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PLAN OF UNITIZATION FOR KNOX BROMIDE SANDS UNIT
GRADY AND STEPHENS COUNTIES, OKLAHOMA




the Unit Operator save only the lien granted the Unit and
the Unit Operator under this Plan of Unitizatlon.

F. Render for ad valorem tex purposes, any and all
leapehold rights and interests, facllities and personal
property comprising or used in connection with the opera-
tion of the Unit Area and which may be sublect to nd valorem
taxation under present or future laws, and shall pay all such
ad valorem taxes at the Lime and in the manner required by
law. Taoxes go pald shnll be charged to the joint account as
other items of Unit Expense.

10.4 Employees. The number of employees, the selection of such
employees, the hours of labor and the compensation for services to be pald
any and all such employeee shall be determined by the Unit Operator. Such
employees shall be the employees of the Unit Operator.

10.5 Drilling by Unit Operator. The Unit Operator shall have the
right to drill any well to be drilled hereunder in the Unit Area with its
own or rented tools and equipment, or to cause such well to be drilled by
a responsible drilling contractor selected by the Unit QOperator on & compe-
titive bid basis. Each such well shall be drilled under the game terme and
conditions as are customary and usual, in the immediate area of the Unit in
contracts of independent contractors who are doing work of a similar nature.
Before the commencement of drilling of any such well on which the Unit Cpera-
tor uses its own or rented tools, the Operating Committee shall approve the
basis on which sald well shall be drilled.

10.6 Discharge of Unit Operator and Election of Successor. The
Operating Committee may discharge a Unit Operator by the affirmative vote
of a majority of the Lessees having not less than seventy-five percent (75%)
of the combined voting interest in the Unit exclusive of the voting interest
of the Unit Operator. The election of a successor Unit Operator shall be by
the affirmative vote of not lees than five (5) Lessees owning not less than
seventy-five percent (75%) of the combined voting interest of all Lessees;
provided that the discharged Unit Operator shall not vote to succeed itself
as Unit Operator; provided further, that if the discharged Unit Operator
fails or refuses to vote, then only seventy-five percent (TS%) of the com-
bined voting interest of Lessees other than the discharged Unit Operator
shall be sufficient to designate a new Unit Operator. A Unit Operator may
reslgn at any time; however, nelther the initial Unit Operator nor any suc-
cessor Unit Operator hereunder, shall be released from the powers, rights
end duties of Unit Operator for six {6) months after its discharge or
resignation, unless a successor Unit Operator shall have been designated
by the Lessees and shall have taken over the powers, rights and duties of
Unit Operator hereunder prior to the expiration of said pericd.

11
UNIT EXPENSE

11.1 Payment of Cost. The Unit Operator in the first instance shall
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pay and discharge all cost and expense incurred in the development and
operation of the Unit Area and in the conduct of the activities and affalrs
of the Unit. A1l such cost and expense lncurred in the development and
cperation of the Unit Area shall be in accordance with thie Plan of Unitiza-
tion and the Accounting Procedure hereto attached, marked Exhibit "C" and
made a part hereof; provided, however, that in all cases where a confliect
exlsts between the body of this Plan of Unitization and said Exhiblt "C",
the provlisions of the body of this Plan of Unitization shall control. All
other costs and expences rhall be only such sums as are approved by the
Operating Committee.

11.2 Apportionment of Unit Expense. All such Unit Expense as 1t
accrues shall be charged to the several Separstely Owned Tracte in the Unit
Area in proportion to their respective percentages of interest in the Unit
as set forth and shown in Exhibit "B".

11.3 Payment by Lessees. Except as may be otherwise hereinafter
specifically provided, the Lessee or Lessees obligated or responsible for
the cost and expense of operating a Separately Owned Tract for 011 and Gas
in the absence of unitization shall, in the same proportion and to the same
extent, be chargeable with and responsible for the payment of the Unit Ex-
pense charged agalnst such Separately Owned Tract.

11.4 Billing and Advance Payment. The Unit Operator shall, on or
bvefore the last day of each calendar month, render to each Lessee within
the Unit Area s statement of all charges and credits during the preceding
month and of the amount due from or to each such Lessee with respect to
each Separately Owned Tract. If the Unit Operator so elects, such sgtate-
ment of account may also include a charge by way of an advance of the pro-
rortionate part of the eatimated Unit Expense for the ensuing month charge-
able to the Lessee against whom such statement is rendered, using as a basis
therefor the budget hereinafter provided for. Except as may be otherwise
provided herein, each Lessee chargeable with the payment thereof shall, within
twenty (20) days from the mailing of such statement, pay to the Unit Operator
the amount thereof. If not paid when due, the unpaid balance shall bear
interest at the rate of six percent (6%) per annum compounded annually until
paid. Payment of any such statement shall not prejudice the right of any
Lessee to protest or question the correctness thereof; provided, the Unit
Operator shall not be required to adjust any item of charge or credit un-
less aiclaim therefor has been presented in writing within twelve (12)
months after the approval by the Operating Committee of the audit for the
period in which the charge or credit was made.

11.5 Budgets. Before or as soon ag practical after the Effective
Date hereof the Unit Operator, subject to the approval of the Cperating
Committee, shall prepare a budget of estimated Unit Expense for the remainder
of the calendar year and on or before the first day of each October thereafter
shall prepare a budget of estimated Unit Expense for the ensuing calendar
year, which budgets shall set forth the estimated Unit Expense by quarterly
periods. Unlese otherwise speciflied in the budget, it shall be presumed for
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the purpose of advance billings as aforesald, that the estimated Unit Ex-
pense for each month of a quarterly period shall be one-third (1/3) of the
estimate for the quarterly period. Budgets so prepared shall be estimates
only and shall be subject to adjustment and correction by the Operating
Committee and Unit Operntor from time to time whenever it shall appear
that an adjustment or correction is proper. A copy of each such budget
and ad)usted budget shall be promptly furnished each Lessee wlthin the
Unit Area.

11.6 Non-Payment by Individual Lespee. In the event a Lessee ig
unable to meet promptly its filnancial obligatlions In connection with the
Unit, the unpaid balence of its portion of Unit Expense shall be carried
by the other Lessees, who have executed this Plan of Unitization and such
amount shall bear interest at the rate of six percent (6%) per annum, com-
pounded annuslly, and shall be due and payable out of total proceeds from
such defaulting Lessee's share of the Unit Production. All credits to any
such Lessee on account of the sale or other disposal of surplus material or
equipment, or otherwise, shall be applied against any such unpaid Unit Ex-
pense charged agalnst such Lessee,

11.7 Billing of Defaulted Payments. Amounts so carried as aforesaid
in Paragraph 11.6 shall be billed to and paid by &ll non-defaulting Lessees,
who have executed this Plan of Unitizatlion in the proportion that the interest
of each in the Unit bears to the total interest in the Unit of all such
Lessees. Lessees so paying the same shall be reimbursed therefor, together
with interest thereon, as and when the amounts so carrled and the interest
thereon are collected from the Lessees primarily chargeable therewith.

11.8 Liene and Foreclosures., The Unit shall have a first and prior
lien upon the leasehold interest {exclusive of one-eighth (1/8) royalty in=-
terest) in and to each Separately Owned Tract, the interest of the owners
thereof in and to the Unit Production and all equipment in possession of the
Unit, to secure the payment of the Unit Expense and other items of cost
properly charged to and sgainst such Separately Owned Tract, provided that
such lien may be enforced against overriding royalty interests, 01l and Gas
payments, royalty intereste in excess of one-eighth (1/8) of the production,
or other interests which are otherwise not chargeable with such costs, only
in the event the owner of the Interest or interests primarily responsible
fails to pay such Unit Expense when due, and the production to the credit
thereof 18 insufficient for that purpose. In the event the owner of any
royalty interest, overriding royalty, 0il and CGas payment or other interest
which under this Plan of Unitization 18 not primarily responsible therefor
pays any part of such Unit Expense for the purpose of protecting such in-
terest, or the amount of such Unit Expense in vwhole or in part is deducted
from the Unit Production to the credit of such interest, the owner shall, to
the extent of such payment or deduction be subrogated to all of the rights
of the Unit and of the Unit Operator with respect to the interest or interests
primarily chargeable with such Unit Expense. A one-eighth (1/8) part of the
Unit Production allocated to each Separately Owned Tract shall in all events
be regarded as royalty to be distributed to and among or the proceeds thereof
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paid to the owners of the nommal one-eighth (1/8) royalty free and clear
of all Unit Expense and free of mny lien therefor. The lien hereinabove
provided for shall be for the use, benefit and protection of the Unit
Operator or other Lepsees or Persons entitled to receive or share in the
monles, the payment of which is secured thereby, and in the event of
failure of the Unit lo enforce such lien, the Unit Operator or other Par-
sons entitled to the benefit thereof, shall be subrogated to the lien
ripghts of the Unit, including the right of foreclosure. The lien may be
foreclosed at any tlme after a Person is in default. Foreclosure shall
be made by a proceeding in equlty In the District Court of Stephens County,
Oklahoms, or other court having jurisdiction.

11.9 B8ale of Unit Production to Pay Coet. In the event of a
fallure of any Lessee to pay ita share of the Unit Expense when due, the
Unit Operator shall be entitled to take and market, or ltself purchase at
the prevaliling market price in the area the Unit Production to the credit
of such Lessee or to the credit of the interest or interests chargeable
with such Unit Expense, or to otherwlse collect and recelve the proceeds
from the sale thereof, and shall apply all such sums so collected against
the delinquent or unpaid Unit Expense due from such Lessee or interest, the
balance of such proceeds, if any, to be paid to such Lessee or Person en-
titled thereto; provided, that such defmulting Lessee or Person shall be
permitted to teke Its share of the Unit Production so long as it shall
account to Unit Operator on & current month to month basis for its pro-
portion of the value thereof as might have been deducted from the proceeds
by Unit Operator under Paragraph 11.6 of this Section 11 had said Unit Pro-
duction been sold by Unit Operator. Unit Operator shall be entitled to take
and market or itself purchase such Unit Production only during such time or
times as such Lessee or Person fails to pay its share of Unit Expense when
due, with accrued interest thereon, if any; provided, however, that the Unit
Operstor shall not be entitled to take and market, or itself purchase, the
Unit Production to the credit of a Lessee who fails to pay its share of Unit
Expense when due, or to the credit of the interest or interests chargesble
with or subject to the lien of such Unit Expense, if, and during such time,
as the proceeds of such Unit Production are made payable to the Unit Operator
by the execution and delivery of a good and sufficient assignment, division
order, transfer order or other appropriate instrument, and such Unit Pro-
duction is sold by the Lessee or other Person or Persons entitled thereto
at prices not less than the current market prices prevailing from time to
time. The Unit Operator may likewise take any other credit due any such
Lesgsee or interest and apply the same against sume due from such Lessee or
interest for Unit Expense.

11.10 Credits. Any and sll income and credits received by Unit
Operator on account of Unit operations hereunder, from whatever source re-
celved, shall currently be accounted for and credited to the Lessees or
interests entitled to credit therefor.
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12
INITIAL ADJUSTMENT OF INVESTMENT

12.1 Property Taken Over. Upon the Effective Date hereof the
Lessees ghall deliver to the Unit Operator:

A. All wells within the Unit Area completed In the
Bromide Sande, in suitable mechanical condition as deter-
mined by the Operating Committee, but subject to the pos-
segsory rlghts herein reserved to the Lessees of a Separately
Owned Tract with respect to any well thereon which is dually
completed so as to also produce from a formation other than
the Bromide Sands.

B. All casling in such wells which shall be divided
as follows:

(1) The casing in any well completed in the
Bromide Sands only shall belong to the
Unit.

(2) The casing in any well which is dually
completed in the Bromide Sands and in
any formation other than the Bromide
Sands shall, with respect to the portion
thereof between the surface and the base
of the Bromide Sands, belong fifty per-
cent {50%) to the Unit and fifty percent
(50%) to the lLessees of the Separately
Owned Tract on which such well is located.

C. The wellhead, tubing, packers and other equipment
in the well, if a single completion in the Bromide Sands, or,
if a dval completion, the like equipment which serves the
Bromide Sands.

D. All other lease and operating equipment serving the
Unit used in the operation of such wells except that which the
Operating Committee considers obsolete or unsuitable to the
future coperation of the Unit.

E. All production and well records and cther data per-
talning thereto.

12.2 Property Not Taken Over. Upon the Effective Date the ILessees
shall retaln possession of:

A. The wellhead, tubing, packers and other equipment
in end on a dually completed well which is serving a forma-
tion other than the Bromide Sands, and an undivided fifty
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percent (50%) interest in the casing in such well between
the surface and the base of the Bromide Sands, and all in-
terest in the casing in such well below the bagse of the
Bromide Sands.

B. Lease and cperating equipment which 1s serving a
formation other than the Bromide Sands.

12.3 Inventory and Evaluation of Personal Property. The Operating
Committee shall:

A. Inventory and evaluate in accordance with the
provisions of Exhiblt "C" all personal property and equip-
ment. so taken over other than casing and tubing in the wells
which shall be evaluated ap hereinafter provided. TItems of
property or equipment consildered obsolete or not sultable
for the future operation of the Unlt shall remain the prop-
erty of the Lessee.

B. Inventory the respective footages of all tubular
goods in each well, which tubular goods sghall be assigned
the following values, subject, however, to the adjustment
for depreciation hereinafter stated:

20 inch $ 7.493 per foot
16 " 5.261 "
13 3/8 " 6.252 "
95/8 " S5.M432
T 5/8 " 5'569 1
T " hooh
51/2 " 3.192 "
5 " 2.286 "
23/8 " 2.218 "
21/2 " 862 "
2 L1} .725 11}

The values assigned tubular goods pursuant to the above
gchedule shall be reduced by an adjustment for deprecia-
tion, which reduction shall be determined by multiplying
the respective valuee by a fraction the numerator of which
is the number of full calendar months between the comple-
tion date of the particular well in which the inventoried
goods are installed and the Effective Date of the Unit and
the denaminator of which is 300.

C. With respect to dually completed wells, only such
tubing and other producing equipment as serves the Bramide
Sands shall be included in the inventory, and only an un-
divided fifty percent {50%) of the casing between the sur-
face and the base of the Bromide Sands and none of the
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casing below the base of the Bromide Sands shall be in-
cluded in the inventory.

D. Upon completion of the lnventory and evaluation
of personal property, each lLessee shall be credlited with the
ad justed value of 1ts interest in all personal property
taken over by the Unit under Section 12.1 hereof, and shall
be charged with an amount equal to that obtained by multiply-
ing the total adjusted value of all personal property taken
over by the Unit under Section 12.1 hereof by such Lessees's
aggregate unit participation. If the charge agalnet any
Lessee 18 greater than the amount credited to such Lessee,
the resulting net charge shall be an item of Unit Expense
chargeable againgt such Lessee., If the credit to any Lessee
18 greater than the amount charged against such Lessee, the
resulting net credit shall be pald to such Lessee by Unit
Operator out of funds received by it in settlement of the
net charges described above. On and after the Effective
Date hereof, each Lessee, individually, shall by virtue
hereof own an undivided interest, equal to its aggregate
Unit participation, in all personal property and fecili-
ties taken over or otherwise acquired by the Unit pursuant
to this agreement instead of separately owning the personal
property delivered by it to the Unit.

E. The cost of taking and pricing such inventory
shall be borne as an item of Unit Expense.

12.4 Adjustment for Intangible Drilling Costs.

A. Bach of the wells to be taken over by the Unit is
hereby assigned credit for the intangible drilling cost eet
opposite it below, which cost represents approximately the
actual intangible drilling cost of such well:

Bell
Sec. T-3N-SW $568, 500
Teter

Sec. 18-3N-5W $700,000
Reed

Sec. 20-3N-5W $625,500
E. E. Harrison

Sec. 29-3N-5W $608,500
Baker

Sec. 33-3N-5W $530,000
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McKinney-Woods

Sec. 1(-3N-5W $4hg, 000
Ilarrison "B"

Sec. 28-3N-5W $621, 500
Brickel

Sec. b-2N-5W $548, 500
Kreiger

Sec. 3-2N-5W $664 ,000
Hussey 1-X

Sec. 10-2N-5W $624,500

B. The values assigned for intangible drilling costs
pursuant to the above schedule shall be reduced by an adjust-
ment for amortization, which reduction shall be determined by
multiplying the respective values by a fraction the mumerator
of vhich is the number of full calendar months hetween the com-
Pletion date of the particular well and the Effective Date of
the Unit and the denominator of which is 300.

C. Upecn the Effective Date of the Unit, each Lessee
shall be credlited with the adjusted value of its interest in
all intangible drilling costs applicable to the wells specified
in Section 12.4, Paragraph A, and shall be charged with an
amount equal to that obtained by multiplying the total adjusted
value of all intangible drilling coste specified in Paragraph A
of Section 12.4 by such Lessee's aggregate Unit Participation.
If the charge against any Lessee 18 greater than the amount
credited to such Lessee, the resulting net charge shall be an
item of Unit Expense chargeable against such Lessee. If the
credit to any Lessee 18 greater than the amount charged againat
such Lessee, the resulting net credit shall be paid to such
Lessee by Unit Operator out of the funds received by it in
settlement of the net charges described above.

12.5 General Facilities. The acquisition of warehouses, warehouse
stocks, lease houses, camps, gathering facilities, processing plant facilities,
and office buildings considered necessary or desirable to the operation and
development of the Unit Area shall be by negotiation between the owner thereof
and the Unit Operator, subject to approval of the Operating Committee. There
shall be no adjustment for roads, bridges, cattle guards, and so forth.

13
OIL AND GAS MARKETED IN EXCESS OF ALLOWABLE

13.1 01l and Gas Marketed in Excess of Allowable., If on the Effec-~
tive Date of unitization 0il and Gas in excess of allowable has been produced
and marketed from a Separately Owned Tract, such excess 0il and Gas production
shall be considered Unit Production delivered to such tracts.




14
PLAN OF OPERATION

14%.1 Plan of Operatlon. From and after the Effective Date hereof
the Unit Area shall be developed and operated as a Unit as follows:

A. As soon as reasconably practical after the Effective
Date hereof the Operating Committee, with due diligence and in
accordance with good engineering and production practices, shall
undertake to build, secquire or procure the use of processing
plant and gas cycling facillties sufficient in capaclty to
handle Unit Production, and shall initiate the injectlon of
gas, water or other substances into the Unit Area to effec-
tively and without waste and wlthin economic limitations re-
sult in the greatest ultimate recovery of 01l and Gas from
the Unit Area,

B. Such other methods of operatlions shall be conducted
as may from time to time be determined by the Operating Com-
mittee to be feaslble, necessary or degirable to efficiently
and substantially increase the ultimate recovery of 0il and
Gas from the Unit Area, provided the estimated additional cost
thereof deces not exceed the value of the additional 0il and
Gas to be B0 recovered.

C. Nothing herein contained shall prevent the Operating
Committee from abandoning or chenging, in whole or in part, any
particular method or methods of operaticn, including the opera=-
tione required under Paragraph A above. '

15
RIGHT TO INFORMATION

15.1 Access to Area and Records. Each and all Lessees within the
Unit Area and the Supervisor shall have acceess to the entire Unit Area at
all reasonable times to inspect and observe operationa of every kind and
character on the property, and shall have access at all reasonasble times
to any and all information pertaining to wells drilled, production secured,
marketing of Unit Production and to the books, recorde and vouchers relating
to the operation of the Unit Area. Unit Operator shall, upon, request, fur-
nish to any such Lessee & record of crude oil runa, reports of stock on hand
at the first of each month, and any other pertinent information pertaining to
the Unit Area or development and operation thereof.

16

LIABILITY

16.1 Members of Committees. No member of the Operating Committee
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or any other Commlttee shall be personally liable or Individually respon-
sible for any act, error, default or omiesion as a member of such Committee
or Committees,

16.2 Unit and Unit Operator. Neither the Unit nor the Unit Opera-
tor shall be liable or responsible under any of the provislions of this Plan
of Unitizaetion for eny acts or omissions resulting from cmupes beyond the
control of the Unit or such Unit Operator, or from other causes which by
the exercise of due diligence would not have bLeen prevented or overcome.

16.3 Damage to Unit Area. Unit Operator shall not be liable or
responsible for any damage to the Unlt Area or the property, equipment or
facilities used in the development and o¢peration thereof, or for the loss
of any production arising out of its operation of the Unit Area, except
only for bad falth or gross negligence in connection therewith.

16.4 Payment. In the event, notwithstanding the foregoing pro-
visions of thie Section, the Unit, the Unit Operator, or any member of
the Operating Committee, or other Committee or any Person is held liable,
by a court of competent Jurisdiction, for any matter or thing for which
it 1s herein provided that the Unit or Person so named shall not be liable,
the amount of such liability as finally determined shall thereupon be
treated, regarded and pald as an item of Unit Expense.

17
CHANGE OF INTEREST

17.1 Change of Interest. All transfers (by operation of law or
otherwise), assignments and conveyances of any interest in, or with respect
to, any of the Separately Owned Tracts within the Unit Area shall be subject
to the terms, provisions and conditions of this Plan of Unitization, but
shall not be binding on the Unit or the Unit Operator unless and until a
photostatic or certified copy of the recorded instrument or final Judicial
decree evidencing such change of ownership has been delivered to the Unit
Operator. Each such transfer, assignment or conveyance, whether so stating
or not, shall operate to impose upon the Person or Persons acquiring such
interest the obligation of the Predecessor in interest with respect to the
interest so transferred and shall likewise operate to give and grant to the
Person or Persons acquiring such interest all benefit attributable hereunder

to such interest.

18
AUDITS
18.1 Audits. The Operating Committee by vote, excluding the vote
of Unit Operator, shall cause an audit to be made of the books, accounts and

records of the Unit Operator regarding matters pertaining to the Unit and
the operation of the Unit Area not more often than once each year and shall
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furnish a copy thereof to each of the Lessees within the Unit Area. Each
puch andit shall cover the perlod intervening since the last audit. The
audit shall be made by an Auditor or Auditing Committee from the Accounting
5taff of one or more of the Lesgees within the Unit Area. The cost of all
such audits shall be borne by all Lessees, excluding the Unlt Operator, in
proportion to the Traclt Partlicipation as set out in Exhibit "B" hereto
attached.

19
RIGHTS-OF-WAY

19.1 Rights-of-Way. The Unit and Unit Operator shall have an
easement and right-of-way on, over and across nll the lands in the Unit
Area for the purpose of layling, constructing, bullding, using, maintaining,
operating, changing, repairing and removing pipe lines, tanks, telegraph
and telephone lines, water lines, and other tacilities for the development
and operation of the Unit Area for 01l and Gas and for the gathering, hand-
ling and disposal of the Unit Production; provided, the Unit shall pay all
damages to growing crops, fences, improvements and structures on the land
resulting from the exercise of the righte and privileges granted by this
Paragraph.

19.2 Water Rights. The Unit and Unit Cperator shall have free use
of water from the lands within the geographlcal limlits of the Unit Area for
operations hereunder excepi water from private wells, lakes, ponds, or ir-
rigation ditches of the landowners but such exceptions shall not apply to
Lessees.

20
CLATMS, SUITS AND JUDGMENTS AGAINST INDIVIDUAL LESSEES

20.] Method of Handling. In the event claim is made agalnst any
af the Lessees or any such Lessees are sued on account of any matter or
thing growing out of the development and operation of the Unit Area by the
Unit and over which such Lessee or Lessees have no control because of the
rights, powers and duties herein granted toc the Unit or Unit Operator, eaid
Lessee or Lessees shall immediately notify the Operating Committee in writ-
ing of such claim or sult. The Operating Committee shall assume and take
over the further handling of such cleim or suit and in pursuance thereof
mey select an ettorney or attorneys for that purpose, who subject Lo the
directions of the Operating Committee shall have the exclusive right to
direct and control the settlement or defense thereof. 8Should such claim
be gettled or final judgment be entered against any such defendant or de=
fendants upon said cause of action and any such defendant is required to
pay or satisfy such Jjudgment or expense of litigation in whole or in part,
the amount of such settlement or jJudgment shall be treated, regarded and
pald as any other item of Unit Expense. Nothing herein contained shall
apply to or relieve any such Lessee or Lessees of liabllity which may have
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accrued prior to the Effective Date of this Plan of Unitization or liability
which may arise in consequence of the fallure of title of any such lLessee
to any 011 and Gas Rights in and to the Unit Area.

21
TITLE INFORMATION

21.1 Title Information. Upon request of either the Operating
Committee or the Unit Operator, the Lessees of the several Separately
Owned Tracts shall furnish and meake avallable to the Unit or the Unit
Operator, as the case may be, an abslract brought to the date of the re-
quest, together with all other title information in the possession and
files of such lLessees, origlnal or true copies of all leases, assignments,
contracts, curative matter and all other date and information pertaining
to or otherwise affecting titles to the 011 and Gas Rights in and to the
Unit Area.

22
OTHER FORMATIONS

22.1 Rights. Although there may be other common sources of supply
of 011 and Gas overlying or underlying the Bromide Sands common scurce of
supply, this Plan of Unitization shall relate only to the Bromide Sands
common source of supply. Except as specifically provided in this Plan of
Unitization, all rights of eny and all Persons in and to such other reser-
voirs or common sources of supply of oll and gas and the production there-
from, together with the right of ingress and egress and the use of the
surface of the Unit Area for the exploration, development and operation of
such other reservoirs or common sources of supply of oil and gas, are ex-
pressly reserved unto the separate owners thereof, and shall, except as
provided hereafter remain unaffected by the creation of the Unit and the
adoption of this Plan of Unitization, all to the same extent as if this
Plan of Unitization had not been adopted, excepting further that in the
exercige of such rights the owners thereof shall have due regard for the
rights granted the Unit with respect to its operations hereunder.

22,2 Completion in Zones other than Bromide Sands. Except for
those wells taken over by the Unit which are dually completed on the Effec-
tive Date of thie Plan of Unitization, no other Unit wells may subsequently
be dually completed unless and until the approval of the Operating Committee
is obtained and such completion is made in accordance with the methods pre-
scribed by the Operating Committee.

22.3 Commingled Wells. A Lessee who contributes a well producing
from more than one zone shall be obligated to segregate such zones prior to
the well being taken over by the Unit in a manner satisfactory to the Operat-
ing Committee, the cost of such work to be borne by the Leasees contributing
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such well. If such zoncs are not segregnted prior to the Effective Date
then such work shall be done by the Unit at the expense of the Lesasees
contributing such well.

22.4 Remedial Work by Person. Any Person who wishes to recondi-
tion, redrill or work over any well, token over by the Unlt under this
Plan of Unitization for the productlon of 011 or Gus from any formation
other than the Bromlide 3ande shall submit his plan to the Operating Com-
mittee for approval, and upon wuch approval said work shall be performed
under the supervision of the Unit Operntor at the TPerson's own risk, cost
and expense. The productive capacity of the Bromide Sands in mny such
well prior to such reconditioning, redrilling or reworking shall be ascer-
tained by the Unit Operator prior to the commencment of such work, and
the respective Person so advised in writing., O3ald Person shall use all
reascnable, practicable and customary methods in order to so restore the
productivity of the Bromide Sands to the satlisfaction of the Operating
Committee.

22.5 Remedlal Work by Unit. Should the Unit Operator at the
direction of the Operating Committee do remedial work on the Bromide Sands
in any dually completed well, and should the cost of such work be in excess
of what it would have been had the formation other than the Bromide Sends
not been producing in such well, the additional cost of such work shall be
chargeable to the Perscon or Persons owning such other zone or formation in
such well and such other Person or Perscons shall be liable for such addi-
tional cost upon notification of the amount thereof by the Unit (perator.
The words "additional cost" as used above shall mean the difference between
the costs incurred in working over, reconditioning or redrilling a dually
completed well and the costs for doing the same work on a comparable well
which is not dually completed. The Unit shall have the right to perform
remedial work on any dually completed well at any time the Operating Com-
mittee determines it to be necegsary or desirable.

22.6 Remedial Work Required by Operating Committee. When and if
the Operating Committee determines that the operation of a well that has
been duslly completed in a formation other than the Bromide Sands is in-
terfering with the efficiency of the Unit Plan of Operation by impairing
production from or injection into the Bromide Sands by such well, Unit
Operator shall advise the Person operating such formation that 1t must
undertake whatever remedial action, short of shutting in and squeezing
off the other formetion, is required to reduce the interference to a
minimum. Guch Person shall have the optional right to squeeze off or
rework the well under the direction of the Unit Operator and to the satis-
faction of the Operating Committee to remove, in so far as possible, the
cause of the Iinterference with Unit operations. The work shall be done
at the sole cost, risk and expense of such Person. If the Person shall
fail or refuse to perform the work as directed by the Unit Operator, then
the work shall be performed by Unit Operator at the sole risk, cost and
expense of such Personj provided, however, that the Unit Operator shall
not squeeze off such other formation without the written consent of such




other Person. Such Person and Unit Operstor may agree upon the amount of
such costs, but if they faill to agree, then the work shall be done on a
competitive basis,

23
ABANDONMENT OF WELLG

23.1 Abandomment of Wells. If the Operating Committee at any
time desires to abandon any Unit well, such abandonment shall be as fol-
lows:

A. If the well is then completed to produce only from
the Bromide Sands, the Leassee or Lessees of the Separately
Owned Tract on which the well 1s located shall be notified in
writing of such decision and shall have and be granted ninety
(90) days from receipt of such notice within which to elect
to take over such well for the purpose of completing the
same in some other formation not a part of the Unit Area.

B. If the well is then dually completed to produce
from the Bromide Sands and a formation other than the Bromide
Sands, then the Lessee or Lessees of the Separately Owned
Tract on which the well is located shall be notified in
writing of the decision and shall have and be granted ninety
(90) deys from receipt of such notice within which to elect
either to acquire the Unit's interest in such well or to
participate with the Unit in the abandorment thereof, it
heing understood that failure to make an affirmative elec-
tion within the time permitted shall be construed as an
election to acquire the Unlt's interest in the well.

C. Any Lessee or Lessees electing to take over a
well pursuant to sub-paragraphs A or B of this Paragraph
23.1 shall pay to the Unit Operator the salvage value of
the Unit's interest in the tubular goods and other equip-
ment in and on the well determined in accordance with
Exhibit "C", less the estimated reasonable cost of salvag-
ing the same, and shall agree to assume full responsibility
for the proper plugging and abandonment thereof at such time
as the well is ultimately abandoned. No such well shall
thereafter be operated or used for the production of 0il and
Gas from the Unit Area, and to that end the Lessee taking
over puch a well shall lmmediately cause the Bromide Sande
in such well to be Bealed off in a manner satisfactory to
the QOperating Committee.

D. In the event the Lessee or lessees of a Separately

Owned Tract do not elect to take over a well which is then
completed to produce only from the Bromide Sands, the Unit

27.



Operator shall proceed to properly plug and abandon the game

and salvage the casing and other equipment therefrom. In the
event the Lessee or Lessees of a Jeparntely Owned Tract elect

to particlipate in the abandonment of a well which is then
dually completed, the Unit Operator shall proceed to properly
plug and abandon the same and to salvage the casing and other
equipment therefrom, 1t being understood that the coat of the
operation shall be apportioned hetween the Unit and the

Lespee or Lesseces of the Jeparalely Owned Tract on an equitable
bagis, and that tubular goods, when salvoped, shall be delivered
to the Unit or the Lessees in accordance with their prior owner-
ship thereof. Caslng Jointly owned by the Unit and Lessees
shall, insofar as possible, be divided in kind, but if not
susceptible to division in kind, shall be sold and the pro-
ceeds of sale divided between the Unit and the Lessees equally.

23.2 Abandonment of Other Formatlons. If, with respect to any well
which 1e dually completed to produce from the Bromide Sands and from a for-
mation other than the Bromide Sands, the Person who ownse the right to produce
such other formation permanently ceases producing it while the Bromide Sands
are still being produced, said Person shall upon demand be entitled to prompt
payment by Lessees of the salvage value of the Person's interest in the tubu-
lar goods and other equipment in and on the well determined in accordance with
Exhibit "C", less the estimated reasonable cost of salvaging same and plugging
that portion of the hole below the Bromide Sands.

2k

SALVAGE OF EQUIPMENT

2h.1 Disposal of Surplus Equipment. If any equipment taken over
by the Unit becomes no longer necessary to Unit operations, the Unit Opera-
tor shall salvage the same and offer 1t for sale under the following condi-
tions:

A. If there are three (3) bids upon the lot offered
and none exceeds $2,500.00, then the Unit Operator may pro-
ceed to sell the seme to the highest bpidder without approval
of the Operating Committee.

B. 1If, however, any bid upon any salvage lot offered
exceeds $2,500.00, then any Lessee within the Unit may,
within ten (10) days after written notice by the Unit Opera-
tor that such bids have been received, elect to take the
salvage lot in kind and his interest in the Unit shall be
charged with the amount of the highest bid; provided, that
if two or more Lessees elect to take in kind, they shall
take in proportion to their Unit participation interests.

¢. In the event no Lessee elects to take such sal-
vage lot in kind, after the Unit Operator has glven the
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ten (10) days written notice to all lessees within the Unlt,
then the Unlt Opermtor may proceed to sell the salvage lot
to the highest bidder upon approval of the Operating Com-
mittee.

D. All offers for the sale of salvapge materisls
shall be subject to these provislons, and any bidder shall
be so advised by Unit Operator prior to making s bid.

E. The proceeds from the sale of guch equipment
shall be distributed among the Lessees in accordance with
their respective interests in the Unit, except that in the
event there is a charge against any Lessee or Lessees for
operating expenses, investment or adjustment of equlpment,
such Lessees' portion of such proceeds mey be applied in
satisfaction of such charge.

25
ABANDOMMENT OF OPERATIONS AND DISSOLUTION OF UNIT

25.1 Time of Abandomment. At such time as it is determined hy
the Operating Committee that Unit Production can no longer be produced
from the Unit Area in paying quantities the further development and opera-
tion of the Unit Area by the Unit shall be abandoned, the Unit dissolved
and its affairs terminated.

25.2 Effect. Upon abandomment of Unit operations:

A. All rights in and to the several Separately
Owned Tracts shall revert to the separate owners and
Lesgees thereof,

B, The owners or Lessees of a Separately Owned
Tract shall be glven the opportunity to take over any
well or wells thereon pursuvant to the procedure speci-
fied in Section 23 hereof.

C. With respect to all wells not taken over by
the owner or Lessees of the Separately Owned Tracts, as
provided above, the Unit Operator shall salvage so much
of the casing and other equipment therein as can be
economically and reasonably salvaged, and shall cause
such well to be properly plugged and abandoned.

D. The salvaging, liquldation or other distribu-
tion of assets and properties held by the Unit shall be
in a manner determined by the Operating Committee; pro-
vided, any Lessee desiring to take 1ts share of the
physical assets or any portion thereof may do so to the
extent possible.

29.



INDEX
Section
Preamble
1 Definitions
2 Exhibits
3 Name and Unit Area
h Separately Owned Tract
5 General Powers
6 Effect of Unitization
T Allocation of Unit Production
8 Operating Committee
9 Organization of Unlit and Effective Date
10 Unit Operator
11 Unit Expense
12 Initial Adjustment of Investment
13 011 and Gas Marketed in Exceas of
Allowable
ik Plan of Operation
15 Right to Information
16 Liability
17 Change of Interest
18 Audits
19 Rights-of-Way
20 Claeims, Sults and Judgments Against
Individual Lessees
21 Title Information
22 Other Formations
23 Abandonment of Wells
2h Salvage of Equipment
25 Abandonment of Operations and Dissoclution
of Unit
26 Amendment to Plan of Unitization and
Enlargement of Unit
27 General

Execution Space

F:
[
w

;: SOVt Frivaa = -

Acknovwledgment Page

Exhibit "A" Map showing Unit Area

Exhibit "B" Tract Description and Participation
Exhibit "C" Accounting Procedure

Exhibit "D" Insurance Coverage



25.3 Filing of Notice. At such time as the Unit operations are
abandoned and the affairs of the Unit terminated, the Unit Operator shall
submit, for filing a declaration in writing to that effect with the Decre-
tary of the Corporation Commission, the County Clerks of Grady and Stephens
Counties, Oklahoma, and the Supervisor, whereupon the rights, powers and
duties of the Unit shall be al an end; provided, however, 1f any liabilities
or obligations incurred prior thereto should accrue and become payable there-
after, the amount thereof shall be borne and paid as Unit Expense in the
same manner as if 1t accured prior to the dissolution of the Unit.

26

MMENIMENT TO PLAN OF UNITIZATION
AND ENTLARGEMENT OF UNIT

26.1 Amendment and Enlargemeny. Any amendment of this Plan of
Unitization or any enlargement of the Unit or Unit Aree shall be in accord-~
ance with the provisions of Title 52, Oklahoma Statutes, 1951, Sections
287.1-287.15, or any amendment thereto.

27
GENERAL

27.1 Separate Counterparts or Ratifications. This Plan of Uniti-
zation may be executed in any number of counterparts and each executed
counterpart shall have the same force and effect as an original instrument
and as if all of the parties to the aggregate counterparts had algned the
same instrument; or, this Plan of Unitization may be ratified by a separate
instrument in writing referring to this Plan of Unitization each such rati-
fication having the force and effect of an executed counterpart hereof, and,
in effect, incorporating by reference, all of the provisions heresof.

27.2 Joinder in Dual Capacity. It shall not be necessary for
Persons owning both working interests and royalty interests to execute this
Plan of Unitization in both capacities in order to commit both classes of
Interests. Execution hereof by any such Person in one capacity shall also
constitute execution in the other capacity.

2T7.3 Execution Binding on all Signatory Parties. The execution
hereof by Lessees and Royalty Owners within the Unit Area shall be binding
upon such parties, their heirs, personal representatives, successors and
assignsa.

27.% Ripht to Revoke. If the order or orders of the Commission
creating the Unit and determining that this Plan of Unitization has been
ratifled or approved by the requisite Lessees and Royalty Owners required
by law is not entered on or before July 1, 1962, any subscriber may re-
voke its execution hereof by filing notice of such revocation with the
Secretary of the Commlssion, preovided such notice is 80 filed prior to the
entry of such an order or orders of the Commission.
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27.5 Force Majeure. All obligations of each party hereto, ex-
cept for the payment of money, shall be suspended while saild party is prevented
from complying therewith, in whole or in part, by strikes, fire, war, civil
disturbances, acts of God, state or federal orders or regulations, lnabllity to
secure materials, or other causes beyond the reassonable control of said party;
provided, however, that performance shall be resumed within a reasonable time
after such cause has been removed; and provided, further, that no party shall
be required against 1is will tc adjust or settile any labor dispute. This Plan
of Unitization or the leases subjJect hereto shall not be terminated by reason
of suspension of Unit operations due to the aforesald causes.

27.6 Internal Revenue Election. Each of the subscribers to this
Plan of Unitization hereby elects to be excluded from the application of all of
the provisione of Subchapter K of Chapter 1 of Subtitle A of the Internal Revenue
Code of 1954, pursuant to Section 761 (a) thereof or simllar provisions of an
applicable state income tax law. Unit Operator is hereby authorized and directed
to file such returns and statements as may be required to make the election effec-
tive under the law and regulations promulgated thereunder. Should said regula-
tions subsequently require each subscriber to execute this or further evidence
each party agrees to execute such evidence or Join in the execution thereof.

IN WITNESS WHERECF, The partlies hereto have executed this Plan of
Unitization upon the respective dates indicated opposite their respective signa-

turee.

WORKING INTEREST OWNERS

Name Date Attest, I a Corporation or
8igned Witness, If an Individual
COMPANY THE BRITISH-AMERICAN OIL Attest:
PRODUCING COMPANY
By By:
COMPANY Attest:
By By:

ROYALTY OWNERS
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THE STATE OF g
85. (Corporation)
)

COUNTY OF

BEFORE ML, s 8 Notary Public, In and for
said state, on this day of , 19 , personally
appeared , to me known to be the ldentical person
vho subscribed the name of
to the foregoing instrument as 1ts , and acknowledged

to me that he executed the same asg his free and voluntary act and deed,
and as the free and voluntary act and deed of such corporation, for the
uses and purposes therein set forth.

GIVEN under my hand esnd seal the day and year last above written.

Notary Public

My Commission Expirea:

THE STATE OF ;
$8. (Individual)
COUNTY OF )
BEFORE ME, , & Notary Public in and for
sald state, on this day of , 19 s Personally
appeared , to me known to be the identical

verson who executed the within and foregoing instrument, and acknowledged
to me that he executed the same as hls free and voluntary act and deed for
the ua?s and purposes therein set forth.

b

GIVEN under my hand and seal the day and year last above written.

Notary Public

My Commlission Expires:
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PASQ-T-1915-2

~ EXHIBIT e -

Altached to and made a part of P1lan of Unitization for Knox Bromide
Sands Unit, Grady and Stephena Counties, Cklahoma

ACCOU NTING PROCEDURE

(UNIT AND JOINT LEASE OPERATIONS)

I. GENFRAL PFROVISIONS
Definitions

“laint properey ™ ac herein used shall he conttrued to mean the whiect ares covered by the agreement (o which chiv "Accounting Procedure™ i at-
tached.

"Operatar™ as herein wsed shall be ronnrued to mean the party deugnared ta conducs the doselopmern and operation of the wbject srea for the
joint account of the parries herero.

"Non-Operator” an herein wsed shall be constried 10 mean any ane ar more of the non speratng partics

Statemenis and Billings
QOpeestar ahall bill Non .Operator on ar hefore the bas day of each munth for ne praportianate share of coste and expenditure dul’irK the preced-
ing month.  Such bills will be sceompanied hy statements. reflecting the toral coste amd harges a5 wi forch under Subparagraph belnw:
A, Statement in detail of all charges and ceedits 10 the joint sccount.
B. Statement of all charges and credite 1o the jnine acconnt, sumemarized by spproapriate classifivations indicative of the nature thereof.
C. Satements a1 follawe:

(1) Detsiled statrment of matecial andinarily considered controllable by opctatnrs nf ml and gas properties;

(1) Statement of ordinary charges and credits 1o the jnint sccount wummarized by appropriate clanifications indicative of the nature thereol;

snd
(3) Detailed starement of any nther charger and credis.

Paymentis by Non-Operator
Esch party shall pay its proportion of all wuch bills within fiftcen (11} days aficr recept thereof, [ payment is ot made within such time, the
unpaid balance shall bear intcrest a1 the rate of din pee cemt (4% ) per annum oniil pad.

Adjustmenly

Payment of any such hills shall not prejudice the right of Non-Operatar 1o peotest o guestion the correctness thereol.  Subject to the exception
noted in Paragraph § of chis section [ all statements rendered to Non-Operator by Opcrator during any calendar year shall conclusively be prewumed
te be true and correct sfier twency four (243 months tollowing the cud of any sich caleadar year, unless within the 1aid twenty-four (14) month
period Non-Operator takes written exveption thereto and makes claim an Opcrator {oe adjostment. Failure on the part of Non-Operator to make
claim on Operator {or adjutement within sich petiod shall esablish the correctness thereof and preclude the (iling of exceptions thereta or making
of claime for adjvsement therean,  The provisions of thiv paragraph shall aot prevemt adpstments respdting from physical inventory of property
provided for in Sectinn VI, Inventarier, hereod.

Audlix

A Non-Operator, upon notice in writing to Operstor and all niher Non.Oporators, shall have the right to sudit Operstor's sccounts snd records
relsting to the aecounting hereunder for any colendae year within the twrnty-foue (74) month period fullowing the end of such calendar yarr, pro-
vided, however, that Non-Operstor must take writien exception 1o and make olam upon the Operator for sl discrepancier disclosed by usid
sudn within waid twenty four (24) month perind.  Where there sre twn or mnre Nen.Operstors, the Non.Operators shall make every resonable
effort 10 conduct joint or simultancous audits in & manner which will resule in & minimum of inconvenience o the Operator.

1. DEVELOFMENT AND OPERATING CHARGEB
Subject to limitations hereimafter prescribed, Operator shall charge the joint account with the following items:
Renlals and Royallles

Delay or ather rentals, when such rentsls sre paid by Operator for the joine scount: royaliies, when not paid directly 1o royalty owners by the
putchaser of the vil, xae, casinghead gas, or ather products,

Labor

A. Salarics and wages of Operarar’s employees divectly engaged on the joini peaperiy in the developmant, maintenanca, snd operstion theesol,
including salaries or wager paid 1o genloghats and other employees who are temporarily awigned ta and directly employed on s drilling well.

B. Operstor’s cont of holiday, vacatkan, tickness and disshility benefite, aril other customary sllowances applicable to the salaries and wages charge-
able wnder Subparagraph 2 A snd Parsgraph 11 of this Section 1L Costr under this Subparagraph 3 B may be charged on s "whon and a0
peid basis” or by “percentage avesiment” on the amount of 1alarics and wages chargeable under Subparagrsph 2 A and Parsgraph 11 of this
Section 1L If percencage susessment in used, the rate shall be based an the Operator's coat cuperience.

C. Coss of expanditures ar contributiont made pursuant 16 ssenments imposed by gavermmentad sutharity which are applicsble to Opurator's labor
cont of sslaries and wages m provided undet Subparagraphs 1 A, 2 W, and Paragraph 11 of this Scction (I,

Employee Benellls

Opsrator's current cast of extsblithed plans for employees’ geoup life insurance, howpitalization, pension, reticement, Mock puschew, thrify, bowus,
and other benefic plams of a like nature, applicable 1o Operstor's labar coat, provided that the 1ol of such charges shall pot eaceed ten per cant
(10%) of Operator's Isbor costs an provided in Subparagraphs A and B of Paragraph 2 of this Seceion 11 and in Parancaph 11 of this Secrdon 11,

Materat

Maserial, equipment, and supplics purchased nr furnished by Operator for use of the juimt propeety. S0 far o0 it i cessonsbly praceiesl ond con-
shrent with elficient snd economical apecation, anly wih marerisl sl be purchased Tor or tramferred o the jolnt propeecy v neay be required for
immediaie peci amd the seeumulation of surplus atocks shall be avniddel,

Transporiation

Tramporistion of coplugees, equiposens, marerial, and sipplics. necersary for dhe developmient, nuaintenance, and opetston ab e i propesty

whject to the fallowing Jisvitationa:

A W mareral is maved to the joing praperty Trom veodor's or fram the Operatar's warchouse or ather properties, no ehatge thall be made 10 1he
joint account for s disance greates 1lan ahe distance from e ucacest eebuable supply store or railway receiving pone where ik materisl o

avaitable, except hy sproaal agreemem winh Non - ywes anur,



R surplus maneniab oomimed 10 iy omaeehouse o arher aiesee e s horge shall fa ke ropont acconnt for s distance grester
than the distane Teen the neanc —alle anppds wore o cailway reccivimg poont. evvept by special Seeefineny with Non-Uperatar.  No charge

thall be made to the goint acomunt ur miing naterial 1o mber propertivs hebgeng te Operator, except by specisl agreement wich Non-Operator,

8. Service
A Outside Servives:
The cont of congract seevices and vulices procuced from ovtade wurces,
B the of Operator’s Pquipmeny and Facibiies:
Lhe of and service by Operator's exclmively owned squipment and facilities 5 provided in Parsgeaph 1 of Section 11 entitled “Operator’s Fx-

clusively Crwaed Faciition.”

7. Damages and Loases to Jolat Properly and Equipment
All voats or expemses necessary to replace or repaic demages of lowes incurred by lire, fliod, storm, (helt. sccidenmt, or any other caust not <on-
wralisble by Operator through the exercive of reasanahble diligencr,  Operator shall furaish Non-{Oyperstor written notice of damages o¢ lommn in-

curred 36 soon as practicable aloer repore of the same has been ceceaved by Operator,

8. Litigation Fxpense

Al casts and expenses of luigavion, of legal scrvicer otherwine necessary ne expedient Tor the protection of the joint interests, including sttorneys’

fees and expenses ss hereinaleer provided, together with all judgments obtsined against the parties or any of them on sccount of the joint operations

wider thiv agreement, snd scrval expenses incurred by any pacty or parties heretn iy securing evidence fur the purpow of defending agsinst any
action or Ll prosecuted or urged sgsiny the joint accounm ar the suhject matter of thiv sgrecment.

A If 5 majority of the intercsts hereunder shall so agece, actions or claime affecting the joing interests hereunder may be handled by the legal
wtafl of one or more of the parties herets; and 1 charge commensurate with cont of providing snd furnishing such services rendered may b
made sgainne the joint account; but no such charge shall be made until approved by the legsl departments of or sttorneys for the respective
partics herero.

B. Fees and expenws of ounide atraeneyy shall n be charged to the juint account wnless suthorized by the majority of the intereses hereunder.

9. Taxes
All taxes of every kind and nature avseved or levied upon or in connection with the properiies which are the suhject of this axeeement, the produc-
tion therefrom ar the operation thereof, and which tanes have heen paid by the Operstor lor the hencfrt of the parties hereto.

10. Insurance and Claims
A. Premiume paidd for insurance required to be carried Tor the benefit of the juint sccount, sogether with all expenditures incurred and paid in
seitlement of any and all losses, ¢laims, damages, judgments, snd other expenses, including fegal sefvices, not recovared from insurance cartier.
B. 1f no imwurance in required to be carried, al} actual expenditures incurred and paid by Operator in swttlement of sny and sll lowes, claims, dam.
ages, judpinencs, and any other expensen, including legal seevicer, chall be charged 1o the juint sccount.

11, District and Camp Expense (Field Supervision and Camp Expense)

A pro rata portion of 1he salarics and expenser of Operator's production wuperintendent and other employees serving the joint property and other
properties of the Operator in the same operating srca, whose time s not allocated directly 10 the properties, and & pro rsta portion of the cout of
maintsining snd operating 3 productipn office hnown 13 Operatoes PI‘OduCtriOIl and Engineﬂﬂnﬂ.
office located at or ncar Oklahom c.it'}(: d“klahoma . {or » comparable office if locstion changed), snd
necessary auboffices (il any), maintnined for the convenience of the above-describad office, and all necevary camps, including housing facilities for
employees if required, uied in the conduct of the operations oo the joint praperty and other properiies operated in the same locslity. The enpense
of, leny any revenur From, these facilitien should be inviuvive of deprecintion or s fair monthly reaval in Yieu of depreciavion on tha invesment.  Such
charges thall be apportioned to all properties acrved on sume equitable basie contistent with Operator’s sccounting practice, chargeﬂ to

the Joint property, so calculated, shall be examined by the parties hereto at the end
of one year's operation, and if found to be insufficient or excessive, future charges
shall be amended by the parties hereto; and at the end of each succeeding ysar's opera-
tion, this procedure shall be repeated.

12. Adminlatratlve Overhead
Operator ahall have the right 1o avess against the joint property covered heechy the follawing mansgement and administreative overhesd cluarges,
which shall be in fiew of all eupenses of all officen of the Cperator ot cuvered by Sectinn 1L Paragraph 11, shave, including salaries and expenses
of personncl amigned 1o such offices, except thar valaries of geolugists snd other employees of Operator who sre temporarily anigned 10 and directly
serving on the joint property will be charged av provided in Section I, Paragraph 1, shove. Salaries and expenscs of other technical employees se-
vigned to wich offices will be considered a1 covered by overhead chargms in this paragraph unless charges for such salaries and expenses are sgreed
upon between Operator and Non-Operator 2+ a direct charge to the joint property.

WELI, BARIS (Rate Per Well Per Month)

PRODUCING WILL RAYE

DRILLING WELL {Use Completion Depthi
RATL
Al Walls
Well Depth Cath Well First Flve Maext Five Over Ton

Unitized $hoo R 18} s 855

A Onarbiad charges bor ateitling welle shall g on the date eah well is spudided and terminste when @ is oo production or s plugged, a« the
ver oy b, cxeepr that oo charge shall e made dunmg the suspension of dedling opreations far fifteen (11} o more consecutive days.
K In connecrimn with oveebead charges, the stanin of welbs shall be oy flfows:
1} bgection wells for reonvery aperations, sich as for eepresore o water (hwwd, thalt be incliuded in the averhead schedule thie 1ame as produc-
g ol wells,
(1) Water aupply welle wiliesd fue sater fhoabing tqeratione dall be included i e averhead sehedule the s s producing oil wells

(1) Powtucng gan wilby dhall e onchuded o0 aha wverhead soboedule the wime o prsloving sil wells.
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Wells permanently shur down bar on which plugging operations are deferred shall Le drapped from the overhead whedule a1 the time the

(L
shusdown is effecred.  Whea sach welle are plugged, overbesd shall be charged 30 the producing well rate during the time required for the

—

plugging speration.

(¢} Wells being plugped back, drsdled deeper, or converted 10 2 sworce o input well shalt be indluded in the overhesd schedule the same w drill-

ing wells.

Temporarily shut-down welle {other than hy goversmentad repulatory body) which are not produced or worked upon for o perind of o full
uslendar manth shall nor be inctided in 1he averhead schedule; however, welly shut in by governmentat regulstory body shall be included
in the meehesd swhedule only in the event the altawahle production is transferred to other wells on the wsme propeny.  In the event of o
unit allowable, all wells capable of producing will e counced in determining the overhesd charge.

{7} Wells comnpleted in dual o multiple horizony shall be considered av twa wells in the producing overhesd schedwle.

(R} Lease sl water clispo ol wells chall wor be inchufed in the averhead sehedule wnbese wioh wells are used in & wcondsry recovery program

{6

on the joint property,
€. The shove nverhead schedule for producing wells shall be applied to the wtal number of wells operated undee the Opersting Agreement to which
this accounting provedure is stached, irrespective nl individual Jeases.
Y e is apecifically wnderstood that the above overhead rated spply only v drilling and producing operations snd sre not intended to cover the
constenction o operation of sddwsonal facilities 1uch a4, bun o limited o, gasoline planny, comprevnr plants, rep ing projects, mlt water

disposal facdivies, and similar dnstaMacions. I se any time any or a1l of thewe beeame necewary ta the operstion, 1 wepatate agreoment will be
reached relarne to an overhesd charge and allocation of diserict expense.
F. The shave specilec overhead rates may be amended from time 1o time hy agreement between Operator and Non-Operator if, in praciice, they are

fonund to be inwlficient or excesuve,

Operafor's Fully Owned Warehonse Operating and Maintenance Expense
(Describe fully vhe agreed procedure to be Tnllowed by the Operator.)
None

Other Expenditores
Any expenditure, orther than expenditures which are covered and dealt with by the Toregoing prosivions of thiv Scevion 1, incurred by the Opers-
tor for the necessary and proper development, maintcnance, and operation of the oint property.

HI. BASIS OF CHARGES TO JOINT ACCOUNT

Purchases
Material and equipment purchaed and swrvice procured whabl be charged at price paid by Operator after deduction of all discouncy sctually received.

Material Furnished hy Operator

Material required far operstivne shall be porchased far direcs charge 10 jint account whenever praciivable, except thae Opetator may furnish such
marerisl Trom Operator’s scocks under the [ollowing conditiona:

A. New Materisl {Condition "“A")

(1) New material tramsfeered from Operstor's warehuuse or other properties thall be priced f.o0 the nearest reputable supply stare or railway
receiving point, where wich materiat iv availsble, at current replicement cost of the vame ind of msterial.  This will include material wch
ar tanka, pumping unitr, sucher rody, engines, and other major cquipment. Tubulir goods, two-inch {17} and over, shall be priced on cor-
losd basis effective at dace of trandder and Lob. railway receiving point nearest the joint account operation, regardien of quantity transferesd.

(2) Other materisl whall be priced on bavie of s reputable supply company's prefecential price list effective at date of teantfer and fo.b, the sore
ar tailway receiving point nesrert the joint account operstivn where wch material iv availshle.

(3} Cash discount thalt nnt be atlowed.

B. Used Msterisl (Condition “R" and "C")

(t) Murerial which is in sound snd serviceable condition and i mitable for reuse without geconditioning shall be ¢laswd 41 Condition "B" and
priced st sevanty-five per cent (71%.) of new price,

(2) Marerisl which cannot be claddfied a0 Condition "B but which,
ta) Afver reconilitioning will be further serviceable for ariginal fuanction s good wcondhand materlal {Condition "B"), o
{5} h wrvicrable for origimal funciion but substantially noy auitsble fur recnndisioning,
shall be clavsed ns Condition “C" and priced at fifty per cont (509 ) of new price,

t3) Materisl which cannay e clanificd as Condition "B ue Condition “C” shall be priced st a value commensurate with its wse.

{4} Tanks, buildingsy, and mber equipment involving erection conts shall be charged s applicahle percentage of hnocked-down new price.

Premium Prices

Whencvee mareriabi and euipment are not readity obtsinable st the customary sapply pont and at prices specified in Paragraphs 1 and 2 of this
Section H hecsuve of national emergencies, wrhes oe other unual Aunes over which the Opcratar has no control, the Operator may charge the
joant scenunt For ahe reqpired matenals on the badse of the Operator’s direct cont amd expense incurred in procuring such materisls, in mahklng it
witable fur v, and 1% maving it 10 the location, provided, hawever, that actice in writing i fuenished 1o Non-Operstor of 1he propossd charge prioe
to billing the Non-Operator fur the material and/or equipment acquired pursusnt o this provision, whereupon Non-Operator shatl have the rinhe,
by s tlecting and nosifying Operator within 10 deys sfiee receiving notice Tram the Operator, 1o furnish in kind, or in tonnage a5 the parties may
akeee, ot the bcation, nesrest railway recciving point, or Operstor's storage point within a comparsble divance, sl or part of his share of material
wud/ur equapment waitalde fur wwe sad scceplable 1 the Operstor, “Tramsporiation cons on any wch material (uraished by Non-Operator, at any
ot wiher than st the logaian, shall be borne by such Non-Operator. I, pursuant 1o the provisions of this paragraph, sny Non-Opetator furnithe
material andfor equipment in hnd. the Operaior shall mshe approgriste coedive therelor 10 the sccount of said Non.Operarar,

Wurranty of Muterial Furnished by Operalor
Operator dows ot warrant the manerial furmished beyand or bagh of the dealee's or manufacturer’s guarantyy and in case of defvstive marerial, coed.
Hoshalh mat be passed wntil adjustment has been received by Opecatir From the masufactarers o their agents,

Operator's Exclusively Owned Fuellltles
The followaeg rates sleall apply 1o wrveer readeced o abe juing account by Faibties ownal exdlasively by Ogwrator:
A Wi, Tued power, conprosse snd ather auailisey services a1 rages commemueste with oot of peoviding and fueaishinog such service to the

Joint acvonnt st o exereding tatey currently prevasling in dhe feeld where the ping properry i b sted,
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14) Wells permsnentty shut down but on whish plugging opecavons are deforeed shall he deopped from the overhead shedule at the time he
shutdown v elfeceed. When snch welle are plugred, averliead shall be charged 31 she prodicing well rate during the time required for the

plugging aperacion.
Wells being plugged hach, drilled deeper, or converted 10 2 source o input well shall be indloded in the overhead schedule the wme sy drill.

T

ing wells
(#) Vemporarily shur-down welle (nther 1han by guvernmental regulatury bady) which are not produced or worked upon for & perind of 2 full
calendar month shall pot be included in the overhead schedute; however, wells shut in by goveramentsl regulstory body shall be included
in the overhead schedule only in the cvent the allawable production is transferred to other wetls on the wme properiy,  En the event of a
unit allowable, 211 wells capable of producing will be counted in derermining the overhead charge.
€7y Wells completed in dusl or mubtiple horizons shall be comsidered ax two wells in the priducing overhesd schedule,
(4} Leme wale wacer dispa 1l wellt shall not be inchaded in the nverhead schedule unless such wells are used in & secondary recovery program
an the joint property,
C. The above overhesd achedule for producing wells shall be applicd tn the total pumber of wells operated under the Opeeating Agreement ta which
thiv acenunting procedure is stiached, irrespeetive of individual leases
B i apecifically undersiood that the above overhead rates apply anly to drilling and producing operstions sad are not intended to cover the
wontruction or operation of additional facilities soch s, but not limited to. gasoline planis, compressor plants, repressuring projects, alt warer
diposal facihisies, and wimilar inuallstionsg, 3 a4 any time any or aH of theve became necewary to the operation, 1 separate agreement will be
trached felative to am overhesd charge and allovation of dintrice enpense
. The shove speciflic averhead rares mayp be amended from time (0 tne by agecement between Operstar and Non-Operator if, in praciice, they sre

found 1n be inwflicient ne excosve.

Operator’s Fully Owned Warchouse Operating and Maintenance Expense
(Describe fully 1the agrced procedure ta be followed by che Operatnr.)
None

Other Expenditures

Any expenditure, other chin expenditures which are covered and dealt with by the Topeguing prosisions of thiv Section 10, incuered by the Opees-
tor far the necessary and proper development, wamtenance, sad aperation of the joint property.

I, BASIS OF CHARGES TO JOINT ACCOUNT

Purchases

Material and equipment purchased and service procueed vhall be charged ar price pait by Operator afrer deduction of all discounts actually received.

Materia) Furnished hy Operator
Material requiced for operations thall be purchaswed for direct chasge sa jvint account whenever practicable, encept that Operator may (urnith such
macerial from Operstor’s stocks wnder the fullowing conditions:
A. New Material (Condition “A")
(1) New material transfereed From Operator’s warchouse or other properties dhall be priced Lol the ararest reputable suppiy store or railway
receiving poiny, where such materiab i availsble, at current replacement cost of the vame kind of materiad.  This will inchude msterial such
»n tanhs, pumping uni, weher rody, engines, snd other major cquipinent,  Tubwlar goads, twaanch (27} nd over, shall be priced on en-
load baris effective st date of trarafer and Co.b. eailway recciving puint nearest the joint account apecstion, regardles of quantity translereed,
{2) Oader material shall be priced on basis of a reputable supply company's preferential price list effcceive at date of eansfer and (o.b. the store
nr railway receiving point nearest the joint account operation where such material i available,
t3) Cash disenunt shall net be allowed,
B. Uted Mascerisl (Condition "R'" and "C™)
(1) Material which is in 1ound and serviceable condition and isv switable for reuve withour reconditionlng shall be classed a8 Condlion "B and
priced st seventy-five per cent (71%.) of new price,
(2) Macerisl which cannot be clanvified 30 Condition "B but which,
(8) Afver reconditioning will be further serviceable for ariginal function av good seconddand materisb (Condition “B"), or
{b) I wrviceable fur originsl function but whatantislly net svitable for reconditioning,
shall be clovsed a5 Condivion "C" and priced st fifey per cent (109 ) of new price.
(3} Material mhich canpnt be vlswificd ax Condivion "B ar Condition “C* shall be priced s¢ a value commensurate with i we,
(4) Tanky, buildings, and other equipment involving crection coms ahall be charged st applicable peecentae of knocked-duwn new price.

Presvbum Prices

Whenover materisle and equipment are nat readily obtainable s the costomary supply pomt and at pricen apecified in Pacagraphs | and 2 of chis
Secrion M1 becanse of narinnal emergenvies, siriker nr other unwwal cauer over which (he Operator has no ¢ontrol, the Operator may charge the
point scemunt Tor the eequired matereals on the basis of the Operator’s direct cost and expense incurred In procuring such manerisls, in mahking it
witahle fur wse, and o mavang it 10 the tocstion, provided, hawever, that notice in writing it furnished 10 Non-Operator of the proposed charge prior
1o billig the Non Operatar Tor the materal and/for cquipment scquired pursuant 1o chis provitien, whereupon Non-Operator shatl have thw righ,
by s electing and netiflying Qperator within 108 days afier receiving netice from the Operator, 1o Turnish in kind, or in ronnage as the pardies may
axree, 3t thw bcation, nearea raibway recriving eng, or Operator's storage point within o cnaparable distance, sth or paee of hin thees of mateeinl
andfur eqmpment suwable fur use and sccepiable 10 the Operatar,  Teamportation comn on any such material furnithed by Non-Operstor, at any
pene other than st cdw Jocatiom, shall e Doese by such Non-Operatar, 31, puraant 1o the pravisans of thia paragraph, any Non-Operator furnithe
muternal andfor cquipment an lund, the Operator sbafl make appropriste credies therefor o the sccount of 1aid Non-Operator,

Warranty of Muteriul Furnished by Operator
Cporarne s it warpapt the apatcral Tuenishicd heyomd ae back of vhe dealer’s or manulscturce’s pusranty) and w o of defeciive material, ceed-
n shall i be povied vatil sljument bay been recorved by Opecatie oo the mapulagrweeny or their agents,

Operator's Exclusively Owned Facllllies
The Tellowang rates shall apply 1o weviee eendeced o che joint acconnt by facilities gwaned exalinivety by Operasor:
A Watie, fuel. puwsr, conrpressar amt oilicr auniliary services st rates commennerste with con of providion aml fuenishiog wel service to the

et accimnt bt e caceeding raes currently prevabiog in abe fiehl wheee the goisg properey i biwatal,
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B Avtomotive coquipment 1 rates 100 reate wath eont of ownership and aperation. Such rates thow aceally be in line with the schedule of
rates adopied by the Pricaloum Motor Teansport Associgtion, or some other eecngoired organization. 31 recommended  uniform charges sgeinet
it accaunt opreationt and revived Teome tine po time. Awtamotive pates dhall indlide co of oil, gas, repairs, insurance, snd other operating
rxpense andd depreciation: amd charges dthall he based on wse in actual service on, or in connrction with, the joint account operations,  Teuch
aeel tractor eaes may inchale wages anif experaer of driver.

Co A bair rare shatl be gharged for the ane of drilling amd Peaning-ont tools sl any ather jvems of Operstor's fully swned machinery or equip-
ment which shall be ample 1o cover maintenance, repain, depreciation, and the service furnished the joint property; provided thst sch charges
sl et encerd thave currenily prevailing in the ficld wheee the joint property is lwated.  Polling wnits dhall be charged at hourly rates com-
menwrate wath the cou of awnership amd aperation, which shall include repairs and moiaienance, operating supplies, insyrance, depreciation, and
taxes. Pulling unit rates may include wager and expenses of the operator.

0. A dair rare shall be charged for laboratory swervicer peeformed by Operator for the benefie of the joint sccount, such as gas, water, core, and any
wther amalyses sl teste; provided such charges hall not exceed those currently prevailing if performed by outside service taburataries.

F. Whenever requerted, Operator shall inforey Non-Operstor in sidvance of the rates at proposes to chargr,

Vo Raeen shall be revieed and adjusted From time 1o vime when Tound 1o be cither ricesive or imsuflicienr,

Y. DISPOSAL OF LFEASE EQUIPMENT AND MATERIAL

The Operaor shall be under no obligation to purchaswe interest of Non-Opeeator in wirplus new or secondhand masterial.  The disposition of major

items of surplus macerial, wch an derricky, tanks, engines, pumping units, andd tubulse goods, shall be suhject 10 mutual deteemination by the parties

hereto; provided Operator shall have the right to dispose of normal accumulations of junk and sorap materisl either by teansfer or sale from the
joint properiy.

Material Purchased by the OGperator or Non-Operator

Material purchaed by eicher the Operator or Nan-Operator shall be credited by the Operator 1o the jnint sccount for the month in which the

mateeisl i removed by the pucchaser.

Dlvision in Kind

Division of material in kind, if made bevween Operator amd Nun-Operator, shall be in proportion to their respective interests in such material.  Each
party will thereupon be charged individually with the value of the miaterisl received or receivable by esch party, and corresponding credits will be
made by the Operator ta the juint account.  Such creditn shall sppear in the monthly statement of operations.

Sales to Outixlders
Sales to outsiders of marerial from the joint property shall be credited by Oprerator to the joint account at the net amount collected by Operator
from vendee.  Any claims hy vendee for defective materinl or otherwise shall be charged back 10 the joint sccount if and when pald by Operstor.

Y. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT

Material purchased by eitber Operator or Non-Opevator or divided in kind, unless otherwire agreed, shall be
valued on the following batis:

New Price Delined

Mew price as used in the following prragraphs shall have the ame menning snd application an that used above in Section I, "Basis of Chargts to
Joint Accoumt.”

New Material

New material (Condition "A"), being new material priwured for the joing aceount but never ued thereon, at sne hundred per cent (100%) of cur-
rent pew price {plus wles tax i any).

Good Used Material

Good used material [Condition "B}, being uscd marerial in spund and serviceahle condition, witable for reuss without reconditioning:

A. At seventy.-five per cent (71%) of current new price if materiab was charged to joint account a1 new, or

B. Ac sinty-live per cene (839%) of curcent new price if material was originally charged to the joint property s stcondhand st wyenty-five per
cent (71%) of new price.

Other Used Material

Used material (Condition "C™), st fifty per cent (10%) of current new price, being used material whichi

A Afser reconditinning wilt be furihar werviceable for oripinal funciion av gond secondhand marstlal (Condition “B™), or

B. h servicesble for original function bur substantisfly nev suiteble For reconditioning.

Bad-Order Malerial

Materisl and equipincat (Condivion "1D"), which is no longer urable for Jts original purpose without excesive repsir cost but it furcther usable for
same other purpose, shall be priced on & hatix comparable with thet of items normally used for that purposs.

Junk

Junk {Condition “L"), being ohsoleie and scrap material, av prevailing prices.

Temporarlly Used Materlal
When the wee of material is temporary and ite service to the jolnt sccount does not justifly the reduction in peice an provided in Parsgraph 3 B,
abuve, such materisl shall be priced on a basis that will leave 0 nev charge to the joint account cominent with the value of the service randered.

VI. INVENTORIES

Perlodic Inveniories, Notice and Represontation

At reawnable intervaly, inventories thall be ssken by Operator of the joint sccount materlsl, which shall include slf such materls] st I erdinacily
comidersd contrullatde by operstors of wil and gan propercien.

Written notice of intention to take inventory shall be given by Operator at beast thiery (10) days before any Inventory s to begin so that Noa-

Operator may be represenied when sny inventory is taken,
Failure of Nun.Operator to be repressnted at an inventory shall bind Non-Operator to secept the inventory taken by Operator, whe shatl In thet

event furnish Non-Operator with & copy thereol,
Reconclliatlon and Adjustment of Inventorles
Reconcilistion of inventury with charger 1o the juint sccount ahall be made by each party au intecens, and o Hae of ovarages and shortages dhall b

jointly determined by Operuine and Non-Operator,
Inveniney sdjusuments shall be made by Operator with the jo it acconnt for aveeages and shortages, but Operaor shall be held sccountable to Non.

Operatvr only for shorages due i lack of remonsble diligeace,

Bpecial Inveniories

Special fnventorics rpay be taben, a0 the expeme ol the purchaver, whenever there is any sale or change of interest in the Joint property; and it 1hall
be the duty of the parey aclfing to notify sl vther pariies hereto s quickly av pussible sfter the transfer of interest tahes place, In such cases, both
the scller snd the purchawr shatl be sepresented and shall be goversed by the invenwry s taken,

—



EXHIBIT "D"
Being Part of Plan of Unitization for
Knox Bromide Sands Unit
Grady and Stephens Countles, Oklahoma

INSURANCE COVERAGE

Unit. Operator shall, for the Jolnt acecount and at the Joint expense
of the parties hereto, at all times during the term of this agreement carry
insurance to protect the partiees hereto as follows:

1. VWorkmen's Compensaticn Insurance to comply with the laws of
the State of Oklehoma and Employer's Liability Insurance with a limit of
not lese than One Hundred Thousand Dollare ($100,000.00).

2. Comprehensive General Public Liability Insurance with limits,
sl) as to Bodily Injury of not less than One Hundred Thousand Dollars
$100,000.00) for each person and not less than Five Hundred Thousand
Dollars ($500,000.00) for each accident, and {(2) as to Property Damage
of not less than Two Hundred end Fifty Thousand Dollars ($250,000.00)
for each accident.

3. Automobile Public Liability Insurance with limits, (1) as to
Bodily InJury of not less than One Hundred Thousand Dollars ($100 000.00)

for each person and not less than Three Hundred Thousand Dollars ($300 000.00)
for each accident, and (2) as to Property Damage of not less than One Hundred
Thousand Dollars ($100 000.00) for each accident.

The premiums for all such insurance shall be charged to the joint account, ex-
cept that in respect of Unit Operator's fully owned automotive eguipment used
in connection with the joint operations, applicable premiums shall not be
charged specifically to the Joint account.

It 18 understood and agreed that Unit Operator shall not carry insurance cover-
ing loss by fire, windstorm, explcsion, or tornado or any other insurance for
the Joint account except as may be required by the Operating Committee,

Unit Operator shall require its contractors and subcontractors working and
performing services on lands committed hereto to carry insurance complying
with the Workmen's Compensation laws of the State of Oklahoma, and to carry
such other insurance and in such amounts as Unit Operator shall deem neces-

sary.



PLAN OF UNITIZATION FOR KNOX BRQMIDE SANDS UNIT
GRADY AND STEPHENS COUNTIES, OKLAHOMA

KNOW ALL MEN BY THESE PRESENTS:

The following shall constitute the Plan of Unitlzation applicable
to the Knox Bromide Sands Unit created pursuant to authority of Title 52 0.8
1951, Sections 287.1 - 287.15 inclusive, and having for ite purpose the
unitized monagement, operation and further development of the Second and
Third Bromide Sands common source of supply of 01l and Gas underlyling the
lands outlined by the heavy linea on the map hereto attached and marked
Exhibit "A", all to the end that a greater ultimate recovery of 0il and
Gas may be had therefrom, waste prevented and the correlative rights of
the respective owners protected.

1
DEFINITIONS

As used in this Plan of Unitizetion, the followlng terms and ex~
pressions are defined as follows:

1.1 Unit, shall mean the Knox Bromide Sands Unit.

1.2 Comnmission, shall mean the Corporation Commission of the
State of Oklahcma.

1.3 Person, shall mean any individual, corporation, partnership,
common law or statutory trust, asssociation of any kind, the State of
Oklahoms or any subdivieion or agency thereof acting in a proprietary
capacity, guardian, executor, administrator, fiduciary of any kind or any
other entity capable of holding an interest in and to the Unit Area.

1.4 Bromide Sands, shall mean all of the Second and Third Bromide
Sands common source of supply underlying the Unit Area for which driliing
and gpacing units have been established by the Oklahoma Corporation Com-
mission in its Order No. 33814, as amended.

1.5 Unit Production, shall mean and include all 0il and Gas pro-
duced from the Bromide Sands in the Unit Area from and after the Effective
Date hereof regardless of the well or tract within the Unit Area from which
the same 1s produced.

1.6 Lessee, shall mean any owner, in whole or in part, of an 0il
and (as lease or any unleased mineral interest, who alone or in association
with another Person or Persons has the right, except for this Plan of




Unitization to explore, develop and operate a Separately Owned Tract

for 011 and Gas, and in so doing would be personally chargeable with

a proportlonate part of the cost and expense of the operation thereof.

An owner of an overriding royalty interest, oil payment, carried interest,
net profit contract, or any other 011l and Gas Rights of a similar nature,
who is not personally chargeable with the cost and expense of operations,
shall not be regarded ns & Lessee. The owner of unleased 0il and Gas
Rights in a Separastely Owned Tract shall be considered as a Iessee with
respect to T/8 of the Unit Productlon allocmted to such unleased 01l and
Gas Rights and as & Royalty Owner with respect to 1/8 of such Unit Produc-
tion.

1.7 Royalty Owner, shall mean each party hereto who owne a right
to or interest in any portion of the Unit Production other than that of a
Leasee,

1.8 Tract Participation, shall mean that percentage of Unit Pro-
duction which is allocated to a Separately Owned Tract under this Plan of
Unitization.

1.9 Unit Operator, shall mean and refer to the Lessee designated
to carry on and conduct the unitized operations within the Unit Area a8
provided in Section 10 hereof.

1.10 01l and Gas, shall refer not only to 01l and Gas as such in
combination one with the other, but shall have reference to oll, gas,casing-
head gas, casinghead gasoline, gas condensate or other hydrocarbons, or any
combination or combinations thereof including any other marketable substances
extracted therefrom or any one thereof, which may be found in or produced
from the 'Unit Ares. :

1.11 Outside Substances, shall mean all substances obtained from
eny source other than Unit Production, and which are injected into the Unit.

1.12 0il and Gas Righte, shall mean and include the right to explore,
develop, and operate lands within the Unit Area for the production of 01l and
Gas, to reduce the same to possession or to share in the production so obtained
or the proceeds thereof.

1.13 Effective Date, shall mean the date on which the Unit assumes
and takes over the operation of the Unit Area as is provided in Paragraph
9.3 hereof,

1.1% Unit Expense, shall include any and all cost, expense or in-
debtedness incurred by the Unit or Unit Operator as authorized by this Plan
of Unitization or the order of the Commission creating the Unit.

1.15 Supervisor, shall mean any O0il and Gas Supervieor of the
United States Geologlical Survey having Jurisdiction.



2

EXHIBITS

2.1 Exhiblts. Attached hereto are the following exhibits incor-
vorated herein by reference,

A. Exhibit "A" 18 a map showing the boundary lines of
the Unit Area and the Separately Owned Tracts.

B. Exhibit "B" 1s a schedule describing each Separately
Owned Tract in the Unit Area and showing its Tract Participation.

C. Exhlbit "C" 1s the Accounting Procedure.

D. Exhibit "D" is the Insurance Coverage required else-
where herein to be carried by Unit Operator.

3
NAME AND UNIT AREA

3.1 Name. The name of the Unit created hereby shall be the Knox
Bromide Sands Unit.

3.2 Unit Area. The Unit Area shall extend to and include all of
the Bromide Sands underlying the lands outlined by the heavy lines on the
map attached hereto as Exhibit "A".

"
SEPARATELY OWNED TRACT

4.1 Separately Owned Tract. The shape and description of the respec-
tive tracts have been established by using the best information available. If
it subsequently appears that any tract, because of diverse royalty or working
intereat ownership on the effective date hereof, should be divided into more
than one tract or that any mechanicsl miscalculation has been made, Unit
Operator shall correct the mistake by revising the exhibite to conform to the
facts. The revisions shall not include any re-~evaluation of engineering or
geological interpretation used in determining tract participation, and all
diviesions of a tract shall be on an acreage basis with equal value being given
to all acres within said tract. Each such revision of an exhibit shall be
effective at T:00 AM. on the first day of the calendar month next following
the filing for record of the revised exhibit.

p)
GENERAL POWERS

5.1 (General Powers. The Unit ig authorized and empowered on behalf
and for the account of all the Lessees within the Unit Area, without profit




to the Unit, to supervise, manage and conduct the further development
and operation of the Unit Area for the production of 0il and Gas, pur-
suant to the powers conferred and subject to the limitations imposed by
the provisions of Title 52, Oklahoma Statutes 1951, Sections 287.1 -
287.15, inclusive, and by other applicable State and Federal Laws and
by this Plan of Unitlzation.

6
EFFECT OF UNITIZATION

6.1 Pooling of Leasee. The adoption of this Plan of Unitization
and the creation of the Unit as herein provided shall have the effect fram
and after the Effective Date hereof of unitizing all further development and
operations for the production of 011 and Gas from the Bromide Sands in the
Unit Area and of pooling and unitizing the production so obtained, all to
the same extent as if each of the separate leases or unleased mineral in-
terests had covered and described the entire Unit Area (rather than portions
of one or more Separately Owned Tracte) and the Lessees had agreed, as tenants
in common, to cooperatively develop and operate the common property in which
they respectively owned undivided interests. Property rights, leases, con-
tracts and all other rights and obligations with respect to the 0il and Gas
Rights in and to the several Separately Owned Tracts within the Unit Area
are hereby amended and modified to the extent necessary to make the same
conform to the provisions and requirements of this Plan of Unitization, but
otherwise to remain iIn full force and effect.

6.2 Relationship of Lessees. The relationship between the Lessees
within the Unit Area, resulting from the creation of the Unit shall not be
that of a trust, partnership or association but shall be in the nature of a
tenancy in common.

6.3 No Transfer of Title. Nothing herein contasined shall be con-
strued to require or result in a transfer to or the vesting in the Unit of
title to the Separately Owned Tracts within the Unit Area or to the leases
thereon, other than the right to use and operate the same to the extent set
out in this Plan of Unitization; nor shall the Unit be regarded as owning
any of the Unit Production. The Unit Production and the proceeds from the
sale thereof shall be owned by the several Persons to whom the same l1s
allocated under this Plan of Unitization. All property, real or personal,
acquired, held or possessed for use in the operation of the Unit Areas shall
be the property of the Lessees as their interests may appear under this Plan
of Unitization, subject, however, to the rights and powers herein granted the
Unit and the Unit Operator.

6.4 Production from Unit Area. The amount of the Unit Production
allocated to each Separately Owned Tract and only that amount, regardless
of the well or wells in the Unit Area from which it may be produced, and re-
gardless of whether it be more or less than the amount of the production from
the well or wells, if any, on any such Separately Owned Tract shall, for all
intents, uses and purposes, be regarded and considered as production from
such Separntely Owned Tract,




6.5 Fulfillment of Lease Provisions. Operations carried on, under
and In accordance with this Plan of Unitizaetion shall be regarded and con-
sldered as a fulfillment of and compliance with msll the provisiong covenants
and conditions, express or implied, of the several 01l and CGas mining leases
upcen lands included within the Unit Area, or other contracts pertaining to
the development thereof, to the same extent that the development and opera-
tion of and the production of Dil and Gas from each of the several Separately
Owned Tracts within the Unit Area would have constituted a fulfillment of and
compllance with such leases and contracts. Wells drilled or operated in any
part of the Unit Area, no matter where located, shall for all purposes be re-
garded as wells drilled on each Separately Owned Tract within the Unit Area.

T
ALLOCATION OF UNIT PRODUCTION

T.1 Unit Production - Inclusions and Exclusions. So long as the
Opemting Comittee coneglders 1t to be economicelly feasible to do 8o, &
normal procesging plant shall be operated for the purpose of extracting or
geparating Condensate, Natural Gasoline, Butane, and Propane, or any two or
more of them in combination. The term "Unit Production” shall include not
only 011 and Gaes in its natural state, but also One hundred percent (100%)
of those products designated above. It is contemplated that although ini-
tially all ¢il and Gas produced from the Unit Ares will be lntroduced into
a normal processing plant for separation and extraction of one or more of
the designated plant products, nevertheless, such processing plant will not
be wholly owned by the Lessees of the Unit nor will it serve and process 0il
end Gas from the Unit Area exclusively. Accordingly, the Unit, acting through
its Operating Committee, shall enter into & contract with such remaining plant
owners either (1) establishing a program and procedure for physically segregat-
ing the processing and storage of the Unit's 0il and Gas from Non-Unit Oil and
Gas, or, in the Operating Committee's dimscretion, (2) establishing fair, reason-
able and practicable procedures for allocating the various plant products, fuel
requirements, losses, and residue gas between the Unit and Non-Unit processors
if the 011 and Gas from the different sources is comuingled in the plant. All
products and residue gas attributed or allocated to the Unit pursuant to such
contract, but only such amount, shall constitute and be regarded as Unit Pro-
duction, and all fuel requirements and losses attributed or allocated to the
Unit shall be regarded as production uped in the development and operation
of the Unit Area or as production unavoidably lost. Unit Production shall
be determined and distributed or paid for as produced in its natural state,
or, if processed, as to the products hereinbefore designated at the completlon
of the normal processing contemplated. Should facilities be installed by
some or all Lessees or by others on or off the Unit Area to utilize any one
or more of the normal plant products and/or repidue gas hereinbefore desig-
nated 88 a raw material for additional extraction, refining, manufacturing
or treatment beyond the normal procesaing herein contemplated, the operation
of such additional facilities shall not be conducted as a Unit operation and
the finished products derived therefrom shall not be regarded as Unlt Pro-
duction.




7.2 Allocation to Tracts. All Unit Production, except so much
thereof as 18 used in the development and operation of the Unit Area, in-
cluding gas cycling, repressuring, pressure maintenance, waterflooding or
other operations carried on in accordance with this Plan of Unitization, or
is unavoidably lost, shall be apportioned among and allocated to the several
Separately Owned Tracts within the Unit Area in accordance with the Tract
Participation set forth and shown in Exhibit "B" hereto attached.

7.3 Distribution Among Tract Owners. Except as may be otherwise
suthorized or provided in this Plan of Unitization, the Unit Production
allocated to each Separately Owned Tract shall be distributed among, taken
in kind and separately disposed of or the proceeds thereof paid to the several
Persons entitled to share in the production from such Separately Owned Tract
in the same manner, in the same proportions, upon the same conditions and with
the same force and effect that they would have participated, taken or shared
in the production from such Separately Owned Tract, or the proceeds thereof,
had not the Unit been organized. Royalty payable on Unit Production so appor-
tioned and allocated to the restricted Indian leasehold interests in such tracts,
and the rentals provided for in the restricted Indian leases lnvolved, shall
be determined and paid on the basis prescribed in such individual restricted
Indian leases, and when such royalty on oil is paid in kind, such royalty oil
shall he delivered as provided in the lemsges.

7.4 Delivery in Kind. Except as may be otherwise authorized or pro-
vided in thie Plan of Unitization, and provided that adequate provisions are
made for the receipt thereof, the share of the Unit Production allocated to
each Separately Owned Tract shall be delivered in kind to the Persons entitled
thereto by virtue of ownership of Qil and Gas Rights therein or by purchase
from such owners, subject however, to the right of the Unit Operator to with-
hold and sell the same in payment of Unit Expense pursuant to this Plan of
Unitization, and subject further to the right of the Unit Operator to take
and use such portion of the Unit Production (including residue gas) as may
be required for operating purposes, including repressuring, pressure main-
tenance, waterflooding and any other operation carried on pursuant to this
Plan o; Unitization. Persons so entitled to take and receive in kind any
portion of the Unit Production shall have the right to construet, maintain
and operate within the Unit Area all necessary facilities for that purpose
at their sole risk and expense provided the same are so constructed, main-
tained and operated as not to interfere with the operations carried on pur-
suant hereto.

T.5 Fallure to Take in Kind. In the event any Person entitled to
take and receive in kind any portion of the Unit Production shall fail to
take and receive the same currently as and when produced, the other Persons
hereto entitled to receive Unit Production in kind may elect, by sc notifying




the Unit Operator in writing, to purchase such production. If two or more
Persons elect to purchase said production, the same shall be delivered to
them proportionately; provided, that if no Person hereto elects to purchase
sald production, the Unit Operator, for the account and at the expense of
such Person entitled to recelve such production, mey sell or itsell purchase
the same. The price to be paid, in any event, shall be at not less than

the market price prevailing at the time of such sale or purchase, and pay-
ments therefor shall be made by the Persons purchasing sald production or

the Unit Operstor, if such production 1is sold by it, direct to the Person

or Persons for whose account the same 18 s0 marketed. Any and all authority
conferred upon the Unit Operator or other Person or Persons by this Plan of
Unitization to take end market, or itself purchase, the Unit Production
accruing to the credit or interest of any Lessee or other Person or Persons
(other than the Unit Operator) shall be limited to the marketing or purchas-
ing of such Unit Production on a day to day basis, currently as and when pro-
duced, and nothing contained in this Plan of Unitization shall be deemed to
authorize the Unit Operator or other Person or Persons to sell any such Unit
Production under a contract or contracts providing for the future delivery
thereof for longer than is commensurate with the minimum needs of the Industry
under the circumstances and in no event for more than one year.

In case the owner of any royalty, overriding royalty or cther
interest in a Separately Owned Tract other than the Lessee of such tract has
the right to take in kind the share of Unit Production %o the credit of such
interest and falls to do so, the Lessee whose lease 1s subject to such royalty,
overriding royalty or other lnterest shall be entitled to take in kind the
Unit Productlion to the credit of such interest.

7.6 Payment of Royalty and Taxes. The Person or Persons receiving
in kind the Unlt Production allocated to any Separately Owned Tract or re-~
ceiving the proceeds of such Unit Production, if the same is marketed and
sold, or purchesed by the Unit Operator, shall be responsible for the payment
of, and shall indemnify the Unit, the other Lessees and the Unit Operator
againset any liabllity for, any and all royalties, overriding royalties, pro-
duction payments, gross production taxes and any and all other payments and
taxes chargeable against or payable out of the Unit Production which 1s re=-
celved in kind by, or the proceeds of which are paid to, such Person or
Persons, and neither the Unit nor the Unit Operator shall have any responsi-
bility or liabillty for payment of such royaliies, overriding royalties,
production paymente, gross production taxes or other payments or taxes.

T.T Title in Dispute. If at any time the title or right of any
Person claiming the right to receive in kind ell or any portion of the Unit
Production allocated to a Separately Owned Tract is in dispute, the Unit
Operator shall either {a) withhold and market, or itself purchase, the pore
tion of the Unit Production, title to which is in dispute, and impound the
proceeds thereof until such time ams the title or right thereto is established
by final Judgment of & court of competent Jurisdiction or otherwise to the
satisfaction of the Operating Committee, whereupon, the proceeda go impounded
shall be paid, without interest, to the Person or Persons rightfully entitled
thereto; provided, that royrlty acerued on any Unit Production allocated to
the restricted Indian leasehold interest in a Jeparately Owned Tract, title




to which production is in dispute shall be paid to the Five Civilized Tribes
Agency; or (b) may require that the Person or Persons to whom such Unit Pro-
duction is delivered, or to whom the proceeds thereof are pald, furnish
security for the proper accounting therefor to the rightful owner or owners
in the event the title or right of such Person or Persons shall fail, in

whole or in part.

7.8 Use of Production in Operations. The Unit Operator shall have
the right to take and utilize so much of the Unit Production as may be neces-
sary or desirable in the development and operation of the Unit Area, includ-
ing but without being limited to the use of gas {including residue gas) for
repressuring, pressure maintenance or other opermtions carried on in accord-
ance with this Plan of Unitization. No royalties, overriding royalties,
production payments or other payments shall be payable upon or with respect
to that portion of the Unit Production so taken and utilized by the Unit
Operator or which may be lost in handling or otherwise without want of due
diligence on the part of the Unit Operator.

7.9 Accounting for Outside Substances. If eny Outside Bubstence
is injected into the Unit, fifty percent (50%) of any like substance con-
tained in Unit Production subsequently produced and sold, or used for other
then operations hereunder, shall be deemed to be an Quteide Substance until
the aggregate of sald fifty percent (50%) equals the accumulated volume of
such Outside Substance injected into the Unit. No payments shall be due or
payable to Royalty Owners on any substance which is classified hereby as an
Qutside Substance.

8
OPERATING COMMITTEE

8.1 Creation and Representatives. An Operating Committee is hereby
created to consigt of one representative to be designated by each Lessee within
the Unit Area, provided that an individual Lessee may himself be a member of
the Conmittee, Buch designation shall be in writing and with respect to the
representative to participate at the organization meeting of the Committee
shall be presented at such meeting, or if thereafter made, shall be filed
with the Chairman of the Operating Committee. Any lLessee may in like manner
(a) designate an alternate representative who in the absence of the Lessee
or its regular representative sghall have the full right and power to repre-
sent the interest of such lessee, and (b) from time to time designate a new
representative or altermate to act for such Lessee.

8.2 Powers. The Operating Committee shall have the general overall
management and control of the Unit and the conduct of ite business and affairs
and the operations carried on by it, and is authorized and empowered, subjlect
to the terms and provisions hereof to do all things necessary, proper and
convenient for carrying out the terms and spirit of this Plan of Unitization
and to that end, not excluding or limiting any other power or powers that
may be necessary or proper for that purpose, shall have the following specific
powers and duties:




A. To adopt rules and regulations for the proper
functioning of the Operating Committee including such mat-
ters as the time and place of holding meetings, giving
notice and calling thereof and the method of voting on
any question all in a manner not inconsistent with the
express requirements of this Plan of Unitization.

B. To remove any Unit Operator.
€. To select a successor to any Unit Operator.

D. To determine the extent of drilling operations and
development to be carried on by the Unit Operator, including
the approval or disapprovael of the contemplated drilling,
deepening, plugging back, reconditioning, abandonment, or the
use to be made of any well or wells.

E. To pass upon and approve or disapprove all costs and
estimates of costes and any proposed expenditures by the Unit
Operator; provided, that the Operating Committee shall permit
without prior approval by it, the incurring of normal operat-
ing expense and any proposed expenditure by the Unit Operator
of not more than ten thousand dollars ($10,000.00); and provided
further that the approval by the Operating Committee of the drill~
ing of any well or wells or carrying out any specific project of
development or operation shall meen and include the approval of
all necessary expenditures In drilling, completing and equipping
such well or wells or carrying out such project.

F. To determine from time to time the rate at which, and
the welle from which, the Unit Production shall be produced in
conformity with good engineering practices and any applicable
conservation laws or regulations.

G. To pass upon, approve or disapprove the salie O other
disposition of any major item of surplus equipment the current
1list price of new equipment similar thereto being two thousand
five hundred dollars ($2,500.00) or more.

H. To approve and authorlze the purchese, construction,
location, abandonment, pale or other disposal of any processing
plant, compressor plant, tank batteries, salt water disposal
system or other facllitles serving the Unit Area, or an undivided
interest therein,.

I. To determine the kind, character and method of operation
of any type of recovery program to accomplish the Plan of Operation
get forth in Section 14 hereof.



J. To provide for the proper auditing of the accounts
of the Unit Operator with respect to the operation and deve-
lopment of the Unit Area as provided in Paragraph 18.1 hereof.

K. To appoint such subcommittees as it may deem proper
and requisite to act under the authority and subject to the
control of the Operating Committee in accordance with the
terms of this Plan of Unitization.

L. Tc approve or disapprove any proposed plan of deve-
lopment or operation or smendment thereof required to be sub-
mitted to any repulatory body having Jurisdiction of the subject
matter thereof.

M. 7o approve or disapprove any proposed expenditures for
expert technical advice, including any extra services rendered
by the Unit Operator's technical staff, not contemplated by the
provisions of the Accounting Procedure hereto attached, marked

Exhibit "C".

N. To direct and consult with the Unit QOperator in all
matters perteining to the duties and functione of the Unit

Opertor,

8.3 Voting Interest. Bach Lessee within the Unit Area shall have
a vote equal to the proportionate interest of sald Lessee in the Unit deter-
mined as follows;

A. With respect to each Separately Owned Tract, the Lessee
or Lessees thereof shall have a vote equal to the Tract Partici-
pation as shown in Exhibit "B" hereto attached,

B. ©Should there be more than one Lessee of a Separately
Owned Tract, the vote in respect thereof, shall be divided
emong such Lessees in the proportion as such Lessees share in
the Unit Expense chargeable to such tract.

C. The vote of & Lessee having an interest in more than
one Separately Owned Tract shall be the sum total of the votes
of such Lessee with respect to all such tracts.

8.4 Vote Required. Except as otherwise herein provided, all
governing action of the Operating Committee shall be by affirmative vote
of three or more Lessees having sixty-five percent (65%) or more of the
votlng interest in the Unit; provided, however, if any single Lessee has
a voting interest in excess of thirty percent (30%) and such Lessee fails
Yo vote or votes againet a motion or resolution, then the affirmative vote
of Lessees having ninety percent (90%) or more of the remaining voting in-
terest In the Unit shall be sufficlent to pass the motion or resolution.
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8.5 Poll Vote. The Operating Committee shall establish a prow-
cedure whereby members may vote by proxy and whereby the Chairman of the
Operating Committee may poll its members by letter ballot to secure their
approval of any action necessary to the proper conduct of the Unit opera-
tions. The result of such poll shall be promptly reported to the Operating
Committee.

8.6 Notices. Notices or other communications addressed and sent
to the Unit or to the QOperating Committee by United States mall or telegraph
in care of the Unlt Opemstor shall be deemed to have been properly glven to
or'served upon the Unit or Operating Committee. The Unit Operator shall
promptly deliver all such notlices or communications to the Chairman or
Secretary of the Operating Committee.

9
ORGANIZATION OF UNIT AND EFFECTIVE DATE

9.1 Organization Meeting. Subject to call by the Unit Operstor,
the representatives designated by the several Lessees to serve on the Cperat-
ing Cormittee shall meet at some convenient place to perfect the organization
of the Operating Committee. Such meeting may be held at any time after ten
(10) days from the date of the order of the Commission determining that this
Plan of Unitization has been ratified or approved by the requisite Lessees and
Royalty Owners as required by law. Notice of the time and place of said meet-
ing shall be mailed at least ten (10) days prior thereto to all Lessees within
the Unit Ares whose names and addresses are known to the Unit Qperator, as well
as those Lessees who shall have within ten (10) days from the date of said order
notified the Secretary of the Commission in writing of their desire to be so
notified of the meeting. Any Lessee within the Unit Aree desiring notice of
such meeting may file a statement of such desire with the Becretary of the
Cormiseion, giving ites neme and the address to which it desires the notice
to be sent.,

9.2 0Officers. The Operating Committee shall organize by selecting
8 Chairman, a Secretary and such other officers as the Committee may deem
proper. The representative of the Unit Operator shall be designated as
Chairman. The Secretary and other officers may or may not be members of
the Committee. The Chairman shall preside at all meetings of the Operating
Commeittee and shall be the chief executive officer of the Unlt. The Secretary
shall Keep and maintain all the records of the Committee and shall also be
Becretary of the Unit. Such officers shall serve at the will of the Operating
Committee and perform such other duties as may be delegated to them by the
Operating Committee. Contracts and other legal instruments, after proper
resolution by the Operating Committee, shall be executed on behalf of the
Unit by the Chairman of the Operating Committee and attested by the Secretary

thereof'.

9.3 Effective Date. Upon completion of its organization, the
Operating Committee shall proceed to make plans and preparations and take
such steps as are neceasgary including an inventory of all properties for the
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taking over of the unitlzed operatlons and further development of the Unit
Area by the Unit. It shall in advence thereof fix the time when the Unilt
will take over such operation and development, and give the Leesees within
the Unit Area reasonahle notice thereof. The time so fixed shall not he
less than fifteen (15) days after the entry of the order of the Commission
determining that this Plan of Unitization has been ratified or approved by
the requislte Lessees and Royalty Owners ae required by law, nor more than
six months after the time when sald order shall have become final as set
out {n Paragraph 9.6. The time when the Unit takes over the operation and
further development of the Unit Aren shall be the Effective Date of thile
Plan of Unitization.

9.4 Failure to Take Over Operationa. In the event the Unit shall
fall to assume and take over the operation of the Unit Area on or before
six (6) months after the time when the order or orders of the Commission
creating the Unit and determining that this Plan of Unitization has been
ratified or aepproved by the requisite Lesseea and Royalty Owners as required
by law shall have become final, then and in that event the Unit shall, with~
out further action on the part of the Operating Committee or the Commission,
be dissolved and all rights and obligations under this Plan of Unitizetion
shall be at an end, except that any and sll cost and expense incurred by the
Unit or Unit Operator incident to its organization or preparatory to the
taking over of the operation of the Unit Area shall be horne and paid for by
the Lessees who have executed this Plan of Unitization in proportion as the
interest of each such Lessee in and to the tracts comprising the Unit Area
as set out in Exhibit "B" bears to the total interest of all such Leasees who
have signed this Plan of Unitization.

9.5 Duration. In the event the Unit assumes and takes over the opera-
tion of the Unit Area within the time so named, this Plan of Unitization ehall
thereafter remain in force and effect until such time as the Unit is dissolved
and abandoned as provided in Section 25 hereof or untll otherwise superseded
as provided by law.

9.6 Commission Order Final. The aforesaid order of the Commission
ahall be regarded as having become final at the end of the time allowed by
law for any appeal therefrom, if no appeal 1s taken, or, if an appeal is taken,
then upon the final determination of any such appeal.

9.7 Filing of Plan. The Unit Operator, on or before fifteen {15)
days after the Effective Date hereof, shall file, with the County Clerks of
Grady and Stephens Counties, Oklahoma, the Secretary of the Commission and
the Supervisor, a written declaration signed by the Chairman and Secretary
of the Operating Committee setting forth:

A. The hour, day, month and year on which the Unit
took over the operation of the Unit Area.

B. A description or plat of the lands included within
the Unit Area.
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C. The cause number and date of the Commiassion order
approving this Plan of Unitization, with an appropriate refer-
ence to such order and the flles of the Commission for further
information concerning this Plan of Unitization.

9,8 Lall of Meetings. All meetings of the Operating Committee for
the purpese of considering and acting upon any matter pertaining to the de-
velopment and operation of the Unit Area shall be called by Unit Operator
upon 1ts own motion or at the request of one or more Lessees having a voting
interest of not less than ten percent (10%). No meeting, except in case of
emergency, shall be called on less than fourteen {14) days advance written
notice with agende for meeting attached., The QOperating Committee phall have
the right to amend items included on the agenda, deciding on amended items
and deciding other items presented at such meeting.

10
UNIT OPERATOR

10.1 Conduct of Operations. Subject to the further provisions of
this Plen of Unitization, operations in connection with the development, and
the operations of the Unit Area for 0il and Gas shall be carried on and con-
ducted by Unit Operator in accordance with the instructions of the Operating
Committee,

10.2 Initial Unit Operator. The British-American 0il Producing
Company is hereby designated as Unit Operator.

10.3 Duties. The Unit Operator shall:

A. Conduct all such operations in & good and workmanlike
manner.

B. Keep full, true and correct books, accounts and re-~
cords of 1te operations hereunder which shall be made avail-
able for inspection at all reascnable times by any of the
Leggees within the Unit Area.

C. Mail to each Lessee and the Supervisor, on or before
the 20th day of each calendar month, a true and correct state-
ment of all Unit Production for the previous calendar month
showing the volume of 01l and Gas sold together with such re-
ports as are deemed necessary to compute the monthly royalties
due the restricted Indian Lessors.

D. Carry for the joint account, the Insurance specified
in Exhibit "D", and shall charge the premlium therefor to the
Joint eccount.

E. Keep the lands and leases within the Unit Area free
from liens and encumbrances occasloned by the operations of
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