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OPERATING AGR1!EMENT~ ULTRA RESOURCES. INC,
Twa AGREEMENT, ente(ed lnto by and twecn arties other than O~rator sometimes

hereina fter designated and referred to as "Operator," and the slgnato~, party or p " '
hereinafter referred to individually as "Non-Operator:' and oolleetively .. Non-Oper

ator
.-

WITNESSeTH:
f '1 d G Le ~nd/or Oil and Gas Interests in the land

WHERllAS the parties to thl! agreement are owners 0 Or an as ase! 0'1, h d t t ft'ore and develop these Leases and/or I
Identified In Exhibit "A:' and the parties hereto have rene e on '8feemen • 0 e,,1" ,
and G.9 Imerests fot the pro<luction 01 Oil and Ga. to the extent and as herem. Iter prowded,

NOW, THERBFORE, it is .greed a. lotlow"
ARTICLE I.

DEFINITIONS
Ju used in' this agreement the following words and term •• hell have the m eanlngs here o.crib<.d to them:
A. The term "AFE" shan'me.n an Authority lor Expenditure prepared by a party to this agreement lor the purpose of

estimating the costs to be'incurred in conduct ing sn operation hereunder. .
B. The term "Completion" or "Complete" shall mean a single operation intended to co~plete a well. as a prO<!u~er of ?JI

and Ga. in one or more Zones, Induding, but not limited to, the sening of production casIng. perforating, well st,mulauon

and ptoduction te.ting conducted in such operation. ,
C. The term "Contract Are." .holl mean .n of the lands, Oil and Ga. Leases and/or 011 and Gu Interests Inte~ed to be

developed amI operat.d for Oil and Ga. purpo ses under this aBreement. Sud, land., Oil and Goo l eases and 0,1 ond Ges

Interesra are described In Exhibit "A" :
D. The term "Deepen" shall mean a single operation wherdly • well I. drilled to .n objeetive;Zon. below the deepest

Zone In which the well wns previously drilled, Or below the Deepest Zone proposed in the associated AFE, whichever Is the

lesser.
E. The rerrns "Drilling Par(y" and "Con.enting Party" shal! mean a party who "gre es to loin in and pay it. share of the

cost of any operation conducted under rhe provisions of ,hi. ·sreement.
F. The term "Drilling Unit" .haH mean the are. fixed for the drilling 01 nne well by order or lUI. of any state Of federal

body hning authority. [f a Drilling Unit is not fixed by any such rule or order, a. DtilHng Unit shall be the drilling unit as

established by the pattern of drllling in the Contract Are. unless fl~ed by express agreement of the DriUlng Parties.
G. The term "Drillske" shan mean the 011 and Gas Lease or Oil and Gas Interest on whirh 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 VIA
I. The term "Non-Consent Well" shall mean a well In which lesB than all parties have conducted an operation .~

provided in Aulde VI.B,2.
J, The terms "Non-Drillfng Parry" and "Non.Consenting Party" shan mean II !Jorty who elects not to participate in a

proposed operation.
K. The term "Oil and G•• " .h.u mean oil, SB., cs.IIISh •• d g.B, BO! ""nd.nnte, and/or .11 other liquid or gaseous

hydrocarbon. and other marketable substance. produced therewith, unle .. on ineene to limit the IlIdu.lvene •• of thl. term i.

.pedficolly steted.
L. The term "Oil and G.. 'ntere>t5" or "Interests" .h.1I mean unteased Iee and miner" Intere.!! In Oil and G•• in tracts

of land lying within the Contract Area which are owned by portie. to thl. agreement.
M, The term. "Oil ."d Ga. Lease," "Lease" and "Leasehold" .hall mean the 011 and Bas leases or interest. thereln

coveting tract. of 19nd lying within the CoOlroc! At •• whkh are owned by the "arties to this agreement.
, N. The term "Plug Back" .hall mean a "ngle operation whereby a deeper Zone is abandoned in order to attempt a

Complerion in 9 .h.llower Zone.
0_ The term "Reeompletloo" or "Recornpleee" shall mean an operation whereby a Completion in one Zone is abandoned

in order to attempt. Completion In a different Zone ....Ithin the e~Isting wellbore.
P. The term "Rework" .h.1I mean an operation conducted In the well bore of a well _fter it is Completed to secure,

restore, or improve productlnn In • Zone which Is currently open to production in the ""e!lOOt e. Such operations include, but
ate not limited 10, well stlmuI1lt]"n operations but exclude Rny routine repair or m.intenonce work or ddlling, Side tucking,
Deepening, Compl.dng. Recomplering, or Plugging Back of a well.

Q, The term "Sldurock" shaU mean the directln ... 1 control and Intentional d.vlation oC • well fro"/vertical '0 .. to
change the bottom hole location unless done to ~tr.lght.n the hole or to drm around Junk In the hole to overcome other
merhanlcal difficulties. *the original intended wellbore

R. The term "Zone" .1,.11 moan a .uotum of eanh ennt.lnlng or thought to contain a common accumulation of Oil and
G•• separately producible f£Om any oth ee <ommon oerumulotion or 0/1 and G... .

Unle •• the conte"! erherwlse dearly IndkRte" words used In the singular Indude the pillral, the word "person" Includes
natural and _"if Idol penon!, the plutal include. the slngulat, ond ony gender includes the mas.:uline, lemlnin., and neuter.

ARl'lCI.I! U.
EXHIBITs

The following uhiblu, u indle.ted below and mached. hereto, ore inoorporated In and made a part hereof:
J:.......... A, Ilxhibir "A," shdl indude the following Information: .

_.(I) Description of lond§.ublect to tlti~!Ilre!!,mJ!nt, : _ - .- - _ .
c {2) -Resttktloni, if"aoy~ i. to dept";, formation., or subaearte es,

(3) Porti •• to agreement with addr eeees olld telephone numbers for notice purposes,
(4) Perceneages or fucciDnal fnt-ereJt., of parties to this agreement,
0) 011 and Gn Leases and/or Oil and Ga. Interests subject to this agreement,
(6) Burdel'" el\ "."dRoti,,",

'fl. Exhibit "fl:' Pot 111 of b:aSt.
----X- C. Exhibit "C:,'Acwllntlng Procedure.
--.X..- D. E"hiblt "D;' Imuranee.
~ E. Ilxhibit "E," G., aalanclng Agteement. .
---X- F. Exhibit "F," Non·Di.criminatlon ond c"rtifkatlort of Non.Segregoted P.cilltie~.

G. Hxhibit "0." Tar Faltn.",hi",.
_X__ H. Other: Memorandum of Operating Agreement
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A, Oif ontl G .. In,ere.t., • th t [ruerea r shall be tte.iod 10. 1111purpo ••• 01 this
'I I G I t r 9t In tho Contract "reo, a hi . "Il"

If any par'Y own. on (), an' o. u eel Iorm of O' land GM Lease auached hereto as Ex IIblt ,
, I I II it were covered by t ie orrn 0 I J

"Bltemen' 011<1tlurmg the term sereu a. , I I 1 h leas e and Ih. interest of the lessee thereuu er.
., d the owner thereof sh.1I be deemetl iii own both roya ty "terest t1 sue" , ,
D, lnt.r.~t~ of Potties In CO'IS ond Prodoctlon: I' 1 'II' I ,0" "'I 0I,eutinn9 under this _greelllent shall Ire Lmne

I ' , II t, OU Rnd ta II lie' ncur." , I'
lInl ••• changed by 01 'Of I",,·,oum.,. I I I e- t I At •• "h.ll be owned hy the I,ar"e, as I icrr

I I I dI nperar Oil! on I Ie .. on rae " •• " ,
.",1 [,.Id, and .11 eq"l~n'.nl ."d ", .. er" 9 nequ re t1 I 'I II .18" ow" .11 produc.i,," of Oil 011,1 Ga. frolll the

I ' (I I'll "1'1" I .1e sn",e manll er ,' ,e porue •• ,.
lnt eres ts ", •• et f~t" III .~ II> t ' 11 , nill es ond Itlher b"rdeu. UI1 prudUdlun as de.cdbed her •• fter,
Co"".ct Arco ."h,eet, I",,,, .... r, If' tl,. l'"y",em or roy ., I 0'1 nd G•• JUI.test on which royally or otherJh I Y 011 ."d 0o, .enSC or u a ,

nesartlleu uf ",hkh puty has contr utet a" 1 'd I' tIl" allroe'nent each par.y .holl pny or deliver, '"
tI I wl~o upte,. Y prov •• t til •• , ,

Imrde ... moy he p.yahlo... exc<l'( us lOt ,e, I I I,' n from rhe CIlntllCt /"OQ up to, but nllt in exce ss uf,
-, I' d II b I nil. share o t ie pru' lie IUcause to b. pold or ue "ere, A urcens 0 , Ir I r • I I Id 'he ",hD' 1,•• ~le. Iree rrum ."y Uabili[y ""fCr.,.,

LJ 50% IUlli .III.~U U1ll(uuu v, tIC cuu nnt m I 'I •
• I • -., :ntcUt if Rn orry ha.'l cnntrioufctl hereto nny Lease ur Intr:re.Sf whu: } '05

l!xcel't RS urherwtse i!1I:,lte3sty t,rnYlrlcJ ~n lIus agree .' y rib ,r." on prmJuc(jon In excess of the a:mounts
I ldl rf {O~uctrnn payrn~l1t (If (It lee urue

burdened wllh '''y my a ty, " .. til IIg toy" y, p d I b II ch ceo •• obllg.tl01l5 ami .h,,11 Indemnify, defend
.. ll'"I'led nhove, such I'n"y ." butde"ed .hoU ... ume Pn ~t;·,ear ~ ,~Utoble' to sud. excess Imnr,en !lowever, SIl long .5

aml huld the other panies hereto h.rn.le~s Irom any IIlId P C ·""e' at n u • I I .rty ,I,oU pny ~r deliver or ceu se "~I
, ( ) I II .' ,I ith ,h. (Jim.et "rco, eo, I , 'the Drilli"g t/tlll for rho productive Z'ltIe, "ell rc w I I of the 011 and Gas I e05e(s)d I f .1 e nit cr Areo due lin' er me tenns or me '

be "olt! or dell~ered, .11 burden! on I'm 0(' on rl1m _:: lUll / demllify ~efend .,,,1 hold the othcr [lartles free from .ny
which .u<h I'"ny hns ClJUlrjhu,ecl to this "gteemenl, .... s ,. n ,

Ii_bllily therel"r, 'I II r ,."y's
Nil 10rt .h.11 ever he respl1nslble, 0" 0 prke b.sJ! higher Ihon the prtce r~celVed Ly SUt. ~I!Y, til any 0 te I, '

less ur Il~ rtJ~nhY owner, ont! if ,.,ch other l,atlV. los5m or ",yahy owner shuuld demaud and r~cetve senlemell! ,on • hl~~cr
price haals Ihe rarty contributinG the .ffecled I.ease shnll bent the Ro.lllilillt1alruy.lty burden .utibut.ble to such higher puce.

Nu(hl~!.l cuntalried In this l'Iuide 111.1\,,h.1I he deemed an "~.lllnlTlent or cru,.·.ssignment of interests «Ive~ed he,,,b,y,
.",] in rhe event two or more parrles wntrlllU!~ HI lhis "s",eonent ,ujmly owned Lessea the porties' undivided ,mereS1S In

•• ld I..".elml~. ,h.1I be deemee! separure le_.cl\"I" InteteSI5 fur ,thi: pu!!""e. of thl9 .greement.

C, S"t..equ."tly G,e.,.d In.et~sts; ,
If 'any pony hD. conrributed hereto • Leose Of IlIlcreM .1,0' Is burdened with a ..... lgnrnent or production Slv~n as •• cu~ny

rm the r"ytnent nf mu"ey, o. II, .f.e. the dare 01 this "grc","ent, any p"'Y cr•• te. on ovetrldl:'8 royalty, ,rrndncliull
p~fnll::Uc~ nee pt,pfiu: [neereet, ..,-,slgtHncrit (If I,rmlu-clfuu or u~t.cr burden prrYilhle nut (~( ~ltoducd~~n aUfJllutllbfc to IU w(:rklnB

rmet~.5r "-ereutlJer. !tuch burden :;h"lI he deemed n ~'SUb3-C(ilPentl)l Created lut~rest: f1urthet't rf iI~Y pnrty has contflhuler.I
herem fI l.etl.5«!nr tntereae burdened whh an overriding fOY\lll[1y, prod.tction 'pnyluent~net profJrs mrerest, or uther burden
p"Yllhlc mit uf (1fntluc1inn created iJriuf Ul the dare of thi.s l1.qn!efnent. and such burden i~ nut shown orr 5](h~bh ,.A;' !lUl"!l

I",,<lon .1." .holl be d•• mcd • Sulo.etl,,",uly Crested h".rc~' rn 'he exrem such bur<len causes the burdens nn such P""Y s
Lease or lnrerest '0 eaceed dre IJUlUlUU !llt(1u'.;ued in Article HUt ahnve.

The party who." inrerest I, hu rclc".,1 ",Ifh rhe Subsequently Created hueresr (Ih" "Burdened l'srty") .I>nll assume nnd
alone bear, pBY and dlsd,.tge the S,d'se'l"cmiy Created 1",.t08' ali<l ~h"njud.rllnify, defend and huM harmless the other

'parties rmln and 9goin" .ny Ii.hili,y therefor. [In.,h er , If 01,. llu,<lene<l Por,y lail, III p.y, whe" due, It•• horo or expenses
d'.'g".1>l. hereunder, .11 rmvi.i"n. of Article VII.II, shnll he enlurcc,.hle against the Sub'~'1ueutly Created Interest [n rhe
"",e manner a. ,h.y ace o"force.llie nll.iust the wII,killg interest HI t"~lIunlene!! I'urty, If ,he lJurdclled PatlY I. required
un~t:t 'his ogteement 10 os~ign or relintlui.h to Illy lIlher party, or rnttles, .11 or a 11<,rti"" "f Its wotking intere.t and/m Ihe
productlcn .'ttibut.~le tI,erelO, •• itl other ".rly, 0' pa,rl ee, .hol1 receive sa Jd .3~;gntnetlr and/or production Itee _nd delft 01
said Suh.equ.ntly Cre.,.d IRlerest, anti the Burdened "ltly sholl Indemnify, d.fe",1 ond hold harmle ss sa id OIh~. p~tty, or
panled, hom ony anJ .11 d.lms and ~.II1.nd! for P'Ylllent ... erted by uwners oC .10. Sub,equentlV Cre."~ lnCeto.l,

I'IUTICI,n IV.
'1:I'l'U!S

A. l'jde ll~.mln.tion'
TIll. uOlllinotl,," .h.1l I,e mnd. 8A ,h. lJ,m.i~..,.... .....~1 p.l". te, <om,,,."ce,".nl of drllflnll 0".r'I~1I1s OIW,

.u:.......jtm>y lA '"'e.e" ,,( I~,. U.llURg-llflrtl ••• ~ to,"w ......~_'""' thle ... ",lnO(/,," ,hall h" ",.de nn (h. en'ire
Drllll"B lInl!, or rn .. i""'111 .Ildcll'atod Drilling Unit, of 'he well, The IIpinJ"n will r"d"d. the owne."III" tlr Ih. wl1rk;ug
huere.I, mlneuls, toy.lly, "Y"rridlng royolty and ","odl1ctitm poyonent. under fhe appJiuble LeQSe5, [J.dl "."y (onui~utJng'".5••• "J/or oil o"ef G•• Imete.l •• 0 be 1"dud .. 1 in 'he Drill,lt. Ilr Drilllllg UnJI, If OI'PIOP"O'., d.ol1 rum ish 10 0re.. III.

oU "b.tfOet, (incl"dlng r.<ler,,1 I"... 'lOin' r.f~"i.), title "pinl", .. ,litl. "nJ,et5 ."d cura,i •• '''"«rial ill its r"sse .. i"n free "I
<harBo, All such informatl'tn nnt III the po",es.ioll "I or ",.de .yall.bl~ to O,..rotnr by d.e rartlc., but n~ce3>.ry In, the
.~'f1lin'lion tlr the tIlle, oh.U be ub.olned by O"eto'or, (l1,eUlltt shall c.us~ .llle tn be eum/ned by ."'nney. Oil it .... 11[lr
by mmldc ouorney •. C",Pi,:d of .11 tltl. "1'10101]' slt'llLbJ! fOll'ulshcdlo.ll<h ~rillln!ll'mJ,Oj5j~ incurred byOry""'':- ill
!,toruting .ttm'-~(,~, lees ['old o"i,.Mca"nrl]~ys il1r mlcell.tnlnRtion (including jtreliminory, '"p"lernetllal, .III/t·m ruyolty
o,.,ln~on.! rimr Jiyr~iu" ~rtlC"t'title ujlinion:;) ami ()the{ dtrcl[t charges II:! IlrolJlrJell-in Ijxl~'oh "C" "hllH be bnrne by IhA! DriUiug
I.r" •• I.. 'he ""'.";"""', t~.'.t..lhe hlleteU tlr each Url1U"g Pany be ... 'n .h. to •• 1 I",erou or oil Drilling Porti~i.,'s .ueh
I"'ore~ .. "1'.'''.' rll Ild.lbll A, 0r ... lor .1,aJll1lake 00 dl.rge for setvice. rendered by it. ,carr sttorney. or Ol"er'l'~rsonllel
In t I! e.r"nll.un:: "I ~ e ",,".v. (uncti"!;', /- 'I

rat 1" S a ij~.~lill f .e\!k"a,I'J~,fr~'jyet1\,atl.ItF'&Ii',1' po<>U"8 .me"dm."'. nr "s,...... n.. r: "Ired I"
(<J"muln" wllh I.••••• It. Oil Bntl G•• '''te,,, ... <tI,,,rrbll,.d hy 5"ch "",Iy, Opera,or .h.lI be reoponslbl. r'lf, (".:..fr,ll.talion
And '~<IIrdl"B fir I'nollns tleslgn .. lnns or ,Ieclarotlems Dntl eornmunfti •• ,lon .gteemenl •• , well a. the Plfdbr, 'If ,h~uing.
hdo.~ guY.tomentol .Ilende. for the "curlng flf ~p.cinEl Itt roolinS orders or any other ordeu neC"3SDtY\Ot(<lppto~+t. '"
.h., mndurt "I ""ern'l(ln. horeund.r, "hll .holl not p'evenl ""y p.rty from app'Btit,S Oli it, uwn behalf ~\" ,udR' iogs,
Cos.. ''''''lrted hy 0"".""" Incl"tlins I•• s p.l~ to oUlsltle IUmney., which nre as.ud.r.,l with he.rin~ b,~ ,,' , ~II.. f
'g."ck., Btld ,,:h~d' (Ost ••• e necessory Dnd proper for the actlYities contemplated lum", Ihi. ogt m~~t~;:,~!,\~I!'.lil!,'~it.'tc("1
chuges ,W Ihe Jomt BCCOIln!Bnd sh~1f nOI be covered by the admlnlslull •• overhead charges as pr ~I~#:,!~~,~i~;~h:::,'~,::,~
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I I th ....rform.nce of the abov, I d I ils .. "II dllorney. or other pctsuuue n e "-

O"ernlor .h.U make 110 charge Inr ,etvlces rene ere ,y

'""c'iIJII!. 'I It (I) the lille 10 the Drillshe or Drilling Unit, If appropriate, h~
NO) well shnll be drilled on the Con.r.c. Men unu a er d b I examining oW;ltIley or lide has been accepted b

been ex.mlned as ebove I'Illvlded, and (2) the Ihle hos been opp,ov. Y lie

.11 <If the D.illing Po"le, in ,"ch wel],

D. Lon or Follu.e of Title: _ "'I d G I aee \Ie lost ,,,.g"B" I.iluu ..llitl'r"'hlclH"o~
uU _"llil-t\ft~"'G~....,.1 QR ae eI, Paildfe III Tillel SM .......e...".. I .t, d ~,I·II, "",t-I'buling the .freered Lease Or [I1,er ar III' "A" tie porly creuue ~ , ,

ro,luellon uf l"le, eat fWIIl Ih., ,Illlwn on ,., "" I II 1 InelY (90) cloys lrom final dererrrnnnrlcn of itl'I st Ul such party) S lU lave n ,
(f1lC11I<lillg, if opplk.ble, • auccessur In nrere , . r II title (RlIure ...,hich .cqulsltiun will nn' be ub,.c

. I I r h ~trutnenl CUring Ill. entltety n Ie, . •
f.illlIe 10 acqUl,e • new ease or ot ie I, I I I II conllnuc In force "' to .11 re."alnlng O. 0",1 G.
to Article VIII,D" ollli f.ili1lg ttl do 10, tim "8,eemwt, nevert ie ess, • 10

1..0$.' .ud 'n'er ests ; and, , .' . >II and G•• I.e••• "t IlIte,est .rrected by the title hil"r. iflduding, i
<oj "1 •• 1'.'" crcdlt.tl ",nh cenrrfb ..""s rhe ( I I .1 I ". and it shalf not be entitled rerover IWII

. . I p rt y) .h.1I hear Ull". I ,e en re (Ol'"IIe.bl., • suece •• nr In IIUCt." to sucu , , I 'I It ""Y h.ve ~,evlou.ly paid ur curred, bUI then
0l,.,owr (II ,he lithe, pa .. le•• flY deveilll'lnellt nr """toling cotts '" 11(' I r I' J I II '

. I I ~ ~ herl!w hy rC-II!t(1n tl sue 1 (If e -a ure;
.holl be no nIMhl,,".1 liobllity on Jt. p,'" '" I ie 01 rcr I,an e: 'I'd rr. r Ihe o""'"t;o}l1 uf tl"

ru.!' f n Cl inCllrrel or reVCfltlC-3recerveu rn r'"
(b) Thete ,h. II be uo re"">clive /1I.Ulle,1! (I expc ", 1!!t1 I' I 'bl "...." slo.1I revised (l" on acreage

Lense Of' Intere~!U which hn" failed. bur (he inlere:u,!! (If the '1Afues (oura n on ~'X U ~ I the arl whnse Lease nt".~i.,.s or tho limo il I, determilled fill.lly rh •• tille fo'h"". It": o~""e", ~' 'h~t :j,~:::::t 01 the [~ •• / or [ntere" I.Heel;
Interest is ~(f""ted br the ,lIle f.ilure 1'.11/1 the rea lter be ,cd,,~ed in tue . mtract rdr ,y w II r ious! drill.d on .h. COlltroct

(e) If the prol,ortl"".'. interest of ,II" other parucs herem m any ~ro I1C1n8. e p . ,;';11 such ",ellottribut.ble
...., •• is il1(reosed by I.OSI1I1 of rhe title 1.II.r., the party ",1m here the COSls Incurred IQ ron cuon ~ sIS and

w the I.••• e CIT Imer es t which has I~JI~" sh.lI ,ecel,"" the pruc eed, "ltrlbutahl. 1<1 ,he I,ncb .s~ I: S~:~~:~~I:~:t ~:::IS :~Ch w.1I
burden aurlbulable ,hc.eW) u",il II h•• been telluhutsru lur unrecovered coscs p. y
.ltrlbut able tn .lIeh foiled I.•• se '" Illtere9l; f l I ter .1

(d} Should any person not a P"rty to thl$ agreement, whn is determined 0 be the owner 0 any e·'·lo~1 ~ e'
dwhich h., falle,t, pay in a"y manner any pan of the ,II>t "ll1~cr.tion, develupl! nt, Or equipment, auch amount s in e pal

'0 the pnr'Y lit .~arlies who bote the co.Is which are so refunded; ,.' rises
(e) ....ny Ilahility to account 10 0 person not" I,"tty til Ihi, ngreemen for prior production of Oil and G•• which • .1

hy rcss 011 of rltle rdh,fo .hnll be I"ltne severolly hy earh pouy (illel",r g • ~re,lece ssor to a current party) whu '<ee,veu
prod"c,ion Iur which such a~<ol!mi((g Is required based (>I, ,he ",",.unt f .Ilch prouuctlo" received, and each such pany .h.1I
.evetaUy indemnify def.nd ond hold hatml •••• ll oth.r "",tie. heret or ony silchU.blllty to account;m No charge .10.11be made !t! the joint .({(tum (IIr legal peuses, fee, 0' .al.ries in connectlon whh the ddense, nf
Ihe 1,.0se "' Inter •• t claimed to have 10Ile,l, but If the ""tty cnnt uting such Lease or lnterest h.~eto elects <0 defenJ h. "tie
it sholl be.r oil ex!'en.e. In connecrkm therewith; and '

(8) If any I,.rty is given «",lit nn IlKhiblt ......" '" I.•••e ut J"'''.'1 which. i. Iilnllod .ololy to ?wneuhll' ~r3"
Inter es t In the ...,ellbor. (If nuy well or well. and rhe pro ",I"" ,h.,el",,,,, ."ch p.np absence of Interest In the '''r:'"lI1der
"I the.CrltltrnCf ....rea ,hall he emuidered 0 Pollur. "f T •• s III 811Chrelllaining Contr.cl It,ea unl ... th ... bsence "f mreress

I. ,dlected I)" Il.hiblt "II."
2, I.u,. b Nun-Po 111011\ or Ii"une"," 1'. Illell ,r Itm,mtll Due: If, thrullgh ml.loke or uvenlgltt, ony rental, shut-In welf

pl1fmem-. mrn;uuun roy"hy or rOyllhy {lnymcnl, r .ulrer pLlymem n(!ccs.5l1ry II) rnu'l1uin :;11or ill ,mnion (If, un Oil and Uos
Lei!se or lnrerest is nut pnid or Is errcneoualj' all'. alld 2" ~ result a Lease nr IUl-ercsl rermlnaees, [here shaH be nn monel'lty
1i'lbililY all"in.t ,I.. "o'lf who I.if.d """ e such !,"y<nem. Unless the f"'ttr whu Inlld 1<> Uloke th. required I,oy",,,nt '
.ec1lr ... new I.•••e or Intervs! coverlrrg • same iruereat within "In.,y (9n) ,loy. fro", the di.m"".y "I the railur. 1<1 make
I'tcIP", roytne"l, which .cqlli,hl ..n will "t I'e subiecr tn Aniele VI1I,IJ., the In re rests of the partie. reflected on exhibit "A"
~h.1I he'revised fin "" acreage haals, (."tlve •• of ,ho date of te'mination "r the tense or Iurerest Involved, and the por[y
lOh.. railed 10 make "toper ,..ymen will II" I,,"!!er b. (todited with ou lnrerest il( Ihe (onlrllct ....r•• on accnuru of ownership
of the I.esse "dlllere,t ",hkh j, eennlnsted, IIlhe potlY who failed w mnke the requir ed payment shall ~"t hove been fully
reimbursed, .t Ihe lime 01,1< US5, Irorn the proceeds o( the sele ul 011 .011 Gil. "rrlbutlbl. 10 the ju" Lease 0' Interest,
colenl.ted {II} an lIcreage bBs' , fur the deyolopm"nt 0",1 ""eroting (0.15 1"",I,w.ly "aid 011 account uf such I.ens.. ur lnler.;t,
it .h.U be ,.hll~U"." fnr ",r.covered octu.1 l'O." previou.ly "oi,1 by II (!Jut nm (ur It. shl,te uf ,he <001uf ."Y ,Ity 1",1.
I"ovlo"oly drilled Or we] "tevl"u.ly .b.nd"".<I) frum .0 fIl"d. "r the (01/"",i"8 •• 15neeessn ry t" effeet ,,,hnbur.e,,,em:

(a) Pr'K.e,b 0 )II a"d G.o I,tudlleed prior 1<1 lermlll.tlun 01 the l.e90. or Illt ... St, le~. operotlnll expenses aml I.o.~
I>"r<l"", ch •• g•• "'e ,eun,ter 10 the 1'... 110willi l.iI .. 1 I" moke I'nYI"."', pr.vloo.ly Iccrued co tile c«tllt !If the Illst I.eo.e (If

hnerClS!1 on IU1.f'l'C "ge b~.sls. 'IV Eo the Rumunt ut uurecovered ('(u:tll'i

(b) 1>", ed. uf' 011 .nd Gno, Ie., operoll118 .~I,ells"" onell.o.e b"rd ... s chuts •• ble hereund~r tn the ,..''0" wh" I.~.d
III mgk. JI.Y' enl, lip tn Ih" ."")(Inl of ullrewvore,1 cosu ~urlhllt.bl. III lh.t I'lIf!!rm III 011 ~Jld Ga~ tllero.llet !,,,,,Iueer! .",1
",.,k~led cludi"B prodUCI1[", ftum "uy well•. theworter "'illc,l) ",hlch, in II", "b.ence (II .uth I.... e "' Inl~r • ., termi"oli"",
w(lultJ" ollribu,."I. '" tit. lust I.••• e or I<lt~r•• t 011 .n IC<O.8" h•• I•• ",1 which ... te.ult 01 ouch I..... ur hller.st
,e.,n; tin" r. trodlted tn ,,,her pd.tles, the "ruc•• d. of •• M puniun n/lto. Oil .nd Goa to b. ron.tlbulOd by Ihe "lloet pani ••
in 11 '",lttJ"n to '[ltelr r •• pect/v. ;nte,uf.' rellected nn 1l.t,jb~I "A"; and, ,!",

(c) Itlly mOll;es,. up to Ihe omuo,,! nf "11t.<ov~e~_ co.". thot. ",oy b~_p.~ by :"!)y ,.~m:wtiCiJ., ,,-r·~rom~s;'-t,~~ o;';'"et
I ''',,_1.e081!, "f.,IRI.!!F,8611il~!4".-l'fl ..n~8~.mt"dUtg-1R41i1.-QlfltHtt A"". 0. ~e'9"'h~l!• ""'Y Ie I~I. a!l••• ~eR{,

3r-~J'(JS$C3~ An fU.!3e'.'I f)f I.CI'II'!:{!J111Or Imete:!:i':'!! cmnl •• lttcd tu dli" nBrc~mC':ntt 1J~~lIH' lhn!'fl' ael-ferth i~;~f.rdelf!s
-I\<,!I.I, ."d 1",11,:/, .Io<ww, .hoU he joln1 I"ue. oml .h.n h. oMn. by oil pdttle. I" pro"",rI~n til their lore, •• I. r '~...n U,I
!J.hihl[ "t\," Thi, .h.n illdude but nm h. IInolted to the rUM of any r.ea~1!or Interest thwugh lailure to develop p,l'berall.e

"pres. 0, Implied cnvenam. h.ve not been "erforoned (nth" th." p.tlor",on"" which reqult •• only th. p"y",ent ~~, ilt"n.y),
and ,the I".. of any leo•• by •• plroUon at the .11<1"f h. I'r/t".,y te'l11 It it i. nut tenewed ot extend.d, Tl'~!~'~~.rtlbe no
rCBQ,u.!tment of lntere:!lts in the remaiufng piution of th!! Contuc.t J\.rcQ. on account uf Ilny joint lOll:). ,-i';::--' ! '~'.":.:'~'~

~I,!g 'nllel lA ,h •• 'leRH>f.-.a.-.IiB#u'_~""~I.I. 1"1l I Or. Igo' , I" . ,'.

I.e .. e lit IfII~re5t acquired by any "arty herew (olhet than the p.rty whtlse interesl ha~' • I;t nlfll~ pinelY
(90) day 1'..... " provided by Artld. IV.Il.L and lin/de I etong a I or d portion of Ih. Int.r1.ii!It.~~M~,failed
or w.. I".r .haU b. olrer "I'ly ...,ho.e I"Io... t lou f.lled or Wo. 1001, .n~ the "r"vl~I~~~:'~.'I·1.d!~I(~~~t.H;:'1

lj~.:~~!::!t.'.t.:!~f":~'~!~'!!~.!: !:"'~:'.~.
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ARTICUl V.
OPERATOR

A Designation and Re~ponsibilitil!!l of Operamr:· d h II d. ULTRA RESOURCES INC. shall be the Operator of the Contrad Area. an s a con uct

and direct and nne fuII control o'r all operations on the Contract Atea os permitted and required by, a~d within the limits of
this aereement. In ita performance of services hereunder for the Non-Ope'lltors, Operator ~hall be an IOdepende~t contracmr
n t subject to the control Or direction of the Non-Opetators except as to the type of operaUon to be undertaken m accordance
with the election procedures contained in this agreement. Operator shalt not be deemed, or hold itself out as, the agent of t~e
Nnn-Operator. with authority to bind them to any obligotion or liability assumed or incurred b~ Operator as to ""y th~rd
party. Operator shall conduct its activities under this agreement as a reasoneble prudent. ope ra to~, In a g~od and. workmonhke

er with due diligence and dispatch. in accordance with good oilfield practice, and In compliance With appllc.ble law and
mann , . fl' ed l' b'l" • curt d
regulation. but in no event shan it have any liability .5 Operator to the other pames or 0".' sustasn or '0 I ItIOSon e
except such as may result from gross negligence or willful misconduct.
B. Resignation or Removal of Operator and Setection of Successor; .

1. Resignation or Removal of Operator, Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminales its I.gal existence. no longer owns an interest hereunder in the Contract Area, or is no longer co~.ble of
serving as Operator. Operarce shall be deemed to have resigned without ony action by Non.Opeco[o .. , e~cepI the ~eI~cu~n of •
Successor. Operator may be removed only for good ceuse by [he affirmative vote of Non-Operators owning a rnajonry sarerest
based on ownership a. shown on Exhibi[ "A" remaining .fter excluding the voting interest of Operator; such vote sh.1I not be
deemed dleer;ve unlil a written norke has been delive[ed to ehe Operator by a Non-Operator detailing the alleged default and
Operator has failed to cure the default within thirty (30) days from irs re",ipc Of. the norke or, if the' ..d~.ult conce~~s an
operation then being conducted. within forty-e;/lh! (48) hours of its receipt of [he nonce. FOr purposes here~f, good cause shail
mean not only gross negligence or wHlful misconduct but also the material breach 01 at inability to meet the standards of
operarlon contained in Article V.A. or material failure or In.bility to perform its obligations under [his agreement.

Subject to Ankle VII.D.!.. such resignation or removal shall not become effective until 7:00 o'clock A.M. on the firse
day of the calendar month follOWing the •• pitatlon of ninety (90) days after the giving of notice of resignation by Operator
at action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties 01
Operaeor at an earlier dace. Operator, after effective date of resigntttion or removal, !h.1I b. bound by the term. hereof as n
Non-Operator. A change of a corporate name or srrurrate of Operator Dr transfer of Operator's interest to any single

subsidiary, parenr or successor cnrporation shall not be the basis for removal of Operator.
2. Sele([ion of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a

successor Operator shall be selected by the parries. The successor Operator shall be selected [rom the parties owning an
lnteresr in the Contract Area at [he rime such successor Operator is selected. The successor Operaror shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownerohip as shown on Exhibit "A";
provided, however, If all Operator which has been removed or is deemed ttl have .. signed f.il. to vote or votes only [0

succeed itself, the successor Operator .holl be selected by the affirmative vote of the party or parties owning a majority
interest based on ownership .11 shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was
removed o. r.. igned. The form ee Operator shall prornprly deliver to the successor Ope •• tor all records and data relating to
[he opera. ions conducted by the former Operator to the extent such record. and data are not alteady io the posse ss ion of the
successor operator. Any cost of obraintng at copying the former Operata'. record. and data shall be charged to the loin[
eccount.

3. Effect of Bankruptcy, If Operator become. in.olvent, bankrupt", " placed in receivership, i[ shall be deemed to have
resigned without any action by Non-Operators, except [he selection of • succe •• or. If • petirlon for rellef under the federal
bankruptcy low. is filed by Or ~g.inst Operaeor, and the removal of Operator is prevented by the federal bankruptcy court. all
Non-Operators and Operator .h.1I comprise an interim operating committee to serve until Operator has elected Hl reject or
assume thla agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator 0' • debtor in
possessicn, or by • trustee in hankruprcj', .hall be doomed a reslgnnnon as Operator without any action by Non-Operators,
except the selecrion of a successor. During the period of time the operating committee controls operations, .11 actions shan
requite the approval of two (2) or more partie a owning a m.jority lnterest based on ownership as shown on Exhibie ..A." In

. the event there are only two (2) parties to this agreement, during the period of time the operaring committee c6ntrols
operation" a third party .ceeptable to Operator, Non-Operator and the feder.1 bankruptcy court shd] be selected as a
member of the opeutlnll committee, and .11 act/on •• hall ;equire the approval of twO (2) members of [he operating
committee without regard for their Interest in the Controet Are. based on Exhibit ..........
C. Employee; and Contractors:

The number of employees or contractors used by Operator In conducting operation. hereunder, their se leccion, and the
bon rs of labor and the ecrnpeesadcn for services performed .han be determined by Opeeeror, and all such employees or
contractor ss h.1I be the employee. at contractors of Operator.
D_ Rights and Dunes of Operator:

l. Competitive Rates and Use of ArEiliates: All wells drilled on the Contract Area sh.1l be drilled On • competitive
ccrurecr baSIS at [he usual rates prevailing in the area, If Ie .0 desires, Operetor may employ ito own tool. and equipment in
the d[ilrlne of wells, but it. cbarges therefor sholl not exceed the prevailing rates in the area lind the rare of 3u<~·oharg.s
shall be asreed upon by [he parties in wridng.be(ore drilling operatio.n. "'~ commenced, and sucit work shallbe-perfilrmed by
O~~~~t~ _und~~·the .•• ~.e'~erm:iand conditions- ••• ""rustoin.ry -and U-sua[ iii the- are-a in-con;;'~cts o( independenr coneraceors
..,no ore doing work of. simi/a[ nature. All work performed oe morerl.l. supplied by omllates or related portie. of.Operacoe
.h.1I be performer! or supplfed at competitive rates, pursuant [0 written agreemene, and in eocoedence w i,n cuiibms and
srandards prev.llinll In the industcy. .: '.

2 ., Discharge of loln~ AccolJnt. Obligations: Excepr us herein otherwise spedficaUy provided, Operator shall pro~ptly pay
and discharge expenses incnrred In the development and operation of the Contract Area pursuant to this agreement a';d shall
charge each of [he parties hereto with thelr respective proportionate shares upon the expense basis provided in Exhlbi[ "C'.
Operator shall. keep an accurate record of the joint account hereunder, showing expense. incurred and :charges lind~redits
made and received. . .~~ .

3. Protection from E.~en.: Operator shall poy. or ceese to be pald, as and when [hey become due and p.Y.bl~,.IF~i:eolJnt.
01 contractors and supphers and woses and sslarlea for services rendered or performed, and for ma[ori.!s sll~plled on; ;0 or hi
respect of the Conrracr Ar.. Or any operatlons lor the joint nccoune thereof, and shall keep the C~~t;ac;: Ar~a -.i,~e from
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liens and encumbrances resulring therefrom except for those resulrlng from II bona lide dispute as to services rendered or

materi.ls supplied.
4. Cu.tody of Funds: Operator .h.1I hold for the account 01 the Non.Opera.ors ony fund! of the Non.Op",,~ors advanced

or paid '0 the Operator, either for the conduct of operudons hereunder or a. a result of the sale of production fr~m til:
Contract Area, and such funds .hall remain the funds of the Non·Opemtors on whose account they are advanced or paid until
used lor their Intended purpose or otherwise delivered to the Non-Operators or applied toword the p"ytnent of debts as
provided in Artlde VII.B. Nothing in this paragraph shall be construed to esrabllsh a [lduciary relatlnnshlp between Operator
and Non-Operaenrs for Any purpose other than to account for Non·Opera'or funds OS heroin .pedfic.lly provided. Nothing in
this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
parriea otherwise .pecific.lly agree.

5. Ac(Os! to Contract Area and Record.: Opeestor shell, except as otherwise provided herein, permit each Non-Operator
or It. dilly authorlzed represenearlve, ot the Non·Ope,.tnr •• ole rI.~and cost, lull and free accesa .t .11 ,eas onable time. to
.n operaticna of every kind and character being conducted for the joint .«allnt on the Contract Area and to the records of
nperation. conducted thereon or production therefrom, induding Operator'. book. and records rel.ting thereto. Such access
dghts shall not be exerclred in a manner interfering wilh Op er ntnr'~ conduct of an npo""on hereunder and .h.1I not obHgate
Oper~l"r to lurnl.h O"Y geologic or S00l'hyskal .Iota of nn interpretive nature unless the cost of prepa ration of such
Inrerprerlve dara was charged to th. lolnt account. Operaror will fmnlsh to each Non·Opetator upon request copies of any
and .11 reports and information obtained by Operator in eonnecnon with production and related ctems, including, without
limitation, meter and ch.rt reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
perchase contract! • nd pricing information to the extent not applicable to the production nf toe N?n·Operator seeking the
information. Any audit 01 Operator's records telating to amounts expended and the appropriateness of such expenditures
.h.1I be conducted in accordance with the audit protocol specified In Exhibit "c."

6. Fillnn and Fnrnlshlng Governmental Reports: Operatnr will file, and upon written request prom pdy futnish copies to
each r,queSllng Non-Operator not in <l.fault 01 Its poyment obligations, .11 operational notk.s, reports or opplica,ion.
required to be Hled by Iocal, Stare, Federal or lndlan agencies or snthorleiea having jurisdiction over operutions hereunder.
Each Non-Operator shall provide to Dperator on a timely basi. "II Information necessary to OperRtot to moke ouch flllng s,

7. Drilling and Testlng Oper.tions; The following provlslons sh.1I apply to each wdl drilled hereunder, lndudlng but not
limited to the Initial Well:

(0) Operator will pmmptly adviSe Non·Operators of the date on which the "leU I. spudded, or the dare un which
drilling operatloos ore commenced.

(b) Operator will send to Non-Operate rs such reports, test result. and n!)tices regArding the progre •• of operations on the well
05 the Non-Operatcrs shaU reason.bly request, Including, bur not limited to, daity ddlling reports, completion reports, and well logs,

(c) Opearor .h.1l adequately test .11 Zones encountered which may reasooably be expected to be capable of producing
Oil and GB&In paying 'luundtie~ a. " result 01 examinarlon of the electric log or .ny other log. or co,es or test. conducted
hereunder. .

8. Coo, Eotlmstes. Upon request of ony Conseoring Parry, Operator 5han furnish estimates of rurrenr and cumulative cost.
incurred for rhe joint sceount at reasonable lruervnls during the conduct of any operation pursuant to this agreement.
Operator sha II not be held Ii.ble for errors In such estimate. ;0 loog •• the es timate. 0re mod. in good flli.h. .

9. In.~rance: At .11 time. while opersrlons ore conducted hereunder, Operstcr .h.1I comply with the workers
~ompe~sauon 10:" of the slue where the operarfon s are being conducted; provided, however, that Operntor may be R .elf.
insurer for liability under sa id ecmpensaekm Jaw. in which event the only charge that shall be made '0 the joint account shall
be as provided in Exhlbl, "c." Op er ator .h.1I alsn cnrry or provide Insurance for the benefit of the loint acccune of ,he pnrt ies
u. omUned in Exhibit "0" attached hereto and made a par! hereof. Operatnr .hall require .11 eontractor s enS"lled in work on
or for the .Co~"'Ct Are" to comply with the wacker. (omp"osation law of the ~."t. where the operations are being conducted
and to m~lnt.m such other lnsuranre as Operatot may require.

In ,he event. au'omobile liability insu .. n<~ i. speclfled In Bold Exhibit "D," or sub.equently receives the approval of the
1'",:1." no direct chor8e shall be made by Opersmr for premiums paid for such In.uronco fat Operator'. automotive
equipment.

A. Initial Well:

ARTIeLI! VI.
DRILLING AND DIlVIiLOPMENT

Wdl at the following l.,eMlon:

and: shJlII th~re.fter continue the drilling of th. well with du

- - _.' -. ~~'

.(j~[I .
). xlJ!I!,

n8 of the In!ti.' Well .nd the partielpotion therein by .U potties i. obfigatol'}' .ubJ·ect to Article VI C t l' /1. .
e "I P . IF' . . as to p. J!patlon

B. Sub ......uenl 0- I ' ~ .. 00 fe I•• ml"" t en e epe •• ds"" on~ Alliele XI d5 te e....... "'•• ef :6'" iii- ".' ,
~~'1 I, ..mt on.;. . .." " ". I"

if .!~:7:s:~o~li~:!~:S:t!f ~7w~~~tys7::~=~h;;'d rlesi~ to dtll: any w~:on the Contract Area oth er !h.f~,J.IAiii;-·~II,or
producing In paying quonr!ties in which ,cepen, ecomp ete .or • ug ~ack a dry hole or a well ri\1"16iigef~"'6dble of
this agreement th d " .~(h party hu not othorwl,. rellnqUl,hed It, lnreresr In the propo.ed oO,'"-'JiJI' .. lhlid

' e porty e.ltJng to drrll, R.work Sidetr de DO! R I ~ ... , .~"tv.'.. ,,"I, .. er
notice of the proton-ed 0 .'" epen, I!COtnpete or Plug Bade such • \1;.11"~hall 'gi~~"\VHtt~n';1

.~ pentlon 10 the p~t!le. who hove not otherwise relinquished th I I I.' .r'. I.' ·....·'.•·..'V ..·'...·ll.'.·· ..
e r meres I .~,~!l1;11.~PJ~~t're',~lle .

- s .
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" c... 0(. ro •• 1 (or Sidetracking or Deepening, specifying the work to b

uml er ,thls agroement aod to .11 od ... p.tIt.~ m. Ih. d Ph po I ed cosr of the openlcion. 'The partl., 10 whom such
t• ed d pth objective Zone en t e •• t mot h I

"",(ormed, .he ocouon, prop'" e , h ' , I . hirh to notify the party proposln8 to do t e wor
, d h II h 'hi (30) day. dter recelpl 01, e nonce Wit lin w I

oorlc ... dehv... s a a~. rl~ ed a r.tio.]( a drilling ris i~ on 10000tion, notice of a propma II
whe,h.r they ele.:t to p"rudp.,. 10 dre <051 of th. propos I pe b ~ and che restxlnoe period .h.1I be limited tt} lorty
Rewotlc, Sidetrack, ReCOlnplet., PIU8 nack or Deepen mav

i
bel181d

ven
FY'I ( A par'" co whom such notice i. dellv e ..-d 10 repil

hi' f S rneduv Sunday and lelia 10 ays. al ure a ., .
eight (48) ours, exc ,,",ve"', I ' It I t P tty not to partIcipate In the OJ,t 01 'he proposed operation
whhin the ""dod above fixed ,h.n (omtimle .• n e ec::~}:"nt t I';h tI:e nperstion Inl1i311vproposed shall be delivered to .11 partiel
AllY proposal by • party to Cilf1du{1"" nper~tlon am tru g w

with'n the time and in the manner pr~vidw in ~rtid~ V:.1l.6. • rl ipate In such a proposed opersrloo, the pa,ries 510.11 be
11 .Ii parties to whom such nonce b d:hvere, e eCI to p r r~ctlon~ Ire commenced within the tlrne perfnd hereafler sel

wnlractuaUy committed :°1 pan;dPale
l

there~n ;ro(~~;dd:~:h.~: expiratloo of the notice period of Ihirty 00) doys (or .~
f()tth, and Op era ror sha , IIU otet' tan rune Y, 'd hen. dtillin rl is on locatlon, as the case
promplly as practicable after the upiration nil": fony·e,ght (48) hour ~rI(J, :ilh due dill !nc"Bat the risk and expense 01
tll~y be) o<llI.lIy commence rhe Ilfll/l(lsd operauon and thereafter comp ere It dB, ' lce ol arne

'. ld nt date may be exten en upon wrtrten nonce sa
the pa"ies ponidp.ting therein; provided, however, Sal mmmencem~ 'f" L I • I IOper.tor such

. d f I thitty (30) addit ional days I en I". 'a e opm on 0 ,
by Operator to the aloe, parties, for a perlt> o tIp o .'. r I h (I ludlng rights.of.
,Ildhlonol tim. Is ,,,ooonably nee .... ry to obtain permits from goyernment.1 aneho/rllteS, sur ace r ,8 d

tS
lo;~ltle IIpprovol or

I d' r -I tee dde examinAdon or cuca.t ve rnsuer require
:::~t:~c:r~;U;:~·::tu:;1 ~p~r:~:~~,::';,:t' ~:e:°i::~m:ll(ed within the tin'e "rovlded (including ony ~r~t;nSio" ther:~~u::
.recinelll; I'ormhted herein or in tho (Ilfce majeure p,ovbllln. uf Anlde XI} and if,"or party heret""sll "'hre'I'fo (0 " Iur

L uh 't od to tl e other pam .. In accnrdance erewu a, n rsnM operallon written notice prop(lsing anme muse De ree mt r ] •
",,,, .. aI had b ee n mod e, Thuse parties th., did lIiIt p.,tldpa" In the drilling of 0 well lor which 01 prope.of co Deep.~ or

~Iclet .. ck I. made hereunder shall, if such portle. deslre to pattid".te In the proposed Deepening or S!det ra ckl~g OP"'~t"'n,
rellnburse the Drilling Parties in accordance with Article Vl.BA. in the event of • Deepening operenon and In accor once

with Artide VI.B.~. in the evene of • Sidetrackl"g operotlol1.
2. Operat ion. by Less l'hon All Portie., . ,

(0) Determinatlun 'of PArticipalion. If any potty tn whom such notlce Is delivered as pro~ided In ArtIcle ':'I.D.t. ~r
V!.C 1. (Opd,}n No.2) elect! not 10 partldpate ill the p'0l"'.ed oper.tlon, then,ln otd~r ,o.~ entr~led to the be~cfu, of tilt,
Artide, the "arly or par des giving the notice rind such mher parties u shall elect to psrnctpate In the op.r~tlon shall, no
later than ninety (9G) doy. after the expiratilln oJ the nntice period of thirty (30) days (or "' promptly o. pracncable after [he
expiration 01 the forty·eight (48) hour period when. drilling ria Is an Iocaelon, aJ the case may be) a(tllaliy com?,"nce the
proposed operancn and complete It with due ,liUgence. Operator sh.1I \l'!rform .11 work far Ihe account of the ~nsentlng
Parties; provided, however, if nil drillin!! rig or other equipment i. 00 Joe.tion, and if Operator is • Non-Con.en.uog Party,
the Consenting Parties sholl either: 0) request Operator to perform the work required by such proposed opet.tI~',L for ~he
account III rhe (nnsenllng I'ouie., or (Ii) designate one of the Consenting Parties •• OpeUtot to perform such ofiiffiI. 1 he
right. Inti dutle. gran,ed ,~ aM imposed upon the Operator under thls agreement are granled to and imposed upon the party
desjgneeed .s Operator tor on op ... tlon I" which the origl".1 Operamr r•• Non·Con.endng Potty. Consenting par tle., when
cnnducring ope.allon. on 'he Con".'t Are. pursuant to rlli. Article VI.B.l., .h.1I comply with .11 terms and condillons ollhis

agJ-elem-ent. .
If I••• chon .11 partl.s approve any pwpo.ed operation, the proposing p."y, Immediately after the explut!on or the

'''[ll/coble notice period, .11.11 .dvise .11 Part ies of fhe rocol Inter ... of the parties approving such ope ra t;oll and its
«cum",en,l.tlon IS eo whother ehe en ns "ntlng P•• tlo•• h"uld proceed with rh. operaticn as proposed. E.ch Cou.enting PO"y,
wilhin lorty·elgl" (48) hour. (exciustve of Saturdlly, Sundaj and legal holidoy.) .h er delivery of .u(h ncrlce, .h.11 .dvl se the
propoo',,!! party of I" de.ir. to (i) limit portidpation to such p•• ty', interest B' shown on Ilxhlbit "A" or (Ii) carry ooly its
proportionate part (dererrnlned by dly Idlng ouch party', Intc,e.c In (he Contract Area by the Interests 01 .U Conselllillg Part ies in
the Conrracr Arell) of N,m·(".oo.entln!! P,,,I es' Incere.,5, or (iii) carry its I'toportionlto part (determined a. provided in (Ii» of
Non.Consenting Partie,' Inceres " !!lgether with all or • pmlion of It, t""l"'rtionale part of any Non-Consenung Partics'
intereor. that any Consenting Party did not elect to take. Any inrerear of Non·Consentlng Parties that is nm carried by a
Conseming Parry shall be deemed to be curled by the puty proposlng the operntiun if such party does not withdraw its
pronnsel, Failure to advlse the proposing pariy within the time required sh.1I be deemed an election under (i) • In the event n
drilling rig Is 0" local lon, notice m.y b. given by ~, .nd th., time perrniued (or such. response shall nor exceed a
tmal of (otty·elght (48) hou .. (exd".Ive 01 Soturd.y, Sundoy .nd leg.1 holiday.). The "ropo.in8 party, at itf election, may
withdrl'" ouch propo.d If there i. Iess than 100% putldpotlon and .1..11 ootify .U pattie. of such decision within tell (JO)
day., or within twenty·four (24) hou," if. drilling rig I. on loc.,ion, foUowing e~pir.tion of the applicable response !,edod.
U 100% .ub.nip,i"n to ,he pr0l'0,ed op ... tlnn I. obeafned. rhc proposing potty sh.n promptly notify the Con,entl"g Po"le.
of fheir proportionate fn(lI!rens In thtl' oper;l'ltion ~",llh~ port)' serving u Operator ,h!l.U commence such .cpeeerlon wi'hin ebe
!'«Iud provided in "'rtiele VI.II,I., .ublect to the sa me ext.n.lon rlghl •• provided tl,ereln.

(b) ReHn9ubhm~nt "f Intsrest {or Non·Porlicip.tlon, The entire cast and ,Isk of conducting .uch oper.tlom ,1.. 11be
borne by 'he CoruemillB Partl.s In the proporrlons they have elected to beo, S8me under the term. of the precedin8
p ... graph. Con.enting Partie •• h.1I keep the lea sehold e,lOIel Involved In such oper.tion. free ond clear of aU lien. and
enrum!>,onces of eyery, kind cre.t~d by or .rlslng from the operations 01 the Consenting Partie •. If sueb on opet.'i~r results
In • dry hole, then subjecr to "'rud •• VI.B.G.and VI.Il.3., the C~n'''t.!!IIJ&·Panle. ~h.U .plUII ~nd .bondon the ",,,llanJ restcee
!he surface lomion.:.-.~. th.e.!r '9J~ ,.C03t, risk. aNd 'expens~; provlcied,- how,,:ver; that ",hose No-;':Can.enting Pa;~i.' that
r.nidpot",l 'in i'he drilling, Deepcnins or Sidetucklng 01 the well sl •• 11 remefn lI.bl. for, nnd .hall pay, thd. prop~rtionote
:dutrC'1IIu( Ih~ COlt of phtBsing _nd 1IIba.ndoni"8 the w-eU and resruring the surrace rocarJon in.!lorar on.y B, those t:O!l{S Were nut
'ncre.s«1 by .he .ub.e~uel1l operation, 01 lite Con.entins P,rtl ••. If any w.1I drilled, Reworked, Sideltachd, tie~pcn.J,
l\ec~"'lpl.ted ,or Plugged Bock ,under tI~.proy;.io ..., of this Artlde r•• ulu In • well rap.ble of producing 011 .nd~'lf 'G.s In
p·YIflIl q.,a"utles, tl.e Con'ell11Og Parfte •• h.1I Complete Bnd equip ti,e well 10 ptoduce at their sole cost and risk .nd Ih.
well .11011then be tUffled ovc, to Oper.tor (If the Ope.ator did "lit coUdllct th" ope .. tion) ond ,h.1I b. operated by it 01 the
e~petl.e Iud for the BCCount of the Consenting Panle •. Upon commencement ot ap •• ollons (or 'ne ddlll~g;' Rework ing,
S,detracklog. Recompletlng, Deepelling '" PluBginll BaCK 01 any o.,ch well by ConsentIng Patties In .eC1lrd'n(~ 'wlth the
prn.; .•I(l~' of this Artid~, each NOIl·Cons"nting Party ,h.U "" deemed to hoYe relinquished' to (".o" .. nd~t r!tlie!r:B'~d the
C(}n.el1l~ng rutle. ,h.1I own .nd b. entitled co r«eive, in pro""'lio,, to ,"dr rc.pectlve Imeresh, ~il ''''f" ""th Non.
;oru:e"ffnB Pltri)," i.nterf!';lJt in r'l(~ weU Rnd .dune o( production flH:refrom or, in th-c c.!!le or II Re~RFklnBI Slc.leru(kina. !.

telephone. telex, telecopier or ~ny other form of facsimile I .

**proposed operationi provided, however, that upon comp.letion of such proposed
oPberation the orig1na1 Operator shall resume its responsibilities for allBU sequent operations. .
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Ardd~ VI.c.!. Opdn" Nil. 2, .11 of such Nun

I PI t B·k or • f....tn.. rledon punmllnt 10 . I
1)ee ""nln8, 11."""'1'1.'''8 Dr U8g nR "', I' '" which lhe Nu",Col1sell'illS pauy did IIllt e ec

I I I t i • "h •• [ned ftum I rc "rcro' IOn . IICOlll!lell11ng Party';'I inrere:U n C se pftH tn; I) I. . <I of ~ al of l:Iud~ ..hare. olkul;t~l!d :iU tht ""I: I n
, , I I' , I I II be e([«lIve umll ,he pt"COO S ure sate I .

to Pilrtl"pue. Sue l roemqms srncm S 10 I II bl d Ajure'm production 5eY~nnCe, ~nt exrlSe rsxes
I( I I . I sold (aher "«'uwng 01'1' co e uu v , , '

", •• ket •• 1". thereuf sucn rare IS no ,I to Article m.e. p"yohle our of or measured oy the prnductiLlI
",yally, nvetriding royalty o"d orher Iflle,es[~ not e~(etl'll~ Y ) 1.11 equ.1 the total of [he following:

I I I [ such intere~t unt " revert. , s , .
Irom such well accru "11 '0 tn respect 0 'I 1 I SI of any newly acquired surface equ'rme',

(il ...liliL- % of e~eh 3\1:h N~n.c"n'~n(t:ngi:i::~ ~(1S :~'~~kt>l':'~:' c;~".fOlOU, treaters, "umpinB equipment an'
beyond the we lIhe.d wnn.cllons (mdu,lIng hut no 1, I I h ( of operation 01 the well commencing w·ilh firs

I 00% I I h No" Consentlug I'Hty S ! rare 0 t e C05 I
piping)" P us I ~ e.. c 1 sue 'I [' I N .Consenting Party'S teHnquished interest 5[,.11 revert to it under at ie
production and contlnUl!18 unu eacn s~c; on INn Consenting Party's share of such cost! and equlpmetrl will be tha
prnvislone of ·this Article. it being ogree< I ,ot .ahe 'N a C Ii Patty had it parlid".tcd in the well Imm the begin"inl
interest which would have been chargeable to sue on- omen nl!

of Ihe op~W~~6 'and 9ll 01 ( ) tI t portion of the cost! and expenses of drilling, Rewotldng, Slderracklng, Deepening
(It) ~ I', ta d R leting ufrer deducting ..,y c .. h contribution. received under Arlid. VilLe.

pl,ooinll Il.d.: te.ling Cornp eung an ecornp , d ions)'.", , .' r I 'f I acq lited e~ul"me!l! in the well (1(1 and IndudlnB the wcllhea cennecncns
.nd "f (b) that ""ruon" I Ie (OS! 0 new y' "". ., .

I i I W!JI,I<! have h""11 d,a, enble to suth NUl"Consl!ltlil1g P.rty tIlt had portlclpated theoreln. . .
w 1<' . ,gl I " tl i Arlide VIIl il rhc wen dues rlU' r •• d, rhe ~el!pe51 "hJertivo ZoneN,llwithSlal1dlng anyi , IIg !(J I re "OI11r.ry i' , • . " . 11 . III

. , n h well fo, ' ••• '"'S other !ha 0 t h. enroumering of gU" he Dr pracuca y unpencrrn (~:~:::~c::; ,1'~"~.~~~~~I~:'~r;':I,,~.:,,~.r."d.tlng I,;"her""ern';",,. Irnpractlcnb'e" Op~,a~n~ sl;I"Bst "()~i~;I':"~;"~.:;';.:"~
~':~I;~:::~~:g,,::t~'.~:::r:':~':~~:::j::rZ::::~"::'I:O:;:I;~~;:·~::k~:~'::;::'W:::'I:~h.:;I~'Y'" ,'+et,~, a~d .I:~I:I:~:!',~~;::
Consennng Puty .h.1I have the "tt"n" 10 porticlpote in tho inili.I prop",ed CO,"I,'e~'DnA of

l
.;,. ;le~ 4 y ~~y 'l'~ any such Nun.

cos. of drilling the well to ,.. actual depth, cdlculMed in the marmer provided '" rt c e .... . . ,
Ccnsennng p"ty does no,' elect to parriclp .. e in the lit., Completion proposed fur such well, rhe r"hn~ulshment provistons

of this Attkl. Vl.O.2, (b) .hall Ipply to 3uch p.ttv's Intetest . "
(c) Rewotklng, Recompletlng or Plugsin!! Dock. An electlnn nOI to p~rtlclp.te in, the dr,llIng, ~Id.uoeklng ~r

Deepening 01. well shall be deemed on elecriun nut to p.ltidp_'l! in any llewOlktng or, PluggIng Back ope'"~ton p{~p"5ed In
such. well, or purtlon thereof, 1(1 which the inltlol nnn-consent election "PI,lied Ihac IS condll~le~ at aI'Y time pnOf II> [ull
recovery by the CuosentlnB Patties o{ the Non-Censentlng Pouy's recoupment amount. Stmd.a~ly, .~ electl"n not. tn
partidpat. in the Cnmple,lnll ur RI!cmnplctitl8 of n well sh,,11 be dee'ned all electlnn not '0 parucrpate In ~ny Reworking
operation proposed In such. well, or porrlon theteof, to whld, the lnitidl non-rensent election ."pllcd tho! IS conducted at
any time prior .0 filII recovery by rhe Consentlllg Partie. of the Nnu-Cortsenting Party's recoupment amnunt, Any 511ch
Reworking, neeoml'Ietln8 or PI"S8inB ""do: o"e rs tlon conduct .. 1 dlltlng the recoupment period !haJl be deerned parr of ,h.
cost of operation of sai" well ond there .1,.11 be added 10 Ihe .um. to b. recouped by the Coosentinll PatlleS ~ % llf
that portion of Ihe costs fir the Rewurklng, necornpieting or Plugging [lack nperstlon wh~eh would ha~e been d,.,g •• ~,'et:'
such Non-("...omlen.r-tflg Pany It.d h rllftfdpat"d ch~rl!'in. If .uu:;h It neworklng, RI:'~mnpleflnB or f'luBStn8 Dack oreta;II)J~ is

prnpo se ,1 <lilting .11010 recoupment per led, the pmv/slon. of this Attkle V!.R. 3h.11 he oppllcable a. between ,.Id Comemons

Part] •• In s.1d wdl.
(d) nocoo!',".nt Matle .. , Dud"S th. perio" 01 time (.on.ellling I'orli •• ore .nthl .. 1 to recei'" Nnu·Cno se ntlllg ",,'y',

31uHe of production, or the procl'!eds theretrum, Cuu.!Iendng lla-rtle:.s shall be te.srondb!e fur the payment (1f aU ai.' valorem.
production, severance, •• dae, g"thering and other I.... , ond .11 my.lty, overriding royolty and othe. burdens applic.ble to
N.1I1·Coooentlng P'"y', oh .. e of 1"",lue'i"" not exccrte,l by Article Hl.C,

In the ca." 0/ ony Rewondng, Sl,lcu.(klng, I'h'Slllng Dack, Ue(l)!11ple,illll <It Deepening nl'etn,llIn, ,he Omsentillg
Parlies .hall be permittl'd ttt use, Iree ,,( cost, .11 <using, tII"illg .nd mher equipment ill the well. but the ownership rtf nll
,1Ich'equlpment sl,dl rem.l1, unchangeri; sud upon .Lan,lunmcnt of II well aftcr such Reworking, Sidetracking, I'h'Sgi"8 I\u~k,
R~co"'l'leting or Deepening, the Consennng PRrtles shall "«Olin' fot .11 such "iu;pmen! 10 the owners Iher."r, with each
"stir reedvlng its propoetionare part in kind Ot In VAlue,Ie.. ((1st of salvage,

Within nl"ety (90) <.loysafter the clJmplet/'1Il (,r any uperatilJn under this Article •• h. party cond1lctlng the uperstloua
for the Consenting Portle. sh.1I lurni.h enrh N,,",C"n~el1llng Pony whh UII i".,elliury or the equip"'ellt 111."d wIl"e"c,I hl
,h. wen, o"d 0" ite'nlt.d .t"ement Ilr the «(13' O( "rllIlng, SI,letrocki"ll, Deepening, Plugging nack, tootillg, Cuml,relillg,
Recompletlnl!, and equipping rhe well lor "rodnctlun; or, o' It. opt!'m, the "peroti"s party, in lieu or an h.ml.ed sloIO",.,,1
"f aueh co.t. or operatlon, may s"bmit • detail.d statcmen! of munthly blUlngs. Ua"h month thereslter, during ,h. time Ih.
Consemiog Portl •• or. being r.lmbu •• ed a. I'ru~'d.d Above, the p.tty condueling the o" .... ions r", ,h. Con •• n'ing Parttcs
.hall futnl." the Non-Consendng P.rtle. with an ltemlzed srerement of .11 co... and liabilities incurred In the 0l,crnti"" ttf
Ihe w en, tnBeth.r with •• tat emenr of the q".mity "f 011 D",I GAS proeluced rmm It 811d the amount of proce .. ls rc oli,.t! rtc""
the •• 1. of the w.n'. worlrios lot., .. t produ.,ion <lucinB the precedltlll month. ln determining Ihe qllBnllty of Oil and Gn>
produced during any enomh, Con se "ting Parties .h.1I use 100h.!try eccepred methods such •• but not limhed to metering or
l1erludlc wef! tesCs, Au)" RinOunt realized from rhe .sale or nther dls(1oshroll u, equipment newly acquleed in cnnm:cdnn with
any .ueh opersrion which would hav. been owned by • Non·eo",enting Party hod it parliclpate!! therein .10.11 be cr.<lh.d

OSBinl.' the to.oI tin.rot."m«f cOo" Of .. tl.'. "'or~ ,r""e and Of. Ih •. eQUI,rme"l I'U.rC.ha,ed .in dot"rmlol.ng when d.e Interen.nf snch
Non.Con.entln8 Porty sh.n revett .~o It!" pbov~ P!<Jv!4ed;.ond .•f t!,ere/. o-crecltt borance, It """U !l~·I'~~.'.ll'''!jlf!JNun.
Comcm!nlfP.tcty ..~ See: .I'II-ge· ·78 ..~... :.. ,... .... .. .. . i~:

ff "ltd """'UHf Itlt: C~II!E-entiI1R Pnrtrc:t recov~i' (rum II Nun~C~t"l!Ii-efUrng ItArtV" reliu'l'lished tn1ere;n tile rlfntmnrl prpvidcd
(n, shove, .10. ,elln'lul.hed Intet .. t. "I .treh Non,C,,"'elltlr'8 I'.rly sh.1I "Ul[l'n'lienll, rev.rt to It DO ,,( 7:!JU •.m .• 1' ~Ihe .Ioy
following lite d,"' on which oneh ,eennpment O((IIt., ond, fmm anll .ftct ~ueh reveulon, .uch NOO'CCIIlSenti"B. r.~lr ."nlf
own th~ "m" tnt~te.1 III .ueh well, ,h. muetl.1 .n~ e'lllipment In or pc"olning therelo. and the production th1, ,'~u'" ••
.uch N~,".conoontl"B Po,ty wonld hBv" been entitled ttl hod It portlcipated in Ihe drilling, Sld.ftBckf,ija;' rt.., r~lng,
Ooepe"lng, R~.Qmpl.tl"g 0' PIII88lng Dock <II .. id weli, Th.r~aft.r, .u<h Non·Cnn.e ... ing Party ohaU ~:"H,tr~c4;..;lth and
shat! P!y Its proportiongt~ part or the further com of the operation nf .aid well 111accordance wit {'(h, l~r~lS)dr thb
agreement lind E~hibir "c" att.clted hereto, \" ... ' ;r~..:I

J. Stand·By (o.t., Wh.n • woll ",hlch ha. been drllle" or D.el"!ned has re.chl!d iu .uthor;.ed d.p,~"'i~~'h~.e
been, com"l.t.d .,," th~ reoul .. rI.ereof furnished t? the po.. I"',ot wlren opera lion" on th. weut'h.~.~~.",~~.J~....:'~t!.'e~~s~ 'I
lermino."d /,,,rou.nl 10 Ankle VI.F" stand.by COSI.Incurred "e"dlnS response '0 • party'. nDtlc~ p~~~~r~!I,;J":nmv~r\ri\lg,.
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A.A.P.L. FORM 6W - MOD!]L FORM OPERA'rrNG AGREEMENT - 1989

Notwithstanding any provision to the contrary herein, a Non-Consenting
Party, upon not ice Ln writ ing to Operator, and lor any party carrying
all or part of the non-consenting interest, shall have the right at
all times and from time to time within two (2) years of the date it
receives notice that payout has occurred, to audit Operator.'s and/or
carrying patty's accoun~g and records relating to at connected with
its operations on the Contract Area or on lsnd pooled therewith, re-
gardless of when such operations were conducted.
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A.A.PL. FORM 6(0 - MODEL FORM OPERATING AGREEMENT - 1989

I Sidetracking. Deepening. Recomplerlug, Plugging Bock or Completing oper.don in such a well (including. t~.e period requi~ed
2 under Artide VI.!I.G. to resolve competing proposals) shall be charged nnd horne as part of the dtlllmg or Deepening
3 nperarion just completed. Stand-by rnsrs subsequent fa .11 pnrties responding, at expiration,ol rhe ~espon.e lime permitted,
~ whichever first occurs, and prior tn agreement .. to the participating inreresrs of .11 Consennng Partjes pursuant to the te~m.
j or the second gtatrllnatlc.1 par.grnph of Article VI.D.2. (a), shall be charged to and borne as part of [he propused opcranen,
6 bu. if the prop03a' is subsequendy withd ra wn because 01 insnllklent participation, surh Stand-by cosrs shall be allowed
7 between the Consenelng "ortics '0 .h. proport'o" each Con se nting I'Uf.y'. interest RS shown on Exhibit "A" bears w the total
B in tere •• as shewn on [J.hlbit "11" ul aII Consenting Purtle •.
9 In the even' th.t norlce lor • Sid.tr.c~jns cpcrutlcn ;, given while the drilling tig to be utili.ed I. on location, .ny p.rty

I(l may request .nd receive lip to five (5) nddltloual day •• f'er expiration 01 the Intty·elght hour response per io<l spedfied in
II Article VUtL whhinwhkh 10 respond hy p.ying for nil st.nd·bv coses ond other (OSt5 i!'curr.d during such eXlended
12 response period; Operator may require such party to pay ehe estimated srand-by time in advance a•• condirlnn to e.tendiro8
13 the respnnse period. If more than one p.. ty elect. to take such nddltlonal time tn respnnd to the notice, sta ndby costs ,h.1I be
H .1I"cated between the p.tties.t.ki"8 ndditinnal rirne tn res pond on a d.y.t()·day baals in the proportion each electing pony',

1~ interest as s hnwn on Exhibit" "" bents 10 the total interest as shown on Exhibit "A" (If all the eleCting ".rties.
16,1. !Jeepening: If less rhnn .11 the p.rtie, elect to ~.rlicip"te in a drilling, Sidetracking, or Deepening operarion proposed
17 pursunnr In Article VI.B.I., the lnreresr relinqui.hed by the Nnn·Cunsenting Parties ttl the Consenting P.tties under Article
18 VU1.2. sha]] relate only and be limited til Ihe Iess or nl (i) the tot.1 depth .(tunlly drilled or (Ii) the objective depth nr Zone
19 01 which the part'e. were given nurice under Artide vi.a,r. ("fnitial Objective"). Such well shall not be Deepened beyond the
20 loi,I.1 Obiecrlve without fi,st cnmplying with this Attid. to afford the Noo.Cons"".ing P.rties the opportun,ty 10 p.rtidpate
21 in the Deepening operation,
22 In the event any Con."nting Parry desire. [0 drill or Deepen a Non-Consent Well to • depth bela'; the lnitl.1 Objective,
23 .l1ch party sh.1I give notjce thereof, complying with tire requirement.q "f Article Vl.Il.L, til all parri es (including N",,-
2~ Comentiog Partie.). Thereupon, Articles VU1.1. Dnd 2. shall '"ply and an rUTlles receiving such "mice ,hall h ave the right to
25 r~rtidp"tc or not pl'lrt1cipl'tC' in the Dee-renitl~ of such wdl put~unnt to aald Arr icles Vt.n.L nnd 2. If III Deepening uperut.iurt
26 ~:t approved p"rsuani to ~n(h P[UViSfOI1S. nnd if t\ny Non-Cnnsernfng P"rty electa to pacricipate in the Deepenlng npermhm,
27 such Non-Consenting party she]} pay ur make reimbursement (ns the case Ill.Y be) Ilf the (ollowlng COstS and expenses:
28 (a] If the proposal to Deepen is made print to the Completion of such well oa a well capable of producing in p.ring
29 quarnirles, such Ncn-Conseuting Party shall poy (or reimburse Consenting Partie5 fOT, as the case mAy be) that share of mm
30 nnd expenses incurred In connection with the drilling of said well from the surface to the Initlal Objective which Non-
31 Con.enlin8 Potty would have pald hnd such Non-Consenting Party agreed to p.rticip.te therein, plus the Non-Conseruing
32 Party's share of the cost of Deepening and of participating In .ny further operations on the well in accordance with the other
33 provisions of this Agreement; provided, however, .11 costs [or testing and Comp!etion or attempted Completion of the well
3~ incurred by Consenting P.rtje~ prior to the paint of actual oper.tions to Deepen beyond the Initial Objective shall be for the
35 sale account of Cnnsenting Parties.

36 (b) If the proposal is made for a Non-Consent Well thar has been pr.viously Completed as a well (.pable nf producing
37 in paying quantities, but is no longer c.".I>I. or producing in poying quantities, such Non-Consenting Party sha]] pay (or
oR reim!"'tse Conseming Parties lot, as the case roay he) irs proportlonate sbare 01 .11 costs of drilling, Cornplering, and
39 equipping sa id well from tlie surface '0 the [nili.1 Objective, cnlcul ared in th. manner prnvided in paragraph (a) above, less
,Ill .h,,<," com recouped by the C"n.entin~ PRrtie. Irorn the •• te nf p",ductlnn frnon the 1".11. The Non-Conacnelng Party .h.1t
-1 J alsn puy its pruport;'U"ah": shnru nf :1111costs nr re-enrertng sntd lIteU. 'l'he Non.Cnu.'ienthlA P..nies' prnpllnrwtate part (bused
-12 on the percentage of ~u(h welt Non-Cnnseruhrg I"Rrty would have owned hnd it previously pnrtfcipated in such Nnn-Cnn.c;en.t
..n Well) nf Inc IC;:Ost9 of .'i""I-v\lb~C'mntedo1s nnd eqntpmcn[ remnining in the hole nnd snlvnble surface equipment used ~n
,14 rnnnectkm with .uch well .h.1I he determined [n "«ortl.n ce with Ed,ibl! "c." If the Consenting Perrtes h~ve recouped the
45 cust of .drilling, C"mpleting, and equipping the well ae the time such Deepening operation I. conducted, then a N,,,,-
16 ("".enting P.rty moy psrrlelpare in the Deepenillg ttl the ",.11 with no p.ylnent fur costs incurred prior to re-entering the
17 well for Deepening,

<IS The r~t~BQing sh.1l not imply. rillht of ."y Con •• nting P.rty '0 propo ••• ny D."peninB fot a Non-Consenr Well ptio,
~9 to the dnillng of such w,,11 to it. Initial Objective without the consent of the other Consenting Panie. '5 provided in Ar.kle
5(1 VI.I',

~! I 5. SI1e.u<klnlil Any r°tCy hnvl,,!! the rlgfol 10 ,,"nidI''''. In a l,tullll30<1 Slde ... cklug tlperotiuh Ih.t dll., nol uwn 0"
fllere." n the nllec.cd wr,dlb"re III .htj time 11' the notice slnlU, ""un tfecthl8 to 1'llrtldl1ue teuder to tit. I'b I

,~ J1fUJm{I'nnnlt'! sh ( I I I • .......e our owners u
5~ .'-- III d ore e'I"" ttl t, IIt~r"3t In the Sidelratkins "p".. tI"n) tlf tit. yoltle tlf .h.t pllflio" of the .xl •• lng w.lth",.

" Ui DI: lU ze 11=3 'nUuwa:

~:, I ("/. If th~ lI'orounl 1$ {nr Sldctrecklng On nl.llllg dry ""I., re I"'b,.... mem .h.1I b. on the b.. l. o( the .cwd co...
57 "curre, '" ,h. I"illnl drlllll11l "f ,h. well <I"",,, I" the defT,h nt whkh Ihe Sltletrocklng n.,erRtilln Is Initlote<l

~R I (b) ~r the "tlll'nsRl i.; for Sidelrn<king n well which h.~ ".eylmldy prnduce", r~itnbut sement sh.n I,. till the hash (
w ::'~I:;",rrpl'~;;T"rtfno"te .".re or drllting """ .'l!"""ing <II.'" Inellfter! I" the 1,,1t[01dr'lIing of tl, ..... 11,Iown ru.he <Ie,,;;,
~,11 ' • me : ,eturklng "1·cr"I'"" i. wIII'"clc,I,/[I ulculntod ht Ihe UI."ner d,snlhc,lln Artlcl. VIIl .([ I I S I .
" 1''''llIIrtl'''''le shRre "r th I I I' . ,','. •""e. II<I r"rty s
r.l ",'oratl"" I. In'IIAled .1.. l1e,,:o:':I~":;e. ~~ I ••• ',;bI" I!In~~rI"i' "",1 ~'1.";I"".1It ,I"""n hI ,It. d~"'h er which the Sidcttn,kit,S·
til 6, Urdu or Prdenm( '.nci. tl ElH"nfl -lllIee Wt! 1 t u:, ~'u~'Vnlr~usul H!I!rlihh "C." t
(,.\ : -----::--: . . _ .." ul Ot!c"C."-'tt~. 111'c~r'. Oot. I>!h~t"'/ ••. '.'.r'flmlly pro,Met! itt l',ls • reemenr II' . .... ,_..

.. rnl'<I'~ JJ'eCllru.[lItLuf "'·III1C"".J",,··tli sr ci,rtflk .. ·wlth·; :·;r;i,,,. I I " l' '1- - .1\ _.., - ~!I~ porty:.iI,."rc.;u •.
,;·t ,.r\rtf ;'IflnU h,H'f!' lU,t:QU {I'l dn ....s Irrnrl f r I t I' I, If, Q l1Ar "" lertU mn'lI! ("Y II P~f'Y u.ttl~r fit}:! Ankl~.:V~. sud.
(,i 1 r i:n ,.,..ery tl I 1[1 "~~ n pUlfn.:!nl jll rhe edit' ,I I I "

a, utlcnuhm un FI- Wi"!Uwhere nil drnUn ~ I I' '. r 1'1 prul1U$n in E tUl n well fir IN Ilcr(urtn
<i(, I III f 8 r II • "" "tot "n, '" ,w"n'y.r"nr (HI 10"".. e I I f S I < Iur i "),.!I. tom d~Jfy-er,. tlf Ihe inhiul kn,h.rl J if I III' I J • t If( Its Ye u aEt1f1,:'J'~Slmdfl.~.' lilt ktp;iJlt
(,7 I 1 ,. ." so. ., r "'I! r 8 IS <I" I"<otl",, I". tlte II II I I .

COtll tf(l", , til <i.II,,,r to .11 " .. ties e"tltled • I I "'~ tin WI C. ~,,<• ,,~•• "ti'I' i. iii 11.
@ I •. II ,,"'1, Imte I.. tl,. ""'I'o,ed "l'eroli"" I 'I 'a lenHUe I"'r0I''1,., tu CUlu_ln .he :lilltH!1Inform r' r I ( Slit' t'art)':1 B '~tl1niive pm ~~JI such
(,9 r",,,., .. I. ,It.II .Iee, by d.II.".u "f ",ul-. In 0'" nn re""lt,"', tr

f
,/ lO Inc1uoJ.,l In Ihe Inltl.1 1'",,,., •• 1. \Jo,h l,a"1 tee 1"1118,,,d,

7(1 • '" ,."'"'1>, W t 'I> .0 0) tiny. nfl. I I .<.
71

t".,nly-Imor (2~1 h!JUts (ucttl31.~,,( S.tu.d.y, Sund.y and le8nl hnlld. I) If. ,1 ~II;'" r~I on or th. ~rup"141pit1!'.I; Ilr fltl'l"
Stthleet til tIle ,,,opus. I. 10 "aflirl"ale it r I y. f till fig .. on '..COlluo f,,~ t~e.ltvoll ."hdi. "'0

72 I II h 'I" I one n 'Ie (U,upctrug prop.mll Any" , r r <. '(' ,
• 10 e d.. med mil 'tl h.vt! V"t~" ,'11" I . I " or y nm e eCI ng .. lthiil !lie tit! e r!<Juired

73 Imeren III lilt! ".,,1 •• v<IIln!! .".li h" rn~II~' tere'. n8 II.. vote (I( par fie. IIwlll1l8 .h" larS"'t 'Sflfe.su~.Mil/itll,ge
"'!lud less those costs r "Ve }"~IFIy mer ./1 mite. cmopo.I"8 P",,,.,,.b; in the c.~~ ·6f:·.~:';I~::~rii~'<tl,,, !
from the well, ecovere Y consent iug parties from the aale be.,'~,r~d~~ti~~.

-Il.



A.A.P.L. fORM 610 . MODEL POHM OPERATING AGREEMENT· 19B9

I inhial propo •• 1 .h.n prevail. Or~'.tot ~".ndellver nOlk. of such result '0 .11 port;e! emil led 10 p.,t~clp~te In the opouti,
2 whhln /lv,,· O} d~y. oller eol'irodun ul rhe electiou 1,""",1 (or whllin ,wenty·four (24) hour., exch .. we of 5.t",,].y, ~u"d
3 and legol holidays, If. drilliog rig ls on luc.,ion). Had, potty shpU then have two (l) days"lor.twenty.four (2<\) hou~. ,I. I

4 is on lo,a,ion) from f.ceil" "I .tI(h notke 'n elect by ,Ielivery of notice to Ope .. tar. ,a pamdp.te In .uc~ ope[a~lUn ':r
j reli"qnish tnreresr in ,he dllec'ed well I,unua", to the provisions of Arcld. VI.D.2.; hllure by a parlY '" deliver notrce with

(, such pericd shnll be deemed a" elecrlon IIot ro p_nidl'.te in the prevailing pmposal. .
7 7, Confurmlty to Spacing P.tterll. NOlwhh.t.ndj"8 ,lie p,ml.;.",. uf this Ii rtlcle V!.8.2., It I•• greed Ih.t no well s sh.1I
R ""'I" ... d to be .trilled (0 or Complete,1 in OJ produced from a Zone Irurn which a well lorated elsewh er e On the Cornra

9 Arc. is I'",dudng, ullle.~ such welt coufurms 10 the thell·eki;tlng well spacing poueru lur sudt Zone. , .
to 8. !J!:ting· Well •. No p.rlY .h.1I c(1I1<lu(t '''Y l\cwlltkillg, !J.ep.,,;ng, PIII~8jng Ilock, Co:!,lw,,~. R.com.l'~efl"",
II Sidelto<kil1g lip."li"" ulllle. this "greemellt wilh respect 10 "'Y well Ihe" cOI'able ~I producing in ro~ltIg quantities exce
12 with the con!em nf .11 IMrti •• that have not retinqui.hed intetests in the well at the ume of such operatIOn.

13 C. COIn"le!l"n of We'''; Rewtnklng and Ph'Il!!I"g noc",
1-1 I. Completiun, Without the consent 01 III porti •• , no well ."011 be .. tilled, Deepened or Sidetrlck.d, except any. ~'
I) drilled, necpened or Sidelro(ked !'UfS... n! 10 tile provision! of Art/de VI.Il,2. of !I,i; sg(eemem. Cun,ent to the drlllln

I(i Deepening or Sld~t .. eking .h.1I indude: I

17 0 OP!ian N~. !I ",'l-neeeo"'''f-i'''f'e/l'l;~HI'''-lll'illi!~renln~r-SItl~m.hjn8' '(e'H~'"~
18 ---e<tffl,,~~I;-i ...I... /tnt-tt....,..~ ..I,.~ ...... Jf-G, .. f ... f •• Uloi...
19 00 Optioo No.2: All neces .. ry .~"e"dltl>r .. 10, lite ,I,illill/!, neepening or Sidelracking and t~ sr ln8 of Ihe well, Who
2U ;u<h well Itas reached It•• "thurl.cd de"th •• nd .11 ("8S, c"'.' and ntlter rests hsve been fom,,]eted, and rio. resuh
21 th.,."f fu'ni~"ed tn rhe I'0rt;e., Ope ram. sh.1I give Immediate rmrlce to ,It. Non·Opehtou having the right II
n "ardell,.t. in • Completi"n 0".1111'1 whether or It"} OnerotQf reCl1m'''<II'~ a,tem"tII1Z til ieom"l.te Ihed well. /. nC:J.tl(\J,0\l (letal ect. comn et oll'Rro\;i\~lre
23 "'B"lh er with 0ro,"tn,·. AI'I! lor Comptetlon cu.t. f not prsvro sly p'llVIU. dlr Iii· p"" e" ,ecJ"~8 'L<\>''O

2,1 ol'.II-MI'fl-fRHl""'lgltN4l1t-119u~".i~",..!a~fI<k~r,u.d leg"' h&li~.,;j in .. Itleh~r-<lelmfj'-lt
25 -fI.. tiE<H<>-9t'_.-ItO~".I<H"'-IH'l!<i<lmml!f1"~m"I@lifllHlMemrc-eH9-mool~mf>l4!li,",i>f<lp"'QI .,;,!. ot

20 .......... I'<ffil'ln!l-.y;!l.-Q~~"'alkleliVl!l'-nnM"ffi.{;uml'letl\l" "m"e,tJ...,~ ""I Ce"'l'leti~"'"~
2l .\<11th1J"'u\<l~ ... ~I<....,Ilo'*"f'l'.!4!II"4Athl!<I til p.. "ElI'~I. In ,".It-GmIt>ll!fk>~Wl.dl!lEe with thl
2R ~,,~~t.i.d j" ".tid@ 'lJ,ll,~. llIeetlan to partkipate In a (morlellotl attempt shall include rnnsenr to .1
21) "eceuary "'pe",U!u[Er.! for the C"ml,l~tlng nu<l eqnil,piog of sud. well, indu~lnB neceuary toukoge ao<l/or sutfo«
30 rodlitie~ btl! e"cluding ony .rhuul"litln "petal I"" not (onlained on the Cernpleilon AFB. P.lltlr. of any p~rl]
31 receiving such uorlce to teply withill the pcdt,,1 above fix.d sh.1I m,ud!ute In dectlon by that p.,ty !!!!i 1<

}2 partidpate III the COSI of the C<>Inplerinn attempt; provided, tI,.t Artlcle VI.IJ.6 .• h.1l {onttol in the case ",
B conmctlng Cornrlction propo.ob. If one !It more, h"t Ie,. th.n .U "Ith. "orti.s, .Iect to olle'nl't a Complerlon, tit<
31 provision. "I Atticle VI,IJ.l. herenf (the 1,ltta.e "H.wnrking, Sidetr.ckiIl8, Deepenrng, Reco,"I,leliug or I'lug8jl1~
35 nock" •• c""IDined In Article VI.n,2 .• h,,11 be .lc.tI1.~ CU Indu.le "Coool'l.II"8") .h.1I a(,!,ly til the nr·"t;o,,,
36 rher •• r,.r <lIndu"ed by I••• d,." .11 ".rtf ea; pmv;.I.,I, I,,'w ev or, ,h.t Arlld. VI.D,2 ,hall .pply .cp.rO!ely to eudr
37 '.r",.t. Com,.letloll or Recompl.tinn !lttern!,! uurleneken hereunder, aud an election to become J Non-Con semi,,g
38 rarty ns to nn. {:t,mp •• ,r"" or l\e<umpJet;oll ,lIl.ml'l .h.1I nut " rev em • 1"It'y rtom beeomlns 0 Consenting P."y
~9 In ;wh,equ~U! Cutuptctfnl1 ur Ih!cnrnt11c.jon B-tlem,WI r;eg:tllrdless whelhl:!:r tfl~ Ccnsenrlng Parrlea BS to earlic-r

tin Cml1I1h:tjnP1!1l or Recolllpl-ednl1!i:· lun-I!: rccuupe[1 their custs put!luaut ru Anlde VJ.D.l.j provided further, that any
41 r.mup,nent of cnsts by • Consen,ing rDrty .],.11 he ",ad •• "Iely lrom the production .uriuutable to the Zone In
~2 whlch tlre Co,"pletilln all""I,1 ls ,"0.1e. m.nlon by • rrevln"s Non-Con sentlng Party 10 p.rrielpat. in a su bsequent
~3 Cmlll,l.tinn ur Remlnpl.tlnn atto,"pt sir. II requIre 5U.:1r I,.rty to pRy iu propor;i"".te .h.te of the CO~t 01 .olvable
1·j tnlleti.l. and .quip,nem lost. lied In the weI! l",uII.I\I t" ,he !,revl", .. Coml'ldlon Of It,colOpietlon aHelOpt,
.1~ insofar and unly insofar •• such lna'etiol~ an,1 equlpment benefh the Zone in which SUdl IJOr.y p.nlcfpates ln a
1ri Curnpletlon aHelnp!.
~7 2. llework;RecOInplele "r Plu!! D~(k: NU,weli shnll be Reworked, lIe(oJl1(Jleted or Plugged Dack exrepr a well Reworked,

,~~ Recmnplet~d, nr "h'gge,1 n.(k [mrsuaut 1\1 the pfovi5inm 01 Article VI.D.2. "f this ag,ee",ent. Consent to Ihe Rewurkillg,
Ilecolnpl."ung or I'lu8~lng »ark ur • well shall include "II nceessary c~l'endiulteo In conducliug such ul'''tatiolU 01111

50 Cllln"leung .ud equlpl'u'g ul anid wen, Induding nec~nnry,t.tlkage and/uf surface radliti es,
SID, 0,110' Opetltiuns,
"1 {)I).:ti.tnvl'r~'nOj.tnderu.ke lU'ty 5in8~e proleer rC:d'UnRbry -cllitfm1ued ttl f~q ..[re ..u ~XI'Clndhllrl! In e~(e!:J ell _
H. y IOU s 11lid 1),,11... ($ 5JLJlillL.llO...- ) ucel" I.. eunneertou whh tlte
'4 ,1t/UII'g, eMert"cklnS, lIewurklng, tJee l'e"illg, COII1I,le,I"!!1 lIe<'"tll,I.,11l1! or I'h'Rll!t'g nark u( • "'"" thol h •.• be." I', ev iuu.ly
'j5 DlUhurh;-ed b, or Imrsuahl to Irtb BRrelCUlculii ItflJvf,lcd. however, frlllt, in case ttl c~pf(tslon, (ice, tluod or other sudden

1ri emcca"nCf, whe,l,or of ,h ••• me or diHcre'1f nature, Opernmr Ill.Y take surh 'lel'~ and III""r .u,h expen ses g~ in its opinion
57 are required 10 d•• 1 with the emergency to ur.guard life "nd prop.rty but ,Operowr, as promptly .~ posslbl.; .1,.11 .ep<1l1 the
58 emerse~,ry lit 'he nthe~ ".rtle •. If Op"'"lor ,.r.p .... an AI'/! fur il. ",,:n use, O" ... ",r sh.1I (uwi.1t .ny Nun-Opereinr 51>
19 requ.stong Oil InlormOlmn "'PY thereof for any !Jugl. ",olec, costing in exce •• or F if t y Thous and Uolla rs
(,Il (J 50,000,00 ) At Y I' tt I I 1'., I d ] / '61 . . , • y W 10 lOS not re rnq" 5 te 110 meres' til a well shall It.ve dte right to propose th.t

Oporator perro"" t.,.olt, work or undertake tire lomllatlonuf .• rHfid.IU(t0'1u1Pttll!tII or .ncill'ty proouction,"cmii~;.uch.~
(,2- ..•• ft w.t.r dllfln~.1 welIs urro comftlet .dd/IiOllal "''',lc~...itl,·-re!peCl to a wdl .. filled hereunder or olher simUar pr~leel (but!:~;"t Including the h .. t.U.tlon of gathering line. "r oth~. "a"sportarlon 0' marketIng facllltle. the Inst.llatlon· of W~'!'kh.11 II

e guverned by scpa"le agreement between tit. I'.rlle~) rensnnably estitnaled to require .~ upend;tut. in x.J·, ( ;
65 am"""t firs. oel futlh .b"" j II It. I I VIIJ ( " -t r. ," lieriG A I f VI e n I' S rl c e .. e~c·rt ill (()l1nectlon with nn opetation r"'Juired w be r'Up[l~d 'under

It c e~. :n.1. nr ~1.CI. .Opt/tln No.2, which .h,,11 b. governed ex£lu5ive1y by those Article.), 0l'er.tor slr.1I "tt\~r .uch
67 I,tnl'nsol 10 a II patlt •• e"1tt led 10 POft icipale therein, #-Witl.ltt;ttt~...g) d.'n Ikeo ...,f g 'i'
('H !It ... y r.rtr a~FiJ-...wnl~.. 'n~ f "-1"o-&e<;H~"~, A«m
(,9 ... ~,.f"u. 10 I 10 I % ..HIo ....'n of 'h" p"rtle •• ntltl." to .,arrkl"". in .uch ph.du"
70 ¥ ." "l!. t • • 8~..wP~~R>j.fkI>·Iw..H.a"nd ~" .he ten". eH~~~lI-bt-obIi -"-

~y..i~~.t. _h ••• 9f Ihl! "asl8 91 llli'-/'f9""~otIie_s-IUI4;~eente04 I. ' rr-r. "',\ ,"J j'~
71 -<tf.t~. "'e" •••I, ** B .~" • "''',e~.~'((~~i.~/~ W. 'or",.
72 It Abllndonntl!l!l1t ttf W'I!US; ~-~.';'" - . : ...•

7
' 1"1'"",,' !.O(8), '
, I. Abdl,donmont or !Jrv Hole.' E ( II d III I ,.I,~~;"~Thilll'Ri'OJ,

74 b•• " drill.d . 0 ,"ort or nny wo r et or Dc.pened putS"."t to It..rlde VI.B.~:,' ~iiY.'.'W.~Ir\v. hit. h~d$ 'I
~*~ee Pa :r 9:ope"o<l und~r the ter"15 of ,hi •• greement and I. p"'po .. tI to ~ compleled .s OLqo/"~hQ\~':~I!~:I.\..llq\·,k~,

ay ei~her consent to the proposed 0 eration ..the provisIons of Article VI.D.2 (b)P(l) and (ij)~n-consent its interest subject t
n



A.A.P.L. FORM 61O~ MODEL .fiORM OPERATING AGREEMENT ~ 1989

The parties receiving such notice shall have twenty-four (2<1)hours (exclusive of Saturday,
Sunday and legal holidays) 10 deliver, iflhey wish, the proposed opernlion, and all parties entitletl
10 participate in the proposed operntlon shall have Iorty-eight haul's (exclusive of Saturday,
Sunday nnd legal holidays) from 1111}delivery by-the operator to participate In a recommended
Completion attempt. Selection of any completion proposal shall be concluded in accordance with
the procedures specified in Article VLB.6.

In no event shall the operator Iracture stimulate a well unless operator has provided the other
working interest owners a detailed stlmulatlon design. The parties receiving such no lice shall
have seventy-two (72) hours (exclusive of Saturday, Sunday IIlId legal holidays) to review said
design and approve or elect 10 go non-consent, During Ihe fracture job, should clrcumstnnces
dictate 8 change in the procedure, operator shall use its best judgement for modifying (he plan,

"

9a
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}
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phrgged and abandoned whllum the consent of .11 I'.rtle~. Sh""ld Ol,,~ra(or •• £ter diligen! druft, be unable (0 (on(lIc( .oy
r.';y, or .1I<Iukl any ".tty loa '0 re!,ly ...jthin 10<ly-dght (49) hnurs (.,du.I •• "f S.ulrd.y, SundlY and I'B~I hoU~ays) ~frer
d.llvery of ""dcc "f the 1'101'",01 '" ping ."d .b.",I"" such well, .uch p.,ly .h.1I be d eemed !O have cons enled tn the
[""posed .b.nd""",CIU- All .lIch ...db ~h.1I b. I'hlg!l~J .",1 ,b.ml"net! ill ocwrd."ce.wi,1\ Bpplic.ble reSUI.,ioll. a,,~. at th.
cnse. rI.k .. ,d .. 1'..... "I the part I•• whu I'.rlldp •• ed in the w.t "f tl,illl"8 oe nee p."lIIg ."ch .... lI. Any po,ty who obt"'u W
pluggillg ."d .b."dnnlnR .1Ich well h1 I1",lce dellvered In Ope,"",r withlr. f"rry-eight (48) hours (exclusive of Saturday,
SlInJ.y oml tes.1 [,oli,l.ys) aleer dotive'y of 'lU.ice of the l"Of'OS." plU8Sillg .halt take over the well as of the eud of ,u(h
forty,olsht (4B) hour ""Ik. periud .",1 cun~"ct lut'lhe. nper .. IOIIS In • .,,,d, til Oil .",J/'" G •• subject to Ih. p",vi,luns ul
Arlkle VI.D.; faUu,. 01 oud1 party to 1'.0,,1010p,o"f .... n"ol>ly sali.focltl'y to 0",,'010' 01 ito nnand.1 co".biUly IU conduce
,uch ol"'rolion' u. 10 ,.ke nver ,h. well wllhln .uch ".rlud or ,here.fter 10 ClJIlUUctnperatiuns on such well or plug and
.b."d"" 'lIcll 01.11shall ontltle Oporolnr In tetain or t.ke I",ssession of the well and plu8 and ab.noull Ihe wdl. The p.rty
l.klng 0'1.' rhe well ,1..11 hulemnlfy Ope.lIlot (il Ol'erator 15an .b.nuonlng ".,Iyl and the other abandoning panle •• galnar
liahility fnr any IU'lhe. ol'e,.till'" COII1Iln".,1 on such well except (u •• h. ':llsl$ "I 1,IugSinll and nbondulling the well and

to.torlng the surface, lor which the ahnndonlug parties shall relll.in p.oporllnn.tdy liable.
2. A\I~ndon",cltt III Well, That lI.ve I'wJuceJ: i!xcel'l fu •• "y ",ell I" which • Nun-Om.em operotiml hos been

cnnducred he re ",,,I., fnr ",hkh ,he Cn"Scllring Putle3 have not been 1"lIy reimbursed a3 helein !,mvlded, any well which ha3
been {nml,leled 0$ • producer sh.1I nOI be rhtlllleJ and m.mdllneJ witlm"t the consent of :aU rarlles, II .11 p8"les consent iii

.11<10.banJ",,,n.nl. Ihe well fl,.11 h. "hlgged .Illi Rb'lI<ln"eJ III "CCOldance with opl'licabl. reg"l.tlons and at the cose, ,i5k

.",1 exl,"n.e "r .11 the paules hereto: FaUure uf n I,arry In reply within .ixty (60) day. 01 delivery "r nolice or proposed
ah.nuunment .h.1I be deemed all election In consent I" ,he I'ml',,"ol, II, ",hhln .I .. IY (60) d.y. dl., delivery 01 n",lc. or the
,,,ol'''5cd .b.tid,lllment of '''y well, .It portico do ""t ogree II> rh •• loa",I,,"menl of .uch well, th",e .".hillg 10 "'nt/rme it.
"1"',311,111 f'om Ihe Zone then "pen III I'IHlluClluIl .h.n be "lollgole.! I"~ I.ke "ver the well •• 01 the .",ira tlcn 1)1 the
oppllc.bl. ,,,,,ke period n",1 .h.1I ""Iem"ny Opel.tn' (if Oper.W' i. "" ab.ml"ning p.ny) .tld rhe other abandoning p ar tie.
~g8in!lt Hahllltv fur any funher UfJerluiun!l on 'Ihl'! w-ell comluclc11 l1-y sud! partiQ.ft. I1pUllr~ of such party or PO{dC3 to prnvftle

I'tHol reas "n.bly .. ,I.r.c<ory III Ol'er.",' 01 their Ilnanci.1 eopabilily 10 conduct such npe .. llol1. O. to rake nver the well
wlthl" 'ho r.qlll, ••1 pe,i,") "' ther •• her til conu"c' opeutl"n. un such 01011.h.lI euthle Ope .. tor III retain ,n rake I'0"C"'Oll

1)1 '0(11 w.1I .nd "luB ami _ho"ololl the welt
Parrl •• t.klng over • well D' 1'11",1<1.,1herein ,h.1I tender '0 each of .he nther partie, 113 I'ropnrtlonot •• 11O,e 01 the valu. of

the well's aalvsble nltt-trlal And equipnu:llf
t

dereernlned If' ..c~uttlnnte with du~' provl.!linna of l.!lChihit "Con less the f.!ltirn-ate:lf ~nSl
ur slIIY1'lging am' chtll ~3(~mnted eoar nf I"'fU8P;1~'.RamI Rh~'Ulf.lcUtiUSBnd re~unrlng the sllr{O(e~ provided, however, tha:t in (he event
the .stim.ted pl"gging .'1<1 .b."do,,11I8 .,,,1 .u,face reaeo,.ll"" cuse•• nel Ihe •• Iim_led cost of salvog;ng ore higher thnn Ihe
•• fue .. I Ihe ",.ll's ;.I••ble mat.ri.1 and equipment, ench "I the nbn"~lIning pnrties shall render to the parties continuing
"I"'t," till"'. their I'tnporrl<>nnt. slrores of the e;lhnole,1 excess cost. EDch .b.,uluning party sholl assign (I) the non-.b.noolllilS
p.r.lIe~, wtrllutn ",arr.my, express or implied, as [0 lit Ie OT n. 10 quantiry, or litlless lur use 01 the .'lull)ment and materi.l, all
~f It. IIIle.e.1 III the weill"". of the well and ,elaled <qui,,,,,.,,,, '''Bethe. will, its interest in lb. Leasehold IlIsol.r .nd mlly
Jt1."fnr a. such l.ea.ellUld covers the riSI" tn obtain " ...,d.ICl[Ull [rmn thn[ wclllxsre In ,he Zune rhen open I<J I'.odllellon. If thu
Imere51 of th •• b.Il<i")lin8 purtp is II. includes an Oil ond Gus lntceesr, such party .h.lI execute end IIdi ve r 10 ,h. non-
ob.ndonlng pa'ly Dr 1'•• 1/., In oil and g•• lease, limiled tu the wellbc re a",1 Ihe Zone then open to production, lor. renn 01
nne (I) y.... nd su 10llg thereafter •• Oil anel/"r Ga. i. produced Irom the Zune <ov.red !ller.by such lease 1\, be on Ih- I".",
alta II d r 1'I' "A" 1'1 ". < 0 as "'" III • re ... IBmno"'. or lea.e3 sn limited ,h.1I .""''''1'"'' Ihe Orilliug Unit "PU" which ,he well Is ["coled
1 he po.ym.,,,. hy, and the .ssl8nmenu <I, leaa es In, rhe n.slgnec •• hall be In • nulo b ••• d upnn ,I.e ref.llonshi" Ilr Il>d;
:sr-ecuv~ '('I'er~C'utn~e .f~fIrartldp.nd1Jl1 In the Conttad Ar~n tn the ngg[~git-le lIf the Ilen::ent:aBI'!-5 01 f'artidfHltint1 in the Ccmrect

tr::, of ..U d35lgne'tts. I here 3ihnU be no fellJhl3tm~ntor huu~:iI.!I In the f~mDhdl1Rpotfion:! of the Con[tn:ct Areu
rn",~I:~:.~:~~'i~bt~::d~nlng I,,,,,i es shall bave no I""her '.'J"",.ibilhy, Ii.bllily, or inter ... in the ,,!,er.,inn II; ur l'[(al,,(llun
r uesr 0·· , me ti,len open 'Other thnn th~ royahie:! tc-t;;duc.1 iu Imy [ease IIIBtle l~m'cr the terms uf IhE5 Artide. Upfl~'
~ , I",ralo~ sh.1I connuue 10 "perole 110.oss tgned well I<lf tire o'(onlll uf the "'HI,.b.ud",,;n/! ""lie3 .1 rhe rate •• "J

~.lotl!.'1 ~"",elnIIP 'I.~ l1y this agreeuteur, "Ill! any .,Idltlonnl ens! and charges which 1I1ay arise •• II,e resuk uf lhe sepanue
vwn ers 'lJl 0 • I•• ~.'g".d wdl UI I b I .•shall then have Ihe ,,!>tllm I . >O~ I',ol~"e. ,a one "nment "f the [' .. ..J"ting Znn. assia"ed ,jr 1•••• .1, ,h •••• iGn<l' or 1.'5'lr
further o- .. li"n. th.t' bU'.el'ur< I"" 'u ,I:"'" IIIIe,e51 In ,he w.1f ("slllg the same valualioll lonnul.) .nd "Oflldl,"l. I"

"_ "'"eEn 511 ~e(t to ~ 'e pr(JVItHUI1!1 hereof.
L 3. Ab~'dunll1.nt "r Nun·Conlen! Op.rallon.! 1'he "rovl.luo. 01 Artlel. VI II I ur VI n 2 abc'''e ·1, II b I' '-J
""'W •• 1l m~entln!l Part' I I r ' . . . .. ,,'« e "I'I' l(Ou" ••
Imw.ver l1<l ~ell sl II be'·' n t te evem u the pm.,o."" .lmnd')l\lIlem (If OilY well enepted I'om .ald Atlid.s· pttlvided

0(>eUtlll~3 therein I::ve be:~r~::ji~~n:IY ttl;t8l!erl "nd ';I>.~'.!Il~e'l unle ••• 11" until .U ""'Iie. hnlog Ih. dBiu 10 COnti'lIC!furth.:
In "«otdanc. with th~ p<ovl.I'I'" o~'11:11"'",,Pt,"IV""'"Il' 0 ~:" tlltlt:el11 .11<1./fonlc,1 the °I'I""tun;[y 111.1.cl 10 I"~. ov.r .he well

I
' 5 t (" ..; allu ",,,vllled lurther that Nun Con 'I h • I .n • I'"won of the well 5h.1I I' Y d I I I ,-, •• n, n8 .-arue, w '() "0111 .n ""crest

I"Midell in Article VI.[J,Z.(b), • Ie r "m"ort "o"'~ S .... s ,,{ .~'I11!,,"meru and 3",I.c •••• Iorotlon (ost. 10' such welt .9

It, 'rorn,lnatlon of O,"'llltion.:
Upon ,10. wmm.ncell1ent of Bn D~.roli"" lu. Ih. dtilll" It klCom"/.ti,," or p

tu
8S

ln
g "f. welf, Imht<Ilh b r' g. .~O[ ~B:SIII.tracklllB. PI"88;ng B.ck, U •• polling, ~ts~ing,

""_". at 1'.,,1 •• hUll"!! % 18 l DI nnt "~"edto Ihe III/ti.' ihl!, sud, op ... tlon sh.1I nOI b. let/niio.ted wrlh"", *
, , (I ~,. eo.",,, .~.Ioer<r.';"~'p,,,vld. I I I .

"roccl:~al!y .lJnPollet!.ble !.b.tl"c.·nr cm"lItlonjri Hrr-'" ' '.'." !"W.••• r,J'.Untll .... ·:,"':.s..ni'et,!'rnlh.r·
Opemtllf-mny .dhcoo,loi,o "1, .... 1

0
1 . I' i. ,.I" ~ ~•• '1(o""t~r.d wlut" relld." lurther ",," .. dOllS it~~r<Clk.f

r",.I,I", .. "r ""fel. VI.I!, ,It VI.H, .;;"I~':~ 8 v; nUlke "f ,,«I, CDlldltlOll In the mRnner provld.d In Anicle VLO,lllIllId th'
G. Ta.fdu-g Produ~don in Kin-c.I: )ere:g. ter nl)I'I~ to ~tidl uretntJntlt 11"arIJrU,lfrute, 'iJj: I ellif I'"

UI>II,OI1 No, I: G•• aol.ncing J\ B,oem."t Attached II'J
',.d, " .. Iy .10.11 ,.k. III klnol It . 'G"III'.<t1\ r•• , urt".I •• or P""I"ct~"n·:;I:;;f:·:~ 11I:,"c ~llllSd~""t"'I""01 •• hn•• ,,( nil all 0,,01 Oos W",lute< fl." lire

.. o.,lng on ."d G •• for ,,,.tkotlng "u'po 'IY _.,"""1 " .ve "p",e", ."d pmoludng "pemlloll' and In !>ttI' "flll8 and
• ."' 5e' ano p,,,,,ucl un ,," •• ultl.bly I A ,". ' , ' ,.In Krtrd Ot sep9ule dl.!lOSillnn" on . OS!, "y eXlr. ex!"'ud'lUre 1[I,t;\!r<td. it~ It.., •• kl"
,,_tly ,.kl" • I I Y Y ".tty ul 1t3 "tnl'CltlltlllalC shm of tIle pwducliun shall be be..!. LyVh I U A g

/I "' • I."" ptoductlon In kiurl .h.1I be I eJ • UK 1;" (P~'!r' fly
0l"".,ur' •• urr.ce {.ellili •• which ;t II.... tcql1t It> lray lu. unly II. pro",,"lonate .hQrt:i~;~,r#P.~~f,.'"of

JjAd~ party 3h.1I uerute .uch diylsla" orde ... nd" ...rJ(I'iliI;~~''t* produwon froon fhe Con!tad A,e. d co,nl,"cl' ., ",oy be ne(e.sary for fhe~·~11~'·IJf"M"hW!~wtl/j.··'1
satisfying the provi i •all , except B! "rovlded In Article VII,B.,,h.1l oe emit! J"'''''' ""i'··" "',' '.
a hall be Bubs t1tuted sw~nh of Article VI.Il.1. (except that an f c:-:!~·!5f~I,Y.~,'P~yr'\~~f",

t reference to termination). y re erence to abandonrner
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J1.1 ....l·,l.-. r vHlH UIU ~ .t.IVIJBL I

dl,.clly from I"~ ""I<It ••er thereof lor 115share 01 ~II "rod;:I:~~~ in kind or •• ".rudy dlspose ,,( lis "mponio"ole
IIltuy fT.IItly ("H.!IIIn ma-kc rhe I1rr~ng~rrtcniJ nt(e.ll~At~or !!lntU [mve the risftt, su(,Je:ct' to the revocarlon at wUl by

." .. e ...r .h. 011 produced /r"", the r~"'t'"CI tIr •• ,Oper. I 011 " It 10 others ar .ny time and from lime w
Ihe I'.tty (lwnill/l ii, but nn, the obllg"llon, to pUfeh.,. sucu lor se I b 01 '"'0' ",oy be terminated by

f I hi tty Any .lIdl purc lOse or •• C Y '"
time, fur Ih. 'ccUllnl o t 'e nutHo It~ "" . 1<1 ad tlon and .h.1I be subject .lwoY' '0
OI"'UIOf npofl 0' le•• t len (f(I) d.y. ~rnlen IIO[kel 1:[ I:': 0(~;;~:yr5s:rh~:n ~:tice to Operator '0 exercise 8t .ny
I '1 I f til ow ner of tI,. prodllctlon ,,!'on.... e I

' re rig, o e f its .hor" Ilf .11 011 110' pre.romly delivered 10 a pure ,ase r.
Ihlle h. right 10 toke III hilld, or se"ora'dY

I dl.pose ,0 " f OU .h.1I be only fm such r•• sunsble perlnds of tiule
All p1lrd, ••• or •• 1. by OporatilT <II a"y .. t rer P",ty' • , ... 0 ! r
•• are wn9is!~nl whh the minimum needs of the Intlu9!ty onder the particular dlcum~tdnce" but "no event or a
pt!tirnl In nces. of one (I) ye.r. , b 0 I

A f 1 b 0 retor sha]] be in • manner cnmmercialiy reasonable under [he (UOlmstanc.s ut pera tit
IIV sue 1 so e Y I'" 'I '.' d . t', latin marker or 10 oblaln • price equa] to I •• t recerveu un er any ""5 ii'Sshall h sv e nn dUly to ".'C any c." I II ' If' ,

market. The •• 1. ur delivery hy 01'."!<1' "I • ,,"tH.klng patty'. share of Oil under I ie terms 0 any 'Xlsl"~8
COII"act of O"" .. t[1' .1o.11110t glye the "'"Hoking patry .ny i"ler"~I.11I or make the .non.l.klng p.rty a ".,Iy eo sot"

111 (I No Pu,ch •••• hnl] be lII.d. /)y Operator withOl'I UfOt gIVIng rhe nOIH.kInB parly at least ten (10) J.ys
CIlTO. . • I' be used
WtiUeh notice of .IIuc:h hueuded Ill.rdl.S:~ Rnd the price to be pnM or the .,dduB lOSU:In use. .

All p.nle~ dh.1I give timely wrlttcl1 mnlce 1(1Ope .. t", of .It",r 00; m.,k.IIIIS .rr."Eem,ellu fllr Ih.·r"lIuwlIIg
11Ifrnd, e.xducUnR ptkc nUl! ',shar! un' iCy (lpunwr Jmme(Uately iu tile event of. II chaugr! HI such arfllUgI!'UU!l:U,

O,tNU:Jr 5huH Ull1hllBh~ fC-((lt~b 01 aU mo-r"elh~g (Iffdllgcmenf5, nUt! nf l'l)hnnes Ac(ul'lfiy !10M nr IU"I:!flOrtf!l~. w'm:h
recortls .dullflx! umde aVlllfftLlc W Nnn.OJ1e'filWfS ItfHm C-~-Dl!lou..ble request, , ,
* ..fn--lhe II!', ~F1' unc It, rr'lfJr'e-f.!u-ti~fM~~$f"R'I-MrJH--D~I-tAF4P-f.Jf-...t.I1@ CII1 Q'U:I:5e'!lI 8pUt-e~~r", ..erl:!6 IQ 8e~~ffJfe
',-,' ,p ~ I,,", Ie< ..... hl.h- ...........J., .. ~ ·[·!"'''''''.....,_,~_oeII!4''fI ..100..... '1••••"...1,,1'''''''''''.''",,,,,,m•• OR ,ef '" •. r"""'" I . I 'II L_ I , !tIl.........,.~~.Il-.j"-J,.-,,I1"'"'~ I',. ".landIlE ot 0="111111/1between t te parues .,. ""lJ1,.~~.~:"c ":'

'''Y (¢, h.'o"d"8 "S"""'''''"' between 1100 11'I'II.s herel<l, whether ,"ch on "S,",,"'Cllt b .1I.d~ .. IlKh'"'' II ur" a
sepa"". "B"""''''"t, 01''''''''' ,1",11glve nonce tn .11""td., of lh. 11m .01ea uf Gas flUIM any ...en under this egreement. **

9--et1Iun-N<r.i!,..~I .. Ga. I!.I ..~ __ :

----I:!I3.<lt-j.ulr-<!h.jl-f<1~e_J.._!d"~." ..... tdl'-.II."H:!e-itI-l .... l'ffira.lr ..... t.....t.H<J-OI .11 011 • Ad COB ,"H,d
the 01l11r3<t Are~, ~Xdll~i.e 01 l'to,iuCli'JIl which 1I1'y be Itscd in ,[cvdul'menl alltl producing nperauons en 1!1

prep",iug -",Ine.tins Oil "lid GA. lor marketing 1'1tt(H15e.nutipruductiull 1I!1.~nid.bly lu.t, A01y •• t", .xl', [ture
incnrred in the toking In kin,l or ,elt nr "te dlspusitloll1 hy ouy I,",ty 01 us ptolmllluual. shllre ol d,e ptod tum 5h~tI

be borne by 'IIth party, Any toorty taking Its share 01 ItWducliun in kind sh.1I b. required to I' Inr only 1[5
prOf1(lrtlunole share nf such I'ott uf 0I'erO[[1'5 surf.ee f.dllti ea w hich it uses.

Il.ch ".tty .10.11 ".(\lIe .uch <llvl,iul1 urders and c(mltnclo d" tll.Y be n.,cu.ry for the I. of its illlerest I"
"",cluedull Irom the Cunt .... Aten, ."d, .... pt no I'wvi<l.d ill Article VII.H., .1o.U be e tI"d 10 receive "" ymellt
dlreclly hom II,. I""chuer th.reof rut lu ~hllr. "f .11 prudllctioll,

If .ny I,.rly '.iI. 10 Il,.k. ,I,. a'''''8e",.n'' nee.... 'Y til t.k. ;11klml or se ".. Iy dlspo se of It. prnpurrionatc
,I, e.re of the 011 "'''II"r G., prnduc •• 1 rroon Il,e C"ntf"ct Are., O""'"ttlt, I have Ihe right, ,uulect III Ihe
"'<>«';"n .1 will I,y .he r"uy ownln~ It, bm nllt the tlllllgotlnn, In pu,ch... Idt 011 and/or Ga. ur se11It In mhe,"
rtf t:t"f .;n;~ nnd (torn fhu~ tu flme+ fot the n((Ulut! ul lite IItln~fnldl1R r p. Auy such purdlR.se Of sale hy O,lc:rntlJr
Mfly he l-erl,dl1atcd by Op~tfl~ur upnn ill( leest t"!'u ('0) tI:;y:r wrhtee _I ce to rhe Owner 01 s,,;d produ'(llun ZlI1d ~hilll
be !lWbl~ct alWftY3 tu rhe right of rhe UWUl!'f (II dill!!:Ilfui11lctfun urx' at I~",.s( (en ([O) day.s wdncn neu lce to 011C.r.Ut1f

'0 ~;II;er(I"C' ru rt,glu tn ee.ke ,,. ~Iml. or ~eI1l"J1':1~cly t:U.!I11U.!c:'or, ~ J!lt.are 01 "U 011 and/or f.ills nm f1re'YrnUlly .tJdh{'n:::lf

tn " (llirduu'l!!l: f1tovMed~ !mwe\lll'r. ~hlilt t ....'i t'flecthe rip, of flny 5\u:l. re-voc:ndon may tre deferred at Upcri1tilr",
.r.ct ;011 rot • perlod "'" til eeeecd III"ecy (911) ~'Y. °1",,.1<1. 1m. cmnndued such I,w,hrction III a purch asc
«Intr.c. ".V/III! • 'orm ~",etodi"g heYIll"l such 1." t .day pe,fUlI. i\ny I'"rdl'~.or sale by Opera to, "I o"y IIlhet
p."y' •• I•• re nf Oil ami/Of 0 ... h.1I b. clnl ur such ,.o.onol>le ".';1111. nl ,itne •• are (OI1.istonl with lhe
.nlnlmum n•• d~ of the Indu.!!y UIIO., the P leul •• circumstances, but In 110 event tor • period In excess of one (I)
year.

i\nl' ·such ule by Opentr" ,h.n In • manner commetci.lly fe.mnRbl. under the drcums'.l1ces, but O"emwr
slmll h •• e no dUlY 10 share .ny e ' [Ing marker or 'tAll~I'tltt.llun orunlle,nenl at tu nLldfl a prlee or ttol1'I'IIrtRtinn
f •• eqllal tn th.t [eeel.ed II er ... y ex btill/l ",.,ket or trans",ftIO';('" arrnngeurenr, The oale or d.li.ery by
O" ... to, of • non.l,kiog tty' •• 10.,. 01 productlnn lind., 110. I."n. of .fly .Kistlng COnttRct of Ope .. tor ol,on 11!1t
slve the lIotH.krlll! "" y .uy Illter.'t ill nr m.ke Ih. t,on.'aklng ".rty. r~ny to •• Id Cumtact. No "",d,.se 01 Oil
'Bud G., .Ild nn so Ilf G••• 10.11be mad. by O,,".I<>t ",llh'lUt II... Eivlng 110. non,t.klng parly ten d.y. wriu.n
nm Ice or strch f eudt!d f'1urdlg.se Or 'tlJ~ dud .he "rlce If] be- I'AM l)t fl.e [1ddhg t:..;is [0 be use-d, 0llt:U Ittc shaH gJve
nOllc~ til .11 nl •• 01 .h. IItot .. Ie of Gas ftotn .IIY wen un'!.r thlo Asre.'n.nl,.

All lie •• 1t.1I Siv. llm.ly wriuen nOllee loOper."" of Ihelt G•• mothd!lg .trons.trI.nts 10' th. foll"willl!
InUlI( t exdmliU8 fHlc~. BI1Ll :dlldf nndry Operdtor JnllucdrureJy Iii Ille tvenf of II ch"uge ~" 3'Uch IIIrrangenle:nt::;.

() rttnr ;tIf'ln Ultllfnro!llu rl!;ctltrh or .Ii lnukeclu8 Ittr"PlneU1~nrs. Btul of \lnlult1~.'J IIIcluaUy ",uM Or trsl1:J'rOf[eJ~ whidl
--h-oko~~jloolo~......o,.. ...-.....f'<>"""'--.b~"-",,, .':

ARTICI.U VII. ~
BXPENDlTURnS ANIJ UADIU'IY OfT I'ARl'lIlS [ J

10.. U.bllhy of ro«I .. , ... .... >_ ••••••••• :., • •• • .:: ~. _ >._'. :.. f.( ...
.:.:.. 'J'he lI.blfl

1r ..lif .the: pUllu shall Le 5.v.r~I, not Ji:Jlhf o't collectl'" !l.ch p.rt y .hall be reopon;'ibte Dflly fot ha '!~(~ntions,'.n" sh.n be Ii.hr. only I", It. "",,,oul,,,,ot. '''"t. nf ll,~am. of devdUI,lnB n,"1 "per.ting tI,e Conr'"ct Atea, A<mr~ Ii Iy, 110.
hem gr.",.d .mOIlE the "Of I I., In Artlde VitI!, .r. Sl .... to s«u .. ""'y rh~ dehl. ur .. eI •• everolly, ond Ito pa

flY
'· i II h•••

•uy ".blllly 10 third partl.s h.r.und~, tn '~tI.ry ,h. d.'.ult or any olh.r ".tty In Ihe p-yment of .ny nl"e:l''*:''o~,:.~ii8.. ilJ!'
h.reund.r, It I" not Ihe Intention of the ".rtl •• 10 rr~.t., nUt ,h.1I this "B,eem.nt be comlt" ... o. <re_tln";~,,'£·li.

11
1r18}J\n,lo"r

".rtn.nhlp, JOInt VenlU •• , "sene, t.lot/on,1011t or •• 00d.,ItIO, or 10 ten,I., ,I,. pa"i., lI.bl. OS J1.. tn~f , .. KlyrJ" 0'
prIncipal;. In Ihelr relation. ",lth •• ch "Ih.r und •• Ihl. "8re.trlent, lhe I'.. tle •• 10.11nOi b. con.Id.,.d f1a~.;!;~.~~f.1>~~,I:•.ve
~OI.bn'hed• coulJdentl.1 ,dotloo.hlp but ralhe, .h.n be Fr•• to oct on .n otm's-Iengrh b.sI. In .ctorda9.~~~lYkt'9W.W,~WI1.
Upertlve Sel(.'III.t •• ~. Sublec!, hllw •• er, 10 ,he obllaotlon of ,h. portl•• to oct In good flith In tlt.lr dl~lIlI'g~'lIiIllr'mr\;d'f!~t.'1

w~lh respect fo .tljVltle-S hereunder. . _; q1tl';'~I-'II~tl,!,.~,,~,~~,.\.,111T. ,.

It"'~:~!':!.'.\~;ti.~~:~~r~:!!!1~~"~r~r~lr~;~J'

""n the ~v~nt any party h~reto rs not at anytlme taking or marketing Its share of gas or has contracted
to self Its share thereof to a purchaser which does not at anytime take tile full sflare of gas attrIbutableto the Interests of such party,

• 11-
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I Notwithstanding any provision to the contrary herein, each party shall have
2 the right at all times and from time to time, upon written notice, to audit all
j of taking party and/or Operator'a recorda am] accounts related to or in
~ connection with production or allocation of production from .the Contract Area.
5 AudLt Lng of settlement records shall slso be applicable if taking party and/or
(, Operator dist'ibutes proceeds to the auditing party.
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I
2
3
4
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6
7
8
9

IU
II
12
1J
11
Ij

1(,

H Lien. and Security Inrere ... : I I It now own. or hote.fl ••• oquires in Oil and G.,' I I lien upon any mere, ,
Il.th ..any Brant. to II,. u[he' par, e. rereto u 'I I .",Ij()r /lurd, •• e money seo:tllity lureres: In ~l1y, ,. . I' lI.n 1 II security meres ,

I.eases anti Oil and Gos Interests '" t 'e (.I)nlrn(t res, r d f' tu 0 on or used or obtained for use in connectIon
. ln t] person.1 properlY an I~ re flnrer es1 ir now o...n. of hereafter acqutres In ie I ' ne Including but nor limited to payment 0 .'p"nse,

th.,ewhh, 10 secure performance of .11 uf h. obligAtiolls und~~ ~'" .g~e;:he a•• ignmem or relinquishment 01 lrneres: in on
interest and Iees, the proper dlsbursernent of .n monies pOI ereun·r ' peratlons hereunder, Such lien and se(1lrltr lmeresr

' did d the proper per oruunce 0 a I d
and G.s Le .. es as ,eqlllre iereun er, an I 'I,' ' '.'orkin

B
interests operating righu, and roya ty an

I II' I \ 1 ....rtv' Iease 10 u Interes.s, ~.., , I
fi,."teJ by eoch party h ere to. In me me sue,.- 1 f' I nd In lands pooled Or unirhed therewh ror
f!I • C A now owned or herea tcr 3cqulrel a
""erriding ruyolty inlere.to III Ihe urumct reo '1 G I acted therefrom and equlpmen; .Ituoleu thereon or' I . rent the 0, .nd as W len extr
otherwise becoming subjecr to I us agreen , 1 I I'" II well. 1001•• nd tubulJlt goods), and accounts

' I I I (' Ilding w t mur 'mUllion,' , ,"sed or nbtained for us. in wnneetlnn I, er ew t 1 'nc, '., 1 I the ,.1. of 011 .nd/or G.s at the w.Uh •• d),
. I i fcom gas )UlrJi1 BOC£!:!!I or rom I

(ll1duding, wlrhour limlt.lloll. sccounes .r. ng . I her f"'IIl .oJ.1I proceed •• nd p""h,e," of I re
('(lnlra;(t tights. tnventury '11!11clgeneral inlnngtbJe~ rdndng thereto or arts ng t e ,

I"'.g<ling, ' It 'I d I ' a·h pl<ly herein .10.11 exe cut e and o,knowledBe the recording
To r~tfcc' rile lien ami st:{urity ",greemeut ~h)\f' I.'; lef£u'l,e C. b N rt" It~reto In (onlunctlon herewhh ot 01 BUy thne

I I ot "'rore,1 "".1 ."b", lie" y .IIV ,.. , .surplemeilt nml/of any f nunc U8 3UUeme I ,- ~ ftt-e1< cf.-e t-eattcUuEI supplemenr executed herewith as
f"lI"wlnB exe(t"i"nl'a'i"lt~~1~¥t'J~':l(tj,~ft;J,rle<ld t;,,:i~: to fln:w<rn.nt with Ii.e I'rnp~r o(fic er ut,der Ih. Unlh~""
R lien or mortg"gdrn the .""rlco ere. <5" e econ ~ " . ' I ch ther n.,., u Opent[Jr shsl] deem 'pprnprrale
Comm",d.1 Cod. In rh .... tc in whkh the Co",ract Area 10 shunted ~~< !,~u(!h a lit Ih. rcrording supplemene executed
III perfect the security interest g,an.":1 hereunder. Any p.tty .'".y ue n: 't*Ii:>l!~\I!IIt\lIll!!Wlf ert~\~ r~(ords and/or"
herewhh or such other dncurnents as ICdeems necessary as " lien or mortg g ,

' II' d the Uulforrn Commercial Code,
limndng statemern with the proper 0 icer un er I I lh. lien and .<r:tlrity Inreres t ar.nted by such p.ny 10

Bach porty represents .nd wa rrants to the ".he' partie. serem t,.r It' the rlorle of .. ld lien and secu,iry
Ihe ocher partie s sh.U be • fi'st "nd I'tior tleu, nnd each patty herehj "!!,-~elsto rna n a[n d ,P II ',. y. reemenr b. ,hm".I, 'or

• I I OU d G ] earee Bllu ruereses cuvere [If l g , I 0::~~;~':,,:f,·lp:r\;II...':r;~;I~e:~::~:t'!:~n;o.~';~::;:s:1'.nO~nand'~.; Leases and Oil and Gas Inl~rem coveredI by lhl'k.B,een,'~m,
, I l' e I all be deemed 10 laVe I. en .11 'IWwhether loy lulgnment merger, mnrlg.ge, opersnon 01 ow, or at ,erw,; , s 1 I

II d ~'i I ' by ,I,'· A-tide vlln u to .11 obllg.tion. omlbutable to such Interest hereunder10 lhe en au 5~OU~ty ntetest gran CU , ~ t ••

whether or not such obligation. arise before or afeer such interest is acquired, , , h
To the extent thar "arties have 0 security inrereat under the Uniform Commercial Cod. of the sUle rn which I e

Contract Are. 10 situated, Ihey sh.1I 1-,,; entitled m exercise Ihe rights and rem.dle,' !If • secured p.rty under the Code.
The bringing of • SIIft .11" the obtal,,'ng "f f",lgm~n( by • potty lor the •• cured indebredn es s sh.1I not be deemed an
election ,,[ ,emedie, or otherwise offeel the llen tiglo ts nr security [ttrer •• t o••• curlty for 'he paym.nt th e renf. In
.,!dilion upon default by any pony [n the payment of Irs shore of expenses, in.ere.u or rees. or upon the lrnprope} us.
o( ("""; by Ihe Ope m tor, the other putl .. sh.1I hove the ,lght, wlthour prejudice to other right. or remedles, to (Olle<1
from the putth .. er the proceeds !torn the sale "r such de(aultlng party's share 01 011 and Ga, unrll the amount owed by
snch party, 1,1". Inler •• t as provided in "n.hibir C," ho. been recelv .. !, and ,h.U hllVe the right to oflset ,he amount
owed ogolm' .h. "roc ee ,I. Iroll1 ,h ••• 1. uf such defaulli".!! party's sliace of Oil and G.s. All purch asers of produell"n
'my r.ly on • nmUk",ion of d.loul, Imrn the non-d.loultlns parry or porti •• !tOling the amount due ... result 01 the
default, ond .11 p.rtle. waive any recourse •• all.bl e aBoll15' purch ..... (or rel eas ln8 production proceeds a. provided in
Ihi. 1'.r"8ra ph,

I[ any potty fail. to I"Y it s share of cost within 1)1'. hundred twenty (120) d.ys .fter rendition of • slatem.nt therefor by
Op.'"'or, the "o".der.ulling rattl es, Illdudina Operator, .h.II, upon r.qu,•• t by O~r.lnr, P'v 11,. unpAId amount in ehe
p"'[>mllon th.t the Inte .. at of epeh such patty be, .. In the il1tere.t .. f oil .ueh port ies, 1'10•• moUln ".id by .. ch pany 50

paying it,' 5hore of the lIttp.it! "!ilOIlO! .h,U be secured by Ih. liel1' anJ se ""dty rights described In Artlde VIl.lI" .nd each
".ying ".ny In.y I"uependencly pursu •• "y remedy ave Ilahle hereunder or ",h.rwls e.

H any potty,doe. not perform .11 "I Its obligatio". here under, and the foilure to perform &ubj.cts sud. parry .n forednsur.
(If eXer:tllion prneeedings pursuane to the provisions nf thb agreement, to the ext"nt alloweu by governing law, Ihe delaulting
porly w.lve •• "y noil.hl. right uf redempllon from and .Itet the tln,e "I judBmenr, .ny required valu at iun or 'pp(Oisem'"1
,,( [h. mtlns"sed or .oenred !',,,petly prlo. eo •• Ie, ony Avoil.bl. riS1r1til atoy cxemtlon nr tc reqnir •• marsh.lling 01 .ue!!
and Any requited bond In the evenr • ,o<elver I •• "pohu.,I, In .d,lhl<"" III the exlelll penulued by 'I'plle.hle law, •• ch I,.ny
hereby ato"'S to Ihe mher I'arlle. 0 Il{IWU ul •• le U In any I'r<l".rty thot is subjecl to the lien and security rlghl5 granted
herennder" .ueh pnw~r to b. exerd.ed in tlo. manner provldcd by applicable law !lr otherwl.e In " commercl.lIy ,e .. onabl.
manner :lind upon rei'l~omthle notice.

lioch ".rty ~8ree. th.1 th. (ltlr •• (lo'tleo .h.1I he .nlitl~,1 tD uillbe 'he pro.i.ions <J( Oil .nd G•• Hen I.w Dr nlher Ii."
Inw 0/ any ... te In whld[ II,. ConlraCt Itr." Is .It,,oled .0 enfltrce Ihe ,,"ligation. Dr •• ch pauy h.reunder. Whl,ou, li'nilina
In. g""e,.li,y tlf the [uregnlng, 10 the eotenl !,erllliued by 'l'I,IIe.ble 1."", Non-Oporalor. osree tn.r Oper.lor moy illvoke tlr
utilize rhe meeh""k.' or llI.terl.lm.n', lien I.", o( Ih •.. ote In which rho Contr.ct Ar •• is .I;".,.d In order to .errure 'he
".ymenl to 0p.'UDr or .ny .urn due hereunder for .ervfces "erformed or marerl.ls !upplied by OperalOr,
C, A.d.anc.,: uniformly,

Op.~torh a, I Its eJr.:Jioll, .Itnll I\ovo the J!R1t fmm I',"c 10 lime m/de.".",1 and r~c~iv. rro,n one or ""'te "f~, • o'ber
".tti .•1 P.!}!T'i:~PP"olJ-v.,'?<~"Y'1h~p.Fl:tPectj~~L{I~r.!l~['tllnnin\l.\\'J1W,"Lttri4;1aA ~.~en.e-In be I~OJrred ill \J ;'rotl"tlS
he,.';"Je; au'frig i'Ii'" ;;e;'t OI'(c.edins mnnlh, whkh rlShl m.y b. exerd •• d only by '!lolll! .. i"n to eoch '''ch pa iy oi '"
it.ml.ed ... t.ment of ,"eh e.rlmated e'p.me, roseth •• ",ill, .n Invoke lor 115sha .. th~rel)/. n.d, .uch .. atem."'0i,.\l, invuice
(or the p.ymen. In .d.ane" of ."Imot.d ~.pen.e sholl be .ub'nlt!ed on or be/ore the 20th doy 01 the ne., "re,"~iJ 'mumh.
nod, pOtty shall ray tu O,,<:tolor it. pmporlf,,""te .hare .. I .uch •• ti"'ote ",Ithin ~hJ,\;t(,h)(J.ij} .fte, .ud, ."1 ~,•• "d
'n.olce I. re«I •• d. If .ny p.rI, (.11. '" poy Ir •• I,.re of •• ld •• tlmale withIn .. Id lime, the .mount due .h.rr be •• I ,Jre ....
ptovlded In Ihhibll "COO untllp.ld. Ptoper odlllormenr_haU he mod. monthly betwe.n .dvonce • .ind •• tual ~.P,eh!~! ~'e end
thot uch p."y .h.n belt and pay lu proportlonale shat. 0/ a.luol ~.pe",e. Incurred, .nd no mo,e, ;':~"I' t."
D. Del.ulu .nd Remodi... ( . ( .,!'.t I 1

If .ny ,,_Uy (.11. to dl"harge .oy fin."ci.1 obllB"lIon under 'hIs aBreemem, Indudins wlth ..ul IImltltrlqf; lht' td iltr. '0
,,10k.. any adv.nee under Ifte I",,:"din!l Artl<le VJl.c. or any othe. l'mvblul1 "f [hi. "StUmelll, within [he P1rAAi·i!~~~.flit
."d. ~ayment, l,lerettnder, then In .ddlrl,," tn .I,e re"ledi •• p .... Me,1 In ....,1101. VlI,n, or ol.ewhore ~' rn!¥' a~.t~C:liielll, the 'j
rem.dles !pwfr.d b"low .hall be .pplkoble. I'or I'urpme. uf Ihl. Artlde VItO., all notices !lnd elen on< 'fJaii .~_, Jelivered* fo r an .. '<", """ N •d f Y amount greater than $50,000,00 which ia mOte than ninety (90) 'd tue rom one party hereto to another party hereto, aya pas
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ollly by Operamr. '."I't thol Operator .h.1I deliver .ny 511(hnotice and etecrlon requested by • non-deleuldng Non-Operator,
.nd w hen Operetur I. rhe p~<!y in Ilef"tllt, the nl'plkollle M,Ie ... ",1 elecrlon .• con be ddl vere d hy Any N(Jn-Op er ~t~r.
Election "I .ny one Or rnnre 01 til. follllwing rcmdle! shall nut predude Ihe sltb.e'ltlellt use 01 any other remedy 'pec,f,.d

bet" ... or otherwise ••• UnMe tu • !lo,,-delaulting pnrty.
I. Su.pension of RiI!ht!! Any p.rty m.y deliver to 'he P""y in ,Id.ult. Notice nf O.~o"lt, ;'hith sh~lI.pedfy tl:e delaul"

spedfy lite action to be taken It} (tit. the default, and specify ,h.1 [ailure to 10ke such acuop w!ll result In the exer crse of one
nr more of the reme<lies provided io this Article. II the defaulr is not cured within thirey (30) daY' of the dellvery of such
Nenlce or Default, .It of rhe r'8hlO fil the delo"lllng r,.tty sumed by Ih;; agreement may "pan notice be 5u.petl,J.~ m:tllthe
dd.,,1t ;. cured, ... i,hollt prejudice to the right uf the non.defoulting patty or "a"le, to continue '0 enforce the .obhg.tlons "f
,h. delauhing ".r'y pr.,,;ou.ly accrued or ,he,e.r ... accruing under this agreement, II Operator b ehe pony In ddaul., the
Non-Op era tors shatl h •• e In _""iliu" the right, hy "UI. ,,( Non·Oper"on uw"lng a majority in lnrer es! in the CO"tr.cr Area
.ft., e.dudlnB the vmlng inte,e.I uf Operator, 10 nppnint • new Ol'elOIO< .,r""ive Immedla'ely. The rights of • dclaulthtg
p.. ty that may be suspended hereunder .t the electfnn of the "<1n-delauhlng rorll •• sl .. Ulnclude, wtrltour limit.tion, the right
to receive tnformp!trJll M to any operation cunducter! hereunder during rhe redod of such default, th'C' right 10 elect ttl

ro"idl'''' in on nperatiun prnpnsed under ....rtlcle V1.B.of ,I". 'gr ee ment, the right to (l.,C/drate in an uperarion being
conducted und., tr,;; agreement even If tl ie P""Y h •• ",evinu.ly elected In pa rrlclpare In ouch oper.tinn, aud the righ, u>

receive prucef:cb of prududbn (rllrn ~ny wen .suilJect to thE;tIagrcctnent.
1. Suit lur Oo'n"s •• : Nlln-dd m,hi"g pOrlie. '" Opernll" [ur (he heneHt "I ""n.,'er.ulting parties may .\IIe (n, iU;"l

account expense) w collect lh. n""III"l. in rleI.ltlt, I'I,,~ illierur accruing nn the arnounts jrern ve red 1m", the dote of .ldm,h
I,,,,i! II,. ,t.t. "f coll,(lilln ot the rme spedficd in ll.hiiJh "C" nltad,ed herein. Nmhlllg her. In shall prevent ""y potty ('llIn
suing AII1 ,refnuftillg party to rullcrr mnseque",1nI ,InlUnge' ,,,t,,,lng lit such po"y .s • result of 'he default.

3> Uccrm:tI NUUrCUU!lt"UI: The ntllHit."fnuhing pnny m:ty deliver :n: wrluen NOCFCI! of Nrm·C:(1ul'I~m Rlectlull hl the
del,"hing "arty •• o"Y time nile, 'he e'I,I .. ,;"" "I the (!.iny·d.y cure perilld f"lInwln/! ,leU.ery "I Ihe Nutke "I Def"ult, j"

which e.ent if the I>illIng is fm the drilling <If • new well nr the I'llIggi"g lIack, SIdetto<king, R.wurlol"8 or Veepening n' •
well which Is to be 0. h •• heen "lullse<l ••• ,Iry hole, or lor tho Comple,ion or Recom"letlon of .~y well, the def.ult'ng
~.tty wilt be mndu.i.ety deemed 10 have elected nil' to partldp ate In the ol1O,at;on and 10 be a Non-Consenting rarty with
tespect the,.", unJer Arllel. Vl.n. Or VI.C., •• the "'0 'my be, fO the extent uf the costs unpoi,1 by such party,
no,wlth.tandl"l! any election 10 .. a"iel ... tc theretofore made. If election i. ",.tI. to proceed under Ihi. pro. 1.111",rlreu the
nu".def.ulting portie. m.y not elect I" sue for the unpaid amount puuuam to ""ide VII.D.2.

U lUi! the delivery of such Nni lee IIf Non-Con.ent l!I."!u,, to the def.ult IlIg patly, such p.. ty .h.1I have the right 10 erne
it. defoull I:.y p.ylng It. unpnld share "r co,ts plus interest ot the fBI •• er lorth in fuhihlt "C," provided, however. ~uch
P'Y'l1oot .h.n not preludice the rights of rhe nun.del."lIing "ortl es m p",""e rernedl •• for <li"noge. incurred by the non-
defa"ltlng p.rtle. a•• r•• l1lt of the default. Any huerest r.linquish ••1 pursusnr to tit" ....nlcle VH.DJ .• 10.11be "Her.d to the
nlm-def.ultlog " ar ,ie. in r"'pottiun to thdr huerests, ."'\ the non-del.ultlng I".,tl., electing III partklpate I" the uwnershlp
"I such lnreres; shall b. required tn enll"ihut. their shar es tlf tl,. defotllt.~ nrnount upon their election to pnrtlcipate Iherdll.*

4 ..... dv.nce Payment: If • dera,,1t i, nut cured within thirty (30) d.y~tiC the ,Ieli.ery ol • Notice 01 Default. o pe .. I",. '"

Nun,Op era tnra if Opersmr I. the defauhing parly, ""y ,Il.re.fter require advance ".ymem Irorn the ,Idaultiog
P""y of ,ud, dof.uhlna "orty'o ."lici,lOte,1 share III any hem "f .'1''''''. Iur .. 1,kl1 0l'"r."'r, IIr Nun·Ope .. "" •• as the case mHY
be, would be e",i,l.d to reimhur,.",,"t und.r any provlslon of thl. ag ree menr, whether or not !lIch •• pense was the '''''jecl nl
tho previous d.faull. Sud, right Indudes, Imt I. flU! limited to. 'he rIght to require ndvance payment rll' the .stim.led (n51. "f
drilling a well or '.om(>'.tio," of • well •• to whirh an elecrlou to (>.rlldpn.e in rlrilling or Crlln(>l.. ion has been m.de. II Ihe
u.r."ltl"g porty f.iI. 10 "ay d,~ reqllired .,IV"IICe p"Yllle"t, 'he ,,,,n-del.,,IoIII/l p"rlie. lIt.y puro" e a"y of 'he ,.",.die. provided
in this Auicl. VILO. or ony mlu-r ,ld.,,11 rellledy 1''''' ide" d sewhere in this "greoment. Any .lee .. 01 fun,b .dvanced rell1oini"8
when the llpetl,lon ;. eOlnpieled and .11 <0,," h_v. been "oM .h~1I be prUlnptly reeumed to the advancing pntty.

5. Co.ts onJ ....ttorneyS· r•••.In 'he ev ent .ny "orty IA 'e'l"lro,1 ttl hrlng leg. I 1""t ee dl"B' tn eufnrce Any fin,"d"l
I'tbUSlu,irm (If II rnny hereuntlcrt the ru:e'Vnmng jllJrly In !lHch .n:ctlnn ,'IhnU he e-nthtcd to recover aU {UUt1 CI)st!l, (119-IS of
cnllcculJn. IUlt' Il rClSnn~hll: ottnrnl!!y's fe:e,-whkh the lien J;ruvM~u fur hcr~ln IIhl1Uelsu secure,
1>. Ren,"l., Shut· I" Well P.yme,,,. on<l Mlnhmm. n"y«ltles,

Rentals, .lm,·ln ?,en 1'",ln'''I, ond mi"lm"m myohle, whkh "'.Y he ,e'I"I,." ,,,,<I., th. lettn. of o"Y I••••• hnll n< pnhl
by the flil-rty Of p.ttle! who 5uble'('t'(!ll Buell 1t'!Il:!le' til this IIgn~f!lncnt ., us elf their expense, In the event fwn or I1'Inr(! f'lllrr,c!l

Own anti h-nvc (ntltributt!d interests in the smne lease to thlg ogre-ernenl, 5ut:h Imrtie3 umy t.le:J:lguue une of such Ilart1l'9 In

tn~ke saM p.ymenu for and un bel,.lf of .U such I,arti ••. "ny p.tty may '"'1"est, "11,1,holl be .ntltled ", receive. I''''pcr
eV"!~n<e or .U Stich p.yments. In the .0eOl "f Ion",. 10 mok. p"'per paymenl of .ny rentol, .hut.in well p'Ylne"t '"
mlnhnmn royalty through tn/.toke 0' "ver.,isln where Stich p'Ylllcnt I. re<Jul,ed to (IIniinlle lhe lease ill force, stly luss whkh
reSldu fmm such non·poyment .h.n he ~OtllC in .cc"rd."ce wllh tlte pto.ish",. "r Article IV.B.2.

OJle~'lor .hall norlfy Non·OperntllfS (1f the an.jcil'.le<l cOinple.lun IIf •• hlil.in well, nr the .huttlull In or r.tlltll til

I>ruducuon of • I'ranudl1g w.fI, It I.. " live (5) tlnys (exduding so,unr.r, Sund.y nlld feg.1 holid.ys) prior tn t.king such
.c~I'''',or ., tl,. earli.>! opportunity permItted by circu'031.n<eA, hut ... urn •• Iln liAbility fllt fail"re tn <II] 'f). In the event "I
f.,I"re by ()pemrnr to .0 notify Non·Oper.fou, the loss of auy lense conlrn""ed he'e,n by Non.Operltors fur f.Uure tl1 'nnk.
tin,dy r.ymenu 01 ony .hut.ln well I'nyment .hDIl be butt'e ;"inlly I:.y If'e 1'."le. hereto u"cler the p'oyislull5 "f Artkle
IV.n.~. I.
1'.1'."",, .J

Deglnnlns wltl, tho fir ... (,'.nda. y •• , 01,., tI,e effeel' •• drtte he.e"l. Operator shall render for id v.lmeln t'~~'ion .11
~",,,.rlY .o"bl·" I" this ogr •• lI1e", which by low .I"mld be re"cler.d fm ~t1ch 'ox., and It .h.1I "'y .11 ... ch t •• e~: U,e .. cu

- ,',ebr.lln ber"te d'·r h.(II"' •. 'ldin'l~."',.IJ~1t til th.·ren"ltil1~dA(e, e.tlt NmJ.!}I,i:riii,ir ,f.-ali fttrnl'h ·Op·n,.t;" 1,,( III "1'
Ut IJtdcns' (~o hl I J" -I,; ,. b I' .. I u,o. dll :loS:

(' I C lit ~I ut "itt e unhed to, tClyalt"~.s-, uvurltling tOYl11fics .nnlt p:rndllctiun pl1ynnmu) un (edSC', .n.! O' 'I I'.:1 .it~re:lts ~(]mr-ILute:d b 'I N ( I • 't ~ nm
I· 'I sm; , un· Jrl!ra~nr. It • Ie n~!!.5e.,scll Yllhtl'Ullln or Any l.e'.dII!I'I:' II' redtH:ec:J by te.a!lu" , t ",' L •

!FUuF~U: tt) outs'.i1ding 1I'X'C I I I . . ~J_ ~ uCUIg
I ' I e!l:~ rnyn, 1!9~ ovetth ing tnl'n~Uc5 or r:r'Ullu({liln f'1nyrnl!lI'~ the redu(tinn fn ad VRI, 'r 111

r•• " hnB , ,.r.rrm" .h.1I I , b . , , 'e 'n'e.
I nu •• 10 t 'e .neftt 11 lhe owner or ilwnen of Iud, LeB$~ and Ope .. t"r sh.1I dlus1 11,.' I.

.!1te 1 OWner or OW01!U ! ~ '"'( h. rg~ to
o '" tn reUeet the heneflt nr .l1ch 'e,luctl, .... If the ad v.rmcln t..... ,e b•• d Tn h"I' 'I"

upon s.por.te valuations of end, .' kl .. e , w" e}" " rarl
h " J1 tty. wor ng l"lere~t, I"e" nOlw,d"'.nd'"g .0y,hi"l1 to the Will ,ory hete;"' " •

I e flHllt aCCoont sh.1I I> If'·' j I ' c ' •• go. '"
kl Ie Ina. c Ollt "Otg '1 ' l~ "Htle3 heretu in acCtl,d.n(<! with the 10k v.lue Ben",Qte~ jb- '.'It·';·" ."'or ng nlerest Op.t I II b'I" I . ~ I ,eM, rlTlY S
ld • . er or., '. "I". ot tet perUe. fnr their prOportlonRte sft~res of all tax p.v'me.!t- Iii'· Ihe

p'OY eu 111Il~hi"lt "C." .'1 "~.. . . manner

*Provlded, however ff at anyt! ltv I k
of It, such party sf{afi pay or c~~s:ntYOPb~pa,sd ta Ing Idts5rh,are of production In kind or separately disposing

" any an a taxes as to such production,
- 13 -
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O , It. discretion "tot.st wi,!.In the time and mann er1<1 ssrn en imhforwor peraeor maYr B r • I' IIf Ope.OIO' cnns on sny ''''' .. se e ,. , .. , J II . eo to sbsndon the protest prlnr 10 rna
prescrjbed by law, and peosecute rhe proresr to 0 Ii"ol d~t~:':'I~.tlor::e:;~ C5' l;£I<!~;;(:~e~:~relen to roy under protest, .11 such , •• es
derermiuatkm. Outing the "",,,Ielley 01 .d, .. ioi5lt~tlve or lit 'cta proc

i
II'Jng., been finally determined ~peratl1r ,hall P"Y the I.X [or

I I f Whe" nny such "mtesled ll'~'!$'n.m • t" iave , . I t.nel .ny nleres t an, ""n.IY· I d I ,.1 cost shnU then be •• scsscd .gainst the partjes, am ICIire i"'nt II(CI)LIut,wge(hcr with Slny [nrerest am.l ('Cuahy D((nlet 1 an I ie to

poi..!by them, .. provided 1n r."hi"it "C' , d 1 1 00 upon nr wilh respect
Bach ""'V ,h.JI p.y or cause ro I., I'.id nil prodncrlon, severance. exclse, sotho"II1S nil <It ler t~eg rnpos

to the 1"0011<11(111 'If h.,,<llin8 "I ."ch pa"y', .h uee "I (] il a"d Go. """llIced under rhe 1.,,"S uf till, "8, eement,
ARTICLE VlIl.

ACQUISH10N, MAINTENANCE OR TRANSFER OP IN'rnRRST

1
2
}

~,
(,

7
H

9
10
II
12

n
11
15
1Ii
17
18
19
20
21
22

A. Su,..."",I •• of u.....: I II be d ed l I I
11,. I.esses covered by thl, agreement, In,,,I., as 'hey em"r",e ocre.ge In the eo<llrdtl Atea, S ,. 001 aurren or In w '" e

or in "att unlen nil partiu cnnseet thereto, I II' .
l Iowever .hould ."Y I'"tly desire to surrender iu jmeteSI In '''y Lease or in .ny portlnn thereof, such p.r~ s ,. g,.e wrII.en

MIke of the' pmposcd surrender tn .11 1'"" ies, oml the "attic. I" whom such notlre ls delivered .hall have tlllflY (30). ~.y.arr.,

ddi.ery nf the "olke whhin which to notify Ihe p.,ty pmi""ling the surrender whether lhey dec! 10 consent Ih,,~ettl. :-'lllu7 nl •
.11 to wlarm ."d, oorke I. ddi ve red to reply witl,in •• 1<13(1·"'Y •.,riod ,1,.11 con.titut e a ,,!ment tn .h. ~tJnen .cr 0 I Ie .cuses

~c.C~iI.,d in 110. m"Ice. If .n p.rtie> ,I" ""I "8''''' 'If consent l/ieretn, the party de, iring ttl surreuder sh.U assign, ","h,,,;r. ~.pre5S ;'r
'm 'ie~-J wil:rranty nf title, ;lin (If il5 ifilcrCSf in 5tldl tease, or portino .he-Ieuf, and 'itny well, ~a[l!rJ;J1 and e-Irlupmcm ~ H( I IIIBy x:
1'1<~'e<J ,h''',,1I] nnd .uy "stol' in pr"'"<li"n thereo(,e, sect, red, to the ponies "ot c",uentlng tn 511c1~surrender. Ir d,e ""e.cst. "/Ihe
.sslgninll potty I. Dr ;nd",I •• an Oil .",1 l;u lotcre." the .... igning pnlty shall exe cute and deliver to 'It. pnuy or p~",e'l '""
ccrecm iog tu 5\1[1. surrender fin uil and gas lease coverhjg such Otf and Ga5 Interest rnr ZE term of one (1) y-ear IIU .Sl~::11~
thereafter as Oil ant'!<,r GUN b prtH:luced frum ~b~ IIUll' covered thereby, sut:h lease to be. nn the for", llitht(h~ hereto as r:"lIhlbu u:
Upon such 9;'1signmeru -tlt' fC+l1ic. 1he nS:'lr~ning r('lf[Y :;~UI,II he reflcved lroru IlU IIbUgflUOt1S therenlrer 3«rt1lng, but nl~t. th,crcwfm e
nccmed, with te~l~tI tu the inlcn:.,;' I1S!l1,gut"tl {II' lensed und (he npcnnluu t~f ;1UYwetl nftrilmtable theretn, :ulll I!u:, aS8r~uUlg 1l;1:rIY

aha-II have nn further ~tncrc:'II in the" 1l,s5igncd or lensed ptcUl~SC.9 and hs clJuiplucm and I'rn.lu(:tinn tither (han the: ruy.aItIC$ rCLllfl\Cl\
in Any lease mode under the term. 01 Ihls t",id~, 11,e I"my assignee or lessee slt.1I I'"Y to the p.,ly ... Ignor ur lessor the
rca ~,,,,.ble ".Ivogo vDIII. "I tire 1.llot's 'nte res' in o"y well's ,.l.obt. In"e,i.t • ."nd "'luiI'm.", ,ottribut.ble .t~ the ass;g,,~~ .:~ I~as"d
ecrenge. 'I'he value or all salvnMc mdletil'lt~ nnd eqll~l'rnent 5h~lll be deterrnlned rn Accordance wuh the prunuot1J uf I.lI;htlm C, tes:!

Ihe es I;mOle.! cost 01 •• lvogil1g anti Ihe c,~ti"'"t"d <115' "f pboolllB and .band"ning ond restoring the surlace. -If J~eh ,.t". i, I.,.
H.OA .,,<11 .... ,., '~.~~!l"""""~!'-/I"oll--f'o~~95igt1e<Hlf lesJee the ameli'" 6f stlch deficit II dre
•• slgnmeru ur Iease ls in I.,"r 111 more than nne pOlly, the ill,e,e" shall be shared by 'Itch patties In the proportions Ih at lit.
inlerest 01 each bea rs to ,l,~ tnt.1 inter es t 01 .11 .uch pnrtie s, If the inter ea t nl the p.tli •• to whnm the asslgnment ls til be made
va rles acenrdlnl! to depth, ihe" ehe interest assigned shall similarly rellee! such .. d.nces.

Any -a.ssigtlll1ent1 fe-asc- or surrender U1nd~under this p~nvfslnl1 shill! nm reduce nr (h~nge the as.s~B.lOr'stless-or's nr surrender-jug
potty'. /lIt.res' as it w .. im,"edi.le!y before Ihe n.stgmllenr, len se nr surrender in the balance of the eo""." A, ca ; ond ,h e ar ... ge
ItS5rBn~l, '~a~ed or 5urrt!Il~lctetr. and subsequenr of1of'rndnll5 thereon, dUlU nut dlCreiJ(ler he 3uhfl!(t tu the termS' and rtuvi.5~(Jus uf ;his
egreemenr bur sh.1I be ,I .. med subject to 0" Operating Agreeme", in the lutm III this ag, ee ment,
O. Ren~waf or lh:len:.sion of ~el!l:

If !joy tnrly S(XHt~s D eenewal or rc~~l~{(!mentuf nn on 1'1Il{1fins I t:-g:O:eor luterest .suhJoct tn tid! 3gt'C'efnent. then all ul her pnrfies
5hall be mltfnClt 11tomr,ly upon 5'II.:h i1c{~'1ish~(lt1ur~ ln .he (I1SC ur n rep~nccmcut LCEt3C r«ken hcfnre (,kfl~rDdnnuf nn eltisliuH r.cesu,
I1mn1Jl.ly upnn {!~I.,irD.i()n uf d.e c!te""ting Lease. 'l hc J,rU'IiC5 IIIHiFiC\~ 5111111t.1'V~ 'he right fut' Ii periuJ of Ihie-ly (30) dil)'S' fn1luWtHg
l'eUvery ~lf .!Im.:1l notice in whkh tn eteex tn Imrtkill:EIC ill the IIwnership of the rCIl'C:w31 or n!ll-fl'lc-emem !.el1l!=e. tll.mfar 11~ ~m:" LC!A;';C
offet:t="l 111mb wlthl" the Centrnce At'l:'ilI, by linylUIJ hl the Ilnr~l who nC'luire(1 It theft rfttptlrdunuu: 3hllrC'3 of the jI~tui:itrinn c:tI.';[

",UIKIHN ,tJ,l 1hat I"",rrur such Lease whh~tl the CmHfn'Ct A[.cn, which shnU he ~n pn'p1tllun,tn the Imerest, heM !Ii that rim!: uy the
po,tie. In tho Cen .. o<, Ar ea, £l.d, I'Orty ",ho l'0rtldpoteJ In 'he purchase 01 • renew.! or reploc.mollt I..,.J e sh.1I be given on
···'8mn"", (I( it, proporllona.e inlere~t Ihereln hy tlte "('Initlllg IlAtly,

If onme, but Iess d'.11 an, of the I'a"ie~ d.L1 ttl l'Ar, id"At. itt the purchase ,,( • renewal o r repf.cem.nt Lease, ., shall be owned
by Ihe pArties who efect to p ... 'dl,.,e t"er eln, in • ,atln based upnn the [elationshlp 01 Ihelr respective percentage ,,/ rortldpatl"n in
the Olll"orl 1\'.0 to the aggregate of the perrenmges III pO'lkll'.lilln hi the Omtra(t Area 01 .11 p."ies participaling in the
I'II,e"ase IIr such renewal or lel'lorement 1..,0se, '1'1,. a<quish,,,n M " renewal "r replacement I.., •• e by .oy nr .n ,,/ the I'"rtlc, heretn
sh.U not f.Use • readjustnt.nl flf eh. inle,e5l! of ,I,. I'."i ••• t.,ed in n.hiblt "A," hUI ony re"e",.1 or .eplacem.n' I"". in whkh
Ie" th.n .t! portie. elect to ""tlkip",,, shaU not be ,ubject to thl. ag.ecmem but shan b\, d..,,,,ed .ubject tu a '.p ... te Operating
Agreement in lite rurm (J( dill! agfeillncnt.

If tl,e jme ... " nf the portles In II,. Gmt .. ct Area ,ary occording til .Ieplh, then 'hdr tighl '" I'o"idl'o'e propm'innotely in
re"o .... 1 or replac.ment I..,.. es o"d their right to rccelve .n '5.i&ml1ellt "f inter •• , .h.1I .1:", rcflcct ,uch dep.h •• rionc.s,

The pto.I.lo"~ ttl t~l~ Artid~ .h.U ~pply 117fenew.! or r.I,lo<c",."t r..,•• e. who'her th.y ore rn, the en.ire imereS! (t}.~ted I>y
rhe expiring (J!dse or aw-er only It pordml u, its aren dr nn tme-n:.n therein. Any renew.' ur teplncem~nt r..e.lt!1! taken herOn! the
•• "f._dun nr h. I''''''." ... "r u."e, "r ,ok ... or com'octed (or or Il<!<'IlIlling.Hmiv. within .Ix (6) momh. after IJr. e'pirati"n of 'he
•• ISllng I.e.se, .h~U be ."hje{'[ 'u Ihl. [l,,,vision '0 long .s .1,1. "Br..,.nent i. 111eflea at tlte time 0/ .,,(Il .cqui.I,loll or ot fh~ time
the t.no~.1 or .. "I.<:ement I.•• "" bee"," •• effectiv.; hut ony I..... t.k." ur rontrocted fnr '~"r~. th"n. ,Ix (6)rnomhs!plt., the
expirllllUIl ,,! •...·.•~l~I,.~.1"'...e_,h.II_"", I!t! "~.Jllif<J i i.cnewlil.'" -.,,!iI'c.";~nt l..,iI,. ~;;d~1;.II·:;;DT·bcnu!ile(! i'" Ih. I'rnvi'i';,~ of this
"g,eemon" ,),.

11,,, I'm.III""s In ,hi. J\ tiki •• h.11 01." 1>. BI'I,lk.bl. to .. to".I"n. ul Oil .rt~ 0 •• r.., •• e.. f
c. Acret:8'!' or C....h Cot1tribud\ln!! JJ ~:: ~I

While ,h;, "8"""".,lt I, In fm<e, if .ny I'.rry contro ... rm • <0""11111,1,,,,of .0.1, 'ow.",. th. ",mina "f • well ,,/ :, n,ir.r
""",.tl~n on ',h. u;ntract Ar •• , such conlribullon .1..11 be paid til ,It. p.tty who Ctlndu~ted the drilling IIr other Opet.li"~ ,ML sh.1l
be 'I'"h"~ by 1\ ~8Qtf.. , the r"n o( .u(h drlil/ng or other nl", ••• lnll. rl the ("nttlhullo" "" In 'he lo'm of ocreoso, th~ P'''~ ·IJ wlt"m
the co"",lltllinn .. ,"",I. sh.n promptly tender 0" ... i8nme", 01 the acr"age, wIthout wnn.my 01 lide,'o rho DrilUrlg.p.ttieG.'n tl,e
pmporthll", said Drillillll rardes ,h.red the ens! or dritllng Ihe well. Sitch acre.ge ,Itall be<",,"lIi • ,eparole Con~~lt X,\,. ~hU,'til II..
e.,.", J>1S5Ibie, be g,,~crned by provi,lon, identlc.1 In this ogreemem, !loch P""Y .h.11 pl'Omptly !lotify .11 o!h,~rp.Hl~~.~PI.".Ily
.<te\1~~ or (.,h rnlltrtblttll1~s It may "htol" In '"N",rt III .ny ...ell IIr OilY <I.h •• nponul,," on the Coltlra~t JAri§i..~,abo,e
~~v,"lOn. shaU .150 be appllesbl. to o"tio".' rights til earn acreage nutsl<ie the Gmtratt Are. which are li·SI.'.P.'ilO. it.'. 6f .w. elli ijrllled ."
.n.ld. the Contract A...".. 'C' ,:~ .. ~:.. :::::,.; :. . . !

- 14 -
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d· . 'I I h pOfty'S Ihoro of ,ub·st.n<o, produced hereunder,If ."y ".rly contr.ClS {"r ony (ons/den!!"" r.latlng IU !>pos,t on 0 sue ,
such con.Me[Olion .h,U "01 be deemed • comributin" a! cOnle,llpl"ed In tI.l. Art,de VIlI,C,
D. A... igntnont; Mainlen."ce of Uniform Inleruli ".u. "" .I!<i-Gef
~iAr.iAiRg 'mil.....,jt~efShip iR tile Gentuer ,l,re. ,n the 011 and <;.5 be~

lit and pmduclion covered hy Ihl. agreement 00 "arty shaJl aetl, encumber, rransfer or make other
nreresrs, we , b ed 'I ' h Co It. I '" II!disposition nl h, lnterest In the 1 •••• and Olt snd Gas Int.re5' •• 111 rae Wit lin me rnract rea or n e ,

equipment and produclion unless such uisposiliuol (Over, ., her,
\. the entire interest nf the party in all Oil and Ga. I",ases, Oil ami Ga' nt<IT"",.,..,~!!:ls!L"eq";pmeutand production; or
2, an "'1".1 undivldetl ""rconl nf the porty'. pre,.nt Imere.t in .11 011 and Go. Le•••• , Interests, wells,

.~pm.Rt-o"d 1',~du.d"R In 'R~
Ihety sale, .lteurnbr.n~e, transfer or other 'dislKul[lon made by Bny party sh.lI be made •• pr.s.ly ~"~I.ctto t.hi. agreement

and .h.lI be merle wilhollt pre [ndlce 'n the right ,,(,h. other par ties, and any transferee of an own.rsh,p 'ntere't In '''Y 011 "11<1
(ins l.eaae O[ hn~re':u shan be deemed II .",;I.tty tn thi! ngreemcnt as to the Interest conveyed [rom lind after the errc-cdvt:' due uf
Ihe transfer 01 owne"hl,,; prnvkled, however, that .he nther partl., ,h.1I nIl' be rt!tJulred 10 recognize ony .1Ich ,.1.,
encnrnh .. nee ua"sl.r or other di.po.itin" for any purpose herennd er unlil thltty (30) d.ys sfter lh.y have tere [ved a copy or Ih.
IU:'IIuumeut Qf tnmlf.:r or adler "oti5facltrry evidence 111I~"f!of In wdl iog fC01n tile iransferur or transferee. No a.:j:~dgmT1cntor nthcr

dhrmhiull (If inlerest by I'll ,pnuy shilU relieve ;'JUdl party or ubl;sn~.4to" previnm:ly incurred br: such p:arty herellnJ~f wlch rest:cr
~11{he huerest Hllu.deUe('. 'ndndlus whhnm Und.aliof't -the nbfiB~liun (If a .,.arty to pay aU"casts: lutrlbut-able W an operllc~~m

1;~,tulU(:ccd hereum.lC'f ~n wll~(f. Bud. pony 1111.'1IIgreoo 10 luuicipnfe prior to making such B5,dgnrneru, alld .he llen and scOOtlty

11IIeres t B,.n,.d [,y A,tlde vll.n.• holl continue wl",,,I.,, rhe interest lran.ferred tel secure p.y'nelll of '''y .uch o"lig_tilln" ,
H, nf any time (hI!! imetest nr any rHH'Y I! dhld-ed amnng !'Inu uwtR,tl hy fuur or more co-owners, Opel'aluf, at hs discretlon,

may ,o'l"h •• uch co-owners to .['point " .Ingle tt""ec or ogent whh {ull 9u,ho,ily In receive not ire" li"prn'e expendimrea,
receive billings tor and approve .nd p.y SI,d, po"y'. sharo of d,e ;"Int expenses, and tt, do.1 gener.l1y with, and with po"'.' to
bind, the co-own ers 01 sud. I>"[ty'. inte re " wi'hin the scope of the operations embrac.d in this agreement; however, .11 such co-
owners "han hll'Vle:the right tu entet hun anti execute :all cuntracts or Dgreement~ fnr the [Us(lOsitiun of their eespecrlve sheres nr
Ih. Oil and Gas produced hum the Comract At ••• nd Ihey sha ll have the tighl 10 receive, $.p.tot.ly, paym.nt of 'he sal.
"roced, thereul,
I!, Waiver of Rights to Parthlon:

If permlned by Ih. 1.W5 or Ihe 5tal. '" ".tn In which the property covered hereby js located, each party hereto o","ing an
undivided inl.reo, In the Comne, Ar.> wDi.es ony ond .U rlgh .. lr may have 10 port it Ion and hIve set sslde III II in 'e"erol1y Its
undlyided Inler." therein.
ol'. Pr.fere~8Iu ,,, P.... h••• •

...g 19",10".110. •• 10a .~
~"--l"'f>'l.Ij'-d~J.~IH>."IAH.~-..t<fB.4tnd~-"'."i, gt h •• 1810," and In••

Ar.", i•• h.1I prum"dy give written notke to the other port I•• , with full Info'modoll concerning h. proposed dis , which
.h.1I Include 'he nome Bnd .d,I, ... of the "",.""ctlv. troll.f.,ee (whn 10"0' be ready, "'"lInll .nd able. sse), 1/ie "urchase
1',1<., • leg. I descrlptlou .urfki.nt tn Iden,ify the property, end .11 other term. 01 the oH.r, er p.ttl es sh.1I then have an
optiunnl prlnr rlgh[, for. period of len (1(1) day•• her the uotlce Is ,I.liv ered c ,ese for .ke italed conoid.rotloll "I> the
o.me term, end cundit/oll' the inter ... ",hich the o,hef potty I to ,.U; and, Ir ."1; .."tlon.! right I..... claed, Ihe
fnlfchMlnB f1i1fth~s shall :!Ihlln: the purchnscd lntereae in uJlOctEons that rhe imerest uf each oc:!lln 10 the tOiAI ~lllCrl!i5t of aU
pur{hulng ".nl.5, However there .h.1i be er cmidl tight '" !,urdlDse in thoee e•••• where OilY".rty wishes HI 'n"ttgog'
it., iutrrests, or to tnm!5fer-thte t eereets .0 h.s- mortgagee in UCI..IIof (If 11ur:nu'IIu tc Fur~do!lu(e 'Of It mortgase of its hueresrs,
Of' to dis pole ClIil' I • y merger, renrgaul •• tlcn, ,,,".oli,lot;oll, or by •• Ie nl .11 or subSlantially .11of it. Oil aoJ Ga, assers
to ony ,r 'y ttonsl.r or It. inter .. ts to a s"".I~inty 0' pnrent cornpauy or 10 • sub.ldiary 01 • peterrt cornp""y, Of 10 o"y

",,~I.h .... r. pony G'~"...... ja.hy "I th~ 6to.l1
ARTICLIl IX.

INTI!RNAL RIiVIiNUn COOl! ELIlCTION
lf, fnt Iwer.[ Income ta. purposes, thl. ogreem.nt and the Upct.tlIJn, hereunder Ire res. row U • parmershlp, and If the

parries have nOl orherwlse agreed to lorm " In parrne rshl!' pursuant III E.hlblr "G" Of other sgreemenr between them, oarh
l'O"y Ihereby tf(~etw elCCt~ to be exckrd.. , Itmn the "!'pllr.tl"" of .11 01 the (lto./<IIon. of Sub.;h.r'Of "K," Ch.pt.r I, SU~litte
"A," of the Int.tn.1 Revenue CnJe "r 19116,.s amended I',(,.od.:'), as ""rml<l e ..! and lu(horl.w by s<:ctlon 761 01 [he Code esul
'he '"8ul.lI01" promulgated Iheteunder. Oi>~'"to, I. ,uthorbed oml dirocr.d to eeecere on b<lh.ll nl each party hereby .rCected
ouch evidence of .hb OIOCllon•• may be! required by ,h. Secret.ry 01 lh. T, ... ury of [h. Unleed Sll'es or the Ped.r.1 Int.rn.1
~ev.m'. Service, IncfmU118.""ellle.Uy, b\1! "nt by ",oy or [hnlt,dnn, .11 "I .he ,.,urns, ",",omems, ood the d.1I required by
1 re.,uf)! Regulatlo"" §L15t. Should ,h.te be any '.qul,emenr ,h., e.rh party hereby .ffecled Illv. furohet evidence of lhl.
elecrlcn, ench such party "hall execute stlc::h documenes anc..l furnt.sh sud, mher evidence: 113mllr be required by fhll Peden.! lntemet
R.evenu~ Servktt Or II., mdY be Otl'Ce:!l!F2ry to evklence thb elecrlon. No such piny "h~U Biy~ any nodcc:I Or take ony other aerion
Inwn.i.,.nt with the elecliun mlde hetehy_ II OilYpresent or ruture income tox lows IIf the state or states in ",hieh the Contro(t
Are. I. 1["'Btednr .ny Iuture lnceme t •• laws of the Unilc<l Slote" contain [,",vl.i",,. .Jmil•• to tlmse in Su!.:h''''.r "K," Ch.p'c[
I, Subtitle "A," of the Code, under which an electlun .I,"ilat 10 that provided by Sw/un 76[ of the Crxle I. perrnlned, tach p.roy

.

1.,erebY
orr«lw .h.1l make..... I[1t .eleell"n oS may be "",miue" er req.. lIired by 'Ud. t IBws, In m.• klng the ro,eg.0.1.08 eJ.er:~1fl..n, ".D.(h

!IIch pany 5t.tes that .he Inrome derived by sud. "any lrom oJ1<:rotlum h.reunJet c.n be sd"9u"ldy d.termilled ",lout the
.CO,npUla';on of porln ••• hlp I.uble, Inco",o,.'. . '. . .. .: .:... .c:.. . '. . '~

ARl'lCUI X. I. . I

CLAIMS AND Llt.WSIJJ1'5 I'~"
Operalnr may ""uT'. any .ilngle unimuted Ihlrd "arty dorn>g. d.hn or !"It .rl.ing ho", opeullnrn hereunder If the mi~'; n.dilut.

doe. not •• coW en T louaalld " .. II (. 10 000 00' 1
, "'" 0.. .,. ) Bnd I( ,he p"ymeUl b In com"f.,. to em t~tsllch d.,m or 51dt. If Ihe Btn.oUnt t"'l~I, .. 1 ror ."ul.m.", ex~eeil. Ih•• buve .mOllnt, [he parti •• here,o sh.U .. sumt;'"na .pke .:~er

,e futth.~ "",,,lIInll of tho d."n Of ~U't, m,b. ouch "Hhorlty Is delegsled to Operator, All co.t~ ond e.peMe; (If. Itt'n UI . . j til
or nIh."","" d,s':!t.t ' I d ' I L , ~' 1,1I<Jt;,·' "g,, gmg !UC I .,m Ot SUI .hall DC .t the lolnt .~pe"•• or th" p.'"es pattle/ratlng /n the oper til'n ,r'orJ ,,)1t&1tl
dalm nr suit ari .. , If I lid" ,\' i " .e
I d .• c. m • mB " agatnU allY party or ,r Any p~ny is ,ued on alumni of ony maHer .ri~Itil!' lrom" ~";"ratlcltls
' ... Utl e, lIver which .tech indlvkt ,.1 I I I I' '. ,. •. P' .
Imm . ' las 1110mUlto >ecalue 01 f Ie fights given O'~rlltar by this "8te:emenFJ ,!.h. ..:.a:. . , 'r "I "

edtatelu notify .11other ".rtl- d Ih I I I r II be ' t' '·...i~ ,,'! ••
, ,. d, an • ( • m nr 'u te S '"~ tr •• ted L1 Dny 0' her d"m or suit invoMn :::~:,~.~~;':~ ...~,I;::~;:"~. J
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, ARTICLE xt.
2 fORCIl MAJEUR!!
3 If .ny pany i. rend~,~d uneble, whoily or In part. by rotce m.jeure to <o.ty alit it. obllg.tlons under thi. ·Breenlent, o'l~e,
4 Ih ... the obllB.tlon to Ind."",Uy 0' make money ,,"ynlent' or furnish secud,y, lhA' party .h.1I give to .It other paruea
5 prompt written nonce 01 the force majeure w"h reA,on.bly lun ,,"[t;(\II ... conce,n,ng It; ,herel1pon, the oblisalion' "I .he
6 party giving [h. notl«, 00 r••• s 'hey are arlected by the force ",.l"ure, .h.1I be s"spended during, but no longer rhan, (he
7 conllnu.nc. 01 the force ",.jcure, The t."n "Force mnJeure:' D' 10ere e",ployed •• hall m•• n on oct al God, strlk e, lockout, or
Bother l1Id,ut ri.1 dl.,,,,h. nee, oct of the p"blic enemy, wnr , block.de, puhlic r iur, lightning, fi,e, storm, flnod or ",he, oct· (If
9 narur e, explo.ion, governl"e" .. 1 actinn, sove,m"ental de loy, to.traint or inactio,", un ••• u.hmty of equlptnent, and o"y other

to reuae , whether al tl,. kind .".dfkally ell"",etRted "b,we or <ltherwlo., which I. no' ,ea.onably within the comrol of the party

, I cia hn inB suspenslnn,
12 The .ffected ".rty .h.1I use .11 r••• nnehle ,lillg.nce to remove the terce maicmc .itUBllon .5 quickly .5 practicable, The
13 reqelremem th.t any force ",ojeu,e .h.1I be '.In.died with .11 re •• enable <lispalch .h.lI nl}! require the settleonent of mlk.s,
H lilcl<o",", or oll,e. I.bo, dirlki.lly by ,he "Rrty Ir,volved, .onleuy to i,. wishes; how .11 .u<h dlrl!cultic. shall be liandled sh.1I

15 be e!lflrdy within the di.crerl"n of the P'''Y conco,ned,
16 ARTICIJI XII,

17 NOTICIIS
16 ,.,11 not leu anrhllilled or required between the I•• rties ~y .ny "f the pmvIs,on. 01 111's "greemenl. unl ess alh.rwis.
19 .""dfiEaliy pto~id.,I, .h.1I be in w,lting And delivered in pers"n or by U"i!.d States mail, (Ouri., service, telegram, teiex,
2IJ Ieleenpler or a"y other forrn of facslmlie, /lOSI"8. or charg es I'tepald, Bnd addr •• sed 1" .u(h partie. ar /h. addresses lis.ed Oil

n .1!KI.iblt "A," All Ielel'hooe moral nmlce. I'«mltted by this ng,e.",.nt .10.11 b. (",,/ironeJ i",,,,.diR.eli' ther •• ft., by wrillcn
22 ""lice, The odsln.tln8 uorice g+ven ""der any provision hereof sh.1I b. deemed delivered ,,"ly when ,~c.i •• d by the p."y I"

23 whom such Holice Iii directed, iUHf the lime IOf snch pAtty to deliver nnj' nOlire in rcslmElse theretu shaH run (rum the- date
2,' the otiBinRting norlce I.!I'I'-ece:1v-eJ."Recef pt" tnr (lurpo!!ies or (hf! ngrecUlenl with res(lC'I[! m wrhten nudce deUvered hereunder
1} sholl be actual dcllvory ,,' the notice to Ihe address af tlte I,.,ty tu h. notlfi.d ."ccHietlln acc!lrdance with this agreement, 0'
26 '0 the tele((1I'Y, facsimile 0' 1<~le. mnehlne of such pnrty, 1'10•• econd or any res punsi.e ontko sh.1I b. deemed clelivereJ when
27 deposited in the United St .... m.1I nr at the "rrice 01 the e{m,i., or ldcgrorh service, or upon tt.nSl1lltto\ by leICK, Ielewpy
29 0. hcolmile, or when p.rsonally "ellve,ed '" rlre party tu be nmilied, pruvkled, Ih.t when re~ponse b required within 2~ or
29 -18 ho"ro, such ":"I'On se ,h.n be gl.en o •• ny or by ,eleph,,"e, tel ex , t.l.cupy or other l.dlt"lIe within .ueh period. (joel, party
30 oh.n have the tight {O ch'''Il" it a nddresa at ."y elme, o"d from rI",e to rlrue, hy gi~ing written notice rhereof tu .11 111 he,
31 "ortle., I~ • rnrly i. not o.oUnble til receive ,tutice "rally IIr loy releplume when n porty .ue.np" [0 deliver • t'atice requi'ed
32 ,0 be dehveted whltln H or 18 Imu rs , the norlce l1I'y h. delivered In writing hy ~ny other method .".dried herein and sh.1I
33 b. deemed delleered in the sa1\1e manner prnvlded .b"ve 1m any rcsl'(l(1sive norke,
3,1 ARTICI.IJ xrn.
35 '1'IlRM 01' AGRH!MI!N'I'
36 Thi. "gr.e'ne'l! .h.U "lnol" in f,,11 I,,«e "lid arret; •• tu tI,e Oil .",1 (~u l.ease •• ,,"/m Oil Oil" G .. It"ere.rs .. ,bjeci
37 ".r,:'" fll' I~'.perl",1 "I tlrne seleceed hel"w; I'wvlded, huwever, n,' 1"" Y hereeu .1,.11 •• er h" canstrued os hO';"8 ."Y rigl>l, 'hie
~: or, lt~e'l rn <If, til o"Y Le •• e ur 011 and n.s III,e, •• t ('lIIulhlltcd by .ny uthe, 1,.flY bey""d the term of this ogree"'e"L

()PUOIl NQ. (: 50 fong ;u. :my "f du:~ Oil aUtI 03,'1 LeASeS suhjcct tU £hi3 i1,greemr:ut remain or ere: continued in

4() r",c~ 0.' '"~ nilF I'or' IIr tho Cllnt'net lue., wlo.th.,· hy 1'",,101(110111, n,.",I0"" te" • .,.1 nr "the,,,,',.,
11 0 OPI ~~IHhe-e.-enHhe-'Welhl"".rlbetH""";""el. "I. ',,,n.... y-wIooe<jl'_~k4i~d.""'''l'-t-.w.~~! of rh .. ~g ree menr, res "It! in ,h. Cnmple,,"n "I a woj( ••• well <"p"ble or producuon of Oil ."d(m G•• ' .ying
A,1 '11l."~I"e., ti,l. "gre"", em .holl conrlnee in lorce 00 '''''Il •• nny .1Ich well I. capable 01 "'0 In d f
" .d,Utool1.1 perlod "I I' ' e- an nr on'15 1 " 'ny. Iltcr".lt.r, 1·",·"1«1, however, If, ",I"r te ".I.lrolil1n of silclo

_ o<dlllun.1 1'.[lu,l, '>ne <It moee "I Ihe pntrl"~ herern are eng"g.oI in {ltilling I rinD l)eel ie nir,0 S'-' kl
<1(] l'I\188

in
8 811 k'. • o· -1:1-1 ruetrnc n,g~

, c , 'e.tll'8 0' '''.'''I'tll'8 [0 Complete or It.·cn.,,!'lel. • orwdls here under this ag ree ",.'" .h.1I
cnnunue In force until '" I " ' I hi'

I
_ c • n,.(!'ulltnns. lave Cf!U t.:nnJll ere .f prnd,u~riun r~:f1ihs therdrnt l II',

9: ",If I contlmre ~rI f I.' I I 1"1 1 S sgreemcmurce .. prov u.' iereln, ht t~" ev re wcll de.nib.,1 ill Artlde VI A e,
,hilled hereunder, I' I I ~ , "or "111 sunsequem w~1I
Con". ' es0 IS In • "Y '" e, 0 , ,,",I'er well I. cupnhle "I p[(lundn!! Oil .nol/llt Gas from the
com 'Ie~tln At~~;, ,hi. egreenmnr I rermrnme "nles. dtilling, I)cel,elllng, Sidetradlng, C"mpl.tlns, !le-

I g, gglng n.t "working ""erolflm. are cumrnenced within I f 1
date of abandon n s.id II "A" I " I tay. '0111 uiewe, unrn """,."t or .ud. 1""1'0'.0 .hall", •• " ';110er (i) • deelsl b II '
IlIlt to ct .ny lu,tI ' ' on y. I'ortle.

I~t "petllll",. n" the well tit (Ii) the elapse of 180 d.ys from the conduct of an
If. wh,.h ..... nnl ~(_. y

The l.ronhmtiCltl "r thl. agreernent "hili, Itr."'edy 'heref'It whld. It.. accrued "f It I "It! r~ eve o,"Yr""Y heretu from ."y expense, liability or olhe. obllgotion 01 ony
U II I( 1~~ .nu~r In I re uatc nf ~tI(h It:!'rmiuu£lcUl

pon termlnotiun of chi•• greemenr and th e satl.hc!lcm of .11 ubll ii'
0"er"'''8 1\8,ee",.,,' h., bee " rued 01, dOl 1 Bor 0/1' iereunder, in the event a mernorandmn of this
notice ur te.mlllOllon "ltd eAcl, "~rt , erur, p ... to~. Aut rurfeed to fII. "f rernrd in .11 neces •• ,y reco,ding ,,(Ik es •

, ". y ,ereto "gre •• tu execllte sud, a notl 1 I r
reque" 01 Operalor, if Opeutor h•••• tI.n.d II I, II 'r III I ce 0 'erlll n.1 on 0$ to Opem",,'. Interest, "POll

g s mrnCIf. 0] 8\'t~ UFlS.

, ARTICU; XIV, .~.

A L R _ - _COMI'UANCIl WITII LAWS AND UHGULAl'lONS II!·
• WWJt• (!.8UJit'dOR" and O.nler!u - . . ~ ~

"'113 ,*sct:'('t11l;1nt Id'B II bl:'l 3uh'cu:t 10 t hI! II b ~ l
'.Buiatl""., Olltl ",d ... ul oIly dllly ctJro.~rtl:tlc~ r. In~. "r ':'" ;'"te in which .he Cllfluoct Ar •• i. loca,.d, {o the 'iq"ulc.
rnd 10,"1 I.w., o,dlll.nc •• , rul .. , r~gularl" .... ,,~' (J,:~:::,.ltJty '0 y Ilf •• 1,1 ... te; nntl to .11 other apPflcn.ble f.ed1'~i' .• 1oto:
a, Gov.",ln8 Low: J .. }

This "II r"emont and .n matte.. ., ' f, ':'I
perro'mance, breach, temedl.. fO[O~I:.t."'h~g h.,.tn, includlnll bllt not limit." tn matt... of I>.'f.priri.~1\ non.
Jelermined by Ihe raw of Ih. !;.~.inwh~~; ~:!'~~n;~:tll·~r·nd,Iterl";I'"lon Or cOll.unction, fhal\ r"'~'-gr.~ti'·~~i and
'he law or the ... te 01 Wyoming c e. 18 <feote • r the Contract Ate. 18 In 11tf' r mbrF,' tRte,
C, neSuluory AS_Mel .. : .I,.n govern, I.:i,~' ~,!~".:' ,

Nothing h.,~ln cantolne,l .h.1I 0, m b 'il':::.!.o~·'" :1
, 1 I I " b' ,[If e eon$rrued to gr.m O~etotor tl I I I' ''''''.,,'' ~"r II liS, pr VI e8"", ot "bllg"tloo, whlci NO' Ie r II II 0' .uthorlry !( :'WijrVi;''ijf'.t!I.~.",:ili{'.1

t 011- "eHtou may have under ledera I 0. stale la d'; J '", "".«"',' .',', ,.w. af un e~;'l!l,~~!~~~'!I.~.~~~O~"QL

11
,16
~<)
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51
52
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57
58,,,
60
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H
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65
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71
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74

orders promulgated lind ... uch low. In reference to oil, sos oml min" ra ' "peulion" il1dudlng the locarlon, oporation, or
produ(tlun of .....ell31 on rrsces orrs-eulng or ncljaCf.![1i to the Contt.iE(:( AreD.

Wi!h respect to the 0flerati(]u~ hereunder, Non-Ope-raton agree to relell.3C' Opc'f1ICOC tram Iny I!IndaU losses, damAGes,
Injuri~., claim •• nd causes 01 ulion orbing out 01, Inddem to or resulting directly or Indl re (lIy from Operator's JIlt~fi"<I,.t~""
(If .pplication 01 rules, ruling>, r.gol.tion. 0' orders of the Deportment of Energy or l'ed ... lllnergy Regul.tory Comllll~~I""
a. predecessor a •• ucce.. o•• gene!es '0 th e .,.tellt such interpretation or appllca tlon W05 made in goad f. hll and docs not
cousrlnue gross negtlgeuce, Eoch Non-Operalo, further "8re~. to reln,but5~ Operator fnr such Non-Operator's share of
producrmn or any refund, fine. levy or other gnYernmon!.1 •• ncrinn tlt.r Operator may be required to pay as a result of such
an mcorrecr Interpro'~tlon or "(,plkatlon. together with lnrerest and penahies thereon owing by Operator as a result 01 such
Incorrect [ruerprerst ion or IIpplkadon,

AR1'ICl.B XV,
MISCIlLLANIlOUS

A. Ih:e'cUltun~
Thl. '8"ement .1.,11 be bln,Hng upnn •• d. NOII·Ope •• tor when thb "8r"ement or • count er p.rt thereo! h•• been

executed by such NOll-Operaror .IId OperaUlr IllJ!wh""",,,lio8 rhnt t',i. aBreemen! i. ,,'11 th.n or thereaner executed by all "f
rhe pattie. to which it is rendered "' which are flste,1 an Hxhibit "A" ns nwnini! an Interest in [he Cuorrw Aren a, which
own. [n fact, an in(t~'fC!lit in tIle Contrad At-e~. Oller-nor "'lty, however, by written nodes to IlU Non-Operators who have
become bound by t"l •• greemenr ••• {oresald, giv.n at any tii". prtnr I(} the acluol spud date of the [nill,1 Well but In no
event llit'!':'t lhl'ln (h'e dny! I1f~or to .I.e dere speclfled In AfEkfe VI.A. (or cnmrnenremene of che IniC~al WelL teerruuate thb
nBTecrnr:nr if Operetcr in In SQf~ dh-cretinn dercnnfnee t1l;tt there h IUliUHlden[ panidpadofl to jUS:"IUy eummencemenr uf

drilling operadcn •. In the event of .u.:h • 1.'llIin.tlim by 0po"lor •• IJ f",the. obllg.t;on. 01 the patti es hereunder .h.U rease
"S of !lith t.rmln.'ioll, jn the event OilY Non-Op era to. h•• advanced ur prep.id ony 5".'. 01 d<flling or other (OSIS
hereuo{!I!t', all sums so edveneed shall be retu('"cd Ie) such Non40ttcfOh")' without Juterest. In the event OP~fllt'llf ('IfUCl!llUS

whh "rillill!! npeulin". lor th~ Inlliol Well withuut the ex«utl"" hereof uy .11 persons listed on I!xhlbil "1\" as I,oy;ng •
Ctlrren~ w",ki,,!! imerest in such well, Operator .haU Indemnify Non-Operators with res peer to .11 CO"" incurred fur Ihe
Initial Wen whkh would have been charged to such per5nn under this agr~emem if such peraon had execated the same aud
Operator .hllll recelve .11 rnenue. which ....(]ult! have been received by such pe .. on under thl. agreement il such person had
•• ecuted the sarn e,
B. Suee.notS .nd AnigO!:

!hls sgreemeru 5h,1I be binding upon and .hall hmre 10 Ihe benellr of the porrles hereto and their respective he!rs,
d.vnoes. leg.1 to pre.enlat;."" succeswlS and .ulgn., and the terms hereof shall be deemed to [0 n wit h the I.••• es or
Interest, Included within Ihe Contract Ate.. .
C, Counterp .. '.: I

This Instrument may be executed In any number 01 cuunrerperrs, each "r which .h.1I be considered an original lor .11
purpo ••• ,
D. Se.er.bUhy:

For th~ f'tUrosC'1I of" assumin8 'Or l~Jocdug Ihl~ dSfCiIl'lU-ent ns nn executory contract pttC'.!'UlOt .0 fe:denl bllllkntvtcy taw.!!
thl. "gr •• mene .hall 001 be ...... bje, but ,.,h.r mu.t be ' •• "II1~J IIr rejected In It. entlre,y, and Ihe failure of any pony,,;
rhl~ "sr •• ment tt) comply with .11 uf iff fI"'nci.1 obligotlun. pr<>Ylde<lheroin .hall be • n,.t er ial dofault.

ARTICLI! XVI,
OTIJIlR PROVISIONS

SEE ATTACHED PROVISIONS
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If the assignment is in favor of more than one party, the assigned interest shall be shared by the
Consenting Parties in the proportions that the interest of each bears 10 the interest of all Consenting
Parties unless otherwise agreed to in writing.

ARTICLE XVI.
OTHBR PROVISIONS

The following terms, conditions and provisions are hereby added to this ~peratin~ A~~ent. ~ tim
event that some offhese terms, conditions nnd provisions create lUI nmbjgui~ or are an ~O~lct WI 16 prevrous

terms, conditionslUld provisions or litis Operating Agreement, the followmg sholl prevail and control.

L Statements and Billings!

Notwithstanding any provision contnined herein or in nny exhibit at~ached to the contrary, it is
speciflcally agreed between tlre parties hereto tbat Operator shall be required to r~nder statements and
billings only to the undersigned parties (or costs ondexpcnses chargeable to UI~lr interests as set out
herein, Any party who disposes of a part of its inler~t to greater ~an two assignees, shall be sole~y

. responsible for invoicing and collecting from his nsslgn~es; provided, however, such party and ?IS
assignees may designate in writing n new party from thetr group, acceptable to Operator,. to ~ecelve
statements and billings and pay Operator for costs and expenses chargeable to the entire interest
originally credited herein to such party,

2. Required Operations!

NOlwilhstanding the provisions of this Agreement and ptuilculady Article VI, if any proposed operations
are necessary to either maintain a lease covered by this Agreement in forc~ or to cam 8 lease or p~
thereof under an agreement which would otherwise expire unless such operatlons are conducted, then in

lieu of being penallzed under Arllcle VI.B.2.(n) lind (b), eQch Non-Consenting Party shall assign to
Consenting Parties all of such Non-Consenting Party's right, title and interest in and to the lease or
portion thereof or such agreement which would be lost or not earned if such operations were not
conducted.

Such assignment shall be due promptly upon receipt of a written request uom the Consenting Parties,
and such assignment shnll be free and clear of nil overriding royalties, production payments, mortgages,
liens and other burdens IIIId encumbrences placed thereon by the assigning party or resulting from its
ownership or operation of such lease or interest which is not a joint obligation of the parties, but
otherwise without warranty of fitle ei ther express or implied.

In the event any party fails andlor is unable 10pay its share of the delay rentals on any of the lands in the
contract LIl'CII willlin sixty (60) days after receipt of n statement by Operator, Operator shall notify tho
dcfaulUng pl\lty, in writing, of its unpaid account. The defaulting party shan thereafter have thirty (30)
days from receipt of such statement in which to remedy the default plus any interest penalty which has
been assessed to ULe unpaid nccount PLlrsUnnl 10 Pllfsgraph 3, Article I, Exhibit "C" (COPAS Accounting
Procedure), atlnched hereto, In the event !he dcraulting_pnrty fnils \0 pay within tho thirty (30) day time
pcri~_s(leqined hereinabOve,Ulcdcfaiilling prutyshall promptly nsSigli 10th6 non.dcfuul!lng parties all
of such defaulting party's right, title and interest ill and to lhe lease or tenses ill question. During the
total ninety (90) day time period specified herein, an interest penalty shall be assessed to the unpaid
balance pursuant 10 Parngraph 3, Article I, Exhibit "C" (COPAS Accounting Procedure), attached hereto,

Operations that are necessary to either maintain a lease covered by this Agreement in force or to eam II

lense or part theroofunder on agreement which would otherwise expire unless operntions life conducted.
shall be defined as operations that are proposed within six (6) months of the date the lease or agreement
would otherwise expire.

The application of this provision wiU be avoided if any of (he signatory poetics to this Agreement or their
designated agent shllll secure an extension or renewal of tho lease covered by this Agreement, or
Operator or its designated IIgent shall secure lin extension or renewal of an agreement to enm 8 lease or
part !hereof. Such extension or renewn! shall be 5e<;uredprior to the running of the time period described
in Article VI.B.l. .

3. Non.Pnyment of Rentals:

ARTICLIWru 11117/9'7



5. Security:

The lien and secm'ity interest granted by each Non-Operator to O~er8~or and by ?pera~or to tl1eNon-
Operators under Article VII.B shall extend not only 10 such pnrty s ad and gas rights In the Contract
Aren (which for greater certainty sha 11include nil oC each party' s l~nsehold interes~ and I~ase~old e~tate
in the Contract Area) the oil andlor gos when extracted and equipmen; (as mentioned UI said ArtIcle)
but also to all accounts, contract rights, inventory and general intangibles constituting a pnrt of, r~lnting
to or arising out of said oil and gas rights, extracted oll lind gas and said equlpme~t or.wl~lch nre
otherwise owned or held by OilYsuch party in the Contract Area. Further, tlte lien and security interest
of ench of snid parties shall extend to all proceeds nnd products of all o~!lle pt~perly an~ c~lIalerQI
described in IlllS paragraph and in the Joint Operating Agreement as being ~ubJect to SQ~dI~en and
security interest. Any party, to the extent it deems necessary to perfect the hen and security interest
provided herein, may file this Operating Agreement (or a memorandum of this Operating Agreement
or other notice of lien) as 8 lien or mortgage in the applicable real estate records and as 8 financing
'statement with the proper officer under Ole Uniform Commercial Code. Further, each party agrees on
request of OIly other party. to execute any financing statement. continuation statement or memorandum
of thls Operating Agreement necessary in order 10 perfect the security Interest and lien hereby granted
under the applicable Uniform Commercial Code of state recording law,

4, Bankruptcy:

If following the grnntlng of relief under the Bankruplcy Code 10 Any party h~relo 8S debtor thereunder,
n;is Agreement should be held to be an executory contract within the meanmg of 11 U.S,C. ~65,then
the Operator or (if the Operator is the debtor in bankruptcy) any other party, shall be entitled l~ a
dclenninaLion by debtor or any trustee for debtor within thirty (30) day~ from tl~edote un.order for relief
is entered under UIOBnnkruplcy Code as to the rejection or aS5wnpllo~ oflhis Operating Agreement.
In the event of an assumption, Operator or sald other party shall be enltt.lcd to ade~uatc assurances as
to future performance of debtor's obligation hereunder and the pmtecllon of the interest of all other
parties,

If 0 lien conferred InArticle Vll.8 has been enforced, for so long as the affected party remains in default
it shnll have no further access to the Contract Areo or infonnaLion obtained in connection with operations
hereunder and shall not be entitled 10 vote on any mailer hereunder. As to any proposed operatiou in
which it otherwise would have the right to portici pate, such party shall have the right to be a Consenting
Party therein only [f it pays Ole amount it is in default before the operation is commenced; otherwise, it
automatically shall be deemed II Non-Consenting Party to that operation.

6. Rights Suspended:

Any proposal received by the Parties hereto £rom a third party not subject to this Agreement, wh.ich
affects lands Ill!!tnre~ubjecuo this Agreement, sholl be treated nsif such proposal was made by B Porty
hereto and thereafter sholl he subject to !lIOnon-consent or stand-out provisions provided in lhe Joint
Opernling Agreement.

7,. PuymentDefaults:

Nolwilhstnnding, and in addition to, Article VII., Item B, second paragraph, it is understood and agreed
[hot if any party fails and/or Is unable to pny its share of expense within ninely (90) days after receipt
of a statement therefor by Operator, the non-defaulting parties, including Operator, shall individually
and collectively have tho option, n1lcrwritlen Notice of Defnult 10 the defaulting party. to PIlY the unpaid
amoWit in the: proportion thnt the interest of each such party bears to Ule interest of all such parties, and
acquire the defaulting party's interest, except Ihot the defaulting party shall have thirty (30) days after
receipt of "Notice ofDefauJL" in whieh to pay the account in full. including interest. An interest penalty
sholl be assessed to Ule unpaid balance as provided for in Paragraph 3, Article 1, Exhibit "C" (COPAS
Acco,nnting Procedure), attached hereto. In addition to tile unpaid amount and the interest penalty
associated IllerewiUI, Operator shml be entitled 10 receive from the defaulting parties one hundred percent
(100%) of'the ottorney fees and associated eoste ofming the lien and collection from the defaulting
party.

8. Third Parties:

The P arties h~reto I~ke COIP~/ZIlnceof,!lHl Iact that nny of the Parties hereto may enter into operating
agrc~mel1t~ ~"'I!ll third parties affecllllg nl! or 8 portion of the Contract Area and agree lhat,
notWllhstandlng the existence of such other operaling agreements or the apparent epplicability thereof

MTlClll.URl 1lI17197 1



r d bI both Lance and Ultra co n lirm that the
Notwlthstandiug the foregoIng, for tile avoid~nc~ °b ~UB ~in are the sole property of the holder of
leasehold Interests held by each throughout t e °ll:~ nrl~Dn ements whereby II (lorty's obllgalions
such Interests and that ony farmout, o~ other, s~m third p!rty shall relate solely to that party's::!~~:;t:U~~~:~te~;;I~I:rt~:~e:t~:!rl~l~;annO~e~ei~c~nded In such arrangements without the express
consent of both Lance and Ultra.

to nperations conducted hereunder, the obli~8tion5 between the Parties hereto ,shall be governed and
controlled by thls Agreement as may be applicable,

Where II well nmhorized WIder the terms of O,is Agreement by nil parties (or by less than oil parties under
Article VI.B.2,) has been drilled 10 its Objective Depth or to its authorized depth and (he parties
participnting ill the well cnnnot agree upon the sequence and timing or further operatlons regarding such
well, (he following elections shall control in Ihe order enumeruted below:
I, An election to do ndditionallogging, coring or testing;
2, An election to attempt 10 complete the well 'at the deepest objective deplh;
3. An election to plug back and attempt 10 complete the well at a shallower depth, with multiple

plug bock proposals being considered from [he deepest depth nnd then In ascending order;
<I, All election to deepen UIO well, with multiple deepening proposals being considered from UIC

shnllowest depth nnd then in descending order;
5. An election to sidctrnck the well;
6. All election (0 perform other operations ill tho well;
7. An election to plug lind nhandon the well.

9. Clmnge of Operator:

NotwiUlShmding nnyU.ing (0 (.he contrary contained herein, in. the event the Operator ~hnn8ilsign all of
its interest (nlhe oil and gns interests in LImContract Area subject here!? !~ any pnrt~(les) other than an
Affiliate tho Operator shnll be deemed to have resigned and lite non-nsargumg PnrtY(les) shall select the
success~r Operator per Article V,B.l. end assume (he dU,lies, responsibilhies and liabili,lies ofOperolor.

10. Defaulting Party:

In nddition to the options set forlh ill Article VII,D" inlhe event the defaulllng prn:tyhas'contlnued (0

fnil (0 discharge any flnnncinl ohllgntion under this Agreement for II period ?f SIll. (6) n~onths Irom
receipt of notice of such default, the interest of the defnultin g party shall be subject to forfeiture . .upon
receipt of nolice by the defnulUng party ot sucl: Iorfelture, LImdcfanlli,ng pnrty shall prompLly QSSlgn all
of its interest ln the Contact Area to the non-dclaulting party or pnrttes lind such defaulting pnrly shall
hnve no further access 10 UUI Coutract Arce, The non-defaulting party or parties accepting assigiunent
orllm forfeited interest shall promptly pny ~l\sums owed by the defaulting party which remain unpaid
at the lime of the forfeiture,

11. Priority of Operatlons.

No sR1ii, Crruisrcroro'U;cTdis(lositi~n of'nny Interest In the oil and gng lensehold interest coveted by this
A grecment shnll be effective IlS to Opcrntor or the other parties hereto until Ihe nrst day of the tllonlh
following IJm month in which (i) Operator receives nil Authenticated copy of the instrument evidencing
such sale, transfer or other disposition nnd (iI) the person receiving such lensehold interest hill! become
legnlly obligated by instrument satisfactory [0 Operntor to observe, perform Dud be bound by nil of the
covenants, terms lind conditions of [his Agreement. Prior to such effective dole aforesaid, neither
Operator nor any other pnrty sholl be required to recognize such sole, lratlsfer or other disposition for

Notwithstanding any provision herein [0 UID, contrary, if during the tinre Ute partlcipatlng pnrtios nre
considering IIny of U\(I above elections, lhe hole is in ~l1clt1\ condition thnt in the opinion of tho Operator
n reasonable and prudent operator would not conduct the operations contemplated by the pnrtlcular
election involved because of the possibillLy of placing the hole in jeopardy or losing SDIlIC prior [0

completing the well, such election shnll not be given the priority hereinabove set forth, Instead, the
operation which is less likely to jeopardize Ihe well in the opinion of the Operator will be conducted, It
is Ihrlher understood that if some, buI nut all, pnrties elect to pnrticipnte ill Ule additional logging, coring
or testing, lhey may do so, and 1111cost of snmc shall be borne by Ihe participating parties equally rather
than on the bnsis of their working inlercst, and the pnrty or pertles not participating in such ndditionnl
logging, coring or testing 3111\11not be entitledto the logs, cores or the results of'Ihe tests but shall suffer
no other penally.

12. Sale, Transfer or Disposition of Interest.
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The headlngs and captions used in this Agreement ore inserted for convenience of reference only and
shnllnot be a port of, or control or affect the mennlng of, this Agreement.

OilY purpose but mny continue to deal exclusively with Ille pnrty who subjected such lenschold interest
10 this Agreement in oil matters under thls Agreemenl lncluding billings. No snle, trnnsfer or other
disposition of an interest subject La fhis Agreement shnll relieve n pliny of ils obligations prior 10 the
effective date aforesnid. Further no sale transfer or other disposition shall relieve any party of its, , , 1'1liability for its shnre or costs nod expenses which mfty be incurred in any oporntion to w HeI such party
IInspreviously agreed or consented prior 10the effective dnte aforesaid: Such operation shan include but
nol be Iimilcd to the drilling, testing, completlng nnd e::quiPllillg, reworking, rccompleting, sidetracking,
deepeuing,plugging back, or plugging Rntl abandonlng of A well even Ill01l11h such operation is
performed aflcr said effective dote, subject however to such party's right to elect not to participate in
completionoperations under ANicie VI.B. and Optlon No.2 of Article VIl.D.l. provided such consent
wns not previously given. Notwithstunding nny provisions of this Agreement Lothe contrary, Operator
willnoL be required to recognize IUly sale, trensfer or other disposition of an interest until all billings wi Lit
respect 10 such interest have been paid in n~lI.

13. Payment of Royalties, Overriding Royalties nnd Other Burdens.

Irn purchaser of nny oil, gns or other hydrocarbons produced Irom lhe Contract Area declines to mnke
disbursements of nil royalties, overriding roynltles, and other pnyments out of, or; witll respect (0,

production which nre payable on Ihe Contrnct Aren, Operator mny, upon request of'Nou-Opcrntor, muke
such disbursements 011 behalf of snid Non-Operator, provided Non-Operator shnll execute such
documents as may be necessury inthe opinion of Operator to ell nble Operator 10 receive all pnymcnts
for oil, gns or other hydrocarbons directly [rom said purchaser, In thnt event, Operator will use its best
efforts to make disbursements correctly but will be liable for incorrect disbursement only in the event
of gross or willful negligence. Non-Operator shall reimburse Operator for the reasonable expenses
incurred by Operator in mnking such disbursements.

14. Invalid Provisions.

, In Ih.eevent nny provision contained in tilis Agreement is contrary 10 nny law, rule, regulation or order
and IS held 10 be invalid, void, illegal or unenforceable in any respect, the parties shall diller modify the
provision 10 properlyeoutonn with such law, rule, regulation or order or delete such provision from Ulis
Agreement, lind in elther cnsefhe remaining provisions hereofshalJ remain unaffected lind will continue
in full force and effect.

15. Headings.

16. Notwllhshwdlng anything to the coutrnry contained herein, thh Agreement shall amend
and restate the Joint Operatlng Agreements dated September 13, 1999 (the "1999 JOA")
lind January 25, 2001 (the "2001 JOA") hlsofar and only insofar as the 1999 JOA and 2001
,lOA cover the Contract Area or this Agreement, and shall supersede and replace all other
previous Joint Operating Agreements in their entirety with respect to the lands described
herein as the Contract Area.

17. The parties agree that, with respect to tile COntract Area, operations may commence prior
to the expiration of the time to elect to participate In any well without relinquishment of
otber rights, including the right to the nun-consent penalty,

4



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

OPERATOR

IN WITNESS WHEREOF, this agreement shall be effective as of the 30th" day of_--"-J.!o!u±\n"'e----

2 2005.

ATTEST OR WITNESS;

6
7

10

UL TAA RESOURCES, INC.

£ -
By U'-L3:Cl-- %41?iJZi~

Type or print 7me
Title-Jt,.I-t.f-~------

Date l h."3/6 ;-
I

Tax ID or S.S. No. _

11

NON-OPERA TORS

LANCE OIL & GAS COMPANY~ INC.

12

14

15

16
11

IB

19

II

21

23

24
25

. 26

21

28

29

30

31

32

33

34

35

36

37

By _

Type or print nameTltIe _

Date -:- _

Tax lD or S.s. No. _

ANSCHUTZ PINEDALE CORPORATION

Type or print name
Title~t:el.:l""

Date~=~:;...o~~ _

Tax lD or S.S. No. _

By _

Type or print name
TiUe _

Dale _

Tax ID or S.S. No. _

By _

Type or print name' .
Title _

Date _

Tax lD or S.S. No. --------



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

2005

IN WITNESS WHEREOF, this agreement shall be effecilve as of the ~ day of June

AnEST OR WITNESS:

12

IS

16
17

18

19

20

21

22

23

24
25

26

21

28

19

30

31

3l

34

OPERATOR

ULTRA RESOURCES, INC,

By

Type or prlnl name
nlt _

D~e __

Till( ID'or50S. No.

NON-OPERA TORS

LANCE On. & GAS COMPANY, INC.

..,~fo/
Type or print name
1'1110 • .. .,

Date . " .:... col? - O.s:: .
Tax ID or8.S. No.1?' -/y'3 718/0

ANSCHUTZ PINEDALE CORPORATION

By ~ ~~ __

i1PC ot p,inl nnme
Title .

._-----,--
T,,,, 10 or S.S. No. _

By __

Typo or prinl name. Tltlo _

0.1o _

Tax ID orS.S. No. __

By

Ty\'e o. print name
Till. _ .............._""-- . -"--'---'-.
Dale _

Tax 10 or S.S. NO}.

18



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

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.

4

Acknowledgment in representative capacity:

6 State orCala m.cl0 )
\'-... ..r) 55.

County of y..en\J -lUI )

23 My commission expires: _

This instrument was acknowledged before me on

__ .~(Q~/~Q~8~)pJ{~)~S by-r~

11 (Seal, if any)

to

13

Title (and Rank) l)ofy.r~ ~2bliL
MYCOmmiSSioneXPires:~

12

14

15 Acknowledgment in representative capacity;

16 State of )
) 59.

17 Countyof )

18 This instrument was acknowledged before me on

19
________________________ ~ bY ~as

20
______________________ ofLANCE OIL & GAS COMPANY, INC.

21 (Seal, ifany)

22 Tltle (and Rank) _

24

26

Acknowledgment in representative capacity:

State orCo\oco.A 0 )

~ X:£dss.
County of .(1\ )27

29

This instrument was acknowledged before me on

::S"""'-'-)~Y\RyQ.~(~Ir--s9.Z:!a,JJC..2..')..:.:5l.-__ by

ilib1d..ud-
as

28

30

31 (Seal, if any)

3S

T.'('",RM~kJi~t::ubk .....
My commission expires: Z j I J (/1 .r I

32

33

34

36

37



A.A.P.L. FOR1vl6!O· MODEL FORM OPERATING AGREEMENT -1989

ACKNOWLEDGMENTS

NII!e: The following forms of acknowledgment ate the short fotm. approved- by tho Uniform Law on Notarial Acts.

The validity and effee! ofthese forms in any alale will depend upon the statutes of that state.

Acknowledgment In representative capacity:

6 Slate of )
) 8S.

County of )

This instrument was acknowledged before me on

9
_______________________________ by BS

10 ____ -:- -------- o(ULTRA RESOURCES, INC.

(Seal, if lilly)

12 Title (and Rank) _

IJ My commission expires: _

14

IS Acknowledgment in representative capaclty:

St.tCOf~)
D411 ) SS.

County of vk\ )
16

11

18

19

20

21

Title (a ank) 1lf)~ p" U'C.

mmission expires: -IL- dOU 7
22 _ GRETCHEN M DARNAY

Notary Public
Stote of Colorado

23

24

2S - Acknowledgment in representative capacity:

26 State of )

) as.
27 County of )

2a This Insfrument was acknowl.dged before me on

29
--- by a.
---- of ANSCHUTZ PINEDALE CORPORATION.30

31 (Seal, if any)

n

33

34

ss

J6

37

TUle(and Rank) -.-,,..-_'--"_...c....

My commission explres: -..., _

• 19·



EXHIBIT "A"
Attached to and made a part of that certain Operating Agreement dared June 30, 2005, by and between
ULTRA RESOURCES, INC., as Operator, and LANCE OIL & GASCOMPANY, [Ne, et aL, as Non-Operators.

1. lands Subject to this Agreement;

Township 32 North. Range 109 West. 6th P.M.
Section 18: lots 1 - 9
Section 27: NW/4
Section 28: NE/4
Section 35: N/2,SE/4

TownshIp 33 North, Range 109 West 6th P.M.
Section 16: SW/4, SW/4SE!4

3. Parties to Agreement with Addresses and Telephone Numbers for Notice Purposes:

Ultra Resources, Inc,
304 Inverness Way South, Suite 295
Englewood, CO 80112
Attn: Tab McGinley
Telephone: 303-645-9816
Fax: 303-706-9748

2. Restrictions, if any, as to Depths, Formations or Substances:

None

Lance on & Gas Company, Inc.
1099 18th Street, SUite 1200
Denver, CO 60202-1955
Attn: Director of Land
Telephone: 303-252-6235
Fax: 720-264-0489

Anschutz:Pinedale Corporation
555 17th Street, Suite 2400
Denver, CO 60202
Attn: Pam Kalstrom
Telephone: 303-296-1000
Fax: 303-299-1518

Page 1 of 2



Exhibit "Aft (continued)

Ultra Resources, Inc.
Lance 011 & Gas Company, Inc.
Anschutz Pinedale Corporation

42.50%
15,00%
42.50%

100%

4. Percentage Ownership of parties to this Agreement:

Except as to the Ownership of the following wellbore Interests that are subject to certain non-
consent penaltles and that are hereinafter defined: .

Well Name(s) Ultra Resources, Inc. Lance au & Gas Company, Inc. Anschutz Pinedale Corporation

BPO/APO BPO/APO BPO/APO

Gannett #13-16 50,00%/42.50% 0.00%/15.00% 50.00%/42.50%

Mesa #3-3Sd 42.50%/42,50% 0,00%/15.00% 57.50%/42~50%

Mesa #4-35cd 0.00%/42,50% 26.086957%/15.00% 73.913043%/42.50%

Mesa #3-l8d 50,00%/42.50% 0.00%/15.00% 50.00%/42.50%

Mesa #6-18 0,00%/42.50% 26.08696%/15.00% 73.913040%/42.50%

Gannett #11-16 0.00%/0.00% 0.00%/15.00% 100.00%/85,00%

Mesa #16-35d 50.00%/42.50% 0,00%/15.00% 50,00%/42.50%

Mesa #16-35cd 50.00%/42.50% 0.00%/15.00% 50,00%/42.50%

Mesa #2-35 50.00%/42.50% 0.00%/15.00% 50.00%/42.50%

5. Oil and Gas Leases andlor all and Gas Interests Subject to this Agreement:

SLM Lease No.:
Lessor:
Lessee:
Description:

Gross Acres:
Net Acres:

8lM lease No.:
Lessor:
Lessee:
Description:

Gross Acres:
Net Acres:

state of WYQmlng
Lease No.:

Lessor:
Lessee:
Description:

Gross Acres:
Net Acres:

WYW-13S123
USA.
Cenex, Inc.
ONLY INSOFAR AS IT COVERS:
Township 32 North. Range 109 West. 6th P.M~
Section 18: Lots 1 • 9
297.79
297.79

WYW..Q6286
USA
Donald 8. Anderson
ONt Y INSOFAR AS IT COVERS:
Township 32 North, Range 109 West. 6'~ P,M.
Section 27: NW/4
Section 28: NE/4
Section 35: N/2, SE/4
800.00
800,00

ST-WY-94-00293
State of Wyoming
Cenex, Inc.
aNt Y INSOFAR AS IT COVERS:
Township 33 North, Range 109 West. 6111 P.M.
Section 16: SW/4, SW/4SE/4
200.00
200.00

Page 2 of 2



THERE IS NOT AN EXHIBIT "B't TO THIS AGREEMENT.
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Reoommend.d by Ih. (oundl
of Petroleum ACI:Qunhmh
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eXHIBIT "crr
Attached to and made a part of that certaIn OperatIng Agreement dated June 30 r 2005,
by and between ULTRA RESOURCES, INC., as Operator, and LANCE OIL & GAS COMPANY, INC., et al., as
Non-Operators.

ACCOUNTING PROCEDURE
JOINT OPERATIONS

I. GENERAL PROVISIONS

1. Definitions

"Joint Property" shal] mean the real and personal property subject to the agreement to which this; Accounting Procedure
is attached. .' . d . l
".Jllint Operations" shan mean all operations nece~gary or proper for the development, operatlon, protection an main e-
nance of the Joint Property. .
"Joint Account" shall mean lhe account shnwing' the charges paid and credits received in the conduct of the JOint Opera'
tiona and which are to be shared by the Parties.
"Operator" shall mean the party d~signated to conduct the .Joint Operationa,
"Non-Operators" sball mean the Parties to this agreement other than the Operator.
"Parties" shall mean Operator and Nnn-Operalnrs.
"Firat l..evel SU(Jervlmrs" shall mean those employee~ whose primary function in ,Joint Opel'ationR is the direct supervision
of other employees and/or contract labor directly employed on the Joint Prnperty in a field operating capacity.
"Technlcsl Elt1ployeeR" ~hall mean those emplnyeeij h!lvinp; sper.ial and specific e~e:ineering! geologi~1!-1or other flrofe.~·
sinnal skills. and whose primary funcUon in Joint Operations is the handling of speciflc opel'attng conditions and problems
for the benefit of the Joint Property.
"Personal Expenses" shall mean travel and other reasonable reImbursable expenses of Operator's employeeR.
"Material" shall mean personal property, equipment or supplles acquired or held for use 011 the Joint Properly.
"Controllable Material" shall mean Material which nt the time is AO claaslf'led in the Material Claaaification Manual as
moat recently recommended by the Council of Petroleum Accountants Societies.

2. Stalement and Billings

Oneratnr ahnll hill Non-Operators on or before the IARtdllY of each month for their proportionate share of the .lninl, Ac-
count for the pr'ceeding month. Such billA wiil be accompanied hy Rtatemenm which identify the nuthority for expendiUtr, e,
I~RReor facility. !ln,l all charp;eR and eredlts ~\lmm"rized h.Y approrriate ChlRRincatfon~of lnveatrncnt and expense except
I1ml il.erl1Rof Conlr'allahle Mllterial nnd unusunl cht\rp;~.~And [~r~,iit.'1ahal] be Repnrately idenllfiecl and fully deRl~I'ihedin
detail.

11. Advances and Payments hy Non-Operators

A. Unless otherwise provided for in the agreement. the Operator may require the Non-Onerntors to advance their
share of estimated cash outlay for the succeeding month's operation within fifteen (16) day~ afler receipt of lhe bill,
ing or by the first day of the month for which the advance ls required, whichever 18 later. Operator shall adjust each
monthly billing to renecllldvances received from the Non-Operators,

thirty (30) *2% above
ERch Nun-Operator ahall pay its proportion of 1111bills within fifteell (15, days after receipt, If payment is not made
within such time. the unpaid balance shall bear interest monthlyat\lhe prime rate in effect at Bank of

America on the first day of the month in which delinquency ncnuranlus1% or the maximum
,;ontract rate permitted by the applicable ugury laws in the state in which the Joint p'rnperty is located, whichever
IS the lesser, plus attorney's fees, court costs. and other costs in connectien with the collection of unpaid amounts.

B,

4. Adjustments

PaY"."!!nt or any RIlChbills shall not pr'ejHdice the right of any Nrm-Opeeatnr to protest or question the correctness thereoF;
nrovlded, however. all bills and ~tatements rendered to Non-Operntors by Operator during any calendar year shall con-
clu~l\1efy b~ presum.ed to be tr~e and correctafte! twenty·folJr (24} months following the end <If any such calendar yam:,
unle,,8 within t~e~lIld l.wE!nW-ro,ur (24} month period a NOIi·OperRtor take~ written exception tliereto and makes claim on
()[l,,!r~lo~~orndJuRtment, No a'lJuatment Favorable to Operator ~hllll be made unleas it I~ made within the same IlreR('r'ihe,1
IMlerrol:I e pro\1I~lonAof ~hlAIlnt'agraph shnll not prevent adjustments reRulUng from a physica.l [nven tory of Gontrollnble

ate ria as provided for In Section V,

COPYRIGHT@ 1985 by the Council of Petroleum Accountants Societies.
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5. Audits

. rI 11nth Non-Operators shall have the right to audit Oper!
A. A Non-Operator, upon notice in ~riLing to Op~ratr all n~r I' :~y calenda!' yea; within the twenty-four (24) nlO.nt

tor's accounts and records relatlllg to the Jal11! c~ou 0 the mllkinf( of an audit ahall not extend the tim
period [ollowin/( the. end of SllC~ calendar year; wovlded,~'~tfl~:~~;nL~ nR provided for in Paragraph 4 nf this Sectin
for the tllldng of written axeeptlnn to nnd lhe mlJ~ttl~r~Operators shall make every reasonahle eHort to conduct
L Where there are two or ~lOre .Non-Ope.rator3: .Ie on r inconvenience 1.0 the Operator. Operator shall bear no pm
joint andit ln a manner wh!ch W:11I resl~lt 111 ~ Tnli;;U;~~i8 parllgraph unless agreed to oy the Operator. The audit
tion of the Non-Operators audit cost Incuhl a( un -~l ut prior apPI'oval of Operator, except upon the resignation 0
shall not be conducted more than once eac year"wI.lo f those Non-Operators approving such audit.
removal of the Operator, and shall be made at t e expense 0

B. The Operator shall repl~ in writing to an audit report within 180 days after receipt ~rsuch report.

6. Approval Dy Nun-Oper-ators

~c~~~~~i~:~~~~d~~: ~~fdeif~~:e:~~~~:~~,:::~hi~~eB~i;'~~~~f~t~u~g~:o~~~~~iJ::~:l~:l:~;h!~;~:~~~~~:::t~;~;[~r~l
in regard thereto. Operator shall notify all Non-Opera,ors 0, e pent ,
a majority in interest of the Non-Operators shall be controlling on all Non-Operators.

II. DIltECT CHARGES

Operator shall charge the Joint Account with the following items:

L Ecological and Environmental

Costs incurred for the benefit of the Joint Property as a result of guvernmental or regulatory requirements to satisfy envh:on
mental considerations applicable to the Joint Operatlona. Suc~ coats may Include surv.eys otan ecological or archaeclogica
nature and pollution control procedures aa required by applicable laws and regulatlcns.

Z. Rentals and Royalties

Lease rentals and royalties paid by Operator {or the Joint Operations.

II, Labor
and related expenses .' f '

A. (I) SalarieJand wages of Operator's field employees directly employed on the .'ornt Property In the conduct 0 .loin
Operations.

(2) Salaries of First Level Superviaers In the field,

(3) SalArtel! and wages of Technical {';mployees directly employed on the Joint Property if such charges arc excluded
from the over head rates.

(4) SAlarle~ and wages of Technical Ernployees either temporarily or permnnently aRsigned to and directly employed
in the operatlnn of the ,Joint Property If such charges are excluded {rom the overhead rates,

D. Oper8to~'s cost of holiday, vacation, sicknesa nnd dis"olfily benefits and other customary allowances paid to employees
whose salaries and wages are chargeable to the Joint Account under Paragraph aA or this Section II. Such C03t~ under
LhiAParagraph an may be chargen 011 a "when and as paid bnsis" or by "percentage assessment" on the amount of
salaries and wageR chargeable til the .Joint Account under Paragraph SA of this Section II. If percentage asnessment
is used, the rate shall be based on the Operator's CORte~perience_

C. Bxpenditures or contributions made pursuant to MSllssmenls imposed by governmental authoril,v which are applicable
to Operator's costs chargeable to the Joint Account under Paragraphs 3A and 8B of this Section II.

D. 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 currant costs of ealliblished plans for employees' group life Insurance, hoapltalizatlon, pension. retirement. stock
purchase, thrirt. bonus, and other oenefit J111l1lR ora like' nature, nppllcahle to Operator's labor cost chargeable to (he Jolnt
Account under- Paragraphs llA ann 3B of t.his Section n shall be Operator's actual cost not to exceed the percent most recent-
ly recommended by the Council of Petroleum Accouetan «; Societies.

It. Material

Mrtterhd titii'6hiiMij or rurnl~he,;(by ope;"to-r r;r 10M on lh.. Jol"~ Property [I.; pmvhlod under Section IV. Onl.vsuch Maler;al
shall be ~urcha5e~ (01' 0: ~ransfel'red to th~ Joint PrOI!erly as may he rer;tl!red for Immediate 11M and IR l·eMonnbl.v prnetlcal
nnd consIStent With eFfiCient and sccnomieal operationa. The accumulation of eurplus stocks shall be avoided.

6, Transportation

Transportation of employees and Material necessary for the Joint Gpsrationa but subject to the following Iimilat.i01lR:

A. H Mater!alis moved to the Joint Property from the Operator's warehouse or ather properties, no charge shall be made
~ the JOint Account for a distance greater than Lhadlatnnce (rom the nearest reliable Rupply ~tore where like material
IS normally available 01' railway receiving point nearest the Joint Properly unleas agreed to by the Parties.

·2-
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, 'h th t rage point no charge shall be made to the Joint Ac-

B, rr surplus Ma,terial IS rnnved t~ OP~htodlsLware tOIJ~eo~eoar:';t 5r;lillble sLlPl;ly store where like material is normally
count for a distance greater Ian e ~ ance 0 ~e ' I d to I the Parties No charge shall he
available, or railway receiving polnt nearest ~helJOlnt

h
Property tl~neb!l~~rg~~g to a'perator, un'l~ss agreed t~ by the

made to the Joint Account for moving MaLena to oL er proper res
Partles.
in the application of subparagranhs A and B above, the option to equalhr.e or char~e actual, trucking cost ia available

C, when the actual charge is $400 or less excluding accessorial charges; The $400 Will be adjusted to the amount most
recently recommended by the Council of Petroleum Accountants SOCieties,

7, Services

The cost of contract services, equipment and uLiliUe~ provided by outside sourC~8, except services eX,eluded by Parngraph
10 of Section 11 and Pnrap;ralll{ i, ii, and iii, of Section Ill. The cost of profesainnal con~ultllnt aervices and con!.ract ~CI'-
vicea of technical personnel directly el11(flgedon the Joint Pr?perly if 9UC~ charges are eXc!tl~ed from I,heoverhearl 1'!1l.eR.
The cost of proressional consultant services or contract servtces of technICal personnel not ?Irectly enguged on lhe ,JOInl
Prollerty shall not be charged to the Joint Account unless previOUSly agreed to by the Parties.

8. ITIqulllmenl and FQcl1lUes Furnished ny OperQlllr

A, Operator shall charge the Joint Account for use o(Operator owned equipment and facilities at rates cot;'menRutflte
with (!Ofll~ of ownership and operation. Such rates shall include cost.~01 maintenance, repal~s, ,otner operating eXTJcMC,
insurance, taX6S, depreciation, and interest on gross investment less accumulated depreclatlen not to exceed --

twel ve percent (---1.L%) per annum. Such rates shall not exceed average commercial rates currently pre-
vailing in the immediate area or the Joint Property.

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

9, Damages and Lossea to Joint Propel'ly

All coats or expenses necessary for the repalr or replacement of ,/oint Propel-ty made necessary because of damRp:e~Of' IORReR
incurred by nrc, Ilend, storm, theft, accident, 01' other cause. e~cept those resulting From Operator's gro~R nep:lhnmcp. fII'

willful misconduct. Operator shall furnish Non-Opernlor written notice of damages 01' losses incurred n.9 aoon as practlcahle
after a report thereof has been received by Operator,

10. Legal Expellee

[i',xlle"~e or hnndllng, illv~RtlgQLlnll'and "eWiul( litigntiotl or- clnirns, rlisdll1i'p;illP:'of llens, payment of jllrill'l'mt'Onl.R"1,,1
amounts paid fOl' settlement of clalrns Incurred in or resulting from operfllions tinder the ngreement 01- ne('.e~s~,·;vIn prnLc('L
OJ' recover the ,Ioint Properly, except that "0 charge for services of Operator's legal st.arf or ree~ or expense of oul,lne attor-
neys ahAIl be made unless previously agreed to by the Partle~. All other legQI expense la consldered to be covered h,v I.he
overhead provisions Q( Section 1[[ unless otherwise agreed to Ily the Parties, except as provided in Section 1, Pflragl'ltph
3.

11, Taxes

Ali taxes of every kind and nature asaesaed 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 Partiea. If the ad vuln-
rem t~xe8 are hasedin whole or in part upon separate valuations or each ~larlY'Rworking inleteR!, then notwiUI~LRIl(litlll'
a.~ythlOg tn the contrary herein, charges to the ,Ioilll Account shall be made and paid by the PartieR herelo in accerdunce
WIth the tax value generated lIy each party's working interest,

12, Insurance

Net premiums paid for insurance renuired to he carrted for the ,Iolnt Of1erRtiol1~ror the protection of the Pal'tleR, In the
event Joint Operations are conducted fn It state In whleh Operator may Ret lUI selr-Insurer for Worker's Gnmllen~I~!.lolI Rllii/
?r Emnloyer$ l>iabil1ty ~lnder the respective state's hIWR,Operator rnay, at itR election, include the risk under it./! Ralr.
Insurance program and In that event, Operator shall include a charge at Operator's COBt not-to exceed manual rates,

IS. Abandonment and Reeillmallon

Cosls i!'curred for abandonment of the Joint Property, lMluding coste required by governmental or other regufntory
authOrity,

14,- Communications

C~st of acqulrin!!', leasing, instal/ing, operating, repairing and maintaining communication systems, including- radio and
~Icrowave Jaclhtlea directly serving the Joint Property, In thl! event communication facilities/systems nerving the .Joil1l

roperty are Operator owned, charges to the Joint Account shall be made 8S provided ln Paragraph 8 of thls Section II.

15, Olher EXpeltdltures

~n~ ~~her expen~itllre not ~overed or dealt with in the foregoing provisions of this Section II, or in Section III and which
lOS0 l~ect benefit to the JOint Property and is incurred by the Operator in the necessary and proper conduct of the Joint.

peratlcns. '
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Ill. UV l': III H!lA U

I, Overheatl - Drilling lind P"oilllcing OpcrRUonR

i. A~ comrmnRllllon for ndrnlntatrntlve, Rltpetviaitm, orllc~ RerviceB and warehousing coals, Operator shnl] charge Ilrilling
and producing operatlona on either:

t x) [l'ixed HaLe nllRiR. Pntngt'nph 1A, or
( ) re~cenlnge I3~~iR, Parngraph 1n
1rllle~~ nLhm''';;Re ~Ilre~d !(I hy ille PnrLleR. R\ll~h char~e .Imll hp. in lint! or ,'".l" a~d expensea nf nil offk"'R IIt~<I RnlnriN
UI' w"~e!l 1,lu9 IlPI.licnhle Io~ttlr~nll aml CKl'enReR ur all p~rR""nel. oxr.O!'t1.h"R~ tll,r~cll~ l~hnrI!;OR~II~ IIJ1(I~I'.r nt'R~""I,'~
~A, Sectinn II. The cORl tU1l1exp"n.c of Rcrvip.cR from r)ul.lrle. snurces III c,onne.rl.l1In Wit!' ll1aLtr,1~ nr taxnllrm. t..llrr"
n'TIJlIllt.irrg nl' mAllerR hefnr'p, nl' invulvinJt Jtov~tFlIncnlnl ,,!!,encie~ ~IHtlllm f!rrl!~idercrl fiR ineludrnl 111lhr. nv~rh~nrl nIl..',
provi'led fur In Lhe nhovc Rel~d~d I'nl·n~I'nl,h "f IhlH Section III unloaa RHeil CORtand eXlIcnR!1 are AI!'I'Ced lo h.Y Lit(
I'Arli~~ us t\ direct charge to the ,Ioinl Account.

it The ~nftl1'i~A, WnJl'eR nnd ['{'rAnnnr !~Xf'NI9PR IIf 'I'cldtnh~nl l~tII[lluyceR nnrl/ur lh~ COALor pl'ofe~Alnl1al C!JrmuItnut nel'vil!N
nnd cl1ntmct AervicaA ur lcdtnicnl JlcrAtllllwltlirllcliy emprm'ed on Llie ,'oinL I'roperty!

( } ~hnll he cnvered hy !.lIe ovedl~R.1 rntea, or
(X} shnll 1I0t be covered by lhe overhead rnleR,

iii, The nnlRrlen,'wageR and Parnnnnl fil~n~nAeR or TechnicAl Ji!mpluY6eA nnd/or ~,nA~qor IlrOfeRRh;nRI etlllslIH.ntlL "{,rviee,'
nnd contrnct snrvlcea of l~chllicnlller8onnel either lempornrfly or permanently asslgned to and directly empluyed hi
the olJerltlion of the Joint l'ropcrLv:

( ) ~hllll be covered by the ovarhead rateR, or
(X 1 nhall not be covered by the overhead rates.

A, Overhead - Fixed Rale HaBIA

(I) U,Jernlor shllil charge thc .foint Account At lha [ollowlng l'aleB per well per month:

*OrilliligWellllale$ 5,985 ." as of July 21,,2000, subject to the
(ProratedIer less than II lull month) escalation provision p rovIded for

eoo it at Section III.l.A(3) below.
Producing Well Rale $ _:..::...=-- _

(21 A pjJllcatlon of Overhead - Fixed Rille BlIRln nhntl be n8 rollows:

{nl Drilling Well Role

[J I (:tJRl'lI'~" rill' ,11'fllilll'[ lVell~ Ahn!! h~p;ln 011 lim dnlo the wnll iR ~[I\I,hl~d nntl Im'l'llinnlr. fill 1.I1r rlnte I.IlP ddll,
h,R' riJl', cmnptellon I'i!!" or n!.lmr unlla lI"cd til cU"'I,r.I!,," of I,hc well i~ '·elenRctl, whl~hrv~r is Int.er, I'X,!~pt
Lhnt no charge ~hall h~ mn,le ,luring fluflilen'aloll of drilling or COll1llleUon.opert\tiolin [or rlrteell (Iii) ",'
tillITe eonsccutlve cnlentlnr rlny",

(2) GhnTg-efl rO!· wells un<l~rgoihR nil,\' ISpo of IVrrrl<over or "ecol111'Ietl'l!l for II. nerind of rive (G) C\lM~r'!lI.i\'~
wtr r k dn,\'fl nr In",e shnll he l1l~,f" nt I.h~ rlrillinJt well rAte. Eluch d,n,.R'~~ ~hnll he Rl'l'lie,1 [01' th~ P~I';,,,I
frmn rlale WOr!toov"I' npnrntlnua, with rip.' 0')1' other !IIdl.!' ""ml 'n wnrkuvor-, CfHntn~I)('e U,rrrllfl'h ,I"t,c uf ";1{
or other unil relcnRF-, excEII! thRt nrr clmrge shnll 1m mnrle during suspenslnn of O]l8rlltiom fot rirLccll
(16) or more consecutive calendar UaYA,

(II) Producing Well Rates

(1) An acllve well eith~r produced 'II' injedetl intll {or any portioll o{ the month shall be cousldered a~ a one-
well charge ror Lhe enUre munth,

(2) F.nch active completion ill 11 multl~colnnleled Willi in which productlon i~nol eommiMJrlp.,' down holn Rltnll
be r,OIlRlderml a~ It one,well charge providing each completion is ccnsldernd II aanarate wall by the !l:OVCI'l1'
in!\' regulatory authority.

(3} An In~ct.ive Il:IIRwell ~hut.11I hf1~,nll~nor nvel'llrmtur.l.loll ,'1' fllilure uf Illlrr,h!'~cr 10 I.nke the l'I'O(hlCliol1 shnl]
be ~nnsltlered ItS a ..ne-well chlll'ge nrovlding the gM well Is t1iredly connected to II Permallent nnlc~
outlet,

(4) A nne·well dmrj(c ~hl('l be mArie (or the Illonth In which j,hlp;glng and nhntlC'olllllenl Illler~ti,,"~ lire mill·
pre!l''' on nlly well, '1'h;~ nne~"'eU charge shnll be made whether or nollhe well Itn., produced except whell
tI'·iUin!\, well rAte RI'plieA.

(0) 1\ 1f tither hlRctive w~lI~ (fnchulinp; hut not Hnilled to'lilltctive wellij covered by unit ailewable, !~R~e III1UIV.
" a~le~trn_n8rl)~!ed ,~IIQwnbl~, etc.) ahall 1lOt.<ltlRllry (ot--!1!l overhead chRrge,' ~ ", ", " ~

!:\) Tit\'! l;:{'IJ,·tt!~~~';rtii'h~ n<i.iI;~I'~;1n~ ,;r U:r rh'sl, ',in.v"~I\~':II~;~;h~,~Il." rol'I"~'I"~ Ihe ~rrectlvc tlnlr (lr !.h~ nR'r'r"IH(!lIl
t," Wh'~h tI,," "<":1111111,,,,11' 1','""e~I""r. I~ nl.i,RI:hc'l, Tho mlj".t",,,,,r, ~Imll be c",,,,,ul,t'<I loy IlIl1ll.1"lyinp; IJ,~ ;'~I,~ "(,,'.
I ~"t.ly III, lI~C hy the Iler~elltA¥c '''rr(!n~e or tlec"onAe ;n the nv~rRRE' wechly Cnl'nhlR'A .. r Crude l'otrorcl1l1l nnrl (,n"
ProllUcl.101l Woricem fur lilt! InRt cnlandnr yem' compared 1.0 lhe calondar vear pretmlin~ n~ shnwn hv I.ho ind~~
or nv~,rn!fe weekly ellrnlnRR nf Crude Pf!tl'llleum Rnd (:n~ I'roduetlon Wnrker~ RS publishe" Iw tllr UJ;ited i!llnlcA

CUennl'llllent nf Labor, IlJlrenll,or Lnbnr Statistics. 0" lhe equlvRlent CllllAnlRlI, in08l( A~ puhliRhctl h,v flt.nli,Oc.
j

R?RdR, AS Applicable, 1 he ll(IJlIRted ratea shall be the' raLeB currently In use, plu~ or mlnus the computed nrl-
ustrnent. '

IJ, Overheao - Percen tRge BBijia

(0 Operator ~nall charge the Joint Accoullt at the following rates:



.----_--~--~----~m~
(a) Development

Percent ( %} of lhe co~t nr development oC the Joint Property: e'x'elusive of costa provided

under Par-agraph to of Section II and all salvage credits,

(b) Operating
Percent ( \Ii) Olf the co~t of operating the Joint Property exclusive o] costs provided under

Paragraphs 2 and 10 of Section 1[, allsalvftge credits, the value oCinjected ~ubRtance~ pu~chase~ Corsec~nrlal'Y
recovery and all taxes and asseaarncnls which Me levied, assessed and paid upon the minerai mterest III and
to the ,Joint Properly,

(2) Application of Overhead - Percentage Basis ahall be !IS follows:

For the purpose of rlet.ermining chnrges on a I)ercp.ntnge basis under ~aragr(\ph 113of tl~i5 Section. Ill, development
8hull include RII costs in eonneetlou with drilling, redriUing, deellenmg, or any remedial operations on any 0" ~II
wells involving the use of Ilrilling rig and crew cllpable of drilling lo the prudueing interval on the Joint PI'llI).
erty; also, preliminary exrenditures ne~,esgar,Vin preparation fOI'drilling Rnd expenditures incurred in nuan()onirlg
when the well ls not. completed M II pl'oducel' lind nrlgimtl cost of'conRtl,ltction or installntlou of fixed MRet~, the
expansion of fixed assets and any other Jll'o.ie~tclearly discernlble as a ~ixed asset. except Major Construction as
defined in Paragraph 2 of this Section Ill. All other costs shall be conSIdered as operating,

Z, Overhead - Major ConslrucUolI

To CDmpel1Rate Operator for overhead coats incurred in the construction and installation of rixed nsseta, LheelCllanRio"of
fixed asaeta, II1ldany other project clearlY discer-nible as a fixed M5et required for the development and nperntion of the
Joint Property, Operator shall aither negotiate a raLe prior to the beginning or ennstruetlon, or shall charKO the Jornt
Account far overhead baaed on the foltowing rates for any Major Construction project in excess of,~ 25, aoo :

5A. % of first $100,000 Dr LoLnlcost if less, plus
3B, % of costs in excess of $100,000 but less than $1.000,000, plus

2C, % of costs in excess of $1,000,000,

Tot~1 cost shall mean the grOBScost of anyone project, For the purpose of this paragraph, the component parts of f\ single
project shall not be treated separately and the cost or drilling and workover wells and arlificiallift equipment shall he
excluded,

3, Catastrophe Overhead

To ~om~ensale Operator for overhead costs incurred in the evant of expenditures resulting from It single occurrence due
to all spill, blow~ut, exploalon, fire. storm. hurricane, or other cala~trophes ns agreed to hy the Parties. which are neceasnrv
to re8~re the ,Iom,t Property to the e'luivltl';lIt cotldW?" that existed prior to the event c,atlsing the exnsnditurea, Operator
shall either negntlnte a rate prior to charglng the Joint Account or shal] charge the JOint Account for overhead based on
the Collowing rates;

A, 5 % of total costs through $100,000; plus

B, 3 % of total cosl!! In excess of $100,000 but leBs than $1.000,000; plus
2C. % of total costs in excess of $1,000,000.

~xpelldf i
l
t
h
u,re

S
88U?jeat to the overheads above will not be reduced by insurance recoveries, and 110other overhead provi-

sums 0 IS ection III ahall apply,

4, Amendment of Ralc8r~epvetl',heahdratesiPr?vided C?r in thifl Seelion II! may he amended from lime to time only by mutual agreement between
e ar res erato I, m practice, the rates are found to be insuWclenl or excessive,

IV, PRICING OF JOINT ACCOUNT MATI!:RIAL PURCHASES, TRANSFERS AND DISPOSITIONS

~~~~~rr~scri~~athBib~e/o{toint Acconnt Material and ~h!lll make proper lind timely charges and credlt!l for all Material rnove-
option such M ~, 0 11 I'operty, Operator shall provide all Mlltel'ial for use all the Joint Property; however at OJlernlor'R
Material. such dt~r~:1J'bY' be 8urtle~ by the Non-Operator'. Operator shllll mnke timely dlsposltlon or idle ~nd/or ~lIt'Jllu~
Onerator may urch~~ em!!, rna 8 alther through sale 10 Operator or Non-Oneretor, division in kind, or 581e to oulsidera,
Material. The £apoaai~'r ~~~~~aIlCbe ~"nerblnoMobllgation to purchase, intereatof l'l(Jn·OperatOtR in surplua condition A or B

. . .. .' .. ue on to a e ateri.al not purchased by the Operator shall he agreed to by the Parties,

1. Purchases

Material purchased shall be char d t th i ld b .Material found to be def l'v ge R e pr ce pal y Operator after dedudi?n of all discounts received, In case of
when adjustment has bee~rJe: ?redrebtuftnhedoto vendor COl' any other reasons, credit shall be passed to the Joint Account

catv y e paratnr,

2. Transfers and Dispositions

Material Curni~hed to the ,foillt Property d M t ' It 'unless olherwiee agreed to by the P f an h lBIberta, ra
d
n8ferr

h
edfrom ~he JOI~t Property or disposed of by the Operator,

ar res. s a e price on t e follOWing baSIS excluaive oC cash discounts:

-5-



.----------~---~-m~
A. New Material (Condition A)

(1) Tubular Goods Other than Line Pipe

(a) Tubular goods. slsed 2% inches aD and larger, except line pipe, Rh~1Ibe priced at Eastern mill ~Ilb!iihe~
carload base prices effective n~ Olf dale of movement nlus lr~nsportatlon CORt uSI~g the 80:000 poup . car OR
weight basis to the rRilway receiving point nearest the JOInt Property [or which published rail I at.es [or
tubular goods exist. If the 80,000 pound rail rate Is not offered, the 7.0.000 pound or ?O.ilOO pound rail rale
may be used. Freight charges for tubing will be calculated from Lorain, OhIO and casmg from Youngstown.
Ohio.

(b) For grades which are special to one mill only. prices shall be computed at th.e mlllbase of that m!ll plus lran~-
pnrlation cost [rom that mill to lhe railway receiving point nearest the ,100nt ~roperty as provided a?ov~ III
Paragraph 2.A.(l)(a). For trnnaportation cOfit from points other than Eastern mills, the 30,00n pound Od Field
Haulers Association interstate truck rate shall be used.

(c) Special end finish tubular goods ~haJl be priced at the lowest published out-of-stock price. f.o.b. Houston,
Texas. pltls transportation COAL, IIRing Oil Field Haulers Assoctatlcn interRtate 30,000 pound truck rate, til
the railway receiving point nearest the Joint Property. <.

(d) Macaroni tubing (size less than 2% inch (0) shall be priced at the lowest published out-of-stock priceR f.u.h.
the auppller plus transportRtion costs, using the Oil Field Haulers ASMci!ltion 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 00 and larger with walla 'li inch and over) ao.ooo pounds or more
shlll1 be priced under prevlalcns of tubular goods pricing in Paragraph A.(l)(Il) as provided above. Freight
charges shall be calculated from Lorain. Ohio.

(b) Line pipe movements (except size 24 Inch OD and larger with walla 'l4 inch and over) less than 30,000 pounds
shall be priced at Eastern milt publiahed carload base prices effective as of date of shipment, plus 20 percent.
plus transportation CORta based on freight rates [18 set forth under provisions of tubular goods prielng in Para-
graph A.( l)(a) as provided above. Freight charges shall be calculated from Lorain, Ohio.

(c) Line pipe 24 inch OD lind over lind % inch Willi and hU'ger shalt be priced I.o.b. the point of manufacture
at current new published prices plus transpcrtntlon cost to the railway receiving point nearest tha Joint
Property.

(d) Li~e pipe. including fabricated Hne pipe, drive pipe and conduit not listed an 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 ahall. be priced at the cu:rent new price, In effect at date of Ir!0vement, ?-S listed by a reliable supply
store ~el\reBt the Jomt Property, or p0ll11 of manufacture, plus tranaportation costs, If appllcnhle, tn the railway
recelvlog point nearest the Joint Property.

(4) U~use? new Malel·lal. excent tubular gomlR. moved from the Joint Prnperty ~hai1 be priced at the current n~w
prrce, In effect on date of mov;ment. as HAl.edhy a reliable AUI.'Plystore n~"rest the Jolnt Propel·r.y, or point of
ljanUfdacture. plus trans.portnilO!1 coats, If applicable, to the railway receiving polnt nearest the JoinL Property,

nuse new tuhulars WIll be prtced as provided above in Paragraph 2 A (I) 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 uaed on and moved from the Joint Property

(a) Art sev"':rtY-fi~e percent (75%) o[ current new price, as determined by Paragraph,A, if Material was original1y
e mrg"" to Llle Joint Account as new Material or

(b) Ahtsixtdy-Five perc~!Ilt (65%) of Cllrrent new price. as determined by Paragraph A. if Malerial wa~ originally
c arge to the JOint Account as u~ed Material.

(3) Material not used on and moved from the Joint PI'operty

--.- Aheventy~tive-pe-rcellt (751!;)of current-new p;ic~~~deiermined h.v PRrRgra~h A.

The cost of reconditioning, if any, shall be ahscrbed by lhe transferring properly.

C. Other Used Material

,

(1) Condition C

~~~~'I~~~~~,rGSnot, in:n~n~f~nd aervieeable condition and not suitable for ita original function until after recun-
recondHloning &harrrb~ech~1' lelt~1rcent (fi0'!h) of ?urr~nt new ?rice aA d~~erm!ned by ParagTllllh A. The CORt of
does not exceed Condition BP;value. he recelving PI opel ty. provided ComlltlOn C value plus cost of recondition in I\"

-{)"



(2) Condition D
, bl f 'r "I urpose but usable fOf some other purpose shall be

Material, excluding junk, no longer su!ta e °OT I ,S O[,gtnaayPdispos~ of Condition D Material under procedures
priced 011a basis commensurate WIth Its use, pera or m
normally used by Operator without prior approval of Non-Operators,

, . d aa Iina nl hall be priced as Grade A and B aeamleas line pipe of com-
(a} CasIng, tubing, or d~il1 pipe udse ~s IntebP.lpeB d 'II pipe utilized as line pipe shall be priced at used line

parable SIM and weight. Use caSing, U Ing or n
pipe prices.

(b) Casing, tubing or drill pipe u8ed.a~ higher pre3~urfe aervlce lI~eb'~gano!t~~n~~~~~~U~~eet ~~t'u)~::~ooJ~ l~~:~f
shall be pr lced under norma! rrlclng procedures or casing, u 1 ,
be priced on a non upset basis.

(3} Cond ition E

Junk shall be priced at prevailing- prices. Operator mflY dispose of Condition Ii: Material under procedures nnr-
mally utilized by Operator without prior approval of Non-Operators.

D. Obsolete Material

Material which Is serviceable and usable for it.qoriginal function but condltion and~or value of such Material is ~ot
equivalent to that which would justify a price as. provided abo~e may be specially priced as agreed to by the Pnrt;es.
Such price should result in the Joint Account berng charged With the value of the service rendered by such Material.

E. Pricing Conditions

(1) Loading or unloading costs may be charged to lhe Joint Account at the rate of twenty-five cen.l~ (2M) per hundred
weight on all tubular goods movements, in lieu of actual loading OT unloadlng,coslq sustalned at the stocking
point. The above rate shall be adjusted a.~of th~ first day o[ April. each y~ar followlng' January 1, 19~5 by the same
percentage incl'ease or dc~ree~e used to adjust over-head rates In Section HI, Paragraph l.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 C08ts shall be charged at applicable percentage of the current knocked-down price of
new Material.

a. Pr-emium Prices

Whenever Material is not readily obtalnable at published or Ilsted 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 rl'oviding such Materia!, in malting 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
Non-Operators for such Material. Each Non.Operator shall have the right, by so electing and notifying Operator within
ten dayg after receiving notice from Operator, to furnish in kind all or part of his share of such Material suitable f01" use
and acceptable to Operator ..

4. War,ranty of Material Furnished By Operator

Operator does not warrant the Material furnished. In CRaeof defective Material, credit ahall not be passed to the Joint
Account unW adjustment has been received by Operator from the manufacturers or theh- agents.

V.INVENTORIES

The O,p4;irator shall maintain detailed records of Controllable Material.

L Periodic Inventories, Notice and Representation

At reasonable Intervals, Inventories shall be taken by Operator of the Joint Acoeun! 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 80 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.

2. Reconciliation and Adjustment of Inventories

Adjustments to the Joint Account resulting from the reconciliation of a physical Inventory ahall be made within sil(
months following the taking of the inventory. Inventory adjustmenta 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

-S~c'lal i"v;mto~ieR ma~ betaken whenever there is allY aals, change of interest, or change of Operator in the Joint Property.
I~ shall be the duty of the pnrty selltng to notify all other Par ties as quickly as possible after the transfer of interest lakes
P nee, In auch cases, both the seller and the purchaser al"ll.II be governed by such inventory. In caaes involving a change
of Operator, all Parties shall be governed by such inventory.

4. Expense oCConducting Inventcrtes

A. The ("penae oC~onducting periodic inventories shall not be ~h!lrged to the Joint Account unless agreed to by the
Parties.

B. The 8}(,Pengeof eonduettnz special Inventories shall be charged to the Partisa requesting such inventorles, except in-
venlones required due to change of Operator shall be charged to the Joint Account,

-t-



A. Operator shall, at nil limes while conducting operatlous on the Lease, carryor
cause to be carried, or self-Insure for, and charge to the Joint Account '
premiums for:

1, ~orker's Compeusatlon Insurance to c?mply W!lh the WOJ'~r'~ d
Compensation Acts of the State in which operattons lire con uc e .

Employer's Liability Insurance with a single lln~il of not less than the
minimum limits requlred by law In (he Slale(s) Itt which operatlons are
conducted or $1,000,000,00 per accident, whichever is the greatest.

Automobile Public Liability and Property Damage Insurance wilh a'
combined single Iimlt of not less than $1,000,000,00 for bodily injuries
or death and property damage.

EXHIBIT'lD"
t' A reement dated June 30 , 2005,

Attached to and made a part of that certaIn Opera mg 9 OIL & GAS COMPANY, INC., et al., as
by and between ULTRA RESOURCES, INC., as Operator, and LANCE
Non-Operators. '

3,

2.

Such policies shall contain underwriter'swalver of subrogation In favor of the
other Parties 10 this Operating Agreement. If Operator elects to self-Insure,
Operator is authorized to charge manual premiums to Ihe Joint Account.

Il. Each Party shall at all tlmes while the Operating Agreement is In effect carry or
cause to be carried or self Insure for the following coverages pertaining to lis
share of the liability assumed under the Operating Agreement.

1. Comprehensive General Liability Insurance, excluding underground
property damage, with a combined single limit of not less than
$500,000.00 combined single lunlt per occurrence,

2. Umbrella Llablllty wllh supplemental coverage In excess of the above In
the amount of $1,000,000,00.

g . Well-Ganim Hn~tlt'ilnc:e-with-tlmits-ufnut1cssthmr$5-;flefr;mltl:61T
-hn¥lng-R-Ber:luelilJle-ef-nel-mare-tJIl1ll4-l:0I},ogg;Oe:-

4. Care, custody and control coverage with ltmits of not less than
$100,000.00, or in lieu of coverage, Broad Form Property Damage
endorsement,

C. Any Party Individually may, at lts own expense, acquire such additional
Insurance as it desires: provlded, however, that such Party slmll make a good
ffllll! elfort to obtain walvers by the Insurer of all rlglus of subrogation ill Inver
of the other Partles to this Operating Agreement.

D. Any and all losses not covered by insurance or which fall within the applicable
policy deductible shall be borne by the parties hereto in the proportions of their
respecJ!V.e interests In !hcproject. Failure-ofany partj; 10 obtalninaurauceaa .
requiredunder Exhibit '"D" shall not change thnt Party's responsibility for their
portion of lhe loss.

E. Conlraclou. Operator shall use reasonable efforts (0 require IlIIcontractors
working or perform1ng services hereunder [0 comply with Worker's
Compensations ami Employer's Liability laws, both stale and rederal, lind said
conrrnctorsor other performing services shall be required to procure find
maintain Comprehensive General Ilablllty insurance wilh pollcy limits of at least
$1,000,000 per occurrence IIJld sald policy, or policies shall Include contractuul
liablllty assumed under (lilYcontract as between Ihe contractor nnd Operator, '

,'<.,' •



and carry such other insurance liS Operator deems necessary, Allpollcles
issued to provide coverage !IS provided for in this section shall be endorsed to
name the Operator and the Partles !IS additional insureds, All such policies shall
be endorsed with a Waiver of Subrogation as against Operator and the Parties.

P. If non-consent operations are conducted under the terms of this Agreement, the
cost of insurance requirements hereunder in regard 10 such operations, as well
as all losses, llabllitlea and expenses incurred as a result of such operatlon, shall
be the burden of the parties participating therein.

G. Bach party' shall provide lnsurancc certlflcates evidencing the above coverages
in ilemD to the respective Parties of (he Operaung Agreement.

..':~:r.



EXHIBIT "Eff

Attached to and made a part of that certain operating Agre~~~~~a;~~ & i~~~~~PANY, INC., ~t2~1~,5~s
by and between ULTRA RESOURCES,INC., as Operator, an
Non-Operators.

GAS DALANCING AGREEMENT '

1. Owuersblp of GDS Ps-oductlou . 1 k' k' d d
(u) It is the Intent of the partles that each party shall ha,ve the.~lg It to ta e 111 m an
separately dispose of its proportionate share of gas (includlllg c8stngl.lead gas) produced
from each Well all acreage ("ContrncIArcll") covered by the Operating Agrcement Io
which this Exhibit is attached ("Operating Agreement"),

(b). Operator shall eontrolthe gas producliollallu be responsible f~r administering the
provisions of this Agreement and shull mnke reasonable e~rorts, Lodeliver or cause to be
delivered gas to the parties' gas purchasers !IS may be req\ltre(~ UI orde~ 10 balance the
accounts of the parties in accordance with the provisions herem cnntained .. for purposes
of this Agreement, Operator shall maintain production accounts of the parll,ell based upon
tile number of MMl3tu's actually coutnincd in the gas produced from a particulns Well
for each party's account regardless of whether sales of such gus are made on a wet or dry
basis. All references in this Agreement 10 quantity or volume shall refer to.ul~ number of
MMBlu's contalned in the gas stream. Toward this end, Operator shall periodically
determine or cause to be determined the B tu content of gns produced from each Well on a
consistent basis and under standard conditions pursuant to any method customarily used
in the industry.

2, Bnlancing of Pro ducll 011 Accounts
(a) Any time a party, or such party's purchaser is.not taking or marketing Its full
share of gas produced from a particular Well ("non-marketing" party), the remaining
parties ("nuukeling" pnrties) shall have the right, but not the obligation, to produce, lake,
sell and deliver for such marketlng parties' accounts, in add ilion 10 Ihe Iull share of gas to
which the marketing parties are otherwise entitled, all or any portion of the gus
attributable (0 a non-marketing party'. (Gas attributable to a non-marketing party, taken by
II marketing party, is referred to inlhis Agreement as "overproduction") If there is more
than one marketing party laking gas nttributable 10 n non-marketing party, each marketing
party shall be entitled to take a non-marketing party's gas in the ratio that such marketing
party's interest in production bears 10 the total interest in production of all rnarketlng
parties.

(b) A party that lUIS not taken its proportionate share of gas produced from any Well
C'Uuderproduced Party") shall be credited with gas in storage equal to its share of gas
produced but not taken, less ils share of gas used in lease operntions, vented or lost
("underproduction"). Such Underproduced Party, upon giving timely written notice to
Operator, shall be entitled, on a monthly busts beginning the month at lenst thirty (JO)-
days following receipt of notice, to produce, lake, sell and deliver, in addition 10 the full
share of gas to which such party i3 otherwise entitled, a quantity orgas ("make-up gas")
equal to filly percent (50%) of the total shnre of gas attributable to 1111 parties having
cumulative OVerproduction (ludlviduslly called "Overproduced Party"). Such make-up
gas shall be crcdiled ugnlnst such Underproduced Party's accrued underproduction in
order of accrunl, Notwithstanding the foregoing and subject to subsection (e) below: (i)
an Overproduced Party shall never be obligated 10 reduce its takes 10 less than sixty
percent (60%) ofthe quantity to which such pnrly is otherwise entitled, and (ii) an .
Underproduced PnrtY·'slmlinever be allowed to make up underproduction during the
months of November, December, Jal1tI!IIY and Pcbruury.

(c) Iflhere is more than one Underproduced Party desiring make-up gas, each such
~nderpro~uced Party shall be entitled Lomake-up gas ln tho ratio Lhal such party's interest
1I~~roducllon ~ears to the totnl interest in production of 1111 parties then desiring make-up
g : A,ny portion of lhe make-up gas to which an Underproduced Party is entitled and.
which IS not takeu by such Undcrproducetl Party may be taken by any other
Unuerprouuccd Party(ies).

c" LI CIITY\ ULTIU\ . GDI\
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" " d d P I rired to furnish make-up gas,
d If there is more than one Overpro uce nr y reqi I It'"
e~ch such Overproduced Party silDII rur~lsli ms~e.up gDS!n the ratlo :~~!:~I~elnPr:r ~:red
interest in production bears 10 the IOlall~~c~et (l~f~:t~:\I;:c~f~~:rprodllced Paf~Y in OilY
[0 furnish make-up gas, Except as provt en. ' f s less lts share of the
Well shaH be entitled, on a monthly basis, to lake lis fuB share OJ ~~ '1' d d
make-up gas then being produced fronllhe parlieliisf Well ill W lIC \1 13 overpro uce .

(e) If Operator In good lnith believes that all Overproduced Pnrty has recovered one
hundred percent (100%) of such Overproduced Party's ~hare,of Ih~ ,recoverable reserves
from a Well such Overproduced Party, upon being noll ned l~ ,:,rltll1g ~[such fad by
Operator, shall cease taking gas from such Well and the remauung rartleS shall be
eutitled 10 take one hundred percent (100%) of such proullcllon until ~lte accounts, of the
parties are balanced, Thereafter, such Over-produced Party shall a,gam have 1I.1~fIght 10
lake its share oflhe remaining production, ifony, in accordance w!.th the prOVJSJOllS
herein contained. If such party disagrees willi Operotor's esllmnte'of reco.vernlJlfl
reserves, it shall notify Operator in writing within thi,rly (~O) days of receipt of the"
contested notice and Operator shall employ II recognized mdepelldent petroleum •
engineering firm ("engineer") 10 esllmnte the remaining gas recovemble from such We,ll
The detenulnatlon of such engineer shall be bindlng on all partles and shall nol be subject
10 judicial Of adminlstrutlve chnllenge or appeal. If such englneer's es{jl~ll1teof
recoverable gas is less than Of equal 10 120 percent of the Operator'.s est rmate, the
challenging party shall pay the costs of obtaining the engineer's estunate, If such
engineer's estimate of recoverable gas is greater than 120 percent of the Orenllo,r'~
estimate, the costs of obtaining such engineer's estimate shall be charged to the JOint
account of all parties. If actual production for at least twelve (12) months indicates that
Operator's prior estimate restricting a party's lakes was incorrect, such party shall have the
right 10 request the Operator to reconsider and such reconsideration may be contested as
set forth above,

3. ClIsh Ilalanclng upon Deplelloll ,
(0) If gas production from a Well ceases 01\(1110attempt is made to restore
production (O( substitute therefor) wilhin sixty (60) days, Operator shall distrlbule, within
ninety (90) days of Ihe date the \Veil Ins! produced gas, a statement of net unrecouped
underproduction and overproduction and the months and years in which such unrecouped
production accrued ("final uccountlng").

(b) "Within thirty (30) days of receipt of such Ilnal accounting, each Overproduced
Party shall remit to the Underproduccd Partlea proportionately ElS to thelr share of
underproduction, a SUIll of money (which sum shall not include interesl) equal 10 the
amount actually received by Overproduced Party for sales during l116l1lonth(s) of
overproduction, calculated in order of accrual but Iess appllcable taxes lind rensonabie
costs of marketing and transporting such gus actually paid by such Overproduced Party.
Such remlttance shall be based on number ofMMDtu's of overproductlon and shall be
accompanied by a statement showing volumes nnd prices for each month with accrued
unrecouped overproduction. A copy of'Ihe statement will be furnished to the Operator,

(c) "Operator nSSlIIl1eSno lillhility with respect to any such payment (unless such
payment is attributuble to Operator's overproduction), it being (he intent of the partlcs thllt
each Overproduced Party shall he solely responsible for reimbursing each Underproduced
Party for such Underproduced Party's respective share of overprcductlon taken by SUch _"
Overproduced Party lu accordance with the provisions herelucontaiued. If-any party fails

: to: pay ?nysum due under the terms hereof after demand therefor, responslblllty for the
collection of such sum shall rest with the party or parties to whom ills owed, and
Operator shall have no responsiblllty for collection,

(d) ~n delennlning the amount of overproduction for which settlement is due,
production taken during any month by an Underproduced Party in excess of such

C, \(,tClITY\ULTIUI.. aOI\
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Page 3Gas Balancing Agreement

Under-produced Party's share shall be treinted as ~\ake-up and shall be applied 10 reduce
prior deficits in the order of accrual of such deficits.

(e) . If refunds are later required by ariy governmental UUillO~I~:e~;~~r~:!:~lIbe
accountable for its respective share of such refunds as finally b

4.

;

I
Dellvurahlllty TC51s i • dl 'dual well stream for a
Al the request of any party, Operator may produce an In IVI. I I 'I d

(72) I in duration (or sue 1 onger per 0Deliverability test not to exceed seventy-two iours In ,

of lime as mny be mutually agreed upon by the parties) if requited under such requesting
party's gas sales or transportation contract.

5. Norulnatlous 1ID!1111pcline Imhalnncea
Each party shall, on a monthly basis, give O~era~or sumci~l1llime and 0[11[1 to co~firm
such party's nomination to the transportlng plpelinefs) or, If?pe,rator ~lDS so IIg~e d, I~
nominate such party's gas, If, for IIny reason, a party laking In kmd Wishes to C lange lis

, I' day (1) prior to such change.nomlnution such party shall give the Operator no Ice one , •
, Ior k I arty taking 111 kind informed ofOperator shall make reasonable best ef Oils to eep eac I p . , ,

d' I nth Any purty recerving noticechanges in production volumes lhat occur uruig eac I 1~10 • • •
of a failure of a market or the curtallment of transportation 01\ a pipeline shall .
immediately notify the other affected parties of such occurrence, so th~IIlPp~op£late
adjustments in production or nominations may be made, Elich par,ly (including Ope~alor)
nomlnallng gas shall make its reaaonable best efforts to comply wllh.any rre~eterlllllled
Allocation (lIDA) or Operational Balancing Agreemenl,<OBA) t~len In effecl,ln an effort
10 avoid pipeline imbalances and any fees lind/or penalties associated therewith,

Should actual production not equaltot~1 nomlnailons (except for normal day-to-day
flucluntlons in production or markets), Operator shall attempt 10 limit pipeline
Imbalances: .

I
I,

I) On a Well-by- Well basis, when nominations exceed production, Operator
shall not be required to confirm nominationa that exceed a party's working Interest
share of productlon, and

i
2) On a Well-by~Well basis, when production exceeda nominations, Operator
shall usc Its reasonable best efforts to curtail production to the level of each
party's nornlnatlon, I

I

Except asand to 11mextent caused by Operator's gross negligence or willful misconduct,
Operator shall not be responsible for any damage claimed by any party or third party or
for any fees and/or penalties associated wilh imbalances charged by any pipeline 10 any
party(ies). I
StateUllm(s i
On or before the twenty-fifth (25Ih) day of'the month following the month of production,
each party taking gas shall furnish or cause to be furnished to Operator a statement of gas
taken expressed ill terms ofMM!JIII'S, If uctual volume information sufficient to prepare
such statement is not rnude available 10 the tnklng party in sufficient time 10 prepare it,
such Inking party shall nevertheless furnish 0 statement of its good faith estlmnte of
volumes taken, Wilhin thirty (30) days ofthe receipt ofall such statements, Operator
shalt Iumish to each p!ltly_a statement of the gus balance.nmong the partles, lucluding the ..
total qUID-lillyof gas prodlii::ed Iorrneach Iormntlon iiI each Well; the portion thereof used
in operations, vented or \051, and the total quuntity delivered for ench party's account,
Any error or discrepancy in Operator's monthly statement shall be promptly reported 10
Operalor, and Operator shullmuke a proper adiustment thereof wilhil1thirty (30) days
after final determination of'the correct quantitles involved; provided, however, that ifno
errors or dlscreplltlcies nre reported to Operator within two (2) years from the date of any
statcment, such statement shall be conchislvely deemed to be correct, Additionally .
wilhin thirty (30) days from the end of each caleudnr year, non-operators shull furnish 10

6,
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. d fIi j t I verify cash balanolng
Operator, for the sole purpose of establIshing recor is s~ IC en o:lhly basis for the
values, a statement reflecting amounts actually rec~ vel o~ a III r Operator shall not
culend r ear preceding the immediately conclude ca en Elf yea. .
allow : p~rlY to produce gas for ita account during IIny month when such party IS

delinquent in so fumlshlng the monthly or nnnunLslalemenls.

7.

8.

9.

Payment ufTnxcs . I
Each party taking gas shall P[\YOf cause to be paid any and all product on, severance,
utility, sales,' excise, Of other taxes due on such gas.

Opernllng Expcnscs . A I
The operating expenses are to be borne as provided in the Operlllmg greemen,
regardless of whether all parties are selling or using gas or whether the sales and use of
each nre in proportion to [heir respective interest in such gns,

Overproducing Allownble
Each party shall give Operator sufficlent llme and data to enable Operato.r to m~ke
appropriate nominations, forecasts and/or filings with Ihe regulatory bodies having
jurisdiction 10 eslabllsh allowables. Elich party shall at all times regulate Its lakes and .
deliveries from the Contract Area so that the Well(s) covered hereby shull not be curtailed
for over-producing the allowable production assigned thereto by the regulatory body
having jurisdiction.

Pnyment or Leasehold Durden!
At nil times while gas is produced form lite Contract Area, each party agrees [0 make
appropriate settlement of all royalties, overriding royallies nnd other payments out of or
in lieu of production for which such party is responsible just as if such party were laking
or delivering to a purchaser such pnrty's full share, and such party's full share only, of
such gas production exclusive of gas used in operations, vented or lost, and each party
agrees to indemnify and hold each other party harmless from and against all claims
relating thereto. .

11.
,

Applh:ntlon of Agreement
If separate ownership interests exist in different formations, the provisions of'thls
Agreement shall be separately applicable find shall constitute n separate agreement wilh
respect to gas produced from each formation in each Well for that formation located on
the Contract Area.

12. Term
This Agreement shall terminate when gas production under the Operating Agreement
permanently ceases and the accounts of the parties are finally settled in accordance with
the provisions herein contained.

13. Operator's LIBlJ!lUy
Except as otherwise provided herein, Operator is authorized 10 administer the provisions
or [his Agreement, but shall have 110 llablllty 10 the olher parties for losses sustained or
liability incurred which arise out of or in connection with the performance of Opernlor's
duties hereunder except such as may result from Operator's gross negligence or willful
misconduct.

14. Audl'lI
Each Party hereto agrees [0 Irmiillalil monthly records as 10 I.h~volufues~d Prlc~s of gas I

sold, the volumes of gas used in its own operations, and the royally paid all such gus used
by ~uch Party In its own operations. Any Underproduced Party shall hove the right for a
p?r~od of~wo (2) ~ears afler receipt of payiuent pursuanl Io a final accounting and after
glVJl~g written nouce 10 all parties, 10 audit an Overproduced Party's accounts and records
relating 10 such payment, Any Overproduced Party shall have the right for a period of
IW~ (2) years alter lender or payment for unrecouped volumes and upon giving written
notice to 1111parties, 10 audlt an Underproduced Party's records as 10 volumes. The party

pl\aB i OF 8.



GIIS Balancing Agreement PageS

conducting such audit shall bear lis costs of the audit, Additionally, Operator shall have
the right for a period of two (2) years after receipt of an annual statement from a
non-operator under paragraph 6 after glving written notice to the affected non-operator, to
audit such non-operator's accounts and records relating to such payment. Costs of such
audit shall be borne by the joint account.

15. Successors and Assigns
The terms, covenants, and coudltlons of this Agreement shall be binding upon and shall
inure to the benefit of the pnrties and to their respective successors and assigns, and may
be asslgned in whole or in part from lime to Lime;provided, however, that (a) any such
assignment shall be made subject to this Agreement and ~s among the parties shall not be
valid withouL the express written acceptance of the terms of this Agreement by the
Assignee; (b) the Assignee shall acquire such interest subject to any overproduction
and/or underproduction imbalnnces existing at such time as well as DIlY cash balancing
obligation created thereby, and (e) no such assignment shall relieve the Assignor from
any obligation to .the other parties wlLh respect to any overproduction taken by Assignor
prior to such assignment.

Hi. Liquefiable Hydrocarbons Not Covered under Agreement
The parties shall share proportionately in and own all liquid hydrocarbons recovered wilh
the gas by lease equipment ill accordance with their respective interests.

17. Arhltratlon
Any controversy or claim arising out or or relating to this Agreement, or the breach
thereof which cannot be settled by negotiation, shall be settled by mediation administered
by the American Arbitration Association in accordance with its Commercial Medlatlou
Rules. Should the matter not be resolved by medlatlon within ninety (90) business days
following the submilttal of the mailer to mediation, then the parties hereto shall be free to
seek other dispute-resolution procedures, including, without limitation, arbilratlon (upon
the agreement of the parties) or iitlgatlon, .

BALANCE OF THIS PAGE IS LEFT BLANK.
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EXHIBIT "F"
Attached to and made a part of that certain Operating Agreement dated June 30 I 2005,
by and between ULTRA RESOURCES, INC., as Operator, and LANCE OIL & GAS COMPANY, INC., et al, as
Non-Operators.

NONwDlSCRIMINATlON AND CERTIFICATION
OF NONwSEGREGATED FACILITIES

The Parties shall be bound by and agree to comply with, the non-discrimination
~.provisions as contained In Section 202 of Executive Order 11246, dated September 24,

1965, and the rules, regulations and relevant orders promulgated pursuant thereto, as
amended, superseded or supplemented in whole or In part.

Each of the Parties will furnish all information and reports required by said
Executive Order, and by the rules, regulations and orders of the Secretary of Labor, or
pursuant thereto, and will permit access to Its books, records and accounts by the
contracting agency and the Secretary of Labor for purposes of investigation to ascertain
compliance with such rules, regulations and orders.

Each of the Parties certifies that it does not maintain or provide for its employees
any segregated facilities at any of Its establishments, and that it does not permit Its
employees to perform their services at any location, under its control, where segregated
facilltles are maintained.

S'\"'od\Ag reem."t,\P!N~OAle :!OOS\E>h F JOA SCPPA.doc



THERE IS NOT AN EXHIBIT "G" TO THIS AGREEMENT.



EXHIBIT "H"
Attached to and made a part of that certain Operating Agreement dated ~~~P~~}OI~Cb~ta~l~ as Non-
between ULTRA RESOURCES,INC., as Operator, and LANCEOIL & GAS ,'/ /

Operators.

MEMORANDUM OF OPERATING AGREEMENT
(and Mortgage and Flnandng statement)

KNOW ALL MEN BY THESE PRESENTS:

THAT, ULTRA RESOURCES, INC, (or such other party who may hereafter be designated and serve as
Operator under the terms of the below-mentioned Operating Agreement), hereinafter referred to as
"Operator", has entered Into an Operating Agreement with LANCE OIL & GAS COMPANY, INC" and
ANSCHUTZ PINEDALE CORPORATION, as "Non·Operators".

Such Operating Agreement Is dated June 30, 2005, as the same may have th:reafter be€ln amended.
That such Operating Agreement provides generally for this joint exploratlon~ develo~ment, and
production of oil, gas, and other hydrocarbons lying In and under the follOWing described lands,
attached hereto, all In Sublette County, Wyoming.

That the Operating Agreement shall amend and restate the Joint Operating Agreements
dated September 13, 1999 (the "1999 JOA") and January 25/ 2001 (the "2001 lOA")
insofar and only insofar as the 1999 JOA and 2001 JOA cover the Contract Area of this
Agreement, and shall supersede and replace all other previous Joint Operating Agreements
In their entirety with respect to the lands described herein as the Contract Area,

That the Operating Agreement provides that every sale, encumbrance, transfer, or other disposition
made by any party to the Agreement, shall be expressly subject to the terms and provislons of the
Operating Agreement and shall be made without prejudice to the rights of all other parties to the
Operating Agreement.

Among other material provisions of the Operating Agreement, Operator Is granted a first lien upon
all 011 and gas rights of the parties In relation to the above-described land and a security Interest in
each party's share of oil and/or gas when extracted and each party's Interest In all equipment. Such
lien and security Interest to secure payment of each party's share of expenses, together with Interest,
attrIbutable to the joint exploration, drilling, and production of hydrocarbons from the above-
described land. Operator Is further entitled to exercise the rights and remedies of a secured party
under the Uniform Commercial· Code. Upon default by any Non-Operator In payment of Its share
of expenses, Operator has the right, without prejudice to other rights and remedies,'to collect from
purchaser the proceeds from the safe of such Non-Operators share of oil and/or gas until the amount
owed by such Non'Operator plus interest has been paid. Upon request by the Operator, non-
defaulting parties shall reimburse Operator proportionately for amounts owed by any other Non-
Operator (to the extent unpaid within sixty (60) days from rendition of a statement). Each such non-

, defaulting party who makes payment of Its share of the unpaid amount shall be subrogated to the
security rights of Operator mentioned above. The Operating Agreement grants similar security
rights to Non-Operators to secure payment of the debts of Operator.

To give further effect to the provisions of the Operating Agreement, each Non-Operator does hereby
grant unto Operator a first lien and mortgage In and to all of Non-Operator's 011 and gas rights In the
Contract Area, Including aIf Its right, title, and Interest in the 011' and gas leases and the leasehold
estates In the Contract Area, and a security interest In all of Non-Operators share of oil and gas
extracted and produced from the Contract Area and Non-Operator's share and Interest in the
equipment used In the Contract Area, together with proceeds and products of all of the foregoing.
This mortgage and security agreement shall secure payment of all Indebtedness which may (or has)
become due and owing to the Operator pursuant to the terms and conditions of the Operating
Ag~eem.ent. .Operator grants a similar '"!1ortgageand security Interest to each Non-Operator.

All prospective assignees, mortgagees, or other parties claimIng some Interest or acquiring some
Interest by, through, or under any of the above-mentioned parties are put on notice of the priority
of the terms and provisions of the Operating Agreement and are further advised that Operator may
now or in the future clalm a lien against one or more of the Non-Operators under the terms of the
Operating Agreement.



MEMORANDUMOF OPERATINGAGREEMENT(continued)

The Operating Agreement contains other provisions which limit and restrict the rights of the parties
in relation to their specific interests in and to oil and gas rights. A true and correct copy of such
Operating Agreement Is available for inspection during business hours at the offices of Operator.
Further, Information as to amounts unpaid by individual Non-Operators In relation to which Operator
presently claims a lien and security Interest, are available for inspection to all proper persons in the
office of Operator.

The Operating Agreement referred to above will terminate by its own terms pursuant to election
made In "Article XIII - Term of Agreement".

ULTM RESOURCES, INC. (OPERATOR)

This Memorandum may be executed in any number of counterparts. Counterparts may be combined
to form a single instrument for record Ing purposes. All parties need not execute in order for the
Memorandum to be effective. Failure of a party to execute is not Intended to In any way limit the
notice given by the filing of this Memorandum.

, DATED this 30th day of June, 2005.

By;----'='~Name: r.,J -rl'(.~"""';"-+------

TItle: Iff F

atlon.

STATE OF COLORADO

COUN1Y OF \'\.pm).g I

§
§ S5

9

---'::s:...···!.:=iJ:....:..I'UL~_, 2005,

LANCE OIL &. GAS COMPANY, INC. (NON.OPERATOR)

By:
Nam~e~:-------------------------
Title:

STATE OF COlORADO

COUNTY OF-----
§
§ S5
§

~ye foregoing Instrument was acknowledged beFore me this _ day of _
,2005,

. of LANCE OIL &. GAS C . .' as ~~;';;;~--:::::--;::w;-:;;:;::::-:--~-:-:-7---,,--. ... ... _OMPANy,INC~, a Delaware corporation; on behalf of the corporation.

Notary Public In and for the State of Colorado

My commission expires:



MEMORANDUM OF OPERATING AGREEMENT (continued)

The Operating Agreement contains other provisions which Umlt and restrict the rights of the parties
In relation to their spedflc Interests In and to all and gas rights, A true and correct copy of such
Operating Agreement is available for Inspection during business hours at the offices of Operator,
Further, Information as to amounts unpaid by IndivIdual Non-Operators In relation to which Operator
presently claims a lien and security Interest, are available for Inspection to all proper persons In the
office of Operator,

The Operating Agreement referred to above will terminate by Its own terms pursuant to election
made In "ArtIcle xm - Term of Agreement".

This Memorandum may be executed in any number of counterparts, Counterparts may be combined
to form a Single Instrument for recording purposes, All partIes need not execute In order for the
Memorandum to be effective. Failure of a party to execute Is not Intended to 111 any way limit the

flotlce given by the filing of this Memorandum. .

DATED this 30tlt day of June, 2005.

By:Nam·~e:~-------------------------

Title:

ULTRA RESOURCES, INC. (OPERATOR)

STATE OF COLORADO

COUNTY OF _

§
§ ss
§

-;:e foregoing Instrument was acknowledged before me this __ day of , 2005,
Y . , as _

of ULTRA RESOURCES, INC., a Wyoming corporation, on behaff or the corporation. -

Notary Public In and for the State of Colorado

My commission expires:

LANCE OIl. Be GAS COMPANY, INC. (NON-OPERATOR)

BY: ... ~ft/'Name:
T1t1e: MMk R. Petty, A • act

SfATE OF COLORADO §
§ 55

COUNTY OF ~,j' 1A- §

The~olng Instrumen.t.=s acknowledged before me thISd4.u. daY~f ...t... 2005
by_1na....4. ..g, r: as ~ - - ;;;;;;Z:::'. '
oJ lANCEOIL Be GAS COMP Y r INC., a Del~~vare corporation, 0;; b;;haTrClftheor;;or<lti~~ --,,--

. . -_.. -- ,., - ..~- , ;

GRETCHEN M DAR NAY
Notary Public

State or Colorado

My commission expires: 1/tl (;;4 au 7



By: fIf&H#~
Name;~"""''''~
Tltle: .;P..Asto"'Ur

MEMORANDUM OF OPERATING AGREEMENT (continued)

ANSCHUTZ PINEDALE CORPORA1l0N (NON-OPERATOR)

COUNTY OF DENVER

'§
§ ss
§ b",

knowledged before m:!f~,.Qi~ day of, S)~ ,2005,
:7.":-::':''::I:1::::--'~'';'±---:-4--':-'-t-\''-l'-\l------' as -p~ .i\ .b

PORA1l0N, a Colorado corporation, on behalf of the corporation.

STATE OF COLORADO



WYW-135123
USA
Cenex, Inc.
ONLY INSOFAR AS IT COVERS:
Township 32 North. Range 109 West. 6th P.M.
Section 16: lots 1 - 9
297.79
297.79

MEMORANDUM OF OPERATING AGREEMENT(continued)

all and Gas Leases and/or all and Gas Interests Subject to this Agreement;

BlM Lease No.:
lessor:
lessee:
Description:

Gross Acres:
Net Acres:

BlM lease No.:
Lessor;
Lessee:
Description:

Gross Acres:
Net Acres:

State of Wyoming
lease No.:

lessor:
lessee:

. Description:

Gross Acres:
Net Acres:

WYW-06286
USA
Donald B. Anderson
ONt Y INSOFAR AS IT COVERS:
Township 32 North. Range 109 West. 6th P.M.
Section 27: NW/4
Section 28: NE/4
Section 35: N/2, SE/4
800.00
800.00

ST-WY-94-00293
State of Wyoming
Cenex, Inc •
ONt Y INSOFAR AS IT COVERS:
Township 33 NQrth. Range 109 West. 6th P.M.
Section 16: SW/4, SW/4SE(4
200.00
200.00
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