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13.2 Resipnation or Removal. Unit Operator may resign at any time,
The Operating Ccmmittee may remove Unit Operator by the affirmative vote of at
least Seventy-Five percent (75%) of the voting interest remaining after exciud-
ing the voting iaterest of Unit Operator, A Uuit Operator who resigns or is
removed shall not be released from its obligations hereunder for a period of
Three (31 months after its resignation or discharge unless a successcer Unit Opera-
tor shall have taken over the operations hereunder prior to the expiration of said
peried.

13.3 Selection of Successor, Upon the resignation or removal of a
Unit Operator, a successor Unit Operator shall be selected by the Operating Com-
mictee, If the Unit Operator that 1is removed fails to vote or votes only to
succeed itszelf, the successor Unit QOperator may be selected by the affirmative
vote of Sixty-Five percent (65%) of the voting interest remaining after exclud-
ing the vorirg interest of the Unit Operator that was removed,

ARTICLE 14

AUTHORITIES AND DUTIWS
OF UNIT OPERATOR

14,1 Exclusive Right to Operate Unit. Subject to the provisions of
the Plan of Unitization and to instructions from zhe Operating Committee, Unit
Operator shall have the exclusive right and be obligated to conduct Unit
Operations.,

14.2 Worlmanlike Conduct, Unit Operator shall conduct Unit Opera-
tions in a good and workmanlike manner as would a prudent operator under the
same cor similar cirrumstances. Unit Operator shall freely consult with the
Operating Comnittee and keep them informed of all matters which Unit Operator, in
the exercise of its best judgment, considers important. Unit Operator shall not
be liable for damaxes, unless such damapges result from its gross negligence or
willful misconduct.

14.3 Liens and Encumbrances, Unit Operator shall endeavor to keep the
lands and leases in the Unit Area free from all liens and encumbrances occasioned
by Unit Cperations, except the lien of Unit Operator granted hereunder.

14.4 Employees, The number of employees used by Unit Operator in con=
ducting Unit Operations, their selection, hours c¢f labor, and compensation shall
 be determined by Unit Operator, Such employees chall be the employees of Unit
Operacor,

14.5 Records, Unit Operator shall keep correct books, accounts and
records ¢f Unit Operations,

14,6 Repurts to lessees, Unit Operatcr shall furnish Lessees a
report of operations on a monthly basis, or at auch other interval as may be.
specified by the Operating Committee,

i4,7 Reports to Governmental Authorities, Unit Operator shall make
all reports to govermmental auvthorities that it has the duty to make as Unit
Uperator,
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14.8 Engineering and Geological Information. Unit Operatcer shall
furnish to each Lessee, upon written request, any engineering and geological data
available to Unit Operator pertaining to Unit Operations.

14.9 Expenditures, Unit Operator 1s authorized to make single <xpen-
ditures not in 2xcess of Ten Thousand Dollars ($10,000.00) without prior spwroval
of Lessees, Unit Cperator shall furnich the Operating Committee a detailea Author-
ity for Expenditure for their approval of any expenditure in excess of Ten Thousand
Dollars (510,000.00). Yf an emergency occurs, Unit Operator may Iimmediately make
or incur such expenditures as in its opinion are required to deal with the emer-
gency, Unit Operator shall report to Lessees, as promptly as possible, the nature
of the emergency and the action taken, Unit Opevator shall furnish lLessees with
information copies of any AFE's it may prepare for expenditures of less than
Ten Thousand Dollars ($10,000.00).

14.10 Wells Drilled by Unit Operator, All wells drilied by Unit Opera-
tor shall be at the usual rates prevailing in the area. Unit Operator may employ
its own tools and equipment, but the chavge therefor shall not exceed the prevail-
ing rate in the area, The rate of such charge shall be approved by the Operating
Committee before drilling operations are commenced, and the work shall be performed
by Unit Operator under the same terms and conditions as are usual in the area in
contracts of independent contractors doing work of a similar nature.

14.11 Nondiscrimination, Operator ag-ees in its performance of this
agreement to comply with all of the provisions .f the Nondiscrimination Clause
which is hereto annexed as Exhibit E and made a part hereof,

14.12 Restoration of Surface Conditions Existing Prior to Unitizatiom.
Unit Operator shall be authorized to £ill pits, 1emove concrete foundations, os
perform any other rastoration work necessary to 1estore surface damage which
existed prior to Ef’ective Date. The cost of an: such work to restore surface
to a condition that is acceptable to the proper vegulatory body shall be borne
entirely by the Lessee or Lessees who contributec such lands to the Unit; pro-
vided, however, that any restoration work charger to original Lessee wust be
performed within one year after Effective Date, und must further be in compliance
with regulatory body requirements in effect on such Effective Date.

ARTICLE 15
TAXES

15,1 Ad Valovem Taxes. Beginning wit® the first calendar year after
the Effective Date, Unit Operator shall make and £ile all necessary ad valorem
-tax renditions and returns with the proper taxine authorities covering all real
and personal property of each Lessee used or held by Unit Operator in Unit Op.ra=
tions, Unit Operator shall settle assessments arising therefrom, All such

ad valorem taxes shall be paid by Unit Operator uand charged to the Lessees in
proportion to their Unit Participation in effect at the time; however, if the
interest of a Lessee is subject to a scparately essessed overriding rovalty
interest, producti~n payment, or other imterest in excess of one-eighth (1/8)
royalty, such Lessec shall notify Unit Operator cf such interest prior to the
rendition date and shall be given credit for the reduction in taxes paid
resulting therefrom. Any Lessee may elect to render for ad valorem and pay such
taxes as pertains Lo his interest in the real and personal property subject to
this Plan of Unitization; provided, any Lessee electing to render and pay such
taxes separately shall notify Unit Operator in wiiting at least thirty (30) days
prior to last day for filing a timely rendition.

15.2 Diye:t Texes and Assessments, Earh Lessee shall pay or cause
to be paid all prod:crion, severance, gathering ard other direct taxes and
assessments imposed upon or on account of the pro.uction or handling of its
share of Unit Produczion,
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ARTICLE 16
INSURANCE

16.1 Insurance, Unit Operator, with respect to Unit Operations chall
do the following:

16.1.1 Comply with the workmen's compensation law of the
State of Oklahoma, ‘

16.1.2 Require that each contractor and subcontractor
engaged in Unit Operations comply with the workmen's compensa-
tion law of the State of Oklahoma.

16.1.3 Carry or provide such other insurance as set forth
in Exhibit "D",

ARTICLE 17
ADJUSTMENT OF INVESTMENT

17.1 Personal Property Taken Over. Upon the Effective Date hereof,
Lessees shall deliver to Unit Operator the follcwing:

17.i.1 Wells, All wells completed in the Unitized Formation
and shown on Exhibit "B",

17.1.2 Well and Lease Equipment. The tubing and casing in
each weli, together with the wellhead comnections thereon and all
rods, pipe and other lease and operating equipment used in the op-
ergtion of such wells which the Operat.ng Committee shall determine
is necessary or desirable for conducting Unit Operations, Provided,
however, any special equipment and property necessary for the opera-
tion of wells completed in the Unitized Feormation and in a non-
unitized formation and not needed for Unit Operations shall not
be turned over to Unit Operator and shall not be included in the
inventory provided in Section 17.2 of <his Article,

17.1.3 Records. A copy of all production and well records
that pertain to such wells, purchaser number and voluntary unitiza-
tion agreements.

17.2 Inventory and Evaluation of Personal Property. An initial in-en~-
tory of material ard equipment shall be taken at Unit expense. The perscnal
property taken over shall be evaluated aand priced by the Operating Committee. The
inventory shall include all "controllable equipmunt" as defined in Exhibit 'C",
including casing in the wells, and such other items of '"mon-controllable" equin-
ment as may be deiermined by the Operating Committee,

17.3 Investment Adjustment. Upon appioval by the Operating Committ:e
of such inventory and evaluation, each Lessee shcll be credited with the value
of its interest in all personal property so taken over by the Unit Operator uuder
Section 17.1.2 and charged with an amount equal to that obtained by multiplying
the total wvalue of all personal property taken cver by Unit Operator under Sec-
tion 17.1.2 by such Lessee's Phase II Unit Participation. If the charge against
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any Lessee is greater than the amount credited to such Lessee, the resulting net
charge shall bte paid and in all respects be treated as any other item of ¥rnit
Expense chargeable against such Lessee, If the credit to any Lessee is greater
than the amount charged against such Lessee, the resulting net credit shall be
paid to such Lessee by Unit Operator out of funds received by it in settlement
of the net charges described aboave,

17.4 General Facilities. The acquisition of warehouse, warehouse
stocks, lease houses, camps, facility systems and office buildings necessary
for Unit Operations shall be by negotiations by and between the owners thereof
and Unit Operator, subject to the approval of the Operating Committee,

17.5 Ownership of Personal Property and Facilities, Each Lessee,
individually, shall, by virtue hereof, own an undivided interest in all personal
property and facilities taken over or otherwise acquired by Unit Operator pur-
suant to this Plan of Unitization equal to its Phase TII Unit Participation,

17.6 Well Investment. There shall be no adjustment of intangible well
cogsts for any wells taken over by Unit Operator.

ARTICLE 18
UNIT EXPENSE

18.1 Bails of Charge to Lessees. Un:it Operator initially shall pay
and discharge all costs and expenses incurred i the development and operation
of the Unit Area. All charges, credits and acciunting for such costs and ex-
penses shall be in accordance with Exhibit "C'"., Except as may be otherwise
hereinafter provided, the Lessee or Lessces obligated or responsible for the
costs and expensee or operating a Tract for 01l and Gas in the absence of uniti-
zation shall, in the same proportion and to the same extent, be chargeable with
and responsible for the payment of such costs and expenses charged against such
Tract.

During the period when Phase I is in effect, Unit Expense shall
be apportioned among and assessed against Tracts as follows: Unit Expense of an
investment nature shall be borne on the basis of Phase II Tract Participation;
Unit Expense of an operating nature including cverhead charges shall be borne
.on the basis of Phase I Tract Participation, During the period when Phase Il
is in effect all Unit Expense shall be borne on the basis of Phase II Tract
Participation,

18.2 pudgets., Before or as soon as practical after the Effective
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Pate hereof, Unit Operator shall prepare a budget of estimated costs and expenses
for the remainder of the calendar year and on or before the first day of each Au-
gust thereafter shall prepare a budget of estimated costs and expenses for rhe
ensuing calendar year, Such budgets shall set forth the estimated costs and
expenses by quarterly periods. Budgets so prepared shall be estimates only and
shall be subject to adjustment and correction by the Operating Committee and Unit
Operaiar from time to time whenever it shall appear that adjustment or correction
is proper, A copy of each such budget and adjusted budget shall be promptly
furni:hed each Lessee, :

18.3 Advance Billing. Unit Operator shall have the right at its option
to require Lessees to advance their respective preoportions of Unit Expense by
submitting to Lessees, on or before the 15th day of any month, an itemized esti-
mate of such costs and expenses for the succeeding month with a request for pay-
ment in advance. Within fifteen (15) days thereafter, each Lessee shall pay to
Unit Operator its proportionate part of such estimate, Adjustment between
estimates and the actual costs shall be made by Unit Operator at the close of each
calendar month, and the accounts of the Lessees snall be adjusted accordingly.

18.4 Commingling Funds., WNo funds received by Unit Operator under this
Plan of Unitization need be segregated by Unit Op2rator or maintained by it as 1
joint fund, but may be commingled with its own funds,

18.5 Unpaid Unit Expense. If any Lessee fails or is unable to meet
promptly its financial obligations in connection with the Unit, the unpaid bal-
ance of its share ot Unit Expense shall be carried and paid by either Unit
Operator at Unit Operator's option or by all non-defaulting Lessees who are
gignatory to this Plan of Unitization in the proportion that the Unit Participa-
tion of each bears (o the total Unit Participation of all such Lessees, Such
amount shall bear interest at the rate of ten percent (10%) per annum., Lessees
80 paying the same shall be reimbursed therefor, -ogether with interest thereor,
when the amount so carried and the interest thereon are collected from the
Lessees primarily cliargeable therewith, The amount carried shall be due and
payable out of the proceeds from the defaulting Lesgee's share of Unitized
Production including overriding royalty interests, oil and gas payments, or
other interests in excess of a 1/8 royalty interest to which such Lessee's
interest is subject. During the time that any Lessee fails to pay its share of
the Unit Expense, the Unit Operator shall be entitled to collect and receive from
the purchaser the proceeds from such Lessee's share of the Unit Production, All
credits to any such defaulting Lessee on account of the sale or other disposal of
Unit Equipment, or otherwise, shall also be applizd against the unpaid share of
‘Unit Expense charged against such Lessee,

18.6 Liensg and Foreclosures. The Unit shall have a first and prior
lien upon the leasehold interest, exclusive of a 1/8 royalty interest, in and
to each Tract, the interest of the owners thereof in and to the Unit Production
and all equipment in possession of the Unit, to secure payment of all costs and
expenses incurred in the development and operatiou of the Unit Area and properly
charged to and against such Tract, provided that such lien may be enforced
agalnst overriding royalty interest, or other interests (exclusive of 1/8 rovyal:y
interest) which are otherwise not chargeable with such costs and expenses, only
in the event the owner of the interest or interests primarily responsible fail.
to pay such costs and expenses when due, and the Unit Production to the credit
thereof is insufficient for that purpose, In the event the owner of any rovalty
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interest, overriding royalty, oil and gas payment or other interest which under
this Plan of Unitization is not primarily responsible therefor pays any pazt of
such unit costs and expenses for the purpos: of protecting such interest, or if
the amount of such unit costs and expenses ia whole or in part is deducted from
the Unit Production credited to such interest, the owner shall, to the extent

of such payment cr deduction, be subrogated to all of the rights of the Unit

and the Unit Operator with respect to the interest or interests primarily charge-
able with such unit costs and expenses. A One-Eighth (1/8) part of the Unit
Production allocated to each Tract shall in all events be regarded as royalty

to be distributed to and among and the proceeds thereof paid to the Royalty
Owners free and clear of all unit costs and expenses and free of any lien there-
for. The lien hereinabove provided for shall be for the use, benefit and
protection of the Unit Operator or other Lessees or Parties entitled to receinve
or share in the monies, the payment of which is secured thereby, and in the
event of failure of the Unit to enforce such lien, the Unit Operator or other
Party entitled to the benefit thereof, shall be subrogated to the lien rights

of the Unit, including the right of fereclosure, The lien may be foreclosed

at any time in the manner provided by law.

ARTICLE 19

OPERATION OF NON-UNITIZED FORMATIONS

19,1 Right to Operate in Non-Unitizec Formations. Any Lessee now
having, or hereaftzs acquiring, the right to dri.l for and produce o0il. gas
or other minerals sithin the Unit Area cother than from the Unitized Formatiocn,
.shall have the right to do so notwithstanding th:.s Plan of Unitization. 1n
exercising said right, however, such Lessee shall exercise reasonable precasut:on
to prevent unreasciable interference with operations hereunder, No Lessee sh:ll
produce Unit Production from the Unitized Formation in any well drilled or op¢tr-
ated by it. 1If a Lessee drills any well into or through the Unitized Formaticn,
the Unitized Formation shall be cased or otherwise protected in such a manner
that operations hercunder in the Unitized Formation will not be adversely
affected,

19.2 OQOperation of Multiple Completed YWells, Although wells taken
over by Unit Operator on or after the Effective Date hereof may be completed
in formations in addition to the Unitized Formation, no such wells may be mui.i-
ple completed unless such 1s approved by and carried out in a manner prescribed
by the Operating Comittee, However, there is expressly reserved to any Lessce
.who delivers to Urit Operator a well completed in formations in addition to the
Unitized Formation the use of such well for the purpose of exploring, developing
and operating such ather formations for the production of 0il and Gas; proviard
that such Lessee thall at his sole cost, risk and expense explore, develop an~
operate such other formations and furnish, install and maintain equipment neressary to
segregate such Lessees production from the Unit Productien both in the well and
on the surface, all in a manner approved by the Operating Committee. 1n the
event it becomes necessary to workover, recondition or redrill a multiple com-
pleted well by reason of operations for production from such other formation,
or the abandonment thereof, said workover, reconditioning, redrilling or abandon=-
ment shall be done by and at the sole cost, risk and expense of the Party or
Parties responsible for operations in such other formations and at the approval
of and under the supervision of the Operating Cc.mittee, In the event of an
emergency oxr the jailure of such Party or Parties to comply with the requirements
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of the Operating Committee, the QOperating Committee shall have the autherity to
perform all work necessary to protect the Unitized Formation. In the event it
becomes necessary to workover, recondition or redrill a multiple completed well
by reason of tle development, operation or abandomment of the Unitized Foowation,
said workover, raconditioning or redrilling shall be done by the Unit Operator
under the supervision of the QOperating Committee and any extra expense incurred
in such workover, reconditioning or redrilling resulting from or occasioned by
the well being multiple completed in such other formation shall be borne by the
Party or Parties responsible for operations in such other formation, The term
"extra expense" as uged above shall mean the difference between the normal charges
incurred in working over, reconditioning or redrilling a multiple completed well
and the normal charges for doing the same work on a well which 1s not multiple
completed, The Unit Operator shall furnish saild Party or Parties with an esti.-
mate of such charges prior to commencement of such work. In the event there is
a conflict of interest between the Unit and the Party or Parties responsible for
operations in such Jther formations, the interests of the Unit shall prevail.
Except for bad faith or gross negligence, neither the Unit nor the Unit Operator
shall be liable or vesponsible for any damage to or loss of production from any
other common sources of supply, nor for damage to the property, equipment; or
facilities of such Lessee used in development and operations of such multiple
completed well,

ARTICLE 20
CLAIMS AND SUITS

20.1 Set-lements. In the event claim is made against any Lessee or
any Lessee is sued on account of any matter or thing arising from the develop-
ment and operation of the Unit Area and over which such Lessee individually has
no control because 5f the rights, powers and duties herein granted the Unit, siid
Lessee shall immedi:itely notify the Unit Operator in writing of such claim or
sujt. The Operatini Committee shall assume and take over the handling of such
claim or suit and all costs and expenses of handling, settling or otherwise dis=
charging such claim or suit shall be treated, regarded and paid as any other
item of Unit Expense, provided that Unit Operator shall have the authority to
settle any single sult or claim not involving a payment in excess of Thirty-Five
Hundred Dollars ($3,500.00) provided such payment is a complete settlement of the
claim or suit.

20,2 Notice of Damages, Claims and Suits., Unit Operator shall report
to Lessee as soon as practicable after each occurrence, damages or losses to Unit
. equipment, accidents, occurrences, claims or suiis involving third party bodily
injury or property damage which are not covered by insurance carried for benefit
of Lessees,

ARTICLE 21
FORCE MAJEURE

21.1 Force Majeure. All obligations of each Party hereto, except for
the payment of monevy, shall be suspended while said Party is prevented from con-
plying therewith, in whole or in part, by strikes, fire, war, civil disturbances,
acts of God, federal, state or municipal laws, orders or regulations, inability
to secure materials or other causes beyond the reasonable control of said Party;
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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 its will to adjust cr settle any labor dispute. This Plan of
Unitization or the leases or other instruments subject hereto shall not be term-
inated by reason of suspension of Unit Operations due to the aforesald causes,

ARTICLE 22
INTERNAL REVENUE PROVISION

22,1 Internal Revenue Provision. Each Lessee hereby elects that it
and the operations covered by this Plan of Unitisation be excluded from the ap-
plication of Subchapter K of Chaptzr I of Subtitle A of the Internal Revenue Code
of 1954, or such portion or portions thereof as the Secretary of the Treasury of
the United States or his deiszgare shall permit by election to be excluded there=
from. Unit Operator is hereby authorized and directed to execute on behslf of
each Lessee such additional or further evidence of said election as may be re=
quired by regulations issued under said Subchapter K, or should said regulatiors
require each party to execute such further evidence, each Lessee agrees to
execute or join in the execution thereof. Election hereby made in the other
provision of thils pcragraph shall apply in like manner to applicable State Law:,
regulations and rulings now in effect. In making this election, each of the
Lessees hereto herehy states that the income derived by it from the operations
under this Plan of Unitization can adequately be determined without the compute-~
tion of partnership taxable income.

ARTICLE 23
NOTICES

23.1 Notices, All notices required hereunder shall be in writing
and shall be deemed to have been properly served when gent by mall or telegram
to the last known uddress of the representative of each Lessee on the Operating
Committee in accordznce with Article 12 hereof.

ARTICLE 24

ORCANIZATTON OF UNIT AND
EFFECTIVE DATE OF PLAN

24,1 Call of Grganizational Meeting., Subject to call by the Lessee
designated herein as the Unit Operator, the representatives designated by the
Lessees shall meet to perfect the organization of the Operating Committee, Such
meeting may be held at any time after Twenty (20} days from the entry of the
Order of the Commir¢sion approving this Plan of Unitization. Notice of time anc
place of meeting shell be mailed at least Ten (190) days prior thereto to all
Lessees within the Unit Area whose names and addresses are known to the lessee
calling said meeting, as well as those Lessees wno shall have, within Ten (10)
days from the date of said Order, notified the Secretary of the Commission in
writing of their derire to be so notified of the ineeting. Any Lessee within
the Unit Area desiriag notice of such meeting may file a statement of such de-
sire with the Secretary of the Commission, giving its name and the address to
which the notice is to be sent.




24.2 Effective Date, The Operating Committee shall determine, and
give Lessees reasonable notice of, the time when the Unit will take over and
cormence Unit Operations. The time shall nc! be less than Twenty (20) davs from
the entry of the Order approving the Unit or more than six (6) months arter the
time when the Order approving the Unit becowmes final.
¢

24,3 Non-Approval of Plan of Unitization by Commission. If an Grder
of the Commission approving the Unit has not been entered prior to January 1,
1973, then this Plan of Unitization shall terminate on that date, hereinafter
called the Termination Date, and thereafter be of no further effect, unless
prior thereto this Plan of Unitization has been signed, ratified or approverd by
Lessees owning a combined Phase II Participaticun of at least sixty-five percvent
(65%), and Lessees owning a combined Phase II Participation of at least sixty~
five percent (65%) elect to extend said Terminaiion Date for a period not to
exceed six (6) mo:ths., If the Termination Date is so extended and an Order of
the Commission approving the Unit is not entered on or before the extended
Termination Date, this Plan of Unitization shall terminate on the Extended
Termination Date ind thereafter be of no further force and effect.

24 .4 Foilure to Take Qver Operations. In the event the Unit shal

fail to assume and take over the operations of tie Unit Area on or before six

{6) months after the time when the Order of the ommission approving this Plan
of Unitization shall have become final, then an' in that event the Unit shall,
without further action on the part of the Operating Committee, or the Commission,
be dissolved and a.l rights and obligations under this Plan of Unitization shzll
be at an end, excent that any and all costs and 2xpenses incurred by the Uni- in-
cident to its organization or preparatory to the taking over of the operation of
the Unit Area shal' be borne and paid for by the Lessees whose representatives

on the Qperating C:mmittee by their vote author:.zed the incurring of such ex-~
penses, on the bas s of the Phase II Unit Participation. In the event the Unit
assumes and takes over the operation of the Unir Area within the time so nam2c,
this Plan of Uniti:ation shall thereafter remaiv in force and effect until such
time as the Unit is dissolved and abandoned as liereinafter provided,

24,5 Wh2n Commission Order Becomes Final, The Order or Orders of {he
Commizseion—approving-this-Plan-of-Unitization shall be regarded as having bec.ime
final at the end of the time allewed by law for an appeal therefrom, {f no appeal
is taken, or, if on appeal is taken, then upon the final determination of any such
appeal,

: 24,6 Certificate of Effectiveness, The Unit Operator shall withirn

- thirty (30) days aufter the Effective Date hereo! submit to the County Clerks of
Stephens and Carter Counties, Oklahoma, and to the Secretary of the Corporatjon
Commission of Oklahoma, for filing, a written d:claration signed by the Unit
Operator and Secrietary of the Operating Commitcce, setting forth,

(a) the hour, day and year on wulch the Unit took over
the operation of the Unit A:rea;

(b) a description or plat of th¢ lands included within
the Unit Area; and

(¢) the cause number, order number and date of the
Commiseion Order approving chis Plan of Unitization.
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ARTICLE 25
ABANDOMMENT OF WELLS

25.1 Rights of Former Owners, If the Operating Committee decides to
abandon permanently any Unit weil prior to terminatiom of the Unit, Unit Operator
shall give written notice therenf to the Lessees of the Tract on which the well
1s located, and they shall have the option for a period of Ninety (90) days after
the sending of such neotice to notify Unit Operator in writing of their election
to take over and own the well, Within Thirty (30) days after the Lessees of the
Tract have notified Unit Operator of their election to take over the well, they
shall pay Unit QOperator, for credit to the jonint account, the amount estimated
by the Operating Committee to be the net salvage value of the casing and equip-
ment in and on the well. The Lessees of the Tract, by taking over the well,
agree to promptly and effectively seal off and protect the Unitized Formation .In
a manner satisfactory to the Operating (ommittee, and upon abandonment to plug
the well in compliance with applicable laws and regulations.

25,2 Plupging, If the Lessees of a Tract do not elect to take over a
well located thereon which is proposed for abandunment, Unit Operator shall plug
and abandon the well in accordance with applicable laws and regulations, Charges
and credits for abandoning wells or equipment shall be shared according to pro=
visions of Section 26.2.4,

ARTICLE 26
TERM AND ABANDONMENT OF OPERATIONS
26.1 Teim. The Unit and this Plan of Unitization shall continue iu
effect until such time as the Operating Committee by a vote of at least 51% o
the voting interest determines that Unict Production can no longer be produced

in paying quantitl:zs or that Unit Operations are no longer feasible,

26.2 Abandonment of Operations. Upon abandonment of operations:

26,2,1 041l and Gas Rights. 01l and Gas Rights in and to each
of the several Tracts shall no longer be affected by this Plan of
Unitization, and thereafter the owners thereof shall be governed L
the terms and provisions of the leases, contracts, and other instru-
ments affecting the separate Tracts,

26 2,2 Ripht to Operate, Lessees of any Tract that desire to
take over and continue to operate wells located thereon may do so by
paying linit Operator, for credit to the joint account, the net salvage
value of the casing and equipment in and on the wells taken over, as
estimated by the Operating Committee, and by agreeing upon abandonment
to properly plug the wells in compli-nce with applicable laws and
regulations.
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26,2.3 Salvaging Wells and Unit Equipment, Unit Operator shall
salvage the Unit Equipment and as much of the casing and equipment in
or on wells not taken over by Lessees gf the geparate Tracts as can
economically and reasonably be salvaged, and shall properly plug =nd
abanden the wells in accordance with applicable laws and regulations.
Unit Operator shall have Six (6) months after ceasation of the produc~
tion of Unitized Substances within which to conduct the salvaging and
plugging operations,

26.2.4 Abandonment Costs and Digtribution of Assets., FEach lLeasee
shall share in the plugging and abandonment costs in proportion to its
ownership of the phase then in effect.

(a) The value of the material and equipment salvaged
shall be shared on the basis of Phase II ownership,

{b) Should a decision be made to sell the Unit as a
producing property in lieu of abandonment, all such
sale proceeds shall be shared on the basis of
Phase II cwnership.

26,3 Certificate of Termination. When Unit Operations are abandoned
and the affairs of the Unit terminates, Unit Operator shall submit to the County
Clerk of Stephens and Carter Counties, Oklahoma, and to the Secretary of the
Commission, for filing, a certificate of termination signed by the Chalrman of

the Operating Committee setting forth the fact and time of termination of the
Unit,

26,4 Obligations Payable After Terminstion, If any liability or
obligation incurred prior to termination of the Unit shall accrue and become
payable thereafter, the amount shall be borne and paid a&s Unit Expense in the
same manner as 1f it had accrued prior to terminetion of the Unit,

ARTICLE 27

AMENDMENT OF PLAN OF UNITIZATION
AND ENLARGEMENT OF UNIT

27.1 Am~ndment and Enlargement. Any amendment of this Plan of
Unitization or any enlargement of the Unit Area shall be in accordance with

the provisions of Section 287,10, Title 52, Oklahoma Statutes, 1961, or any
amendment thereto.

ARTICLE 28
RESTRICTED INDIAN LANDS
28.1 Special Provisions. In the evenr and to the extent restricted

Indian lands are included in the Unit Area, the following additional provisions
shall be applicable with respect to such Indian Lands:

28.1.1 Definition of Supervisor. Supervisor means the 0{il
and Gas fupervisor of the United States Geological Survey having
supervision of such Indian lands.
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28,1.2 Copies of Notices, etc. Coples of all notices, certifi-
cates, declarations or reports, which are required by the Plan of Unit=-
izatisn to be filed with the Commigcsion, County Clerk, or other vovern-
mental authority shall at the same time be mailed to the Supervi=..,

28.1.3 Information Reparding Unit Operations. The Unit Operator,
upon request, shall furnish the Supervisor a monthly report of opera-
tions, & statement of Unit 01}l and CGas production and dispositicn
thereof, together with such reports as are deemed necessary to compute
the monthly royalties on Unit Production allocated to the restricted
Indian lands,

28.1.4 Access to Unit Area. The Supervisor shall have access
to the Unit Area at all reasonable times to observe any and all Unit
Operations or-facilities,

28,1.5 Title Disputes, Royalty or Unit Production allocated
to restricted Indian lands, the title fo which is in dispute, in-
stead of being impounded by the Unit QOperator, shall, if requested hy
the Superisor, be paid to the approp.iate governmental agency or
depository designated by the Supervisor to be impounded by such agency
or depository pending the determinatioa of the title dispute,

28.1 6 Amendment of Plan of Unit’zation., Any amendment of the
Plan of Unitization affecting the righ' and interests of restricted
Indians shall be subject to the approval of the Supervisor,

28.1 7 Use of Water. Fresh water from restricted Indian land
shall not be used without consent of tle Supervisor,

28.1.8 Allocation on Unit Production. Royalty payable on Unit
Productio: apportioned and allocaied t. the restricted Indian lease-
hold inte rests in such Tracts, and the rentals provided for in the
restrictuid Indian leases involved shall be determined and paid on the
basis pre.cribed in such individual recstricted Indian leases and when
such royaity on oil 1is paid in kind, such royalty oil shall be de-
livered as provided in the leases,

28.1.9 Right of Supervision. Hothing herein shall be construed
- a8 limiting the extent or right of supervision by the Supervisor as
to the restricted Indian leases included in this Plan of Unitizatior,

28,1,10 Salvaging Wells and Unit Equipment. Notwithstanding tie
provisions of Section 26.2.3, Unit Operator, upon abandonment of Un:.
operations, shall, with respect to resivicted Indian leases, proper.
plug and abandon the wells in accordance with applicable laws and
regulations and salvage the equipment on said leases within Ninety (:9)
days afte:r cessation of the productic.. of Unitized Substances,

ARTICLE 29
WITHDRAWAL AND TRANSFER OF INTEREST

29,1 Withdrawal of a Lessee, A Lesso: may withdraw from this Plan

of Unitization by toansferring, without warranty »f title, either express or
implied, to the othrr Lessees, all of its 011l and Gas Rights together with its
fnterest in all Uni< Equipment and in all wells wsed in Unit Operations. Such
transfer shall not relieve the withdrawing Lesse: from any obligation or liabil=
ity incurred prior to the date of the delivery of the transfer. Each of the
remaining Lessees wao desire to acquire the interest of the withdrawing Lessee
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shall so notify the Unit Operator within 30 days of notice of withdrawal. The
interest trzncoferred shall then be owned by the participating Lessees jn pro-
portion to their respective Phase II Unit Participation. Lesseces, in proportion ‘
to the respeciive interests so acquired, shz1l pay withdrawing Lessee for its
interest in Uait Equipment, the fair salvage value thereof as estimated and fixed
by the Operating Committee, After the date of delivery of the transfer, the with-
drawing Lessce shall be relieved from all further obligations and liability under
this Plan of Unitization, and the rights of such Lessee under this Plan of Uniti-
zation shall cease insofar as they existed by virtue of the interest transferred.

29.2 FLffect of Transfers, Any transfer, assignment or conveyance of
all or any part f an interest owned by any party hereto with respect to any
Tract shall be subject to this Plan of Unitization. WNo such transfer, assignment
or conveyance shell be binding for any purpose upon any party hereto other than
the party so conveying the same, until the first day of the calendar month next
succeeding the date of receipt by Unit Operator of a certified copy of the
recorded instrument evidencing such change of ownership.

ARTICLE 30
SIGNING, RATIFICATICN JF APPROVAL

30.1 urieinal, Counterparts or Ratifications. This Plan of Unitiza-
tion may be sign.d, ratified, or approved by signing the original of this instru-
ment, a counterpart, or other instrument adopting the provisions hereof, al) with
the same effect .85 if all Parties had signed te same instrument. Parties sign-
ing, ratifying, or otherwise approving this Plan of Unitization, thereby agree to
all the provisious thereof.

30.2 Joinder in Dual Capacity. The signing, ratification or app:oval
of this Plarn of Jnitization as herein provided by any Party as either a Les:. ze
or as a Royalty Owner shall commit all interes:s that may be owned or controlled
by such Party.

30.3 Heirs, Successors and Assigns, The signing, ratification, or
approval of this Plan of Unitization shall be binding upon the heirs, personal
representatives, successors, and assigns of the Parties so signing, ratifying,
or approving the same,

IN WITNESS WHEREOF, the parties hercto have executed this Plan of Uniti-
zation upon the respective dates indicated opposite their respective signatures.

Working Interest (Qwners

Attest, if a Corporation or
Witness, if an Tadividual Date Signed Name

GULF 0O1Il. CORPORATION

By, A / ﬂw*&(

Attorney in Fach

‘w *0 S, ,o
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EXHIBIT "A"

ATTACHED TO PLAN OF UNITIZATION

MILROY UNIT

CARTER AND STEPHENS COUNTIES, OKLAHOMA

Percent Tract Participation

Tract
No. Degcription Phase I
1 N/2 NW/4 SE/4 of Section 11-25-4W . 64800
2 SE/4 SE/4 and N/2 SW/4 SE/4 and SW/4 ME/4
SE/4 and S;2 NW/4 SE/4 of Section 11-28-4U 14.52780
3 S/2 SW/4 SE/4 of Section 11-25-4W 2,29430
4 5/2 sW/4 SW/4 of Section 12-2S8«4W +33110
5 SW/4 SEJ4 SW/4 of Section 12-~28-4W 2,16380
6 N/2 NW/4 NE/4 of Section 14-25-4W. N
7 E/2 NE/4 NE/4 of Section 14-2S5-4W .17820
8 NW/4 NW/4 and W/2 NE/4 NW/4 of
Section 13-25-4W 3,01440
g E/2 NE/&4 NW/4 and W/2 NW/4 NE/4 of
Section 13=-25-4W 12,68400
10 E/2 SW/4 NE/4 of Section 14-25-4W 12.67410
11 N/2 SE/4 NE/4 of Section 14=-2S=4W 1.03500
12 SW/4 NW/4 end NE/4 NW/4 SW/4 and W/2 W/2
SW/4, less the SW/4 &4 acres of SW/4 SW/4
SW/4 of Section 13-25-4W Qe
13 SW/4 SW/4 PE/4 and NW/4 SE/4 NW/4 and £72
SE/4 NW/4 and W/2 NW/4 SE/4 and N/2 NE/4
SW/4 of Section 13~25-4W 2.61890
14 N/2 SW/4 NE/4 and N/2 SE/4 NE/4 and NE/4
SE/4 MW/4 of Section 13-25-4W 4,05280
15 NEX% of the NE/4 NW/4 SE/4 of Section l4-
25-4UW 3.21600
16 S/2 SE/4 NE/4 and N/2 NE/4 SE/4 and SE/4
NE/4 SE/4 and NEY of the SW/4 NE/4 SE/4
and NEX% of the NE/4 SE/4 SE/4 of
Section 14-2S-4W 5.89760
17 SW/4 NE/f4 SW/4 and SE/4 NW/4 SW/4 and W/2
SE/4 SW/4 and Ef2 SW/4 SW/4 of Section 1l~
25=4W 7.38040

Phase 11

48670

6.17070
.28170
1,.72960
42980
.03930

1.4¢.140

6.83590

4,54360

2.93290

. 94190

6.30580

7.74830

4.05430

1.68580

3.71810

4.75740



Tract
No,

18

19
20
21

22
23

24
25
26
27
28

29

30

31
32

33
34

35

36

37

Fhage I:

Phage II:

Description

8/2 sW/4 SE/4 and SE/4 NE/4 SW/4 and E/2
SE/4 SW/4 of Section 13-25-4W

SEf4 NW/4 NE/4 of Section 13-2S«4W
S/2 NE/4 NE/4 of Section 13-28=4W
NW/4 WW/4 SW/4 of Section 18-2S8-3W

SE/& NW/4 SR/4 and N/2 sW/4 SE/4 and NW /%
SE/4 SE/4 of Section 13-25-4W

NE/4 NW/4 SE/4 and NE/4 SE/4 and SE/4 SW/4
NE/4 and 5/2 SE/4 NE/& of Section 13-25-4W

S/2 Nd/4 SW/4 of Section 18-28=3W

SW/4 SE/4 SL/4 of Section 13-2S-4W
E/2 SE/4 SE/4 of Section 13-2S«=4W

SW/4 SW/& ol Section 18-25-3W

NE/4 NE/4 NMW/4 of Section 24=2S-4W

E/2 NW/4 NE/4 and NW/4 NW/4 NE/4 of
Section 24=05-4W

NE/4 NE/4 of Section 24-2S<4W

N/2 SW/4 N4 and W/2 NE/4 NW/4 and NW/4
NW/4 of Section 19-28-3W

SW/4 MU/4 NL/4 and NE/4 SW/4 NEf4 of
Section 24-7S<4W

W/2 NE/4 NE/4 of Section 14-25-4W
5/2 Ni/4 NE/4 of Section 14-2S-4W

NE/4 SE/4 WW/4 and WW/4 SW/4 NE/4 and
NEX of SW/4 SW/4 NE/4 of Section 14-2S-=4W

SE/4 NE/4 NW /4 of Section 14-2S-4W
W/2 SE SW ot Section 18-25-3W

TOTAL UNIT

PARTICIPATION FORMILAS

Percent Tract Participation

Phasge 1

3.57130
-0~
(-

-0~

4.66020

-0~

4,92830
-0~

1.05000
-0~

~0-

1.,72120

6.71530

1.30530

1.41830

1.91370

100.00000

Phase II

7.22660
.30990
+30040

«25450

4,46400

€.90490
1,64810
1.25850
3.51830
3.74975

+22030

3.1:060

3.4°.520

5.96090

1.44980
« 14090

.49520

37230
03140

. 35525

100, 00000

75% current production arnd 257 remaining primary reserves for the first

300,000 barrels of oil produced after January 1,

1972,

5307 floodable acre feet and 507% cumulative production.

Current Production, Remaining Primary Reserves, Flocdable Acre Feet and Cumulative

Production as defined in the Feasibility Study datec¢ September 1971,

Revised 2/18/72
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3.

4.

COPAS - 1962

Recommended by the
Council of Petroleum

EXHIBIT * C™ Reremions Soveves o

ACCOUNTING FROCEDURE

(JOINT OPERATIONS)

I, GENERAL PROVISIONS

Definitions .

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

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

“Qperator’ shall mean the party designated to conduct the Joint Operations.

“Non-Operators” shill mean the nonoperating parties, whette: one or more.

“Joint Account’” shalli mean the account showing the charges and credits aceruing because of the Joint Operations
and which are to be thared by the Parties.

A“*Parties” shall mean Operator and Non-Operators.

“Material” shall mean personal property, equipment or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean material ‘whieh at the time is so classified in the Material Classification Manual
as most recently recommended by the Council of Petroleum Accountants Societies of North America.

Conflict with Agreement
In the event of a co.flict between the provisions of this Accounting Procedure and the provisions of the agree-
ment to which thiz Accounting Procedure is attached, the provisions of the agreement shall control.

Collective Action b, Non-Operators

Where an agreement or other action of Non-Operators is exp.essly required under this Accounting Procedure

and if the agreement to which this Accounting Procedure is attiched contains no contrary provisions in regard

thereto, the agreement or action of a majority in interest of th: Non-Operators shall be controlling on 211 Non-

Qperators,

Statements and Billings

Operator shall bill Noa-Operators on or before the last day of each month for their proportionate share of costs and

expenses, for the preceding month. Such bills will be accompanied by statements reflecting the total! charges

and credits as set forth under Subparagraph ... .. G below:

A, Statement in detail of all charges and credits to the Joint Account,

B. Statement of all charges and credits to the Joint Account, surimarized by appropriate classifications irdicative
of the nature thercof.

C. Statement of all caarges and credits to the Joint Account sunmarized by appropriate classifications irdicative
of the nature there>f, except that items of Controllable Materia! and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators

Each Non-Operator si.all pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay-
ment is not made wnhin such time, the unpaid balance shall bear interest at the rate of ten per cent (107)
per ammm uyntil paid,

Adjustments

Payment of any such bills shall not prejudice the right ¢f any Non-Operators to protest or question the correctness
thereof; provided however, all bills and statements rendered to Non-Operators by Operator during any calendar
year shall conclusively be presumed to be true and correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes writter excep-
tion thereto and manes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting frcm a physical inventory of the Joint Property as provided for in Section VIL

Audits

A Non-Operator, upnrn notice in writing to Operator and all other Non-Operators, shall have the right to audit
Operator’s accounts and records relating to the accounting herrunder for any calendar year within the twenty-four
+24) month period fo'lowing the end of such calendar year; provided however, the making of an audit shall not ex-
tend the time for the taking of written exception to and the adjustment of accounts as provided for in Paragraph
6 of this Section I, Vhere there are two or more Non-Operatcrs, the Non-Operators shall make every reasonable
effort to conduct join! or simultaneous audits in a manner which will result in a minimum of inconverience to
the Operator.

H. DIRECT CHARCGES
Subject to limitation: hereinafter prescribed, Operator shall clarge the Joint Account with the following items:

Rentals and Royalties
Delay or other rentais and royalties when such rentals and royalties are paid by Operator for the Joint Aceount
of the Parties.

Labor

A. Salaries and wages of Operator's employees directly engagec on the Joint Property in the conduct of the Joint
Operations, and .alaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

B. Operator's cost of l.oliday, vacation, sickness and disability benefits and other customary allowances paid to the
employees whose salaries and wages are chargeable to the Joint Account under Paragraph 2A of this Section II
and Paragraph 1 o' Section III; except that in the case of those employees only a pro rata portion of whose
salaries and wages are chargeable to the Joint Account under Paragraph 1 of Section III, not more than the same
pro rata portion of the benefits and allowances herein provided for shall be charged to the Joint Azcount. Cost
under this Paragrash 2B may be charged on a "when and as paid basis” or by “percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Paragraph 2A of this Section II 2nd Para-
graph 1 of Section . I1. If percentage assessment is used, the 1:ite shall be based on the Operator’s cost experience,

C. Expenditures or ccntributions made pursuant to assessments imposed by governmental authority which are ap-
plicable to Operator's labor cost of salaries and wages chargeable to the Joint Account under Paragraphs 2A
and 2B of this Section II and Paragraph 1 of Section III,

D. Reasonable personal expenses of those employees whose sal.~ics and wages are chargeable to the Joint Account
under Paragraph 2A of this Section Il and for which expenses the employees are reimbursed under QOperator'’s
usual practice.

—1—



3.

4,

6.

10.

11.

Erployee Benefits

Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retire-

ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, appé[gabé ggﬁrator’s labor cost; pro-

vided however, the toral of such charges shall not exceed fifieen per-/ Bber ¢ %/labor costs chacsgeable
to the Joint Account under Paragraphs 2A and 2B of this Section IT and Paragraph 1 of Section IIT,

Material

Material purchased or furnished by Operator for use on the Joint Property. So far as it is reasonably practi-

cal and consistent with efficient and economical operation, only such Material shall he purchased for or iransferred

to the Joint Property as may be required for immediate use; and the accumulation of surplus stocks shall be avoided.

Transportation

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

A. If Material 1¢ mnoved to the Joint Property from the Cperator’s warehouse or other properties, 1.0 charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable st'pply store or
railway receiving point where like material is available, except by sgreement with Non-Operators.

B. If surplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the
Joint Account for a distance greater than the distance to the nearest reliable supply store or railway receiving
point, except by agreement with Non-Operators. No charge shall be made to Joint Account for moving Material
io other properties belonging to Qperator, except by agreement with Non-Operators.

C. In the application of subparagraphs A and B above, there shall be no equalization of actual gross trucking costs
of $100 or less.

Services

A, The cost of contraet services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section 11 and Paragraph 2 of Section IIL

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.
Damages and Losses to Joint Property
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or any oth=r cause, except to the extent that the damage or
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practicable after a report thereof
has been received by Operator.
Legal Expense
All costs and expenses of handling, investigating and settling l:ligation or claims arising by reason of the Joint
Operations or necess: 'ty to protect or recover the Joint Pronerty, including, but not limited to, attorneys’ fees,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (a) no charge shall be made {or the services of Operator's legal staff or ovher reg-
uiarly employed personnel (such services being considered to te Administrative Overhead under Section ‘II), ex-
cept by agreement w:th Non-Operators. and (b) no charge shall be made for the fees and expenses of ovtside at-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

Taxes

All taxes of every kind and nature assessed or levied upon or in econnection with the Joint Property, the uperation

thereof, or the production therefrom, and which taxes have beer. paid by the Operator for the benefit of th.: Parties.

Insurance Premiums

Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties

Other Expenditures

Any other expenditure not covered or dealt with in the foregcing provisions of this Section II, or in fection III,

and which is incurred by the Operator for the necessary and p-oper conduct of the Joint Operations,

III. INDIRECT CHARGES

Operator may charge the Joint Account for indirect costs either by use of an allocation of district expense iteras plus a
fixed rate for administrative overhead, and plus the warehousing charges, all as provided for in Paragraphs 1, 2, and 3 of
this Section III OR by combining all three of said items under the fixed rate provided for in Paragraph 4 of this Section
111, as indicated next beiow:

1.

2,

OPERATOR SHALL CHARGE THE JOINT ACCOUNT UNDER THE TERMS OF:
{1 Paragraphs 1, 2 and 3. (Allocation of district expense plus fixed rate for administrative overaead plus

warehousing.}

Paragraph 4. (Combined fixed rate)
District Expense
Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and expenses of Jperator’s
production superint:ndent and other employees serving the Jcoint Property and other properties of the Operator 1n
the same operating area. whose time is not allocated directly to the properties, and a pro rata portion of the cost of
maintaining and operating a production office known as Operator's ... .-

‘pffice located at or near ... ... {ovra compaxable offzce 1! Jocatmn changed), and neces-
sary sub-offices (if any). mamtamed for the convenience of the above-described office, and all necess:ry camps,
including housing facilities for emplovees if required, used in connection with the operations of the Joi..t Property
and other properties in the same operating avea. The expense of, less any revenue from, such facilities sy, at the
option of Operator, include depreciation of investment or a fair monthly rental in lieu of "depreciation. Such
charges shall be upportioned to all properties served on some equitable basis consistent with Operator's accounting
practice.

Administrative Overhead

QOperator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including
salaries, wages and expenses of personnel assigned to such offices, Such charges shall be in addition to ths salaries,
wages and expense: of employees of Operator autherized to bes charged as direct charges as provided in I aragraphs
2 and 8 of Section II.

WELL BASIS (RATE PER WE'.L PER MONTH)
PRODUCING WELL RATE

DRILLING WELL RATE {Use Currgnt Producing Depth)
. (Use_Total Depth) All Wells
Well Depth Each Well First Five MHaext Five Over Ten

The cost and expense of services from outsxde sources in connection with matters of taxation, traffic, accounting, or
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for in
this Paragraph 2 of Section III, unless such cost and expense are agreed upon between Operalor and Non-Operators
as a direct charge to the Joint Account.

—



Operator’s Fully Owned Warehouse Operating and Maintenance Expense

3.
(Describe fully.the a-reed procedure to be followed by the Oper: tor.)
4, Combined Fixed Rates
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates:
WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE
DRILLING WELL RATE {Use Cutrent Producing Depth)
{Use Totel Depth) - NI wells
Well Bepth _ Each Well All W~lls Next Five Over Ten
SAll Depths . 8700 89 C e

Said fixed rate (xbefd (shall not) include salaries.and expenses of production foremen.

5.

7.

Application of Administrative Overhead or Combined Fixed Rates

The following limit.tions, instructions and charges shall apply in the application of the per well rates ar provided

under either Paragraph 2 or Paragraph 4 of this Section III:

A. Charges for drilling wells shall begin on the dale each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows:

{1} Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding
operations and salt water disposal wells shall be considered the same as producing wells.

{2) Wells permanently shut down but on which plugging 2perations are deferred shall be dropped from the
well schedule at the time the shutdown is effected. When such a well is plugged a charge shall be made
at the producing well rates.

{3) Wells being plugged back, drilled deeper, converted .v a source or input well, or which are under, cing any
type of workover that requires the use of a drilling or werkaver rig shall be considered the same . s drilling
wells.

{4) Temporarily shut-down wells, which are not producri or worked upon for a period of a full calenc ar month,
shall not be included in the well schedule, provided b wever, wells shut in by governmental .=sgulatory
body shall L2 included in the well schedule only in the event the allowable production is transferr: d to some
other well o wells on the Joint Property, FHXEBXXER AGAXERXXIBMABREE U H XU BXSHREBIAT NB ST
Wil Ror R ok 1K H EDOCH MO K B s KO P

(5) Gas wells sh.all be inctuded in the well schedule if di.ectly connected to a permanent sales o tlet even
though temporarily shut in due te overproduction or { -ilure of purchaser to take the allowed proruction.

{6) Weboooxt xedorR BImnONOER IR XK X IR X A0DKUOT (00 M0 X3 M AOH AR M 200 KK AN BXN K KR KEA XKL
BRI AR ENR AR RRICIK AR R KK KX N F A KRR HE (OURR MOOZCKR.

C. The well rates shall apply to the total number of wells bein; drilled or operated under the agreemert to which
this Accounting Procedure is attached, irrespective of irng:vidual leases.

The well rates sl all be adjusted on the first day of Apuil of -ach year following the effective date of the agree-

ment {o which this Accounting Procedure is attached. The adjustment shall be computsd by multij lying the

rate currently ir use by the percentage increase or decreasc in the average weekly earnings of Crude etroleum
and Gas Production Workers for the last calendar year comnpared {o the preceding calendar year as shown by

“The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers” as publisked by the

United States Department of Labor, Bureau of Labor Statstics. The adjusted rates shall be the rates currently

in use, plus or ninus the computed adjustment.

For the construction of compressor plants, water stations, secondary recovery systems, salt water dispeeal facili-

ties, and other such projects, as distinguished from the more usual driilling and producing operations, Operator

in addition 1o the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this

Section III, shall charge the Joint Account with an additional overhead charge as follows:

A, Total cost less than $25,000, no charge.

B. Total cost more than $25,000 but less than $100,000, .3 <5 of total cost.

C. Total cost of $170,000 or more, 3 _¢ of the first $100,00C plus __2_ o of all over $100,000 of tota' cost.

Total cost shall mean the total gross cost of any one project. For the purpose of this Paragraph the component parts

of a single project shall not be treated separately and the cost of drilling wells shall be excluded.

The specific rates provided for in this Section I1l may be amer ded from time to time by mutual agreeme=t between

the Parties hereto if, in practice, the rates are found {2 be insufficient or excessive.

IV. BASIS OF CHARGES TO JOINT ACCOUNT

Subject to the further provisions of this Section IV, Operator wili procure all Material and services for the Jsint Prop-
erty. At the Operator's option, Non-Operator may supply Mat:rial or services for the Joint Property.

1.

2,

Purchases

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-
counts actually received.

Material furnished (rom Operator’s Warehouse or Other Properties

A. New Material (Condition “A")

(1) Tubular goods, two inch {2”) and over, shall be priced on Eastern Mill base (i. e. Youngstown, Cliio; Lorain,
Ohio; and Tidiana Harbor, Indiana) on a minimum carlead basis effective at date of movement znd f, 0. b.
railway reccviving point nearest the Joint Property, regardless of quantity. In equalized haulinz charges,
Operator is permitied to include ten cents (10¢) pe: hundred-weight on all tubuiar goods furr.shed from
his stocks in lieu of loading and unloading costs susttined.

(2} Other Material shall be priced at the current replaceme 1t cost of the same kind of Material, effective at date
of movemert and {. 0. b. the supply store or railway receiving point nearest the Joint Propeity where

- Material or the same kind is available.

(3) The Joint + ccount shall not be credited with cash discounts applicable to prices provided for in .his Para-
graph 2 of Section IV,

B. Used Material {Condition “B" and “C")

(1) Material ir sound and serviceable condition and suita"le for reuse without reconditioning, shall b~ classified
as Condition “B"” and priced at seventy-five per cent 1 755 ) of the current price of new Material

{2) Material which cannot be classified as Condition “*B" Lut which, X
(a) After reconditioning will be further serviceable for original function as good secondhar:d Material

(Condition “B"), or
(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi-
ed as Condition “C" and priced at fifty per ceat {50¢ ) of current new price.

(3} Obsolete Material or Material which cannot be classified as Condition “B” or Condition ““C’" shall be priced
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for
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some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose.
(4) Material invelving erection costs shall be charged at applicable percentage of the current knocked-down
price of new IMaterial.
Premium Prices
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV hecause of
national emergencies, strikes or other unusual causes over which the Operator has no contrel, the Operator may
charge the Joint Account for the required Material al the Operator's actual cost incurred in procuring such Material,
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing is
furnished to Non-Cperators of the proposed charge prior to billing Non-Operators for such Material. Each Non-
Operator shall F-ve the right, by so electing and actifylng Operator within 10 days after receiving notice from
Operator, to furnish in kind all or part of his share of suchi Material suilable for use and acceptable to Operator,

Warranty of Material Furnished by Operator

Operator does not warrant the Material furnished. In case of defective Material, credit shall not be passed to the

Joint Account until adjustment has been received by Operator from the manufacturers or their agents.

Equipment and Facilities Furnished by Operator

A. Operator shall charge the Joint Account for use of equlpment and facilities at rates commensurate with cost of
ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and interesl on investment not to exceed six per cent (%) per annum, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located. Rates for automotive equipment shall generally be in line with the schedule of rates adopted by the
Petroleumn Motor [ransport Association, or some otner recognized organization, as recommeded uniform charges
against Joint Properiy operations. Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories, Rates for trucks, tractors and well service units may include wages
and expenses of operator.

B. Whenever requested, Operator shall inform Nen-Operators in 1dvance of the rates it proposes to charge.

C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient.

V. DISPOSAL OF MATERIAL

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion "A" or “B" Material. The disposition of surplus Controllable Muaterial, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk

and
1.

2.

7.

The

scrap Material either by transfer or sale from the Joint Prope..y.

Material Purchased by the Operator or Non-Operators

Material purchased by either the Operator or Non-QOperators shall be credited by the Operator to the Joint Account
for the month in which the Material is removed by the purch:-ser.

Division in Kind

Division of Material (n kind, if made between Operator and Nou-Operators, shall be in proportion to the respective
inlerests in such Mateial. The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivable. Proper credits shall be made by the Operator in the monthiy statement of operations.

Sales to Quitsiders

Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee. Any claim by vendee related to such sale shall be charged back to the
Joint Account if and v-hen paid by Operator.

Vi, BA%IS OF PRICING MATERIAL TRANSFIIIRED FROM JOINT ACCOUNT
Material purchased by either Qperator or Non-Operators or disided in kind, unless otherwise agreed to hetween
Operator and Non-Operators shall be priced on the following hasis:
New Price Defined
New price as used in this Section VI shall be the price specified for New Material in Section IV.
New Material
New Material {Condition “A”}, being new Material procured for the Joint Property but never used, at one hundred
per cent (100 ) of current new price (plus sales tax if any).
Good Used Material
Good used Material (Condition “B’), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged te Joint Account as new, or
B. At sixty-five per cent (659%) of current new price if Materia. was originally charged to the Joint Account as
secondhand at seventy-five percent (75¢%) of new price.
Other Used Material
Used Material {Condi.ion “C”), at fifty per cent (509 ) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for criginal function but not suitable for reconditioning.
Bad-Order Material
Material (Condition “*D"), no lenger suitable for its eriginal puipose without excessive repair cost but us:zble for
some other purpose at o price comparable with that of items normally used for such other purpose.
Junk Material
Junk Material (Condition “E"), being obsolete and serap Material, at prevailing prices.
Temporarily Used Maierial
When the use of Material is temporary and its service to the Joini Property does not justify the reduction in price as
provided for in Paragroph 3 B of this Section VI, such Material shzll be priced on a basis that will leave a net charge
to the Joint Account ronsistent with the value of the service rendered.

VII. INVENTORIES
Operator shall maintain detailed records of Material generally censidered controllable by the Industry.

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is crdinarily considered controllable. Written: notice of intention to take inventory shall be
given by Operator at 'east thirty (30) days before any inventorv is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators 1« be represented at an inventory shall bini Non-
Operators to accept the inventory taken by Operator, who shall i1. that event furnish Non-Operators with a copy
thereof.

Reconciliation and Adjustment of Inventories

Reconciliation of invertory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determined by Operator and Non-Operators. In rentory adjustments shall be made by COperator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken whenever there is any sale or change of interest in the Joint Property. It shall be
the duty of the party selling to notify all other Parties as quickly as possible after the transfer of interest takes
place. In such cases, both the seller and the purchaser shall be governed by such inventory.
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EXHIBIT 1] EII

NONDISCRIMINATION

Gulf Oil Company—U.S., a division of Gulf Oil Corporation, hereinafter referred to as
“Gulf; is a “contractor” within the meaning of Executive Order No. 11246 dealing with
nondiscrimination and equal employment opportunity.

GULF OIL CORPORATION

hereinafter called “contractor” in this Exhibit, agrees, unless exempt therefrom, to com-
ply with all provisions of Executive Order 11246 which are incorporated herein by
reference, and (a) if contractor has more than 50 employees or a contract with Gulf in
excess of $10,000. cor.tractor must file Standard Form 100 (EEO-1), (b} if contractor has
50 or more employees and a contract of $50,000 or more, contractor is required to develo
a written "Affirmative Action Compliance Program” for each of its establishments accord-
ing to the Rules and Fegulations published by the United States Department of Labor in
41 C.F.R., Chapter CC. Further, contractor hereby certifies that it does not now and will
not maintain any facllities provided for its employees in a segregated manner or pe.mit
its employees to perform their services at any location under its control where segregated
facilities are maintained. as such segregated facilities are defined in Title 41, Chapter
60-1.8, Code of Federal Regulations, revised as of 1/1, 69, unless exempt therefrom. Con-
tractor further warrants that no other law, regulation or ordinance of the United Stztes,
or any state, or any governmental authority or agency has been violated in the menu-
facture, procurement -r sale of any goods furnished, work performed or service rendered
pursuant to this contract.

Unless exempt by rules, regulations or orders of the United States Secretary of Labor,
issued pursuant to 8204 of Executive Order 11246, dated September 24, 1965, during the
performance of this contract, the contractor agrees as follows:

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

*{2) The contractor wili, in all solicitations or advertisements for employees placed by or on bhehalf of
the contractor, state that all qualified applicants will receive consideration for employment without regard
to race, color, religion, sev. or national origin.

“{3) The contractor will send to each labor union or represenlative of workers with which he has 1 col-
lective bargaining agreem.nt or other coniract or understanding, a notice to be provided by the agency
contracting officer, advising the labor union or workers' reprusentative of the contractor's commitnments
under section 202 of Executive Order 11246 of September 24, ;965. and shall post copies of the notice in
conspicuous places availaitle to employees and applicants for emnloyment.

“(4) The contractor will comply with all provisions of Executive Order 11248 of September 24, 1965, and
of the rules, regulations, and relevant orders of the Secretary of Labor.

*(5) The contractor will furnish all information and reports reouvired by Executive Order 11246 of Seutem-
ber 24, 1965, and by the rales, regulations, and orders of the Secretary of Labor, or pursuant thereto. and
will permit access to his books, records, and accounts by the contracting agency and the Secretary of Labor
for purposes of investigation to ascertain compliance with such rules, regulations and orders,

“(6) In the event of the contractor's noncompliance with the nondiscrimination clauses of this cortract
or with any of such rules, regulations, or orders, this contract may be canceled, terminated or suspended
in whole or in part and the contractor may be declared ineligible for further Government contracts in ac:ord-
ance with procedures authorized in Executive Order 11246 of Sertember 24, 1965, and such other san<tions
may be imposed and remurdies invoked as provided in executive order 11246 of September 24, 1965, or by
rule, regulation, or order ¢l the Secretary of Labor, or as otherwise provided by law.

“(7} The contractor will include the provisions of paragraphs ¢1) through (7) in every subcontract e: pur-
chase order unless exempt:d by rules, regulations, or orders of the Secretary of Labor issued pursusit to
section 204 of Executive O-der 11246 of September 24, 1965, so that such provisions will be binding upon
such subcontractor or venrior. The contractor will take such action with respect to any subcontract or pur-
chase order as the contracting agency may direct as a means o’ enforcing such provisions including sanc-
tions for noncompliance: .’rovided however, That in the event the contractor becomes involved in. cr is
threatened with, litigation with a subcontractor or vendor as a result of such direction by the contracting
agency, the contractor may request the United States to enter into such litigation to protect the interests
of the United States”

EXHIBIT "E"



PLAN OF UNITIZATION
For
MILROY UNIT

CARTER & STEPHENS COUNTIES, OKLAHOMA

WITKESSETH

The following shall constitute the Plan of Unitization applicable to
the Milroy Unit, Stephens and Carter Counties, Oklahoma, created pursuant to
authority of Section 287.1 - 287.15, inclusive, Title 52, Oklahoma Statutes,
1961, and having foyr its purpose the unitized management, operation and further
development of the Deese Sands of the Pennsylvania Age, a common source of
supply of oil and 3as underlying the Unit Area hterein defined, all to the end
that a greater ultimate recovery of oll and gas and associated minerals may bz
had therefrom, wasce prevented arnd the correlat.ve rights of the respective
owners protected.

ARTICLE 1
DEFINITIONS

As used in this Plan of Unitizacvion, the terms hereinafter set out
shall have the following meaning:

1.1 Unit shall mean the Milroy Unit.

1.2 Unit Area shall mean the lands described by Tracts in Exhibit "A"
and shown on Exhibit "a",

1.3 Unitized Formaticon shall mean that subsurface portion of the
Unit Area commonly known as the Deege Sands of the Pennsylvania Age, which a:e
encountered between the depths of 3,070 feet and 3,906 feet as indicated on the
electric log of the Powell Briscoe Queen Harris #1 located in the center SW SE
SE of Section 13-i3-4W, Srephens County, OGklahoma.

1.4 Unicized Substances (Unit Froduction) shall mean and include ~l1
011 and Gas within or produced from che Univized Formation from and after the
Effective Date of the Piaa of Unitization.




1.5 0il and Gas shall not only refer ro oil and gas as such in combina-
tion one with the other, but shall have refeiznce to oill, gas, casinghead gas,
casinghead gascline, condensate, or other hydrocarbons, or any combination or com-
binations thereof, which may be found in or produced from the Unitized Formation.

1.6 Lessee means an owner of an interest in Unitized Substances by
virtue of a lease, cperating agreement, fee title. or otherwise including a carried
interest, which interest is chargeable with and obligated to pay or bear, either in
cash or out of proauction or ocherwize, all or a portion of the cost of drilling,
developing, producing and operating the Unitized Formation.

1.7 Working Interest shall mean an interest in Unitized Substances that
is owned by a Lessee,

1.8 Rovalty Tnterest shall mesn a right to or interest in any portion
of the Unitized Subatances otter than z Working Interest,

1.9 Revalty Owner shall mean a party hereto who owns a Royalty Inter-
est., The owner o° an unleased interest in Unit Production shall be considered
a Lessee as to 7/8ths of such interest and a Roy«lty Owner as to 1/8th of such
interest,

1,10 Treact shall mean each parcel of Land described as such and gi-en
a Tract number in I'xhibic "A",

1.11 Unit Operator shall mean the Lessee desipgnated by Lessees as
provided in Article 13 to develop and operate the: Unitized Formation, acting «s
Operator and not as Lessee,

1,12 Trect Participation shall mean the percentage shown on Exhibit "A"
for allocating Uni.ized Substances to a Tract unier this Plan.

1.13 Unit Participation of each Lesser shall mean the sum of the por-
centages obtained by multiplying such Lessee's fractional working interest in
each Tract by the appropriate Phase Tract Participation of such Tract,

1.14 Qutside Substances shall mean all substances obtained from anv
source other than the Unitized Formation and whi-h are injected into the Uniti:zed
Formation,.

: 1,15 0i}) and Gas Rights shall mean th2 right to explore, develop and
operate lands within the Unit Area for the production of Unit Productien, or to
share in the production so obtained or the proceeds thereof.

1.16 Unit Operaticns shall mean all operations conducted by the Uuit
or Unit Operator ptrsuant to this Flan for or on account of the development and
operation of the Unitized Formation for Umit Production,

1.17 Unit Equipment means all personal property, lease and well equip-
ment, plants and cther facilities and equipment tsken over or otherwise acquived
for use in Unit Operations.



1.18 Unit Expense means all cost, expense or indebtedness incurred by
the Unit or Unit Operator pursuant to cthis Plan of Unitization.

1,19 Qperating Commitree means the committee as constituted under
Article 12 of this Plan cof Unitizacion.

1.20 Effective Date means the time when the Unit takes over and
commences Unit Operations,

1.21 Commission means the Corporation Commission of the State of
Oklahoma,

1.22 Party means any individusi, cerperation, partnership, common
law or statutory trust, association of asay kind, the State of Oklahoma or any
subdivision or agercy thereof acting in & proprietary capacity, guardian, execu-
tor, administrator, fiduciary of.any kind. or any entity capable of holding an
interest in the Unitized Formation.

1.23 Singular and Plural - {ender, Unless the context otherwise
clearly indicates, words used in the singular include the plural, the plural
includes the singular, and the neuter gender inc.udes the masculine and the
feminine,

ARTICLE 2
EXHIBITS

2,1 Exhibits, Actached herets are the following exhibits which are
incorporated hereir by reference.

2.1.1 Exhibit "A" is a schedule +hat describes each Tract in
the Unit Area and shows its Pnase 1 and Phase II Participation,

along with the participation formulas used to calculate such Tract
Participztion.

2,1.2 Exhibit "B" is a map that shows the boundary lines of
the Unic Area and the Tracts therein,

2,1,3 Exhibit "C" is the Accounting Procedure applicable to
development and operation of the Unit Area. 1In the event of con-
flict between this Plan of Unitizatior and Exhibit "C", this Plan
of Unitizaticn shall prevail.

2.1.4 Exhibit "D" contains insurance provisions applicable
to the development and operation of the Unit Area.

2.1.5 Exbibit "E" contains non-dsscrimination provisions.

2.2 Correcting Frrors, The shapes and descriptions of the respective
Tracts have been established by using the best information available, If it
subsequently appearc that any Tract, because cof diverse Royalty or Working
Interest Ownership ¢n the Effective Date hereof, should be divided into more
than one Tract, or that any scriveners &rrur has been made in the preparation of
Exhibits or inferm.tion shown thereon, Unit Operater, with the approval of the
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Commission, may correct the mistake by revising the Exhibits to conform

to the facts, The revision shall not include any re-evaluation of engineering

or geological interpretations used in determining Tract Participatioen. Ezcu such
revision of an Exhibit shall be effective at 7:C0 a.m. on the first day of che
calendar month following the filing of the revized Exhibit with the Secretary of
the Coomirgion, or on such other date as may te determined by the Operating Com=
mittee and set forth in the revised Exhibit.

ARTICLE 3
CREATION AND EFFECT OF UNIT

3.1 0il and Gas Rights Unitized, Subject to the provisions of this
Plan of Unitization, all Q11 and Gas Rights of Reyalty Owners in and to the lands
described in Exhibit A, and all Gil and Gas Rights of Lessees in and to said
lands, are hereby unitized inscfar as the rzspective 0il and Gas Rights pertain
to the Unitized Foermation, o that Unit Operetions may be conducted as if the
Unitized Formation had been included in 2 zingle lease executed by all Royalty
Owners, as lessors, in favor of all Lessees, agnd as if the lease had been gubject
to all of the provisions of this Plan of Unitization.

3.2 Amendment of Legses and Other Agreements. The provisions of the
various leases, agreements, division and transfer orders, or other instruments
covering the respective tracts or the production therefrom are amended to the
extent necessary tc make them conform to the provisions of this Plan of Unitizi-
tion, but otherwise shall remain in effect.

The division orders shall cover ard apply to that fraction of thle
Unit Production as is allocated to the respective Tracts in Exhibit "A" (effec-
tive as of the Effective Date of the Unit) and purchasers of Unit Production cre
authorized to pay therefor in accordance with pe: centages set forth in Exhibit "A"
without procuring new division orders,

3.3 Continuation of Leases and Term Royalties, Operations, including
drilling operations, conducted with respect to the Unitized Formation on any part
of the Unit Area, or production £rem any part of the Unitized Formation, shall,
except for the purpose of determining payments te Royalty Owners, be considered
as operations upon or production from each Tract and such operations or production
shall continue in iorce and effect each lease or term royalty interest just as if
such operations had been conducted and a well bad been drilled on and was produc-
ing from each Tract, Each such lease and term royalty interest shall remain in
- force and effect sv long as this Plan of Unitizat.ion remains in force and effect,

, 3.4 Titles Unaffected by Unitizatiosn, Nothing herein shall be conctrued
to result in the t:ansfer of title te the 011l and Gas rights covered hereby between
the parties herety or to Unit Operatosr, other th.n the right to exercise such 0il
and Gas Rights and to share in Unit Producrion ot in the proceeds therefroum to the
extent agnd manner herein provided.

3.5 Injection Rights. The Unit Operator shall have the right to inject
into the Unitized Formation any subztances in wharever amounts the Operating Come
mittee deems exped.ent for Unit Operations, including the right to drill and rain=-
tain injection wells on the Unit Area and to use producing wells completed in =he
Unitized Formation or abandonad J1il and Gas weils and any dry hole that was
drilled for oil and gas.




3.6 Cooperative Apreements. The Operating Committee, as a prudent means

" in the interest of conservaticn and to increase the recovery of Unit Production,

may execute, oc¢ authorize and empcwer the Unit Operator to execute in their behalf,
agreements with the owners of interests in iands ocutside the Unit Area f{cr coopera=-
tive development, operation, fluid Iinjecticn or similar programs with reepact to

the equivalent of the Unitized Formaticn outside the Unit Area and the Unitized
Formation. Any such agreement shall make provisions for the drilling or ceuversion,
equipping and operation of compensating fluidé injection wells in the Unicized Forma=-
tion and adjoining equivalent of the Unitized Formation outside the Unit Area. The
rate of fluid injection into such wells inside the Unit Area shall be approximately
equal to the rate of injection into such wells ocutside the Unit Area., Any such co-
operative agreement shall in no way affect or a'ter the percentages of participation
egtablished hereunder as to the parties hereto, nor shall the same provide fc: the
_gharing or allocation of producticn as between the Unit Area, as herein defined,

and any outside lands.

3.7 Development Obligation. Nothing herein shall relieve the Lessees
from the obligation to develop reascnably as a whole the lands and leases subject
hereto, . : .

3.8 Peisonal Property Excepted, Subject to provisions of Article 17,
all lease and well equipment, materials, and other facilities heretofore and here~
after placed by ary Lessees on the lands coverec« hereby shall be deemed to bt and
shall remain personal property belonging to and may be removed by the Lessee:r,

ARTICLE 4
PLAN OF OPERATI"N

4.1 Operating Methods. To the end fhat the quantity of Unit Prod c-
tion ultimately rscoverable may be increased and waste prevented, the Unit Opera-~
tor undey directicn of the QOperating Cummittee, shall with diligence and in
accordance with giod engineering and prcduction practices, conduct a seconda vy
recovery operation by means of injecting gas, water, or other substances, or
combinations thereof into the Unitized Formation,

4.2 Change of Operating Methods, Such other methods of operation: as
may from time to time be determined by the Operating Committee to be feasibl:,
necessary or desirable to efficiently increase the ultimate recovery of Unis
Production, may be conducted by the Unit Operator under direction of the QOperat-
ing Committee. Nothing herein shall prevent the Operating Committee from dis-

*v.continuing or charging in whole or in part any particular method of operatieu if,

‘in its opinion, such method of operation i1s no longer in accordance with gocd
engineering or prrnduction practices.

ARTICLE S
ALLOCATION OF UNIT PRODUCTION
7 .
5.1 Tract Participation. The Phase I and Phase II Tract Participa-
tion of each Tract s shown in Exhibit A, Phase I Tract Participation percenrs -
ages shall apply to Unitized Substances beginning as of 7 o'clock AM,., on the

Effective Date hereof and continuing until the ficst day of the month followir:
the month in which the oil produced, after January 1, 1972, from the Unitized




Formation underlying all Tracts described in Exhibit A, equals a total of 300,000
barrels of oil. Thereafter, the Phase II Participation Percentages shall apply.

’

5.2 Allgcaticen to Tracts. All Unft Production, except that p:eduction
used in develcpment and operation of the Unit Area or unavoildably lost, shall be
apporticned among and allocated to the several Tracts in accerdance with the ree
spective Tract Farticipation in effect at the time of such production. The
amount of Unit Production so allocated to each Tract, and only that amcunct, re-
gardless of whether it be more or less that the amount of the actual precduction
from the well or welle, if any, en such Tract shall, for all intents, uses and
purposes, be deemed to have been prcduced frcm such Tract,

5.3 Distributicn Within Tracte, The Unit Production allocated to each
Tract shall be distributed amocng, or accounted feor to, the Parties entitled to
share in the production from such Tract in the same manner, in the same propor-
tions, and upen the same cenditicns as they would have participated and shared in
the production from such Tract, or in the proceeds thereof, had this Plan of
Unitization not been entered into, and with the same legal force and effect,

- If any 01l and Gas Rights in a Tract are or become divided and
owned in severalty as to different parts of the Tract, the owners of the divided
interests, in the absence of an agreement providing for a different divisicn,
shall share in the Unit Production allocated to the Tract, or in the proceeds
thereof, in proporv_.ion to the surface acreage oI their respective parts of th2
Tract, A one-eighk:h (1/8) part of the Unit Pro:iuction allocated to each Tra.:
shall in all events be regarded as royalty to he distributed to and among, or
the proceeds thereof paid to, the Owners of Roy: ity Interest, free and clear of
all Unit Expense and free of any lien thereof,

5.4 Tal.ng Unit Production in Kind. The Unit Production allocaterl to
each Tract shall be delivered in kind to the re.pective Parties entitled thewuto
by virtue of the c¢inership of 0il and Gas Righti therein or by purchase from such
Parties, Such Pav:ies shall have the right to onstruct, maintain and op€ra. 2

.within the Unit Area all necessary facf{lities for that purpose, provided tha<

they are so constructed, maintained and operatel as not to interfere with Uni:c
Operations. Any extra expenditures incurred by Unic Operator by reason of the
delivery in kind cf any portion of the Unit Production shall be borne by the
receiving Party, If a Royalty Owner has the right to take in kind a share of
Unit Production and fails to do so the Lessee o° such Royalty Qwner shall be
entitled to take in kind such share of the Unit Production.

5,5 Faijure to Take in Kind. If any Party fails to take in kind cr

‘separately dispose of its share of Unit Product.on, Unit Operator shall have :he

right, but not the duty, for the time being and subject to revocation at will by
the Party owning tue share, to purchase for itf own account or sell to otherc
such share at a pirice not legs than the curren. market price prevailing in tl=o
field at the time of such purchase or sale, provided that all contracts of sale
by Unit Operator of any other Party's share of ‘mit Production shall be only Jfor
such reasonable periods of time as are censistert with the minimum needs of fue
industry under the circumstances, but in rno evernt shall any such centract be for
a period Iin excess of one (1) year. The proceeus of the Unit Production so cis=
posed of by Unit (perator shall be paid to the rarty entitled thereto, Notwlth-
standing the foreg.ing, Unit Operator shall not make a sale into interstate com=
merce of any other Party's share of gas production without first giving suckh
other Party a sixty (60) days' notice of such {utended sale. :

5.6 Production Where Title 1s in Disrute. 1If the title or right o
any Party claiming the right to receive in kind 211l or any portlon of the Un’:u
Production allocat:d to a Tract is in dispute, Unit Operator, at the directic:
of the Operating Cemmittee, shall either:




5.6.1 Require that the Party or Parties to whom such Unit
Production is delivered or to whom the proceeds thereof are paid,
furnish security for the proper accounting therefor to the right-
ful owner or owners in the svent the title or right of such Party
or Parties shall fail in whole or in part, or,

5.6.2 Withhold and market the portion of Unit Producticn
with respect to which title or right is in dispute, and impound
the proceeds thereof until such time as the title or right there-
to is established by a final judgment of a court of competent
jurisdiction or otherwise to the satisfaction of the Cperating Committee
whereupon the proceeds so impounded shaitl be paid to the Party or
Parties rightfully entitied thereto,

5.7 Responsibility for Rovalty Settlements. Any Party receiving in
kind or scparately disposing of all or part of the Unit Production allocated to
any Tract, or receiving proceeds therefrom if the same is sold or purchased by
Unit Operator, shall be responsible for the paym.nt of, and shall indemnify all
other Parties, including Unit Operator, against any liability for any and all
royalties, overridi: g royalties, production payments, and any and all other pavy-
ments chargeable against or payable out of such Unit Production or the proceeds
therefrom.

5.8 Sliding Scale Rovalty. Any royal'v or other payment which vari:s,
under the terms of che instrument creating it, according to actual production
from a Tract or accirding to the capability of wells located thereon to produc:,
shall on and after rhe Effective Date hereof, be computed upon that portion of
the Unitized Substances allocated to the particular Tract and not upon the actual
production of 0il and Gas from the Tract or the capability of the weils thereon
to produce, If any such royalty or other payment depends on the production or
pipe line runs from a well, such production or prpe line runs shall be determined
by dividing the Uniiized Substances allocated tc —he Tract by the number of wells
located thereon that were capable of producing as of the Effective Date hereof;
provided that if there are no wells on the Tract that were capable of producin:g
as of the Effective Date hereof, then such Tract shall be treated as having One
(1) well,

5.9 Royalty on Qutside Substances, If any Qutside Substances com-
prised of hydrocarbons in a gaseous state are injected into the Unitized Forma-
tion, Fifty pércent (50%) of any like substance zontained in Unit Production
subsequently produced and sold, or used for other than operations hereunder,
shall be deemed to be Qutside Substances until th2 aggregate of said Fifty
percent (50%) equals the accumulated volume of tne OQutside Substances injected
into the Unitized Formation, and no payments shail be due or payable to Royal'y
Owvners on said Fifty percent (50%). If the Outs’de Substances injected be
liquefied petroleum gases, or other liquid hydrocirbons, as distinguished from
natural gases pricor to injection, the Lessees shall have the right, beginning
One (1) year after injection of such liquefied pecroleum gases is commenced to
recover all such injected hydrocarbons without payment of royalty; and to pro-
vide a reasonable and practical basis of accounting for the same, it is agreed
that Ten percent (10%) of the Unit Production produced and sold from the Unit-
ized Formation shall be deemed to be Outside Substances until the aggregated
value of said Ten percent (10%) of said Unit Production equals the entire
accumulated cost to the Lessees of such Outside Substances, such Ten percent
(107%) will be in addition to that which is being 1ecovered for natural gases
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as hereinabove provided if both liquefied petrcleum gas or other liquid hydrg-
carbons and natural gases are Injected,

ARTICLE 6
PRODUCTION AS OF THE EFFECIIVE DATE

6.1 0il or Liquid Hydrocarbong in Leazse Tanks, Unit Operator shall
gauge or otherwise determine the amount of merchantable oll or other liquid hydro-
carbons produced from the Unitized Formation that are in lease and power-oil tanks
as of 7:00 a.m. on the Effective Date, 0il or other liquid hydrocarbons in treat-
ing vessels, separaticon equipment, and tanks belew pipeline connections shall ot
be considered to be merchanrabie. Any merchantable oil or other liguid hydro-
carbons that are a part of or attributable to the prior allowable of the wells
from which they were produced shall remain the property of the Parties entitled
thereto as if this agreement had not been entered ints. Any such merchantable oil
or other liquid hydrocarbons not promptly rémoved may be sold by Unit Operator for
the account of the Lessees entitled therers who shall pay all reyalty due thereon
under the provision: of applicable leases or other contracts, Any oil or liquid
hydrocarbons in excess of that attributable to the prior allowable of the wells
from which they wera produced shall be regarded as Unit Production produced
after the Effective Date,

6.2 Overoroduction. 1f, as of the Eff:ctive Date hereof any Tract :@ s
overproduced with respect to the allowable of the wells on that Tract and the
amount of overproduction has been sold or otherwise disposed of, such overproduc-
tion shall be regarded as a part of the Unit Production produced after the
Effective Date hereof, and shall be charged to such Tract as having been delive
ered to the Parties entitled to Unit Production allocated tb such Tract,

ARTICLE 7
USE OR LOSS OF UNIT PROTJCTION

7.1 Use ¢f Unit Production. Unit Operator may use as much of the Uit
Production as it deems necessary for the cperation and development of the TInit
Area, including but not limited to the injection thereof into the Unitized Forma-
tion.

7.2 Royalty Payments, No royalty, overriding royalty, production or
other payments shzall be payatle upocn or with respect to Unit Production used or
-consumed in the operation or development of the Unit Area or which may be other-
wise lost or consumed in the production, handling, treating, transportation or

storing of Unit Production.

ARTICLE 8

TITLES

8,1 Title Infermation, Upon request o the Operating Committee, the
Lessees of a Tract shall furnish and make availatle to the Operating Committeea
or the Unit Operator, as the case may be, an abstract or such other title informa-
tion in the possessicn of such Lessee: affecting titles to the 0il and Gas Rigats
in and to such Tract.




8.2 Indemnity, Each Party who may claim to own Working Interest or
Royalty Interest in and to any Tract or the {lnitized Substances allocated thereto,
shall indemnify and hold harmless all ocher Tarties In interest from any luss due
to failure, in whole or in part, of its title to any such interest, except failure
of title arising out of Unit Operaticns; previded, that such indemnity shall be
limited to an amount egqual to the net value that has been received from the sale
or receipt of Unitized Substances attributed to the interest as to which title
failed, Each failure of title will be deemed to be effective, insofar as this
Plan of Unitization is concerned, as of the first day of the calendar month in
which such failure is finally determined, and there shall be no retroactive adjust-
ment of Unit Expen.e, or retroactive allocaticn »f Unitized Substances or the
proceeds therefrom as a result of title failure,

8.3 Creation of New Interest, If any Lessee hereunder shall creace
any overriding royalty, production paymenc or other similar interest, hereafcer
referred to as "New Interest”™, out of its interest subject to this Plan of Unit-
ization, such New Interest shail be subject to all the terms and provisions of
this Plan. 1In the event the Lessee owning the interest from which the New
Interest was created fails to pay any expenses and costs chargeable to it under
this Plan and the production to the credit of such Lessee is insufficient for
that purpose, the owner of the New Interest will be liable for the pro rata por«
tion of all costs aaxd expenses which the original Lessee, creating such New
Interest, would hav2 been liable by virtue of hi: ownership of the New Interesr
had the same not besn transferred. 1In this event, the lien provided in Sec-
tion 18.6 may be erforced against such New Interest, If the owner of the New
Interest bears a po-tion of the costs and expenses or the same is enferced
against such New In:erest, the owner of the New Tnterest will be subrogated to
the rights of the Unit Operator with respect to the interest primarily charge-
able with such costs and expenses,

ARTICLE 9
EASEMENTS OR USE COF SURFACE

9.1 Grant of Easements. The Unit and Unit Operator shall have the
right to use as much of the surface of the land within the Unit Area as may be
reasonably necessary for the operation and development of the Unit Area here-
under; provided, that nothing herein shall be construed as leasing or otherwisc
conveying to the Umit a site for a water; gas ia‘ection, processing or other
plant, or camp site,

9.2 Use of Water, The Unit and Unit Operator shall have free use .f
water from the Unit Area for Unit Operations, inciuding the right to drill water
supply wells, Unit Operator shall not use watrer {rom any well, lake, pond, o~
irrigaticn ditch of a landowner withcur consent of the landowner,

9.3 Sutisce Damages, The Unit shall pay the rightful owners for
damages to growing ~rops, timber, fences, improvements, and structures on the
Unit Area that resuit from Unit Operatiouns.




ARTICLE 10

RELATIONSHIP OF PARTIES

_ 10.1 No Partnership., The duties, obligations and liabilities of the
Parties hereto are intended to be several and not joint or collective, and
nothing herein contained shall ever be construed to create an association, trust
or impose a partnership duty, obligation or iiability with regard to any one or
more of the Farties hereto, Each Party hereto shall be individually responsible
for its own obligations as herein provided,

10,2 No Sharing of Markecr, Nothing heérein shall be construed to pro=-
vide, directly or indirectly, for any cocperative refining, joint sale, or mar=-
keting of Unit Production,

10.3 1Information to Rovalty Quwners. Each Royalty Owner shall be en-
titled to all information in possession of Unit Operator to which such Royalty
Owner is entitled by his existing agreement with any Lessee with the express
stipulation that {f, by reason of this Plan of Unitization, such information is
not available, the nearest approximation or equivalent of such information shall
be made available,

10.4 Specific Rights of lLessees. Each Lessee shall have among oths.rs,
the following specific rights and privileges:

10.4.1 Access to Unit Area, Access to the Unit Area at all
reasonable times teo inspect the cperations hereunder and all wells
and records and data pertaining thereio,

10.4.2 Reports by Reguest, The right to receive from Unit
Operator, upon written request, copies of all reports to any gov=
ermmental agency, reports of crude oil runs and stocks, inventory
reports and all other data available to Unit Operator. The cost
of pgathering and furnishing data not ordinarily furnished by Unit
Operater to all Lessees shall be charsed solely to Lessees request-
ing the same,

ARTICLE 11
GENERAL POWERS OF UNIT

il.1 General Powers of Unit, The Unit is authorized and empoweren
on behalf of and for the account of all cwners of 0il and Gas Rights within “he
Unit Area, without profit to the Unic, toc supervise, manage and conduct the fur-
ther development and operation of the Unit Arew for the production of 0il and
Gas from the Unitized Formation, pursuant to che powers conferred and subject to
the iimications imposed by the provisions of Sections 287.1 - 287.15 inclusive,
Titie 52, Oklahama Statutes, 1961, or any amendment thereof, and by this Plar
of Unitization,
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ARTICLE 12

CREATION OF CPERAT:..G COMMITTEE
AND SUPERVISION OF UHTT OPERATIONS

12.1 C(Creation of Operating Commitres, An Operating Commitctee is here~
by created to consist of One (1) represcatanive to be designated by each Lessee
within the Unit Area, provided that an individual Lessee may himself be a msmber
of the Committee, Each Lessee shall advise Unit Operator in writing the name and
address of its representative and alternate representative authorized to represent
and bind it in respect to any matter pertaining to the development and opevation
of the Unit Avrea. Such representaftive or alteranite may be changed from time (o
time by writc2en notice to Unilr Operator.

12.2 Q@fficers. The representative of the Unit Operator shall be chair-
man of the Operating Commitree, The Conmnittee shall select a secretary and other
officers as the Committee deems proper. The Secietary and other officers need not
be members of the Committee, The B&cretary shall keep and maintain the recores of
the action of the Committee, The officers shall serve at the will of the Operating
Committee and perform such other duties that are delegated to them by the Operating
Committee,

12.3 Qveratl Supervision, The Cperat_ng Committee shall exercise cver-
all supervision and control of all matcers perta-ning to the development and
operatjon of the Unit Area pursuant to» this Fian of Unitization.

12.4 Parricular Powers ard Duties. The matters to be passed upon and
decided by the Operating Committee shal!l include, but not be limited to the
following:

12.4.1 Merhod of QOperation. Thne kind, character and method of
operation, including any type of pressire maintenance or secondary
recovery program to be employed,

12,4.2 Drilling of Wells, The drilling of any well within the
Unit Area either for production of 0il and Gas from the Unitized
Formation, for use as an injection weli, or for other purposes.

12,4.3 Well Recompletions and Chinge of Status, The reccme
pletion, abandonment, or change of status of any well in the Unit
Area, or use of any such well for inje:tion or other purposes,

12.4.4 Expenditures. Making of any single expenditure, other
than expenditures for normal or recurring operating expenses, in
excess or Ten Thousand Dollars ($10,000.00) provided that approval
by the Operating Cemmittee cof the dril.ing, recompletion. drilling
deeper or plugging back of any well shall include approval of all
necessary expenditures required therefor and for completing, testing
and equipping the same, includicng necessary flow lines, separators
and lease tankage.
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12.4.5 Disposition of Surplus Facilities. Selling or otherwise
disposing of any maior item of surplus material or equipment, the
curreat list price of new equipment similar thereto being Five Thousand
Dollare ($5,000.00) or mere., ‘The Opsrating Committee shall estatlish a
procedure for dispesition of sush suvplus material,

12.4.6 Appearance Reforve & Court owx Repulatory Bedy, Authoriza=-
tion for a representative to appear before any court or regulatory
body in matters pertaining to Unic Operations provided, however, that
the authovization by the Operating Committee for the designation of
any such representative shall not prevent any Lessee from appearing
in persor or from designaving aunsther represantative in its own behalf,

12.4.7 Audits, The auditing of the accounts of Unit Operator
pertaining to Unit Operstions hereunder; however, the gudits shall

(a) not be conducted more than once each year except
upon the resignation ov removal of Unit Operator,
and

(b) be made upon the approval of the owner or owners
of a majority of Working Interest other than that
of Unit Operator; at the expense of all Lessees
other than Unit Operi.tor,; or

(c) be made at the expenze of those Lessees requesting
such audit, if owners of less than a majerity of
Working Interest, other than that of Unit Operator,
request such an audi:, and

(d) be made upon not less than thirty (30) days® written
notice to Unit Operator,

12.4.8 Inventories, The taking of periodic inventories in ac-
cordance with Exhibit "C",

12.4.9 Technical Services, Any direct charges to the joint
account for services by consultants or Unit Operator's technical
personncl not covered by the charges provided for by "Exhibit °‘C'."

12.4.10 Assignment to Committee=, The appointment or designa~-
tion of the purposes of committeses or subcommittees necessary for
the study of any problem in connection with Unit Operations,

12 4,11 Removal c¢f Unit Operatoc, The removal of Unit Operator
and selfction of a successor,

12.4.12 Adjustment of Investmeat, The adjustment and readjust=
ment of investments.

12.4.13 Termination., The termination of the Plan of Unitization.
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12,5 Meetings of Operating Committee, All meetings of the Cperating
Committee for the purpose of considering and acting upon any matter pertaining
to the developacnt and operation of the Unil Area shall be called by Unit Opera=-
tor upon 1its owu motion or at the regquest of cne or more Lessees having s fetal
Phase II Unit Participation of not less than Ten percent (10%). No meeting shall
be called on less than Fourteen (14) days' zdvance written notice, with agenda
for meeting attached., The Operating Committee shall have the right to amsnd
items Iincluded on the agenda and to decide the amended {tems ofr other itemz pre-
sented at the meeting, provided, however, that the Unit cost of non-agenda items
voted on shalil not exceed Fifty Thousand Dollars ($50,000.00). Minutes shall be
made of all meetings of the Operating Ccnmittee and kept as part of the permsnent
records of the Unzt. A copy of the minuetce of ¢ wch m2eting shall be mailed ta
each member of the Operating Committee within & reasonable time after the meeting,

12,6 Voting Procedure. The Operating Committee shall act upon and
determine all matters coming before it as follows:

12,6.,1 Voting Interest, In voting on any matter each Lessee
ghall have a voting interest equal to its Phase II Unit Participa-
tion.

12,6.2 Vote Required - Generalls, Unless otherwise specifi-
cally prcvided herein, all matters shesll be decided by an affirma=-
tive vot: of Three (3) or more Lessee' having Fifty-Five percent
(55%) or more of the voting interest; provided, that if any ocne
Lessee hzs a voting interest in excess of Thirty-Five percent (35%)
and such Lessee fails to vote or votés agalnst any matter, then the
affirmative vote of lLessees having Eiraty=-Five percent (85%) or mor:
of the r:maining voting interest shall decide the matter, provided,
however, in no event shall such affirnative vote be by less than
Fifty-Onc percent (51%) of the rotal voting interest of all Lessees,

12.5.3 Vote at Operating Comnitiee Meceting by Non-Attending
Lessees. Any Lessee not represented :t an Operating Committee
meeting may vote on any item included in the agenda of the meeting
by letter or telegram addressed to the Chairman of the meeting pro-
vided such vote ig received prior to the submission of such item to -
vote, Such vote shall not be counted with respect to any item on
the agenda which is amended at the mecting,

12.6,4 Foll Votes. Any matter -equiring approval of the
Operating Committee may be decided by letter or telegram submitted
in writiug to each member of the Committee, {if no meeting on the
matter fs called as provided in Secticn 12,5, within Seven (7) days
after su:h proposal is dispatched to Lre members, Unit Operator
will gilve prompt notice of the results of such voting to all membera
of the Operating Committee,

ARTICLE 13
UNIT OPERATOR
13,1 Unit Operator, Gulf 04l Corpcration, acting through Gulf 0il

Company - U.5., & division of Gulf 01l Corporat.on, is hereby designated as
Unit Operator,
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