baek

such well within said period of ten i [0 davs, or it such potice s gives Lo no party elects to proceed with

the Deepening or Plucsing Back of the well within the tine speaitioa theoenor Ui Opere o shall plug
and abandon the well (or the coount of the Uy or Partes ownear the wean

ARTICE N
RIGHTIS AND OBLIGATIONS OF hibbiidNg
PARTY AND NON-DRILLING PARTY

12,1 Uscof Terms. Asusedin this Arache, tee terms " hiridiimg i‘.\N}_‘":x..t Soon-Drithe o Party o
to be understood as including "Compieting Party™ and "Non-Coplents Paets aond "Participainy
Party” and "Non-Participating Party”, respectively, ds such forns ace caed ot Articies 8,9, and 1

12.2 Scopeof Artiele. The nights cd obitration= ot the Drihino Posiv s Son-Dendon s Pariy st
respect toa well whichis Drilled, Decpenca, Plugued Back, o Co Y Sl T Lo aocount
of all Parties entitled to participaie therein .\;imil be governed by Lhe sucte b Ly esuks ol thus Avtele

12.

12.3 Relinquishment of Interest by Non-Drilling Party. \\, Cilwowell

[ . |

rione \I l)l'(‘:? r'I."(l, i'“ﬂ_;'

A et ther e, eacn
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LX) b
working interest in and to such well Intic coae Va0 e e b S Nan-Diadhing
Party owned an interest in the well tanod.ateds pcor coine T oGP e, e Dl
: t1rt‘v'<hall pay tosuch Non-Drilling Party ics shove of the - 0 o Vaue ol the el sten pos e o be

ade at the time the well is taken uver by the Drilling fasv tor Deepeming or Pluggioe Back.

12.4 Reversion of Relinquished Interest. It the well is completed as a producer of umitized <ub-
stancesand isa Development Well or results in the establishinentorenlargement of ooparticipating aren
0 include such well and if, by rcason thereof, there is included 1nosuch participannng area any land
within the Drilling Block in which a Non-Drilling Party owns i Committed Working interest, then the
sperating rights and working interest velinguished by sueh Non-Drdling Party shall vevert tat at -uch
time as the proceeds or murket value of thut portion of the Production obtained from the well (fter such
relinquishment which s allocated to ali the acreage of such Non-Drithine Pariv i the pitiapating area
m\‘olved {after deducting {rom such procecds or market value all Lease Burdens and ail taxes upon or
measured by Production that are pavable up w such tinme on said purtivn of the Production {rom such
well) shall equnl the total of the followiny:

A. 1963 of that portion of the Costsancurred in Equppmg the well and i operas \"«,: the well
after such relinquishment, and up to such time, that vwould have heen ehooged to such Non-Dri
Party had the well been Drilled, Deepencd, Plugged Back, or Completed and Equip
account of all Parties entitled to purticipate therein

aling
2 tor the
n.u for e

B. 500.-% of that portion of the Costs incurred in Dending, Deepeninz, Plugas Boack, o
Completing thie well that would have been charged to such Non-Drithing Parcy had the well been
Drilled, Deepened, Plugged Back, or Completed and Equipped for the account olall Purties enttled
to participate therein.

" m;m‘c t such
\on Dnlhng Party as m slmre loe Salvage V.nue of the w oi in accorannee with Sectin 123 shall be
added to and deemed part of the Costs incurred in operating the weil for the purposes of Subdivision A

Y
above, and (2) if such Non-Drilling Party did not participate in t.w mitiad Deiliine of the weell tut the
Drilling Party did participate therein, and i the interest vetingue<hed b ~uch .\»ul*f’?'.':..ﬂ c Pty uporn
the initial Drilling of the well had not reverted to it betore suen Decpening or Plugear Bock, then, for
the purposes of Subdivision B above, there snall be added toand deerned prort of the Coscsineaired in the
Deepening or Plugging Back the then unrecovered portion of the Costs incurred i thosanital Detiling of
the well down to the pool or zone in which such well is completed asa producer of unitized suhstances as a
result of such Deepening or Plugging Back.

12.5 Effect of Reversion. From and after reversion to a Non-Drilling Pary of 1= reiinqguished
interestina well, such Non-Drilling Party shall share, onan Acreave Basisoin the ownersinp oi'the .‘.cl‘

the operating rights and working intere=t therein, the muterials and equivment oo pertaining o
well, the Production therefrom, and the Costs of operating the well,

12.6 Rights and Obligations of Dreilling Pacty. The Unriliing Party for whoan o owell iz Dridled,
Deepened, Plugged Back, or Completed shall pay and bear all Costzancurred therein and shail vwn the
well, the materials and equipment i, the \.cH oo pertaining thereto, and the Producion therelvom,
subject to reversion to each Non-Drilling Puriy of its z‘e}inqms:‘a-d interestan the wo U be well 15 o

Development Well or results in the extablishment or e"l’n';:vlm steiaparucpanng area toanclude the
well, then, until reversion to a Non-Drilling Party of its relingquishoed interes the Detthing Party <hall

vay and bear (a) that portion of the CU\\\ inctrred 1 ooperating the woin that wtherwise would be
chargeable to such Non-Drithing Party, and i all Lease Burdenstharare g;l,\':ﬂn‘m wi h e \mu to the

portion of the Production from such w oh which isalloeated to the acrenge ofsuch No cilthe sz Parne If
the Drilling Party includes two ur more Parties, the burdens sinposed upon and e in-:wu» socruing t
the Drilling Party shall be shared by such Partics on an Acreage Basis among thoemselves

12.7 Accounting Due Nou-Drilling Pacty. in the event a relingulshment of latevest by o Non-
Drilling Party occurs pursuant to wnv provision of this Apreemens with respect 1o aay well and
Production is had from such well, UnitOper;no'*<mll urni=ncach Non-Drilling Party, uponitsrequest,
all information referred to in Subdivision F of Section 16.1 and, in uddition, the .\)n()\‘.‘i!‘; '

A. anitemized statement of the Costs of the operation in which the Non-Drilling Paviy die not
participate; and

B. until reversion occurs, a monthly itemized statement ol the Custs incurred tn o perating s

well, the quantity of Production obtained therefrom, the procecds received from the sade of such
Production, and the Lease Burdens paid with respect thereto,

mxtmonn of a proposal and for the response thereto shall e charged and borne ax part of the Costs
incurred in the operation just um.;mtu! Staud-hy tine subsequent to said perioa  tane shail be
charged to and borne as Costs incurred in the proposcd operation, unless no Party elected wo purticipate
therein.

8 Stand-By Rig Time. Stand-by time foo the riggon aowell for the poriod of time cliowed fur the

12.9 Subscquentdy Created Lease Burdeos, Sovthog, RUTEN N
sebsequent to the date of this Apveentoia anv Portv s Qoo oo o er i toviiy.

savment, net prCCLd\ Interest, carrted inteies:, or ALY Lol IHUeresl oat of s U aanriied A

>

Lol T lon

R
RENTRRTN

Interest and at any time become a Non-Diriioang Puaety with rospect S ey Lot caanindt b ander
this Agreement. then the Drilling Parvty cnniied w0 veceive the Shiae - 0 0, WitV Loe
Non-Drilling Party would otherwise beentitled stindbreceo e the saiine iree o v g ciany ~ock,

and the Non-Drilling Party who created such burden sl toid e Didiing Pt harmies vt e
Lhereto.
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ARTHOLE
ADJUSTMENT ON ESTADRLISHMENT O CHANGE O
PARTICIPATING AREA

13.1 When Adjustment Made. Whenever, in accordan.c e with the Unit Alrecment, a participating

area is established, or revised by contraction or enlargement. and whenever two or more partic,puating
areas are combined ithe p'n'Licip.aLinr' area resulting from such establishment, revision, or combination
being hereinafier referred to as a “resulting area”), an adjustment shall be made mneccordance vith the
succeeding provisions of this Article 13, as of the date on which the establishment, revision, or
comhination that creates such resulting area becomes ctfective, such date heing neremaiter retvrred Lo
asthe “effective date” of such resulting area. For the purposes ot thi< Article 13, all Costs of a usable well
shall be deemed to have been incurred on the date the well was Completed.

ble

13.2 Definitions. As used in this Article 13:

“Usable well™ within a resulting area means a well which s oather 1 completed 1o and
capable of producing unitized substances from a pool or zone for which the resulting aren was
created or (2) used as a dispusal well injection well, orotherwisein connection with the preduction
of unitized substances from such resulting area.

B. “Intangible value’ of a usable well within a resulting ireaneans the amounc of those Costs

incurred in Drilling, Completing, and Equipping su-bcvell, down 1o the devpest oo or zane 1o
which such resulting area was created, which contr hute (o the preduction ot unitized s.hstances
therefrom and which are properly classified as intanzible costs in conformity with aocounting
practices generally accepted in the industry, reduced at the following rutes fur each month during
any part of which such well was operated prior to the efféctive date of such resulling area

1 0.5 & per month for a cumulative total of 40 months, and
(2) —___% per month for each munth in excess of sald cumulative totad

C. “Tangible property” serving a resulting area meansanv kind of tangnble nroperty vwhether
or not in or pertaining to a well) which has been aequired for use in or in eonnectivn witn the
production of unitized substances from such resulting area or any portion thereof, tid 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 the 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 7+ 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 Estublishment or Enkogement. As promptly as reasonably possi-

after the effective date of a resulting area created Ly the estublishment or enlargement of a

>

participating area, and as of such elfective date, an adjustmient shall be made i accordance with the
following provisions, except to the extent otherwise speciiled 16 Section 13.5:

date of a contraction of a participating crea, an adjustment shall be made s enehy Poarty oo hingd o

A. The intangible value of cach usable well within ~uch resalting crea on the effectve date
thereof shall be credited to the Party or Partiesowning suciv well immediately pror o such ettective
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 snall be ch
within the resulting area on an Acreage Basis,

ae

roed to all Parties

B. The value of each ttem of tunyible pv iperty serving the resulting arewa on tie etivetive date
thereof shall be credited to the Party or Parties owning such ttein immediately prior to such
effective date, in proportion to their respective interests 1 <urh item immediate!y prior to such
effective date. The total amount so credited as the value of the tangible property shali be charged to
all Parties within the resulting area on an Acreage Basis.

C. Ifaresulting area, on the effective date thereof, is served by any tangible propesty orusable
well which also serves another participating area or other participating areas, the value of such
tangible property and usable well vincluding the intangible value thereofy shall be determined in
accordance with Subdivision D of Section 13 .2, and such value shall be fuirly :1;3;”‘1'1ium-d between
such resulting area and such other p:;r.xcmpzmng arvea or areas, provided that such apportionment
receives the Approval of the Purties in each participating area concerned. That portivn of the value
of such tangible property and usable well {including the intangible value thereot) which is =0
apportioned to the resulting arca shall be included in the adjustinent made nsof the effective date of
such resulting area in the same manner as is the value of tangible property serving only the
resulting area.

D. The credits and charges above provided for shatl be made by Ui Operator i such puoiner
t
thatan adjustment shall be made for the intamable vadue closabde voodds sopnrate and apart roman

adjustment for the value of tanyniie property Oneach ~uch adneanser coel Py whosennrnned
an amount in excess of the amnount created to 0 =hall 5o to Ui Ues tor Tne cononsn o aich

excess, which shall be consivered on Coste chnn oo ble t soeh o o 24 pa

e v

el
BRI

Sproscs ol
Agreement; and such amount, whoen reconved by Unit i, ~Lali e O ondeced or cradated 1o
the Parties whao, in such adjustiment, are credited with ciounts in eforew oi Lhe ainuunls charged to
them respectively.

13.4 Method of Adjustment on Contraction. Asproigtiv

ey s s tooe i ter T e e
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Committed Working Interest in Emni exciuded from e o re it e By saensentraetion rainch
Commitlod Working Interest beiny hereinadlor oo Uns Sechon refersed o as eaciuden interest7n
accordance with the following provizions.

A. An adjustment for intangibles shall be made o accordance with subdivison B oof this

Section 13.4, and a separate adjustment for tangibles shall be made in accordance with Subdivision
C of this Section 13.4.

B. Such Party shall be credited with the summ of 11 the totat amount theretolfore charged
against such Party with respect to its excluded interest, parsuant to the provisions of lxabit 1, as
intangible Costs incurred in the development and operation of the participatingg ares prior w the
effective date of such contraction, plux 21 the total amount charged againstsuch Party with respect
to such excluded interest as intangibie value o usabie wells in any previous ::djusnncnt or
adjustments made upon the establishment or revision of such participating area. Such Party <hall
be charged with the sum of (1) the market value of that portiun of the Production from such
participating area which, prior to the elfective date of suclvcontraction, was debivered to sueh Party
with respect to such excluded intervest, less thie uneant of Lease Burdens and taxes pasd or provabie
on said portion, plus (2) the total smount eredited to such Party with respect to such vxcfuded
interest as intangible valuce of usable wells LY previons adjustment o whiustments nude tpon
the establishment or revision of such participating ares. Anyv d ference between the amount o) »eid
credit and the amount of said charze shall be ud»;usu-}; ws heremaiter proviaed,

C. Such Party shall be credited with the sum of 11 the tolad amount therctoiore charged
against such Party with respect to its excluded interest. pursuant to the provi<ions of Exhibit 1, as
Costs other than intangible Costs incurred in the development and operation WO th
area prior to the effective date of such contraction, plus (23 the totid wimount charged sgainst such
Party with respect to its excluded interest as value of tanuible property in e, previous adjustment
or adjustments made upon the establishment or vevision of uch participating arcs, plus (30 the
excess, if any, of the credit provided for in Subdivision B ot this Seetion U4 o er tne charue provided
for in said Subdivision B. Such Puarty shall be churged with the sum of t1 the exeeso i any, of the
charge provided for in suid Subdivizion B over the credit therein provided fr, pius 12 the total
amount credited to such Party with respect to 1ts exclueded interest as value o tangible projperivin
any previous adjustment or adjustments made upon the establishment or revision of such par-
ticipating area.

i"ux.'ln(.l}/ tung

D. Ifthecharge provided tor in Subd:ivision Cof this Scction 1 4 isequal toorvreater than the
credit therein provided for, no ;1dju<mwm shall be made with sach Party However, 1f the eredit
provided for in said Subdivision Ci=in excessof the charge therein provided tor, such exeessshall be
charged on an Acreage Basis ayinst Pavties who remain oo the partielpating aveas slier such
contraction and shall be paid by said Parties to Unit Operator upon receipt ol involeesthicrefor, such
payments, when received by Unit Operat or, shall be pard by it to the Party owning such exclud

uL‘(i
Interest.

1

13.5 Ownership of Wells and Tanvible Prosesty, Froogs ond aoer U

Uil Lole el
area, all usable wells within such resulting area and all Con ble property seeving =uch resulting ares
shall be owned by the Parties within such areaon an Acrenge Buasis except that voon the e of tangible
property serving a participating area or "m'ticxpamn;; arcas in addition to the re-ulime area, only that
undivided interest therein which is proportionate to that portion o the value tie
in the adjustment provided for sha!l be owned by the Partie~ watlun the cesuc 2 ores onan Acrenye
Basis, and (b) if a Party within the resulting ares was a Non-Doilhieg Party lor o well which
well within such resulting area on the vfective date thereof, and i the relinguishied interest of such
Non-Drilling Party in such well has not reverted to it prior to such cricctive dati, the
such well shall own the interest therein that would otherwise be owned by such Non-
reversion to such Non-Drilling Party of 1ts relinquished interest in such well.

{

cetin e date of o resaliing

reci which s included
4ousable

A

tor

AAL‘]

13.6 Relinquished Interest of Non-Dritling Parties. I the interest relinguished by a Non-Dnithng
Party in a well which is a usable well within a resulting avea on the eifvctive date thereof has ot
reverted to it prior to such effective date, thenimsofar, but oniy in~otir, as they relate to syzh weld, the
adjustments provided for in Section 13.3 shull be subject to the tolowing provisions, wherein the sum of
the intangible value of such well, plus the value of the tangible properly in or pertaining therclo, s
referred to as the “value” of such well:

A. The Drilling Party for such well shall be charged with that partof the vilue or' the well that
would otherwise be chargeable to such Non-Drilling Party with respect to (13 such Non-Drilling
Party's Committed Working Interest or Intevests in the pariiesptin cren in which the weil was
Drilled, 23 such participating sreaexasted whoen the Do ot
was Drilled as a Developnient \\'(-‘.} o £20 the Comamitiod A
Non-Drilhing Party which entisied oo participate m the D
Completion of the well, if it \msl)m ed, Dicepered, Plug,red Pock ar Cotupieted atbarrvise than as o
Development Well. However, sueh .\'\.‘z.w):‘am::,; Porivshod be s
value of such well asIs chargen e 1o 1

d el was commenced, 1the well
e Interes o Intecesis ol sudh

angn Decpeninyn Plavainyg Pack, or

ooedwiin s o G, ciany, o the

1
(sccordatice ot h Subadi s~ b nd Dol Secnion 1
with respect toits Committed Workine Dnmeroscs ol Ui U se relerted 1

If that part of the value of such e chwhich wos bl e boeen L fedae ]

Party if th well had becn Drilled, [)Cv}rc!‘.ud, Ll ‘.i;n\',;. av t'm;‘.;,.vm; Carthe secount ol il
Lheavison A oD thas Seclion

13.6 to be charged against the Drithing Party, such excess sivl b ;'..,p}‘-. Gonlesnst 11‘« relilhar
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ment to which the Doilling Party o entitca ouc ot Proac oo ot oo ol e rwiee ovenae to =nes
Non-Dritling Pavty, Aoy badance of such excess over the anount cecessary to coonpiete such

reimbursement shall be credited to sucih Non-Drilling Purt

ARTICLE
SUPERVISION OF OPERATIONS BY PARTIES
14.1 Right of Supervision. Each operation conducted by Unit Operator under this Agrecrentor the
nit Agreement shall be subject to supervision and control inaccordanee with the succeeding provisions
“this Article 14 by the Parties who are chargeable with the Costs thereot

14.2 Voting Control. In the supervision of an operation conducted by Unit Operator, the Parties
argeable with the Costs of such operation shall have the vight to vote in proportion to their respective
»ligations for such Costs. The Parties having the right to vote onany other matter shadl vote therean on
n Acreage Basis. Except as provided forin the Unit Aurcement and except asotherwise speaified in this
Zreement (particular reference being made to Section 25,1, Section 27,1, and that portion of Section
L.5relating to abandonment of producing wells outside of o participating arew), the affirmative vote of
arties having - 057 or more of the voting poweronany matter which 1s proper for action hy them shadl
: binding upon all Parties entitled to vote thereon; provided, however, (8 one Party voting in the
firmative has _©5 % or more but less than 25 % of the \‘n(ix'\"'})l>\'.‘t,'|‘, thoe athirmative vote of such
arty shall not be binding upon the Parties entitled to vote thereon unless its vote is supported by the
{firmative vote of at least one additional Party; and provided further, that i one Purty votogn the
~wative or failing to vote has more than . 35 % but less than 5077 of the voling power, the ofirmative
ote of the Parties having a majority of the voting power shall be binding upon all Parties entitied to vote
nless there is a negative vote of at least one additional Party. In the eventonly two Parties e entitled
s vote, the vote of the one with the greater interest shall previnl. IWonly ane Party s entithed to vote,
uch Party’s vote shall control. A Party fatling to vote shail not be deemed to have voted either in the

!
Jfirmative or in the negative. Any Approval or Direction provided for i this Aurecment which receives

ne affirmative vote above specified shall be deemed ¢iven by and <hall be binding upon all Parties
ntitled to vote thereon, except where the vote of a larger percontape ix ~pecilically required.

14.3 Meetings. Any matter which is proper for consideration by the Parties, or any ot them. may he
onsidered at a meeting held for that purpose. A meeting may be called by Unit Operator at any time,
nd a meeting shall be called by Unit Operator upon wrntten request of winy Purty having voting power
n any matter to be considered at the mecting. At least ten 110 duys in advance of each mecting, Unit
yperator shall give each Party entitled to vote thereat notice of the tine, pliace, and purpose of the
neeting. Unit Operator's representutive shall be the Chuaivman of such wecting.

14.4 Action Without Meeting, In teu of calling amecum g, Unic Operatar miny sunoaat any matter
1ich is proper for consideration by the Parties, or any of 1}A m, by giving to cach ~uch Party notiee,
‘escribing in adequate detail.the matter =o ~submitied. Each Paty entitled to vote on oo naotter s
ubmitted shall communicate its vote thiercon to Unit Operatorwithin such peviad cenny bedesignated
2 the notice given by Unit Operator Gwhich period shall be no Ceas than ten (107 Lor move than Lhir Ly
30) days): provided, however, if, within ten (10) days after subnus<ion ol saeh matter, reguest s ninde
‘or a meeting in accordance with Section 4.3, such matter shall be considered ondy i omeen mh cabied
r that purpose. If a meeting is not required, then, at the u\p.:ultmn of the peric i designined in the
atice given by 1t, Unit Operator shull give (0 cach Purty entiticd to vole thorton otice, stauny e
Lbulation and result of the vole.

14.5 Representatives. Promptly atter excoutionof thts Acreement, coch Pooty v sotice o aliother
arties, shall designate a representative M;;nm'mvd tovete Tor sUcn oty s raay desagnnie an
sernateauthorized to vote for such Partv in the absence ol itsreproscacove. dnvsuch desimatinn ola
cpresentative or alternate representative may be revoked ot any G oy notice wiven o ol other

“arties, provided such notice designates a new representatve or alternate representative, as thie cuse
..ay be.

ng o

14.6 Audits. Audits may be made of Unit Operator’s records and books of aecount porao
perations hereunder, as provided in Exinbit 1.

14.7 Extrancous Projeets. Nothing contained in this Agreeinent snail to deemed to anthe rize Uhe
‘arties, by vote or otherwise, to act upon any matter or to authorize anyv expenditure uniess such matier

‘-

rexpenditurerelatestnthe conductofnoerationsauthorized by v Unn N omevontor this Agreement

ARTICLE TS
UNIT OPERATOIR'™S POWERS AND RIGHTS

15.1 InGeneral. Subjecttothe hnvonon< cotortn s Avveena  ablioner e wnteeed by

v i l‘l'\
ae Unit Agreement and this Agreeanns <ol e mames cod cotndiicied o Ut Uier ooy ;
Operator shall have exclusive custody o add sceerins, equapinent, and oo ther preperis wsed
sonnection with any operation within the Uit Acea,

15.2 Employees. Allindividuads crnploved by Unit Operaton o the pomiaes o oritaets Bereuns
cer shall be the employees of Unit Opevator alone: and then warioons Lo raes o v oen=atiun, aad
Al othier matters relating to their exployment shall be cetermmed wolely b Ui diper o

15.3 Non-Liubility. Unit Operator <Ball siot ve abie oo v i oo i e dotiv o taiiot L
e done by it in the conduct of operations hercunder, exeept o cose o bt 1oth

15.4 Force Majeure. The oblizations o Uit ( perstor hereunder o

B P Y L S N P



Tt ermar

-n

d

|

e

N

e

Nd

ROCAY MCUNTAIN UM
Form 2 ({Diviced Interesl)
February, 1580

:..u‘\, ,‘.\ I. ,hgld g_qu

that,and only solong as, performance therec s pre v . 2 Dre vtinn ol the voee Lt stahes orother
differences with workmen, cets ol civil or cuiitary authorties, oo - of the pubiic eneny, oo-retiess ov
restraints imposed by tuw b by reandation or order of o cineent ) suthony whether iederad, State

1

Unit Operator, whether or not similar to any cau~e above enumernted. Whenever performance of its
obligations is prevented by any such cause, Unit Operator shall give notice thereof to the Parties as
promptly as is reasonably practicable.

15.5 Lien. Each of the Parties hereby grants to Unit Operator o lien upon its Commitied Working
Interests, its interest in all jointly owned materials, equipment, :ind other property

v.and it interest in
all Production, as security for pavment of Costs chargeable to it together with any interest payable

thereon. In addition to Unit Operator’s rights under the furegoing Len, and as a secured purty, Unit

Operator shall be entitled to the benefitof any statutery operator’s hien pmvxd 4 furinthe jurisdictionin
which the Unit Areais located. Unit Operator may, but need not, bring an action at law or in equity to

enforce collection of such indebtedness, with or without foreclo<ure of such bien, and, in additior, shall

have all rights provided under the terms of the Uniforn: Commercial Code or of uny other aw. In
addition to the foregoing, and not in limitation thereot, upen detault by any Party in the payvment of
Costs chargeable to it, Unit Operator shall have the right to collect and receive proceeds from the
purchaserofsuch Party's share of Production, up to the amount owing by such Party, plusinterest at the
terest per annum until paid. Each such purchasershall be entitled to relv upon Unit Operator's

statement concerning the existence and amount of any sucn

cn default. None o tne remedies or rAg“tu
specified above shall be deemed exciusive, and the exercise of 1.y such remedy or right shall not be

deemed an election of remedies and shail not affect enferceubility of the foregoing lien or security
interest.

15.6 Advances. Unit Operator, atitselection, shall have the right from time to time to demand and
receive from the Parties chargeable therewith payment in advinee of their respective shares of the

estimated amount of Costs to be incurred during any month, which visht tiay be exercised only by
submission to each such Party of a properly itemized statement of such estinaated Costs, together with
an invoice for its share thereof. Each such statement and

d invowce for the poayment in advance of
estimated Costs for any month shall be submitted on or aliout the twenticth a.iu;..\ day of the next

preceding month. The amount of each such invoice shall be pavable within filteen (15 dnve after receipt

o toval, inability toebtain necessary rightsotaccess, orane wiler catse reasonably bevond the control of

thereof and thereafter shall bear interest at the
shall be made monthly between such advances and Costs. to the end that each Party shall bear and pay

its proportionate share of Costs incurred and no more. Unit Operutor may request advance payment or
security for the total estimated Custs to beincurred in a particular Drilling, Deepening, Pluzging Back,
or Completing operation and, notwithstanding any other provisions of this Agreement, shall not be

obligated to commence such operation unless and until such advance pavment is made or Unit Operator

is furnished security acceptable to it for such payment by the Purty or Parties chuirgeable therewith.
15.7 Use of Unit Opcerator’s Drilling Kquipment. Any Drilling, Decpening, or Plugging Back

operation conducted hereunder may be conducted by Unit Operator with its own ool und equipment,

provided that the rates to be charged and the applicable terms oo

A canditions qre ~et torthia a form of
drilling contract which receives the Appraval of the Party or Purties charpeabie with the Costs of such

operation, excepv that in any case where Unit Operator alone constitutes the Drilling Party, such torm
shall receive the Approval of the Parties within the participating area or other designated area for such
well prior to the commencement of such operation.

Operator shall have the same rights and obligations hereunder as if it were not Unit Operator. Ineach
instance where this Agreement requires or pormvts a Party to give notice, consent, or spproval to Unit
Operator, such notice, consent, or approval shall be deemed properly given by the Party acting as Unst
Operator if and when given to all other P;r«‘ub entitled to give or

approval.

15.8 Rights as Party. As an owner of a2 Committed Waorking Interest, the Party acung us Unne

receive such notice, consenl, or

ARTICLE 16
UNIT OPERATOR'S DUTIES
16.1 Specific Duties. In the conduct of operations hercunder, Unit Operator shall:

Jia.

A. Drilling of Wells. Drill, Deepen, Plug Back, or Complete a well or wells oniy in accordance
with the provisions of this Agreement.

B. Compliance with Laws and Agreements. Comply with the provisions of the Unit Agree-
ment, all applicable laws and governmental reolations twhether Federal, State, or localy, and

[UR U S S

Directions of the Parties pursuant to this Agreement. In cose of contliet between seeh Directions
- T . o _—
and the provisions of the Unit Agrcement or such Livws or regulntions, the proviz.ens of the Umit

Agreement or such laws or reguintions shall govern

C. Consultation with Partics. Consult freeiy with the varttes within tne dren woiected by any
operation hereunder and keep them advised of all matters wrising in operations horeunder which
Unit Operator deems 1mpox‘t;m , in the exercise of its Lest

uL I-L""

D. Paymentof Costs. Pax all costsincurred in operations hereunder p rompty w-and when due
and payable and keep the Committed Working Interestiz and ail pr «.,;uz LV Gsmed i oennection with
cperations under this Agreement free from Liens whicn may be clatined for the payment of sucs
Costs, except any such lien which 1t disputes, in wihieh cvent Unit Uperator micy vontest Lhc
disputed lien upon giving notice thereof to the 1

Jarties J[,L‘kuLd Lhiereiny.

-q.

o et annum un Gl paid PO per adjustment roximes

interesc
rate
permitte.
by the
applical
usury le
for the
State o:
New Mew .



’ ESRecords. Keep Tull and aecurite recoaas 1o onss cnceesed cndd o o controllable
* matetials and equipment, which ¢ rda, and vece Do o et thereats shadl be
available for msgeumn by authorized conploree cec - Parties at e ssnsble intervals
during usual business hours at the otiice of Uit O oran
F. Informatioa. Furnish px‘umptlv to ench oty cinapeable with Coses oo thie operation
involved and to each additional Party who miakes timely swritten request theretor s breopies of Unat
Orfpprator's authorizations fur expenditures or itemizations of estimated expenditures in excess of
len thousand Dollars (810,000, 40, v copies of alb drilling reports, well logs,

and State and Federal reports, (i samples of cores and cutiings taken fram wells Drilled hercunder,
to be delivered at the well in containers furnished by the Party requesting: same, and ¢4 such other
and additional information or reports as may be required by Direction of the Partiéswithin the area

Tected. If multiple copies of any such muternials are requested by any Party, Unit Operator muy
charge the cost thereof directly to the requesting Party.

G. Access to Unit Area. Permit each Party, through its authorized eoapivsees or agents, but at
such Party’'s sole risk and expense, to have access to the Unit Area at all tames and to the derrick
floor of each well Drilled or being Dritled hereunder: for the purpose of observin: operations
conducted hereunder and inspecting materials, cquipment, or other property w=ed i connecoon
with operations under this Agrcement and to huve decess ot reasonable times w intormation and
data in the possession of Unit Qperator concerniny Unit operations-

16.2 Insurance.

A. Unit Operator’s. Unit Operatorshall comply . diohe Workmen's Compensation Luw ot the
State in which the Unit Area islocated. Unit Operator sh'xll also maintainin foree at all timeswith
respectto operations hereunder such otherinsursnce, ifuny, as may be required by taw. Inaddition,
Unit Operator shall maintain such otherinsurance, any, sxisdeseribed in Exhibit 3 aras receives
the Approval of the Parties from time to time. Unit Operater shall carry no other snsarance for the
benefit of the Parties, except as above specificd. Upoen request of any Purty, Unit Operator shall
furnish evidence of insurance carried by it with respect to operations hereunder.

B. Contractors’. Unit Operator shull require all contractors engaged in operations under this
Agreement to comply with the Workmen's Compensation Law ot the State in wineh the Unit Areals
located and to maintain such other insurance as may be required by Direction of the Parues.

C. Automotive Equipment. In the event Automobile Public Liability insuracce is specified in
Exhibit 3 or subsequently recetves the Approval of the Parties, no direct charge shall be made by
Unit Operator for premiums paid fur such insurance for Unit Operator’s fully owned automotive
equiment.

16.3 Non-Discrimination. In connection with the perforinance ol work under this Agrecement, Unit
Operator agrees to comply with the provisions of Exhibit 4

Unit Operator agrees to insert non-discrimination provisions in all subcontructs nhereunder, as
required by iaw or regulation.

16.4 Drilling Contracts. Each Drilling, Deepening, Vicueing Back, or Complheting o
ducted hereunder, and not performed by Uni Operator wiih ds own tools and equprient in accordance
with Section 15.7, shall be performed by o reputable drilling contractor huving sanable equipment and
personnel, under written contract between Unit Operator and the contrictor, at the mostinvo yrable rutes
and on the most favorabie terms and conditions bid, ifbids wereebtained but winerwis
terms and conditions recetving the Approval of the Parties.

rALION CON-

cutrawesendon

16.5 Uninsured Losses. Any and oii payvments mude by Unio Operator an the settlenient or
discharge of any liability to third persons (whether or not reduced to judgmenti ansing out of an
operation conducted hercunder and not covered by insurance boreia provided for shalt be charged as

Costs and borne by the Party or Purties for whose account such cperaiion was condacted,
ARTICLE 17
LIMITATIONS ON UNIT OFERATOR

17.1 Specific Limitations. In the condict of operations hereunder, Unit Operator shall not, with-
out first obtaining the Approval of the Parties ’ :

A. Changein Operations. Make any substanual change in the basic method of operationofany
well, except in the case of an emergency.

B. Limit on Expenditures. Undertake any project reasanably estimated to require an expendi-

ture in excessof _Twonty- fl'\"‘ tionsand l)nlln.\lbz ,"Ju.ﬂ provided, however, that (1)
Unit Operator is authorized o make o usand and customary opeating expenditures thatare
required in the normal course ot producing arerations o2 \\'!n';m‘.cl' Ut (x:,\-;'..m ~authornized to
conduct a Dritling, Completing, or Decpenings or Phosons Pack o s, o o underiaike any
other s '.’mL‘cL in accordance wath the Vyreemient, Tt Operator shoa o :h-..‘:.*-x.l Coomake ald

reascitble and necessary enpe o htires oL connection therew i,
property, but notice of such emergeney ~hadl be given wo ol Pavees os 0 mydy
possible. -

O}JL‘X';H\)T may make such inan lk!{‘xin' \'.‘-.})('I‘.A}l\l.:'vw R O I R N

C. Partial Relinguishiment, Make any portind relnng csioient of its iehits as Unit U
appoint any sub-operalor, or excoule &hy esiZitation ol Agent
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made by Unit Operator, except as otherwise specitied 1o Lhm Aureement. heroto.
ARTICLE
TITLES

tothie bestofits
xnowledge and belief, its ownership of Committed Working Interests in the Unit Area 1~ that set out 1n
Exhibit B to the Unit Agreement. If it develops that uny such owner-hipisincorrectly stated, the rights
and responsibilities of the Parties shall be governed by the provisions of this Article 18, but such
erroneous statement shall not be a cause for canceling or terminating this Agreement

18.1 Representationof Ownership. Euch Party represents o ali other Parties that, to U

18.2 Title Papers to be Furnished.

i

furnish Unit Operator with copies of ali leases, cazignments, options, and vihicer contrects which it
has in its possession relating to its Committed Workiny Interests,

A. Lease Papers. Each Party, alter exccuting this Agreement, shall won request promptly

B. Title Papers for Initial Text Well, Promptly atier the efiective date of 1his Aurcement each
Party within theareadescribed asthe Title Examination Areain Exhibit 2 shall, atizs ow

PN pETae
but without responsibility for the accuracy thereof, turiish Unit Operator with the tooowing title
materials relating to all lands within such area in which it owns Comnutied Working Interests:

M

(1) Abstracts of title based upon the County records, certifled to the current d:

Gatle,

(2) Alllease papers, or copies thereof, mentioned in Subdivision A of this Section 18.2 which
the Party has in its possession and which huve not been previcusly furnishied to Unit
Operator;

(3) Copies of any title opinions which the Party has i 112 possession:

(4) IfFederal lands ave involved, stutus reparts of carrent date, setting turth the entries found
inthe District Land Office for such lands, and aisu certitied copies of the Serial Registers for
the Federal leases invcived

(5) If State lands are involved, status reports of current date, setting torth the entries found in
the State records for such lands; and

(6) IfIndianlandsareinvolved. statusreportsof current date, setting forth the entries found in
the office of the Superintendent of the Indiun Agency and in the Area OUtiice for such lunds.
C. Title Papers for Subsequent Wells. Any Party who proposes the Drilling of o Subsequent
Test Well or Exploratory Well shall, at the time ol giving notice Yor such proposed well, designate a
title examination area not exceeding 040  acres and not includiny ooy tands within a
participating area. When the Dnilling of & Development SVell receives the Approval of the Pariies
within the participating area in which 1t is to be Drifled, actitle examinuion area covering lands
outside any participating arew may be designated by the Approval of such Purties Each Party
within any such titie examinauon aieu \z.all, at itz own ennense and dpon regquest, furmish Unit
Operator with the title materials lisied in Subdivision B oof this Section 102 not previoasly
furnished, relating to all lands within such area in which L owns Committed Working Interests.

“inL

(S

D. Title Papers on Establishment or Enlargement ol a Participating Area. Upon the estab-
lishment or the enlargement of a participating area, cach Puariy shall promptly furnish Unit
Operator all the title materiais listed in Subdivision B o' thi= Sceiion 18,2 not prevaously furnished,
relating to all its Committed Working Interests in the lands lying within such participating area as
established or enlarged.

18.3 Title Examination. Promptiy after all title materials delivered purscant to section 18 2 have
beenreceived, Unit Operator shall deliver the same to an attorney or sttorney = approved by the Parties
within the title examination area. Unit Operator shall arrange 10 have =aid materials examined
promptly by such attorney or attornevs and shall distribute copies of title opiniouns to all Parties within
the title examination area as soon as theyv are received. Fach Party shall e responsible, at its expense,
for curingits own titles. After a reasonable time, not exceeding thirty 30 davs, hasbeenallowed forany
necessary curative work, Unit Operator shall submit 1o cach Purty written recommendations jor
approval or disapproval of the title to ench Committed Working Interest involved, and thereatter the
Parties shall advise Unit Operator ia \wmnu, within fifteen 15 davs after receipt of such recom-
mendations, of approval or disapproval of 1 LUndess atherwee reed, the co-t ol adl tide exann-
nations made under this Section 155 shail be 'I.:U',’,,'L‘(i s partal the Costs of Defdling the weil tor whach
such title examination was muade

1
GV

]

T P
aoasdopr Dilie exaodui-

o b f

Option for Additional Title Foumnadions Any Pt oo n o mshe s e
nation pursuant to Section 18.2 shali hiov e the mphit Lo enianmie i i

dternids s hea L Gre

sach additional, independent title exaninaton is elected it = fthe sole o nnd capenes ol The
Party electing to perforni the simer and suen Party sholi cearamy expdaacmio o oo b noc s o
reproduce title materials for its ase, if reguired. Whether or not <uch addition o e coaniton is
clected, each Party shall have the right o appoove vrdisupprove titdes accord ot o isions U thes .

Article 18.

18.5 Approval of Titles Prior to Drilling. Where the Cotnnatted

[ Ao T . B rter o oy Tt
veodlen 2 shileesis watnadn o Utie
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<amination area arce owned by more i one Party, no Doy <has e condusted snaach arencennl
tles to the Committed Warking Interests therem huave recorved the Approval of tne Parties as
rennafter in this Section provided. I Dnlbing Bloek by been deapnated for the Dmllingg o oweeld,
ach well shall not be Drilled until titles to the Committed Work g Interests within the title excaning-
on area established for such well have received the Approval of thie Parties within the Drilling Biock in
“hich such well is to be Drilled. Approval of title to lands within o Driliing Block shall be binding upon
A Parties owning Committed Working Intevests within such Drillicg Block, If lands outside o par-
«cipating area are included in the title exumination area for a Developisent Well, such well shall not be
arilled until titles to the Committed Working Interests within such ttle examination sirea hove
eceived the Approval of the Parties therein. Inthe event Approval of the Parties is not obtained us in
is Section 18.5 provided, the Drilling Party twhether one or moremay proceed with the Drilling of the
“ell; but said Drilling Party (2) shall, by o proceeding, assume all risk attending the tulure to obinin
ach approval to the same extent asif apyirovat of titles to all lunds within the Drilling Block ¢:f one has
2en established) or within the title examination area tin ali othivr instancest had been obtanned, and o)
nall also be deemed to have given its approval to the titles to il Innds within the Dritling Block ufone
.as been established) or within the title examination arca’vin ol other instinces).

18.6 Approval of Titles Prior to Inclusion of Land ina Partic umlm«v Aren. Where the Committted
Sorking Interests within a participatiny wren are owned ‘
“erking Interest shall be included within sod g v ol be entiticd to participate in the
- roduction of unitized substances from =aid purticipating ares untid title W ~uch Committed Working
aterest has received the Approval of the Parties within smd purt‘c*;);xting arci. Approval of titles to
wnds within a participating areashall be binding upon all Partics within such participating area and all
Carties coming within such participating area upon any cniurzement thercof,

ohe Party, no Commitied

arucip: in

18.7 Failure of Title to Committed Working Interest Betore Approval. I title 1o a Comamitted
Working Interest shall fail in whole or in part prior to recetving the Approval of the Pacties, the Parties
vho improperly claimed said interest shall sustain the entive Toss oecnsioned by sueh Gnlure of titde and
o hereby expressly relieve and indemnify Unit Operator and atlother Parties trom and ayainst any und
21l liability on account thereof

18.8 Failure of Title to Committed Working Interest After Approsal. If vt to o Commnuitted
Norking Interest which has veceived the Approval of the Parties under Section In.5 fuils in whole or in
sart at a time when the tract affected thereby is within an active Drilling Block or within a Drilling
Slock upon which a well has been completed otherwise than as a producer of unitized subsiances in
saying quantities, or if title to a Committed Working Interest which nas received the Approval of the
Parties under Section 18.6 fails in whole or in part at a time when the tract affected thereby is within 2
sarticipating area, then:

A. theless, the costoflitigation, and any vl\\‘llin” labibity shudbbehorne be the Pacties having
interestsin the affected participating areaor Deilivng Block vincluding the Pacty who<e Committed
Working Interest has been lost and including the acreage of such Commtted Working fnterest);

there shall be relinquished o the Party whose Comantted Workinge Interest has been Jost
such proportionate part of each of the other Committed Working Interests in the lunds within such
affected participating area or Drilling Block, subject to a like proportion o their u-mc(tn o Lease
Burdens, as may be necessary to make the luss of such Conanttted Working Interest oo dnt oms of

)-

the Parties within such participating ares or Drilling Biock: and

C. therelinquished portions of siaed Cornnutted Working Intere-is tzubyect to therr prasartion-
ate part of the Lease Burdens attributable thereto) shall be deemied oweed by the Puriy receiving
same.

18.9 Joinder by True Owner, [ftitic toa Commitied Working Intevest failsin whoic orin part, such
Committed Working Interest shall no longer be subject to this Ayrecment or the Unit Agrecinent. The
true owner of a Committed Working Interest, title to which has failed, miay join in this Agreement or
enter into a separate Operating Agreement with the Parties to this Acreement upon such terms and
conditions asreceive the Approval of the Parties within the Unit Area and subject o eny vabid clalins by
:he true owner. ' )

18.10 Title Challenge. Inthe event of any suitor action challenaing the e ofany ariv to any of
heoil and gas rights committed by said Party to this Agreement and to the Unit Agreement, tive Party

served will immediately notify the other Purties, and the Party \\how '\itle hax been ehudlenged shall

“orthwith take over and beincharge of the conduct of the Htnzution and shatl bear the entive costeof suck
dtigation, uniess the title has previcusly received the Approval of the Parties, 1 which event the
provisions of Section 18.8 shall apply

ARTICLE 19
UNLEASED INTERENTS

19.1 Treated as Leased. [Fa Party owns i fee adl orany oot o

Ul g fed s SR L Tae
withinthe Unit Area whichisnot subject foany ol and ras fon e orathoer o o nireet o e Lot are taereat

~uch Party shall be deemed to own o Committed Working interes: 1o a‘\;\'}‘ Treot e abso e onadty

.terestthereininthe sume manner asifxuch Party's oil and pos niehite  nsu ot
form of o1l and gas lease attached as Exbhibit 3

s luvered Ly L

19.2 Execution of Lease. In any provision of this Agieciient where role oo -
assignmentor conveyance by any Party ofits Committed Working Interest toany otier it
seference astoany Party owning an unlea=ed interest shall

beinterpreted o menn that such Party <Ll
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ARTICLE 20
RENTALS AND LEASE BURDENS
20.1 Rentals. Each Party shall be obligated to pay any and a0l rentals and other sums cother than
~ase Burdens) payable upon or with respeet to its Committed Working Interests, subject, however, to
seright of each Party to surrender anyv ol its Committed Work...w Interests i accordance with Articie
27. Upon request, each Party shall furnish to Unit Operator sutiatactary evidence of the nading ot vuch
‘avments. However, no Party shall be Liuble to any other Purty for vnintentionad fialure to make any
-ach payment, provided it has acted in good faith.

20.2 Lease Burdens. Each Party entitled to receive a shore of Production shall be oblipated for any

:nd all payments, whether in cash or in kind, accruing to ooy and all Lease Burdens, net profits

.aterests, carried interests, and any similar interest pavable witn respect to such shave or the proceeds

“hereof; provided, however, at any time any such Party entitled to receive Production is not taking

zind or separately disposing of 1its share. that portion of ~."‘h Producton ur the proceeds thereof aat the

sption of such Party) aceruing to such Lease Burdens shudi, upon reguest, be distributed to such Party.

20.3 Lossof Committed Working Interest. IFaComuuttod \\’urhin;: Interestisfo~t through fatlure

> make any payment above provided to be made by the Party owiing the same, such luss shadl be borme

-ntirely by such Party; provided, however, if the Committed \\\: Ring Interest solostcoverslund within
. participating area, the provisions of Scction 18.8 shall apply.

13
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ARTICLE 2
TAXES

21.1 Payment. Any and all ad valorem and =everance taxes pavable upon Connnitted W u'l»\l 1y
> A . }
interests {and upon Lease Burdens which are not pavabie by the owners thereo!s or tpon muaterial

nlalelian,

2quipment, or other property acquired and held by Unit Operator hereunder, and ;1:,'; and ail taxes
iother than income taxes) upon or measured by unitized substances prodiced from the Unit Area which
are not payable by the purchaser or purchascrs thereofor by the vwner of Lease Burdens snzz.l be paid by
Jnit Operator as and when due and payable

21.2 Apportionment. Taxes upon materials, equipmoent, and other property acquired and held by
Unit Operator hereunder shall be charged to and borne by the Parties ownming the samein proportion to
their respective interests therein. All taxes paid by Unit Operator upon or miensared by the value of
Production shall be charged to and borne by the Partivs owning the same in the =i proporiions as the
assessed values of their respective portions of such Production bear to the whole therea!s All other taxes
paid by Unit Operator shall be charged to and borne by the Parties in proportion te toneir ownership in
the Committed Working Interests or unitized substances(as the case may beiupon wonch or with respect
to which such taxes are paid. All reimbursements from owners of Levse Durdens whotiior obtuined in
cash or by deduction from Lease Burdens, on account of any tuxes paad tor sucn owners shual be patd or
credited 1o the Parties in the same proportions as such taxes were charged Lo such Parce

21.3 Transfer of Interests. Inthe eventola transfer by one Paviy to anctier undoer the provisions of
this Agreement of any Committed Working Interest or of aryv other interest in o well or in the
materials and equipment in any well, or in the event of the reversion ot any relinganelinterest as g
this Agreement provided, the taxes above mentioned asses=od against the wransterrea
interest for the taxable period in which such transter or vreversion occurs siadl he . .
said Parties so that each shall bear the percentage of such tuxes which Is propurtiviete o that portion of
-he taxable period during which it cwned such interest.

21.4 Notices and Returns. Each Party shail prompdy turn ':nz()wr-uo:‘ with veies ol notices,
assessments, levies, or tax statements received by it pertaining to the taxes to be puid by Unit Operator.
Unit Operator shall make such returns, reports, and statements as nu v be required by law inconnection
with any taxes above provided to be said by it and shall furnish copies to the Parties upon request. It
shall notify the Parties of any tax which it dues not propose to pay before such tux Lecomes deiinquent,

ARTICLE 22
WITHDRAWAL OF T‘;{.-\C'i S Ah]) {,N( OMMITTED INTERESTS
22.1 Right of Withdrawal. If the owner of any substantial interestin a tract warhin the Unit Area
fails or refuses to join in the Unit Agrecient, then such tract may be withdrawn {rom the Unit
Agreement, as provided in the Unit Agrecraent.

22.2 Non-Withdrawal. Should Ui Partv or Partios havings the gzt ander thre imit Aprveemehit oo

withdraw a tract from the Unit Agrecment £l o exoreise such rivht s then all pavieents and Labadities
accruing to the owners of uncommitted interests in stuch tracs - hadl be pead and boene by e Party or
Parties.

ARTICLE 22
COMPENSATORY ROYALTIES T

3.1 Notice. Whenever demand i ude i vttt

hoLocerdance vt e

compensatory royalties, Unit Operator siual vive notice therea! to enen Party aited
23.2 Demuand for Failure to Driil o Development Welll I thie Genad 1o en s e sy ovasGoes

results from the failure to have Drilled o Doveloprent Well wid =ach welo s not Doied, then Unit



Opemtor shall pay such compensato v v 000 0 =acn et - e ce chiargen e Uosts incurnied in

operations within the participating area v, e,

L PR

compensatory royalties results from the failure to have Drilted wowell other than o Developronn Wel

v el

and such well is not Drilled, then Unit Operator shall pay ~cch comipensatory rovalties, Sach povment

23.3 Demand for Failure to Dol a Well Other Thia o l)(-u-lnplll(‘nl Well, &0 o o for

i BRI RS
shall be chargeable to and borne by the Parties who would be obligated to bear the Costs ol such well if
the weil were Driiled as a Required Well under Subdivision B of Section 10.4.

ARTICLE 2}
SEPARATE MEASUREMENT AND SALVAGE

24.1 Separate Measurement, If o well completed a3 o producer of umitized -~ stances s or
becomes included in a participating arca but is not owned onan Acreage Basis by atl the Parties within
such participating area and if, within thirty (30) days alter request therefor by anyanterested Party, a
method of measuring the Production tron =uch well without the necessity of additional taalities does
not receive the Approval of the Parties, then Unit Operator »hall mstall such additional tankage, flow
lines, or other facilities for separate measurement of theunitized substances produced from such well as
Unit Operator may deem suitable. The Casts of such {foiities for separate measureient =hail be
charged to and borne by the Drilling Party for such well ind treated as Costs incurred in operaung such
well, notwithstanding any other provisions of this Agreenwnt

24.2 Salvaged Materials. If any materials or cquipment are salvaged from o well com Pl
producer after being Drilled, Deepened, Plugged Back, or Completed otherwise than fir the account o
all the Parties entitled to participate therein before reversion to the Non-Drilling Party of its relin:
quished interest in the well, the proceeds derived {rom the sale therenfor, i not =uid, the Salvage Vatue
thereof, shall be treated in the same manner as proceeds of Production trom such well for the purpose of
determining reversion to the Non-Drilling Party of its relinguished interest in such well,

el s

~
i
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CITCH L 25
ENHANCED REC()\'ER\ .-\M) PRESSURE MAINTENANCE
25.1 Consent Required. Unit Operator shail not undertake any progranc e coloaceed recovery or
pressure maintenance involving injection of gas, water, or other substance by any inethod, whether now
known or hereafter devised, without first obtaining the consent of Parties owning. onan Acreage Basis,

not lessthan .. ... Z¥° Tt of the Committed Working Interests in the participating arca affected
by any such program. After the Parties have voted to undertake a program of entanced recovery or

pressure maintenance in accordance with this Section 25.1, the conduct of such program

shall be subject
to supervision by the Parties us set forth in Article 14

25.2 Above-Ground Facilities. This Agreement shall not be deemed to recuirs any Party to
participate in the construction or operation of any gasoline plant, sulphur recovery plunt, dewaxing
plant, or other above-ground facilities to process or otherwise treat Production, other than such facilities

as may be reguired for treating Production in ordinary lease vperations and such faeilivies w3 may be
required in the conduct of operutions anuthorized under Section 201

ARTICLE 2
TRANSFERS OF INTEREST
26.1 sale by Unit Operator. If Unit Gperator =ells all its Commiteed Working iterest

5, 10 shail
resign and a new Unit Operator shall be selected as provided in the Unit Agreemont,

26.2 Assumption of Obligations, No transier ol any Comnntied Workins Interoasshall be offective
unless the same is made expressly subject to the Unit Agreeinent and this Areen
agreesinwriting to assume and periorm all oblipations of the transicror under
this Agreement insofar as they relate to the interest assiZned, except that such as~umption of obli-
gations shall not be required in casc of a transfer by mortguge or deed of trust as security for indebted-
ness.

cntand the transferec

U S R ST
the Unit Avrecment and

26.3 Effective Date. A transferof Committed Waorking Intervestz shail not be effoctive ‘.s:\m‘\‘m;; the
Parties until the first day of the month next following the delivery to Unit Operator of the ornginal or a
certified copy of the instrument of transfer conforming to the requiremnents ol Section 26.2. In ro event
shall a transfer of Committed Working Intm‘v\'t% relieve the transferring Paciv of any oblizations
accrued under this Agreement prior to =aid etfective date, for whech pm pore any oblivation assumed by
the transferor to participate in the [lll“xﬂh Deepening, Plugging Buek, or Completing ot a well priorto
such eifective date shall be deemed an ccerued ablipation.

ARTICEHE 27
RELEASE FROM OBLIGATIONS AND SURRENDER

27.1 Surrender or Redease Witina Ioovbemating Avens A O s Wi Interes! i tand
within a parteipating arca shall not e swrresdored except o foe oo o c artios withnn such
participating area. However, o Party who owns o Connntted Warnoa e '
participating arew and who is nol ot the D commztiod o poitioga e L :

Plugging Back, or Compieting of &owedd withan such ool g 0 vive 1o,
obiigations with respect to such purticipatings wrea, ax then consiiuied, ov Tael o
Unit Operator an assignment convey m;: toaihother Parties st sach parte gt

ted Working Interests owned by such Party 1o funds within tho Larticipaimg o -, Lo of & L o
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entire interest of such Party inany .40 vells oo~ Cooone el ety waidun or
pertaining to such participating are:
27.2 Procedure onSurrender or Reteuse Outside Participating Avea Wioone cor a Pty or Partie s
ownmﬁ 100% of the Committed Working Interestin anviract which tsnot withon ooy participatin juria
desire to surrender said 10077 interest, such Party or Parties shail give toall other Partues notice taereof,
uescnbmg such Committed Working Interest, The P(U'U('\ recenving such notice, or any of themy, shall
have the right at their option to take from the Party or Parties desiming to surrender an assignment of
such Committed Working Interest by giving the Party or Pactivs desiving to surrender notice ot eloction
sotodo within thirty (30) davs after receipt of notice of the desire to strrender. fsuce clection s made as
above provided, the Party or Parties taking the assignmentwhoch shall be taken by thern in proportion
to the acreage of their respective Committed Working Interests anong themseives i the Unit Areal
shall pay the assigning Party or Parties for its or their shave of the Salvage Value of all wells, if any, in
which the assigning Party or Parties own an interest and which are located on the land covered by such
Committed Working Interest, which payment shall be made tpon receipt of the assignment. I no Party
elects to take such assignment within said thirty <30 dayv period, then the Party or Parties owning such
Committed Working Interest may surrender the <amiv a7 ~urrender thereof can be made in accordance
with the Unit Agreement. Whenever a Purty owning ivss i L of the Committed Working Interest
inany tract desiresto surrenderits interest therein, such interest may be Loquired by the other Party or
Parties owning Committed Working interests in said tract without notice being given to any other
Parties owning interests within the Unit Area. In the event the gther Par wor Parties owning ¢ ummiL-
ted Working Interests in the tract 1o be surrendered do not des:re to uequire such interest, the interest
shall be treated as a 1007 interes:.

27.3 Accrued Obligations. A Party muaking an assigiinent or surrender in acooracance with

Scetion
27.1 or Section 27.2 shall not be relieved of its liability ior anv oblipation acerued vntior this Arree.cent
at the time the assignment or surrender is made or of the ehlization to bear it- ~hare of the Costs
incurred in any Drilling, Deepening, Plugging Back, or Completing operation snwineh seen Party had
elected to participate prior to the making of such assignment or surrender, excent 1o e exteat tk;;u the
Party or Parties receiving such assignment shall assame, wirh the Approval ofthe Porties, any and all
obligations of the assigning Party under this Agreemcent and under the Unit Agocement
ARTICLE 2>
LIABILITY «
28.1 Liability. The liability of the Parties hereunder <hall be several and not juint or collective.
Each Party shall be responsible only for its obligations s herein set out,
28.2 No Partnership Created. It 1s not the intention of the Parties to crente, nor shall this
Agreement or the Unit Agreement be construed as creat.ng, o nuning or other partnership or associa-
tion between the Parties or as rendering them hiable as purtners or assoelates.

28.3 Election. Each of the Purties hereby elects, under the nuthoriny of ~oeion 761 of the
Internal Revenue Code of 1554, to be excluded from the "pwm ativnolab the prov.. :;m(.*%u':)c‘n:;pfr-r K
of Chapter 1 of Subtitle A of the Internal Revenuve Code 71804 b mnking s
states that income derived by it from operations under this Ay ecment can Uu i
without computation of partnership taxable income. If the income tux laws of
which the Unit Areaislocated contain, or hereafler contain, provisions stiniiar to

Subchapter of the Internal Revenue Cude of 19:) above refein
permitted, each of the Parties agrees tnat such election sha svercised: and Shoa
laws of such State or States require evidence of such election, U xi{ Urneritor isautd
execute the same on behalf of each Purty. b«n,,l:‘..”.n‘.;-; with the Hrst tanable vear of o
Agreement, each Party agrees that the deemed election provided by Federal Mo
L761-20b02¥i0 will apply. and no Party will file an sopiication under Federa! Boziiatone Yoection
1.761-2(b)3){1) to revoke said election.

Te i & LIesin
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ARTICLE 29
NOTICES
29.1 Giving and Receipt. Whenever arigisonlocation, every notice and o ery responsc ~hail be by
telephone, to be confirmed promptly in writing. In all other mstances any notice, response, consent,
advice, or statement herein provided or permitied to be given <hinll be in writing and shall be du ed
given only when received by the Party ¢ whom the same s directed,

29.2 Addresses. For the foregomg purposes, each Party’= addre-s and tolepnae aunber shalt be
I f !

deemed to be the address and telephone number set forth unier or e snature hereto, untoss

and until such Party specifies anather addiessortelephvie aanier i atios- o ten i days prior

notice to all sther Parties.

30.1 Counterpavts. This Aprecinen iy Lo eneda ol L cotnie S Coenternarts
taken together shall be deemed to constinaie woe and the sine et Lt
:
30.2 Ratification. This Apreemont oy He exXectled v Ui cvecttion ol colivesy o6 o

sulficientinstrumentof ratification, adopring and entering o Coas Nareemens, = v
have the same elfect as if the Party executing it had execintes tis Arecient oo
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30'3 hilc totfSignature. When thia oo

Y R . o~ e b by el ana !
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Adg Apreement stiall thereupon beenine and remgo toareg oo IR ISR VIR SO i AN e
~ent. However, if the Unit Agrevonent does not become offectiv e o tan tweive 112t from and

.terthedate of this Agreement, then, at the expiration of said period. this Agreement shall termnate.
ARTICLE
SUCCESSORS \\!) \\\1( AR
31.1 Covenants. This Apreement shall be inndinge upon cod shalbinare o the beretitol all Parties
-lgning the same, their heirs, devisces, personal representiives, succes-ois ool b, and their
uccessors in interest, whether or not it issigned by all the Parties Hiated below

Phie terms “L ol wh \lA
1

‘cnstitute covenants runaing with the lands and the Committed Working fnterests of the

i he Parties

ARTICHE B2
HEADINGS FOR CONVENIENCE

32.1 Headings. The Table of Contents and the headings taoi i this Aorevient are inserted for
convenience only and shall be disregarded 1n construing this Avreement.

ARTICLE
RIGHT OF APPLEAL
33.1 Not Waived. Nothing contained in this Aurcemoent sical be acenied T con~lute o wanver by
.ny Party of any right it would otherwise have to contest the validity of any Law o oo ocder
cegulation of governmental authority fwhether Foderad, States o Localy relating

-onduct of operations within the Unit Area or to appeal trom anv ~uch order

T4
=
=
A
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=
o=
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ARTICLE
SUBSEQUENT JOINDER
34.1 Priorto the Commencement of Operiations, Pricr to the o Ty
the Unit Agreement, all owners of working interests in

Leot,
uner

ColnLniendetnent oo oheralions

U the Unint Arca who hoave joimed the Unit
Agreement shall be privileged to exccute ur ratify this Agreement

34.2 After Commencement of Operations, After commencement of cpermions under the Unt

\greement any working interest in land within the Unit Area which is no

it i

then conaited hereto may
ve committed to this Agreement and to the Unit Agreement upon such ressonabie terms and conditions
as may receive the Approval of the Parties

ARTICLE 25
CARRIED INTERESTS

35.1 Treatment of. If any working interest shown

an Fabibi B oto the Uit Aporeement and
sommitted thereto is a carried working interest, such interest ~iedl i the carrving Party executes this
sgreement, be deemed to be, for the purpose ol this Agreement, o Committed Worring Interest owned by
he carrying Party.

ARTICLE 2
EFFECTIVE DATE \_\I) TN
36.1 Effective Dateand Term. This Agrecment shall become effective upon the effective date of the
Jnit Agreement, shall continue in effect during the term of the Unit Agreement, and shali terminute
soncurrently therewith,

Effect of Termination. Terniition of (hes Sureenient shoe nof reliove any Poote Wb is
soligations then accrued hereunder. Notwith=tanding terpunnton of thos Arcement, the pes
1ereof relating to the charging and pavment of Costs ind thie disposition o7 :'A:Aa:cz".(;i\- and cguipment
shall continue in force until all materials and equipment owned Ly the Partics have been disposea ofand

antil final accounting between Unit Operator and the Parties S Deen e Ternnnation ol this
Agzreement shall automatically terminate wll rights and interest= acquired by virtue o this Agreement
in lands within the Unit Area, except such transices of Conmunitied “Saria
-videnced by formal written instruments of transfer.

o Interests as have been
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ARTICLE o7
OTHER PROVISIONS

7.1 METERING C DDUCTICN: 1t
.0 producticn
ﬁpera“icns [9)%
“t 1s agreed th
wells completed by the conscnting ;nrty or
svostandard metering cquirmont to be pronoviy Lot _ PR
nd the setting of a scparate tanx battery wiil oo bee roguireloonioss the purcnaser
5f the production or governmental regulaco:ry b hoosbng jurisdiction will not
approve metering for separately measuring the production.

37.2 PRIORITY OF CPERATICNS. wWhenover :hcr@ LsoLore than one ;r(;osal in
connection with any well subject to this agrelmin: i

consicdered arnd disgesed of in the following ordor of

(S G Sns 14

T T T
Silaad L2

(a) Drilling the well
including testing
priority over all

Ly A proposal to plug back a weil shall oo
or sidetrack such well; il the
back, the proposal to plog back o fhw o
shall have priority over srooosal (s) o
prospective intervals;

{c) A proposal to sidetracx a well in order wo
shall prevail over a propcsal to cdecwen;

(G} A propcsal to deepen a well shall have last oriority; and

(e} Proposals of the same type ana to the same depth shall b ojiven
precedence in the order in which they were ma

R
L1\4k_, -
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 INWITNESS WHEREOL, this Avee.
nrst above written,

Date of Execution:

- R : By
Address:

L% SO T B | s N
il iam G Goodwin, G

e - . Attest

Teleplone:

As Unit Operator and Wornaig Interes: Owner

Date of Execution:

i
1

[y
[

Address:

Prosodon

Cl Atlest

Secre Lo

Telephone:

Date of Execution:

o e
Address:

oo cdeaat

Necteta

Telephone:

Date of Execution:

e . Y
Address: R T
I Attest
Sectetany
Telephone:

Working Interest Owners
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ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIUNS

..nitions

.nt Property” shall mean the real and zersonal property sulject ¢ the sZreenment 10 wnich this Acsouncs
cedure is attached.

nt Operations” shall mean all operations necessaty or proper for the develeninen?, opefziicn, oretection and
~lenance of the Jcint Progerty. .

=t Accocunt” shall mean the account :zhowin
sations and which are to be shared ty the

:rator” shall mean the party designated to conduc:

a-Qperators"” snall mean the parties to this agreement ot

cties” shall mean Crerator and Non-QOperators.

>st Level Supervisors” shall mean those om
orvision of other employees andsor ccnirac
\ApdCA.:V’.

:hnical Employees’™ shall mean those empley
‘assional skills, and whose primary function
.3 and problems for the benefit ¢of the Joint

;sonal Expenses’ shall mean travel arnd

“iterial” shall mean personal property, equinm
strollable Material” shall mean Materia

.n0ost recently recommencded bty the Cound

siement and Billings

»*ator shall bill Non-Operators on or
t Account for the preceding mont

‘or expenditure, lease or facthity, u..“ a
ment and expense except that items of C

.:1/ identified and Iully described in detai

sances and Pavments by Non-Operators

238 otherwise previded for in th
e of estimated cash outlay for h
ilect advances received irom U

el O

DU eLon

w

2 Non-Cperater sha its
_e within such time, the unpaid
-m or the maxunum contrac: Term the 3 : N - [ERRY -
v 15 socated, wmchever is the lesser, plu : JCGUrt $osli, anc ol I3 oL oConnzciion with

“ustments

‘ment of any such bills shall not prejudice the

:L reof; provide:, how exer all bills and statem
~dar year sn 12 conclusivelvy be presumed ‘o be
end of any such calendar year, uniess within the said
.len excegtion !he etc and makes claim on Og=rator for adjustiment.

ade unless it is made within the same criked cencd.
ust'r.ents resulting irom a physical inv

‘cn-Operator, ugen not Ldit One
.o's accsunts and record 24y morin

PR
2d fellowing the end o {

< for the taking of

S
. of such calendar >
t

IO0tIATy DCOVISIORS in réZar inad oo
agreement Or approval ¢r a Cl the Mion-in



shall charge the Join: Aczcount wils
.Is and Rovaities
- rentals and royalties go.a oy Operater for the Joint Ogerat.

.) Salaries and wazss of Operator's field employees directly
Joint Operations.

- e ’la T o) T T i
empleyaed on the Joint Progerty in the conduct

1) Salaries of First Level 3u

2) Salaries and wages of T«
exciuded from the Overh

;era'o"'s cost of hoiiday, vac Clher customary a..owances gaid o
aployees whose salaries and Lader Pa:n:ra}‘:; Aol éection
Such costs under this P and as pad basis” or o

Jsrr‘en"' on the amount o : d

czetion 110 If percentage as

<penditures or contrisutio
.slicable to Operaicc's costs
a1l

“ersonal LY;E'}SES of thes

avee Benefits

:tor's current costs of established plans Iov
~ent, stock purchase, thrift, bonus, and othe
chargeable to the Joint Account uncer Para"
not to exceed twenty per cent {20¢%).

.. rial
»rial purchased or furnished by Cperator for
AMaterial shall be purchased for or L.Lmsuer:

s reasonably practical and consistent
» stocks shall be avoided.

,.sportation

sportation of emgpicyees and Material

“# Material is moved to the Joint Propert
2 made to the Joint Account for a dista
recognized barge terminal, or ratlway receiv

.5 by the Parties.

1¢ surplus Material {s moved to One
-int Account for a distance greate

=
1

rminal, or railway rezeiving oint uniess
sunt for moving Material to ather progaerties

.2 the application of Subparagraphs A and 3
© §200 or less excluding accessorial charges.
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v
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€5
.2st of contract services, equicm
raph 9 of Section II and deaﬂ
services of technical personnel &
:nead rates. xHe ccst of protfessi
- engaged on the Join: Property shall not te
acties.

tec:
ntoAccount unless grew

sment and Facilities Furnished by Operator

“cerator shall charge the Joint Acc
cnsurate with cosis of ownership and

ser 'Jnd exgense, insurance, taxes,

»r annum. Such rates shall not exc
ine Jomt Properir.

. aleu of charges in ?
2 immediate area of t 3
ssiished by the Petroleum Motor Transp

~es and Losses to Joint Property

3588 Or ex:g 28 meouss
ar losses incur .e'
regligence or w: |

cred as scon as praciticadle afler a tonoa theresl hos Dewn fooos

Zxpense
g2 fhar;hr' T RS s . Siarer

5 Da: for

8o} ,.o.ec’. or recove :
5 Or exgense ¢l ¢uiside at SRR TANN o
o 1S consicered 3Tl Tl IO 13 oiner

3, except as mrovice
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25
raxes of every xind and nature olesond o leviog Snoo Lo Lrn. on ST IS
“hereof, or tne producuon therefrom, and wnich taxes nuve Gl D oine Qper s

.28,
Jance

emiums paid for insurance required to &

carrred for the Joonn Cperanions for tne nrotociion of the Far-
in the event Joint Operations are condu )

uct : Crator may L2t oos seli-inzurer for Work-
¢ Compensation and.or Emplovers Liabuity T Teu e : at 1t electicn,
-de the risk under it5 seif-insurance program and in that event, Cperator shall inciude o a2t Operator's
not to exceed manual rates.
.<r Expenditures
a her e\'"eqc'.u.e neot covered or cealr withoin oin S
- which is incurred by the Qperator in the nccessary
HI. OVERHEAD
~rhead - Drilling and Producing Operations
s compensation for admunisiraiive, suguivi s oselvices Lnd owarehousning oosis, Crerator Snall charge

.cilling and preducing ogerations cn onither:

( X ) Fixed Ra:e Basis, Paragrach 1A, cr
( ) Percentage Basis, Paragraph 1B.
Jrless otherwise agreed to by the Parties, such charge shoil Y :n lew of

~nd salaries or wagzes plus zpplicable turdens an
.nder Paragraph 24, Section II. The cost znd
tters of taxation, traffic, accounting

13 included in the Overhead rates provided
cost and expense are agreed to by the Partles

all personnel,

he salaries, wages and Personal Zxgenses of
services and contract services of technical nersonne
not (X ) be covered by the Overhead rates.

Qverhead - Fixed Rate Basis
"1) Operator shall charge the Joint Account at the foilowin

Drilling Well Rate § $3,108.00
Producing Well Rate $____S 376.00

g rates per well per month:

{2) Application of Overhiead - Fixed Rate Basis shall be as foliows:
(a) Drilling Well Raze

(1] Charges for onshore drilling well
the date the drilling or complet:
be made during suspgensicn of d

[2] Charges for offshore d‘llllt
arrives on lecation and te
tion or riz is released, whicnheve
sion of drilling operations §

[3]) Charges for wells undergst
secutive days or more shall &
he period from date wor'x

that rno charge shall be mad
days.

(b) Producing Well Rates

[1] An active well either produced or injec
as a cne-well charge for :

[2] Each active compietion 1in a multi-completed
hole shall te considered as a ore-well charfe proviiing ea
well by the governing regulatcry authorit

[3] An nactive gas well shut in tecause ¢f cver
ticn snail De consicered as & one-well L..z.—;»
manent sales outlet.

{4] A one-well charge may te made for the an

equna‘ent Canaclan 1eX 43 ZLo.oinod oo 3latust SRR y Z Lo doTotil o Inol o od
the rates currently in use, pius ¢ minus t
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Ovwerkead - Percentaze Bas:s
71) Operator snall charge the Joint Acccunt ar the foilowing rates.
{a) Deve‘.Opmen:

ol the Joint Property exciusive of ¢os:s

—_— ‘ C :
provided under Paragracn 9 of Section II and ali salvage credits.

(o) Operating

for seconda
eral 'Lmerest in
(2) Application of Cverhead - Perce

For the purpcse of determining his Section Il de-
velopment shail incluce all ccsts any renn*r‘ al opera-
tions on any or all wells invelvin T - : cenditures
necessary in preparation for drilling > LTUL LowiTed an ‘on.ng whna ,Z c Wit 1S not com-
pleted as a preducer, and crigina 3 N e expansion of fined
assets and any other project c¢i structicn o3 Ze.ned in
Paragraph 2 of :his Section III
cthead - Major Constructisn  ma =2 voTere1amoe .
- M ADNY T il .

¢ of total costs If such
¢ of total costs in evoo
ol

N

~ 1

T mean the zress cost o:‘
= single project shall not be treated s

~endment of Rates

.2 Qverhead rates proviced for m this Sec
sween the Parties hereto if, in practice,

Y. PRICING OF JOINT ACCOUNT MATERIA

=1 is responsible for Joint Account Matenial
movements affecting the Joint Properz

- Operator's option, such Material may ke suppii
and,or surplus M u:e*‘ai, such disposal teling ma
- sale to outsiders. Ogperator may purchase, tut

“ ¥ “
surplus condition A or B Material, The disposal of
.1 be agreed to by ne Parties

_zchases

czrial puc wased shall te charg
Liaterial found to te defectiv

scount when adjustment has cee

-unsfers and Dispositions

cerial furnished to the Joint P
rator, unless otherwise agree
tss

~New Material {Concitien A)

c1) Tubular ”Of‘ds except line pipe, shall be ;
maximum caricad or barge load weight
;n.al‘shed pr ice f.o.b. railway
where such Material is normaliy availaole

2) Line Pipe

(a) Movemen: of less than 30.000 zeund
movement, s listed by a reliable sup
mally available.

{b) Movement of 30,000 pounds ar more shall be pricud und.s provisions of tubular
graph 2A (1) of this Sectinn IV,
(3) Cther Matericl shsll L p
supply store or f.0.b. twe
available.

.-
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e
- “m
* o -
(b) at sixty-Dive percent (683, o oot el el oo oo 2 sty Seotion
v, il ?-[aterui WAS QUIEINILY CnLriea 1o the Jo RN LTIl o Tevanty-live CoT-

’ -~

cent (73¢%) of curren: oo

The costoof reconditioning, if any, shall To anicrzed B otne tron corroog o

Jther Used Materici (Corndition € and D)

.i) Condition C
Material which s not in o
after reconditioning zhall be
graph 2A of this Section IV, 2
vided Condition C value plus cost

. 2) Cendition D

All other Maternial, including junk,
prices. Material no longer suitable
priced on a 2asis comgparable with
pose of Condition D Material unde
of Non-Ogerators.

Obsclete Material

N

laterial which is serviceable and usable for
.5 not eguivalent to that which would justify a
-he Parties. Such price should resu.t in th

Zered by such Materal

cn Material
reed ) bv

>ricing Conditions

.1) Loading and unloading costs may ke charged to the
hundred weight on all tubular gecocds movements, in lieu of
actual hauling cost of such tubular gcods are equalized under

(2) Material invalving erection costs shall be charged at sy
price of new Material. :

'mium Prices

.enever Material is not readilv outain

sther unusual causes over which the

ired Material at the Operator’s actu

in moving it to the Joint Property

arge prior to billing Non-Operators for suc !

.{ying Operator within ten days after recerning notice front Cperator
0

N

such Material suitable for use and accepizble t

cranty of Material Furnished by Operator

;'Uaxor does not warrant the Material furnished
~t Account until adjusiment has been received :

V. INVENTORIL
s erator shall maintain detailed records of Contrellzole Maternian
.odic Inventories, Notice and Represeniation

reasonable intervals. Inveniories shall be take
_sten notice of intention to take inveniory shall 'l
- is 1o begin so that Non-Operators mizay e repr.
~e represented at an inventory shall bind Non-

conciliation and Adjustment of Inventories

sanciliation of a phvs.cal inventory with the Joint Acoour
- ‘ce furnished to the Non-Operators within six months
nants shall be made by Cgerater with the Joint Account I»r oo,
i accouniable only for shortages due to lack of reasonabie diligence.

ccial Inventories

cial Inventories mav Te tzken whenever in
ihe duty of the pariy selling to notify all
ce. In such cases, both the seller and the pure

sense of Conducting Periodic Inventories

expense of conducting geriodic Inventories shz
Jies.
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The proposed locations for the initial test wells shall i as
follows:

T5S, R23E
Sec:.18: SE/4

The Initial Test Walls shall Lo drilled confon

‘.J,J_g)’ Wit Article §
of the lMade Well Anticline Unit Agreciont.

All Costs and expenses incurred in Loknccﬁ‘on with the Initial

an oil producer, or through gas scparator, | v,on
plugging and abandoning ii a dry hole, chali t. o by liemco

< .l
Campany and sucnh other parties hercuie aw aores to ooy culh cones
in accordance with separate agrecment onong thvnoolves, subjocs Lo

the inveszment adjusiment provisicns of fauticle 13 of this
Agreement. Any cash contributions receividd towards the ﬁr:iliyq ot
the Initial Test Wells shall belong to the parties susta

risk of drilling the Initial Test Wells.

Title examination for the Initial Test wells shall comprise no 1ess
than 160 acres but not more than 640 acres, wore cr less, arcund
the Initial Test Wells as designated by the parti 3
risk of drilling the Initial Test Wells.

sustoining the

The provisicns of Article 18.3 rotwithsrandin~, Unit Operotor sha
examine title to all leases, lands and 1in : :
which fall within the LLQJC\utOj title Qx:nina'imn area mnd shali
furnish copies of all title cpinicons and ref<re
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title examination with written recamerdatio rcr ﬁwpzu 1 o1
disapproval of the title to each cammitted worbing interest s
involved and thereafter th2 parties shall “ﬂvisu {rorator n
writing within fifteen (15) days aftor recel

woof such il
opinions or reports of approval or disapproval of titles. All
costs of such examinaticen shall be charged as costs of drilling the

Initial Test Wells.
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G the performance o7 tnis Cintrilt, Tno o ciilml il T

1) The Qrerator will 727 2 cIZrmwminate - ToiZChIinT
Tpioymant Ieciuse T racs, Izior, relicior ool Irolte. =
Zor will take aifirmacive action ©0 2ns.ra Tnat (UD1ICENATS art Gmnloyel,
natl employees are treatsd during amployment, i 7hout regard o tha2ir race,
-, religion, national origin or sex. Sucn actign -rzil dincluce, Sut not 22
‘2d to the toliowing: Emplo,ment, uccoraging, teration or Trins’ar; recruit-
Ir recruitnent advertising; laycor? or Zarmirat-ir, rates or iy or JIher

OT ccmpensiticn; and selecticn Tor “raining, ‘rcluzing agorantizasnicz,
JDerator agreas to post in conspiceous placzes, availznle o 2moloLisc anc an-
.nts Tor employment notices to te orovidec for <he :oniraciing officer set-
Torth the provisions of this non-ciscriminazicn cliause.

(2) The QOperater will, in &ll solicitaticns or zovertisaments for amplovees
By or on benalf of tnhe Operzicr, re ti: Pl cualirieg appiizancs will
ive consideration Tor emplicyment wiin z race, c2igr, r=2iigion,
onal origin or sex. ,

(3) The Operator will send to eacn iacor un o orecracan

v1th which it has a cellective tarcaining a2 2nT or o oihg .

'stanaing, a notice to te proviced Dy the zgenly Coniriciing rf ,

7g the labor unicn or worker'’s representative o7 zhe Onerzio cormitments
:r Section 202 of Executive Order 11246 of Saprombar 13, 1223 :nd znz2]) cost
“2s of the notice in conspicucus places avaitanie oo empioyes: 2nc z2nplicants

zmployment.
(4) The Operator will compliy with all 2rcvicisns a7 Execu
“zmber 24, 1965, and of the rules, 32270 n

C reievant oroars
.ry of Labor.

(5) The Operator will furnish 21l information 2nc rescris raguired Dy Zxscu-
Order 11245 of September 24, 1885, and bty the rules, reculatlions and orders
.ne Secretary of lLabor, or pursuaqt thereto, and will cermit 22C2S3 0 15S
©s, records anc accounts Iy tne coniracting agercy ind the Secratary of Labor
ourposes of investigation to ascertain cocmpliance with such riles, regulations

arders.

(6) In the event of the Cperator's non-com

clizncs with the non-ciscriminaticn

:ses of this contract or with any of such ruies, regulations ¢r orders, tnis
“ract may be cancelled, term \inated or susrpnde: in wnove or in cart and the
~ator may be declared ineligible for further Icverment coniracts in zccorcance

orocedures authorized in Exscutive OJrder 11233 <oF Saptember 24, 1563, and

other sancitions may be impcsed and remedics invel S orovidel Tn fxsgutive
:r 11246 of Serctember 24, 1565, or by rule, r cr crder o7 the Sacre-

o7 Labor, or as otherwise provided by 1u~-

©7) The Qperator will inciude the provisicns of Paragrzons V) nrougn (7))
very SuUdCOontract Or purchase corder unless =xempiad by rules, reguizzicns or
.rs of the Secretary of Labor issued pursuant 1o >ezzion 204 of ixecutive (Ordar
6 of September 24, 1565, so that such provisions will be Sinding ucon sach sub-
’”actc” or vencor. Tne COperater will take such z27icn with ressact %0 aay Suo-

tract or purchase order as the contr a:tﬁng 3gency Ty Iirect 2tz me:s ot en-
-;ng such provisicns including sancticns for non-zompiiance: Srovidac, nowsver,
Z in the event the Cperator bacames involved in, or is “nreazzned wi-n, 1151-
on With a subcontractor or vencor 2s a result of suzh dirsczicn by centrac-
:agency, tha (Cperator méy recuest the Unitad Stetes 1o enter inis Titi-
“zn to protect the interests of the Unitec State:

Qperatcr acknowlecgas that 1o may To r20:ires o Tile Szargacsz Form

aulgated jointly by the Offics of Federal Contract Tomoliancey, tne Iouil
T Opportunity fcmmission anc Plans for Pregress with Joint Rezorting lommic
zral Depot, Jeiferscnvilie Ciana, within hict s JI0G Zays 37 otne cotoooF
ct award if such report has not oesn filsel Tl Too urvant v oand
21y with or file such otn»r ;:mpliance recoris aI iy De 2Tl
:r 11236, as emended and Rulz: and Resulations zccozel Znsarz.r o2

Operator further ackacwiziges that ne
tative action compliance program zs reguiced
/ed by the Secretary of Laber unzer zutheric.
-Cperators with a copy of such program 37 th




CZRTIFICATION OF NOM-SETGRIZATECD FACILITIES
Crerazor assures HON-CDerzicrs tnat 17 222D oot and Wil no:
“-ovicde for its emplcyees any segreqated faciiities a7 zny o7 113 23
-3, and that it does not and will not permit i:s employeas %5 certers
rices at any location, urnder its control, where segregated facilitiss ars main-
:d. For this purgeose, 1t is understocd that Ire snrase "segdragatad faciliti
’udos facilities wnhich are in fact segregatez cor 2 basis o7 race, ccisr, religion,
zional origin, because of nhibit, local cuszcm or ozherwisa. It %5 Furher
<rstood and agreed that maintaining or provicing sejregatad facilitiss 7or jts
‘dyees or permitting its emdlcyess o perform’.their caervices a2t any lacazicn under
zontrol wWhere segregated T‘“111t1~s are maintzines is a2 viclzzion ¢ <ne _qual
Jotunity clause required by Zxecutive COrcer 1123¢ ¢7 Zeptemoer 24, 1855
Cperator further understencs and 2gress That 2 Sreacn Cf The a3surancs
;in cont2ined subjects it to the provisions of thz Order at 21 CFR Craster &0
2 Secretary of Labor dated iMay 21, 1988, 2ng tnz zrovisicons o7 the aquz)
*tun1t/ clause enumerated in contracts hetwesn tna United States o7 Americz anc.
-Jperaters.
Whoever knowingly and willfully makes any t2ise, Tictitizus or traudulent
resentation may be liable to criminal prosecuticn under 18 U.S.C. sec. 1001.
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