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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between __Primero Operating, Inc. ,
hercinafter designated and referred to as "Operator,” and the signatory party or parties other than Operator, sometimes
hereinafter referred to individually as "Non-Operator," and collectively as "Non-Operators.”

WITNESSETH:

WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land
identified in Exhibit "A," and the parties hereto have reached an agreement to explore and develop these Leases and/or Oil
and Gas Interests for the production of Oil and Gas to the extent and as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

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

A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs to be incurred in conducting an operation hereunder.

B. The term "Completion” or "Complete" shall mean a single operation intended to complete a well as a producer of Oil
and Gas in one or more Zones, including, but not limited to, the setting of production casing, perforating, well stimulation
and production testing conducted in such operation.

C. The term "Contract Area" shall mean all of the lands, Oil and Gas Leases and/or Oil and Gas Interests intended to be
developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas
Interests are described in Exhibit "A."

D. The term "Deepen" shall mean a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the
lesser.

E. The terms "Drilling Party" and "Consenting Party” shall mean a party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agreement.

F. The term "Drilling Unit" shall mean the area fixed for the drilling of one well by order or rule of any state or federal
body having authority. If a Drilling Unit is not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties.

G. The term "Drillsite” shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be
located.

H. The term "Initial Well" shall mean the well required to be dritled by the parties hereto as provided in Article VLA.

1. The term "Non-Consent Well" shall mean a well in which less than all parties have conducted an operation as
provided in Article VI.B.2.

J. The terms "Non-Drilling Party" and "Non-Consenting Party” shall mean a party who elects not to participate in a
proposed operation.

K. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or all other liquid or gaseous
hydrocarbons and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is
specifically stated.

L. The term "Oil and Gas I[nterests" or "Interests" shall mean unleased fee and mineral interests in Oil and Gas in tracts
of land lying within the Contract Area which are owned by parties to this agreement.

M. The terms "Oil and Gas Lease," "Lease" and "Leaschold” shall mean the oil and gas leases or interests therein
covering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

N. The term "Plug Back" shall mean a single operation whereby a deeper Zone is abandoned in order to attempt a
Completion in a shallower Zone.

O. The term "Recompletion” or "Recomplete” shall mean an operation whereby a Completion in one Zone is abandoned
in order to attempt a Completion in a different Zone within the existing wellbore.

P. The term "Rework" shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, or improve production in a Zone which is currently open to production in the wellbore. Such operations include, but
are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, Recompleting, or Plugging Back of a well.

Q. The term "Sidetrack" shall mean the directional control and intentional deviation of a well from vertical so as to
change the bottom hole location unless done to straighten the hole or drill around junk in the hole to overcome other
mechanical difficulties.

R. The term "Zone" shall mean a stratum of earth containing or thought to contain a common accumulation of Qil and
Gas separately producible from any other common accumulation of Oil and Gas.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person" includes
natural and artificial persons, the plural includes the singular, and any gender inctudes the masculine, feminine, and neuter.

ARTICLE 11

EXHIBITS
The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
X A. Exhibit "A," shall include the following information:

(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,
(4) Percentages or fractional interests of parties to this agreement,
(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement,
(6) Burdens on production.

>
3

C. Exhibit "C." Accounting Procedure.

D. Exhibit "D," Insurance.

E. Exhibit "E," Gas Balancing Agreement.

F. Exhibit "F," Non-Discrimination and Certification ot Non-Segregated Facilities.

TR eR
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If any provision of any exhibit, except Exhibits "E," "F" and "G, is inconsistent with any provision contained in

the body of this agreement, the provisions in the body of this agreement shall prevail.
ARTICLE IIL
INTERESTS OF PARTIES

A. Oil and Gas Interests:

If any party owns an Oil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this

. a .. mutually agreed to by the parties .

agreement and during the term hereof as if it were covered by / the form of Oil an(il as Lease / aﬁae%ed—here&e—a»s—EadubﬁiB,—"
and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder.
B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their
interests are set forth in Exhibit "A." In the same manner, the parties shall also own all production of Oil and Gas from the
Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Contract Area up to, but not in excess of|
the burdens set out in Exhibit “A” and shall indemnify, defend and hold the other parties free from any liability therefor.

Nothing contained in this Article [ILB. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in
said Leaseholds shall be deemed separate leasehold interests for the purposes of this agreement.

C. Subsequently Created Interests:

If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security
for the payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production
payment, net profits interest, assignment of production or other burden payable out of production attributable to its working
interest hereunder, such burden shall be deemed a "Subsequently Created Interest."  Further, if any party has contributed
hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden
payable out of production created prior to the date of this agreement, and such burden is not shown on Exhibit "A," such
burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article I11.B. above.

The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Party") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other
parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses
chargeable hereunder, all provisions of Article VILB. shall be enforceable against the Subsequently Created Interest in the
same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agreement to assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the
production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
partics, from any and ail claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV,
TITLES
A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and,
if a majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working
interest, minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing
Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shall furnish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession free of
charge.  All such information not in the possession of or made available to Operator by the parties, but necessary for the
examination of the title, shafl be obtained by Operator. Operator shall cause title to be examined by attorneys on its staff or
by outside attorneys. Copies of all title opinions shall be furnished to each Drilling Pua[l){oyl'l/requceggts incurred by Operator in

. curative materials. fee&)and expenses paid to landmen, . ) e .
procuring abstracts, / tees paid outside attorneys for tnﬁe examination (including preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling
Parties in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such
interests appear in Exhibit "A." Operator shall make no charge for services rendered by its staff attorneys or other personnel
in the performance of the above functions. -

Operator . diligently | . . . .

Each—party / s%alr be responsible for g’ securing curative matter and pooling amendments or agreements required in
connection with Leases or Oil and Gas Interests contributed by saehe?cpany‘ Operator shall be responsible for the preparation
and recording of pooling designations or declarations and communitization agreements as well as the conduct of hearings
before governmental agencies for the securing of spacing or pooling orders or any other orders necessary or appropriate to
the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf at such hearings.
Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings before governmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct
charges to the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."

-2,
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No well shall be drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been examined as above provided, and (2) the title has been approved by the examining attorney or title has been accepted by
all of the Drilling Parties in such well.

B. Loss or Failure of Title:

3. Other Losses: All losses of Leases or Interests committed to this agreement, other than those set forth in Articles
IV.B.1. and 1V.B.2. above, shall be joint losses and shall be borne by all parties in proportion to their interests shown on
Exhibit "A." This shall include but not be limited to the loss of any Lease or Interest through failure to develop or because
express or implied covenants have not been performed (other than performance which requires only the payment of money),
and the loss of any Lease by expiration at the end of its primary term if it is not renewed or extended. There shall be no
readjustment of interests in the remaining portiop of the Contract Area on account of any joint loss.
of title o any Lease or Interes L )

4. Curm Tntle Ir(l) the event of a7/ e
quen

Lease or Interest / acqmred by any party hereto

¥

O0)—day—p : ide —aH . o a—portion he—intere hat—h ailed
L ties listed on Exhibijt “

or—was—lest / l;lclall o%fered at cost to [he /pggfm&efr:{eéﬂl—hasﬁaﬂed—m—was—lesk and the provisions of Article VIILB.

shall not apply to such acquisition.

-3-
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:

Primero Operating, Inc. shall be the Operator of the Contract Area, and shall conduct
and direct and have full control of all operations on the Contract Area as permitted and required by, and within the limits of

this agreement. In its performance of services hereunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the
Non-Operators with authority to bind them to any obligation or liability assumed or incurred by Operator as to any third
party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike
manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and
regulation, but in no event shall it have any liability as Operator to the other parties for losses sustained or liabilities incurred
except such as may result from gross negligence or willful misconduct.
B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a
successor. Operator may be removed enly for / good cause by the affirmative vote of Non-Operators owning a majority interest
based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of Operator; such vote shall not be
deemed effective until a written notice has been delivered to the Operator by a Non-Operator detailing the alleged defauit and
Operator has failed to cure the default within thirty (30) days from its receipt of the notice or, if the default concerns an
operation then being conducted, within forty-eight (48) hours of its receipt of the notice. :

" n

Subject to Article VILD.1.,
day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator
or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of

such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first

Operator at an earlier date. Operator, afier effective date of resignation or removal, shall be bound by the terms hereof as a
Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single
subsidiary, parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a

successor Operator shall be selected by the parties. The successor Operator shall be selected from the parties owning an
interest in the Contract Area at the time such successor Operator is selected. The successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A";
provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of the party or parties owning a majority
interest based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was
removed or resigned. The former Operator shall promptly deliver to the successor Operator all records and data relating to
the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
account.

3. Effect of Bankruptcy: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have

resigned without any action by Non-Operators, except the selection of a successor. If a petition for relief under the federal
bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all
Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or
assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in
possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators,
except the selection of a successor. During the period of time the operating committee controls operations, all actions shall
require the approval of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A" In
the event there are only two (2) parties to this agreement, during the period of time the operating committee controls
operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be selected as a
member of the operating committee, and all actions shall require the approval of two (2) members of the operating
committee without regard for their interest in the Contract Area based on Exhibit "A."

C. Employees and Contractors:

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

D. Rights and Duties of Operator:

1. Competitive Rates and Use of Affiliates: All wells drilled on the Contract Area shall be drilled on a competitive
contract basis at the usual rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the arca and the rate of such charges
shall be agreed upon by the parties in writing before drilling operations are commenced, and such work shall be performed by
Operator under the same terms and conditions as are customary and usual in the area in contracts of independent contractors
who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties of Operator
shall be performed or supplied at competitive rates, pursuant to written agreement, and in accordance with customs and
standards prevailing in the industry.

2. Discharge of Joint Account Obligations: Except as herein otherwise specifically provided, Operator shall promptly pay

and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C."
Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and charges and credits
made and received.

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts
of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in
respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from

-4-
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or
materials supplied.

4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator. either for the conduct of operations hereunder or as a result of the sale of production from the
Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator
and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
parties otherwise specifically agree.

5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator
or its duly authorized representative, at the Non-Operator's sole risk and cost, full and free access at all reasonable times to

all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
operations conducted thereon or production therefrom, including Operator's books and records relating thereto. Such access
rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
Operator to furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such
interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copies of any
and all reports and information obtained by Operator in connection with production and related items. including. without
limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the
information.  Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6. Filing and Fumishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to
each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications

required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder.
Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder. including but not
limited to the Initial Well:

(a) Operator will promptly advise Non-Operators of the date on which the well is spudded. or the date on which
drilling operations are commenced.

(b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well
as the Non-Operators shall reasonably request, including, but not limited to, daily drilling reports, completion reports. and well logs.

(c) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing
Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted
hereunder.

8. Cost Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs
incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement.
Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith.

9. Insurance: At all times while operations are conducted hereunder, Operator shall comply with the workers
compensation law of the state where the operations are being conducted; provided, however, that Operator may be a self-
insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
be as provided in Exhibit "C." Operator shall also carry or provide insurance for the benefit of the joint account of the parties
as outlined in Exhibit "D" attached hereto and made a part hereof. Operator shall require all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducted
and to maintain such other insurance as Operator may require.

In the event automobile liability insurance is specified in said Exhibit "D." or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive
equipment.

ARTICLE VL
DRILLING AND DEVELOPMENT
A. Initial Well:

The Initial Well herein shall be the Initial Test Well as provided for in the Cat Head Mesa Unit Agreement No. NMNM106852X,
dated effective November 1, 2001, to which this Agreement is attached.

B. Subsequent Operations:

1. Proposed Operations: If any party hereto should desire to drill any well on the Contract Area other than the Initial Well, or
if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of
producing in paying quantities in which such party has not otherwise relinquished its interest in the proposed objective Zone under
this agreement, the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written

notice of the proposed operation to the partiecs who have not otherwise relinquished their interest in such objective Zone
-5-
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, netice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-
. . tw%nty- our (24) hours, incjusive . Lo livered to repl
eight(48) hours—exelusive / of Saturday, Sunday and legal holidays. Failure of a party to whom such notice is de! d ply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation.
Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered to all parties
within the time and in the manner provided in Article VI.B.6.

If all parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be
contractually committed to participate therein provided such operations are commenced within the time period hereafter set
forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as
promptly as practicable after the expiration 3‘?°1'ﬁ?'f° ri23) hour period when a drilling rig is on location, as the case
may be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon written notice of same
by Operator to the other parties, for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such
additional time is reasonably necessary to obtain permits from governmental authorities, surface rights (including rights-of-
way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or
acceptance. If the actual operation has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct
said operation, written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Parties in accordance with Article V1.B.4. in the event of a Deepening operation and in accordance
with Article VLB.5. in the event of a Sidetracking operation.

2. Operations by Less Than All Parties:

(a) Determination of Participation. If any party to whom such notice is delivered as provided in Article VI.B.1. or
VI.C.1. (Option No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this
Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (90) days after the expiration of the notice period of thirty (30) days (or as promptly as practicable after the
expiration of the / Y iopr 24 hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting
Parties, provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Parties shall either: (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties, or (ii) designate one of the Consenting Parties as Operator to perform such work. The
rights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article V1.B.2., shall comply with all terms and conditions of this
agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the
applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its
recommendg?l?tygéoﬁg wzvhether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party,
within / fen-)heighe—éﬁs ours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
proposing party of its desire to (i) limit participation to such party's interest as shown on Exhibit "A" or (ii) carry only its
proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Parties in
the Contract Area) of Non-Consenting Parties’ interests, or (iii) carry its proportionate part (determined as provided in (ii)) of
Non-Consenting Parties' interests together with all or a portion of its proportionate part of any Non-Consenting Parties'
interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Parties that is not carried by a
Consenting Party shall be deemed to be carried by the party proposing the operation if such party does not withdraw its
proposal. Failure to advise the proposing party within the time required shall be deemed an election under (i). In the event a
drilling rig twisen(t);r]-fg)lfraﬂfgj notice may be given by telephone, and the time permitted for such a response shall not exceed a
total of / feﬂ-y—eight—é& hours (exclusive of Saturday, Sunday and legal holidays). The proposing party, at its election, may
withdraw such proposal if there is less than 100% participation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties
of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VL.B.1., subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be
borne by the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding
paragraph. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operation results
in a dry hole, then subject to Articles VI.B.6. and VLE.3., the Consenting Parties shall plug and abandon the well and restore
the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Parties that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantities, the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk, and the
well shall then be turned over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the
expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworking,
Sidetracking, Recompleting, Deepening or Plugging Back of any such well by Consenting Parties in accordance with the
provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, and the
Consenting Parties shall own and be entitied to receive, in proportion to their respective interests, all of such Non-
Consenting Party's interest in the well and share of production therefrom or, in the case of a Reworking, Sidetracking,
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VL.C.1. Option No. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not clect
to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and excise taxes,
royalty, overriding royalty and other interests not excepted by Article II.C. payable out of or measured by the production
from such well accruing with respect to such interest until it reverts), shall equal the total of the following:

(i) __500 % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and
piping), plus 100% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first
production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other
provisions of this Article, it being agreed that each Non-Consenting Party's share of such costs and equipment will be that
interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning
of the operations; and

(ii)_500 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIILC,
and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections),
which would have been chargeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything to the contrary in this Article VL.B., if the well does not reach the deepest objective Zone
described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable
substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each
Non-Consenting Party who submitted or voted for an alternative proposal under Article VIB.6. to drill the well to a
shallower Zone than the deepest objective Zone proposed in the notice under which the well was drilled, and each such Non-
Consenting Party shall have the option to participate in the initial proposed Completion of the well by paying its share of the
cost of drilling the well to its actual depth, calculated in the manner provided in Article VLB.4. (a). If any such Non-
Consenting Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions
of this Article VI.B.2. (b) shall apply to such party's interest.

(c) Reworking, Recompleting or Plugging Back. An election not to participate in the drilling, Sidetracking or
Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in
such a well, or portion thereof, to which the initial non-consent election a(p)?lsicdhthe(iit tis cl?inductcg at apy time prior to full
recovery by the Consenting Parties of the Non-Consenting Party's recoupmelf‘lf gxlngu;atl.c/ "8 OSrim‘;leal}le;jmgn election not to
participate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking
operation proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at
any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount. Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the
cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties 500 % of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to
such Non-Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is
proposed during such recoupment period, the provisions of this Article VL.B. shall be applicable as between said Consenting
Parties in said well.

(d) Recoupment Matters. During the period of time Consenting Parties are entitled to receive Non-Consenting Party's
share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem,
production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepted by Article I11.C. ‘

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting
Parties shall be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged; and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each
party receiving its proportionate part in kind or in value, less cost of salvage.

Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations
for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to
the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; or, at its option, the operating party, in lieu of an itemized statement
of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time the
Consenting Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of
the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from
the sale of the well's working interest production during the preceding month. In determining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or
periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with
any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited
against the total unreturned costs of the work done and of the equipment purchased in determining when the interest of such
Non-Consenting Party shall revert to it as above provided; and if there is a credit balance, it shall be paid to such Non-
Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided
for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 am. on the day
following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall
own the same interest in such well, the material and equipment in or pertaining thereto, and the production therefrom as
such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking, Reworking,
Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Party shall be charged with and
shall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this
agreement and Exhibit "C" attached hereto.

3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have
been completed and the results thereof furnished to the parties, or when operations on the well have been otherwise
terminated pursuant to Article VLF., stand-by costs incurred pending response to a party's notice proposing a Reworking,
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Article VIB.6. to resolve competing proposals) shall be charged and bormne as part of the drilling or Deepening
operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted,
whichever first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms
of the second grammatical paragraph of Article VI.B.2. (a), shall be charged to and borne as part of the proposed operation,
but if the proposal is subsequently withdrawn because of insufficient participation, such stand-by costs shall be allocated
between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bears to the total
interest as shown on Exhibit "A" of all Consenting Parties.

In the event that notice for a Sidetracking operation is given while the drilling rig to be utilized is on location, any party
may request and receive up to five (5) additional days after expiration of the forty-eight hour response period specified in
Article VLB.1. within which to respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may require such party to pay the estimated stand-by time in advance as a condition to extending
the response period. If more than one party elects to take such additional time to respond to the notice, standby costs shall be
allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each electing party's
interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties.

4. Deepening: If less than all parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed
pursuant to Article VLB.1., the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Article
VIL.B.2. shall relate only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone
of which the parties were given notice under Article VI.B.1. ("Initial Objective"). Such well shall not be Deepened beyond the
Initial Objective without first complying with this Article to afford the Non-Consenting Parties the opportunity to participate
in the Deepening operation.

In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective,
such party shall give notice thereof, complying with the requirements of Article VIB.1., to all parties (including Non-
Consenting Parties). Thereupon, Articles VL.B.1. and 2. shall apply and all parties receiving such notice shall have the right to
participate or not participate in the Deepening of such well pursuant to said Articles VI.B.1. and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Consenting Party elects to participate in the Deepening operation,
such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities, such Non-Consenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of costs
and expenses incurred in connection with the drilling of said well from the surface to the Initial Objective which Non-
Consenting Party would have paid had such Non-Consenting Party agreed to participate therein, plus the Non-Consenting
Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this Agreement; provided, however, all costs for testing and Completion or attempted Completion of the well
incurred by Consenting Parties prior to the point of actual operations to Deepen beyond the Initial Objective shall be for the
sole account of Consenting Parties.

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing
in paying quantities, but is no longer capable of producing in paying quantities, such Non-Consenting Party shall pay (or
reimburse Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Completing, and
equipping said well from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above, less
those costs recouped by the Consenting Parties from the sale of production from the well. The Non-Consenting Party shall
also pay its proportionate share of all costs of re-entering said well. The Non-Consenting Parties' proportionate part (based
on the percentage of such well Non-Consenting Party would have owned had it previously participated in such Non-Consent
Well) of the costs of salvable materials and equipment remaining in the hole and salvable surface equipment used in
connection with such well shall be determined in accordance with Exhibit "C." If the Consenting Parties have recouped the
cost of drilling, Completing, and equipping the well at the time such Deepening operation is conducted, then a Non-
Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to re-entering the
well for Deepening

The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non-Consent Well prior
to the drilling of such well to its Initial Objective without the consent of the other Consenting Parties as provided in Article
VIF.

5. Sidetracking: Any party having the right to participate in a proposed Sidetracking operation that does not own an
interest in the affected wellbore at the time of the notice shall, upon electing to participate, tender to the wellbore owners its
proportionate share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing wellbore
to be utilized as follows:

(a) If the proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs
incurred in the initial drilling of the well down to the depth at which the Sidetracking operation is initiated.

(b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such party's proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth
at which the Sidetracking operation is conducted, calculated in the manner described in Article VI.B.4(b) above. Such party's
proportionate share of the cost of the well's salvable materials and equipment down to the depth at which the Sidetracking
operation is initiated shall be determined in accordance with the provisions of Exhibit "C."

6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, if any party desires to
propose the conduct of an operation that conflicts with a proposal that has been made by a party under this Article VI, such
party shall have fifteen (15) days from delivery of the initial proposal, in the case of a proposal to drill a well or to perform
an operation on a well where no drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such operation is to be
conducted, to deliver to all parties entitled to participate in the proposed operation such party's alternative proposal, such
alternate proposal to contain the same information required to be included in the initial proposal. Each party receiving such
proposals shall elect by delivery of notice to Operator within five (5) days after expiration of the proposal period, or within
twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that is the
subject of the proposals, to participate in one of the competing proposals. Any party not electing within the time required
shall be deemed not to have voted. The proposal receiving the vote of parties owning the largest aggregate percentage
interest of the parties voting shall have priority over all other competing proposals; in the case of a tie vote, the
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initial proposal shall prevail. Operator shall deliver notice of such result to all parties entitled to participate in the operation
within five (5) days after expiration of the election period (or within twenty-four (24) hours, exclusive of Saturday, Sunday
and legal holidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on location) from receipt of such notice to elect by delivery of notice to Operator to participate in such operation or to
relinquish interest in the affected well pursuant to the provisions of Article VI.B.2.; failure by a party to deliver notice within
such period shall be deemed an election not to participate in the prevailing proposat.

7. Conformity to Spacing Pattern. Notwithstanding the provisions of this Article VI.B.2., it is agreed that no wells shall be
proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract
Area is producing, unless such well conforms to the then-existing well spacing pattern for such Zone.

8. Paying Wells. No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantities except
with the consent of all parties that have not relinquished interests in the well at the time of such operation.

C. Completion of Wells; Reworking and Plugging Back:

1. Completion; Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well
drilled, Deepened or Sidetracked pursuant to the provisions of Article VL.B.2. of this agreement. Consent to the drilling,
Deepening or Sidetracking shall include:

B !==- PNO: T A RECESSH e ="=-’ s o deiting—Deepen in

M Option No. 2. All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When
such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the results
thereof furnished to the parties, Operator shall give immediate notice to the Non-Operators having the right to
participate in a Completion attempt whether or not Operator recommends attempting to Complete the well,
together with Operator's AFE for Completion costs if not previously provided. The parties receiving such notice
shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of
notice to Operator to participate in a recommended Completion attempt or to make a Completion proposal with an
accompanying AFE.  Operator shall deliver any such Completion proposal, or any Completion proposal conflicting
with Operator's proposal, to the other parties entitled to participate in such Completion in accordance with the
procedures specified in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all
necessary expenditures for the Completing and equipping of such well, including necessary tankage and/or surface
facilities but excluding any stimulation operation not contained on the Completion AFE. Failure of any party
receiving such notice to reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the Completion attempt; provided, that Article V1.B.6. shall control in the case of
conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a Completion, the
provision of Article VLB.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging
Back" as contained in Article VIB.2. shall be deemed to include "Completing”) shall apply to the operations
thereafter conducted by less than all parties; provided, however, that Article VI.B.2. shall apply separately to each
separate Completion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting
Party as to one Completion or Recompletion attempt shall not prevent a party from becoming a Consenting Party
in subsequent Completion or Recompletion attempts regardless whether the Consenting Parties as to earlier
Completions or Recompletion have recouped their costs pursuant to Article VIB.2.; provided further, that any
recoupment of costs by a Consenting Party shall be made solely from the production attributable to the Zone in
which the Completion attempt is made. Election by a previous Non-Consenting party to participate in a subsequent
Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt,
insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a
Completion attempt.

2. Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Article VL.B.2. of this agreement. Consent to the Reworking,
Recompleting or Plugging Back of a well shall include all necessary expenditures in conducting such operations and
Completing and equipping of  said well, including necessary tankage and/or surface facilities.

D. Other Operations:

Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of _Twenty-Five
Thousand and No/160 Doltars ($_25,000.00 ) except in connection with the
drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that has been previously
authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the
emergency to the other parties. 1f Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so
requesting an information copy thereof for any single project costing in excess of _Fifteen Thousand and No/100 Dollars
($__15,000.00 ). Any party who has not relinquished its interest in a well shall have the right to propose that
Operator perform repair work or undertake the installation of artificial lift equipment or ancilfary production facilities such as
salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but
not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall
be poverned by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the
amount first set forth above in this Article VI.D. (except in connection with an operation required to be proposed under
Articles VIB.I. or VL.C.1. Option No. 2, which shall be governed exclusively be those Articles). Operator shall deliver such
proposal to all parties entitled to participate therein. If within thirty (30) days thercof Operator secures the written consent
of any party or parties owning at least 66.67 % of the interests of the parties entitled to participate in such operation,
each party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay its proportionate share of the costs of the proposed project as if it had consented to such project pursuant to the terms

of the proposal.
E. Abandonment of Wells:
1. Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant to Article VIB.2., any well which has

been drilled or Deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be
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plugged and abandoned without the consent of all parties. Should Operator, after diligent effort, be unable to contact any
party, or should any party fail to reply within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after
delivery of notice of the proposal to plug and abandon such well, such party shall be deemed to have consented to the
proposed abandonment. All such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, risk and expense of the parties who participated in the cost of drillitrbgv; O{yggﬁee(nzig)g such well. Any party who objects to
plugging and abandoning such well by notice delivered to Operator within/ forty-eight—48) hours (exclusive of Saturday,
Sunday and legaltwléc')llidaf/s) atzisr delivery of notice of the proposed plugging shall take over the well as of the end of such
forty-eight—(48) / houtly_n%ltlil;e period and conduct further operations in search of Oil and/or Gas subject to the provisions of
Article VLB.; failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct
such operations or to take over the well within such period or thereafter to conduct operations on such well or plug and
abandon such well shall entitle Operator to retain or take possession of the well and plug and abandon the well. The party
taking over the well shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and
restoring the surface, for which the abandoning parties shall remain proportionately liable.

2. Abandonment of Wells That Have Produced: Except for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has
been completed as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to
such abandonment, the well shall be plugged and abandoned in accordance with applicable regulations and at the cost, risk
and expense of all the parties hereto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed
abandonment shall be deemed an election to consent to the proposal. If, within sixty (60) days after delivery of notice of the
proposed abandonment of any well, all parties do not agree to the abandonment of such well, those wishing to continue its
operation from the Zone then open to production shall be obligated to take over the well as of the expiration of the
applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties
against liability for any further operations on the well conducted by such parties. Failure of such party or parties to provide
proof reasonably satisfactory to Operator of their financial capability to conduct such operations or to take over the well
within the required period or thereafter to conduct operations on such well shall entitle operator to retain or take possession
of such well and plug and abandon the well.

Parties taking over a well as provided herein shall tender to each of the other parties its proportionate share of the value of
the well's salvable material and equipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, that in the event
the estimated plugging and abandoning and surface restoration costs and the estimated cost of salvaging are higher than the
value of the well's salvable material and equipment, each of the abandoning parties shall tender to the parties continuing
operations their proportionate shares of the estimated excess cost. Each abandoning party shall assign to the non-abandoning
parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all
of its interest in the wellbore of the well and related equipment, together with its interest in the Leasehold insofar and only
insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. If the
interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver to the non-
abandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production, for a term of
one (1) year and so long thereafter as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on /athe form
attached—asExhibit "B" /m q[(}l]lg l!i’gs}}g;fﬁgn%g g¥ fgffsgsa l;.t(:efimited shall encompass the Drilling Unit upon which the well is located.
The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon the relationship of their
respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract
Area of all assignees. There shall be no readjustment of interests in the remaining portions of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production
from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. Upon
request, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and
charges contemplated by this agreement, plus any additional cost and charges which may arise as the result of the separate
ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned or leased, the assignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in
further operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.1. or VLE.2. above shall be applicable as
between Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided,
however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further
operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well
in accordance with the provisions of this Article VLE.; and provided further, that Non-Consenting Parties who own an interest
in a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as
provided in Article VI.B.2.(b).

F. Termination of Operations:

Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without
consent of parties bearing 100 % of the costs of such operation; provided, however, that in the event granite or other
practically impenetrable substance or condition in the hole is encountered which renders further operations impractical,
Operator may discontinue operations and give notice of such condition in the manner provided in Article VIB.1, and the
provisions of Article VI.B. or VLE. shall thereafter apply to such operation, as appropriate.

G. Taking Production in Kind:

M Option No. 1: Gas Balancing Agreement Attached

Each party shall take in kind or separately dispose of its proportionate share of all Oil and Gas produced from the

Contract Area, exclusive of production which may be used in development and producing operations and in preparing and
treating Oil and Gas for marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking
in kind or separate disposition by any party of its proportionate share of the production shall be borne by such party. Any
party taking its share of production in kind shall be required to pay for only its proportionate share of such part of
Operator's surface facilities which it uses.

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

production from the Contract Area, and, except as provided in Article VILB., shall be entitled to receive payment
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directly from the purchaser thereof for its share of all production.

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate
share of the Oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by
the party owning it, but not the obligation, to purchase such Oil or sell it to others at any time and from time to
time, for the account of the non-taking party. Any such purchase or sale by Operator may be terminated by
Operator upon at least ten (10) days written notice to the owner of said production and shall be subject always to
the right of the owner of the production upon at least ten (10) days written notice to Operator to exercise at any
time its right to take in kind, or separately dispose of, its share of all Oil not previously delivered to a purchaser.
Any purchase or sale by Operator of any other party's share of Oil shall be only for such reasonable periods of time
as are consistent with the minimum needs of the industry under the particular circumstances, -but in no event for a
period in excess of one (1) year.

Any such sale by Operator shall be in a manner commercially reasonable under the circumstances but Operator
shall have no duty to share any existing market or to obtain a price equal to that received under any existing
market. The sale or delivery by Operator of a non-taking party's share of Oil under the terms of any existing
contract of Operator shall not give the non-taking party any interest in or make the non-taking party a party to said
contract. No purchase shall be made by Operator without first giving the non-taking party at least ten (10) days
written notice of such intended purchase and the price to be paid or the pricing basis to be used.

All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following
month, excluding price, and shall notify Operator immediately in the event of a change in such arrangements.
Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which
records shall be made available to Non-Operators upon reasonable request.

In the event one or more parties' separate disposition of its share of the Gas causes split-stream deliveries to separate
pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion-
ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with
any Gas balancing agreement between the parties hereto, whether such an agreement is attached as Exhibit "E" or is a

separate agreement. Operator shall give notice to all parties of the first sales of Gas from any well under this agreement.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES
A. Liability of Parties:

The tiability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations,
and shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the
liens granted among the parties in Article VILB. are given to secure only the debts of cach severally, and no party shall have
any liability to third parties hereunder to satisfy the default of any other party in the payment of any expense or obligation
hereunder. It is not the intention of the parties to create, nor shall this agreement be construed as creating, a mining or other
partnership, joint venture, agency relationship or association, or to render the parties liable as partners, co-venturers, or
principals. In their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have
established a confidential relationship but rather shall be free to act on an arm's-length basis in accordance with their own
respective self-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with each other
with respect to activities hereunder.
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B. Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafier acquires in Oil and Gas
Leases and Oil and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any
interest it now owns or hereafter acquires in the personal property and fixtures on or used or obtained for use in connection
therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense,
interest and fees, the proper disbursement of all monies paid hereunder, the assignment or relinquishment of interest in Oil
and Gas Leases as required hereunder, and the proper performance of operations hereunder. Such lien and security interest
granted by each party hereto shall include such party's leasehold interests, working interests, operating rights, and royalty and
overriding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or unitized therewith or
otherwise becoming subject to this agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead),
contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the
foregoing.

To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitted by any party hereto in conjunction herewith or at any time
following execution hereof, and Operator is authorized to file this agreement or the recording supplement executed herewith as
a lien or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state in which the Contract Area is situated and such other states as Operator shall deem appropriate
to perfect the security interest granted hereunder. Any party may file this agreement, the recording supplement executed
herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to
the other parties shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security
interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or
under such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement,
whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subject
to the lien and security interest granted by this Article VIL.B. as to all obligations attributable to such interest hereunder
whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have a security interest under the Uniform Commercial Code of the state in which the
Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the secured indebtedness shall not be deemed an
election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof In
addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect
from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed by
such party, plus interest as provided in "Exhibit C.," has been received, and shall have the right to offset the amount
owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All purchasers of production
may rely on a notification of default from the non-defaulting party or parties stating the amount due as a result of the
default, and all partiecs waive any recourse available against purchasers for releasing production proceeds as provided in
this paragraph. . - sixty (60) N

If any party fails to pay its share of cost within 7 eae-hundred—twenty (420} days after rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the
proportion that the interest of each such party bears to the interest of all such parties. The amount paid by each party so
paying its share of the unpaid amount shall be secured by the liens and security rights described in Article VILB., and each

paying Eaﬂy may independently pursue any remedy available hereunder or otherwise. (* see Article XVI. A. for continuation of this
paragrap

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure
or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governing law, the defaulting
party waives any available right of redemption from and after the date of judgment, any required valuation or appraisement
of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaling of assets
and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party
hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party agrees that the other parties shall be entitled to utilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contract Area is situated to enforce the obligations of each party hercunder. Without limiting
the generality of the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics' or materialmen's lien law of the state in which the Contract Area is situated in order to secure the
payment to Operator of any sum due hereunder for services performed or materials supplied by Operator.
C. Advances:

Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other
partics payment in advance of their respective shares of the estimated amount of the expense to be incurred in operations
hereunder during the next succeeding month, which right may be exercised only by submission to each such party of an
itemized statement of such estimated expense, together with an invoice for its share thereof Each such statement and invoice
for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month.
Each party shall pay to Operator its proportionate share of such estimate within fifteen (15) days after such estimate and
invoice is received. If any party fails to pay its share of said estimate within said time, the amount due shall bear interest as
provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and actual expense to the end
that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Defaults and Remedies:

If any party fails to discharge any financial obligation under this agreement, including without limitation the failure to
make any advance under the preceding Article VII.C. or any other provision of this agreement, within the period required for
such payment hereunder, then in addition to the remedies provided in Article VILB. or elsewhere in this agreement, the

remedies specified below shall be applicable. For purposes of this Article VILD., all notices and elections shall be delivered
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only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator,
and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator.
Election of any one or more of the following remedies shali not preclude the subsequent use of any other remedy specified
below or otherwise available to a non-defaulting party.

1. Suspension of Rights: Any party may deliver to the party in default a Notice of Default, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure to take such action will result in the exercise of one
or more of the remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of such
Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the
default is cured, without prejudice to the right of the non-defaulting party or parties to continue to enforce the obligations of
the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the party in default, the
Non-Operators shall have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Area
after excluding the voting interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting
party that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right
to receive information as to any operation conducted hereunder during the period of such default, the right to elect to
participate in an operation proposed under Article VI.B. of this agreement, the right to participate in an operation being
conducted under this agreement even if the party has previously elected to participate in such operation, and the right to
receive proceeds of production from any well subject to this agreement.

2. Suit _for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (at joint
account expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default
until the date of collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from
suing any defaulting party to collect consequential damages accruing to such party as a result of the default.

3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is to be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting
party will be conclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with
respect thereto under Article VIB. or VIC., as the case may be, to the extent of the costs unpaid by such party,
notwithstanding any election to participate theretofore made. If election is made to proceed under this provision, then the
non-defaulting parties may not elect to sue for the unpaid amount pursuant to Article VILD.2.

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit "C," provided, however, such
payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the non-
defaulting parties as a result of the default. Any interest relinquished pursuant to this Article VIL.D.3. shall be offered to the
non-defaulting parties in proportion to their interests, and the non-defaulting parties electing to participate in the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein.

4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators if Operator is the defaulting party, may thereafter require advance payment from the defaulting
party of such defaulting party's anticipated share of any item of expense for which Operator, or Non-Operators, as the case may
be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but is not limited to, the right to require advance payment for the estimated costs of
drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the
defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided
in the Article VILD. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

5. Costs and Attomeys' Fees: In the event any party is required to bring legal proceedings to enforce any financial

obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a reasonable attorney's fee, which the lien provided for herein shall also secure.
E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid
perator and blle% o the par?s according t(}), their interest lis¥ed on quhibi,t “A”, Y p.

make—said—payments—forand—on—behalf—of-all such—parties: Any party may request, and shall be entitled to receive, proper

evidence of all such payments. In the event of failure to make proper payment of any rental, shut-in well payment or

minimum royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which
results from such non-payment shall be borne in accordance with the provisions of Article IV.B.2.

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to
production of a producing well, at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such
action, or at the earliest opportunity permitted by circumstances, but assumes no liability for failure to do so. In the event of
failure by Operator to so notify Non-Operators, ‘the loss of any lease contributed hereto by Non-Operators for failure to make
timely payments of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
IV.B.3. (Also see Article XVLS. for additional provisions)

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed
thereon before they become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as
to burdens (to include, but not be limited to, royalties, overriding royalties and production payments) on Leases and Qil and
Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being
subject to outstanding excess royalties, overriding royalties or production payments, the reduction in ad valorem taxes
resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based in whole or in part
upon separate valuations of each party's working interest, then notwithstanding anything to the contrary herein, charges to
the joint account shall be made and paid by the parties hereto in accordance with the tax value generated by each party's
working interest.  Operator shall bill the other parties for their proportionate shares of all tax payments in the manner
provided in Exhibit "C."

-13-



[FC NI N U ORI N

(=)

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final
determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes
and any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit "C."

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect
to the production or handling of such party's share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIH.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any Lease or in any portion thereof, such party shall give written
notice of the proposed surrender to all parties, and the parties to whom such notice is delivered shall have thirty (30) days after
delivery of the notice within which to notify the party proposing the surrender whether they elect to consent thereto. Failure of a
party to whom such notice i1s delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases
described in the notice. If all parties do not agree or consent thereto, the party desiring to surrender shall assign, without express or
implied warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be
located thereon and any rights in production thereafter secured, to the parties not consenting to such surrender. If the interest of the
assigning party is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or parties not
consenting to such surrender an oil and gas lease covering such Oil and (f‘ras lnterest"for a te‘xintl (l))f olrllc (1) year and so long
thereafter as Oil and/or Gas is produced from the land covered thereby, such lea%léﬂomﬁlct%% y&ger—gFmgaagetlae%Plgrgg—as—E*hma—B—
Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, but not theretofore
accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party
shall have no further interest in the assigned or leased premises and its equipment and production other than the royalties retained
in any lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor the
reasonable salvage value of the latter's interest in any well's salvable materials and equipment attributable to the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C," less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If such value is less
than such costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit. If the
assignment or lease is in favor of more than one party, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such parties. If the interest of the parties to whom the assignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this
agreement but shall be deemed subject to an Operating Agreement in the form of this agreement.

B. Renewal or Extension of Leases:

If any party secures a renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties
shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following
delivery of such notice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease
affects lands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost
allocated to that part of such Lease within the Contract Area, which shall be in proportion to the interest held at that time by the
parties in the Contract Area. Each party who participates in the purchase of a renewal or replacement Lease shall be given an
assignment of its proportionate interest therein by the acquiring party.

If some, but less than all, of the parties elect to participate in the purchase of a renewal or replacement Lease, it shall be owned
by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in
the Contract Area to the aggregate of the percentages of participation in the Contract Area of all parties participating in the
purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties hereto
shall not cause a readjustment of the interests of the parties stated in Exhibit "A," but any renewal or replacement Lease in which
fess than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separate Operating
Agreement in the form of this agreement- , but modified to relect only the participating parties as owners thereof.

If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the
existing Lease, shall be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time
the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the
expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provisions of this
agreement.

The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall
be applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom
the contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the
proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the
extent possible, be governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any
acreage or cash contributions it may obtain in support of any well or any other operation on the Contract Area. The above
provisions shall also be applicable to optional rights to earn acreage outside the Contract Area which are in support of well dritled
inside Contract Area.
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If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder,
such consideration shall not be deemed a contribution as contemplated in this Articie VII1.C.
D. Assignment; Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Qil and Gas
Interests, wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other
disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells,
equipment and production unless such disposition covers either:

1. the entire interest of the party in all Oil and Gas Leases, Oil and Gas Interests, wells, equipment and production; or

2. an equal undivided percent of the party's present interest in all Oil and Gas Leases, Oil and Gas Interests, wells,
equipment and production in the Contract Area.

Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Oil and
Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of
the transfer of ownership, provided, however, that the other partics shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy of the
instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other
disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect
to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to an operation
conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lien and security
interest granted by Article VIL.B. shall continue to burden the interest transferred to secure payment of any such obligations.

If, at any time the interest of any party is divided among and owned by / #Qeuf or more co-owners, Operator, at its discretion,
may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures,
receive billings for and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to
bind, the co-owners of such party's interest within the scope of the operations embraced in this agreement; however, all such co-
owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and they shall have the right to receive, separately, payment of the sale

rocgeds thercof, Should a party hereto assign all or a part of its interest hereunder to another party or parties, Assignor shall
gbtain lsrom Assignee(s) a ra‘:iﬁct;tion of this Bperating A%reement. party or p &

E. Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its
undivided interest therein.

B—(Optionak: Check if applicable)

B

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
If, for federal income tax purposes, this agreement and the operations hereunder are regarded as a partnership, and if the

parties have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agreement between them, each
party thereby affected elects to be excluded from the application of all of the provisions of Subchapter "K," Chapter 1, Subtitle
"A," of the Internal Revenue Code of 1986, as amended ("Code"), as permitted and authorized by Section 761 of the Code and
the regulations promulgated thereunder. Operator is authorized and directed to execute on behalf of each party hereby affected
such evidence of this election as may be required by the Secretary of the Treasury of the United States or the Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the data required by
Treasury Regulation §1.761. Should there be any requirement that each party hereby affected give further evidence of this
election, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Internal
Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other action
inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K," Chapter
1, Subtitle "A" of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing election, each

such party states that the income derived by such party from operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS

"Claims and Lawsuits,

See Article XVI
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ARTICLE XL
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other
than the obligation to indemnify or make money payments or furnish security, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the obligations of the
party giving the notice, so far as they are affected by the force majeure, shall be suspended during, but no longer than, the
continuance of the force majeure. The term "force majeure," as here employed, shall mean an act of God, strike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, storm, flood or other act of
nature, explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
claiming suspension.

The affected party shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. The
requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,
lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handied shall
be entirely within the discretion of the party concerned.

ARTICLE XIL
NOTICES

All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise
specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, telex,
telecopier or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A." All telephone or oral notices permitted by this agreement shall be confirmed immediately thereafter by written
notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date
the originating notice is received. "Receipt" for purposes of this agreement with respect to written notice delivered hereunder
shall be actual delivery of the notice to the address of the party to be notified specified in accordance with this agreement, or
to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when
deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex, telecopy
or facsimile, or when personally delivered to the party to be notified, provided, that when response is required within 24 or
48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other
parties. If a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required
to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
be deemed delivered in the same manner provided above for any responsive notice.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject
hereto for the period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title
or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement.

1 Option No. 1: So long as any of the Oil and Gas Leases subject to this agreement remain or are continued in
force as to any part of the Contract Area, whether by production, extension, renewal or otherwise.

= . . . .
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The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any
remedy therefor which has accrued or attached prior to the date of such termination.

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this
Operating Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a
notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon
request of Operator, if Operator has satisfied all its financial obligations.

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders:

This agreement shall be subject to the applicable laws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state,
and local laws, ordinances, rules, regulations and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and
determined by the law of the state in which the Contract Area is located.—}f-the-Centract-Area—is—in—two—or-more-states;
thelawof thestateof ——————————— shall-govers:

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any

rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or
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orders promulgated under such laws in reference to oil, gas and mineral operations, including the location, operation, or
production of wells, on tracts offsetting or adjacent to the Contract Area.

With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages,
injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation
or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission
or predecessor or successor agencies to the extent such interpretation or application was made in good faith and does not
constitute gross negligence.  Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of
production or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such
an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of such
incorrect interpretation or application.

ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been
executed by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of
the parties to which it is tendered or which are listed on Exhibit "A" as owning an interest in the Contract Area or which
own, in fact, an interest in the Contract Area. Operator may, however, by written notice to all Non-Operators who have
become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no
event later than five days prior to the date specified in Article VI.A. for commencement of the Initial Well, terminate this
agreement if Operator in its sole discretion determines that there is insufficient participation to justify commencement of
drilling operations. In the event of such a termination by Operator, all further obligations of the parties hereunder shall cease
as of such termination. I[n the event any Non-Operator has advanced or prepaid any share of drilling or other costs
hereunder, all sums so advanced shall be returned to such Non-Operator without interest. In the event Operator proceeds
with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit "A" as having a
current working interest in such well, Operator shall indemnify Non-Operators with respect to all costs incurred for the
Initial Well which would have been charged to such person under this agreement if such person had executed the same and
Operator shall receive all revenues which would have been received by such person under this agreement if such person had
executed the same.

B. Successors and Assigns:

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,
devisees, legal representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or
Interests included within the Contract Area.

C. Counterparts:

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

D. Severability:

For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws,
this agreement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any party to
this agreement to comply with all of its financial obligations provided herein shall be a material default.

ARTICLE XVI.
OTHER PROVISIONS

See Pages 17 (a), (b) and (c)
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Article XVL.
OTHER PROVISIONS

A. CONTINUATION OF ARTICLE VII.B., PARAGRAPH FIVE

(*) Notwithstanding anything to the contrary, this paragraph shall not apply to any expenditure requiring an
AFE unless Operator “advance bills” all parties participating in said operation in accordance with other
provisions herein. Further, Operator agrees to notify all parties within sixty (60) days should any party fail to
pay said costs as required under the terms of this agreement.

B. ARTICLE X, CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the expenditure does
not exceed Ten Thousand Dollars ($10,000.00) and if the payment is in complete settlement of such claim or
suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take
over the further handling of the claim or suit, unless such authority is delegated to Operator. All costs and
expense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense of the
parties. If a claim is made against any party or if any party is sued on account of any matter arising from
operations hereunder over which such individual has no control because of the rights given Operator by this
Agreement, the party shall immediately notify Operator, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder. All claims arising out of existing or potential environmental injury or
damage, whether asserted by governmental agencies or private parties and including claims for fines, penalties
or remedial action, shall be covered by this Article regardless of whether the damage occwrred or the claim is
asserted after the expiration or termination of this Agreement. All claims or suits involving title to any interest
subject to this Agreement shall be treated as a claim or a suit against all parties hereto.

C. COVENANTS RUN WITH THE LAND

The terms, provisions, covenants and conditions of this Agreement shall be deemed to be covenants running
with the lands, the lease or leases and leasehold estates covered hereby, and all of the terms, provisions,
covenants and conditions of this Agreement shall be binding upon and inure to the benefit of the parties hereto,
their respective heirs, executors, administrators, personal representatives and assigns.

D. LAWS AND REGULATIONS

All of the provisions of this Agreement are expressly subject to all applicable laws, orders, rules and regulations
of any governmental body or agency having jurisdiction in the premises, and all operations contemplated hereby
shall be conducted in conformity therewith. Any provision of this Agreement which is inconsistent with any
such laws, orders, rules or regulations is hereby modified so as to conform therewith, and this Agreement, as so
modified, shall continue in full force and effect.

E. PERPETUITIES

It is not the intent of the parties that any provision herein violate any applicable law regarding the rule against
perpetuities, the suspension of the absolute power of alienation or other rule regarding the vesting or duration of
estates, and this Agreement shall be construed as not violating such rule to the extent the same can be so
construed consistent with the intent of the parties. In the event, however, any provision hereof is determined to
violate such rule, then such provision shall nevertheless be effective for the maximum period (but no longer
than the maximum period) permitted by such rule, which will result in no violation.

F. NO THIRD-PARTY BENEFICIARY CONTRACT

This Agreement is made soles for the benefit of those persons who are parties hereto (including those persons
succeeding to all or part of the interest of an original party if such succession is recognized under the provisions
hereof), an no other person hall have or claim or be entitled to enforce any rights, benefits or obligations under
this Agreement.

G. BANKRUPTCY

If, following the granting of relief of the Bankruptcy Code to any party hereto as debtor thereunder, this
Agreement should be held to be an executory contract within the meaning of 11 U.S.C. 365, then the Operator,
or (if the Operator is the debtor in bankruptcy) any other party, shall be entitled to a determination by debtor or
any trustee for debtor within thirty (30) days from the date an order for relief is entered into the Bankruptcy
Code as to the rejection or assumption of this Operating Agreement. In the event of an assumption, Operator or
said other party shall be entitled to adequate assurances as to future performance of debtor’s obligation
hereunder and the protection of the interest of all other parties.

H. SAVE THE LEASE CLAUSE

Notwithstanding any other provisions herein, if during the term of this Agreement, as well is required to be
drilled, deepened, reworked, plugged back, sidetracked, or recompleted, or any other operation that ma be
required to (i) continue a lease or leases in force and effect, (ii) maintain a unitized area or any portion thereof
in force and effect, or (iii) earn or preserve an interest in and to oil and/or gas and other minerals which may be
owned by a third party or which, failing in such operation, may revert to a third party, or premises, failing in
which certain rights would terminate, the following shall apply. Should less than all of the parties hereto elect
to participate and pay their proportionate part of the costs to be incurred in such operation, those parties desiring
to participate shall have the right to do so at their sole cost, risk and expense.
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Promptly following the conclusion of such operation, each of those parties not participating agree to execute
and deliver an appropriate assignment of the total interest each non-participating party in and to the lease,
leases, or rights which would have terminated or which otherwise may have been preserved by virtue of such
operation and in the drilling unit upon which the well was drilled, excepting, however, wells theretofore
completed and capable of producing in paying quantities. Such assignment shall be delivered to the
participating parties in the proportion that they bore the expense attributable to the non-participating parties
interest. This provision shall apply only during a six (6) month period prior to any required deadline.

I.  PREPAYMENT

Non-Operators agree to prepay within the latter of twenty (20) days prior to the actual spud date or seven (7)
days of receipt of invoice of all costs with respect to the drilling, cleaning out and testing of a well, together
with Non-Operator’s share of any applicable land and prospect related fees. Unless late payment is expressly
approved by Operator, failure to prepay these amounts upon request shall be deemed an election by each such
Non-Operator to not participate in the operations arising under this Agreement.

J.  OPTIONAL WELLS

Any well which is proposed to be drilled at a location which is less than three (3) miles from any well which is
then commercially productive shall be hereinafter referred to as a “Development Well” and any well which is
proposed to be drilled at a location which is (3) miles or more from a well which is them commercially
productive shall be hereinafter referred to as a “Wildcat Well”. If a party elects not to participate in any
Wildcat Well, such party shall forfeit all of its right, title and interest in (i) the entire governmental section in
which such well is to be located, and (ii) the eight (8) offsetting sections to such well, with such forfeiture
subject to the reservation of a two percent (2%) overriding royalty interest, proportionately reduced to the
forfeiting party’s leasehold interest. An offsetting section, for the purposes of this provision, shall be the eight
(8) full governmental sections which are nearest to the governmental quarter section in which such Wildcat
Well is located.

K. PROPOSED OPERATIONS INCLUDE REWORKING AND SIDETRACKING

Notwithstanding anything to the contrary contained herein, the term “proposed operations” shall expressly
include reworking and sidetracking.

L. GATHERING LINE CONSTRUCTION

If any party to this Agreement proposes the purchase or construction and operation of a gathering line for
transporting production from the Contract Area, then such party shall offer each of the other non-proposing
parties to this Agreement the right to participate in the purchase, construction, operation and ownership in the
gathering line, including the right of transporting production from the Contract Area. Should one or more non-
proposing parties elect to participate, then such participating parties shall enter into a mutually acceptable form
of agreement for the construction, acquisition and operation thereof.

M. PRECEDENCE OF OPERATIONS

When any well drilled under the provisions of this Agreement has been drilled to the agreed upon objective, if
the parties participating in the drilling of such well cannot mutuaily agree upon the conduct of further
operations, the operations proposed to be conducted shall be governed by the following sequence of priority:

a) a proposal to do additional logging, coring, or testing; then

b) aproposal to attempt to complete the well in the objective formation; then

c) a proposal to plug the well back and attempt a completion in a formation above the objective formation
in ascending order; then

d) aproposal to deepen the well; then

e) a proposal to sidetrack the well; then

f) aproposal to plug and abandon the well.

If, at the time said participating parties are considering any of the above proposals, the wellbore is in such a
condition that a prudent Operator would not conduct proposal (a) for fear of placing the wellbore in jeopardy or
losing the same prior to an attempt to complete the well in the objective formation, proposal (a) shall not be
given the priority set forth above. If addition coring or testing is conducted, it shall be done at the sole cost, risk
and expense of the parties participating therein, who shall be responsible for any damage to the wellbore
resulting from such logging, coring or testing. The parties not participating in such additional logging, coring or
testing shall not be entitled to logs, information or data resulting therefrom.

N. ADVANCE BILLING

Notwithstanding anything contained herein to the contrary, from time to time, but not more than thirty (30) days
in advance of the proposed cost and expenses, the Operator may invoice all the Consenting Parties for their
share of costs and expenses incurred in any well drilled on the Contract Area or for other costs and expenses
relating to the Contract Area. Operator may invoice all Consenting Parties for their proportionate share of
actual costs already incurred or Operator may submit to all Consenting Parties an itemized invoice for the
proportionate share of the estimated expenditures associated with operations on the Contract Area for the next
thirty (30) day period, or for drilling costs for a well to the point of election to run a production string of casing,
or if after the election to complete the well, the costs to complete the well to the tanks or to plug and abandon.
Within fifteen (15) days of receipt of a properly documented invoice for its proportionate share of such actual
expenditures, each Consenting Party shall pay to Operator the full amount reflected on such invoice.
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0. SEISMIC

In the event any party to this Agreement should desire to acquire seismic, either 2-D or 3-D, on the Contract
Area, the party desiring to acquire said seismic shall give written notice of the proposed seismic to the parties
listed on Exhibit “A” (excluding parties who have relinquished or lost their interest in the area to be shot
pursuant to the provisions of this Agreement), including a plat depicting seismic to be shot, along with the
parameters and estimated cost thereof. The parties to whom such notice is delivered shall have thirty (30) days
after receipt of the notice within which to notify the party proposing to do the work whether they elect to
participate in the cost of the proposed seismic. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the
proposed seismic.

A party who elects not to participate in the cost of the proposed seismic will assign an undivided one-half (1/2)
of their interest listed on Exhibit “A” to the parties who have elected to participate in the proposed seismic in
the entire area shot if the proposed seismic is 3-D seismic. If the proposed seismic is 2-D seismic, a non-
participating party will assign an undivided one-half (1/2) of their interest listed on Exhibit “A” to the parties

who have elected to participate in the proposed seismic in the Prospect(s) as hereinafter defined, identified by
said 2-D seismic.

A Prospect shall be defined as the sections or sections of land within which the parties who participated in said
2-D seismic have identified a specific anomaly or specific structural or stratigraphic trap indicating the potential
accumulation of hydrocarbons which could be produced in paying quantities. In the event the participating
parties cannot agree as to the distinct geographical area covered by a specific anomaly or a specific structural or
stratigraphic trap indicating the potential accumulation of hydrocarbons in paying quantities, then a Prospect
will be defined as nine (9) square miles, being the most contiguous sections, in the form of a square around the
well location for the initial well in said Prospect. In the event a specific anomaly or a specific structural or

stratigraphic trap is found to cover a portion of a section of land then the entire section will be included in the
Prospect.

P. MARKETING OF PRODUCTION

Notwithstanding anything to the contrary contained herein, unless otherwise directed by a Non-Operator,
Operator shall market such Non-Operator’s share of any production from operations upon the Contract Area
under the same terms that Operator is marketing its share of said production. Neither Operator nor any affiliates
of Operator shall charge Non-Operator for this service.

Q. NOTIDUCIARY OBLIGATION

The parties hereto agree that no fiduciary obligation of any kind exists between any of the parties to this
agreement. The parties agree that they are relying on their own expertise and interpretations concerning the
subject matter of this Agreement.

R. PRIOR OPERATING AGREEMENT(S)

The parties hereto agree that this Agreement shall supercede and replace any and all prior operating agreements
covering all or a part of the Contract Area.

S. OIL AND GAS LEASE RENTALS

Operator, or it’s designated agent, shall furnish the Non-Operators in writing, notice of forthcoming lease rental
due dates not less than ninety (90) days prior to due date. Within thirty (30) days following receipt of such
notices, Non-Operators must actually pay their prorata share of the rentals for the leases specified in the notices
or elect not to pay rentals. Failure to respond within the thirty (30) day period of time provided for in notice
shall be deemed to be an election not to pay such rentals. In the event less than all of the Non-Operators elect to
pay the rentals on one or more leases, the Operator shall promptly notify all Non-Operators electing to pay the
rentals and such electing Non-Operators shall participate proportionately in the ownership of the working
interest of such lease or leases and shall pay the additional proportionate share of rentals necessary to maintain
such lease or leases. Each of the Non-Operators electing not to pay their share of rentals on a lease shall
immediately assign their working interest to those parties electing to pay rentals on the lease.

Non-Operators electing not to pay rentals on a lease or leases shall have no right to share in any renewal or
extension of such or leases otherwise governed by Article VIIL.B. of this Agreement.
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IN WITNESS WHEREOF, this agreement shall be effective as of the __ 1" day of __November

2000 .

ATTEST OR WITNESS:

ATTEST:

By

OPERATOR: PRIMERO OPERATING, INC.

- T

J. Phelps White IV

Type or print name

Title _ President

Date November 5, 2001

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

Theresa Pacheco, Secretary

ATTEST:

Weldon G. Spitzer, Assistant Secretary

-18-

By

By

By

MCCABE PETROLEUM CORPORATION

Greg McCabe

Type or print name

Title __ President

Date

Tax ID or S.S. No.

BENSON-MONTIN-GREER
DRILLING CORPORATION

Mike Dimond

Type or print name

Title _Vice-President

Date

Tax ID or S.S. No.

CEJA CORPORATION

Paul G. Rose

Type or print name

Title _Vice-President

Date

Tax ID or S.S. No.




NON-OPERATORS (Cont’d.)

BILL FENN, as his sole and separate property
Date:

ATTEST:

Roseann Sessa. Secretary

ATTEST:

L:nda S. Buckner, Secretary

By

By

By

By

19

JMA OIL PROPERTIES, LTD.

James M. Alexander

Type or print name

Title __President

Date

Tax ID or S.8. No.

MJIR INVESTMENT CORPORATION

John E. Smeltzer II1

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

J Phelps White 1V

Type or print name

Title _ President

Date

Tax ID or S.S. No.

TEJON EXPLORATION COMPANY

Josepth Edwin Canon

Type or print name

Title _ Vice-President

Date




ATTEST: WARREN, INC.

By

Sarah W. Curro, Secretary
John M. Warren

Type or print name

Title _ President

Date

Tax ID or S.S. No.
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STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on _November 5 .2001. by J. Phelps White IV. President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

obn ol

~ Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on . 2001, by Mike Dimond. Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on . 2001. by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, bv BILL FENN.
My Commission Expires:
Notary Public

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on , 2001, by James M. Alexander, President of
JMA QOil Properties. Ltd, a Texas limited partnership.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)
This instrument was acknowledged before me on , 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas corporation.
My Commission Expires:
Notary Public
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STATE OF NEW YORK )

) ss
COUNTY OF NEW YORK )
This instrument was acknowledged before me on , 2001, by John E. Smeltzer, III, Vice-

President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on , 2001, by Sherral Goodwin, Attorney-in-
Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on | 2001, by John M. Warren, President of

WARREN, INC., a New Mexico corporation.
My Commission Expires:

Notary Public
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IN WITNESS WHEREOF, this agreement shall be effective as of the __1* day of __November

2001 .

Articlac
xf

have-been-made-to-theform-
3 I3 ry

ATTEST OR WITNESS:

ATTEST:

OPERATOR: PRIMERO OPERATING, INC.

By

J. Phelps White IV
Type or print name

Title __President

Date

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

MCCABE PETROLEUM CORPORATION

By Dﬁ,\\\L
NP

__Greg McCabe
Type or print name

Title _ President
Date___| [~ (9 O]
TaxIDor $.8.No. 4+ G ~33- |39

BENSON-MONTIN-GREER
DRILLING CORPORATION

By

Theresa Pacheco, Secretary

Mike Dimond

ATTEST:

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

CEJA CORPORATION

By

Weldon G. Spitzer, Assistant Secretary

Paul G. Rose

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.
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STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White IV, President of

FRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond, Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on , 2001, by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by BILL FENN.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on 2001, by James M. Alexander, President of
JMA OQil Properties, Ltd, a Texas limited partnership.
My Commission Expires:
Notary Public

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before me on NQKM{_LQ, 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas corporation.

~\“‘“”"'~ HEATHER D. CHAPPELL
NOTARY PuBLIC
STATE OF TEXAS

Mv LOMM ExP. 04-24-2002

My Commission Expires:

Y,

S

0

Wity
:wé.’
l nu?\\‘

\\‘

)(-
'Imm\\\“

21



12

13

14

15

19

20

21

22

23

24

25

26

27

28

29

30

3t

32

33

34

35

36

37

A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

IN WITNESS WHEREOF, this agreement shall be effective as of the __1 day of _ November

2001 .

ATTEST OR WITNESS:

By

OPERATOR: PRIMERO OPERATING, INC.

J. Phelps White IV
Type or print name

Title __President

Date

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

ATTEST:

Theresa Pacheco, Secretary

ATTEST:

Weldon G. Spitzer, Assistant Secretary

-18-

By

By

By

MCCABE PETROLEUM CORPORATION

Greg McCabe

Type or print name

Title _ President

Date

Tax ID or S.S. No.

BENSON-MONTIN-GREER

DRILL ] G ORPO?ATION
e

Mike Dimond

Type or print name

Title __Vice-President

Date [4/7//0/
Tax ID or S.S. No. ,4§'§7/é77;

CEJA CORPORATION

Paul G. Rose

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.




STATE OF NEW MEXICO )]
) ss

COUNTY OF CHAVES )

This instrument was acknowledged before me on

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

, 2001, by J. Phelps White IV, President of

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on /g /. Zezd , 2001, by Mike Dimond, Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Comumission Expires:

7-24-04

STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )

This instrument was acknowledged before me on

Notary Public

, 2001, by Paul G. Rose, Vice-President of

CEJA CORPORATION, a Oklahoma corporation.

My Commission Expires:
STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )

This instrument was acknowledged before me on

My Commission Expires:

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on
JMA Oil Properties, Ltd, a Texas limited partnership.

My Commission Expires:

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before me on
McCABE PETROLEUM CORPORATION, a Texas corporation.

My Commission Expires:

21

Notary Public

, 2001, by BILL FENN.

Notary Public

, 2001, by James M. Alexander, President of

Notary Public

2001, by Greg McCabe, President of

Notary Public
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A APL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

IN WITNESS WHEREOF, this agreement shall be effective as of the __1* day of _ November

2001 .

Asticles-

ATTEST OR WITNESS: OPERATOR: PRIMERO OPERATING, INC.
By
J. Phelps White IV

Type or print name

Title _ President

Date

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

MCCABE PETROLEUM CORPORATION

By

Greg McCabe
Type or print name

Title _President

Date

Tax ID or S.S. No.

ATTEST: BENSON-MONTIN-GREER
DRILLING CORPORATION

By

Theresa Pacheco, Secretary
Mike Dimond
Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

ATTEST:

Weldon G. Spitzer, Assistantﬁecretary

Paul G. Rose

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

-18-



STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by . Phelps White IV, President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond, Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public

STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )

This instrument was acknowledged before me on 2'):(,1;‘ 2 , 2001, by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.

My Commission Expires: /
Apcasd ot 2007 L A ;f/éu@o@

! _Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by BILL FENN.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by James M. Alexander, President of
JMA Oil Properties, Ltd, a Texas limited partnership.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)
This instrument was acknowledged before me on , 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas corporation.
My Commission Expires:
Notary Public

21



NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

BILL FENN, ss his sole and separate property
Date: "/ S o/ James M. Alexander

4 Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer JII

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

By

J Pheips White 1V

Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY
By
Linda S. Buckner, Secretary
Josepth Edwin Canon
Type or print name

Title __Vice-President

Date




STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White IV, President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond, Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on , 2001, by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on A , 2001, by BILL FENN.
OGFFICIAL SEAL .
MARILYN K. ALLEN )/)’l
2} NOTARY PUBLIC MLQ’W K ade.
As! STATE OF NEW MEXICO Notary Public #
SCom. Expires 24 16,2005
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by James M. Alexander, President of
JMA Qil Properties, Ltd, a Texas limited partnership.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)
This instrument was acknowledged before me on , 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas corporation.
My Commission Expires:
Notary Public

21



NON-OPERATORS (Cont’d.)

BILL FENN, as his sole and separate property
Date:

ATTEST:

Roseann Sessa, Secretary

ATTEST:

Linda S. Buckner, Secretary

JMA OIL PROPERTIES, LTD.

LC o

ARV

James M. Alexander

Type or print name

Title __President

Date H”)/O,

TxDorssNo_ 257D 201 &7

MJR INVESTMENT CORPORATION

By

John E. Smeltzer II1

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

J Phelps White IV

Type or print name

Title _ President

Date

Tax ID or S.S. No.

TEJON EXPLORATION COMPANY

By

Josepth Edwin Canon

Type or print name

Title _Vice-President

Date

19



STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White IV, President of

PRIMERQO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond, Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on , 2001, by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by BILL FENN.
My Commission Expires:
Notary Public

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on ov. 'Ll" , 2001, by James M. Alexander, President of
JMA Qil Properties, Ltd, a Texas limited partnership.
My Commission Expires:

3 DEBBIE J. TAYLOR
2z Notary Public, State of Texas

My Commission Expires
June 19, 2004

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before me on
McCABE PETROLEUM CORPORATION, a Texas corporation.

2001, by Greg McCabe, President of

My Commission Expires:

Notary Public

21



NON-OPERATORS (Cont’d.)

BILL FENN, as his sole and separate property
Date:

seann Sessa, Secretary

ATTEST:

Linda S. Buckner, Secretary

JMA OIL PROPERTIES, LTD.

By

James M. Alexander

Type or print name

Title _ President

Date

Tax ID or S.S. No.

MJR INVESTMENT CORE&ATION

Type or print name

Title _ Vice-President

Date (llv%]O)

TaxIDorS.S.No. |3~ 33032373

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

J Phelps White 1V

Type or print name

Title __President

Date

Tax ID or S.S. No.

TEJON EXPLORATION COMPANY

By

Josepth Edwin Canon

Type or print name

Title _ Vice-President

Date

19



STATE OF NEW YORK )
) ss
COUNTY OF NEW YORK )

Py
This instrument was acknowledged before me onM 2001, by John E. Smelt7er I, Vice-
President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

12/31Jol mg%oiaﬂ £ So_ﬂ_J;(
Notary Byblic

MAFALDA P. RANTZ
Notary Publlc, State of New York
43-3204625

Ouanﬂod In Rich
STATE OF TEXAS ) mend County
) ss Commiasion Explres Dec, 31, 2004

COUNTY OF DALLAS )

This instrument was acknowledged before me on , 2001, by Sherral Goodwin, Attorney-in-
Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.
My Commission Expires:
Notary Public

22



Signature Page to Operating Agreement
for Cat Head Mesa Unit,

Socorro County, New Mexico.,

NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN, as his sole and separate property
Date: James M. Alexander
Type or print name

Title __President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer 111

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

Yy

__Sherral Goodwin
Type or print name

Title __Attorney-in-Fact

Date November 29, 2001

Tax ID or S.S. No. _ 75—2333494

SLASH FOUR ENTERPRISES, INC,

By

J Phelps White IV
Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY

By

Linda S. Buckner, Secretary

Josepth Edwin Canon
Type or print name

Title _ Vice-President

Date

19



STATE OF NEW YORK )
) ss

COUNTY OF NEW YORK )
This instrument was acknowledged before me on , 2001, by John E. Smeltzer. III, Vice-
President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:
Notary Public

STATE OF TEXAS )

) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on / 2@ ‘A’Y\jﬂ/u?ll ; 2001, by Sherral Goodwin, Attorney-in-

Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.
re 0 Ot RGeS SULLIVAN ) .
'S Notary Public, Stute of Texas L’}/L&é/y 2 L

Notary Public

1ssion Expires

@ 03/07/2004

STATE OF NEW MEXICO
) ss

COUNTY OF CHAVES )
. 2001, by J. Phelps White, IV, President of

This instrument was acknowledged before me on
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.

My Commission Expires:
Notary Public

)

STATE QF TEXAS
) ss

COUNTY OF TAYLOR )

This instrument was acknowledged before me on
President of TEJON EXPLORATION COMPANY, a Texas corporation.

, 2001, by Joseph Edwin Canon, Vice-

My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.
My Commission Expires:
Notary Public

22



NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

BILL FENN, as his sole and separate property
Date: James M. Alexander

Type or print name

Title __President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer 111

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLAS B,EgTERPRlSES, INC.
By —

Sy
J lI«h/elps White 1V

Type or print name

Title __ President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY

By

Linda S. Buckner, Secretary
Josepth Edwin Canon

Type or print name

Title _ Vice-President

Date

19



STATE OF NEW YORK )

) ss
COUNTY OF NEW YORK )
This instrument was acknowledged before me on , 2001, by John E. Smeltzer, III. Vice-

President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on , 2001, by Sherral Goodwin. Attorney-in-

Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) sS
COUNTY OF CHAVES )
This instrument was acknowledged before me on ll[ m . 5 , 2001, by J. Phelps White, 1V, President of

SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.

My Commission Expires: (y
| U Moo Saii

S A Notary Public
STATE OF TEXAS )
COUNTY OF TAYLOR ; N
This instrument was acknowledged before meon __~ 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation.,

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on . 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.
My Commission Expires:
Notary Public

22



NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN, as his sole and separate property
Date: James M. Alexander

Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer 111

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

J Phelps White IV

Type or print name

Title __President

Date

Tax ID or S.S. No.

/ 4— TEJODNBXPLORATION COMPANY
. M—‘/ By

Linda S. Buckner, Secretary /
Jos&pth Edwin Canon

Type or print name

Title _Vice-President

Date /ll/ M// o/

19



STATE OF NEW YORK )
) ss
COUNTY OF NEW YORK )

This instrument was acknowledged before me on , 2001, by John E. Smelizer. III. Vice-
President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on , 2001, by Sherral Goodwin. Attorney-in-

Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on _November 20th | 2001, by Joseph Edwin Canon, Vice-
President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

1-4-02 W@W
Notary Public

YR
P'R 0@

o ommers

& > LINDA JEAN KINARD

<
«B Notary Public, State of Texas
STATE OF NEW MEXICO ) e My Commission Exp 01-04-02

) ss e SR

COUNTY OF BERNALILLO )

oo,

This instrument was acknowledged before me on , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.

My Commission Expires:

Notary Public

22



Cat Head Mesa Operating Agreement

ATTEST; WARREN, INC.
S a O o A

‘Sarah W. Curro, Secretary %
John M. Warren

Type or print name

Title _ President

Date  //-§ -0

Tax ID or 8.S. No. s oe7vi3e

20



Cat Head Mesa Operating Agreement

STATE OF NEW YORK )
) ss
COUNTY OF NEW YORK )
This instrument was acknowledged before me on , 2001, by John E. Smeltzer. III, Vice-

President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on ., 2001, by Sherral Goodwin, Attorney-in-

Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on;/Zé ZL/ Z , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.
r\r.‘v»w L SEAL ‘ % /‘gé/
A ’!M&STON 2 e
. -LiEAC Notary Public

A ! STATE (wr« < MPXICO
H ‘\J;";.
ey Commisson Expites & é ‘ g

22
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EXHIBIT "B"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT EFFECTIVE NOVEMBER 1, 2001, BY AND BETWEEN PRIMERO
OPERATING, INC., OPERATOR AND MCCABE PETROLEUM CORPORATION,

ET AL, NON-OPERATORS

There is no Exhibit “B” to this agreement
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EXHIBIT v Cc”
that certain Operating Agreement effgctive

Attached to and made a part of
effective vember T, etween Prime

Operator and McCabe Petroleum Corporation, et al, Non-Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and mainte-
nance of the Joint Property.

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

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of ather employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary funection in Joint Operations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2, Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac-
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure,
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in
detail.

3. Advances and Payments by Non-Operators
thirty (30)

A.  Unless otherwise provided for in the agreement, the Operator may require thd Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

thirty (30)

B.  Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after xeceipt If payment is not made

W lthm such time, the unpaid balance shall bear interest monthly at the prime rate in effect at _ Chase — -
nk on the first day of the month in which delinquency occurs p]us 1% or the maximum

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever
is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

4, Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clasively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Owerator for adjustment. No adjustment favorable to Operator shall be made unless it is made within the same prescribed
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera-
tor’s accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
Joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Nan-Operators approving such audit.

B.  The Operator shall reply in writing to an audit report within 180 days after receipt of such report.

Approval By Non-Operators

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions

in regard thereto, Operator shall notify all Non-Operators of the Operator’s proposal, and the agreement or approval of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

I1. DIRECT CHARGES

Operator shall charge the Joint Account with the following items:

1.

Ecological and Environmental
Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ-

mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable laws and regulations.

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations.
Labor

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct of Joint
Operations.

(2) Salaries of First Level Supervisors in the field.

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are excluded
from the overhead rates.

{(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed
in the operation of the Joint Property if such charges are excluded from the overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section II. If percentage assessment
is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section 1.

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section II.

Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint

Account under Paragraphs 3A and 3B of this Section II shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

Material

Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material
shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.
Transportation

Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

9.
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B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charge actual trucking cost is available
when the actual charge is $400 or less excluding accessorial charges. The $400 will be adjusted to the amount most
recently recommended by the Councii of Petroleum Accountants Societies.

7. Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section III. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

. Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense,
in%uvsaérf%etaxes, depreciatiﬁ)xb and interest on gross investment less accumulated depreciation not to exceed
_ =LA VYE __percent ('€ %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

B. In lieu of charges in paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immedi-
ate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates published by the
Petroleum Motor Transport Association.

9. Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator’s gross negligence or
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operator.

10. Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect
or recover the Joint Property, except that no charge for services of Operator’s legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the
overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section [, Paragraph
3.

11. Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rem taxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anvthing to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

12, Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker’s Compensation and/
or Employers Liability under the respective state’s laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a charge at Operator’s cost not to exceed manual rates.

13. Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

14. Coemmunications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section I1.

15. Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section Il and which

is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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III. OVERHEAD

Overhead - Drilling and Producing Operations

i

il

B.

As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling
and producing operations on either:

() Fixed Rate Basis, Paragraph 1A, or

() Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A., Section II. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section III unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services
and contract services of technical personnel directly employed on the Joint Property:

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

The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

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

Overhead - Fixed Rate Basis

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

Drilling Well Rate $ 5,200,00
(Prorated for less than a full month)

Producing Well Rate¥ 1 _~ 5 $520.00 each well; 6 - 25 $350.00 each wellj;

over 25 wells $200.00 each well.
(2) Application of Overhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate

(1) Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

(2) Charges for wells undergoing any type of workover or recompletion for a period of five (5) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through date of rig
or other unit release, except that no charge shall be made during suspension of operations for fifteen
(15) or more consecutive calendar days.

(b) Producing Well Rates

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month.

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a separate well by the govern-
ing regulatory authority.

{3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be considered as a one-well charge providing the gas well is directly connected to a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com-
pleted on any well, This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies.

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable, lease allow-
able, transferrved allowable, etc.) shall not qualify for an overhead charge.

{3} The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement
1o which this Accounting Procedure is attached. The adjustment shall be aomputed by multiplying the rate cur-
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum and Gas
Production Workers for the last calendar yvear compared to the calendar year preceding as shown by the index
of average weekly earnings of Crude Petroleum and Gas Production Workers as published by the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justmendt.

Overhead - Percentage Basis

(1) Operator shall charge the Joint Account at the following rates:

-4-
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Percent (%) of the cost of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section Il and all salvage credits.

(a) Development

(b) Operating

Percent (%) of the cost of operating the Joint Property exclusive of costs provided under
Paragraphs 2 and 10 of Section I, all salvage credits, the value of injected substances purchaseq for secqndary
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and
to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section II1, development
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as
defined in Paragraph 2 of this Section IIl. All other costs shall be considered as operating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or sha}l charge the Joint
Account for overhead based on the following rates for any Major Construction project in excess of § 100,000.0:!

A 9 %of first $100,000 or total cost if less, plus
B. 2 % of costs in excess of $100,000 but less than $1,000,000, plus
C. 1 9%of costs in excess of $1,000,000.

Tctal cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single

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

3. Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
o oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator

shall either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates;

A 5 %of total costs through $100,000; plus
B. 2 % of total costs in excess of $100,000 but less than $1,000,000; plus
C. 1 %of total costs in excess of $1,000,000.

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

4. Amendment of Rates

The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

I[V. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator’s
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus
Material. such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to outsiders.
(Jperator may purchase, but shall be under no obligation to purchase, interest of Non-Qperators in surplus condition A or B
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Partles.

1. Purchases

Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Operator.

i~

Transfers and Dispositions

Material furni.shed to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:
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A. New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

(a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate

may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown,
Ohio.

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1)a). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field
Haulers Association interstate truck rate shall be used.

(¢) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston,
Texas, plus transportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate, to
_ the railway receiving point nearest the Joint Property.

{d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.o.b.
the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight
of tubing transferred, to the railway receiving point nearest the Joint Property.

(2} Line Pipe

{a) Line pipe movements (except size 24 inch OD and larger with walls 3; inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided above. Freight
charges shall be calculated from Lorain, Ohio.

(b) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A (1)(a) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(¢) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.b. the point of manufacture

at current new published prices plus transportation cost to the railway receiving point nearest the Joint
Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be
priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

(13) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway
receiving point nearest the Joint Property.

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable, to the-railway receiving point nearest the Joint Property.
Unused new tubulars will be pricec. as provided above in Paragraph 2 A (1) and (2).

B. Good Used Material (Condition B) -

Material in sound and serviceable condition and suitable for reuse without reconditioning:
(1) Material moved to the Joint Property

At seventy-five percent (75%) of current new price, as determined by Paragraph A.
(2) Material used on and moved from the Joint Property

{a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as used Material.

(3) Material not used on and moved from the Joint Property
At seventy-five percent (76%) of current new price as determined by Paragraph A.
"he cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material
(1) Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.
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Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(2) Condition D

(a) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines,
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset hasis.

(3) Condition E

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

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material is not
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material.

E. Pricing Conditions

{1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
puint. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section III, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

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

3. Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusual causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving
it to the Joint Property; provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Nen-Operators for such Material. Fach Non-Operator shall have the right, by so electing and notifying Operator within
ter. days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

1. Warranty of Material Furnished By Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the Joint
Account until adjustiment has been received by Operator from the manufacturers or their agents.

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material.
1. Periodic Inventories, Notice and Representation
A reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that

Non-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

o

Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.

3. Special Inventories
Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property.
[t shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
p.ace. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change
of Operator, all Parties shall be governed by such inventory.

1. Expense of Conducting Inventories

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the
Parties,

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.

-




EXHIBIT “p”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT EFFECTIVE NOVEMBER
1, 2001, BY AND BETWEEN PRIMERO OPERATING, INC., OPERATOR AND MCCABE PETROLEUM
CORPORATION, ET AL, NON-OPERATORS

INSURANCE AND INDEMNITY

At all times while operations are conducted hereunder, Operator shall carry Insurance of the types and the
maximum amounts as follow:

A.

Worker’s Compensation Insurance in full compliance with all applicable state and federal laws
and regulations.

Employer’s Liability Insurance with limits of $1,000,000 per accident covering injury or death to
any employee which may be outside the scope of the Worker’s Compensation statute of the state
in which the work is performed.

Commercial General Liability Insurance with limits of $1,000,000 Combined Single Limit for
injury or death from any one occurrence and/or property damage per occurrence including
Blowout and Cratering, Completed Operations, and Broad From Contractual liability as respects
to any contract into which the Operator may enter under the terms of this Agreement.

Automobile Liability Insurance covering owned, non-owned and hired automotive equipment
with limits of $1,000,000 for Bodily Injury and/or Property Damage caused by an occurrence.

[t is mutually agreed that all working interest owners shall be liable for the pro-rata expenses and
shall insure their exposure for Control of Well and related hazards.

Operator and non-operating working interest owners do not agree to mutually waive subrogation
in favor of each other in all insurance carried by each party and/or to obtain such waiver from the
insurance carrier as so required by the insurance.

All such insurance shall be carried in a company or companies acceptable to non-operating
parties, which acceptance shall not be unreasonably withheld, and shall be maintained in full
force and effect during the term of this Agreement, and shall not be cancelled, altered or amended
without thirty (30) days prior written notice having first been furnished all non-operating parties.
Operator, upon request, agrees to have its insurance carrier furnish non-operating parties
certificates of insurance evidencing such insurance coverages as required above. All Non-
Operators shall be named additional insured, unless electing under Paragraph H of this exhibit.

A Non-Operator may elect to obtain its own insurance and if so, shall notify Operator of said
coverage.
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A.APL.FORM 610-E - GAS BALANCING AGREEMENT - 1992 AMERICAN ASSOCIATION OF  PETROLEUM  LANDMEN

APPROVED FORM AAPL NO.6

NOTE: Instructions For Use of Gas Balancing
Agreement MUST be reviewed before finalizing
this document.
EXHIBIT "E"
GAS BALANCING AGREEMENT ("AGREEMENT")
ATTACHED TO AND MADE PART OF THAT CERTAIN
OPERATING AGREEMENT DATED EFFECTIVE NOVEMBER 1, 2001
BY AND BETWEEN PRIMERO OPERATING, INC. s OPERATOR
AND ___ MCCABE PETROLEUM CORPORATION, ET AL. NON-OPERATORS ("OPERATING AGREEMENT")
RELATING TO THE __ CAT HEAD MESA AREA,
SOCORRO COUNTY/APARISH, STATE OF NEW MEXICO
1. DEFINITIONS

The following definitions shall apply to this Agreement:

1.01 "Arm's Length Agreement” shall mean any gas sales agreement with an unaffiliated purchaser or any gas sales
agreement with an affiliated purchaser where the sales price and delivery conditions under such agreement are
representative  of prices and delivery conditions existing under other similar agreements in the area between
unaffiliated parties at the same time for natural gas of comparable quality and quantity.

1.02 "Balancing Area" shall mean (select one):

M each well subject to the Operating Agreement that produces Gas or is allocated a share of Gas production. If a
single well is completed in two or more producing intervals, each producing interval from which the Gas
production is not commingled in the wellbore shall be considered a separate well.

O all of the acreage and depths subject to the Operating Agreement.

a

1.03 "Full Share of Current Production shall mean the Percentage Interest of each Party in the Gas actually produced
from the Balancing Area during each month.

1.04 "Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, whether from a well classified
as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may be made
available for sale or separate disposition by the Parties, excluding oil, condensate and other liquids recovered by
field equipment operated for the joint account. "Gas" does not include gas used in joint operations, such as for fuel,
recycling or reinjection, or which is vented or lost prior to its sale or delivery from the Balancing Area.

1.05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing Area in excess of its Full
Share of Current Production, whether pursuant to Section 3.3 or Section 4.1 hereof.

1.06 "Mcf" shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas contained in one cubic
foot of space at a standard pressure base and at a standard temperature base.

1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean the quantity of heat
required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a
constant pressure of 14.73 pounds per siquare inch absolute.

1.08 "Operator" shall mean the individual or entity designated under the terms of the Operating Agreement or, in the
event this Agreement is not employed in connection with an operating agreement, the individual or entity
designated as the operator of the well(s) located in the Balancing Area.

1.09 "Overproduced Party" shall mean any Party having taken a greater quantity of Gas from the Balancing Area than
the Percentage interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest in
the cumulative quantity of all Gas produced from the Balancing Area.

1.11 "Party" shall mean those individuals or entities subject to this Agreement, and their respective heirs, successors,
transferees and assigns.

1.12 "Percentage Interest” shall mean the percentage or decimal interest of each Party in the Gas produced from the
Balancing Area pursuant to the Operating Agreement covering the Balancing Area.

1.13 “Royalty" shall mean payments on production of Gas from the Balancing Area to all owners of royalties, overriding
royalties, production payments or similar interests.

1.14 "Underproduced Party" shall mean any Party having taken a lesser quantity of Gas from the Balancing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.15 "Underproduction” shall mean the deficiency between the cumulative quantity of Gas taken by a Party and its
Percentage Interest in the cumulative quantity of all Gas produced from the Balancing Arca.

1.16 © (Optional) "Winter Period" shall mean the month(s) of November and December in one
calendar year and the month(s) of January, February and March in the succeeding calendar year.

2, BALANCING AREA

2.1 If this Agreement covers more than one Balancing Area, it shall be applied as if each Balancing Area were covered

by separate but identical agreements. All balancing hereunder shail be on the basis of Gas taken from the Balancing Area

measured in (Alternative 1) O Mcfs or (Alternative 2) B MMBtus.

22 In the event that all or part of the Gas deliverable from a Balancing Area is or becomes subject to one or more
maximum lawful prices, any Gas not subject to price controls shall be considered as produced from a single Balancing Area
and Gas subject to each maximum lawful price category shall be considered produced from a separate Balancing Area.

3. RIGHT OF PARTIES TO TAKE GAS

3.1 Each Party desiring to take Gas will notify the Operator, or cause the Operator to be notified, of the volumes
nominated, the name of the transporting pipeline and the pipeline contract number (if available) and meter station relating
to such delivery, sufficiently in advance for the Operator, acting with reasonable diligence, to meet all nomination and other
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requirements. Operator is authorized to deliver the volumes so nominated and confirmed (if confirmation is required) to the
transporting pipeline in accordance with the terms of this Agreement.

3.2 FEach Party shall make a reasonable, good faith effort to take its Full Share of Current Production each month, to the
extent that such production is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to
preserve correlative rights, or to maintain oil production.

3.3 When a Party fails for any reason to take its Full Share of Current Production (as such Share may be reduced by the
right of the other Parties to make up for Underproduction as provided herein), the other Parties shall be entitled to take any
Gas which such Party fails to take. To the extent practicable, such Gas shall be made available initially to each Underproduced
Party in the proportion that its Percentage Interest in the Balancing Area bears to the total Percentage Interests of all
Underproduced Parties desiring to take such Gas. If all such Gas is not taken by the Underproduced Parties, the portion not
taken shall then be made available to the other Parties in the proportion that their respective Percentage Interests in the
Balancing Area bear to the total Percentage Interests of such Parties.

34 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless of whether such Party is
underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such taking
Farty.

3.5 Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in any month to take any
Gas in excess of three hundred percent (300%) of its Percentage Interest of the Balancing Area's then-current Maximum
Monthly Availability, provided, however, that this limitation shall not apply to the extent that it would preclude production
that is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative
rights, or to maintain oil production. “Maximum Monthly Availability" shall mean the maximum average monthly rate of
production at which Gas can be delivered from the Balancing Area, as determined by the Operator, considering the maximum
efficient well rate for each well within the Balancing Area, the maximum allowable(s) set by the appropriate regulatory agency,
rode of operation, production facility capabilities and pipeline pressures.

36 In the event that a Party fails to make arrangements to take its Full Share of Current Production required to be
produced to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative rights, or
to maintain oil production, the Operator may sell any part of such Party's Full Share of Current Production that such Party fails
to take for the account of such Party and render to such Party, on a current basis, the full proceeds of the sale, less any
reasonable marketing, compression, treating, gathering or transportation costs incurred directly in connection with the sale of
such Full Share of Current Production. In making the sale contemplated herein, the Operator shall be obligated only to obtain
such price and conditions for the sale as are reasonable under the circumstances and shall not be obligated to share any of its
markets. Any such sale by Operator under the terms hereof shall be only for such reasonable periods of time as are consistent
with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess of one
vear. Notwithstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a Party under the provisions hereof shall
be deemed to be Gas taken for the account of such Party.

4. IN-KIND BALANCING
4.1 Effective the first day of any calendar month following at least __thirty (___30 ) days' prior

written notice to the Operator, any Underproduced Party may begin taking, in addition to its Full Share of Current
Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreement, a share of current production determined
by multiplying fifty percent ( 50 %) of the Full Shares of Current Production of all Overproduced Parties by
a fraction, the numerator of which is the Percentage Interest of such Underproduced Party and the denominator of which

is the total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an
Overproduced Party be required to provide more than __ fifty percent ( 50 %) of its Full Share of Current
Production for Makeup Gas. The Operator will promptly notify all Overproduced Parties of the election of an Underproduced
Party to begin taking Makeup Gas.

42 [0 (Optional - Seasonal Limitation on Makeup - Option 1) Notwithstanding the provisions of Section 4.1, the
average monthly amount of Makeup Gas taken by an Underproduced Party during the Winter Period pursuant to Section 4.1

shall not exceed the average monthly amount of Makeup Gas taken by such Underproduced Party during the

. ( ) months immediately preceding the Winter Period.
42 M (Optional - Seasonal Limitation on Makeup - Option 2) Notwithstanding the provisions of Section 4.1, no
Overproduced Party will be required to provide more than twenty-five percent ( 25 %) ofits Full Share

of Current Production for Makeup Gas during the Winter Period.

43 [0 (Optional) Notwithstanding any other provision of this Agreement, at such time and for so long as Operator, or
rinsofar as concerns production by the Operator) any Underproduced Party, determines in good faith that an Overproduced
Party has produced all of its share of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may
oe required to make available for Makeup Gas, upon the demand of the Operator or any Underproduced Party, up to
percent ( %) of such Overproduced Party's Full Share of Current Production.

5. STATEMENT OF GAS BALANCES

5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis of the volumes of Gas that each
Party is entitled to receive and the volumes of Gas actually taken or sold for each Party's account. Within forty-five (45) days
after the month of production, the Operator will furnish a statement for such month showing (1) each Party's Full Share of
Current Production, (2) the total volume of Gas actually taken or sold for each Party's account, (3) the difference between
the volume taken by each Party and that Party's Full Share of Current Production, (4) the Overproduction or
Underproduction of each Party, and (5) other data as recommended by the provisions of the Council of Petroleum
Accountants  Societies Bulletin No.24, as amended or supplemented hereafter. Each Party taking Gas will promptly provide to
the Operator any data required by the Operator for preparation of the statements required hereunder.

52 If any Party fails to provide the data required herein for four (4) consecutive production months, the Operator, or
where the Operator has failed to provide data, another Party, may audit the production and Gas sales and transportation
volumes of the non-reporting Party to provide the required data. Such audit shall be conducted only after reasonable notice and
during normal business hours in the office of the Party whose records are being audited. All costs associated with such audit
will be charged to the account of the Party failing to provide the required data.

6. PAYMENTS ON PRODUCTION

6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due on all volumes of Gas
actually taken by such Party.

6.2 O (Alternative 1 - Entitlements) Each Party shall pay or cause to be paid all Royalty due with respect to Royalty
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owners to whom it is accountable as if such Party were taking its Full Share of Current Production, and only its Full Share of
Current Production.

6.2.10 (Optional - For wuse only with Section 6.2 - Alternative 1 - Entitlement) Upon written request of a Party
taking less than its Full Share of Current Production in a given month ("Current Underproducer"), any Party tfaking more than
its Full Share of Current Production in such month ("Current Overproducer”) will pay to such Current Underproducer an
amount each month equal to the Royalty percentage of the proceeds received by the Current Overproducer for that portion of
the Current Underproducer's Full Share of Current Production taken by the Current Overproducer; provided, however, that
such payment will not exceed the Royalty percentage that is common to all Royalty burdens in the Balancing Area. Payments
made pursuant to this Section 6.2.1 will be deemed payments to the Underproduced Party's Royalty owners for purposes of
Section 7.5.

6.2 M (Alternative 2 - Sales) Each Party shall pay or cause to be paid Royalty due with respect to Royalty owners to
whom it is accountable based on the volume of Gas actualiy taken for its account.

6.3 In the event that any governmental authority requires that Royalty payments be made on any other basis than that
provided for in this Section 6, each Party agrees to make such Royalty payments accordingly, commencing on the effective date
required by such governmentat authority, and the method provided for herein shall be thereby superseded.

7.  CASH SETTLEMENTS

7.1 Upon the ecarlier of the plugging and abandonment of the last producing interval in the Balancing Area, the termination
of the Operating Agreement or any pooling or unit agreement covering the Balancing Area, or at any time no Gas is taken
from the Balancing Area for a period of twelve (12) consecutive months, any Party may give written notice calling for cash
settlement of the Gas production imbalances among the Parties. Such notice shall be given to all Parties in the Balancing Area.

7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the Operator will distribute to cach
Party a Final Gas Settlement Statement detailing the quantity of Overproduction owed by each Overproduced Party to each
Underproduced Party and identifying the month to which such Overproduction is attributed, pursuant to the methodology
set out in Section 7.4.

73 M (Alternative 1 - Direct Party-to-Party Settlement) Within sixty (60) days after receipt of the Final Gas Settlement
Statement, each Overproduced Party will pay to each Underproduced Party entitled to settlement the appropriate cash
settlement, accompanied by appropriate accounting detail. At the time of payment, the Overproduced Party will notify the
Operator of the Gas imbalance settled by the Overproduced Party's payment.

7.3 [0 (Alternative 2 - Settlement Through Operator) Within sixty (60) days after receipt of the Final Gas Settlement
Statement, each Overproduced Party will send its cash settlement, accompanied by appropriate accounting detail, to the
Operator. The Operator will distribute the monies so received, along with any settlement owed by the Operator as an
Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days after issuance of the
Final Gas Settlement Statement. In the event that any Overproduced Party fails to pay any settlement due hereunder, the
Operator may turn over responsibility for the collection of such settlement to the Party to whom it is owed, and the Operator
will have no further responsibility with regard to such settlement.

7.3.10 (Optional - For use only with Section 7.3, Alternative 2 - Settlement Through Operator) Any Party shall have
the right at any time upon thirty (30) days' prior written notice to all other Parties to demand that any settlements due such
Party for Overproduction be paid directly to such Party by the Overproduced Party, rather than being paid through the
Operator. In the event that an Overproduced Party pays the Operator any sums due to an Underproduced Party at any time
after thirty (30) days following the receipt of the notice provided for herein, the Overproduced Party will continue to be liable
to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party.

74 0O (Alternative 1 - Historical Sales Basis) The amount of the cash settlement will be based on the proceeds
received by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the
Overproduced Party in excess of the Overproduced Party's Full Share of Current Production. Any Makeup Gas taken by the
Underproduced Party prior to monetary seftlement hereunder will be applied to offset Overproduction chronologically in the
order of accrual.

7.4 DO (Alternative 2 - Most Recent Sales Basis) The amount of the cash settlement will be based on the proceeds
received by the Overproduced Party under an Arm's Length Agreement for the volume of Gas that constituted Overproduction
by the Overproduced Party from the Balancing Area. For the purpose of implementing the cash settlement provision of the
Section 7, an Overproduced Party will not be considered to have produced any of an Underproduced Party's share of Gas until
the Overproduced Party has produced cumulatively all of its Percentage Interest share of the Gas ultimately produced from the
Balancing Area.

7.5 The values used for calculating the cash scttlement under Section 7.4 will include all proceeds received for the sale of the
Gas by the Overproduced Party calculated at the Balancing Area, after deducting any production or severance taxes paid and any
Royalty actually paid by the Overproduced Party to an Underproduced Party's Royalty owner(s), to the extent said payments
amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression,
treating, gathering or transportation costs incurred directly in connection with the sale of the Overproduction.

75.1 4 (Optional - For Valuation Under Percentage of Proceeds Contracts) For Overproduction sold under a gas
purchase contract providing for payment based on a percentage of the proceeds obtained by the purchaser upon resale of
residue gas and liquid hydrocarbons extracted at a gas processing plant, the values used for calculating cash settlement will
include proceeds received by the Overpraduced Party for both the liquid hydrocarbons and the residue gas attributable to the
Overproduction.

75-28—(Optional——Valuation—for

7.6 To the extent the Overproduced Party did not sell all Overproduction under an Arm's Length Agreement, the cash

settlement  will be based on the weighted average price received by the Overproduced Party for any gas sold from the

-3-



[~ B RV R N PN R A

W N AN OO RN WL UL L R B S R R DR R R R DB W W LW W W W W WL WK NN NN N e e e e e e e s e
£ WO N — O 0 ® O thhdh R~ O WO at R WRN =LY 000N R WOV ® WU EWN—= ORIV R W =IO Y0NS R LY = OO

A.AP.L. FORM 610-E - GAS BALANCING AGREEMENT - 1992

Balancing Area under Arm's Length Agreements during the months to which such Overproduction is attributed. In the event
that no sales under Arm's Length Agreements were made during any such month, the cash settlement for such month will be
based on the spot sales prices published for the applicable geographic area during such month in a mutually acceptable pricing
bulletin. )

over prime .
7.7 Interest compounded at the rate of one percent (__ 1 ~ %)/ per annum or the maximum lawful

rate of interest applicable to the Balancing Area, whichever is less, will accrue for all amounts due under Section 7.1 beginning
the first day following the date payment is due pursuant to Section 7.3. Such interest shall be borne by the Operator or any
Overproduced Party in the proportion that their respective delays beyond the deadlines set out in Sections 7.2 and 73
contributed to the accrual of the interest.

7.8 In lieu of the cash settlement required by Section 7.3, an Overproduced Party may deliver to the Underproduced Party
an offer to settle its Overproduction in-kind and at such rates, quantities, times and sources as may be agreed upon by the
Underproduced Party. If the Parties are unable to agree upon the manner in which such in-kind settlement gas will be
furnished within sixty (60) days after the Overproduced Party's offer to settle in kind, which period may be extended by
agreement of said Parties, the Overproduced Party shall make a cash scttlement as provided in Section 7.3. The making of an
in-kind settlement offer under this Section 7.8 will not delay the accrual of interest on the cash settlement should the Parties

fail to reach agreement on an in-kind settlement.

8. TESTING

Notwithstanding any provision of this Agreement to the contrary, any Party shall have the right, from time to time, to
produce and take up to one hundred percent (100%) of a well's entire Gas stream to meet the reasonable deliverability test(s)
required by such Party's Gas purchaser, and the right to take any Makeup Gas shall be subordinate to the right of any Party to
conduct such tests; provided, however, that such tests shall be conducted in accordance with prudent operating practices only

after ___sixty ( 60 ) days' prior written notice to the Operator and shal! last no longer than
twenty-four ( 24 ) hours.

9. OPERATING COSTS

Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionate share of all costs and
liabilities incurred in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Operating
Agreement, irrespective of whether any Party is at any time selling and using Gas or whether such sales or use are in
proportion to its Percentage Interest in the Balancing Area.

10. LIQUIDS

The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field equipment operated
for the joint account in accordance with their Percentage Interests in the Balancing Area.
11. AUDIT RIGHTS

Notwithstanding any provision in this Agreement or any other agreement between the Parties hereto, and further
notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years from the end of the calendar
year in which any information to be furnished under Section 5 or 7 hereof is supplied, any Party shall have the right to audit
the records of any other Party regarding quantity, including but not limited to information regarding Btu-content.
Any Underproduced Party shall have the right for a period of two (2) years from the end of the calendar year in which any
cash settlement is received pursuant to Section 7 to audit the records of any Overproduced Party as to all matters concerning
values, including but not limited to information regarding prices and disposition of Gas from the Balancing Area. Any such
audit shall be conducted at the expense of the Party or Parties desiring such audit, and shall be conducted, after reasonable
notice, during normal business hours in the office of the Party whose records are being audited. Each Party hereto agrees to
maintain rtecords as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own operations,
along with the Royalty paid on any such Gas used by a Party in its own operations. The audit rights provided for in this
Section 11 shall be in addition to those provided for in Section 5.2 of this Agreement.

12. MISCELLANEOUS

12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement and the provisions of
any gas sales contract, or in the event of any conflict between the provisions of this Agreement and the provisions of the
Operating Agreement, the provisions of this Agreement shall govern.

12.2 Each Party agrees to defend, indemnify and hold harmless all other Parties from and against any and all liability for
any claims, which may be asserted by any third party which now or hereafter stands in a contractual relationship with such
indemnifying Party and which arise out of the operation of this Agreement or any activities of such indemnifying Party under
the provisions of this Agreement, and does further agree to save the other Parties harmless from all judgments or damages
sustained and costs incurred in connection therewith.

12.3 Except as otherwise provided in this Agreement, Operator is authorized to administer the provisions of this
Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred which arise out of or in
connection with the performance of Operator's duties hereunder, except such as may result from Operator's gross negligence or
willful misconduct. Operator shall not be liable to any Underproduced Party for the failure of any Overproduced Party, (other
than Operator) to pay any amounts owed pursuant to the terms hereof.

12.4 This Agreement shall remain in full force and effect for as long as the Operating Agreement shall remain in force and
effect as to the Balancing Area, and thercafter until the Gas accounts between the Partics are settled in full, and shall inure to
the benefit of and be binding upon the Parties hereto, and their respective heirs, successors, legal representatives

-4-
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end assigns, if any. The Parties hereto agree to give notice of the existence of this Agreement to any successor in interest of
eny such Party and to provide that any such successor shall be bound by this Agreement, and shall further make any transfer of
eny interest subject to the Operating Agreement, or any part thereof, also subject to the terms of this Agreement.

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

i2.6 In the event that any "Optional” provision of this Agreement is not adopted by the Parties to this Agreement- by a
typed, printed or handwritten indication, such provision shall not form a part of this Agreement, and no inference shall be
made concerning the intent of the Parties in such event. In the event that any "Alternative” provision of this Agreement is not
so adopted by the Parties, Alternative | in each such instance shall be deemed to have been adopted by the Parties as a result
of any such omission. In those cases wher¢ it is indicated that an Optional provision may be used only if a specific Alternative
is selected: (i) an election to include said Optional provision shall not be effective unless the Alternative in question is selected,
and (i) the election to include said Optional provision must be expressly indicated hereon, it being understood that the
selection of an Alternative either expressly or by default as provided herein shall not, in and of itself, constitute an election to
include an associated Optional provision.

12.7 This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing herein shall be construed
or interpreted as creating any rights in any person or entity not a signatory hereto, or as being a stipulation in favor of any
such person or entity.

12.8 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that any other Party
¢xecute an appropriate memorandum or notice of this Agreement in order to give third parties notice of record of same and
submits same for execution in recordable form, such memorandum or notice shall be duly executed by the Party to which such
request is made and delivered promptly thereafter to the Party making the request. Upon receipt, the Party making the request
shall cause the memorandum or notice to be duly recorded in the appropriate real property or other records affecting the
Balancing Area.

12.9 In the event Internal Revenue Service regulations require a uniform method of computing taxable income by all
Parties, each Party agrees to compute and report income to the Internal Revenue Service (select ome) O as if such Party were
taking its Full Share of Current Production during each relevant tax period in accordance with such regulations, insofar as same
relate to entitlement method tax computations; or [1 based on the quantity of Gas taken for its account in accordance with

such regulations, insofar as same relate to sales methiod tax computations.
13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1 Subject to the provisions of Sections 13.2 (if elected) and 13.3 hereof, and notwithstanding anything in this Agreement
or in the Operating Agreement to the contrary, if any Party assigns (including any sale, exchange or other transfer) any of its
working interest in the Balancing Area when such Party is an Underproduced or Overproduced Party, the assignment or other
act of transfer shall, insofar as the Parties hereto are concerned, include all interest of the assigning or transferring Party in the
Gas, all rights to receive or obligations tc provide or take Makeup Gas and all rights to receive or obligations to make any
rmonetary payment which may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall
thereafter treat the assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or other
transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled, and shall
cause its assignee or other transferee to assume its obligations hereunder.

132 O (Optional - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement (including but not
I.mited to the provisions of Section 13.1 hereof) or in the Operating Agreement to the contrary, and subject to the provisions
cf Section 133 hereof, in the event an Overproduced Party intends to sell, assign, exchange or otherwise transfer any of its
interest in a Balancing Area, such Overproduced Party shall notify in writing the other working interest owners who are

Farties hereto in such Balancing Area of such fact at least thirty ( 30 ) days prior to closing the
transaction.  Thereafter, any  Underproduced Party may demand from such  Overproduced Party in  writing,  within
thirty ( 30 ) days after receipt of the Overproduced Party's notice, a cash settlement of its

Underproduction  from the Balancing Area. The Operator shall be notified of any such demand and of any cash settlement
pursuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash
settlement pursuant to this Section 13 shall be paid by the Overproduced Party on or before the earlier to occur (i) of sixty (60)
days after receipt of the Underproduced Party's demand or (i) at the closing of the transaction in which the Overproduced
Farty sells, assigns, exchanges or otherwise transfers its interest in a Balancing Area on the same basis as otherwise set forth in
Sections 7.3 through 7.6 hereof, and shall bear interest at the rate set forth in Section 7.7 hereof, beginning sixty (60) days
after the Overproduced Party's sale, assignment, exchange or transfer of its interest in the Balancing Area for any amounts not
paid. Provided, however, if any Underproduced Party does not so demand such cash settlement of its Underproduction from the
Balancing Area, such Underproduced Party shall look exclusively to the assignee or other successor in interest of the
Overproduced Party giving notice hereunder for the satisfaction of such Underproduced Party's Underproduction in accordance
with the provisions of Section 13.1 hereof.

13.3 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its interest or disposes of its
interest by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or parent company, or to
any company in which any parent or subsidiary of such Party owns a majority of the stock of such company.

14. OTHER PROVISIONS
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15. COUNTERPARTS .
This Agreement may be executed in counterparts, each of which when taken with all other counterparts shall constitute
a binding agreement between the Parties hereto; provided, however, that if a Party or Partiecs owning a Percentage Interest in

the Balancing Area equal to or greater than a percent ( %) therein fail(s) to execute this
Agreement on or before this Agreement shall not be binding upon any Party and shall be of
r.o further force and effect.
IN WITNESS WHEREQOF, this Agreement shall be effective as of the day of
ATTEST OR WITNESS: OPERATOR
BY:

Type or print name

Title

Date

Tax ID or S.S. No.

NON-OPERATORS

BY:

Type or print name

Title

Date

Tax ID or S.S. No.

BY:

Type or print name

Title

Date

Tax ID or S.S. No.
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Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The

ACKNOWLEDGMENTS

validity and effect of these forms in any state will depend upon the statutes of that state.

Individual acknowledgment:

State of

County of

This instrument was acknowledged before me on

) ss.

by
(Seal, if any)
Titte (and Rank)
My commission expires:
Acknowledgment in representative capacity:
State of )
) ss.
County of )
This instrument was acknowledged before me on
by
of
‘Seal, if any)

Title (and Rank)

My commiission expires:




EXHIBIT “F”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT EFFECTIVE NOVEMBER
1, 2001, BY AND BETWEEN PRIMERO OPERATING, INC., OPERATOR AND MCCABE PETROLEUM

CORPORATION, ET AL, NON-OPERATORS

Non-Discrimination and Certification of Non-Segregated Facilities

Definition: the word “Contractor” wherever used below shall mean “Operator” when this exhibit

form

is

attached to an  Operating Agreement and shall mean “Farmee”

when attached to a Farmout Agreement.

A.

Exhibit “F”
Page 1 of 2

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

1.

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

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

The Contractor will send to each labor union or representative of workers with which he
has a collective bargaining agreement or other such contract or understanding, a notice to
be provided by the agency contracting officer, advising the labor union or workers
representatives of the Contractor’s commitments under Section 202 of Executive Order
No. 11246 of September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

The Contractor will comply with all provisions of Executive Order No. 11246 of
September 24, 1965, and by the rules, regulations and orders of the Secretary of Labor.

The Contractor will furnish all information and reports required by Executive Order No.
11246 of September 24, 1965, and by the rules, regulations and orders of the Secretary of
Labor for purposes of investigation to ascertain compliance with such rules, regulations
and order.

In the event of Contractor’s non-compliance with the nondiscrimination clauses of this
contract or with an of such rules, regulations or orders, this contract may be cancelled,
terminated or suspended in whole or in part and the Contractor may be declared ineligible
for further Government contracts in accordance with procedures authorized in Executive
Order No. 11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in said Executive Order No. 11246 of September 24, 1965,
or by rules, regulation or order of the Secretary of Labor, or as otherwise provided by
law.

The Contractor will include the provisions of Paragraphs (1) through (7) in every
subcontract or purchase order unless exempted by rules, regulations or orders of the
Secretary of Labor issued pursuant to Section 204 of the Executive Order No. 11246 of
September 24, 1965, so that such provisions will be binding upon each subcontractor or
vendor. The Contractor will take such action with respect to any subcontract or purchase
order as the contracting agency may direct as a means of enforcing such provisions,
including sanctions for noncompliance; provided, however, that in the event the
Contractor becomes involved in, or is threatened with litigation with a subcontractor or
vendor as a result of such direction by the contracting agency, the Contractor may request
the United States to enter into such litigation to protect the interest of the United States.



B.

C.

D.

Exhibit “F”
Page 2 of 2

EQUAL EMPLOYMENT REPORTING

The Contractor, unless exempt, agrees to file with the appropriate federal agency a
complete and accurate report on Standard Form 100 (EEO-1) within 30 days after the
signing of this agreement or the award of any such purchase order, as the case may be,
(unless such a report has been filed in the last 12 months) and agrees to continue to file
such reports annually, on or before March 31%. (41 CFR 60-1.7(A))

AFFIRMATIVE ACTION COMPLIANCE PROGRAM

The Contractor agrees to develop and maintain a current written affirmative action
compliance program for each of its establishments in accordance with the regulations of
the Secretary of Labor promulgated under Executive Order No. 11246, as amended. (41
CFR 60-1.40)

VETERAN’S EMPLOYMENT

In the event the agreement to which this exhibit is attached is for the purpose of carrying
out a contract with any department or agency of the United States for the procurement of
personal property and non-personal services (including construction) for the United
States as provided by Section 2012 of Title 38 USC, Contractor agrees to give special
emphasis to the employment of qualified disabled veterans and veterans of the Vietnam
era and to list immediately with the appropriate local employment service office of its
suitable employment openings.

EQUAL OPPORTUNITY IN EMPLOYMENT CERTIFICATION OF NONSEGREGATED
FACILITIES

Contractor, by entering into the contract to which this Exhibit is attached, certifies that he
does not maintain or provide for his employees any segregated facilities at any of his
establishments, and that he does not permit his employees to perform their services at any
location, under his control, where segregated facilities are maintained. He certifies
further that he will not maintain or provide for hts employees any segregated facilities at
any of his establishments, and that he will not permit his employees to perform their
services at any location, under his control, where segregated facilities are maintained.
Contractor agrees that a breach of this certification is a violation of the Equal Opportunity
clause in this contract. As used in this certification, the term “segregated facility” means,
but is not limited to, any waiting rooms, work areas, rest rooms and wash rooms,
restaurants and other eating areas, time clocks, locker rooms and other storage or dressing
areas, parking lots, drinking fountains, recreation or entertainment areas, transportation
and housing facilities provided for employees which are segregated by explicit directive
or are in fact segregated on the basis of race, creed, color, sex or national origin, because
of habit, local custom, or otherwise. He further agrees that (except where he has obtained
identical certifications from proposed subcontractors for specific time periods) he will
obtain identical certifications from proposed subcontractors prior to the award of
subcontracts exceeding $10,000.00 which are not exempt from the provisions of the
Equal Opportunity clause; that he will retain such certifications in his files; and that he
will forward the following notice to such proposed subcontractors (except where the
proposed subcontractors have submitted identical certifications for specific time periods):
NOTICE TO PROSPECTIVE CONTRACTORS OF REQUIREMENT FOR
CERTIFICATIONS OF NONSEGREGATED FACILITIES: A Certification of
Nonsegregated Facilities, as required by the May 9, 1967 Order (32 CFR 7439, May 19,
1967) on Elimination of Segregated Facilities by the Secretary of Labor, must be
submitted prior to the award of a subcontract exceeding $10,000.00 which is not exempt
from the provisions of the Equal Opportunity clause. The Certification may be
submitted either for each subcontract or for all subcontracts during a period (l.e.,
quarterly, semi-annually or annually).



EXHIBIT "G"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT EFFECTIVE NOVEMBER 1, 2001, BY AND BETWEEN PRIMERO
OPERATING, INC., OPERATOR AND MCCABE PETROLEUM CORPORATION,

ET AL, NON-OPERATORS

There is no Exhibit “G” to this agreement
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& Attach this card to the back of the maiiplecs,
or on the front if space permits.

20/

Sew Beverse for Instructions

COMPLETE THIS SECTION ON DELIVERY

LF

by (Please Print Clearly) | 8. Date of Delivery

AL P /=] ¢-d
- AAA 0 Agent

{
C. Signaf
)
X & d [J Addressee
D. Is delivéry address different from item 1?7 3 Yes

1. Arlicte Addressed to: tf YES, enter delivery address below: [ No
Knollene Lovelace McDaniel
P. 0. Box 708 L.
Carrizozo, NM 88301 B Service Type
Certified Mail [} Express Mail
O Registered O Return Receipt for Merchandise
O insured Mall O c.o.n.
4. Restricted Delivery? (Extra Fee) O Yes
ffmnsferfmsem“'ﬂbe')wwl RN RIS
PS Form 3811, March 2001 Domestic Return Receiy? 102595-01-M-1424
<t H‘-ﬂd Me 52 Lo A?V comond



U.S. Postal Service
CERTIFIED MAIL RECEIPT

{Domestic Mail Only; No Insurance Coverage Provided)

0 onbyen Wody. ba b

Pastage

Certifiad Fre

Return Recelpt Fee
{Endorsement Required)

Restricted Delivery Feo
{Endorsernent Required)

Total Postage & Fees

. // o Jevelico 2(95G et 4/?;_,'

[ Senf To

7001 1940 0005 9573 3745




U.S. Postal Service
CERTIFIED MAIL RECEIPT

{Domestic f1ail Only: No Insurance Coverage Provided)

_ ./ ?D01 1940 0005 9573 341
mom onc*h CE*IOCC!“B‘NII-(-

UMNTEDSTATE.
—
POSILL SERVICE

9268

ﬁ AFFIX APPR
PRIORITY M

Wl =, —

87567 DO57998%- 05

© e e e

Restrictad Delvery Fee Wy ETIsH: VG Al.\\ - -/ T7-c [ i
{Encoraement Regured) ,O\V e 0 4 / /
oo & $ B _),MGWJ._H ..m...\,w S I A EC ¥
IR AVAYN Y LA

w:o o .
[foe Lowclice g/p fosee Oe Lt
g!‘ P . r —

or PO Baa e SuntzlT M PTSET
O EE P o] Hes s Cini P loemie]

PS Form 3000, .r::::.w. 2001

i See Reverse tor Instructions :
U.S. Postal Service ‘
f

CERTIFIED MAIL RECEIPT

{Domestic flail Only: No Insurance Coverage Provided)

QRIS b Pms A L L £ E

[ vt T

e UNIT Iz 0110
Postage | $
s
Certifiod Fee 2.10
L.20 Postmark
Return Receipt Fee Here
Encorsement Required) T Clerk: KGCD3C
Restricted Deivery Fee ;
7.10 12/04/01
Tota! Postage & Fess | $

vent 7o . )
flee Lowc late 5 T luncd Fiss.

reel, Apt. No.;

LN LK,

rPoBax Ne. . Loe// A

el d <

s

Haled fe \\wx,wxo\kiwm w
~ /2-4 -] |

~

BEN DONEGAN
3224 CANDELARIA N.E.
ALBUQUERQUE, NEW MEXICO 87107

O gt L # flotld NS L55.,% f recmns
B Form 28 arv 200 e 0

3800

Beyerse




U.S. Postal Service
CERTIFIED MAIL RECEIPT

(Domestic Mail Only; No Insurance Coverage Provided)

Sant To

/Z nn  Lppelice

Stepat, Apv No or PO Box

=y ..../v._/.i_"_a_z_’zfé ..............................................

City,

-0
w
~ CAPTT un 88344
LZL0LEE S AL LA AR LRI
o) Post $ ;
s ostagn 1.0
- Certitied Fee
n 214
i
Return Receipt Fee
Q0  (Fudorsement Required) 1.50
A 3,
o Airsiricted Delivery Fee
o Fndarsement Required)
a Total Postage & Fees $ T.10
™~
-a
~
o
o]
o
~

01 orn 3800 M 1y 2000 Sce Heverse for Inshuchons

. S ‘ — .
SENDER: COMPLETE THIS SECTION COMPLETE THIS SECTION ON DELIVERY
® Complste tems 1, 2, and 3. Also complete - A. Received by (Please Print Clearly} | B. /?te of Delivery
item 4 If Restricted Delivery is desired. ove /4 og J o-&/

| Print your name and address on the reverse C. S neture
8o that we can return the card to you. O agent
| Attach this card to the back of the mallplece, C D Add
on the front if space permits. .,
had D. lsdeclvefyachésdmmtmmnemn O Yes
| 1. Article Addressed to: d If YES, enter dellvery address below: 0 No

]
Carole Lynn Lovelace Hutchison'
P. 0. Box 431 3. Service Type

Capitan, NM B Certified Mail [ Express Malil
P ’ 88316 é Registerad [0 Return Receipt for Merchandise

O nsuredMall ] C.OD.
4. Restricted Delivery? (Exira Fes) O Yes

b A e cousns. PO 1600010 2798 195C

(Transfer from seivice label) :

PS Form 3811, March 2001 C%wwpm Recﬁ:ﬂ‘ ‘/ /{77(@’,?”/ 102565-01-M-1424




U.S. Postal Service
CERTIFIED MAIL RECEIPT

{Domestic Mail Only; No Insurance Coverage Provided)

S Fonm 3800, May |

M}

SENDER: COMPLETE THIS SECTION

1 Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery Is desired.

8 Print your name and address on the reverse
so that we can return the card to you. .

& Attach this card to the back of the mailp! Sl .
or on the front if space permits. w 4§

1. Article Addressed to:

/94 énmm

Bt tro, AR T4 2
City, Siate, ZIPM /1#/‘/)%""( l/ﬂ / ,

A. Recelved by (Please Print Clearty) B

C. Signature

D. Is dellvery adciress different from item 1?7 [ Yes

n
D .
L P L
n HORATIO. AR 71842 -
s Postage | $ .50 | UNIT 1D 0110
r~ Certifiad Foe
i 2,10
Return Receipt Fee \
S (Endorsement Required) 31.90 7}\
p ) A ©
e | Restricted Delivery Fee S xr ON’?
O (Fndorsement Required)
- \1 N
E Total Postage & Fees | 7.10 ‘ /01 (*\’\
.
—
o)
om)
]
r~

Sen Hoverso for Instrichans

te ot

If YES, enter defivery address below: I No
Noel Holt Lovelace
194 Central Road
3. Service Type
Horatio, AR 71842 Certified Mail [ Express Malil
3 Registered O Return Recelpt for Merchandise
3 Insured Mail Oc.oo.
4. Restricted Delivery? (Extra Fee) O ves
2. Asticle Number
(Transfer from service label) 7% E /é 7& . w/d !'7745 ' ﬂ 501
PS Form 3811, March 2004 # 44 / 5 ’l’c LF}etu % Y oepant 102595-01-M-1424
. { ]}



U.S. Postal Service
CERTIFIED MAIL RECEIPT

(Domestic Mail Only; No insurance Coverage Provided)

——8L70,-M4—gg34a -

Postage

Corlified Fee

Return Anceipt Fee
{Endorsemant Required)

Restrictad Delivary Fas
(Endarsemant Required)

Total Postage & Fees

7000 1k70 0010 2748 2494

COMPLETE THIS SECTION ON DELIVERY

A. Recetved by (Pleass Print Ciearly) | B. Dat Dell
* /1y

SENDER: COMPLETE THIS SECTION

u Complets items 1, 2, and 3, Also complete 5t ry

item 4 if Restricted Delivery Is desired.. . /
8 Print your name and address on the reveras
%0 thayt we can return the card to you. C. Signaturs D Agent
B Attach this card to the back of the malipiecs, X - O Addressee
or on the front if space permits.
D. Is deiivery dclliress different from Resq 17 O Yes
1. Article Addressed to: f YES, enter delivery address below:) 1 No

Dru Wynn Lovelace King
P. 0. Box 824

Alto, NM 88312 3.\‘§¢v‘ceType
Certified Mall [ Express Mail
Registered ' [J Return Receipt for Merchandise

Olnsured Maili 0 COD.
4. Restricted Delivery? (Extra Foe) [ Yes

2. Article Number 7m /é7O 50/0 ;3745 %94

(Transfer from service label)

,ps Form 3811, March 2001 wab ;_?:r;:eoz}p‘;' £ /ngt 1 102595-01-M-1424




U.S. Postal Service
CERTIFIED MAIL RECEIPT

{Domestic Mail Only; No Insurance Coverage Provided)

umncn N

TR Ty

Postage | $

Certified Fee

m%mg\

Raturn Racaipt Fee
{Eadarsamant Required)

Restrictnd Delivery Fee
{Endoraemeant Required)

Yolat Pastage A Fees

Sent To—

Street. 4ot Ne

City, Steta, ZIP

7000 1670 0010 2748 2u?e

PS F()un 1800, May 2n00

SENDER: COMPLETE THIS SECTION

® Complete items 1, Z, and 3, Also complete
~ item 4 If Restricted Dellvery is desired.

* W Print your name and address on the reverse

.

so that we can return the card to you.
& Attach this card to the back of the mailplece,
or on the front if space permits.

K

Sec [everse for Ingt-gctions

1. Article Addressed to:

’

Joan Collinson Deming
P. 0. Box 2329
Ruidoso, NM 88345

#3. ice Type
Certifled Mail

O Express Mail
O Registered 3 Retum Receipt for Merchandise
O3 insured Malt 0 C.OD.

4. Restricted Dellvery? (Extra Fes) O Yes

2. Article Number
(Transfer front service fabel) |

To08 169 ;?wrbf P72

PS Form 3811, March 2001 estl
<ot /4/4.«

Return R
<54

102595-01-M-1424

A /7)?0)!&}



U.S. Postal Service
CERTIFIED MAIL RECEIPT

(Domestic Mait Only: No Insurance Coverage Provided)

AV S PR
A, I B30RD

Postage

Certifled Fea |

Return Recalpt Fea
{Endorsement Requlred)

Regtricted Dellvery Fea
{Endorsemont Required) |.

Total Postage & Fees

Streat, Apt. No.;
or PO Box No.

Se‘ngo‘m Z////k!py SZIf‘f /'/.‘526 EFCya bun s £ \
Mgl TP 5 3686

7001 1940 0005 9573 3431

City, State, ZiP+ 4 : ’

SENDER: COMPLETE THIS SECTION

m Complete items 1, 2, and 3. Also complete
item 4 If Restricted Dellvery is desired.

R Print your name and address on the reverse
so that we can return the card to you.

W Attach this card to the back of the mailpiecs,
or on the front if space permits.

fHan 4 f?é.‘l.[./z."\_'{ /z

\

1. Article Addressed to:

Jean Collinson Suggs .

]

326 E. Greenhurst !
Nampa, ID 83686

O D
A. RocBiydd by (Pleaseg¥rint Ciearhy) | B. Date of Dellvery
- A
= [ ‘o
C. Signatu b
. O Agent
1
z 0 Addresses
D Is itferent from item 17 [ Yes
ITYES, enter gotifery address below:,, LI No ,
s 20
3. Service Type
Certified Mall ] Express Mall
Registered [ Return Receipt for Merchandise
[ insured Mait O c.oo.
4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number
(Transfer from service label)

Yol 1940 o625 9573 343/

PS Form 3811, March 2001

C,,Q ﬁorﬁ:ﬁm%?:{ Ur\. __‘ A? . ,mzsssm-u-uu



U.S. Pustal Service

CERTIFIED MAIL RECEIPT

(Domestic Mait Only: No Insurance Coverage Provided)

o [ L Blrsen, R385

Street, Apl No.;
or PO Box No.

S P LOTT

CHty, State, 21P+ 4

74 2o . W H I

-
ru
m Onf B 1AL USE
m Postage | § 3.50 | UNIT 1Dt ot1o
? Certified Feo 2.10
i Eeatmank
g &nmamu;::’ 1.5 /@L'g&n
o ferk:: KF
S s o \ D
= wwam $ 7.10 %\@1%‘0@ <
E; Sent To \ L
~
o)
o
r~

See Reverse for instructions

—

item 4 if Restricted Delivery is desired.
B Print your name and address on the reverse
so that we can return the card to you. .
| Attach this card to the back of the mallpiece,
or on the front it space permits.

1. Article Addressed to:

Carl L. Johnson
P. 0. Box 917
Tatum, NM 88267

SENDER: COMPLETE THIS SECTION
® Complete items 1, 2, and 3. Also complete

-

H{ D. 1s

differant from tem 17 [J Yes

It YES, enter delivery address below: [ No

3. ice Type
Certified Mall
O Registered

0O Insured Mail

O Express Mail
O Return Receipt for Merchandise
O c.o.D.

4. Restricted Delivery? (Extra Fee)

O Yes

2. Article Number
(Th!nskr Irom sendcé Iabol)

Y28 /%’_o

aw 5\ 98731 3927

PS Form 3811, March 2001

‘ -
~

Cad-Hod “HESH“Cn.t Agrotnea’

102565-01-M-1424



U.S. Postal Service

CERTIFIED MAIL RECEIPT

{Domestic Mail Only; No insurance Coverage Provided)

1 oY

Postage | $
Cortifiod Fea

Ratiitn Receipt Fee
{Fndorsament Required)

tm-vnc\pngze. MY—58304 - 1

Reastrictad Delivery Fee
(Fredorsement Arguired)

Totat Postage & Fees $

Sent To

Grr

7000 Lk70 0010 2748 24kS

0, 2044

PS Farm 3800, May 2000

SENDER: COMPLETE THIS SECTION

u Complete items 1, 2, and 3. Also complete
item 4 If Restricted Delivery is desired.

B Print your name and address on the reverse
so that we can return the card to you.

W Attach this card to the back of the mailpiece,
or on the front if space permits.

Anraeas, BH 933 yat

Pl ,J
See Raverse for instructions

COMPLETE THIS SECTION ON DELIVERY

ved by (Please Frint Clearly) | B. Date of Dslivery

A. Rec
Lrteen A pmeda e 1(~21~0I

C. Signature

X S odom ko S0

1. Article Addressed to:

Gary M. Lovelace

D. Is delivery address different from item 17 [ Yes

P. O. Box 781

Carrizozo, NM 88301

it YES, enter delivery address balow: [ No
3. Service Type
Certified Mall  [J Express Mail
O Reglstered O Return Receipt for Merchandise
O nsured Mail [J C.OD.
4. Restricted Delivery? (Extra Fee) O Yes

2. Article Number
(Transfer from service label)

Too I6T6 S0l6 2748 2465

PS Form 3811, March 2001

Ca T Yt U 1

102595-01-M-1424
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RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an oil or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this jDihday of Mﬂ.ﬂﬂtﬂ_, 2001. B@w 102478 E/)e,'g\/ Cc\mﬂiﬂu

b LA Ree ey - -
Address: p D B@K %qq

INDIVIDUAL ACKNOWLEDGMENT

STATE OF )
ss.
COUNTY OF ' )
This instrument was acknowledged before me on , 2001
by .

My Commission Expires:

Notary Public

e e R

CHRISTY L. LOUGCH 4
Notary Pubiic i

CORPORATE ACKNOWLE NT

STATE OF E)(CIS )
couNTY oF _Jarrant )
This instrument was acknowledged before me on A&!&ﬂzizel :3(3 , 2001

vy BUL H. Poweryman e Hesident of _&mﬂ_&m@q&mam/

My Commission Expires:

4-1-2002

11-14-01

State of Texas
Comm. Explres 04-11-2002




RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
a3 fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’'s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an o0il or gas interest.

This Ratification and Joinder of Unit Ag¢reement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this é2&5¥ day of November — 9001,

W%W

Ben Donegan Ruby Donega
Address: 3224 Candelaria NE

Albuquerque, NM 87107

INDIVIDUAL ACKNOWLEDGMENT

e e A

3 OFFICIA
STATE OF __NEW MEXICO ) \ MELISSA oLLiﬁglén
88, ¢ NOTARY PUBLIC
COUNTY OF __BERNALILLO ) STATE OF

This instrument was acknowledged before me on _November 52/ , 2001

by Ben and Ruby Donegan .

My Commission Expires: L )
a-
00/00/7-003 YMM y (kgg [ :‘

Notary Public

CORPORATE ACKNOWLEDGMENT

STATE OF )
ss.

COUNTY OF )

This instrument was acknowledged before me on , 2001

by as of .

My Commission Expires:

Notary Public

11-14-01



RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an o0il or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this Q‘H" day of Nevember , 2001. E. S. Mayer & Sons, Ltd.
T Half-Circle Ranch, Inc.-General Partner

By Sipte ks MWouxs Sec [Trens,
P. O. &x 174?

Address:

San Angelo, TX 76902

INDIVIDUAL ACKNOWLEDGMENT

STATE OF _Texas )

8S.
COUNTY OF Tom Green )

This instrument was acknowledged before me on _Noveamber 20 = 2001

by Stephen K. Mayer

My Commission Expires:

Notary lic

"y, VALETAK. BEARDSLEY
Y NOTARY PUBLIC

§ STATE OF TEXASLUE
My Comm, Exp. 10-17-2005

ssl
COUNTY OF )
This instrument was acknowledged before me on s 2001
by as of .

My Commission Expires:

Notary Public

11-14-01



RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an oil or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this 5 d day of December = 9001,

FrizzeZ} Exploratiigffi:pany 11
By £ iz('

Jac . Frizzell, General’Partner
A ess: 241 Pine, Suite 6-A

Abilene, Texas 79601

INDIVIDUAL ACKNOWLEDGMENT

STATE OF )
8s.
COUNTY OF )
This instrument was acknowledged before me on y 2001
by .

My Commission Expires:

.Notary Public

CORPORATE ACKNOWLEDGMENT
STATE OF _TEXAS )

88.
COUNTY OF _TAYLOR )

This instrument was acknowledged before me on _ December 3 , 2001

by Jack Q. Frizzell ag General Partner of Frizzell Exploration mepany 11

N .
t“)énzﬁv /éﬁibéé/fz‘t’tdéf

- //INotar# Public

My Commission Expires: .
FrTar I copaVENSBINCE

moa, 2w E D

e ainy Gt
b 1

Basoneed '3

o
o

]

11-14-01 LT T e



c N JO F EEMEN

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an oil or gas interest.

This Ratification and Joinder of Unit Agreewent, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors; assigns or successors.

EXECUTED this 3rd  day of _December . 2001,

In
By .

Pre51dent '

Bi O
.~Addresls~ 2’4 Bt 2(2/

%/m WC?%/

VIDUAL_ACKNOWL N

STATE OF )
’ 88,
COUNTY OF )
This instrument was acknowledged before me on y 2001
by '

My Commission Expires:

Notary Public

CORPORATE ACKNOWLEDGMENT

STATE OF TEXAS )

COUNTY OF __ TAYIOR ) o

This instrument was acknowledged before me on _December 3 , 2001

by _Bill O. Wood ag President of Integras Resources, Inc.

My Commission Explres.

wa%#tj f;;tlp¢{21 ;/égiié«L{ngb4/l;

’UIJ' DU{ ﬁ"\'\' / A
stare PUBIic, 3. of Texas Notary/ Public

"y Commission Exp. 10-09 }wy

s "?9’03'9&..0‘.3.‘0....




RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an o0il or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this 27 day of _November , 2001.
By  Jacobs Exploration, Ltd

By Woglfereek Manag t, L.L.C., Gen Ptnr
By: §Eéziv Aéﬁ@JK,

v T
Address: P.0O.Box 1178
Albany, TX 76430

INDIVIDUAL ACKNOWLEDGMENT

STATE OF )

COUNTY OF

This instrument was acknowledged bef y 2001

by

My Commission Expi

/

STATE OF _ TEXAS

‘Notary Public

CORPORATE ACKNOWLEDGMENT

‘ss.
COUNTY OF SHACKELFORD

This instrument was acknowledged before me on _ NOVEMBER 27 = 2001

Wolfcreek Management, L.L.C.
by GLENN A. P]CQUET as VICE PRESIDENT of an Oregon limited \iability company

My Commission Expires:

,‘ 197 / / . .
(éZZiﬂ&LQ,fq‘ y%;}b&llijL

Notary Public

MY COMMISSION EXPIRES
July 29, 2005

A
17818



TIF ION JOI OoF AGRE T

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
intereata in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitiged substances, covering any lands within the Unit Area the undersigned may
he found to have an oil or gas interesat.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devigees, executoras, assigns or successors.
EXECUTED this a3 day of . . s 2001.
JHJ EXPLORATION, LTD.

Bﬁ; AVJ Exp%;;iizfé:gfyp., General Partuner

Addfegs:Jonégj>J&-g\khairman
P.O.

O~bok 7387

AlBany, TX 706430

NDIV L A L

STATE OF )

8s.
COUNTY OF ' )
This instrument was acknowledged before me on s 2001
by .
My Commission Expires:

Notary Public
RPQ ENO NT

STATE OF TEXAS ) ,

8s.
COUNTY OF SHACKELFORD )
This instrument was acknowledged before me on November 23 , 2001
by _A.V. Jones, Jr. as Chajrman of AVJ Exploration Corp,, General Partr

on behalf of JHJ Exploration, Ltd., a Texas limited partnership.
sion Expires: ¢

/ | 4 ? ) ~ .
S qunoe o (st Tegant

—% )% Notary Public, State of Texas {Notary Public J {
O My (ommission Exp 05-09-03




RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Adreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’'s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an o0il or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this /% day of November , 2001. mo/\u/\
By %@%ﬂéﬁ_
Steph D. N Nancy J. Nolan

Address: 6821 Augusta Hills Drive

Rio Rancho, NM 87124

OFFICIAL SEAL |
MELISSA OLANDER

) s
STATE OF NEW MEXICO ) =Y state FRY m%%co

88. { My Commission Expires_ﬁ@
COUNTY OF BERNALILLO ) - - opouh

This instrument was acknowledged before me on November4JC& s 2001

INDIVIDUAL ACKNOWLEDGMENT

by Stephen D. and Nancy J. Nolan.

My Commission Expires: \\7/yt"Q*AL;6kJ
O"z‘)@ /2003 QQQ,«&:L,\_

Notary Public

CORPORATE ACKNOWLEDGMENT

STATE OF )
88.
COUNTY OF )
This instrument was acknowledged before me on , 2001
by as of .

My Commission Expires:

Notary Public

11-14-01



RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confires said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an o0il or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this 48" day of Noyembec, 2001.

Saxon 0L Compavy
By
Address: 95950 E)ﬁx Kshire Lane Ste. 530

Dadlos ™ 75225

INDIVIDUAL ACKNOWLEDGMENT

STATE OF )
8S.
COUNTY OF )
This instrument was acknowledged before me on s 2001
by .

My Commission Expires:

Notary Public

CORPORATE ACKNOWLEDGMENT . n A a.

— { o\ MELISSA L. BANKS

STATE OF Lexos ) 4 NOTARY PUBLIC §
ss. : State of Texas ¢

COUNTY OF __ {Daflas ) B o, Exp. 03-17-2002 ¢

This instrument was acknowledged before me on /\{ (me\hef 28 , 2001

by S)ﬁ&/a\ SOLXD(\ as P(&‘jn‘dr’(* of ; igx(m (21! { Qm‘gang.
My Commission Expires:
3|i1)oz W’moﬂ

Not‘ary Public

11-14-01



TIF 10N JOI1 OF AGR T

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undergigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an oil or gae interest.

This Ratification and Joinder of Unit Agreement, shell be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this __26 day of _ Nov. y 2001.
TUCKER-SCULLY INTERESRXS, LTD.

Byi‘ijgf:P Intexé s /Inc., General Partner

Donald R. Fitzgibbons, CFO
Address: P.0. Box 787

Albany, TX 76430

NDIV L AC LE

STATE OF )

88.
COUNTY OF ' )
This instrument was acknowledged before me on s 2001
by .
My Commission Expires:

Notary Public
RPO)! KNO

STATE OF TEXAS )

8s.
COUNTY OF SHACKELFORD )

This instrument was acknowledged before me on November 26 ., 2001

by Donsgld R. Fitzgibbons as CFO of _ Tucker Interests, Inc,, General Partn
of TUCKER-SCULLY INTERESTS, LTD., A Texas limited partnership.

My Commission Expires:

Notary Public

T 14 N



RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’'s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in

unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an 0il or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this0) mday of /10, 2001.

By Odw‘/,cféu A/Lm%w//u
Ve \
Address: /0 2 '%#l;ZéQLJ’CQQA«i
CJme,a/ N rn §7780 /

INDIVIDUAL ACKNOWLEDGMENT

state of __/ )11 )
) . SS.
comnty of _OO(0 i)
This instrument was acknowledged before me on / l’c;43 , 2001

by Tedeth Ann logtlo G
My Commission Expires:

[Jb(f (O3 %U/) - Ql\,@\g

Notary Public

CORPORATE ACKNOWLEDGMENT

STATE OF )
88.
COUNTY OF )
This instrument was acknowledged before me on y 2001
by as of .

My Commission Expires:

Notary Public

11-14-01



RATIFICATION AND JOINDER OF UNIT AGREEMENT

In consideration of the execution of the Unit Agreement for the Development
and Operation of the Cat Head Mesa Unit Area, County of Socorro, State of New
Mexico, dated November 1, 2001, in form approved on behalf of the Secretary of
the Interior, the undersigned (whether one or more) hereby expressly joins said
Unit Agreement and ratifies, approves, adopts, and confirms said Unit Agreement
as fully as though the undersigned had executed the original agreement.

This Ratification and Joinder shall be effective as to the undersigned’s
interests in any lands and leases, or interests therein, and royalties presently
held or which may arise under existing option agreements or other interests in
unitized substances, covering any lands within the Unit Area the undersigned may
be found to have an o0il or gas interest.

This Ratification and Joinder of Unit Agreement, shall be binding upon the
undersigned, his, her or its heirs, devisees, executors, assigns or successors.

EXECUTED this «%% day of {les. etfoca2

INDIVIDUAL ACKNOWLEDGMENT

STATE OF [ &EXAS )
S8.
COUNTY OF &£/  Phs- )

This instrument was acknowledged before me on DECemper 4 , 2001

by L VLA / A(m(/e»? TEVE TEE

My Commission ExpinfesEi.
. .»"-\Qﬁ

CORINE MINJAREZ
Notary Pubtic

[~

.....

Cﬁ"u./ruu Ninyg e 3

Notary Public 7

CORPORATE ACENOWLE NT
STATE OF )
ss.
COUNTY OF )
This instrument was acknowledged before me on , 2001
by as of .

My Commission Expires:

11-14-01

Notary Public
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT
THIS AGREEMENT, entered into by and between __Primero Operating, Inc. ,
hereinafter designated and referred to as "Operator,’ and the signatory party or parties other than Operator, sometimes
hereinafter referred to individually as "Non-Operator," and collectively as "Non-Operators.”
WITNESSETH:
WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land

identified in Exhibit "A" and the parties hereto have reached an agrecement to explore and develop these Leases and/or Oil
and Gas Interests for the production of Oil and Gas to the extent and as hereinafier provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L.
DEFINITIONS

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

A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs to be incurred in conducting an operation hereunder.

B. The term "Completion" or "Complete” shall mean a single operation intended to complete a well as a producer of Oil
and Gas in one or more Zones, including, but not limited to, the setting of production casing, perforating, well stimulation
and production testing conducted in such operation.

C. The term "Contract Area" shall mean all of the lands, Oil and Gas Leases and/or Oil and Gas Interests intended to be
developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas
Interests are described in Exhibit "A."

D. The term "Deepen" shall mean a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the
lesser.

E. The terms "Drilling Party" and "Consenting Party” shall mean a party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agreement.

F. The term "Drilling Unit" shall mean the area fixed for the drilling of one well by order or rule of any state or federal
body having authority. If a Drilling Unit is not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties.

G. The term "Drillsite" shall mean the Oil and Gas Lease or OQil and Gas Interest on which a proposed well is to be
located.

H. The term "Initial Well" shall mean the well required to be drilled by the parties hereto as provided in Article VLA,

I. The term "Non-Consent Well" shall mean a well in which less than all parties have conducted an operation as
provided in Article VL.B.2.

J. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate in a
proposed operation.

K. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or all other liquid or gaseous
hydrocarbons and other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is
specifically stated.

L. The term "Oil and Gas Interests" or "Interests” shall mean unleased fee and mineral interests in Oil and Gas in tracts
of land lying within the Contract Area which are owned by parties to this agreement.

M. The terms "Oil and Gas Lease," "Lease" and "Leasehold" shall mean the oil and gas leases or interests therein
covering tracts of land lying within the Contract Area which are owned by the parties to this agreement.

N. The term "Plug Back" shall mean a single operation whereby a deeper Zone is abandoned in order to attempt a
Completion in a shallower Zone.

O. The term "Recompletion” or "Recomplete” shall mean an operation whereby a Completion in one Zone is abandoned
in order to attempt a Completion in a different Zone within the existing wellbore.

P. The term "Rework" shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, or improve production in a Zone which is currently open to production in the wellbore. Such operations include, but
are not limited to, well stimulation operations but exclude anmy routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, Recompleting, or Plugging Back of a well.

Q. The term "Sidetrack" shall mean the directional control and intentional deviation of a well from vertical so as to
change the bottom hole location unless done to straighten the hole or drill around junk in the hole to overcome other
mechanical difficulties.

R. The term "Zone" shall mean a stratum of earth containing or thought to contain a common accumulation of Oil and
Gas separately producible from any other common accumulation of Oil and Gas.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the word "person" includes
natural and artificial persons, the plural includes the singuiar, and any gender includes the masculine, feminine, and neuter.

ARTICLE II.

EXHIBITS
The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
X A. Exhibit "A," shall include the following information:

(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,
(4) Percentages or fractional interests of parties to this agreement,
(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement,
(6) Burdens on production.

s R
3

X C. Exhibit "C," Accounting Procedure.

X D. Exhibit "D," Insurance.

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

X F. Exhibit "F," Non-Discrimination and Certification of Non-Segregated Facilities.

Y Ta Rl
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H. Other:
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If any provision of amy exhibit, except Exhibits "E," "F" and "G," is inconsistent with any provision contained in
the body of this agreement, the provisions in the body of this agreement shall prevail.
ARTICLE IIL
INTERESTS OF PARTIES
A. Oil and Gas Interests:
If any party owns an Oil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this

mutually agreed to by the parties
&l (%as yLegase F R

fnpy n
>

agreement and during the term hereof as if it were covered by / a;lcie form of Oil an
and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder.
B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their
interests are set forth in Exhibit "A." In the same manner, the parties shall also own all production of Oil and Gas from the
Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Qil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Contract Area up to, but not in excess of,
the burdens set out in Exhibit “A” and shall indemnify, defend and hold the other parties free from any liability therefor.

Nothing contained in this Article I[L.B. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in
said Leaseholds shall be deemed separate leasehold interests for the purposes of this agreement.

C. Subsequently Created Interests:

If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security
for the payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production
payment, net profits interest, assignment of production or other burden payable out of production attributable to its working
interest hereunder, such burden shall be deemed a "Subsequently Created Interest." Further, if any party has contributed
hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden
payable out of production created prior to the date of this agreement, and such burden is not shown on Exhibit "A)" such
burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article 111.B. above.

The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Party") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other
parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses
chargeable hereunder, all provisions of Article VII.B. shall be enforceable against the Subsequently Created Interest in the
same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agreement to assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the
production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV.
TITLES
A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and,
if a majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working
interest, minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing
Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shall furnish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession free of
charge. All such information not in the possession of or made available to Operator by the parties, but necessary for the
examination of the title, shall be obtained by Operator. Operator shall cause title to b% peé(:rpgnfl%s})y attorneys on its staff or
by outside attorneys. uCg?ics of all lt;tl?eeoé)ini%ns shall be furnished to each Drilling Party./ " Costs incurred by Operator in

. curative materia and expenses paid to landmen
procuring abstracts, / frees paid outside attorneys p%or nB

e examination (including preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling
Parties in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such
interests appear in Exhibit "A." Operator shall make no charge for services rendered by its staff attorneys or other personnel
in the performance of the above functions. A
erator . diligently | . . . .
Each—party / s?lalfl be responsible for g sec)lermg curative matter and pooling amendments or agreements required in
connection with Leases or Oil and Gas Interests contributed by suehe7cpany. Operator shall be responsible for the preparation
and recording of pooling designations or declarations and communitization agreements as well as the conduct of hearings
before governmental agencies for the securing of spacing or pooling orders or any other orders necessary or appropriate to
the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf at such hearings.
Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings before governmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct
charges to the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."
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No well shall be drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been examined as above provided, and (2) the title has been approved by the examining attorney or title has been accepted by
all of the Drilling Parties in such well.

B. Loss or Failure of Title:

3. Other Losses: All losses of Leases or Interests committed to this agreement, other than those set forth in Articles
IV.B.1. and IV.B.2. above, shall be joint losses and shall be borne by all parties in proportion to their interests shown on
Exhibit "A." This shall include but not be limited to the loss of any Lease or Interest through failure to develop or because
express or implied covenants have not been performed (other than performance which requires only the payment of money),
and the loss of any Lease by expiration at the end of its primary term if it is not renewed or extended. There shall be no
readjustment of interests in t}lle remaining portion of the Contract Area on account of any joint loss.

title to any Lease or Interest
4. Curm Tltle In tsﬁe event o 37 S o fle-unde
Lease or Interest / acqulred ﬁ)y any party hereto

Such | ease (tlf ) partles fisted on' Exhibjt «
er—was—lest / shall be o ered at cost to the /

shall not apply to such acquisition.

- and the provisions of Article VIII.B.
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:
Primero Operating, Inc. shall be the Operator of the Contract Area, and shail conduct

and direct and have full control of all operations on the Contract Area as permitted and required by, and within the limits of
this agreement. In its performance of services hereunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the
Non-Operators with authority to bind them to any obligation or liability assumed or incurred by Operator as to any third
party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike
manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and
regulation, but in no event shall it have any liability as Operator to the other parties for losses sustained or liabilities incurred
except such as may result from gross negligence or willful misconduct.
B. Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator. Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a
successor. Operator may be removed enly fora/néood cause by the affirmative vote of Non-Operators owning a majority interest
based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of Operator; such vote shall not be
deemed effective until a written notice has been delivered to the Operator by a Non-Operator detailing the alleged default and
Operator has failed to cure the default within thirty (30) days from its receipt of the notice or, if the default concerns an

" n

operation then being conducted, within forty-eight (48) hours of its receipt of the notice. -

on hed-in-Article A

Subject to Article VILD.1,, such resignation or removal shall not become effective until 7:00 o'clock AM. on the first
day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator
or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of
Operator at an earlier date. Operator, after effective date of resignation or removal, shall be bound by the terms hereof as a
Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single
subsidiary, parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be selected by the parties. The successor Operator shall be selected from the parties owning an

interest in the Contract Area at the time such successor Operator is selected. The successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A";
provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of the party or parties owning a majority
interest based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was
removed or resigned. The former Operator shall promptly deliver to the successor Operator all records and data relating to
the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
account.

3. Effect of Bankruptcy: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. If a petition for relief under the federal
bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all
Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or
assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in
possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators,
except the selection of a successor. During the period of time the operating committee controls operations, all actions shall
require the approval of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A." In
the event there are only two (2) parties to this agreement, during the period of time the operating committee controls
operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be selected as a
member of the operating committee, and all actions shall require the approval of two (2) members of the operating
committee without regard for their interest in the Contract Area based on Exhibit "A."

C. Employees and Contractors:

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

D. Rights and Duties of Operator:
1. Competitive Rates and Use of Affiliates: All wells drilled on the Contract Area shall be drilled on a competitive

contract basis at the usual rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate of such charges
shall be agreed upon by the parties in writing before drilling operations are commenced, and such work shall be performed by
Operator under the same terms and conditions as are customary and usual in the area in contracts of independent contractors
who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties of Operator
shall be performed or supplied at competitive rates, pursuant to written agreement, and in accordance with customs and
standards prevailing in the industry.

2. Discharge of Joint_Account Obligations: Except as herein otherwise specifically provided, Operator shall promptly pay

and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C."
Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and charges and credits
made and received.

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts
of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in
respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or

materials supplied.

4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator. either for the conduct of operations hereunder or as a result of the sale of production from the
Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator
and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
parties otherwise specifically agree.

5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator

or its duly authorized representative, at the Non-Operator's sole risk and cost. full and free access at all reasonable times to
all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
operations conducted thereon or production therefrom, including Operator's books and records relating thereto. Such access
rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
Operator to furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such
interpretive data was charged to the joint account. Operator will fumish to each Non-Operator upon request copies of any
and all reports and information obtained by Operator in connection with production and related items, including, without
limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the
information. ~ Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6. Filing_and Furnishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to
each requesting Non-Operator not in default of its payment obligations, all operational notices. reports or applications
required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder.
Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not
limited to the [nitial Well:

(a) Operator will promptly advise Non-Operators of the date on which the well is spudded. or the date on which
drilling operations are commenced.

(b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well
as the Non-Operators shall reasonably request. including, but not limited to, daily drilling reports, completion reports. and well logs.

{c) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing
Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted
hereunder.

8. Cost Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs
incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement.
Operator shall not be held liable for errors in such estimates so long as the estimates are made in good faith.

9. Insurance: At all times while operations are conducted hereunder, Operator shall comply with the workers
compensation law of the state where the operations are being conducted: provided. however, that Operator may be a self-
insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
be as provided in Exhibit "C." Operator shall also carry or provide insurance for the benefit of the joint account of the parties
as outlined in Exhibit "D" attached hereto and made a part hereof. Operator shall require all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducted
and to maintain such other insurance as Operator may require.

In the event automobile liability insurance is specified in said Exhibit "D." or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive
equipment.

ARTICLE V1.
DRILLING AND DEVELOPMENT
A. Initial Well:

The Initial Well herein shall be the Initial Test Well as provided for in the Cat Head Mesa Unit Agreement No. NMNM106852X,
dated effective November 1, 2001, to which this Agreement is attached.

B. Subsequent Operations:

1. Proposed Operations: If any party hereto should desire to drill any well on the Contract Area other than the Initial Well, or
if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of
producing in paying quantities in which such party has not otherwise relinquished its interest in the proposed objective Zone under
this agreement, the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written

notice of the proposed operation to the parties who have not otherwise relinquished their interest in such objective Zone
-5-
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to
Rework, Sidetrack, Recomplg}ve, Plu% Bac% or Deepen llnay be given by telephone and the response period shall be limited to forty-
eight (48)heours;—exclusive / 0 nstgfu(r)(lil;y(, g%ul]] z;lyrsa’u%ldwlggsgl,eholidays. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation.
Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered to all parties
within the time and in the manner provided in Article VL.B.6.

If all parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be
contractually committed to participate therein provided such operations are commenced within the time period hereafter set
forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as
promptly as practicable after the expiration f)‘getxll]tcy-/fo T hour period when a drilling rig is on location, as the case
may be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon written notice of same
by Operator to the other parties, for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such
additional time is reasonably necessary to obtain permits from governmental authorities, surface rights (including rights-of-
way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or
acceptance. If the actual operation has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct
said operation, written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Parties in accordance with Article VI.B.4. in the event of a Deepening operation and in accordance
with Article VI.B.S. in the event of a Sidetracking operation.

2. Operations by Less Than All Parties:

(a) Determination of Participation. [f any party to whom such notice is delivered as provided in Article VIB.1. or
VI.C.1. (Option No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this
Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (?‘9%“(2?2?0 alfte2r4the expiration of the notice period of thirty (30) days (or as promptly as practicable after the

expiration of the / hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting
Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Parties shall either: (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties, or (ii) designate one of the Consenting Parties as Operator to perform such work. The
rights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and conditions of this
agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the
applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its
recommendtz:sieol?ty_ mtl(l). vzv‘la)ether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party,
within / feﬁ—y—eﬁgh!—@-é Hours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
proposing party of its desire to (i) limit participation to such party's interest as shown on Exhibit "A" or (ii) carry only its
proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Parties in
the Contract Area) of Non-Consenting Parties' interests, or (iii) carry its proportionate part (determined as provided in (ii)) of
Non-Consenting Parties' interests together with all or a portion of its proportionate part of any Non-Consenting Parties'
interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Parties that is not carried by a
Consenting Party shall be deemed to be carried by the party proposing the operation if such party does not withdraw its
proposal.  Failure to advise the proposing party within the time required shall be deemed an election under (i). In the event a
drilling rig twilin(t);‘-fl)oucraﬁfgj notice may be given by telephone, and the time permitted for such a response shall not exceed a
total of / feﬁy—e&gm—(-ss-) hours (exclusive of Saturday, Sunday and legal holidays). The proposing party, at its election, may
withdraw such proposal if there is less than 100% participation and shall notify ail parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties
of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VI.B.1., subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be
borne by the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operation results
in a dry hole, then subject to Articles VI.B.6. and VLE.3., the Consenting Parties shall plug and abandon the well and restore
the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Parties that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantities, the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk, and the
well shall then be turned over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the
expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworking,
Sidetracking, Recompleting, Deepening or Plugging Back of any such well by Consenting Parties in accordance with the
provisions of this Article, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, and the
Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-
Consenting Party's interest in the well and share of production therefrom or, in the case of a Reworking, Sidetracking,
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VLC.1. Option No. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not elect
to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and excise taxes,
royalty, overriding royalty and other interests not excepted by Article IILC. payable out of or measured by the production
from such well accruing with respect to such interest until it reverts), shall equal the total of the following:

(i)__500 _ % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and
piping), plus 100% of each such Non-Consenting Party's share of the cost of operation of the well commencing with first
production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other
provisions of this Article, it being agreed that each Non-Consenting Party's share of such costs and equipment will be that
interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning
of the operations; and

(i) _500 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIILC,
and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections),
which would have been chargeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything to the contrary in this Article VLB, if the well does not reach the deepest objective Zone
described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable
substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each
Non-Consenting Party who submitted or voted for an alternative proposal under Article VIB.6. to drill the well to a
shallower Zone than the deepest objective Zone proposed in the notice under which the well was drilled, and each such Non-
Consenting Party shall have the option to participate in the initial proposed Completion of the well by paying its share of the
cost of drilling the well to its actual depth, calculated in the manner provided in Article VL.B.4. (a). If any such Non-
Consenting Party does not elect to participate in the first Completion proposed for such well, the relinquishment provisions
of this Article VL.B.2. (b) shall apply to such party's interest.

(¢) Reworking, Recompleting or Plugging Back. An election not to participate in the drilling, Sidetracking or
Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in
such a well, or portion thereof, to which the initial non-consent election agggﬁght?izgetirsaccﬁ?lducteg at apy time prior to full
recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount./ gOSrim?leag]e;:man election not to
participate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking
operation proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at
any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount. Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the
cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties __ 500_ % of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to
such Non-Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is
proposed during such recoupment period, the provisions of this Article VI.B. shall be applicable as between said Consenting
Parties in said well.

(d) Recoupment Matters. During the period of time Consenting Parties are entitled to receive Non-Consenting Party's
share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem,
production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepted by Article I1L.C.

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting
Parties shall be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged, and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each
party receiving its proportionate part in kind or in value, less cost of salvage.

Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations
for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to
the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; or, at its option, the operating party, in lieu of an itemized statement
of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time the
Consenting Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of
the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from
the sale of the well's working interest production during the preceding month. In determining the quantity of Qil and Gas
produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or
periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with
any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited
against the total unreturned costs of the work done and of the equipment purchased in determining when the interest of such
Non-Consenting Party shall revert to it as above provided;, and if there is a credit balance, it shall be paid to such Non-
Consenting Party.

If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest the amounts provided
for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 am. on the day
following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall
own the same interest in such well, the material and equipment in or pertaining thereto, and the production therefrom as
such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking, Reworking,
Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Consenting Party shall be charged with and
shall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this
agreement and Exhibit "C" attached hereto.

3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have
been completed and the results thereof furnished to the parties, or when operations on the well have been otherwise
terminated pursuant to Article VLF., stand-by costs incurred pending response to a party's notice proposing a Reworking,
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Article VLB.6. to resolve competing proposals) shall be charged and borne as part of the drilling or Deepening
operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted,
whichever first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms
of the second grammatical paragraph of Article VL.B.2. (a), shall be charged to and borne as part of the proposed operation,
but if the proposal is subsequently withdrawn because of insufficient participation, such stand-by costs shall be allocated
between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bears to the total
interest as shown on Exhibit "A" of all Consenting Parties.

In the event that notice for a Sidetracking operation is given while the drilling rig to be utilized is on location, any party
may request and receive up to five (5) additional days afier expiration of the forty-eight hour response period specified in
Article VLB.1. within which to respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may require such party to pay the estimated stand-by time in advance as a condition to extending
the response period. If more than one party elects to take such additional time to respond to the notice, standby costs shall be
allocated between the parties taking additional time to respond on a day-to-day basis in the proportion each electing party's
interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties.

4. Deepening: If less than all parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed
pursuant to Article VILB.1, the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Article
VLB.2. shall relate only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone
of which the parties were given notice under Article VL.B.1. ("Initial Objective”). Such well shall not be Deepened beyond the
Initial Objective without first complying with this Article to afford the Non-Consenting Parties the opportunity to participate
in the Deepening operation.

In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective,
such party shall give notice thereof, complying with the requirements of Article VIB.1, to all parties (including Non-
Consenting Parties). Thereupon, Articles VI.B.1. and 2. shall apply and all parties receiving such notice shall have the right to
participate or not participate in the Deepening of such well pursuant to said Articles VIB.1. and 2. If a Deepening operation
is approved pursuant to such provisions, and if any Non-Consenting Party elects to participate in the Deepening operation,
such Non-Consenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities, such Non-Consenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of costs
and expenses incurred in connection with the drilling of said well from the surface to the Initial Objective which Non-
Consenting Party would have paid had such Non-Consenting Party agreed to participate therein, plus the Non-Consenting
Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this Agreement; provided, however, all costs for testing and Completion or attempted Completion of the well
incurred by Consenting Parties prior to the point of actual operations to Deepen beyond the Initial Objective shall be for the
sole account of Consenting Parties.

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing
in paying quantities, but is no longer capable of producing in paying quantities, such Non-Consenting Party shall pay (or
reimburse Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Completing, and
equipping said well from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above, less
those costs recouped by the Consenting Parties from the sale of production from the well. The Non-Consenting Party shall
also pay its proportionate share of all costs of re-entering said well. The Non-Consenting Parties' proportionate part (based
on the percentage of such well Non-Consenting Party would have owned had it previously participated in such Non-Consent
Well) of the costs of salvable materials and equipment remaining in the hole and salvable surface equipment used in
connection with such well shall be determined in accordance with Exhibit "C." If the Consenting Parties have recouped the
cost of drilling, Completing, and equipping the well at the time such Deepening operation is conducted, then a Non-
Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to re-entering the
well for Deepening

The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non-Consent Well prior
to the drilling of such well to its [nitial Objective without the consent of the other Consenting Parties as provided in Article
VLFE.

5. Sidetracking: Any party having the right to participate in a proposed Sidetracking operation that does not own an
interest in the affected wellbore at the time of the notice shall, upon electing to participate, tender to the wellbore owners its
proportionate share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing wellbore
to be utilized as follows:

(a) If the proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs
incurred in the initial drilling of the well down to the depth at which the Sidetracking operation is initiated.

(b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such party's proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth
at which the Sidetracking operation is conducted, calculated in the manner described in Article VIB.4(b) above. Such party's
proportionate share of the cost of the well's salvable materials and equipment down to the depth at which the Sidetracking
operation is initiated shall be determined in accordance with the provisions of Exhibit "C."

6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, if any party desires to
propose the conduct of an operation that conflicts with a proposal that has been made by a party under this Article VI, such
party shall have fifteen (15) days from delivery of the initial proposal, in the case of a proposal to drill a well or to perform
an operation on a well where no drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such operation is to be
conducted, to deliver to all parties entitled to participate in the proposed operation such party's alternative proposal, such
alternate proposal to contain the same information required to be included in the initial proposal. Each party receiving such
proposals shall eject by delivery of notice to Operator within five (5) days after expiration of the proposal period, or within
twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that is the
subject of the proposals, to participate in one of the competing proposals. Any party not electing within the time required
shall be deemed not to have voted. The proposal receiving the vote of parties owning the largest aggregate percentage
interest of the parties voting shall have priority over all other competing proposals; in the case of a tie vote, the
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initial proposal shall prevail. Operator shall deliver notice of such result to all parties entitled to participate in the operation
within five (5) days after expiration of the election period (or within twenty-four (24) hours, exclusive of Saturday, Sunday
and legal holidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on location) from receipt of such notice to elect by delivery of notice to Operator to participate in such operation or to
relinquish interest in the affected well pursuant to the provisions of Article VI.B.2.; failure by a party to deliver notice within
such period shall be deemed an election not to participate in the prevailing proposal.

7. Conformity to Spacing Pattern. Notwithstanding the provisions of this Article VLB.2., it is agreed that no wells shall be
proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract

Area is producing, unless such well conforms to the then-existing well spacing pattern for such Zone.

8. Paying Wells. No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantities except
with the consent of all parties that have not relinquished interests in the well at the time of such operation.

C. Completion of Wells; Reworking and Plugging Back:

1. Completion: Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well
drilled, Deepened or Sidetracked pursuant to the provisions of Article VL.B.2. of this agreement. Consent to the drilling,
Deepening or Sidetracking shall include:

B—Option—Ne—t—All—necessary—expendi

M  Option No. 2; All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When
such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the results
thereof furnished to the parties, Operator shall give immediate notice to the Non-Operators having the right to
participate in a Completion attempt whether or not Operator recommends attempting to Complete the well,
together with Operator's AFE for Completion costs if not previously provided. The parties receiving such notice
shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of
notice to Operator to participate in a recommended Completion attempt or to make a Completion proposal with an
accompanying AFE. Operator shall deliver any such Completion proposal, or any Completion proposal conflicting
with Operator's proposal, to the other parties entitled to participate in such Completion in accordance with the
procedures specified in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all
necessary expenditures for the Completing and equipping of such well, including necessary tankage and/or surface
facilities but excluding any stimulation operation not contained on the Completion AFE. Failure of any party
receiving such notice to reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the Completion attempt; provided, that Article VI.B.6. shall control in the case of
conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a Completion, the
provision of Article VLB.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging
Back" as contained in Article VI.B.2. shall be deemed to include "Completing”) shall apply to the operations
thereafter conducted by less than all parties, provided, however, that Article VI.B.2. shall apply separately to each
separate Completion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting
Party as to one Completion or Recompletion attempt shall not prevent a party from becoming a Consenting Party
in subsequent Completion or Recompletion attempts regardless whether the Consenting Parties as to earlier
Completions or Recompletion have recouped their costs pursuant to Article VILB.2.; provided further, that any
recoupment of costs by a Consenting Party shall be made solely from the production attributable to the Zone in
which the Completion attempt is made. Election by a previous Non-Consenting party to participate in a subsequent
Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt,
insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a
Completion attempt.

2. Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Article VILB.2. of this agreement. Consent to the Reworking,
Recompleting or Plugging Back of a well shall include all necessary expenditures in conducting such operations and
Completing and equipping of  said well, including necessary tankage and/or surface facilities.
D. Other Operations:

Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of _ Twenty-Five
Thousand and No/100 Dollars ($_25,000.00 ) except in connection with the
drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that has been previously
authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the
emergency to the other parties. If Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so

requesting an information copy thereof for any single project costing in excess of __Fifteen Thousand and No/100 Dollars
($__15,000.00 ). Any party who has not relinquished its interest in a well shall have the right to propose that

Operator perform repair work or undertake the installation of artificial lift equipment or ancillary production facilities such as
salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but
not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall
be governed by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the
amount first set forth above in this Article VI.D. (except in connection with an operation required to be proposed under
Articles VLB.I. or VI.C.1. Option No. 2, which shall be governed exclusively be those Articles). Operator shall deliver such
proposal to all parties entitled to participate therein. If within thirty (30) days thereof Operator secures the written consent
of any party or parties owning at least 66.67 % of the interests of the parties entitled to participate in such operation,
each party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay its proportionate share of the costs of the proposed project as if it had consented to such project pursuant to the terms
of the proposal.
E. Abandenment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant to Article VLB.2., any well which has
been drilled or Deepened under the terms of this agreement and is proposed to be completed as a dry hole shall not be
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plugged and abandoned without the consent of all parties. Should Operator, after diligent effort, be unable to contact any
party, or should any party fail to reply within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after
delivery of notice of the proposal to plug and abandon such well, such party shall be deemed to have consented to the
proposed abandonment. All such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, risk and expense of the parties who participated in the cost of drillingeg{y Rgﬁee(nzig such well. Any party who objects to
plugging and abandoning such well by notice detivered to Operator within */ forty-eight—48) hours (exclusive of Saturday,
Sunday and lega]twléczilgg?%sgraggr delivery of notice of the proposed plugging shall Fake over the wellh as of the end_(lJf such
forty-eight—{(48) / hout notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of
Article VLB.; failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct
such operations or to take over the well within such period or thereafter to conduct operations on such well or plug and
abandon such well shall entitle Operator to retain or take possession of the well and plug and abandon the well. The party
taking over the well shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and
restoring the surface, for which the abandoning parties shall remain proportionately liable.

2. Abandonment of Wells That Have Produced: Except for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has
been completed as a producer shall not be plugged and abandoned without the consent of all partics. If all parties consent to
such abandonment, the well shall be plugged and abandoned in accordance with applicable regulations and at the cost, risk
and expense of all the parties hereto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed
abandonment shall be deemed an election to consent to the proposal. If, within sixty (60) days after delivery of notice of the
proposed abandonment of any well, all parties do not agree to the abandonment of such well, those wishing to continue its
operation from the Zone then open to production shall be obligated to take over the well as of the expiration of the
applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties
against liability for any further operations on the well conducted by such parties. Failure of such party or parties to provide
proof reasonably satisfactory to Operator of their financial capability to conduct such operations or to take over the well

within the required period or thereafter to conduct operations on such well shall entitle operator to retain or take possession
of such well and plug and abandon the well.

Parties taking over a well as provided herein shall tender to each of the other parties its proportionate share of the value of
the well's salvable material and equipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, that in the event
the estimated plugging and abandoning and surface restoration costs and the estimated cost of salvaging are higher than the
value of the well's salvable material and equipment, each of the abandoning parties shall tender to the parties continuing
operations their proportionate shares of the estimated excess cost. Each abandoning party shall assign to the non-abandoning
parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all
of its interest in the wellbore of the well and related equipment, together with its interest in the Leasehold insofar and only
insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. If the
interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver to the non-
abandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production, for a term of
one (1) year and so long thereafter as Ojl and/or Gas is produced from the Zone covered thereby, such lease to be on /athe form
attached—as—Exhibit "B /ml!l!llllél "a);sz%rrnﬁgtgn%g g¥ fngsgsa létcgefimited shall encompass the Drilling Unit upon which the well is located.
The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon the relationship of their
respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract
Area of all assignees. There shall be no readjustment of interests in the remaining portions of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production
from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. Upon
request, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and
charges contemplated by this agreement, plus any additional cost and charges which may arise as the result of the separate
ownership of the assigned well. Upon proposed abandonment of the producing Zone. assigned or leased, the assignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in
further operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VL.E.1. or VLE.2. above shall be applicable as
between Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided,
however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further
operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well
in accordance with the provisions of this Article VLE.; and provided further, that Non-Consenting Parties who own an interest
in a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as
provided in Article VI.B.2.(b).

F. Termination of Operations:

Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without
consent of parties bearing 100__ % of the costs of such operation; provided, however, that in the event granite or other
practically impenetrable substance or condition in the hole is encountered which renders further operations impractical,
Operator may discontinue operations and give notice of such condition in the manner provided in Article VLB.1, and the
provisions of Article VL.B. or VLE. shall thereafter apply to such operation, as appropriate.

G. Taking Production in Kind:
& Option No. 1: Gas Balancing Agreement Attached

Each party shall take in kind or separately dispose of its proportionate share of all Oil and Gas produced from the
Contract Area, exclusive of production which may be used in development and producing operations and in preparing and
treating Oil and Gas for marketing purposes and production unavoidably lost. Any extra expenditure incurred in the taking
in kind or separate disposition by any party of its proportionate share of the production shall be borne by such party. Any
party taking its share of production in kind shall be required to pay for only its proportionate share of such part of
Operator's surface facilities which it uses.

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

production from the Contract Area, and, except as provided in Article VILB., shall be entitled to receive payment

-10 -



O 0 N N R W N —

AN A QD Lt b b B R b R R D DR R DR WL WWWWWWWWRNDNNRENNDNDDN —

64
65
66
67
68
69
70
71
72
73
74

A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

directly from the purchaser thereof for its share of all production.

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate
share of the Oil produced from the Contract Area, Operator shall have the right, subject to the revocation at will by
the party owning it, but not the obligation, to purchase such Oil or sell it to others at any time and from time to
time, for the account of the non-taking party. Any such purchase or sale by Operator may be terminated by
Operator upon at least ten (10) days written notice to the owner of said production and shall be subject always to
the right of the owner of the production upon at least ten (10) days written notice to Operator to exercise at any
time its right to take in kind, or separately dispose of, its share of all Oil not previously delivered to a purchaser.
Any purchase or sale by Operator of any other party's share of Qil shall be only for such reasonable periods of time
as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a
period in excess of one (1) year.

Any such sale by Operator shall be in a manner commercially reasonable under the circumstances but Operator
shall have no duty to share any existing market or to obtain a price equal to that received under any existing
market. The sale or delivery by Operator of a non-taking party's share of Oil under the terms of any existing
contract of Operator shall not give the non-taking party any interest in or make the non-taking party a party to said
contract. No purchase shall be made by Operator without first giving the non-taking party at least ten (10) days
written notice of such intended purchase and the price to be paid or the pricing basis to be used.

All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following
month, excluding price, and shall notify Operator immediately in the event of a change in such arrangements.
Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which
records shall be made available to Non-Operators upon reasonable request.

In the event one or more parties' separate disposition of its share of the Gas causes split-siream deliveries to separate
pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion-
ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with
any Gas balancing agreement between the parties hereto, whether such an agreement >is attached as Exhibit "E" or is a

separate agreement. Operator shall give notice to all parties of the first sales of Gas from any well under this agreement.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES
A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be responsible only for its obligations,
and shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the
liens granted among the parties in Article VILB. are given to secure only the debts of each severally, and no party shall have
any liability to third parties hereunder to satisfy the default of any other party in the payment of any expense or obligation
hereunder. It is not the intention of the parties to create, nor shall this agreement be construed as creating, a mining or other
partnership, joint venture, agency relationship or association, or to render the parties liable as partners, co-venturers, or
principals. In their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have
established a confidential relationship but rather shall be free to act on an arm's-length basis in accordance with their own
respective self-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with each other
with respect to activities hereunder.
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B. Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafier acquires in Oil and Gas
Leases and Oil and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any
interest it now owns or hereafter acquires in the personal property and fixtures on or used or obtained for use in connection
therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense,
interest and fees, the proper disbursement of all monies paid hereunder, the assignment or relinquishment of interest in Oil
and Gas Leases as required hereunder, and the proper performance of operations hereunder. Such lien and security interest
granted by each party hereto shall include such party's leasehold interests, working interests, operating rights, and royalty and
overriding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or unitized therewith or
otherwise becoming subject to this agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead),
contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the
foregoing.

To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitted by any party hereto in conjunction herewith or at any time
following execution hereof, and Operator is authorized to file this agreement or the recording supplement executed herewith as
a lien or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state in which the Contract Area is situated and such other states as Operator shall deem appropriate
to perfect the security interest granted hereunder. Any party may file this agreement, the recording supplement executed
herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to
the other parties shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security
interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or
under such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement,
whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subject
to the lien and security interest granted by this Article VILB. as to all obligations attributable to such interest hercunder
whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have a security interest under the Uniform Commercial Code of the state in which the
Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the secured indebtedness shall not be deemed an
election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof In
addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect
from the purchaser the proceeds from the sale of such defaulting party's share of Qil and Gas until the amount owed by
such party, plus interest as provided in "Exhibit C," has been received, and shall have the right to offset the amount
owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All purchasers of production
may rely on a notification of default from the non-defaulting party or parties stating the amount due as a result of the
default, and all parties waive any recourse available against purchasers for releasing production proceeds as provided in
this i)far;,]graph. . ‘ ) S.i"ty 60) N

y party fails to pay its share of cost within 7 ene-hundred—twenty—20) days after rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the
proportion that the interest of each such party bears to the interest of all such parties. The amount paid by each party so
paying its share of the unpaid amount shall be secured by the liens and security rights described in Article VILB., and each

paying Eam/ may independently pursue any remedy available hereunder or otherwise. (* see Article XVI. A, for continuation of this
paragrap

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure
or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governing law, the defaulting
party waives any available right of redemption from and after the date of judgment, any required valuation or appraisement
of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaling of assets
and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party
hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party agrees that the other parties shall be entitled to utilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contract Area is situated to enforce the obligations of each party hereunder. Without limiting
the generality of the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics' or materialmen's lien law of the state in which the Contract Area is situated in order to secure the
payment to Operator of any sum due hereunder for services performed or materials supplied by Operator.
C. Advances:

Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other
partics payment in advance of their respective shares of the estimated amount of the expense to be incurred in operations
hereunder during the next succeeding month, which right may be exercised only by submission to each such party of an
itemized statement of such estimated expense, together with an invoice for its share thereof. Each such statement and invoice
for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month.
Each party shall pay to Operator its proportionate share of such estimate within fifteen (15) days after such estimate and
invoice is received. If any party fails to pay its share of said estimate within said time, the amount due shall bear interest as
provided in Exhibit "C" until paid. Proper adjustment shall be made monthly between advances and actual expense to the end
that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Defaults and Remedies:

If any party fails to discharge any financial obligation under this agreement, including without limitation the failure to
make any advance under the preceding Article VILC. or any other provision of this agreement, within the period required for
such payment hereunder, then in addition to the remedies provided in. Article VILB. or elsewhere in this agreement, the

remedies specified below shall be applicable. For purposes of this Article VILD., all notices and elections shall be delivered
-12-
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only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator,
and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator.
Election of any one or more of the following remedies shall not preclude the subsequent use of any other remedy specified
below or otherwise available to a non-defaulting party.

1. Suspension of Rights: Any party may deliver to the party in default a Notice of Default, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure to take such action will result in the exercise of one
or more of the remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of such
Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the
default is cured, without prejudice to the right of the non-defaulting party or parties to continue to enforce the obligations of
the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the party in default, the
Non-Operators shall have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Area
after excluding the voting interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting
party that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right
to receive information as to any operation conducted hereunder during the period of such default, the right to elect to
participate in an operation proposed under Article VLB. of this agreement, the right to participate in an operation being
conducted under this agreement even if the party has previously elected to participate in such operation, and the right to
receive proceeds of production from any well subject to this agreement.

2. Suit for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (at joint
account expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default
until the date of collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from
suing any defaulting party to collect consequential damages accruing to such party as a result of the default.

3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is to be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting
party will be conclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with
respect thereto under Article VLB. or VIC., as the case may be, to the extent of the costs unpaid by such party,
notwithstanding any election to participate theretofore made. If election is made to proceed under this provision, then the
non-defaulting parties may not elect to sue for the unpaid amount pursuant to Article VILD.2.

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit "C," provided, however, such
payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the non-
defaulting partics as a result of the default. Any interest relinquished pursuant to this Article VILD.3. shall be offered to the
non-defaulting parties in proportion to their interests, and the non-defaulting parties eclecting to participate in the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein.

4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators if Operator is the defaulting party, may thereafter require advance payment from the defaulting
party of such defaulting party's anticipated share of any item of expense for which Operator, or Non-Operators, as the case may
be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but is not limited to, the right to require advance payment for the estimated costs of
drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the
defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided
in the Article VILD. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

5. Costs and Attorneys' Fees: In the event any party is required to bring legal proceedings to enforce any financial
obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a reasonable attorney's fee, which the lien provided for herein shall also secure.

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

Rentals, shut-in well payments an mlmmum royalties which may be required under the terms of any lease shall be paid
by th Sperator and I)I“C%¥ the par(lJ rding t())( thelr mterest lis ed on quhl g “Ag Y p.
y c ed H e BeRSe 3 e—8ve

! - Any party may request, and shall be entitled to receive, proper
evidence of all such payments. In the event of failure to make proper payment of any rental, shut-in well payment or

minimum royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which
results from such non-payment shall be borne in accordance with the provisions of Article [V.B.2.

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to
production of a producing well, at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such
action, or at the earliest opportunity permitted by circumstances, but assumes no liability for failure to do so. In the event of
failure by Operator to so notify Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure to make
timely payments of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
[V.B.3. (Also see Article XVL.S. for additional provisions)

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed
thercon before they become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as
to burdens (to include, but not be limited to, royalties, overriding royalties and production payments) on Leases and Oil and
Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being
subject to outstanding excess royaities, overriding royalties or production payments, the reduction in ad valorem taxes
resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based in whole or in part
upon separate valuations of each party's working interest, then notwithstanding anything to the contrary herein, charges to
the joint account shall be made and paid by the parties hereto in accordance with the tax value generated by each party's
working interest.  Operator shall bill the other parties for their proportionate shares of all tax payments in the manner
provided in Exhibit "C."

-13 -
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If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final
determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes
and any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit "C."

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect
to the production or handling of such party's share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any Lease or in any portion thereof, such party shall give written
notice of the proposed surrender to all parties, and the parties to whom such notice is delivered shall have thirty (30) days after
delivery of the notice within which to notify the party proposing the surrender whether they elect to consent thereto. Failure of a
party to whom such notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases
described in the notice. If all parties do not agree or consent thereto, the party desiring to surrender shall assign, without express or
implied warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be
located thereon and any rights in production thereafter secured, to the parties not consenting to such surrender. If the interest of the
assigning party is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or parties not
consenting to such surrender an oil and gas lease covering such Oil and Gas Interest_for a term of one (1) year and so long

z] rm mutuall}/ greed to by the parties
thereafter as Oil and/or Gas is produced from the land covered thereby, such lease to be on

Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, but not theretofore
accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party
shall have no further interest in the assigned or leased premises and its equipment and production other than the royalties retained
in any lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor the
reasonable salvage value of the latter's interest in any well's salvable materials and equipment attributable to the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C," less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If such value is less
than such costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit. If the
assignment or lease is in favor of more than one party, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such parties. If the interest of the parties to whom the assignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage
assigned, leased or surrendered, and subsequent operations thereon, shall not thercafter be subject to the terms and provisions of this
agreement but shall be deemed subject to an Operating Agreement in the form of this agreement.

B. Renewal or Extension of Leases:

If any party secures a renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties
shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following
delivery of such notice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease
affects lands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost
allocated to that part of such Lease within the Contract Area, which shall be in proportion to the interest held at that time by the
parties in the Contract Area. Each party who participates in the purchase of a renewal or replacement Lease shall be given an
assignment of its proportionate interest therein by the acquiring party.

If some, but less than all, of the parties elect to participate in the purchase of a renewal or replacement Lease, it shall be owned
by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in
the Contract Area to the aggregate of the percentages of participation in the Contract Area of all parties participating in the
purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties hereto
shall not cause a readjustment of the interests of the parties stated in Exhibit "A," but any renewal or replacement Lease in which
less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separate Operating
Agreement in the form of this agreement: , but modified to relect only the participating parties as owners thereof.

If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the
existing Lease, shall be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time
the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the
expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provisions of this
agreement.

The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall
be applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom
the contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the
proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the
extent possible, be governed by provisions identical to this agreement. Each party shall promptly notify all other parties of any
acreage or cash contributions it may obtain in support of any well or any other operation on the Contract Area. The above
provisions shall also be applicable to optional rights to earn acreage outside the Contract Area which are in support of well drilled
inside Contract Area.
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If any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder,
such consideration shall not be deemed a contribution as contemplated in this Article VIII.C.

D. Assignment; Maintenance of Uniform Interest:

For the purpose of maintaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Oil and Gas
Interests, wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other
disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells,
equipment and production unless such disposition covers either:

1. the entire interest of the party in all Oil and Gas Leases, Oil and Gas Interests, wells, equipment and production; or

2. an equal undivided percent of the party's present interest in all Oil and Gas Leases, Oil and Gas Interests, wells,
equipment and production in the Contract Area.

Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Oil and
Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of
the transfer of ownership; provided, however, that the other parties shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy of the
instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other
disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect
to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to an operation
conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lien and security
interest granted by Article VILB. shall continue to burden the interest transferred to secure payment of any such obligations.

If, at any time the interest of any party is divided among and owned by or more co-owners, Operator, at its discretion,
may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures,
receive billings for and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to
bind, the co-owners of such party's interest within the scope of the operations embraced in this agreement; however, all such co-
owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and they shall have the right to receive, separately, payment of the sale

roceeds thereof, Should a party hereto assign all or a part of its interest hereunder to another party or parties, Assignor shall
gbta?n rom Assignee(s) a ra[;laﬂgtion of thlss Bperat?ng A%reement. party or p g

E. Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its
undivided interest therein.

B—(Optionak-Cheeck-if-applicable)

B

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
If, for federal income tax purposes, this agreement and the operations hereunder are regarded as a partnership, and if the

parties have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agreement between them, each
party thereby affected elects to be excluded from the application of all of the provisions of Subchapter "K," Chapter 1, Subtitle
"A," of the Internal Revenue Code of 1986, as amended ("Code"), as permitted and authorized by Section 761 of the Code and
the regulations promulgated thereunder. Operator is authorized and directed to execute on behalf of each party hereby affected
such evidence of this election as may be required by the Secretary of the Treasury of the United States or the Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the data required by
Treasury Regulation §1.761. Should there be any requirement that each party hereby affected give further evidence of this
election, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Internal
Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other action
inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K," Chapter
1, Subtitle "A," of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing election, each
such party states that the income derived by such party from operations hereunder can be adequately determined without the

computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS
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ARTICLE XI.
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other
than the obligation to indemnify or make money payments or furnish security, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the obligations of the
party giving the notice, so far as they are affected by the force majeure, shall be suspended during, but no longer than, the
continuance of the force majeure. The term “"force majeure,” as here employed, shall mean an act of God, strike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, storm, flood or other act of
nature, explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
claiming suspension.

The affected party shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. The
requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,
lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall
be entirely within the discretion of the party concerned.

ARTICLE XII.
NOTICES

All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise
specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, telex,
telecopier or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A." All telephone or oral notices permitted by this agreement shall be confirmed immediately thereafier by written
notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date
the originating notice is received. "Receipt” for purposes of this agreement with respect to written notice delivered hereunder
shall be actual delivery of the notice to the address of the party to be notified specified in accordance with this agreement, or
to the telecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when
deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex, telecopy
or facsimile, or when personally delivered to the party to be notified, provided, that when response is required within 24 or
48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other
parties. If a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required
to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
be deemed delivered in the same manner provided above for any responsive notice.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject
hereto for the period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title
or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement.

M Option No. 1. So long as any of the Oil and Gas Leases subject to this agreement remain or are continued in
force as to any part of the Contract Area, whether by production, extension, renewal or otherwise.

on—Ng N ha aven ha a de bed R—AH e A o

The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any
remedy therefor which has accrued or attached prior to the date of such termination.

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this
Operating Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a
notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon
request of Operator, if Operator has satisfied all its financial obligations.

ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders:

This agreement shall be subject to the applicable laws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state,
and local laws, ordinances, rules, regulations and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and
determined by the law of the state in which the Contract Area is located.—If-the—Contraet-Area—is-in—two—or-more-states;
thelaw-of the state-of shall-govers:

C. Regulatory Agencies:

Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any

rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or
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orders promulgated under such laws in reference to oil, gas and mineral operations, including the location, operation, or
production of wells, on tracts offsetting or adjacent to the Contract Area.

With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages,
injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation
or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission
or predecessor or successor agencies to the extent such interpretation or application was made in good faith and does not
constitute gross negligence.  Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of
production or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such
an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of such
incorrect interpretation or application.

ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been
executed by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of
the parties to which it is tendered or which are listed on Exhibit "A" as owning an interest in the Contract Area or which
own, in fact, an interest in the Contract Area. Operator may, however, by written notice to all Non-Operators who have
become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no
event later than five days prior to the date specified in Article VLA. for commencement of the Initial Well, terminate this
agreement if Operator in its sole discretion determines that there is insufficient participation to justify commencement of
drilling operations. In the event of such a termination by Operator, all further obligations of the parties hereunder shall cease
as of such termination. In the event any Non-Operator has advanced or prepaid any share of drilling or other costs
hereunder, all sums so advanced shall be returned to such Non-Operator without interest. In the event Operator proceeds
with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit "A" as having a
current working interest in such well, Operator shall indemnify Non-Operators with respect to all costs incurred for the
Initial Well which would have been charged to such person under this agreement if such person had executed the same and
Operator shall receive all revenues which would have been received by such person under this agreement if such person had
executed the same.

B. Successors and Assigns:

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,
devisees, legal representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or
Interests included within the Contract Area.

C. Counterparts:

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

D. Severability:

For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws,
this agreement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any party to
this agreement to comply with all of its financial obligations provided herein shall be a material default.

ARTICLE XVL
OTHER PROVISIONS

See Pages 17 (a), (b) and (c)
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Article XVI.
OTHER PROVISIONS

A. CONTINUATION OF ARTICLE VII.B., PARAGRAPH FIVE

(*) Notwithstanding anything to the contrary, this paragraph shall not apply to any expenditure requiring an
AFE unless Operator “advance bills™ all parties participating in said operation in accordance with other
provisions herein. Further, Operator agrees to notify all parties within sixty (60) days should any party fail to
pay said costs as required under the terms of this agreement.

B. ARTICLE X, CLAIMS AND LAWSUITS

Operator may settle any single damage claim or suit arising from operations hereunder if the expenditure does
not exceed Ten Thousand Dollars ($10,000.00) and if the payment is in complete settlement of such claim or
suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take
over the further handling of the claim or suit, unless such authority is delegated to Operator. All costs and
expense of handling, settling, or otherwise discharging such claim or suit shall be at the joint expense of the
parties. If a claim is made against any party or if any party is sued on account of any matter arising from
operations hereunder over which such individual has no control because of the rights given Operator by this
Agreement, the party shall immediately notify Operator, and the claim or suit shall be treated as any other claim
or suit involving operations hereunder. All claims arising out of existing or potential environmental injury or
damage, whether asserted by governmental agencies or private parties and including claims for fines, penalties
or remedial action, shall be covered by this Article regardless of whether the damage occurred or the claim is
asserted after the expiration or termination of this Agreement. All claims or suits involving title to any interest
subject to this Agreement shall be treated as a claim or a suit against all parties hereto.

C. COVENANTS RUN WiTH THE LAND

The terms, provisions, covenants and conditions of this Agreement shall be deemed to be covenants running
with the lands, the lease or leases and leasehold estates covered hereby, and all of the terms, provisions,
covenants and conditions of this Agreement shall be binding upon and inure to the benefit of the parties hereto,
their respective heirs, executors, administrators, personal representatives and assigns.

D. LAWS AND REGULATIONS

All of the provisions of this Agreement are expressly subject to all applicable laws, orders, rules and regulations
of any governmental body or agency having jurisdiction in the premises, and all operations contemplated hereby
shall be conducted in conformity therewith. Any provision of this Agreement which is inconsistent with any
such laws, orders, rules or regulations is hereby modified so as to conform therewith, and this Agreement, as so
modified, shall continue in full force and effect.

E. PERPETUITIES

It is not the intent of the parties that any provision herein violate any applicable law regarding the rule against
perpetuities, the suspension of the absolute power of alienation or other rule regarding the vesting or duration of
estates, and this Agreement shall be construed as not violating such rule to the extent the same can be so
construed consistent with the intent of the parties. In the event, however, any provision hereof is determined to
violate such rule, then such provision shall nevertheless be effective for the maximum period (but no longer
than the maximum period) permitted by such rule, which will result in no violation.

F. NO THIRD-PARTY BENEFICIARY CONTRACT

This Agreement is made soles for the benefit of those persons who are parties hereto (including those persons
succeeding to all or part of the interest of an original party if such succession is recognized under the provisions
hereof), an no other person hall have or claim or be entitled to enforce any rights, benefits or obligations under
this Agreement.

G. BANKRUPTCY

If, following the granting of relief of the Bankruptcy Code to any party hereto as debtor thereunder, this
Agreement should be held to be an executory contract within the meaning of 11 U.S.C. 365, then the Operator,
or (if the Operator is the debtor in bankruptcy) any other party, shall be entitled to a determination by debtor or
any trustee for debtor within thirty (30) days from the date an order for relief is entered into the Bankruptcy
Code as to the rejection or assumption of this Operating Agreement. In the event of an assumption, Operator or
said other party shall be entitled to adequate assurances as to future performance of debtor’s obligation
hereunder and the protection of the interest of all other parties.

H. SAVE THE LEASE CLAUSE

Notwithstanding any other provisions herein, if during the term of this Agreement, as well is required to be
drilled, deepened, reworked, plugged back, sidetracked, or recompleted, or any other operation that ma be
required to (i) continue a lease or leases in force and effect, (ii) maintain a unitized area or any portion thereof
in force and effect, or (iii) earn or preserve an interest in and to oil and/or gas and other minerals which may be
owned by a third party or which, failing in such operation, may revert to a third party, or premises, failing in
which certain rights would terminate, the following shall apply. Should less than all of the parties hereto elect
to participate and pay their proportionate part of the costs to be incurred in such operation, those parties desiring
to participate shall have the right to do so at their sole cost, risk and expense.
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Promptly following the conclusion of such operation, each of those parties not participating agree to execute
and deliver an appropriate assignment of the total interest each non-participating party in and to the lease,
leases, or rights which would have terminated or which otherwise may have been preserved by virtue of such
operation and in the drilling unit upon which the well was drilled, excepting, however, wells theretofore
completed and capable of producing in paying quantities. Such assignment shall be delivered to the
participating parties in the proportion that they bore the expense attributable to the non-participating parties
interest. This provision shall apply only during a six (6) month period prior to any required deadline.

I.  PREPAYMENT

Non-Operators agree to prepay within the latter of twenty (20) days prior to the actual spud date or seven (7)
days of receipt of invoice of all costs with respect to the drilling, cleaning out and testing of a well, together
with Non-Operator’s share of any applicable land and prospect related fees. Unless late payment is expressly
approved by Operator, failure to prepay these amounts upon request shall be deemed an election by each such
Non-Operator to not participate in the operations arising under this Agreement.

J.  OPTIONAL WELLS

Any well which is proposed to be drilled at a location which is less than three (3) miles from any well which is
then commercially productive shall be hereinafter referred to as a “Development Well” and any well which is
proposed to be drilled at a location which is (3) miles or more from a well which is them commercially
productive shall be hereinafter referred to as a “Wildcat Well”. If a party elects not to participate in any
Wildcat Well, such party shall forfeit all of its right, title and interest in (i) the entire governmental section in
which such well is to be located, and (ii) the eight (8) offsetting sections to such well, with such forfeiture
subject to the reservation of a two percent (2%) overriding royalty interest, proportionately reduced to the
forfeiting party’s leasehold interest. An offsetting section, for the purposes of this provision, shall be the eight
(8) full governmental sections which are nearest to the governmental quarter section in which such Wildcat
Well is located.

K. PROPOSED OPERATIONS INCLUDE REWORKING AND SIDETRACKING

Notwithstanding anything to the contrary contained herein, the term “proposed operations” shall expressly
include reworking and sidetracking.

L. GATHERING LINE CONSTRUCTION

If any party to this Agreement proposes the purchase or construction and operation of a gathering line for
transporting production from the Contract Area, then such party shall offer each of the other non-proposing
parties to this Agreement the right to participate in the purchase, construction, operation and ownership in the
gathering line, including the right of transporting production from the Contract Area. Should one or more non-
proposing parties elect to participate, then such participating parties shall enter into a mutually acceptable form
of agreement for the construction, acquisition and operation thereof.

M. PRECEDENCE OF OPERATIONS

When any well drilled under the provisions of this Agreement has been drilled to the agreed upon objective, if
the parties participating in the drilling of such well cannot mutually agree upon the conduct of further
operations, the operations proposed to be conducted shall be governed by the following sequence of priority:

a) aproposal to do additional logging, coring, or testing; then

b) a proposal to attempt to complete the well in the objective formation; then

¢) aproposal to plug the well back and attempt a completion in a formation above the objective formation
in ascending order; then

d) aproposal to deepen the well; then

e) a proposal to sidetrack the well; then

f) aproposal to plug and abandon the well.

If, at the time said participating parties are considering any of the above proposals, the wellbore is in such a
condition that a prudent Operator would not conduct proposal (a) for fear of placing the wellbore in jeopardy or
losing the same prior to an attempt to complete the well in the objective formation, proposal (a) shall not be
given the priority set forth above. If addition coring or testing is conducted, it shall be done at the sole cost, risk
and expense of the parties participating therein, who shall be responsible for any damage to the wellbore
resulting from such logging, coring or testing. The parties not participating in such additional logging, coring or
testing shall not be entitled to logs, information or data resulting therefrom.

N. ADVANCE BILLING

Notwithstanding anything contained herein to the contrary, from time to time, but not more than thirty (30) days
in advance of the proposed cost and expenses, the Operator may invoice all the Consenting Parties for their
share of costs and expenses incurred in any well drilled on the Contract Area or for other costs and expenses
relating to the Contract Area. Operator may invoice all Consenting Parties for their proportionate share of
actual costs already incurred or Operator may submit to all Consenting Parties an itemized invoice for the
proportionate share of the estimated expenditures associated with operations on the Contract Area for the next
thirty (30) day period, or for drilling costs for a well to the point of election to run a production string of casing,
or if after the election to complete the well, the costs to complete the well to the tanks or to plug and abandon.
Within fifteen (15) days of receipt of a properly documented invoice for its proportionate share of such actual
expenditures, each Consenting Party shall pay to Operator the full amount reflected on such invoice.
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0. SEISMIC

In the event any party to this Agreement should desire to acquire seismic, either 2-D or 3-D. on the Contract
Area, the party desiring to acquire said seismic shall give written notice of the proposed seismic to the parties
listed on Exhibit “A” (excluding parties who have relinquished or lost their interest in the area to be shot
pursuant to the provisions of this Agreement), including a plat depicting seismic to be shot, along with the
parameters and estimated cost thereof. The parties to whom such notice is delivered shall have thirty (30) days
after receipt of the notice within which to notify the party proposing to do the work whether they elect to
participate in the cost of the proposed seismic. Failure of a party to whom such notice is delivered to reply
within the period above fixed shal! constitute an election by that party not to participate in the cost of the
proposed seismic.

A party who elects not to participate in the cost of the proposed seismic will assign an undivided one-half (1/2)
of their interest listed on Exhibit “A” to the parties who have elected to participate in the proposed seismic in
the entire area shot if the proposed seismic is 3-D seismic. If the proposed seismic is 2-D seismic, a non-
participating party will assign an undivided one-half (1/2) of their interest listed on Exhibit “A” to the parties
who have elected to participate in the proposed seismic in the Prospect(s) as hereinafter defined, identified by
said 2-D seismic.

A Prospect shall be defined as the sections or sections of land within which the parties who participated in said
2-D seismic have identified a specific anomaly or specific structural or stratigraphic trap indicating the potential
accumulation of hydrocarbons which could be produced in paying quantities. In the event the participating
parties cannot agree as to the distinct geographical area covered by a specific anomaly or a specific structural or
stratigraphic trap indicating the potential accumulation of hydrocarbons in paying quantities, then a Prospect
will be defined as nine (9) square miles, being the most contiguous sections, in the form of a square around the
well location for the initial well in said Prospect. In the event a specific anomaly or a specific structural or
stratigraphic trap is found to cover a portion of a section of land then the entire section will be included in the
Prospect.

P.  MARKETING OF PRODUCTION

Notwithstanding anything to the contrary contained herein, unless otherwise directed by a Non-Operator,
Operator shall market such Non-Operator’s share of any production from operations upon the Contract Area
under the same terms that Operator is marketing its share of said production. Neither Operator nor any affiliates
of Operator shall charge Non-Operator for this service.

Q. NOFIDUCIARY OBLIGATION

The parties hereto agree that no fiduciary obligation of any kind exists between any of the parties to this
agreement. The parties agree that they are relying on their own expertise and interpretations concerning the
subject matter of this Agreement.

R. PRIOR OPERATING AGREEMENT(S)

The parties hereto agree that this Agreement shall supercede and replace any and all prior operating agreements
covering all or a part of the Contract Area.

S. OIL AND GAS LEASE RENTALS

Operator, or it’s designated agent, shall furnish the Non-Operators in writing, notice of forthcoming lease rental
due dates not less than ninety (90) days prior to due date. Within thirty (30) days following receipt of such
notices, Non-Operators must actually pay their prorata share of the rentals for the leases specified in the notices
or elect not to pay rentals. Failure to respond within the thirty (30) day period of time provided for in notice
shall be deemed to be an election not to pay such rentals. In the event less than all of the Non-Operators elect to
pay the rentals on one or more leases, the Operator shall promptly notify all Non-Operators electing to pay the
rentals and such electing Non-Operators shall participate proportionately in the ownership of the working
interest of such lease or leases and shall pay the additional proportionate share of rentals necessary to maintain
such lease or leases. Each of the Non-Operators electing not to pay their share of rentals on a lease shall
immediately assign their working interest to those parties electing to pay rentals on the lease.

Non-Operators electing not to pay rentals on a lease or leases shall have no right to share in any renewal or
extension of such or leases otherwise governed by Article VIII.B. of this Agreement.
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

IN WITNESS WHEREOF, this agreement shall be effective as of the __1" ___ day of _ November \

2001 .

ATTEST OR WITNESS: OPERATOR: PRIMERO OPERATING, INC.

Qﬁ%

T
J. Phel/ps White IV
Type or print name

By

Title _ President

Date _November 5, 2001

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

MCCABE PETROLEUM CORPORATION

By

Greg McCabe
Type or print name

Title __President

Date

Tax ID or S.S. No.

ATTEST: BENSON-MONTIN-GREER
DRILLING CORPORATION
By
Theresa Pacheco, Secretary
Mike Dimond
Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.

ATTEST: CEJA CORPORATION

By

Weldon G. Spitzer, Assistant Secretary
Paul G. Rose

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.
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NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN, as his sole and separate property
Date: James M. Alexander

Type or print name

Title _President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer 1H

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

By

J Phelps White IV

Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY

By

Linda S. Buckner, Secretary
Josepth Edwin Canon

Type or print name

Title _ Vice-President

Date




ATTEST:

Sarah W. Curro, Secretary

WARREN, INC.

By

John M. Warren

Type or print name

Title _ President

Date

Tax ID or S.S. No.
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STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )

This instrument was acknowledged before me on _November 5 . 2001, by J. Phelps White IV. President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission E

e

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond. Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on . 2001. by Paul G. Rose. Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, by BILL FENN.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by James M. Alexander, President of
JMA Oil Properties. Ltd, a Texas limited partnership.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)
This instrument was acknowledged before me on , 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas corporation.
My Commission Expires:
Notary Public
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STATE OF NEW YORK )
) ss
COUNTY OF NEW YORK )

This instrument was acknowledged before me on , 2001, by John E. Smeltzer, III. Vice-
President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on . 2001, by Sherral Goodwin, Attorney-in-
Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.
My Commission Expires:
Notary Public
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EXHIBIT "B"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT EFFECTIVE NOVEMBER 1, 2001, BY AND BETWEEN PRIMERO
OPERATING, INC., OPERATOR AND MCCABE PETROLEUM CORPORATION,

ET AL, NON-OPERATORS

There is no Exhibit “B” to this agreement
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EXHIBIT RS

that certain Operating Agreement effective
; ‘hed t . -+
Attached Ogg%gg%eiavrgrtl\%vember T, 2007 between Primero operating, INT.5

Operator and McCabe Petroleum Corporation, et al, Non-Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

“Joint Property” shall mean the real and personal property subject to the agreement to which this Accounting Procedure
is attached.

“Joint Operations” shall mean all operations necessary or proper for the development, operation, protection and mainte-
nance of the Joint Property.

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

“Operator” shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Parties to this agreement other than the Operator.

“Parties” shall mean Operator and Non-Operators.

“First Level Supervisors” shall mean those employees whose primary function in Joint Operations is the direct supervision
of other employees and/or contract labor directly employed on the Joint Property in a field operating capacity.
“Technical Employees” shall mean those employees having special and specific engineering, geological or other profes-
sional skills, and whose primary function in Joint Qperations is the handling of specific operating conditions and problems
for the benefit of the Joint Property.

“Personal Expenses” shall mean travel and other reasonable reimbursable expenses of Operator’s employees.
“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which at the time is so classified in the Material Classification Manual as
most recently recommended by the Council of Petroleum Accountants Societies.

2 Statement and Billings

Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of the Joint Ac-
count for the preceding month. Such bills will be accompanied by statements which identify the authority for expenditure,
lease or facility, and all charges and credits summarized by appropriate classifications of investment and expense except
that items of Controllable Material and unusual charges and credits shall be separately identified and fully described in
detail.

3. Advances and Payments by Non-Operators
thirty (30)

A, Unless otherwise provided for in the agreement, the Operator may require thd Non-Operators to advance their
share of estimated cash outlay for the succeeding month’s operation within fifteen (15) days after receipt of the bill-
ing or by the first day of the month for which the advance is required, whichever is later. Operator shall adjust each
monthly billing to reflect advances received from the Non-Operators.

thirty (30)

B, Each Non-Operator shall pay its proportion of all bills within fifteen (15) days after receipt. If payment is not made

within such time, the unpaid balance shall bear interest monthly at the prime rate in effect at _ Chase
Bank on the first day of the month in which delinquency occurs plus 1% or the maximum

contract rate permitted by the applicable usury laws in the state in which the Joint Property is located, whichever

is the lesser, plus attorney’s fees, court costs, and other costs in connection with the collection of unpaid amounts.

1. Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof;
provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall con-
clusively be presumed to be true and correct after twenty-four (24) months following the end of any such calendar year,
unless within the said twenty-four (24) month period a Non-Operator takes written exception thereto and makes claim on
Operator for adjustment, No adjustment favorable to Operator shall be made unless it is made within the same prescribed
period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of Controllable
Material as provided for in Section V.

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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5. Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to audit Opera-
tor's accounts and records relating to the Joint Account for any calendar year within the twenty-four (24) month
period following the end of such calendar year; provided, however, the making of an audit shall not extend the time
for the taking of written exception to and the adjustments of accounts as provided for in Paragraph 4 of this Section
I. Where there are two or more Non-Operators, the Non-Operators shall make every reasonable effort to conduct a
joint audit in a manner which will result in a minimum of inconvenience to the Operator. Operator shall bear no por-
tion of the Non-Operators’ audit cost incurred under this paragraph unless agreed to by the Operator. The audits
shall not be conducted more than once each year without prior approval of Operator, except upon the resignation or
removal of the Operator, and shall be made at the expense of those Non-Operators approving such audit.

B.  The Operator shall reply in writing to an audit report within 180 days after receipt of such report.

5. Approval By Non-Operators
Where an approval or other agreement of the Parties or Non-Operators is expressly required under other sections of this
Accounting Procedure and if the agreement to which this Accounting Procedure is attached contains no contrary provisions

in regard thereto, Operator shall notify all Non-Operators of the Operator's proposal, and the agreement or approval of
a majority in interest of the Non-Operators shall be controlling on all Non-Operators,.

II. DIRECT CHARGES
Operator shall charge the Joint Account with the following items:

1. Ecological and Environmental
Costs incurred for the benefit of the Joint Property as a result of governmental or regulatory requirements to satisfy environ-

mental considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological
nature and pollution control procedures as required by applicable laws and regulations.

2. Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations.

3. Labor

A. (1) Salaries and wages of Operator’s field employees directly employed on the Joint Property in the conduct of Joint
Operations.

(2) Salaries of First Level Supervisors in the field.

(3) Salaries and wages of Technical Employees directly employed on the Joint Property if such charges are excluded
from the overhead rates.

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed
in the operation of the Joint Property if such charges are excluded from the overhead rates.

B. Operator’s cost of holiday, vacation, sickness and disability benefits and other customary allowances paid to employees
whose salaries and wages are chargeable to the Joint Account under Paragraph 3A of this Section II. Such costs under
this Paragraph 3B may be charged on a “when and as paid basis” or by “percentage assessment” on the amount of
salaries and wages chargeable to the Joint Account under Paragraph 3A of this Section 1. If percentage assessment
is used, the rate shall be based on the Operator’s cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority which are applicable
to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section I

ID. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section II.

4. Employee Benefits
Operator’s current costs of established plans for employees’ group life insurance, hospitalization, pension, retirement, stock
purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost chargeable to the Joint

Account under Paragraphs 3A and 3B of this Section II shall be Operator’s actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accountants Societies.

5. Material
Material purchased or furnished by Operator for use on the Joint Property as provided under Section IV. Only such Material

shall be purchased for or transferred to the Joint Property as may be required for immediate use and is reasonably practical
and consistent with efficient and economical operations. The accumulation of surplus stocks shall be avoided.

6. Transportation
Transportation of employees and Material necessary for the Joint Operations but subject to the following limitations:
A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall be made

to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like material
is normally available or railway receiving point nearest the Joint Property unless agreed to by the Parties.

2.
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11.

13.

14.

15.

Sam—— )

B. If surplus Material is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint Ac-
count for a distance greater than the distance to the nearest reliable supply store where like material is normally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parties. No charge shall be
made to the Joint Account for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

C. In the application of subparagraphs A and B above, the option to equalize or charg_e actuall trucking cost is available
when the actual charge is $400 or less excluding accessorial charges. T~he $400 will be adjusted to the amount maost
recently recommended by the Council of Petroleum Accountants Societies.

Services

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph
10 of Section II and Paragraph i, ii, and iii, of Section III. The cost of professional consultant services and contract ser-
vices of technical personnel directly engaged on the Joint Property if such charges are excluded from the overhead rates.
The cost of professional consultant services or contract services of technical personnel not directly engaged on the Joint
Property shall not be charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnished By Operator

A. Operator shall charge the Joint Account for use of Operator owned equipment and facilities at rates commensurate
with costs of ownership and operation. Such rates shall include costs of maintenance, repairs, other operating expense,
in%u&“zérf%etaxes, depreciati?% and interest on gross investment less accumulated depreciation not to exceed
W= YE  percent (__' 4 %) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area of the Joint Property.

B. In lieu of charges in paragraph 8A above, Operator may elect to use average commercial rates prevailing in the immedi-
ate area of the Joint Property less 20%. For automotive equipment, Operator may elect to use rates published by the
Petroleum Motor Transport Association.

Damages and Losses to Joint Property

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses
incurred by fire, flood, storm, theft, accident, or other cause, except those resulting from Operator’s gross negligence or
willful misconduct. Operator shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable
after a report thereof has been received by Operator.

Legal Expense

Expense of handling, investigating and settling litigation or claims, discharging of liens, payment of judgements and
amounts paid for settlement of claims incurred in or resulting from operations under the agreement or necessary to protect
or recover the Joint Property, except that no charge for services of Operator’s legal staff or fees or expense of outside attor-
neys shall be made unless previously agreed to by the Parties. All other legal expense is considered to be covered by the
overhead provisions of Section III unless otherwise agreed to by the Parties, except as provided in Section I, Paragraph
3.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties. If the ad valo-
rem tuxes are based in whole or in part upon separate valuations of each party’s working interest, then notwithstanding
anything to the contrary herein, charges to the Joint Account shall be made and paid by the Parties hereto in accordance
with the tax value generated by each party’s working interest.

Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Joint Operations are conducted in a state in which Operator may act as self-insurer for Worker’s Compensation and/
or Employers Liability under the respective state’s laws, Operator may, at its election, include the risk under its self-
insurance program and in that event, Operator shall include a charge at Operator’s cost not to exceed manual rates.

Abandonment and Reclamation

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory
authority.

Communications

Cost of acquiring, leasing, installing, operating, repairing and maintaining communication systems, including radio and
microwave facilities directly serving the Joint Property. In the event communication facilities/systems serving the Joint
Property are Operator owned, charges to the Joint Account shall be made as provided in Paragraph 8 of this Section II.

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III and which
is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the Joint
Operations.
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Overhead - Drilling and Producing Operations

i

L.

]

I1I. OVERHEAD

As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge drilling
and producing operations on either:

i ) Fixed Rate Basis, Paragraph 1A, or

() Percentage Basis, Paragraph 1B

Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and salaries
or wages plus applicable burdens and expenses of all personnel, except those directly chargeable under Paragraph
3A., Section 1I. The cost and expense of services from outside sources in connection with matters of taxation, traffic,
accounting or matters before or involving governmental agencies shall be considered as included in the overhead rates
provided for in the above selected Paragraph of this Section 111 unless such cost and expense are agreed to by the
Parties as a direct charge to the Joint Account.

The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services
and contract services of technical personnel directly employed on the Joint Property:

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

The salaries, wages and Personal Expenses of Technical Employees and/or costs of professional consultant services
and contract services of technical personnel either temporarily or permanently assigned to and directly employed in
the operation of the Joint Property:

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

Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate $5,200,00
{Prorated for less than a full month)

Producing Well Rateg 1 - 5 $520.00 each well; 6 - 25 $350.00 each well;

over 25 wells $200.00 each well.
{2) Application of Overhead - Fixed Rate Busis shall be as follows:

(a) Drilling Well Rate

(1} Charges for drilling wells shall begin on the date the well is spudded and terminate on the date the drill-
ing rig, completion rig, or other units used in completion of the well is released, whichever is later, except
that no charge shall be made during suspension of drilling or completion operations for fifteen (15) or
more consecutive calendar days.

Charges for wells undergoing any type of workover or recompletion for a period of five (b) consecutive
work days or more shall be made at the drilling well rate. Such charges shall be applied for the period
from date workover operations, with rig or other units used in workover, commence through date of rig
or other unit release, except that no charge shall be made during suspension of operations for fifteen
(15) or more consecutive calendar days.

(b} Producing Well Rates

(1) An active well either produced or injected into for any portion of the month shall be considered as a one-
well charge for the entire month.

(2) Each active completion in a multi-completed well in which production is not commingled down hole shall
be considered as a one-well charge providing each completion is considered a separate well by the govern-
ing regulatory authority.

(3) An inactive gas well shut in because of overproduction or failure of purchaser to take the production shall
be considered as a one-well charge providing the gas well is directly connected to a permanent sales
outlet.

(4) A one-well charge shall be made for the month in which plugging and abandonment operations are com-
pleted on any well. This one-well charge shall be made whether or not the well has produced except when
drilling well rate applies.

(5) All other inactive wells (including but not limited to inactive wells covered by unit allowable. lease allow-
able. transferred allowable, ete.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the agreement
10 which this Accounting Procedure s attached. The adjustment shall be computed by multiplying the rate cur-
rently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum und Gas
Production Workers for the last calendar year compared to the calendar year preceding as shown by the index
of average weekly sarnings of Crude Petroleum and Gas Production Workers as published by the United States
Department of Labor, Bureau of Labor Statistics, or the equivalent Canadian index as published by Statistics
Canada, as applicable. The adjusted rates shall be the rates currently in use, plus or minus the computed ad-
justment.

Overhead - Percentage Basis

(1} Operator shall charge the Joint Account at the following rates:

4-
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Percent { %) of the cost of development of the Joint Property exclusive of costs provided
under Paragraph 10 of Section I1 and all salvage credits.

(a) Development

(b) Operating

Percent ( %) of the cost of operating the Joint Property exclusive of costs provided under
Paragraphs 2 and 10 of Section II, all salvage credits, the value of injected substances purchased for secondary
recovery and all taxes and assessments which are levied, assessed and paid upon the mineral interest in and
to the Joint Property.

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

For the purpose of determining charges on a percentage basis under Paragraph 1B of this Section III, development
shall include all costs in connection with drilling, redrilling, deepening, or any remedial operations on any or all
wells involving the use of drilling rig and crew capable of drilling to the producing interval on the Joint Prop-
erty; also, preliminary expenditures necessary in preparation for drilling and expenditures incurred in abandoning
when the well is not completed as a producer, and original cost of construction or installation of fixed assets, the
expansion of fixed assets and any other project clearly discernible as a fixed asset, except Major Construction as
defined in Paragraph 2 of this Section IIl. All other costs shall be considered as operating.

2. Overhead - Major Construction

To compensate Operator for overhead costs incurred in the construction and installation of fixed assets, the expansion of
fixed assets, and any other project clearly discernible as a fixed asset required for the development and operation of the
Joint Property, Operator shall either negotiate a rate prior to the beginning of construction, or shall charge the Joint

Account for overhead based on the following rates for any Major Construction project in excess of $ 100,000.0!
A _5_ % of first $100,000 or total cost if less, plus

B. 2 9% of costs in excess of $100,000 but less than $1,000,000, plus

C.——1 % of costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single
project shall not be treated separately and the cost of drilling and workover wells and artificial lift equipment shall be
excluded.

3. Catastrophe Overhead

To compensate Operator for overhead costs incurred in the event of expenditures resulting from a single occurrence due
Lo oil spill, blowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary
to restore the Joint Property to the equivalent condition that existed prior to the event causing the expenditures, Operator
shull either negotiate a rate prior to charging the Joint Account or shall charge the Joint Account for overhead based on
the following rates:

A H % of total costs through $100,000; plus
B.___ 2 9% of total costs in excess of $100,000 but less than $1,000,000; plus
C.___ 1 9%of total costs in excess of $1,000,000.

b;xljendiLures subject to the overheads above will not be reduced by insurance recoveries, and no other overhead provi-
sions of this Section III shall apply.

4. Amendment of Rates

The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement between
the Parties hereto if, in practice, the rates are found to be insufficient or excessive.

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

Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for all Material move-
ments affecting the Joint Property. Operator shall provide all Material for use on the Joint Property; however, at Operator’s
option, such Material may be supplied by the Non-Operator. Operator shall make timely disposition of idle and/or surplus
Material. such disposal being made either through sale to Operator or Non-Operator, division in kind, or sale to vutsiders.
Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus condition A or B
Material. The disposal of surplus Controllable Material not purchased by the Operator shall be agreed to by the Parties.

1. Purchases
Material purchased shall be charged at the price paid by Operator after deduction of all discounts received. In case of
Material found to be defective or returned to vendor for any other reasons, credit shall be passed to the Joint Account
when adjustment has been received by the Qperator.

2, Transfers and Dispositions

Materiul furni‘shed to the Joint Property and Material transferred from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusive of cash discounts:

-5-
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A. New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

{a) Tubular goods, sized 2% inches OD and larger, except line pipe, shall be priced at Eastern mill published
carload base prices effective as of date of movement plus transportation cost using the 80,000 pound carload
weight basis to the railway receiving point nearest the Joint Property for which published rail rates for
tubular goods exist. If the 80,000 pound rail rate is not offered, the 70,000 pound or 90,000 pound rail rate
may be used. Freight charges for tubing will be calculated from Lorain, Ohio and casing from Youngstown,
Ohio.

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus trans-
portation cost from that mill to the railway receiving point nearest the Joint Property as provided above in
Paragraph 2.A.(1)a). For transportation cost from points other than Eastern mills, the 30,000 pound Oil Field
Haulers Association interstate truck rate shall be used.

{¢) Special end finish tubular goods shall be priced at the lowest published out-of-stock price, f.o.b. Houston,
Texas, plus transportation cost, using Qil Field Haulers Association interstate 30,000 pound truck rate, to
~ the railway receiving point nearest the Joint Property.

{d) Macaroni tubing (size less than 2% inch OD) shall be priced at the lowest published out-of-stock prices f.0.b.

the supplier plus transportation costs, using the Oil Field Haulers Association interstate truck rate per weight
of tubing transferred, to the railway receiving point nearest the Joint Property.

(2) Line Pipe

{a) Line pipe movements (except size 24 inch OD and larger with walls 3; inch and over) 30,000 pounds or more
shall be priced under provisions of tubular goods pricing in Paragraph A.(1)(a) as provided above. Freight
charges shall be calculated from Lorain, Ohio.

tb) Line pipe movements (except size 24 inch OD and larger with walls 3 inch and over) less than 30,000 pounds
shall be priced at Eastern mill published carload base prices effective as of date of shipment, plus 20 percent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.(1)(a) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(¢) Line pipe 24 inch OD and over and % inch wall and larger shall be priced f.o.b. the point of manufacture

at current new published prices plus transportation cost to the railway receiving point nearest the Joint
Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not listed on published price lists shall be

priced at quoted prices plus freight to the railway receiving point nearest the Joint Property or at prices
agreed to by the Parties.

(3) Other Material shall be priced at the current new price, in effect at date of movement, as listed by a reliable supply
store nearest the Joint Property, or point of manufacture, plus transportation costs, if applicable, to the railway
recelving point nearest the Joint Property.

(4) Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current new
price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Property, or point of
manufacture, plus transportation costs, if applicable, to the railway receiving point nearest the Joint Property.
Unused new tubulars will be priced as provided above in Paragraph 2 A (1) and (2).

B, Good Used Material (Condition B) -

Material in sound and serviceable condition and suitable for reuse without reconditioning:
{1) Material moved to the Joint Property

At seventy-five percent (75%) of current new price, as determined by Paragraph A.
(2) Material used on and moved from the Joint Property

{a) At seventy-five percent (75%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as new Material or

b) At sixty-five percent (65%) of current new price, as determined by Paragraph A, if Material was originally
charged to the Joint Account as used Material.

(3) Material not used on and moved from the Joint Property
At seventy-five percent (75%) of current new price as determined by Paragraph A.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
C. Other Used Material
(1, Condition C
Material which is not in sound and serviceable condition and not suitable for its original function until after recon-
ditioning shall be priced at fifty percent (50%) of current new price as determined by Paragraph A. The cost of

reconditioning shall be charged to the receiving property, provided Condition C value plus cost of reconditioning
does not exceed Condition B value.
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Material, excluding junk, no longer suitable for its original purpose, but usable for some other purpose shall be
priced on a basis commensurate with its use. Operator may dispose of Condition D Material under procedures
normally used by Operator without prior approval of Non-Operators.

(2) Condition D

(2) Casing, tubing, or drill pipe used as line pipe shall be priced as Grade A and B seamless line pipe of com-
parable size and weight. Used casing, tubing or drill pipe utilized as line pipe shall be priced at used line
pipe prices.

(b) Casing, tubing or drill pipe used as higher pressure service lines than standard line pipe, e.g. power oil lines,
shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods shall
be priced on a non upset basis.

(3) Condition K

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

D. Obsolete Material

Material which is serviceable and usable for its original function but condition and/or value of such Material is not
equivalent to that which would justify a price as provided above may be specially priced as agreed to by the Parties.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material.

E. Pricing Conditions

1) Loading or unloading costs may be charged to the Joint Account at the rate of twenty-five cents (25¢) per hundred
weight on all tubular goods movements, in lieu of actual loading or unloading costs sustained at the stocking
puint. The above rate shall be adjusted as of the first day of April each year following January 1, 1985 by the same
percentage increase or decrease used to adjust overhead rates in Section III, Paragraph 1.A(3). Each year, the
rate calculated shall be rounded to the nearest cent und shall be the rate in effect until the first day of April next
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies,

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

Premium Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies, strikes or other
unusudl causes over which the Operator has no control, the Operator may charge the Joint Account for the required
Material at the Operator’s actual cost incurred in providing such Material, in making it suitable for use, and in moving
it wo the Joint Property: provided notice in writing is furnished to Non-Operators of the proposed charge prior to billing
Non-Operators for such Material. ach Non-Operator shall have the right, by so electing and notifying Operator within
ten days after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable for use
and acceptable to Operator.

Warranty of Material Furnished By Operator
Operator does not warrant the Material furnished. In case of defective Material, eredit shall not be passed to the Joint

Account until adjustment has been recetved by Operator from the manufacturers or their agents.

V. INVENTORIES

The Operator shall maintain detailed records of Controllable Material.

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Controllable Material. Written notice
of intention to take inventory shall be given by Operator at least thirty (30) days before any inventory is to begin so that
Nor-Operators may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tory shall bind Non-Operators to accept the inventory taken by Operator.

Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for
overages and shortages, but, Operator shall be held accountable only for shortages due to lack of reasonable diligence.
Special Inventories

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint Property.
It shall be the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory. In cases involving a change
of Operator, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventories shall not be charged to the Joint Account unless agreed to by the
Parties.

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except in-
ventories required due to change of Operator shall be charged to the Joint Account.

-




EXHIBIT “p”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT EFFECTIVE NOVEMBER
1, 2001, BY AND BETWEEN PRIMERO OPERATING, INC., OPERATOR AND MCCABE PETROLEUM
CORPORATION, ET AL, NON-OPERATORS

INSURANCE AND INDEMNITY

At all times while operations are conducted hereunder, Operator shall carry Insurance of the types and the
maximum amounts as follow:

A.

Worker’s Compensation Insurance in full compliance with all applicable state and federal laws
and regulations.

Employer’s Liability Insurance with limits of $1,000,000 per accident covering injury or death to
any employee which may be outside the scope of the Worker’s Compensation statute of the state
in which the work is performed.

Commercial General Liability Insurance with limits of $1,000,000 Combined Single Limit for
injury or death from any one occurrence and/or property damage per occurrence including
Blowout and Cratering, Completed Operations, and Broad From Contractual liability as respects
to any contract into which the Operator may enter under the terms of this Agreement.

Automobile Liability Insurance covering owned, non-owned and hired automotive equipment
with limits of $1,000,000 for Bodily Injury and/or Property Damage caused by an occurrence.

It is mutually agreed that all working interest owners shall be liable for the pro-rata expenses and
shall insure their exposure for Controf of Well and related hazards.

Operator and non-operating working interest owners do not agree to mutually waive subrogation
in favor of each other in all insurance carried by each party and/or to obtain such waiver from the
insurance carrier as so required by the insurance.

All such insurance shall be carried in a company or companies acceptable to non-operating
parties, which acceptance shall not be unreasonably withheld, and shall be maintained in full
force and effect during the term of this Agreement, and shall not be cancelled, altered or amended
without thirty (30) days prior written notice having first been furnished all non-operating parties.
Operator, upon request, agrees to have its insurance carrier furnish non-operating parties
certificates of insurance evidencing such insurance coverages as required above. All Non-
Operators shall be named additional insured, unless electing under Paragraph H of this exhibit.

A Non-Operator may elect to obtain its own insurance and if so, shall notify Operator of said
coverage.
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A.AP.L. FORM 610-E - GAS BALANCING AGREEMENT - 1992~ AMERICAN ASSOCIATION OF PETROLEUM LANDMEN

NOTE: Instructions For Use of Gas Balancing

Agreement MUST be reviewed before finalizing
this document.
EXHIBIT "E"
GAS BALANCING AGREEMENT ("AGREEMENT")
ATTACHED TO AND MADE PART OF THAT CERTAIN
OPERATING AGREEMENT DATED EFFECTIVE NOVEMBER 1, 2001
BY AND BETWEEN PRIMERO OPERATING, INC. s OPERATOR
AND ___MCCABE PETROLEUM CORPORATION, ET AL, NON-OPERATORS ("OPERATING AGREEMENT")
RELATING TO THE _ CAT HEAD MESA AREA,
SOCORRO COUNTY/RARISH, STATE OF NEW MEXICO

1. DEFINITIONS

The following definitions shall apply to this Agreement:

1.01 "Arm's Length Agreement” shall mean any gas sales agreement with an unaffiliated purchaser or any gas sales
agreement with an affiliated purchaser where the sales price and delivery conditions under such agreement are
representative  of prices and  delivery conditions existing under other similar agreements in the area between
unaffiliated parties at the same time for natural gas of comparable quality and quantity.

1.02 "Balancing Area" shall mean (select one):

M each well subject to the Operating Agreement that produces Gas or is allocated a share of Gas production. If a
single well is completed in two or more producing intervals, each producing interval from which the Gas
production is not commingled in the wellbore shall be considered a separate well.

O all of the acreage and depths subject to the Operating Agreement.

1.03 "Full Share of Current Production" shall mean the Percentage Interest of each Party in the Gas actually produced
from the Balancing Area during each month.

1.04 "Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, whether from a well classified
as an oil well or gas well by the regulatory agency bhaving jurisdiction in such matters, which are or may be made
available for sale or separate disposition by the Parties, excluding oil, condensate and other liquids recovered by
field equipment operated for the joint account. "Gas" does not include gas used in joint operations, such as for fuel,
recycling or reinjection, or which is vented or lost prior to its sale or delivery from the Balancing Area.

1.05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing Area in excess of its Full
Share of Current Production, whether pursuant to Section 3.3 or Section 4.1 hereof.

1.06 "Mcf" shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas contained in one cubic
foot of space at a standard pressure base and at a standard temperature base.

1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean the quantity of heat
required to raise one pound avoirdupois of pure water from 585 degrees Fahrenheit to 59.5 degrees Fahrenheit at a
constant pressure of 14.73 pounds per square inch absolute.

1.08 "Operator” shall mean the individual or entity designated under the terms of the Operating Agreement or, in the
event this Agreement is not employed in connection with an operating agreement, the individual or entity
designated as the operator of the well(s) located in the Balancing Area.

1.09 "Overproduced Party" shall mean any Party having taken a greater quantity of Gas from the Balancing Area than
the Percentage interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest in
the cumulative quantity of all Gas produced from the Balancing Area.

1.1l "Party” shall mean those individuals or entities subject to this Agreement, and their respective heirs, successors,
transferees and assigns.

1.12 "Percentage Interest" shall mean the percentage or decimal interest of each Party in the Gas produced from the
Balancing Area pursuant to the Operating Agreement covering the Balancing Area.

1.13 "Royalty" shall mean payments on production of Gas from the Balancing Area to all owners of royalties, overriding
royalties, production payments or similar interests.

1.14 "Underproduced Party" shall mean any Party having taken a lesser quantity of Gas from the Balancing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.15 "Underproduction” shall mean the deficiency between the cumulative quantity of Gas taken by a Party and its
Percentage Interest in the cumulative quantity of all Gas produced from the Balancing Area.

1.16 ™ (Optional) "Winter Period" shall mean the month(s) of November and December in one
calendar year and the month(s) of January, February and March in the succeeding calendar year.
2. BALANCING AREA

2.} if this Agreement covers more than one Balancing Area, it shall be applied as if each Balancing Area were covered
by separate but identical agreements. All balancing hereunder shall be on the basis of Gas taken from the Balancing Area
measured in (Alternative 1) O Mcfs or (Alternative 2) M MMBitus.

22 In the event that all or part of the Gas deliverable from a Balancing Area is or becomes subject to one or more
maximum lawful prices, any Gas not subject to price controls shall be considered as produced from a single Balancing Area
and Gas subject to each maximum lawful price category shall be considered produced from a separate Balancing Area.

3. RIGHT OF PARTIES TO TAKE GAS

3.1 Each Party desiring to take Gas will notify the Operator, or cause the Operator to be notified, of the volumes
nominated, the name of the transporting pipeline and the pipeline contract number (if available) and meter station relating
to such delivery, sufficiently in advance for the Operator, acting with reasonable diligence, to meet all nomination and other
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requirements. Operator is authorized to deliver the volumes so nominated and confirmed (if confirmation is required) to the
transporting pipeline in accordance with the terms of this Agreement.

3.2 Each Party shall make a reasonable, good faith effort to take its Full Share of Current Production each month, to the
extent that such production is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to
preserve correlative rights, or to maintain oil production.

33 When a Party fails for any reason to take its Full Share of Current Production (as such Share may be reduced by the
right of the other Partics to make up for Underproduction as provided herein), the other Parties shall be entitled to take any
Gas which such Party fails to take. To the extent practicable, such Gas shall be made available initially to each Underproduced
Party in the proportion that its Percentage Interest in the Balancing Area bears to the total Percentage Interests of all
Underproduced Parties desiring to take such Gas. If all such Gas is not taken by the Underproduced Parties, the portion not
taken shall then be made available to the other Parties in the proportion that their respective Percentage Interests in the
Balancing Area bear to the total Percentage Interests of such Parties.

34 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless of whether such Party is
underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such taking
Party.

3.5 Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in any month to take any
Gas in excess of three hundred percent (300%) of its Percentage Interest of the Balancing Area's then-current Maximum
Monthly Availability, provided, however, that this limitation shall not apply to the extent that it would preclude production
that is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative
rights, or to maintain oil production. "Maximum Monthly Availability" shall mean the maximum average monthly rate of
production at which Gas can be delivered from the Balancing Area, as determined by the Operator, considering the maximum
efficient well rate for each well within the Balancing Area, the maximum allowable(s) set by the appropriate regulatory agency,
mode of operation, production facility capabilities and pipeline pressures.

36 In the event that a Party fails to make arrangements to take its Full Share of Current Production required to be
produced to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative rights, or
to maintain oil production, the Operator may sell any part of such Party's Full Share of Current Production that such Party fails
to take for the account of such Party and render to such Party, on a current basis, the full proceeds of the sale, less any
reasonable marketing, compression, treating, gathering or transportation costs incurred directly in connection with the sale of
such Full Share of Current Production. In making the sale contemplated herein, the Operator shall be obligated only to obtain
such price and conditions for the sale as are reasonable under the circumstances and shall not be obligated to share any of its
markets. Any such sale by Operator under the terms hereof shall be only for such reasonable periods of time as are consistent
with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess of one
year. Notwithstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a Party under the provisions hereof shall
be deemed to be Gas taken for the account of such Party.

4. IN-KIND BALANCING
4.1 Effective the first day of any calendar month following at least __thirty (__30 _)days' prior

written notice to the Operator, any Underproduced Party may begin taking, in addition to its Full Share of Current
Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreement, a share of current production determined
by multiplying fifty percent ( 50 %) of the Full Shares of Current Production of all Overproduced Parties by
a fraction, the numerator of which is the Percentage Interest of such Underproduced Party and the denominator of which

is the total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an

Overproduced Party be required to provide more than __ fifty percent ( 50 %) of its Full Share of Current
Production for Makeup Gas. The Operator will promptly unotify all Overproduced Parties of the election of an Underproduced
Party to begin taking Makeup Gas.

42 0O (Optional - Seasonal Limitation on Makeup - Option 1) Notwithstanding the provisions of Section 4.1, the
average monthly amount of Makeup Gas taken by an Underproduced Party during the Winter Period pursuant to Section 4.1
shall  not exceed the average monthly amount of Makeup Gas taken by such Underproduced Party during the

( ) months immediately preceding the Winter Period.
42 © (Optional - Seasonal Limitation on Makeup - Option 2) Notwithstanding the provisions of Section 4.1, no
Overproduced Party will be required to provide more than twenty-five percent ( 25 %) of its Full Share

of Current Production for Makeup Gas during the Winter Period.

43 0O (Optional) Notwithstanding any other provision of this Agreement, at such time and for so long as Operator, or
(insofar as concerns production by the Operator) any Underproduced Party, determines in good faith that an Overproduced
Party has produced all of its share of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may
be required to make available for Makeup Gas, upon the demand of the Operator or any Underproduced Party, up to
percent ( %) of such Overproduced Party's Full Share of Current Production.

5. STATEMENT OF GAS BALANCES

5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis of the volumes of Gas that each
Party is enutled to receive and the volumes of Gas actually taken or sold for each Party's account. Within forty-five (45) days
after the month of production, the Operator will furnish a statement for such month showing (1) each Party's Full Share of
Current  Production, (2) the total volume of Gas actually taken or sold for each Party's account, (3) the difference between
the volume taken by each Party and that Party’s Full Share of Current Production, (4) the Overproduction or
Underproduction of each Party, and (5) other data as recommended by the provisions of the Council of Petroleum
Accountants  Societies Bulletin  No.24, as amended or supplemented hereafter. Each Party taking Gas will promptly provide to
the Operator any data required by the Operator for preparation of the statements required hereunder.

52 If any Party fails to provide the data required herein for four (4) consecutive production months, the Operator, or
where  the Operator has failed to provide data, another Party, may audit the production and Gas sales and transportation
volumes of the non-reporting Party to provide the required data. Such audit shall be conducted only after reasonable notice and
during normal business hours in the office of the Party whose records are being audited. All costs associated with such audit
will be charged to the account of the Party failing to provide the required data.

6. PAYMENTS ON PRODUCTION

6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due on all volumes of Gas
actually taken by such Party.

6.2 [ (Alternative 1 - Entitlements) Each Party shall pay or cause to be paid all Royalty due with respect to Royalty

22
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owners to whom it is accountable as if such Party were taking its Full Share of Current Production, and only its Full Share of
Current Production.

62.10 (Optional - For wuse only with Section 6.2 - Alternative 1 - Entitlement) Upon written request of a Party
taking fess than its Full Share of Current Production in a given month ("Current Underproducer”), any Party taking more than
its Full Share of Current Production in such month ("Current Overproducer”) will pay to such Current Underproducer an
amount each month equal to the Royalty percentage of the proceeds received by the Current Overproducer for that portion of
the Current Underproducer's Full Share of Current Production taken by the Current Overproducer; provided, however, that
such payment will not exceed the Royalty percentage that is common to all Royalty burdens in the Balancing Area. Payments
made pursuant to this Section 62.1 will be deemed payments to the Underproduced Party's Royalty owners for purposes of
Section 7.5.

6.2 M (Alternative 2 - Sales) Each Party shall pay or cause to be paid Royalty due with respect to Royalty owners to
whom it is accountable based on the volume of Gas actually taken for its account.

6.3 In the event that any governmental authority requires that Royalty payments be made on any other basis than that
provided for in this Section 6, ecach Party agrees to make such Royalty payments accordingly, commencing on the effective date
required by such governmental authority, and the method provided for herein shall be thereby superseded.

7. CASH SETTLEMENTS

7.1 Upon the earlier of the plugging and abandonment of the last producing interval in the Balancing Area, the termination
of the Operating Agreement or any pooling or unit agreement covering the Balancing Area, or at any time no Gas is taken
from the Balancing Area for a period of twelve (12) consecutive mouths, any Party may give written notice calling for cash
settlement of the Gas production imbalances among the Parties. Such notice shall be given to all Parties in the Balancing Area.

7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the Operator will distribute to each
Party a Final Gas Settiement Statement detailing the quantity of Overproduction owed by each Overproduced Party to each
Underproduced Party and identifying the month to which such Overproduction is attributed, pursuant to the methodology
set out in Section 7.4.

73 M (Alternative | - Direct Party-to-Party Settlement) Within sixty (60) days after receipt of the Final Gas Settlement
Statement, each Overproduced Party will pay to each Underproduced Party entitled to settlement the appropriate cash
settlement, accompanied by appropriate accounting detail. At the time of payment, the Overproduced Party will notify the
Operator of the Gas imbalance settled by the Overproduced Party’s payment.

73 0O (Alternative 2 - Settlement Through Operator) Within sixty (60) days after receipt of the Final Gas Settlement
Statement, each Overproduced Party will send its cash settlement, accompanied by appropriate accounting detail, to the
Operator. The Operator will distribute the monies so received, along with any settfement owed by the Operator as an
Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days after issuance of the
Final Gas Settlement Statement. In the event that any Overproduced Party fails to pay any settlement due hereunder, the
Operator may turn over responsibifity for the collection of such settiement to the Party to whom it is owed, and the Operator
will have no further responsibility with regard to such settlement.

73.10 (Optional - For use only with Section 7.3, Alternative 2 - Settlement Through Operator) Any Party shall have
the right at any time upon thirty (30) days' prior written notice to all other Parties to demand that any settlements due such
Party for Overproduction be paid directly to such Party by the Overproduced Party, rather than being paid through the
Operator.  In the event that an Overproduced Party pays the Operator any sums due to an Underproduced Party at any time
after thirty (30) days following the receipt of the notice provided for herein, the Overproduced Party will continue to be fiable
to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party.

74 0O (Alternative 1 - Historical Sales Basis) The amount of the cash settlement will be based on the proceeds
received by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the
Overproduced Party in excess of the Overproduced Party's Full Share of Current Production. Any Makeup Gas taken by the
Underproduced Party prior to monetary settlement hereunder will be applied to offset Overproduction chronologically in the
order of accrual.

74 0O (Alternative 2 - Most Recent Sales Basis) The amount of the cash settlement will be based on the proceeds
received by the Overproduced Party under an Arm's Length Agreement for the volume of Gas that constituted Overproduction
by the Overproduced Party from the Balancing Area. For the purpose of implementing the cash settiement provision of the
Section 7, an Overproduced Party will not be considered to have produced any of an Underproduced Party's share of Gas until
the Overproduced Party has produced cumulatively all of its Percentage Interest share of the Gas ultimately produced from the
Balancing Area.

7.5 The values used for calculating the cash settiement under Section 7.4 will include all proceeds received for the sale of the
Gas by the Overproduced Party calculated at the Balancing Area, after deducting any production or severance taxes paid and any
Royalty actually paid by the Overproduced Party to an Underproduced Party's Royalty owner(s), to the extent said payments
amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression,
treating, gathering or transportation costs incurred directly in connection with the sale of the Overproduction.

751 (Optional - For Valuation Under Percentage of Proceeds Contracts) For Overproduction sold under a gas
purchase contract providing for payment based on a percentage of the proceeds obtained by the purchaser upon resale of
residue gas and liquid hydrocarbons extracted at a gas processing plant, the values used for calculating cash settlement will
include proceeds received by the Overproduced Party for both the liquid hydrocarbons and the residue gas attributable to the

Overproduction.

76 To the extent the Overproduced Party did not sell all Overproduction under an Arm's Length Agreement, the cash
settlement  will be based on the weighted average price received by the Overproduced Party for any gas sold from the
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Balancing Area under Arm's Length Agreements during the months to which such Overproduction is attributed. In the event
that no sales under Arm's Length Agreements were made during any such month, the cash settlement for such month will be
based on the spot sales prices published for the applicable geographic area during such month in a mutually acceptable pricing

bulletin.
over prime .
7.7 Interest compounded at the rate of one percent (___1 ~ %)/ per annum or the maximum lawful

rate of interest applicable to the Balancing Area, whichever is less, will accrue for all amounts due under Section 7.1 beginning
the first day following the date payment is due pursuant to Section 7.3. Such interest shall be borne by the Operator or any
Overproduced Party in the proportion that their respective delays beyond the deadlines set out in Sections 7.2 and 73
contributed to the accrual of the interest.

7.8 In lieu of the cash settlement required by Section 7.3, an Overproduced Party may deliver to the Underproduced Party
an offer to settle its Overproduction in-kind and at such rates, quantitics, times and sources as may be agreed upon by the
Underproduced Party. If the Parties are unable to agree upon the manner in which such in-kind settlement gas will be
furnished within sixty (60) days after the Overproduced Party's offer to settle in kind, which period may be extended by
agreement of said Parties, the Overproduced Party shall make a cash settlement as provided in Section 7.3. The making of an
in-kind settlement offer under this Section 7.8 will not delay the accrual of interest on the cash settlement should the Parties
fail to reach agreement on an in-kind settlement.

—39 - (Optiona Fg Balanei

8. TESTING
Notwithstanding any provision of this Agreement to the contrary, any Party shall have the right, from time to time, to

produce and take up to one hundred percent (100%) of a well's entire Gas stream to meet the reasonable deliverability test(s)
required by such Party's Gas purchaser, and the right to take any Makeup Gas shall be subordinate to the right of any Party to
conduct such tests; provided, however, that such tests shall be conducted in accordance with prudent operating practices only
after _ sixty ( 60 ) days' prior written notice to the Operator and shall last no longer than
twenty-four { 24 ) hours.
9.  OPERATING COSTS

Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionate share of all costs and

liabilities incurred in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Operating
Agreement, irrespective of whether any Party is at any time selling and using Gas or whether such sales or use are in
proportion to its Percentage Interest in the Balancing Area.

10. LIQUIDS

The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field equipment operated
for the joint account in accordance with their Percentage Interests in the Balancing Area.
11. AUDIT RIGHTS

Notwithstanding any provision in this Agreement or any other agreement between the Parties hereto, and further
notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years from the end of the calendar
year in which any information to be furnished under Section 5 or 7 hereof is supplied, any Party shaill have the right to audit
the  records of any other Party regarding quantity, including but not limited to information regarding Biu-content.
Any Underproduced Party shall have the right for a period of two (2) years from the end of the calendar year in which any
cash settlement is received pursuant to Section 7 to audit the records of any Overproduced Party as to all matters concerning
valugs, including but not limited to information regarding prices and disposition of Gas from the Balancing Area. Any such
audit shall be conducted at the expense of the Party or Parties desiring such audit, and shall be conducted, after reasonable
notice, during normal business hours in the office of the Party whose records are being audited. Each Party hereto agrees to
maintain records as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own operations,
along with the Royaity paid on any such Gas used by a Party in its own operations. The audit rights provided for in this
Section 11 shall be in addition to those provided for in Section 5.2 of this Agreement.

12. MISCELLANEOUS

12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement and the provisions of
any gas sales contract, or in the event of any conflict between the provisions of this Agreement and the provisions of the
Operating Agreement, the provisions of this Agreement shall govern.

12.2 Fach Party agrees to defend, indemnify and hold harmless all other Parties from and against any and all liability for
any claims, which may be asserted by any third party which now or hereafter stands in a contractual relationship with such
indemnifying Party and which arise out of the operation of this Agreement or any activities of such indemmfying Party under
the provisions of this Agreement, and does further agree to save the other Parties harmless from all judgments or damages
sustained and costs incurred in connection therewith.

12.3 Except as otherwise provided in this Agreement, Operator is aunthorized to administer the provisions of this
Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred which arise out of or in
connection with the performance of Operator's duties hereunder, except such as may result from Operator's gross negligence or
willful misconduct. Operator shall not be liable to any Underproduced Party for the failure of any Overproduced Party, (other
than Operator) to pay any amounts owed pursuant to the terms hereof.

12.4 This Agreement shall remain in full force and effect for as long as the Operating Agreement shall remain in force and
effect as to the Balancing Area, and thereafter until the Gas accounts between the Parties are settled in full, and shall inure to
the benefit of and be binding upon the Parties hereto, and their respective heirs, successors, legal representatives

4.
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and assigns, if any. The Parties hereto agree to give notice of the existence of this Agreement to any successor in interest of
any such Party and to provide that any such successor shall be bound by this Agreement, and shall further make any transfer of
any interest subject to the Operating Agreement, or any part thereof, also subject to the terms of this Agreement.

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

12.6 In the event that any "Optional" provision of this Agreement is not adopted by the Parties to this Agreement- by a
typed, printed or handwritten indication, such provision shall not form a part of this Agreement, and no inference shall be
made concerning the intent of the Parties in such event. In the event that any "“Alternative" provision of this Agreement is not
so adopted by the Parties, Alternative 1 in each such instance shall be deemed to have been adopted by the Parties as a result
of any such omission. In those cases where it is indicated that an Optional provision may be used only if a specific Alternative
1s selected: (i) an election to include said Optional provision shall not be effective unless the Alternative in question is selected;
and (i) the election to include said Optional provision must be expressly indicated hereon, it being understood that the
selection of an Alternative either expressly or by default as provided herein shall not, in and of itself, constitut¢ an election to
include an associated Optional provision.

12.7 This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing herein shall be construed
or interpreted as creating any rights in any person or entity not a signatory hereto, or as being a stipulation in favor of any
such person or entity.

12.8 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that any other Party
execute an appropriate memorandum or notice of this Agreement in order to give third parties notice of record of same and
submits same for execution in recordable form, such memorandum or notice shall be duly executed by the Party 10 which such
request is made and delivered promptly thereafter to the Party making the request. Upon receipt, the Party making the request
shall cause the memorandum or notice to be duly recorded in the appropriate real property or other records affecting the
Balancing Area.

12.9 In the event Internal Revenue Service regulations require a uniform method of computing taxable income by all
Parties, each Party agrees to compute and report income to the Internal Revenue Service (select one) [ as if such Party were
taking its Full Share of Current Production during each relevant tax period in accordance with such regulations, insofar as same
relate to entitlement method tax computations; or [ based on the quantity of Gas taken for its account in accordance with
such regulations, insofar as same relate to sales method tax computations.

13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1 Subject to the provisions of Sections 13.2 (if elected) and 13.3 hereof, and notwithstanding anything in this Agreement
or in the Operating Agreement to the contrary, if any Party assigns (including any sale, exchange or other transfer) any of its
working interest in the Balancing Area when such Party is an Underproduced or Overproduced Party, the assignment or other
act of transfer shall, insofar as the Parties hereto are concerned, include all interest of the assigning or transferring Party in the
Gas, all rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligations to make any
monetary payment which may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall
thereafter treat the assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or other
transferce for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled, and shall
cause Its assignee or other transferee to assume its obligations hereunder.

132 O (Optional - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement (including but not
limited to the provisions of Section 13.1 hereof) or in the Operating Agreement to the contrary, and subject to the provisions
of Section 13.3 hereof, in the event an Overproduced Party intends to sell, assign, exchange or otherwise transfer any of its
interest in a Balancing Area, such Overproduced Party shall notify in  writing the other working interest owners who are

Parties hereto in such Balancing Area of such fact at least thirty ( 30 ) days prior to closing the
transaction.  Thereafter, any  Underproduced Party may demand from  such  Overproduced Party in  writing,  within
thirty ( 30 y days after receipt of the Overproduced Party's notice, a cash settlement of its

Underproduction from the Balancing Area. The Operator shall be notified of any such demand and of any cash settlement
pursuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash
settlement pursuant to this Section 13 shall be paid by the Overproduced Party on or before the ecarlier to occur (i) of sixty (60)
days after receipt of the Underproduced Party's demand or (ii) at the closing of the transaction in which the Overproduced
Party sells, assigns, exchanges or otherwise transfers its interest in a Balancing Area on the same basis as otherwise set forth in
Sections 7.3 through 7.6 hereof, and shall bear interest at the rate set forth m Section 7.7 hereof, beginning sixty (60) days
after the Overproduced Party’s sale, assignment, exchange or transfer of its interest in the Balancing Area for any amounts not
paid. Provided, however, if any Underproduced Party does not so demand such cash settlement of its Underproduction from the
Balancing  Area, such Underproduced Party shall look exclusively to the assignee or other successor in interest of the
Overproduced  Party giving notice hereunder for the satisfaction of such Underproduced Party's Underproduction in accordance
with the provisions of Section 13.1 hereof.

13.3 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its interest or disposes of its
interest by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or parent company, or to
any company in which any parent or subsidiary of such Party owns a majority of the stock of such company.

14. OTHER PROVISIONS
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15. COUNTERPARTS

This Agreement may be executed in counterparts, cach of which when taken with all other counterparts shall constitute
a binding agreement between the Parties hereto; provided, however, that if a Party or Parties owning a Percentage Interest in
the Balancing Area equal to or greater than a percent ( %) therein fail(s) to execute this
Agreement on or before this Agreement shall not be binding upon any Party and shall be of

no further force and effect.
IN WITNESS WHEREQF, this Agreement shall be effective as of the day of

ATTEST OR WITNESS: OPERATOR

BY:

Type or print name

Title

Date

Tax ID or S.S. No.

NON-OPERATORS

BY:

Type or print name

Title

Date

Tax [D or S.S. No.

BY:

Type or print name

Title

Date

Tax ID or S.S. No.
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ACKNOWLEDGMENTS
Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The
validity and effect of these forms in any state will depend upon the statutes of that state.
Individual acknowledgment:
State of )
) ss.
County of )
This instrument was acknowledged before me on
by
(Seal, if any)
Title (and Rank)
My commission expires:
Acknowledgment in representative capacity:
State of )
) ss.
County of )
This instrument was acknowledged before me on
by
of
(Seal, if any)
Title (and Rank)
My commission expires:




EXHIBIT “F”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT EFFECTIVE NOVEMBER
1, 2001, BY AND BETWEEN PRIMERO OPERATING, INC., OPERATOR AND MCCABE PETROLEUM

CORPORATION, ET AL, NON-OPERATORS

Non-Discrimination and Certification of Non-Segregated Facilities

Definition: the word “Contractor” wherever used below shall mean “Operator” when this exhibit

form

1s

attached to an  Operating Agreement and shall mean  “Farmee”

when attached to a Farmout Agreement.

A.

Exhibit “F”
Page 1 of 2

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

1.

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

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

The Contractor will send to each labor union or representative of workers with which he
has a collective bargaining agreement or other such contract or understanding, a notice to
be provided by the agency contracting officer, advising the labor union or workers
representatives of the Contractor’s commitments under Section 202 of Executive Order
No. 11246 of September 24, 1965, and shall post copies of the notice in conspicuous
places available to employees and applicants for employment.

The Contractor will comply with all provisions of Executive Order No. 11246 of
September 24, 1965, and by the rules, regulations and orders of the Secretary of Labor.

The Contractor will furnish all information and reports required by Executive Order No.
11246 of September 24, 1965, and by the rules, regulations and orders of the Secretary of
Labor for purposes of investigation to ascertain compliance with such rules, regulations
and order.

In the event of Contractor’s non-compliance with the nondiscrimination clauses of this
contract or with an of such rules, regulations or orders, this contract may be cancelled,
terminated or suspended in whole or in part and the Contractor may be declared ineligible
for further Government contracts in accordance with procedures authorized in Executive
Order No. 11246 of September 24, 1965, and such other sanctions may be imposed and
remedies invoked as provided in said Executive Order No. 11246 of September 24, 1965,
or by rules, regulation or order of the Secretary of Labor, or as otherwise provided by
law.

The Contractor will include the provisions of Paragraphs (1) through (7) in every
subcontract or purchase order unless exempted by rules, regulations or orders of the
Secretary of Labor issued pursuant to Section 204 of the Executive Order No. 11246 of
September 24, 1965, so that such provisions will be binding upon each subcontractor or
vendor. The Contractor will take such action with respect to any subcontract or purchase
order as the contracting agency may direct as a means of enforcing such provisions,
including sanctions for noncompliance; provided, however, that in the event the
Contractor becomes involved in, or is threatened with litigation with a subcontractor or
vendor as a result of such direction by the contracting agency, the Contractor may request
the United States to enter into such litigation to protect the interest of the United States.
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Exhibit “F”
Page 2 of 2

EQUAL EMPLOYMENT REPORTING

The Contractor, unless exempt, agrees to file with the appropriate federal agency a
complete and accurate report on Standard Form 100 (EEO-1) within 30 days after the
signing of this agreement or the award of any such purchase order, as the case may be,
(unless such a report has been filed in the last 12 months) and agrees to continue to file
such reports annually, on or before March 31%. (41 CFR 60-1.7(A))

AFFIRMATIVE ACTION COMPLIANCE PROGRAM

The Contractor agrees to develop and maintain a current written affirmative action
compliance program for each of its establishments in accordance with the regulations of
the Secretary of Labor promuigated under Executive Order No. 11246, as amended. (41
CFR 60-1.40)

VETERAN’S EMPLOYMENT

In the event the agreement to which this exhibit is attached is for the purpose of carrying
out a contract with any department or agency of the United States for the procurement of
personal property and non-personal services (including construction) for the United
States as provided by Section 2012 of Title 38 USC, Contractor agrees to give special
emphasis to the employment of qualified disabled veterans and veterans of the Vietnam
era and to list immediately with the appropriate local employment service office of its
suitable employment openings.

EQUAL OPPORTUNITY IN EMPLOYMENT CERTIFICATION OF NONSEGREGATED
FACILITIES

Contractor, by entering into the contract to which this Exhibit is attached, certifies that he
does not maintain or provide for his employees any segregated facilities at any of his
establishments, and that he does not permit his employees to perform their services at any
location, under his control, where segregated facilities are maintained. He certifies
further that he will not maintain or provide for his employees any segregated facilities at
any of his establishments, and that he will not permit his employees to perform their
services at any location, under his control, where segregated facilities are maintained.
Contractor agrees that a breach of this certification is a violation of the Equal Opportunity
clause in this contract. As used in this certification, the term “segregated facility” means,
but is not limited to, any waiting rooms, work areas, rest rooms and wash rooms,
restaurants and other eating areas, time clocks, locker rooms and other storage or dressing
areas, parking lots, drinking fountains, recreation or entertainment areas, transportation
and housing facilities provided for employees which are segregated by explicit directive
or are in fact segregated on the basis of race, creed, color, sex or national origin, because
of habit, local custom, or otherwise. He further agrees that (except where he has obtained
identical certifications from proposed subcontractors for specific time periods) he will
obtain identical certifications from proposed subcontractors prior to the award of
subcontracts exceeding $10,000.00 which are not exempt from the provisions of the
Equal Opportunity clause; that he will retain such certifications in his files; and that he
will forward the following notice to such proposed subcontractors (except where the
proposed subcontractors have submitted identical certifications for specific time periods):
NOTICE TO PROSPECTIVE CONTRACTORS OF REQUIREMENT FOR
CERTIFICATIONS OF NONSEGREGATED FACILITIES: A Certification of
Nonsegregated Facilities, as required by the May 9, 1967 Order (32 CFR 7439, May 19,
1967) on Elimination of Segregated Facilities by the Secretary of Labor, must be
submitted prior to the award of a subcontract exceeding $10,000.00 which is not exempt
from the provisions of the Equal Opportunity clause. The Certification may be
submitted either for each subcontract or for all subcontracts during a period (l.e.,
quarterly, semi-annually or annually).



EXHIBIT "G"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT EFFECTIVE NOVEMBER 1, 2001, BY AND BETWEEN PRIMERO
OPERATING, INC., OPERATOR AND MCCABE PETROLEUM CORPORATION,

ET AL, NON-OPERATORS

There is no Exhibit “G” to this agreement
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IN WITNESS WHEREOF, this agreement shall be effective as of the __1* day of __November ,

2001 .

Artiolaes have -bean-mada-ta-tha-form
#f s REVe-DeoR-Maae-to-tne-1orh-

ATTEST OR WITNESS: OPERATOR: PRIMERO OPERATING, INC.

By

J. Phelps White IV
Type or print name

Title __President

Date

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

MCCABE PETROLEUM CORPORATION
By B '-’3\'\ v

Greg McCabe
Type or print name

Title _ President
Date l [~ {a- O l
TaxIDorSS.No._ 449~ 33 1317

ATTEST: BENSON-MONTIN-GREER
DRILLING CORPORATION

By

Theresa Pacheco, Secretary
Mike Dimond

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

ATTEST: CEJA CORPORATION

By

Weldon G. Spitzer, Assistant Secretary
Paul G. Rose

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

-18 -



STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White 1V. President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond. Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on . 2001, by Paul G. Rose. Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by BILL FENN.
My Commission Expires:
Notary Public

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on 2001, by James M. Alexander, President of
JMA Qil Properties, Ltd, a Texas limited partnership.

My Commission Expires:

Notary Public

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before me on N\ovemher (g, 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas corporation.

My Commission Expires:

i,
\\?:h“'."'g"/
5 LAY 4

zo:*'.'

HEATHER D. CHAPPELL
NoTARY PusLic
STATE OF TEXAS

My Comm. Exp. 04-24-2002

O

3

(L, f> acd

Notary Public

e

2.
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IN WITNESS WHEREOF, this agreement shall be effective as of the _ 1® day of __November

2001

ATTEST OR WITNESS:

ATTEST:

" i PSoer

26

27

28

29

30

3

32

KX

34

35

36

37

By

OPERATOR: PRIMERO OPERATING, INC.

J. Phelps White IV

Type or print name

Title __President

Date

Tax ID or S.S. No. 85-0391189

NON-OPERATORS

Theresa Pacheco, Secretary

ATTEST:

Weldon G. Spitzer, Assistant Secretary

-18-

By

By

By

MCCABE PETROLEUM CORPORATION

Greg McCabe

Type or print name

Title _ President

Date

Tax ID or S.S. No.

BENSON-MONTIN-GREER

LA At

Mike Dimond

Type or print name

Title _ Vice-President

Date /{LZ/(/ /
TaxID or S.8.No. B2 Ol 777

CEJA CORPORATION

Paul G. Rose

Type or print name

Title _ Vice-President

Date

Tax ID or §.5. No.




STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )

This instrument was acknowledged before me on

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

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

, 2001, by J. Phelps White IV, President of

Notary Public

This instrument was acknowledged before me on _f\ ZQ V. by, 2001, by Mike Dimond. Vice-President of
BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

7-24-p+f

STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )

This instrument was acknowledged before me on
CEJA CORPORATION, a Oklahoma corporation.

My Commisston Expires:

STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )

This instrument was acknowledged before me on

My Commission Expires:

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on
JMA Oil Properties, Ltd, a Texas limited partnership.

My Commission Expires:

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before me on
McCABE PETROLEUM CORPORATION, a Texas corporation.

My Commission Expires:

21

Opsnt & Ireeti,.

Notary Public

, 2001, by Paul G. Rose, Vice-President of

Notary Public

, 2001, by BILL FENN.

Notary Public

, 2001, by James M. Alexander, President of

Notary Public

, 2001, by Greg McCabe, President of

Notary Public
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1 IN WITNESS WHEREOF, this agreement shall be effective as of the _ 1 day of __November
2 2001 .

wha-bas R 0 s
3 - WRe-HaS-proparodaid—o o4

4
s Astieles -have-been-rade-to-the-form:
p ATTEST OR WITNESS: OPERATOR: PRIMERO OPERATING, INC.
7
8 By
9 J. Phelps White 1V

Type or print name

10

11 Title __President

12 Date

13 Tax ID or S.S. No. 85-0391189

14

15 NON-OPERATORS

16

17 MCCABE PETROLEUM CORPORATION

By
18 Greg McCabe
Type or print name

19

20 Title _ President

21 Date

22 Tax ID or S.S. No.

23

24 ATTEST: BENSON-MONTIN-GREER
25 DRILLING CORPORATION

By
26 Theresa Pacheco, Secretary
Mike Dimond

27 Type or print name

28 Title _ Vice-President

29 Date

30 Tax ID or S.S. No.
3t

32 ATTEST: CEJA '6R/2RAT]0N '
- o e il

33 Weldon G. Spitzer, Assnst“TSecretary

Paul G, Rose
34 Type or print name
35
Title _ Vice-President
36
Date
37

Tax ID or S.S. No.

-18-



STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White IV, President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commussion Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on . 2001, by Mike Dimond. Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on 10’7 , 2001, by Paul G. Rose, Vice-President of

CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:

M_M

.

STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, by BILL FENN.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by James M. Alexander, President of
JMA Qil Properties, Ltd, a Texas limited partnership.
My Commission Expires:
Notary Public

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before me on
McCABE PETROLEUM CORPORATION, a Texas corporation.

2001, by Greg McCabe, President of

My Commission Expires:

Notary Public

21



NON-QPERATORS (Cont’d.)

ad g,

Date: ! /

JMA OIL PROPERTIES, LTD.

3y

James M. Alexander

BILL FE?Nfs his sof€ and separate property
/o

ATTEST:

Roseann Sessa, Secretary

ATTEST:

Linda S. Buckner, Secretary

Type or print name

Title _ President

Date

Tax 1D or S.S. No.

MJR INVESTMENT CORPORATION

By

John E. Smeltzer 111

Type or print name

Title _ Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax 1D or S.S. No.

SLASH FOUR ENTERPRISES, INC.

By

J Phelps White IV

Type or print name

Title _ President

Date

Tax ID or S.S. No.

TEJON EXPLORATION COMPANY

By

Josepth Edwin Canon

Type or print name

Title _ Vice-President

Date




STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, by J. Phelps White [V, President of

PRIMERO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me or , 2001, by Mike Dimond. Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me on . 2001, by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notary Public

STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )

This instrument was acknowledged before me on / ’/ S/ . 2001, by BILL FENN.

MARILYN K. ALLEN

N b K 200

5 NEW MEXICO / L2 Y
" N 1
Com. Expires 2t 16,2008 otary Public

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on , 2001, by James M. Alexander, President of
JMA Oil Properties, Ltd, a Texas limited partnership.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)
This instrument was acknowledged before me on , 2001, by Greg McCabc, President of
McCABE PETROLEUM CORPORATION, a Texas corporation. :
My Commission Expires:
Notary Public
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STATE OF NEW MEXICO )

) ss
COUNTY OF CHAVES )
This instrument was acknowledged before m¢ on . 2001, by J. Phelps White IV, President of

PRIMERQO OPERATING, INC., a New Mexico corporation.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF SAN JUAN )
This instrument was acknowledged before me on , 2001, by Mike Dimond, Vice-President of

BENSON-MONTIN-GREER DRILLING CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF OKLAHOMA)
) ss
COUNTY OF TULSA )
This instrument was acknowledged before me: on . 2001, by Paul G. Rose, Vice-President of
CEJA CORPORATION, a Oklahoma corporation.
My Commission Expires:
Notarv Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by BILL FENN.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on L7%h 2001, by James M. Alexander. President of

JMA Qil Properties, Ltd, a Texas limited partnership.

AW, DEBBIE J. TAYLOR

A 7F%  Notary Public, State of Texas

My Commission Expires
June 19, 2004

Notary Public 9 E’ ? -

STATE OF TEXAS )
) ss
COUNTY OF MIDLAND)

This instrument was acknowledged before tne on , 2001, by Greg McCabe, President of
McCABE PETROLEUM CORPORATION, a Texas ccrporation.

My Commission Expires:

Notary Public

21



NON-OPERATORS (Cont’d.)

BILL FENN, as his sole and separate property
Date: :

ATTEST:

Roseann Sessa, Secretary

ATTEST:

Linda S. Buckner, Secretary

JMA OIL PROPERTIES, LTD.

James M. Aléxander

Type or print name

Title __President

Date ”’ 7/0 L
rxiDorss.No 2SS V6 AL T

MJR INVESTMENT CORPORATION

By

John E. Smeltzer 1H

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title _Attorney-in-Fact

Date

Tax ID or S.S. No.

- SLASH FOUR ENTERPRISES, INC.

By

J Phelps White 1V

Type or print name

Title _ President

Date

Tax ID or S.S. No.

TEJON EXPLORATION COMPANY

By

Josepth Edwin Canon

Type or print name

Title _ Vice-President

Date




NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN. as his sole and separate property
Date: James M. Alexander

Type or print name

Title __President

Date

Tax ID or S.S. No.

L -
Roseann Sessa. Seretary

ATTFST: / MJR INVESTMENT CORPORATION
Aa@l/l/ M By .‘- ’
Cimdp & v

Title _ Vice-President

Date n /78/0’

TaxIDorSS.No. {3~ 3f83v2 83

THE RUDMAN PARTNERSHIP

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

By

J Phelps White IV

Type or print name

Title __President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY

By

Linda S. Buckner. Secretary
Josepth Edwin Canon

Type or print name

Title __Vice-President

Date




STATE OF NEW YORK )
) ss
COUNTY OF NEW YORK )

a—
This instrument was acknowledged before me on [(y vep.dec 2, 2001, by John E. Smeltzer. II1. Vice-
President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:
(2/31/0] LN A B US| DW N
' Notary Jublic o

MAFALDA P. RANTZ
Notary Public, Stats of New York

QuaMled 1n Richames
a In Ri d Cou
STATE OF TEXAS ) Commission Expires ber. a1 o
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on , 2001, by Sherral Goodwin, Attorney-in-
Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public

STATE OF TEXAS

COUNTY OF TAYLOR

N N Nt
7

This instrument was acknowledged before me on
President of TEJON EXPLORATION COMPANY, a Texas corporation.

2001, by Josecph Edwin Canon, Vice-

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on , 2001, by John M. Warren, President of

WARREN, INC., a New Mexico corporation.
My Commission Expires:

Notary Public

22



Signature Page to Operating Agreement
for Cat Head Mesa Unit,

Socorro County, New Mexico.

NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN, as his sole and separate property
Date: : James M. Alexander
Type or print name

Title __President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer 111
Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN,PARTNERSHIP

Sherral Goodwin
Type or print name

Title __Attorney-in-Fact

pate November 29, 2001

Tax ID or S.S. No. _ 75-2333494

SLASH FOUR ENTERPRISES, INC.

By

J Phelps White IV
Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY

By

Linda S. Buckner, Secretary
Josepth Edwin Canon
Type or print name

Title _ Vice-President

Date




STATE OF NEW YORK )
) ss

COUNTY OF NEW YORK )
This instrument was acknowledged before me on , 2001, by John E. Smelwer. 11l. Vice-
President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS )
) ss

COUNTY OF DALLAS )

This instrument was acknowledged before me on[ng‘@»j 2001. by Sherral Goodwin. Anormne-in-
Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires, _ , | ‘
RANGCES SULLIVAN QA} gﬂé
e, f State of Texas MLL& 'y éw
My Commussion Expires Notary Public
03/07/2004

STATE OF NEW MEXICO )

COUNTY OF CHAVES )
This instrument was acknowledged before me on . 2001, by J. Phelps White. IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS )
) ss

COUNTY OF TAYLOR )

This instrument was acknowledged before me on , 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss

COUNTY OF BERNALILLO )

This instrument was acknowledged before me on . 2001, by John M. Warren, President of

WARREN, INC., a New Mexico corporation.

My Commission Expires:

Notary Public



NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN, as his sole and separate property
Date: : James M. Alexander

Type or print name

Title _President

Date

Tax ID or S.S. No.

ATTEST: MJIR INVESTMENT CORPORATION

By

Roseann Sessa, Secretary
John E. Smeltzer 111

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

By

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

S O, RISES, INC.
By -/ -

J Plém White IV

Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: TEJON EXPLORATION COMPANY

By

Linda S. Buckner, Secretary
Josepth Edwin Canon

Type or print name

Title _Vice-President

Date




STATE OF NEW YORK )

) ss
COUNTY OF NEW YORK )
This instrument was acknowledged before me on . 2001, by John E. Smeltzer. IIl. Vice-

President of MJIR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on , 2001, by Sherral Goodwin. Attornev-in-

Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )

This instrument was acknowledged before me on \’/I 0L . 5 , 2001, by J. Phelps White, 1V, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.

My Commission E:gargg&& CETE ST

OUTIAL :r:\\_L" i |
spadid LAWLIS : V.
\:'E«h Y FUBLIC y ! ; &AA) /

LW MEXJO 07 Notary Public

STATE Ul N

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on
President of TEJON EXPLORATION COMPANY, a Texas corporation.

2001, by Joseph Edwin Canon, Vice-

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )
This instrument was acknowledged before me on , 2001, by John M. Warren, President of

WARREN, INC., a New Mexico corporation.
My Commission Expires:

Notary Public

22



NON-OPERATORS (Cont’d.)

JMA OIL PROPERTIES, LTD.

By

BILL FENN, as his sole and separate property
Date: James M. Alexander

Type or print name

Title _ President

Date

Tax ID or S.S. No.

ATTEST: MJR INVESTMENT CORPORATION

By

Roseann Sessa. Secretary
John E. Smeltzer 1]

Type or print name

Title __Vice-President

Date

Tax ID or S.S. No.

THE RUDMAN PARTNERSHIP

Sherral Goodwin

Type or print name

Title __Attorney-in-Fact

Date

Tax ID or S.S. No.

SLASH FOUR ENTERPRISES, INC.

J Phelps White IV

Type or print name

Title _ President

Date

Tax ID or S.S. No.

TE EXPLORATION

W By

Linda S. Buckner. Secretary

J[epth Edwin Canon

Type or print name

Title __Vice-President

Date ///M /0/
/ /

19



STATE OF NEW YORK )

) ss
COUNTY OF NEW YORK )
This instrument was acknowledged before me on . 2001, by John E. Smeltzer. IIl. Vice-

President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

Notary Public
STATE OF TEXAS )
) ss
COUNTY OF DALLAS )
This instrument was acknowledged before me on , 2001, by Sherral Goodwin, Attornev-in-

Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White, IV, President of

SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )

This instrument was acknowledged before me on November 20th = 2001, by Joseph Edwin Canon, Vice-
President of TEJON EXPLORATION COMPANY, a Texas corporation.

My Commission Expires:

1-4-02 zﬁ 'lh qu !Z;mmz
N

otary Public

rowesn

E25 1, LINDAJEAN KINARD
* Notory Public, State of Texos
e My Commission bxp 01-04-02 f

CORCOCY

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

This instrument was acknowledged before me on , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.

My Commission Expires:

Notary Public

22



Cat Head Mesa Operating Agreement

ATT? WARREN, INC.
& M(—/]ﬂdp‘/t,n By Z///’/ Lolarer
Sarah W. Curro, Secretary s

ohn M. Warren

Type or print name

Title __President

Date //-F-o/

TaxIDorSS.No. _ §Y ©274(32

20



~

Cat Head Mesa Operating Agreement

-

STATE OF NEW YORK )
) ss
COUNTY OF NEW YORK )
This instrument was acknowledged before me on , 2001, by John E. Smeltzer. III. Vice-

President of MJR INVESTMENT CORPORATION, a Delaware corporation.

My Commission Expires:

S ’ Notary Public

STATE OF TEXAS )
) ss
COUNTY OF DALLAS )

This instrument was acknowledged before me on , 2001, by Sherral Goodwin. Attorney-in-
Fact of THE RUDMAN PARTNERSHIP, a Texas general partnership.

My Commission Expires:

Notary Public
STATE OF NEW MEXICO )
) ss
COUNTY OF CHAVES )
This instrument was acknowledged before me on , 2001, by J. Phelps White, IV, President of
SLASH FOUR ENTERPRISES, INC., a New Mexico corporation.
My Commission Expires:
Notary Public
STATE OF TEXAS )
) ss
COUNTY OF TAYLOR )
This instrument was acknowledged before me on , 2001, by Joseph Edwin Canon, Vice-

President of TEJON EXPLORATION COMPANY, a Texas corporation,

My Commission Expires:

Notary Public

STATE OF NEW MEXICO )
) ss
COUNTY OF BERNALILLO )

This instrument was acknowledged before me on ’ , 2001, by John M. Warren, President of
WARREN, INC., a New Mexico corporation.

My Commission Expires:

©oHY STATE OF Nuw Zx.uco
r v Coeamiteion Expices 27
— 2 %

OFFICIAL SEAL
"R A, JONSTON Notary Public

SOTARY ;UBLIC

~ =
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