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13 , 2 Resignation or Remova l . Unit Operator may resign at any time .
The Operating Cc-,vnit tee may remove Unit Operator by the affirmative vote of at
lea st Sevent y-Five percent (7 5%) of the voting interest remaining after ex~lud-
ir.g the voti ng i nterest of Unit Operator . A Unit Operator who resigns or i s
removed shall not be released from its obl igat ions hereunder for a per iod of
Three f31 munths after its re s ignation or di s charge unless a su ccessor Uni t Opera-
tor shall have taken over the operations hereunder prior to the expiration o f said
period .

13 .3 Selection of Successor . Upon the resignation or removal of a
Unf t: Operator, a successor Unit Operator shall be selected by the Ope rating Com-
mittee . If the Uni .* Operator that is removed fai ls to vote or vote s only to
succeed i t ae l f, th e succes sor Unit Operator may be selected by the affirmative
vot e o f Sixty-F ive percent ( 6 5%) of the vo t ing interest remaining after exclud-
ing t he v:3r ir,g inte7e st of the Unit Opera tor t ha t was removed .

ARTICLE 14

AUTHORITIES AND DUTI '?S
OF UNIT OPERATOR

14 .1 Exclusi ve Right to Operate Unit . Subject to the provisions of
the P lan of Uni t iza ' ion and to instructions from he Operating Committee, Unit
Operator shall have the exclus ive right and be obligated to conduct Uni t
Operati on s,

14 ,2 Wor6manl ike Conduct . Unit Operat or shall conduct Unit Opera-
ti on s In a good and workmanlike manne r a s would a prudent operator under the
same or similar circumstances . Un i t Operator shall freely con su l t with the
Operating Committee and keep them informed of all matters which Unit O pe rator, in
the exercise of its be st judg nent, considers impo r tant . Unit Opera tor shall n ot
be liable for damak,'e , unless such damage s result from its gross negligence or
willful viisc onduct ,

14 . 3 Lien s and Encumbrance s , Unit Ope rator shall endeavor to keep the
lands and le ases in the Unit Area free from all liens and encumbrances occasioiied
by Un i t: Cperations, except the lien of Unit Operator granted hereunder .

14 .4 EmPloyees• The number of employees used by Unit Operator in con-

ducting Uni t Operat ions, their selection, hours of labor, and compensation shall

be de:team i :ze.d by Untt Operator . Such employees chall be the employees o f Unit

O pera :.or ,

14 .5 Records . Unit Operator shall keep correct books, accounts and

r_cr,rds cf Unit Operations ,

7.4 0 6 Rep; ;rts to Lessees . Unit Operator shall furnish Lessees a
report of ope rati nns on a monthly basi s , or at su ch other interval as may be .
spe cified by the Op e: rating Committee .

14 .7 Regnrts to GovermnenCal Authorittes . Unit Operator shall make
all reparta to governmental authorities that it has the duty to make as Unit
Operator .
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14 .$ Enfyineerin p and Geological Infon ,iation, Unit Operator 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 is authorized to make single : ;:pen-

ditures not i n ^_xcess of Ten Thousand Dollar s ($10,000 .00) without prior ap^roval

of Lessees . Unit Cperator shall furnish the Operating Comm ittee a detailen Author-

ity for Expenditure for their approval of any expenditure in excess of Ter. Tncusand

Dollars ($10, 000 .00) . If an emergency occurs, Unit Operator may immediately 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 act i on taken . Unit Ope vator shall furnish Lessees with

information copies of any AFF.'s it may prepare for expenditures of less than

Ten Thousand Dol l a r s ($10,000 .00) .

14 .10 Wells Drilled by Unit Onerator . All wells drilled 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 charge 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 condit i ons 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 ~ ( the Nondiscrimination Clause
which is hereto ann exed as Exhibit E and made a )art hereof .

14 .12 Restoration of Surface Condi[ie•is Existing Prior to Unit i zati ')n .

Unit Operator shall be authorized to fill pits, iemove concrete foundations, or

perform any other r : . storation work necessary to iestore surface damage which

existed prior to Ef .: ec[ive Date . The cost of an% such work to restore surface

to a condition that is acceptable to the proper ~~ egulatory body shall be borne
entirely by the Les ~ ee or Lessees who coutribute :: such lands to the Unit ; pro-
vided, however, that . any restoration work charge -; to original Lessee : .,ust be
performed within orc year after Effect ive Date, and must further be in complio .lce

with regulatory body requirements in effect on such Effective Date ,

ARTICLE 1 5

TAXES

1 5 .1 Ad _ ltalorem Taxes . Beginning wit`: the first calendar year after

the Effective Date, Unit Operator shall make and .ile all nece ssary ad valorem

- tax renditions and returns with the proper taxin f authorities covering all reat

and personal property of each Lessee used or held by Unit Operator in Unit Op_ra-

tions, Unit Operator shall settle assessments axising therefrom . All such

ad valorem taxes shall be paid by Unit Operator .and charged to the Lessees in

proportion to their Unit Participation in effect it the time ; however, if the

interest of a Lessee is subject to a separately o ,sessed overriding royalty
interest, product ± rn payment, or other interest in excess of one-eigh[h (1/8)
royalty, such Lessee shall notify Unit Operator of such interest prior to the

rendition date and shall be given credit for the reduction in taxes paid
resulting thereirom . Any Lessee may elect to rer.3er for ad valorem and pay such

taxes as pertains l J his interest in the real and personal property subject to

this Plan of Unitization ; provided, any Lessee el e cting to render and pay such
taxes separately sh .ill notify Unic Operator in w : iCing at least thirty (30) da ; s
prior to last day for filing a timely rendition .

1 5 .2 Die -- c Taxes and Assessments . Earh Lessee shall pay o r cause

to be paid all prod•:ccion , severance, gathering and othe r dire c t taxes and
asse ssmen ts imposed upon or on account o f the pro;u ction or handling o f its

share of Unit P r oduc:_i on .
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ARTI CLr 16

INSURANCE

16 .1 Insurance . Unit Operator, with respect to Unit Operations shall
do the following :

I6 .1 .1 Comply with the workmen's compensation law of the
State of Oklahoma .

16 .1 .2 Require that each contractor and subcontractor
engaged '.n 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 1 7

ADJUSTMENT OF INVESTMENT

17 .1 Personal Propert y Taken Over . Upon the Effective Date hereof,
Lessees shall deliver to Unit Operator the foll t wing :

17 . i .1 We l ls . All wel ls complet 4>.d in the Unitized Format ion
and ehown on Exh ibit "B " .

17 .1 .2 Well and L eas e Eq uipment . The tubing and casing in
each well, together wi th t he wellhead connections thereon and all
rods, piF. e and other lease and operati :i g equipment used in the op-
eration of such we l ls which the Operat . .ng Comm ittee shall determine
is necessary or de si rable for conduct ing Unit Operations . Provided,
however, any spec ial equipment and prope rty necessary for the opera -
tion of • a ells comp leted in the Unitized Formation and in a non-
unitized formation and not needed for Unit Operations shall no t
be turned over to Un i t Operator and shall not be included in the
inventory provided in Sec tion 17 .2 of this 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 Eva luation o f Personal Property . An initia l in -. en-
tory of material and equi pment shall be taken at Unit expense . The personal
property taken over shall be evaluated and pr ice :i by the Operatin g Committee, the
inventory shall includ e al l " controllab l e equ ipm.~n t" as def ined in Exhi bit "C'",
including casing in the wells, and such other itf.ms of "non-controllable" equip -
ment as may be de ;:~xmined by the Ope rating Committee .

17 .3 Inve s tment Adjustment . Upon appioval by the Operating CommitY,ca
of such inventory and evaluation, each Le sse e shell be cred it ed with the value
of its interest in all personal property so taken over by the Unit Operator uiider
Section 17 .1 .2 and charged with an amount equal to that obtained by multiplying
the total value of al l pe rs ona l prop ert y taken o•rer by Unit Operator under Se c-
tion 17 .1 .2 by such Lessee's Phase II Unit Parti cipation . I f the charge again i; t

-16-



any Le sse e i s greater than the amount cred i t ad to such Lessee, the result ing net
charge shal l be pa id and in a l l respe cts be treated as any other item of Unit
Expense chargeable against such Lessee . If the credit to any Lessee is gre a ter
than the amount charged against such Le s see, t he resulting net credit shall be
paid to such L essee by Un i t Operator out of funds received by it in s ettlement
of the net charge s descr ibed a bove .

17 .4 General Facil it ies . The acqu i sition of warehouse, warehouse
stocks, lease houses , camp s , facility sy s tems and office buildin gs necessary
for Un it Op e rat i ons shall be by negotiations by and between the own er s thereof
and Unit Operator, subj ect to the approval o f the Operating Committee .

17 .5 Ownersh ip o f Pers ona l Pr ope rty and Facilities . Ea ch Le s se e ,
individua lly , shall, by virtue hereo f , own an undivided interest in al l pers onal
property and fa cilities taken over or oth e rwise acquired by Unit Op erator pur-
suant to this Plan of Unitizat i on equal to its Phase II Unit Participation .

17 .6 Well Investment . The re shall be no adjustment of in tangible we l l
costs for any well n taken over by Unit Operator .

ARTICLE 1 8

UNIT EXPENS E

18 .1 Ba .; i s o f Charge to Lessee s . Un ; t Operator initially sha l l pa ✓
and di s charge a l l cost s and expenses in curred in the development and ope ra tion
of the Unit Area . All char ges , cred i ts and acc .)unting for such costs and ex-
penses shal l be in a cc ordan ce with Exh ibi t "C" . Ex cept as may be otherw i se
hereinaft er prov ided , the Lessee or Les scea obli gated or responsibl e for the
costs and expens?e or ope rating a Tract for Oil and Gas in the absence of uniti-
zation shall, in the same p roportion and to the same ext ent , be chargeable with
and responsi ble for the payment of such costs and expenses charged against su ch
Tract .

During the period when Phase I is in effect, Unit Expense shall
be apportioned among and assessed against Tracts as follows : Unit Expense or 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 born e
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 BudQets• Before or as soon as practical after the Effectiv e
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Date 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 the
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
Opera~nr from time to time whenever it shall appear that adjustment or correction
is pxoper . A copy of each such budget and adjusted budget shall be promptly
furnlshed each Lessee .

18 .3 Advance Billing . Unit Operator shall have the right at its option
to require Less ee s to advance their respective proportions 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
estim.ates and the actual costs shall be made by Unit Operator at the close of each
calendar month, and the accounts of the Lessees shall be adjusted accordingly .

18 .4 Commingling Funds . No funds received by Unit Operator under this
Plan of Uniti za tion need be segregated by Unit Operator or maintained by it as a
j oint fund, but may be commingled with its own funds .

18 .5 URpF:id 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-~iefaulting Lessees who are
signatory to this Plan of Unitization in the prop)rtion that the Unit Participa-
ti on of each bears ::o the total Unit Participatioit of all such Lessees . Such
amount shall bear interest at the rate of ten percent (10%) per annum . Lesseea
so paying the same s:hall be reimbursed therefor, :ogether with interest thereon,
when the amount so carried and the interest thereon are collected from the
Lessees primarily chargeable therewith . The amount carried shall be due and
payable out of the proceeds from the defaulting Lessee'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 applied against the unpaid share of
Unit Expense charged against such Lessee .

18 .6 Liens and Foreclosures . The Unit shall have a first and prior
l ien 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 +n the development and operatiou of the Unit Area and properly
charged to and a gainst such Tract, provided that euch lien may be enforced
against overriding royalty interest, or other interests (exclusive of 1/8 royal :y
interest) which are otherwise not chargeable with such costs and expenses, only
in the event the oaner of the interest or interests primarily responsible fail .
t o 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 royalt y
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intere st, overr idin g royalty, oil and gas payment or other int e rest which under

this Plan o f Unitization is n ot pr ima ri l y responsib le there for pays any pn~t o f

suc h unit costs and expen ses for the pu rpos,_ of protect i ng such interest , o r if

the amoun t of such uni t costs and expenses ic, who le or in part is deducted from

the Unit Production c redi t ed to su ch i n teres t , the owner sha ll, to the extent

of suc h payment or deduction , be subrogated to al l of the r ights of the Unit:

and th e Unit Operato r w ith respect to the interest or in ter es t s primarily cha rge-

abl e with such un it costs and expenses . A One-Eighth ( 1/8) part of the Unit

Production alloca ted t o each Trac t shall in all events be regarded as royalt y

to b e distributed to and among and the proceeds the r eof paid to the Royalty
Owne rs free and c lea r of all un it costs and expenses a nd f ree of any lien there -
for . The l ie n hereinabove provided for shall be for the use , benefit and
protection of t he Un i t Operator or othe r L essees or Part ies entitled to recei%e
or share in the monies, the paymen t of which is secured the reby, and in the
event o f fail ure of the Un it to enforce such lien , the Unit Operator or other
Par ty ent itled to the benefit thereof , shall be su brogated to the lien rights
of the Unit , including the r ight of foreclosure . The l ien may be f oreclose d
at any time in the manner pr ovided by l aw .

ARTICLE 1 9

OPERATION OF NON-UNITIZED FORMATION S

1 0 .1 Ri~ht to Operate in Non-Unitized Formations . Any Lessee now

having, or hereaft= : acquiring, the right to dri .1 for and produce oil, gas

or other minerals ;i. thin the Unit Area o ther than from the Unitized Formation,

shall have the righr to do so notwithstanding th _ s Plan of Unitization . In

exercising said righ t, however, such Lessee sha11 exercise reasonable precaut . on

to prevent unreasoi :ible interference with operations hereunder . No Lessee shrll

produce Unit Produ=t . ion from the Unitized Formation in any well drilled or oper-

ated by it . If a Lessee drills any we ll into or through the Unitized Forrnaii c n,

the Unitized Fonnation shall be cased or otherwise protected in such a manner

that operations hereunder in the Unitized Formation will not be adversely

affected .

19 . 2 Op eration of M u ltiple Completed Wells . A lthough well s taken
over by Un it O perato r on or after the Effective Date her eof may be completed
in formation s in addition to the Unitized Fornati.on, no such we ll s may be msi .:i-
ple completed unl ess such is approved by and carr i e d ou t in a manne r pr escribed

by the Operating Co,mni ttee , However, there is e>:pressly rese rved to any Lessce

who de l ivers to Urit Ope rato r a well completed in formations i n addition to the
Uniti zed Forma t i on the use of such well fo r the pu rpose of explo r ing, developing

and operating such other fo rmations for the production of Oil and Gas ; previapd
that such Lessee Lhall at his sole cost, r isk and e xpense exp lo r e, develop an^

ope ra te s uch other formations and furnish, install an d maintain equipment ne,FSSary to
segrega t e such Leasees produ ction from the U n it Production both in the well an 6
on the sur face , all in a manner approved by the Ope rating Committee . In the

event i t becomes necessary to workover , reconditi.on or redri l l a mul t iple com-

pleted well by reason of operations for production f rom su ch othe r formation ,
or the abandonment t:tte r eof , said workover, recondition in g, red r illing or abandon-
ment s hall be done by and at the sole cost , r isk and expen se o f the Pa rty or
Par ties responsib le for opera t ions in such other format i ons and at the approval
of and unde r the supervision of the Operating Cc : .uni tt ee . In the event of an
emerge ncy or the :af.lure of such Party or Par tie ; to comply With the requiremuit s
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of the Operating Committee, the Operating Committee shall have the authority to
perform all work necessary to p rotect the Unitized Formation . In the event it
becomes necessaay to workover, recondition or redrill a multiple completed well
by reason of the development, oper a tion or abbndonment of the Unitized Formation,
said workover, reconditioning or redrilling ahall be done by the Unit Opesator
under the supervision of the Opera ting 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 fo r operations in such other formation . The term
"extra expense" as used 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 is not multiple
completed . The Unit Operator shall furnish said Party or Parties with an esti-
mate of such charge3 prior to commencement of such work . In the event there i s
a conflict of interest between the Unit and the Party or Parties responsible for
operations in such ~ther 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 responsible for any damage to or loss of production from any
other common source3 of supply, nor fo r damage to the property, equipment, or
facilities of such Lessee used in development and operations of such multiple
completed well .

ARTICLE 20

CLAIMS AND SUIT S

20 .1 Sett 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 3f the Unit Area and over which such Lessee individually haa
no control because Df the rights, powers and duties herein granted the Unit , said
Lessee shall immediitely notify the Unit Operator in writing of such claim or
suit . The Operating Committee shall assume and take over the handling ef such
claim or suit and all costs and expenses of handling, settling or otherwise dis-
charging such claim or suit sha ll be trea ted, regarded and paid as any other
item of Unit Expense, provided that Unit Operator shall have the authority to
settle any single suit or claim no t 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 Not i ce of Damaaes, Claims and Suits . Unit Operator shall report
to Lessee as soon as pra cticable after each occurrence, damages or losses to Un it
equipment, accident s , occurrences, claims or aui:s involving third party bodi =y
inj ury or property damage which are not covered b y insurance carried for benef i t
of Leaseea .

ARTICLE 21

FORCE MAJEURE

21 .1 Force Maleure . All obligations of ea ch Party hereto, except for
the paymen t of money , shall be suspended whi l e said Party i s prevented from con-
plying therewith, in who le or in part, by atrikeu, fire, wa r, civil dia turbances ,
acts o f Go d , federal , state or municipal laws, orders or regulat ions, inability
to secure materials or other causes beyond the reasonable control of sa id Pa rty ;
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provided, however, that performance shall be resumed within a reasonable t ime
after such cause has been removed ; and provid e d further that no Party shall be
requ i red again et i ts will to adjust or sett le any labor dispute . This Pla:2 of
Unitization or the leas es or other instruments subj ect h e reto shall not be term-
inated by reason of suspension of Unit Operations due to the aforesaid cau ses .

ARTICLE 22

IAfE'ERNAL REV ENUE PROVI SION

22 .1 Interna l Reve nue Px ~:,vislon . Each Lessee hereby elects that it
and the operations :.overed by this P lan of. Unitia ation be excluded from the ap-
plicat ion of Subchapter K sf Cqapt,~s I o f Subtitl e A of the Internal Revenue Code
of 19 54, or such portion or portions thereo f as the Secretary of t he Treasury of
the Un i ted State s or his de legac.e shall permit by election to be excluded there-
from . Un it Operator is hereby authorized and directed to exe cute on behalf of
each Le ssee such add itional or fur ther evidence of said election as may be re-
quired by regul ations iasued under sa id Subchapter K, or should said r e gulatioia
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 this pcragraph shall apply in like manner to applicable State Law a ,
regulations and ruli nga now in effect . In making this election, each of the
Lessee s hereto he ref,y states that the income derived by it from the operations
under thi s Plan of Unitization can adequately be determined without the comput <:-
tion of partnership taxable incrme .

ARTICLE 2 3

NOTICES

23 .1 Notices . All notices required hereunder shall be in writing
and shall be d eemed to have been properl y set•ved when sent by mail or telegram
to the last known ad dre s s of the repre sentative of each Lessee on the Operating
Crnmnittee in a c cords nce with A r ti cl e 12 hereof .

ARTICLE 24

ORGANIZAT70N OF UNIT AND

EFFECTIVE DATE OF PLAN

24 .1 Ca ll of O rgan izational Meeting . Subject to call by the Lessee
designated here in as the Unit Opera tor, the re pre sentatives designated by the
Lessees shall mee t to perfect the organization of the Operatin g Committee . Such
meetin g may be he ld at a ny time a fter Twenty (20) days from the entry of the
Order of the Commi-ston ap proving this Plan of Unitization . Notice of time an2
place of meeting shell be mailed at least T en (10) days prior thereto to all
Lessee s within the LI'xrit Ar e a whose names and addre sse s are known t o the Le s see
cal l in g said meetin.,, a s well as those Lessees wno shall have, w ithin Ten ( 10)
days f rom the date of said O rd e r, notified the Secretary of the Commi ssion in
writin g of their de :,lre to be so notified of the ;nee C in g . Any Lessee wi th in
the Unit A rea des ir i ng notice of su ch mee ting may file a statement of such de-
sire with the Secretary o f the Commission, giving its name and the address to
which the notice is t o be sent,
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24 .2 E ffect ive Date . The Opera ting Comm itte e sha ll de t ermine , and
give Lessees reasonable n ot ice o f, the t ime when the Un it w i ll take over and
commence Unit Ope ration s . The time sha ll no, be l ess t han Twenty ( 20) davs f rom
the entry of the Order approving the Un it or more than six ( 6 ) mont hs a i te : the
time when the Orde r approving the Uni t bec rnne, final .

-- ---- - - ----- --------f
24 .3 Non-Approval of Plan o f Unitization by Cormnission . If an Grder

of the Commission approving the U n it has not been e n tered prior to January 1,
1973, the n this Plan of Unitization shal l terminate on that da te , he reinafte r
called the Termination Date , and t he reafter be of no fur t her effect , unless
prior thereto this Plan of Uni t izat ion has been signed , r atified or approved by
Les sees owning a rmnbined Phase II Participation of at least sixty - five percent
(65%), an d Lessees owni ng a combined Phase II Participation of at l eas t sixt y-
five perce nt ( 65%) elect to extend sa id Termination Date for a period not t o
exceed s ix ( 6) mo, .ths . I f the Termination Date is so extended and an Order of
the Commission approving the Unit i s not entered on or before the extended
Termin ation Date , this Plan of Un i t ization shal l terminate o n the Extended
Termination Da te ind the reafte r be of no fur ther fo r ce and effec t .

- - -_ ._ _ __ . ~- --- --_ _ - -
- 24.4 F.. ilure to Take O ver O ne ration .; . In the event the Unit shal :

fail to assume and take ov er the oper at ions o f tie Un i t Area on or befor e six

(6) months aft er t he time whe n the Orde r o f t he •;ovmi i s si on approv ing thi s Pl an

of Unitiza t ion sha l l have become f ina l, t hen an-' in th at event t he Unit sha l .' .,
with ou t further aceion on the pa rt of the Opera ;:ing Committee, or the Commis ;iDn,

be di ssol ved and a : l r ights and obligations u nde,r this Plan of Un itization sl :sll

be at an end , exce,+ t that any and al l costs and axpensea in curred by the Uni~: in-

cident to i t s orgai, i za t ion or preparatory t o the taking ove r of the operatioii o f

the Uni t A rea shal ' be borne and paid for by the L essees whose represen tativ,? e

on the O pe ra ting C ;mmitt ee by their v ote author :.zed the incurr ing of such e x -
pense s, on the bas .s of the Phase II Unit Partivipat ion . In the eve n t the U ii+ t
assume s and takes ..iver the ope ration of the Uni r Area wi th in the t ime so nam~c ,
this Plan o f tinitis .ation s hal l thereafte r remain in f or ce and e f fect until such
time as the Unit i s dis s ol ved and aba ndoned as : .e reina fter prov ided .

24 .5 Whan Commission Order Becomes F i nal . The Ord e r or Orders of t he
ComrnYssi-on-apprwtng- thi s Plan-of-Unitization shall be regarded a s ha v in g be c)me
final at the end o f t he t ime a l l owed by law for an appeal the re from , if no appeal
is taken, or, if en appeal is taken, then upon the final determination of any such
appeal .

24 .6 Cert ifica t e of Effectiveness . The Unit Operator sha ll with!r.

thirty (30) day s after the Effective Date hereo :: submi t to the County Clerks o f

Stephen s and Carter Counties , Okl ahoma , an d t o the Sec re t ary of the Corporatio n

Comm i ss i on of Oklahoma, for fi l ing, a writte n d3claration signed by the Unit

Operator and Secretary of the Operat i ng Canm i tcae , se tt i ng forth ,

(a) the hour, day and year on s 7 . ich the Unit took over
the operation of the Unit Asea ;

(b) a description or pl at of the lands includ e d within
the Unit Ar ea ; an d

(c) the cause number, orde r numbe r and date of the
Commission O rder approving this Plan of Unit iza t idn .
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ARTICLE 25

A&ANDJNMENT OF WELL S

25 .1 R ights o f F nrmer Owners . If the Operating Committee decides to

abandon permanent ly any tlai t well prior to termination of the Unit, Unit Operator

shall give written not i ce t her eof to the Lessees of the Tract on which the well

is located, and they shall hav e the option for a period of Ninety (90) d ays after

the sending of such notice t o not ify Unit Operator in writing of the ir elect i on

to take over and own the well, W ithin Thirty ( 30) days after the Lessees of the

Tract have noti f ied Unit Operator of their e le ct?on to take over the well, they

shall pay Unit Operator, for credit t o the joint account, the amount e s t imated

by the Operating Commi t tee to be the ne t salvage value of the casing and equip -

ment in and on the we ll . The Lessees of the Tract, by taking over the well ,

agree to promptly and effectively seal off and protect the Unitiz ed Formation :n

a manner sati s fac to ry to the Ope rating Committee, and upon abandonment to plug

the well in compl iance with app li cable laws and regulations .

25 .2 Plugging . I f the Les see s of a Tract do not elect to take over a
well located there on which is proposed for abandinment, Unit Operator shall P : ug
and abandon t he well in accordance with applicable l aws and regula tions . Charges
and cred it s for aba ndoning wells or equ i pme nt sha ll be shared accord ing to pr ,>-
vision s of Section 26 .2 .4 .

ARTICLE 2 6

TERM AND ASANUONMENf OF OPERATIONS

26 .1 Term . T he Unit and th i s Plan o f Unitization shall cont inue in
effect unti l such time as the Ope rating Commit tee by a vote of at l ea s t 5 1% c':
the voting interest dete rmines that Un ic Production can no longer be produ ced
in paying quanti t :~!s or t hat Unit Operations are no longer feasible .

26 .2 Abandonment of Operations . Upon abandonment of operations :

26 . 2 .1 Oil and Gas Rights . Oil and Gas Rights in and to each
of the seve ral Tracts shall no lo n ger be af fected by thi s Plan o f
Unitization, and thereafte r the owners thereof shall be governed by
the te rms and provisions of the leases , contracts, and othe r ins tru-
ments af fect ing the separate Tracts .

26 2 .2 Ri ght to O erate . Lesse es of any Tract that de s ire to

take over and continue to operate we l l s located thereon may do s o by

paying t in i t Operator , for credit t o t he j oint a ccount, the net s alvage

value of t he casing and equipment in and on the wells taken ove r, as
est ima ted by the Ope rat ing Committee, a nd by a greeing upon aband onme nt

to properly plug the wells in compli^nce with applicable laws and

regulat ions .
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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 of the separate Tracts as can
economically and reasonably be salvaged, and shall properly plug ~nd
abandon the wells in accordance with applicable laws and regulations .
Unit Operator shall have Six (6) months after cessation of the produc-
tion of Unitized Substances within which to conduct the salvaging and
plugging operations .

26 . 2 .4 Abandonment Costs and Distribution of Assets . Each Lessee
shall share in the plu gging and abandonment costs in proportion to its
ownersh ip of the phase then in effect .

(a) T he value of the ma ter ial and equ ipment sa lvaged
shall be shared on the basis of Pha s e II owner shi p .

(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 ownership .

26 .3 Certifi cat e of Terminati on . When Unit Operations are abandoned
and the affairs of the Uni t terminates, Un i t Operator shall submit to the County
Clerk o f Stephens and Cart e r Count ie s, Oklahoma , and to the Secretary o f the
Commission, for filing, a ce rtificate of termination signed by the Chairman o f
the Operating Committee se tting forth the fact and time o f termination of the
Uni t .

26 .4 Obligations Payable A fter Termination . If any liability or
obligation incurred prior to termination of the U nit shall accrue and b e come
payable thereafter, the amount shall be borne and paid as Unit Expense in the
same manner as if i t had accrued prior to termina tion of the Unit .

ARTIQ.E 2 7

AMENDM$Nf OF PLAN OF UNITIZATION
AND ENLARGEMENT OF UNI T

27 .1 Ar .̂ndment and Enlargement . Any amendment of this Plan of
Unitization or any enlargement of the Unit Area e :hall 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 Spec ial Provisions . In the event and to the extent restricte d
Indian lands are included in the Unit Area, the following additional provisions
shall be applicable with respec t to such Indian i.ands ;

28 .1 .1 Defini tion of SuDervisor . Supervisor means the Oil
and Gas Supervisor of the U nit ed States Geol ogical Survey having
superviston of such Indian lands .
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28 .1 .2 Copies o f No ti ces, etc . Copiea of all noti ces , certifi-
cates, declar ati ons or r epor ts , which are r equir ed by the Pl an of Unit -
izar.i'.< i to be fi led w i th the Covm'_ ::Pion, County Clerk , or o ther Kovern-
ments l authority shall at the same time be ma i led to the Su perci°,, . ,

28 .1 .3 In formation Regarding Uni t Operations . The Un i t Operator,
upon reques t, shal l furnish the Superviso r a monthl y report of opera-
tions, a statement o f Un it Oil and Gas production and d i cpositicn
thereof , t ogethe r w ith such reports as ar e deemed necessary t o comp ut e
the monthly royalties on Unit Production allocat e d to the restricted
Indian lands .

28 .1 .4 Ac cess to Un i t Area . The Supervisor shall hav e access
to the Unit Area at all rea sonab l e times to ob se rve any and all Unit
Operation s or •fa cili t ie s .

28 .1 < S Ti t l e Disputes . Royalty or Unit Production al located
to restricted Indian lands , t he ti tle + o whi ch i s in d ispute , in-
stead of being imp o unde d by the Unit Ope ra tor, shall, if requested by
the Supe r •• S so r, be paid to the approp_iate governmental age n cy or
depository designated by the Supervisor to be impounded by such agency
or depository pendin g the determinatioa of the title dispute .

28 .1 6 Ame ndme nt o f Plan of Unit'zation . Any amendment of th e
Plan of U a- iti zation affecting t he righ'. and inte re st s o f restri c ted
Indians s'iall be sub je ct to th e approv:!1 of the S upe rvi sor .

28 .1 7 Us e of Wate r . Fr esh watel from restricted Ind ian l and
shall not be u sed wit hou t consent o f t l .e Supervisor .

28 .1 8 Al location on Unit P r oduction . Royalty payable o n Unit
Produ ctio •i a ppor tioned and al l ocaLPd tL the r est r i c ted Indian l ease-
hold int c-ests in such Tracts, and t he renta ls provi ded for in t he
restr7. ctt(l Indian l eases invo l ved s hal : be de t e rm ined and paid on the
basis pre ::cr ibe d in such ind ividual rer.t ric ted I ndian lea ses and when
such roy al t y on o il is paid in k ind , s uch royalty oil shall b e de -
livered as provided in the leases .

28 .1 . 9 Right o f Supe rvision . No th in g herein shall be const rue,i
as limiting the extent or ri gh t of supa rviaion by the Supe rvisor as
to the re .s tric ted Indian lea ses included in this Plan of Uniti za tio c. .

28 . 1 .10 Salvaging Wel l s and Unit Equipment . Notwithstandin g r ; .e
provis ions o f Sec t ion 26 . 2 . 3, Unit Opeiator, u pon abandonment of Un)_
operatior,s , shal l, with respec t t o rescricted In dian leases , pr oper . . .•
plug and abandon th e wells in accordance with app licable laws and
regul a tions and sa l vage the equi pment on sa id leases w i thin Ninety ( ;0 )
days afte :- ce s sat ion of the producti o.. o f Unitiz e d Substances .

ART ICLE 29

WITHDRAWAL AND TRANSFER OF INTEREST

29 .1 Wit hdrawal of a Lessee . A Lesse~ may withdraw from this Plan
of Unitization by t : -~nsferring, without warranty Df title, either express or
implied, to the othcr Lessees, all of its Oil an :+. Gas Rights together with its
interest in all Uni : Equipment and in all wells used in Unit Operations . Such
transfer shall not ! :elieve the withdrawing Lesse .l from any obligation or liabil-
ity incurred prior to the date of the delivery o f the transfer . Each of the
remaining Lessees w;to desire to acquire the intecest of the withdrawing Lesse e
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shall so notify the Unit Operator within 30 days of notice of withdrawa7 . The

interest trcncfe rred shall then be owned by the participating L e ssees in pro-

portion to ~nei r respective Phase II Unit Participation . Lessees, in proportion

to the respcc Live interests so acquired, shs11 pay withdrawing Lessee for its
interest in Unit 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 Lessee shall be relieved from all further obligations and liability under

this Plan of Unitization, and the ri ghts of such Lessee under this Plan of Uniti-

zation shall cease insofar as they existed by virtue of the interest transferred .

29 . 2 Effect o f Transfers . Any tran sfer , assignment or conveyance of

all or any part If an interest owned by any party hereto with respect to any

Tract shall be su bject to this Pl an of Unitization . No such transfer, assignment

or conveyance shLl l be bi nding for any purpose upon any party hereto other than

the party so conveying the same, until the first day of the calendar month next

succeedin g the date o f receipt by Un it Ope rat or o f a ce r tified copy of the
recorded ins trum(.nt evide ncing su ch change of owne rshi p .

ARTICLE 30

SIGNING, RATIFICATIC ;1 )F APPROVA L

30 .1 i lri Q inal, Counterparts or Ratifica t i ons . This Plan of Unit za-

tion may be si gn .• d, ratified, or approv e d by signing the ori ginal of this ir . stru-

ment, a counterpa rt, or other instrument adopt ing the provisions h e reof, all with

the same effe ct : . s if all Parties had si gned t 'ie same instrume nt . P arti e s ;i Fn-

ing, ratifyin g , or otherwise approving this Plan of Unitization, thereby a g-ee to

all the provisio is thereof .

30 .2 yo inde r i n Dual Capacity . The signing , ratif i ca t icn or app ; oval
of this Plar. of initization as he rei n provided by any Par ty as either a Les .ee
or as a Royal ty Owne r sha ll commi t a ll interes=s that may be owne d or c on tr olled
by such Party .

30 .3 Heirs, Su ccess ors and Assigns . . The s igning , ra ti ficat ion, o r

approval of th i s Plan of Un i t ization shall be bindi ng upon the hei r s , personal

representatives, successo rs , and as signs of the Parties so signin g , rat ifyi:ig ,

or approving the same .

IN WITNESS WHEREOF, the parti es hereto have execut ed thi s Plan of Uniti-
zation upon the -espective dates indic ated opposite their respective si gnat,ire s .

Working Int eresl Owner s

Atte s t, if a Cotporation or
Witness, if an I n 3lvi dual Date Signed Name

BY - -

GULF OIL CORPORATION

a
~Attorney

• ~ ~~ ~ .~~

~/ -
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EXHIBIT "A"
ATTACHED TO PLAN OF UNITIZATION

MILROY UNIT
CARTER AND STEPHENS WU :iTIES, OfQ.ANQMA

Tract
No .

1

2

3

4

5

6

7

8

9

10

11

12

13

1 4

15

16

17

Description

N/2 NW/4 SE/4 of Section 1 1-2S-4W

SE/4 SE/4 and N/2 SW/4 SE/4 and SW /4 NE/4
SE/4 and Si 2 NW/4 SE/ 4 of S e ction 11-2 S -4W

S/2 SW/4 SE /4 of S ection 11-2S-4W

S/2 SW/4 SW /4 of Section 12- 2S-4W

SW/4 SE/4 SW/4 of Se ction 1 2-2S -4W

N/2 NW/4 NE/4 of Sect i on 14-2S-4W .

E/2 NE /4 NE/4 o f Section 14-2S-4W

NW/4 NW/4 and W/2 NE/4 NW/4 of

Sect i on 13- 2S -4W

E/2 NE/4 NW/4 and W / 2 NW/4 NE/4 of
Section 1 3 - 2S-4W

E / 2 SW /4 NE/4 of Se cti on 14- 2S -4W

N/2 SEj4 NE/4 of Sect i on 14-2S -4W

SWA NW/4 and NE/4 NW /4 SWA and W /2 W / 2
SW/4, less the SW /4 4 acres of SW/4 SW /4
SW/4 o f S e ction 13 - 2S -4W

SW/4 SWA NE/4 and NW/4 SE/4 NW/4 and S1 2
SE/4 NW/4 and W/2 NW/4 SE/ 4 and N/ 2 NE/4
SW/4 of Secti on 13 -2 5 -4W

N/ 2 SW/4 NE/4 and N/2 SE/4 NE/4 and NE14
SE/4 NW/4 of Section 13-2S -4W

NEk of the NE/4 NW/4 SE/4 of Section 14-
2S-4W

S/ 2 SE/4 NE/4 and N/ 2 NE/4 SE/4 and SE/ 4
NE/4 SE/4 and NEk of the SWA NE/4 SE/4
and NEk o f the NE/4 SE/4 SE/4 o f
Section 14-2S -4W

SWA NE/4 S^d/4 and SE/4 NW/4 SW/4 and W/2
SE/4 SWA and E/2 SWA SWA o f Se ction 13-
2S -4W

Percent Tract Partic ipation
Phase I Phase II

. 64800 .48 670

14 .52780

2 .29430

. 33110

2 .16380

-0-

.17820

3 .01440

12 .68400

12 .67410

1 .03500

-0-

2 .61890

4 .05280

3 .21600

5 .89760

7 .38040

6 .17070

.28170

1 .72960

.42980

.03930

1 .4 1 . 140

6 .83590

4 .51t360

2 .93290

.94190

6 .30580

7 .74830

4 .05430

1 .68580

3 .7181 0

4 .7 5 740
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Tract
No .

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

Description

S / 2 SW/4 SEJ4 and SE/4 NE/4 SW/4 and E/2
SE/4 SW/w of Secti on 13 - 2S -4W

SEA NW /4 NE/4 of Section 13- 25-4Gi

S/ 2 NE/4 NE/4 of Section 13 -2S-4W

NW/4 taW/4 SW/4 of Section 18- 2S - 3W

SEA NW /4 ST?J4 and N/2 SW/4 SEA and NWP.
SEA SE/4 of Section 13 - 2S -4W

NE/4 Iv'IJ/4 SEA an d NG/4 SEA and. SE/4 SW/4
NE/4 and S/2 SE/4 I3EJ{• of Section 13-2S -4W

S/2 W/4 SW/4 of Section I8-2S -3W

SW/4 SE/4 SG/4 of Section 1 3 - 2S-4W

E/2 SE/4 SE/4 of Secti on 13 -2 S -4W

SW/4 SW/4 of Section 18-2S-3W

NE/4 NEJ4 N41/4 of Secti on 24 - 2S -414

E/2 NW/4 NEj4 and NW/4 NW/4 NE/4 of
Section 24-7S-4W

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

N/ 2 SW/4 NW'4 and W/2 NE/4 NW/4 and NW/4
NW/4 o f Section 19-25 - 3W

SW/4 NW /4 IJk:/4 and NE/ 4 SW /4 NE /4 of
Sect ion 24- 2S -4W

W/2 NE/4 NE/4 of S ect ion 14-2S -4W

S/2 Nr7/4 NE/4 of Section 14-2S-4W

NE/4 SE/4 N!4/4 and NW/4 ^uGl/4 NE/4 and
NEk of SAJ4 STd/4 :TE/4 of Section 14 - 2S -4ti'

SEA NE/4 hW ;4 of Section 14- 2S -4W

W/ 2 SE SW o+ Section 18-2S-3W

Percent Tract Participa [ ion
Phase I Phase II

3 . 5 71 3 0

-0-

-0-

-0-

4 .66020

-0-

4 .9283 0

-0-

1 .05000

-0-

-0-

1 .72120

6 .71530

1 .30530

1 .41830

1 . 91370

-0-

-0-

-0-

-0-

100 . 00000TOTAL CN I:

PARTICIPATION FORMl1i,AS

7 , 22660

. 30990

.30040

.2° 4 50

4 .46400

6 .9U490

1 .64810

1 .2585 0

3 .51830

3 .7 •i975

. 2 '? 030

3 . 1,i06Q

3 .4 ' ;520

5 .96090

1 .4498 0

. /4090

.49520

. 37230

. 0:,140

. U 525

100 . 00000

Phase I : 7 5% current production ar.d 25% remaining primary reserves for the fira ;.
300,000 barrels of oil produced after January 1, 1972 .

Phase Ii ; 50% floodable acre feet and 507, cumulative production.

Current Production, Rec:mining Primary Reserves, Floed able Acre Feet and Cumul ative
Production a s defined in the Feasibility Study datec September 1971 .
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EXHIBIT " c . .

COPAS - 1962

Recomme nd ed b y the
C ooncil of Petroleum
AccouMOnh Socl e t ms o f
Nort h Am e co .

Attached to and made a part ot.__ . P1aII_ .of_Sluiti28t_iori .. .f.OL _..__._ . . .__ ...____
Ml_].m --Uni.C, ._ G#.Yter_-dltd.-fteP-hene __ C9untiea, _ Oklahoma -_------

ACCOUNTING PROCEDUR E
(JOINT OPERATIONS)

1 . GENERAL PROVISIONS

1 . Definit i on s
"Joint Property" shall mean the rea l and personal proper ty subj ect t o the ag reement to which this "Accounting P ro-
cedure" is attached .
"Joint Operations" shall mean all operations necessary or p roper for the development, operation, pro t ection and
main tenance of the Joint Proper t y.
"Operator" shall mean the party designa ted to conduct the Join t Opera tions

. "Non-Operators" shAl mean the nonoperating parti e s, whe tte: one or more .
"Join t Account" sha l l mean the accoun t showing the charges and credits accruing because of the Joint Operations
and wh ich are to be :hared by t he Pa r ties .

."Parties" shall mean Operator and No n -Opera t ors.
"Material" shall mean persona l property, equi pment or supp l ies acquired or held for use on the Joint Property .
" Con trollable Material" shall mean material -which a t the t ime is so classified in the Material Classification Manua l
as most recently recommended by the Council of Pe troleum Accountants Societies of North America .

2 . Conflict with Agreement
In the event of a co•dlict between the p rovisions of this Accounting Procedure and the provisions of the agree -
ment to which thi, Accounting Procedu re is atta c hed , the provisions of the agreement shall control.

3 . Collective Action b ,; Non-Operators
Where an agreement or other ac tion of Non-Ope rators is exp,rssly required under this Accounting P rocedure
and if the agreement to which this Acco un ting Proced u re i s a t t ;,ched contains no con trary provisions in regard
the reto, the agreemrat or a c t i on of a majority In i n te re st of tho Non-Opera tors shall be controlling on zll Non-
Opera tors .

4 . Stat e ments and Bill ings
Operator shall bill Non-Operators on or before t he last day of eaLh mon t h for their proportionate share of cists and
expenses, for the prnceding month. Such bi lls will be accompanied by statements reflecting the total charge s
and credits as set forth under Subp aragraph . . . . . C _ ._ . .__ . . . below:
A . S tatement in detail of all charges an d credi t s to the Joint Aocoon A
B . Statement of all charges and cre d i ts to the Joint Accoun t , surimarized by appropriate classi f ications indicativ e

of the nature thereof .
C. S tatement of all c .iarges and credits to the Jo int Accoun t sc:nmar i z ed by appropriate classifications it,dicativ e

of the nature therz~f, except that i t ems of Con t rollable Material and unusual charges and credits shall be detailed .

5 . Payment and Advances by Non-Operators
Each Non-Operator aiiall pay its proport ion of a ll such bil ls wi[hi :i fi fteen ( 1 5) days after receipt thereof . If pay-
ment is not made wuhin such t i me, the unpa id ba l an ce sha ll bcar interest at the rate of ten per cen-1(107.)
per arimmi until paid .

8 . Adjustments
Payment of any such bills s hall not prejud ice the r ight of any Non - Operators to p rotes t or question the correctness
thereo f ; provided however, all b ills and s ta temen ts rendered to Non-O pera tors by Operator during any calenda r
year shall conclusively be presumed to be t rue an d correct after twenty- four (24) months following the end of an y
such calendar year, unless wit h in the said twenty-four ( 24 ) month period a Non-Operator takes writter excep -
tion thereto and manes claim on Operator for adjus tmen t . No adjustment favorable to Operator shall be made
un less it is made within the same pre scribed period . The provisions o f this paragraph shall not prevent ad j ust -
men t s resu l ting from a physica l i n vento ry of the Joint Prop erty as provided for in Section VII .

7 . Audits
A Non-Operator, upnn notice i n writing to Operator and a ll o ther Non- Opera tors, shall have the right to aud i t
O perator's accounts and records relating to the accounting herunder, for any calendar year within the twenty-four
, 24) month period fd.lowing the en d of suc h calen dar year ; pro•: ided however, the making of an audit shall not ex -
t end the time tor the taking o f written exception to and the adjustment o f accounts as provided for in Paragrap h
6 of this Section I . Where there are two or more Non-Operatcrs, the Non-Operators shall make every rcmonaol e
effor t to con duct joir.? or simu ltaneous audits in a manner w h ich w il l resu lt in a m inimum of inconve^ience t o
the Opera tor.

IL DIRECT CHARI.ES

Sub ject to limttetion : : hereinafter prescribed, Operator shall ct,arge the Joint Accoun t with the following items :

1 . Rentals and Ro yaltie s
De lay or other renta ; ; and royalt ies when such rentals and royalties are pa id by Opera tor for the Joint accou ❑t
o f the Pa rties .

2 . Labor
A. Salaries and wages of Operator's employees directly engaged on the Joint Property in the conduct of the Join t

Operations, and . :alaries or wages of technica l emp loyees who a re tem porarily assigned to and directl y
employed on the oint P roperty .

B. Operator's cost of I .oliday, vac at ion, sickness and d isabil ity bene f its and o t he r customary allowances paid to the
employees whose :;alaries and wages are chargeable to the J oin t Account unde r Paragraph 2A of this Section I I
and Paragraph 1 oi Sect ion III ; except th a t in the c a se of those employees only a pro rata portion of whos e
salaries and wages a re chargeable to the Joint Account under Pa rag raph 1 of Sect ion I II , not more than the sam e
p ro r ata por tion o4 the benefi ts and allowances herein provided for shall be charged to the Joint A ^count . Cost
u nde r this Paragra )h 2B may be cha rged on a "when and a s pai d basis" or by "percentage assessment" on the
amount of salaries and wages chargeabl e to the J oint Accoun t un der Paragraph 2A o f this Section II and Para -
graph 1 of Section . 11 . If percentage assessment is used, the r~de shall be based on the Operator's cost experience .

C . Expen d itures or ccntributio ns made pursuant to a ssessmen t s imposed by governmental authority which are ap -
p licable to Operator's labor cost of salaries and wages charg :able to the Joint Account under Paragraphs 2 A
and 2B of th is Section II and Paragraph I of Section II :.

D. Rea sonab l e personal expen ses of tho se employees whose salL~ies and wages are chargeable to the Join t Account
under Paragraph 2A of this Section I 1 and for wh ich expenses the employees are reimbursed under Operator' s
usual practice .
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3 . Er. iployce Benefit s
Ope ra tor's current co s t of establi shed plans for employees' group life insurance, hospitalization , pension , ret i re-
men t , stock pu rc h a se, thrift, bonus, and other benefit p lans o f a like na t ure , app] abJ. e~o Qpgra tor 's labor co st ; pro-

vid ed howeve r, the to•a l of su ch charges shall not exceed fifceen per-/e r'n~of ~~~ labor cos ts cha :geable

to the Joint Account under Paragraph s 2A and 2B of th is Section II and Paragraph 1 of S ect ion III .

4 . Materia l
Materia l purchased or fu r n ished by Operato r f or use on the Joint Property . So far as it i s reasonably practi -

cal and con s i s ten t w ith e ff icient and econom i cal operat i on , on ly such M a teria l sha l l be purc h ased for or t rans ferre d
to the J oi n t Property as may be requ ired for imm e d ia te u se ; a nd the accumula t ion o f surplus s tocks sha l l be avoided .

5 . Transportatio n
Transporta t ion of employe e s and M a terial necessary for the Join t Operations but su b ject to th e follow ing limit ations :

A . If Mate r ial is moved to t he Joint P rope r ty from t h e Opera tor 's wareho use or o ther p ropert ies, i .o charge shall
be made to the Jo int A c c ount fo r a distance grea ter than the dis tan ce from the nearest reliable svppl y s tore o r
r ailway rece iving point whe re l ike m a terial is available, except by agreement with Non-Opera'ors .

B . If su r p lus Ma t e rial is moved to Operator's warehouse or o t her stora ge po i nt , no charge shall be made to the
Joint Acco unt for a distance g reater than the dis tance to the ne a rest reli able supply store o r rai ;way r e ce iv i ng
poin t , except by agreement wi th Non-Opera tors . N o charge sh a ll be ma d e t o Joint Accoun t for mo v i ng Materia l
to other p roper t ies be longing t o Ope rator, except by agreement with Non-O p e rators .

C . In the ap p l ication of s ubparagraphs A and B above, there shall be no equalization of actua l gross trucking cost s

of $100 o r less .

6 . Service s
A. The cost of contrac t services and uti lit ie s procured from outside sou r c es other than se rv i ces cove r ed by Para-

graph 8 of t h i s S e .:tion II and Paragrap h 2 o f S e ction I II .

B . U se and serv i ce of equipmen t a nd fac ilit ies furnished by Operator a s provided in Para graph 5 of S ec tion IV .

7 . Damages and Los ses to Joint Property
A l l cos ts or expenses necessary for t he repair o r replacemen t of Jo int Property made ne cessary because o f dama ge s
or losses incurred by fire, flood , storm , the ft , accident, or any o th=_ r cause, exc e p t to the exten t th at the damage or
loss could have been avoided through the exerc ise of rea sonable d ili gence on t he part of Operator . Operator sha l l
furnish Non-Opera tors writ ten no t i ce of d a m ages or losses in c urred as soon a s pract icable after a report thereof
has been recei ved by Operator .

8 . Legal Expens e
A ll co st s and expenses o f handl i n g, i nvestigating and se t tling ittigation or claim s a r i s ing by rea son of the Join t
Operation s or necess:ry to protect or recover the Joint PronFrty , including, but not limi ted to, atto rn e ys ' fees,

court costs , cost of investigation or procur ing ev id ence and amounts pa id in settlement or satisfacti on of any
such liti gation o r claims ; provided , (a) no char ge sha ll be made f o r the services of Operato r's legal staff or other reg-
ularly empl o yed pe r sonnel ( such services be ing con s i dered to be Administrative Ove r h ead under S ec t ion 'II) , ex-
cept by a g reement w Ah Non -Opera tors, and (b) no charge shal l be made for the fees and ex pen ses of outside at-
t orneys unless the employment of such attorne ys is agreed to by Operator a nd Non -Operators .

9 . Taxes
All taxes of every kind and n a ture a ssessed or levied upon or it, connection w i th the Jo int Property, the o p er a tion
thereof, or the production therefrom , and which t axes have 6e eo paid by the Ope ra tor for the benefi t o f th . . Pa r ties .

10 . Insurance P remium s
Prem iu ms p a i d fo r insura n ce requir ed to be carri ed on th e Joint Prope rty for the pro tect ion of the Part ie s

11 . Other Expenditures
Any othe r expen d iture n ot covered o r d ealt with in the foreg c ing prov ision s of t h i s Section II , o r in .° ection II I ,

and wh ich i s i ncurred by the Ope rator for the n ece ssary and p- o p er co nduct of the Join t Operat i on s .

lll . I NDIRECT CHARGE S
Opera t or may charge t he Joint Account for i ndi rect costs either by u s e of an allocation of dist r i ct expense i t e r,is plus a
fixed ra t e for adm inis trativ e overhead, and plus the warehous i ng ch arges, a ll as provided for in Pa rag raphs 1, :~, and 3 of
this Sect ion III OR by cemb i nin g all t hree of said items under the fixed rate provided f or in Pa ragraph 4 of this Sect ion
111. as in d i cated next be;ow :

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

warehousing . )
Paragraph 4 . (Combined fixed rate)

1 . District E xpense
Operator sha ll char g e the Joint Account with a pro rata portion of the salaries, wages and expenses of Operator's
production superin tandent and other employees serving the Joint Property and other properties of the Operator in
the same operating area , whose time is not allocated directly to the properties, and a pro rata portion of the cost of
maintaining and ope : ating a production office known as Operator's -- -. . . . . _ .----- ------ ___ . ._ ._-------- ------- . . ._- . . . . . . . . . . . . ..
office located at or ~ i ear _ ._ . . . . . . . _ . . ._ .__ (or a comparable office if location changed), a nd neces-
sary sub-offices (if anp), maintai ned for the convenience of the above-described office , and all ne ce s .r,ir camps,
including housing facd ities for employees if required , used in connection with the operations of the Jo L . t P roperty
and other properties ~. n the same operating area . The expense of, less any revenue from , such facilities m ay , at the
option of Operator, indutle depreciation pf investment or a fair monthly rental in lieu of ' depreciat ien . Such
charges shall be npportioned to all properties served on some equitable basis consistent with Operator' s a ccounting
practice .

2 . Administrative Orvrhea d
Operator shall charge administrative overhead to the Joint Account at the fol lowing rates, which charge shall be i n
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including
salaries, ivages and expenses of personnel assigned to such offices . Such charges shall be in addition to the salaries,
wage; and expenses of emp l oyees o f Opera t or authorized to be charged as direct charges as provided in F aragraphs
2 and 8 of Section 11 .

WELL BAS IS (RAT E PE R WEL .L PE R MONTH )

DRILLING WILL RATE (U U Cvr,jnl Vrodudn9 Depth
( UU Te1al Depth )

Well DeoM Each Well iMf M. N . tt { I n

The cost and expense of services from outside sources in connection w ith matters of taxation, traffic, accounting, or
matte r s be fo re o r involving gove rnmental agenc ies shall be considere d as included in the overhead rates pro ~ ided for in
this Paragraph 2 of Section III , unless such cost and expense are agreed upon bet ween Operator and N on-Operators
a s a d i rect charge to the Join t Accoun t .
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i •, .

3. Operator ' s Fully Owned Warehou se Op e r a ting and Maintenance E x pense
(Describe fully.the a~-.reed procedure to be followed by the Oper : tor .)

--- ---'----
---- ----------- ----- ----- _

.
.------------ ---- -------- ------------- .--------------------- --4 . Combined Fi xed Rate s

Operator shall charge t he Joint Account for th e se rv ices rnv e red by Paragraph 1, 2 and 3 of this Sectio n III, the
follow ing fixed per w e ll rate s :

WELL BASIS

DRILLING WELL RATE
(U , e Tot oi Deo t h )

Well DeDlh Ea c h Wel l

7.11 --Dept --- ----. . .. .. . .. --- -- -

FER WELL PER

A ll W .̂ 116-
~. -

Al l We l l .
Over Te n

-- --------- ------- - ----- - - ---- - - ---- --- - -- --- -- - -- - - - -
Said fixed rate (ffioP2 ) (shall not) include salariesand expenses of production foremen .

5 . Applicat ion o f Administrative Overhea d o r Combined Fixed Rates
The following limi t ~+ions, i ns t ruc t ions and charges sh al l apply in the application of the per well rates sr provided
under eit her Paragra p h 2 or Paragraph 4 o f this Section III :

A . Char ges fo r dri lling wel ls shall begi n on the date each well is spudded a nd terminate on th e date th e d ri ll ing o r
completion rig is released, whichever is later, except that no charge s hall be made du ring the suspension of
drilling opera t ions for fifteen ( 15) or more consecutive days .

B, The status of wells shall be as tollows :
(1) Pro duci ng gas wells, injection we l ls f or recovery ope ra tions, wa ter supply well s ut ilized for water floodin g

operations and sa lt wa ter disposal welis shall be considered t he same as producing wells .
(2) We ll s pei manently shu t down but on whi ch pl ugging ~peratio n s are defer red shal l be d r op p ed f rom the

we ll schedule at the time the shutdown is effected . When such a well is plugged a charge shall be mad e
at the produ c in g well rate s .

(3) Wells being plugged back, drilled deeper, converted ., a source or input well, or which are undert oing an y
type of workover that requires the use o f a drilling or workover rig shall be considered the same s drillin g
well s .

(4) Temporarily shu t-down we lls, which are not prod ucri or w orked upon for a p e riod o f a fu ll calenC ar month ,
shall not be included i n the well schedule, provided hiwever, wells shut in by governmental egulator y
body shall L~ included in the well schedule only in the event the allowable production is t rans(ern d to som e
oth er well o• wells on the Joint Property . Di:.F.NXX ➢ 4R +~dC'~CX7CXJC~LY~2SF4~CX1SX34t474)W i:'~S IKA4xit: Yi-24$1<7[#QC
tR~XtiI7cE0 a:*IRO dc T77 iLxflcxnx]IX7(7dx4cA~7mLpcoC

(5) Gas wells st .al] be included in the well schedule i f di, ectly co n nected to a permanent s ales ot tlet ev e n
though temporarily shut in due t o overproduc t ion or filure of purchaser to take the allowed proruction .

(6) \i E s1i lom or 3;: }Xttkin e7elcbCSCinc]ix~s.ac incx '}:ic1.Xkxguoi [oeY.rlm %ac %aeXCC~][4a~2e~ crdaxxAX D C7c1~n:.4ck at~eae
6R' 3CbCXOC~L3C9CP > CS.' %7:79C7CX~FX 'ft7 iP.AXXXFX%MOd 1:Xx[idC t~]p'.=mCYLLR .

C . The well rates ;t, .ill apply to the total number of wells bein• ; drilled or operated under the agreemer} to whic h
this Accounting Procedure is attached, irrespect ive of inc lvidual leases .

D. The well rates sl,all be adjusted on t he first day of A p:il of : ach year following the effective dat e of the a gree -
ment to vhich tl,is Accoun t ing Procedure is at t adhcd . The adjustmen t sha ll be computod by multil lying th e
rate cur ren t ly ir use by the percentage increase or decreas: in the av erage week ly e arnings o f C rude ;'e t roleum
and Gas Productio n Workers f or the last c ale n da r yea r conpa r ed to the p recedi ng calen dar year as ~h own by
"The Index of A ; erage Weekly Earnings o f C rude P e t ro leum and Ga s P roduc t ion Wo rkers" as publishe d by the
United States D-.,paztmen t of Labor, Bu reau of Labor Statistics . The adju s ted rates shall be the ra tes current l y
in use , plus or minus the computed adjus tment .

6. For the construct io :i o f compressor p lan ts, water s t a t ions, secondary reco very s y s tem s , sa lt water d isprsal faci l i -
ties, and oth e r such p rojects, as dis t i ng u ished f rom the more u sual drill i ng a nd p roducing o perat io ns Op e rato r
in addi t ion to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 anu 4 of thi s
Sect i on III, shall charge the Joint Account with an additional overhead charge as follows :
A . T o tal cost less than $25,000, no charge .
B. Total cost more than $25,000 but less than $100,000, 3_1; of total cost .

C. Total cost of $l'10,000 or more, 3 r of the first 5100,OOC plus 2 h~ of all over $100,000 of total rost .
Total cost s h a ll mear, the t o t a l gross cost of any one projec t . For the purpose of th i s Paragraph the compcnent parts
of a sing le p rojec t shall not be t rea ted separately and t he cos c o f drilling we l ls shall be excl u ded .

7 . The specific rates p .-ovided for in this Section III may be amer ded from time to time by mutual agreemect between
the Part ies here to if, in practice, t he rates are found to be insufficient or ex c e ss ive .

IV. BASIS OF CHARGES TO JOINT ACCOUN T
Subject to the f urther prov isions o f this Sec t ion IV , Operator will procure all Ma t erial and serv ices for t he Jom [ Prop-
erty . At the Ope ra tor s opt io n, N on-Opera tor may supply M atcria] or serv ices for the Jo int P roper ty .
1. Purchase s

Mater i al pu rchased and s ervice pro c u r e d shall be charged at the price paid by Operator after deduct i on of all dis-
counts actua l ly rec r ived .

2. Material furnished from Operator's Warehouse or Other Properties
A . New Material (Condition " A" )

(1) Tubu l a r goods, two inch ( 2") and over, sh al l be priced on Ea s te rn Mill base (i . e . Youngstown , OLio ; Lorain ,
Ohio ; and ? ndiana Ha rbo r , Indiana) on a minimum carload basi s effective at da t e of movemen t r. d I . o . b .
railway recciving po int nearest t h e Joint P roperty, r ~gard less o f qua n ti ty . In equalized hau lir. : ; charges,
Operator is permitted to include t e n cen t s ( lOc) pt, hundred -weight on a ll tubular goods turnshed from
hi s stocks in lieu o f loading and unloading costs sust line d .

(2) Other Material shall be p riced a t the curren t replaceme i t cos t of the s a me kin d o f Ma terial, e ffe c t i ;e at date
of movemert and f. o . b . the sup p ly store or rail way rece iving point neare st the Jo i nt Pro p ei cy where

• Material oi the sam e k ind is avai l able .
(3) The Joint P ccount shall not be c red i ted with cash di sce-ants applicable to pri ces provided for in his Para-

graph 2 of Section IV.
B . Used Material ( C ond i t i on "B" and "C" )

(1) Material it. sound and servi c eable cond i tion and suit able for reuse without reconditioning , shall be classified
as Cond i tion "B" and priced at seventy-five per cent ~ 75%) of the current pr ice of new Material

(2) Material w hich can n ot be cla ss ified as Cond iti on "B" but w hich ,
(a) After re c ondi tioning wi ll be further serviceable for original function as good secondha vd Material

(Cond i t ion "B" ), or
(b) Is se rviceable for original function but substantially not suitable for recond i tioning, shall be dassifi-

ed as Cond i t io n " C " and pr iced at fi f ty per cent ( 50 5, ) of current new pr ice .
(3) Ob solete Material o r Material which cann o t be classified as Condition "B" or Condition "C" sha ll be p r iced

at a value commensurate with its use . 'Mate r ia] no l o nger suitable for i ts original purpose bu t usable for
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some other purpose, sh a ll be pr iced on a basis compara b le with tha t of item s norma lly u sed for such other
purpose .

(4) Material invclving erection costs shall be charged at applicable percentage of the current knoc ked-down
price o f new Material .

3 . Prem ium P rices
Whenever Material is not readily obtaina ble at pr ices sp eci fie d in Para g r aph s 1 and 2 of thi s Sec t ion IV bFeause of

national emergencies, strikes or other unusual causes over which the Operator has no control, the Opera!or may

charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such Material,
in mak ing i t sui t able for use, an d i n moving it to the Joint Prope rty, p r ovi d ed, that notice i n w ri ting is
fu rn i shed to Nor. -Cpcrators o f the p ropose d c h a r ge pr i o r to b i llin g Non-Opera t ors for su ch Materia ; . Each Non-

Operator shall F-,ve the right, by so electing and ial ifyi n& Operator within 1 0 days after receiving notice from
Op e rato r, to furnish in k ind a l l or part of hi s sha re of such M a te r ia l suit a ble for u se a nd acceptab le to Op era tor .

4 . Warranty of Material Furni shed by Operator
Operator does not warrant the Material furnished . In cas~ o f defective Material , credit sha l l not be passed to the
Joint Account until adjustment has been received by Operator from the manufacturers or their agents .

5 . Equipment and Facilitie s Furni shed by Operato
r A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost o f

owne rship and operation . Such rates shal l include c ost of mainten a nce, r e pairs, other ope rating expe n se, in-
surance , taxes, dep recia t ion a n d inte rest on investmen t not t o exceed six per cen t (6 % ) per annum , provi ded
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located . Rates for automot ive equipment s h a ll generally be in line w i th the schedule o f rates adop ted by the
Petroleum Motor Pransport Associa t ion, o r some other recogn ized o rganiza tion, as recom me ded uniform cha rges
agai n s t Joint Property operations. Rates fo r laboratory services sha ll no t exceed those currently prev a i ling if
performed by outside se rvice labora t orie s . R a tes for trucks, tractors and well service un its may include wages
and expe nses of opera to r .

B . W henever requested, Operator shal l in form Non-Oper a to r s i n idva nce o f the ra tes it p r oposes to c h a rge.
C . Rates shall be re v ised and adjusted f rom t ime to t ime when found to be either excessive or insufficient .

V. DISPOSAL OF MATERIA L

The Op e r ator may purchase, but shal l b e unde r no obligation to purchase, int e res t of Non-Opera t o rs in su rplu s Cond i -
t ion "A" or "B" Material . The disposition of surplus Controllable Material, not purchased by Operator, shall be subjec t
to agre emen t be t ween Operator and N on-Opera tors, provided Op e rato r shal l d ispose of norma l accumulations of junk
and scr ap Ma ter i a l either by tran s fer or sa le f rom the Jo int Prope. ; y .

1 . Material Pur c hased by the Ope ra tor or Non-Operator s
Material purcha sed by e i ther the Opera t or or Non -Ope ra tors shall be credited by the Operator to the Joint *, CCOUnt
for the mon th in wh i rh the Material i s removed by the purch , ser .

2 . Division in Kin d
D iv ision of r4ater i al :n k ind, i f made be t ween Opera tor and No-i-Operalors, sha l l be in p roport i on to th e re s pective
interests in such hfate~iaL The Part ies w i ll thereupon be charged individually with the va l ue of t he Materia l re-
ceived or receivable . Proper credits shall be made by the Operator in the monthly statement of operations .

3 . Sales to Outsider s
Sales to outsiders of Material from the Joint Property shall be credited by Operator to the Joint Account at t he net
amount collected by Operator from vendee . Any claim by vendee related to such sale sha l l be charged back to the
Jo i nt Acco u nt if and wh e n paid by O perato r .

VI . 6AS i5 OF PRI C I NG MATERIAL THAN SFIi I :RED FROM JOINT ACCO U NT
Material purchased b . eith er Operator or Non-Operators or di• ided in kind , unless otherwise ag reed to between
Operator and A'on-Operalors shall be priced on the following Fasis :

1 . New Price Defined
New pr ice as used in th i s S ec t ion VI s h a ll be the pr ic e s p ecifi ed for N ew Material in Secti on IV .

2. New Materia l
New Material (Condition "A"), being new Materia l procured for the Joint Property bu t never used, at one hun dred
per cent (1 0 0 <<) of current new p r ice (plus sa les tax if any) .

3 . Good Us ed Materia l
Good used Material (Condition "B"), being used Material in sound and service able cond ition, suitable for reuse
withou t recond itioninh :
A . At seventy-five per cen t ( 75% ) of cur rent new price if Material was charged to Join t Account as new, o r
B . A t sixty-five per cent (65%) of current new price if Materia : was originally charged to the Joint Aaount a s

secondhand at seventy -f ive percen t (75 0 ) of new p r ice .
4 . Other Used Materia l

Used Material (Condi,ion "C"), at fifty per cent (50%) of current new price, being used Material which!
A . I s n o t in sound and ser v iceable condi tion b u t su itable for rewe af ter rec ond itioning, o r
B '. I s serviceable for origina] function b ut no t s u i table for recon d i t ioning .

5 . Bad-Order Materia l
Material (Condition "D"), no longe r sui t able for its original pmpose w i thout excess ive repa i r cost but us . t le for
som e o ther purpose at a price com pa r able w ith tha t o f i tems nor m a lly u sed for such other purpose .

6 . Junk Materia l
Junk Material (Condition "E"), being obsolete and scrap Material, at prevailing prices .

7 . Temporarily Used Material
When the use o f Mate* ial is t e mporary and its service to the T oin i Prop erty does not jus ti f y the reduction in pr ice as
prov i d ed f o r in Paragr .iph 3 B of this Sec tion VI , such Material s h :,ll be p r iced on a ba sis that wil l leave a net charge
to the Join t Account ronsistent wi th the va lue o f the se rvice rendered .

VII . INVENTORIE S
The Operator shall maintain detailed records of Material generally ccnsidered controllable by the Industry .

1 . Periodic Inventories, Notice and Repre sentation
At reasonable intervaL . inventories shall be t ake n by Operator of the Joint Account Ma teria l , which shal l hidude
all such Material as is ordinarily considered controllab l e . Written notice of intention to take inventory s'.iall be
given by Opera tor at 'eas t th i r t y (30) days before any inventorv is to beg in so tha t No n-Ope rators may be repre-
sented when any inventory is taken . Failure of Non-Operators tc be represented at an inventory sha l l binj Non-
Operat ors to ac cept the inventory tak en by Operator, who shall h . that event furnish Non-Operators with a copy
thereof .

2. Reconciliation and Adjustment of Inventorie s
Reconcil i ation of invertory with charges to the Joint Account shall be made , and a list of overages and shortages
shall be j o int ly determined by Operator and Non-Ope ra t o r s . In lentory adjustment s shal l be made by Operator
with the Jo in t Accoun t for overages and shortages , but Operato r shall be held accountable to Non-Operat or only
for shortages due to lack of reasonable dil igence .

3 . Special Inventories
Spec i al inv e n tories may be taken whenever there is an y sale or change of interest in the Joint Property. It shall be
the duty of the party selling to not i fy a l l o t he r Pa rt ies a s quickly a s possible af ter the transfer of in terest takes
place . In such cases, both the s el le r and the pu rchaser shall be governed by such invento r y .
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EXHIBIT "E"

NONDISCRIMINATIO N

Gulf Oil Company-U .S ., a division of Gulf Oil Corporation, hereinafter referred to as
"Gulf;' is a"contracto:" 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 develop
a wr itten "Affirmative Action Compliance Program" for each of its establishments accord-
ing to the Rules and Fegulations published by the Uni ted States Department of Labor in
41 C .F . R ., Chapter M . Further, contractor hereby certifies that it does not now and will
not maintain any fac : ities provided for i ts emp loyees in a segrega ted manner or pe.•m i t
its emp loyees to perform their services a t any locat ion under i t s control where segregated
faci lities 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 . ( :on-
tractor further warrants that no other law, regulation or ordinance of the United St<tes,
or any state, or any € overnmental authority or agency has been violated in the mLnu-
facture, procurement -)r sale of any goods furnished, work performed or service rendrred
pursu ant t o t hi s con tract .

Unless exempt by rules, regulations or orders o f the United States Secretary of Labor,
issued pur suant to §204 o f Execut ive Order 11246 , daled Septe mber 24, 1965, during the
performance of this contract, the contractor agrees as follows :

" (1) The con trac tor will not di scrimina te against any employee or applic ant for employment becau ;e of
race , color , reli g ion , sex , or na tiona l orig in . The contractor will '.ake affirmative acti on to en sure th a t nppli -
cants are empl oyed and that employees are treated during employment, without regard to their race . culor ,
re l igion, sex, or nationa l origin . Such action sha ll include but net be limited to the following : Employment,
upgrading , demotion , or trans fer , recruitment or recruitment advert is ing ; layoff or termination ; rates of pay
or other forms of compensation ; and selection for training, including apprenticeship . The contracto r agrees
to post in con spicuous places, available to employees and applicant s for employment , notices to be pro vided
by the contracting offi cer settin g forth the provisions of this non d iscrimin ation clause .

"(2) The contractor will, in a ll solic itations or adverti sements for employees pla ced by or on behalf of
the contract o r , s tate that a ll qua lif ied app licant s will receive consideration for employment without regard
to race , color , r e lig ion , se° . or national o ri g in .

"(3) The contrac t or will send to each labor union or represer.la tive of workers with which he has 3 co)-
lective barga in ing ag reen . .n t or o the r contract or understanding, a notice to be prov ided by the a E!oncy
con tracting officer, advising the labor union or work ers' reprosen ta[ive of the con tractor 's commit ments
under se c tion 2 0 2 of Executive Order 1 12 4 6 of Septemb er 24, ; 965, and shall po s t copie s of the noti ce in
conspicuou s p lcces a va ilalile to employees and applicant s for e mo l oyment .

" (4) The contractor will c ompl y with al l provis ions of Exe cut ive Order 11246 of September 24 , 1965 , and
of the rules , r egula tion s, and re leva nt o rde r s of the Secretary of La bor .

" (5) The contrac tor will fu rni sh a ll information and report s reoui r ed by Executive Ord er 11246 of SPU tem-
ber 24 , 1965 , and by thg r .iles, regu l a tions, and orders of the Secretary of Labor , or pursuant there to , and
will permit access to hi s books, records, and account s by the con trac t i ng agency and the Secretary of Labor
for purposes of investigation to asce rta in compliance with such :a le s, regulations and ord e r s .

"(6) In the eve nt of the con trac tor's noncomplianc e with the nondiscriminati on clauses of this cortract
or with any of such rules, regula tions, or orders, this contra c t may be can ce l ed , terminated or suspended
in whole or in p art and the contractor may be dec lared ine lig ible for further Governme nt c ontracts in ac-ord -
ance with procedures authorized in Executive Order 11246 of Septembe r 24. 1965, and such other sanctions
may be imp osed and ren: ; ;dies invoked as provided in executive order 1 1 2 9 6 of Sept ember 24 , 1965 , or by
rule, r egulation , or order cf the Secre tary of Labo r , or as otherwise pro v ided by law .

"(7) The contractor wi ll include the provis i ons of paragraphs f I) through (7) in every subcontract e : pur-
chase order un less exempt ;d by ru les, regulations, or orders o f t he Secretary of Labor issued pursuant t o
section 204 of Executive O :der 11246 of September 24 , 1965 , so that such provisions will be bindin g upon
such subcon trac tor or venr ;or . The co ntractor will ta ke such action with respect to any subcontract or pur-
chase order as the contra ct ing agency m ay direct as a means o ' enforcing such provisions includin g sanc-
tions for noncompli ance : ;'rovided however, That in the event the contractor beco mes involved in . or is
threatened with , litigation with a subcontractor or vendor as a result of such direction by the contracting
agency, the contractor ma y request the United States to enter into such litigation to protect the intirests
of the Uni ted Sta tes :'

EXHIBIT "E"



PLAN OF UNITIZATION

For

MILROY UNIT

CART' ER & STEPHENS CO'6 NP IES , OKLA HOMA

W:°fNESSET H

The follow in g shall constitute the Plan of Unitization applicable to
the Milroy Un it , Stephens and Car ter Countie s , Oklahoma, created pursuant to
authority of Sect ion 287 .1 - 287 .15, inclusive, Title 52, Oklahoma Statutes,
1961, and having f )r its purpose the unitized management, operation and furthor
development of the Dee se Sands of the Pennsylvania Age, a common source of
supply of oil and ;as underlying the Unit Area herein defined, all to the end
that a greater u l t imate recovery o f oi l an d gas and assoc iated minerals may b e
had therefrom, wa sce prevented and the corre lat :.ve rights of the re spective
owners protec ted .

ART ICLE 1

DEFINITIONS

As used in this Plan of Unitization, the terms hereinafter set out
shall have the fa:Yowing meaning :

1 .1 Uni c sha l l mean the M i lroy Unit .

1 .2 Uni r. Ar ea sFall megn the lands de scribed by Tracts in Exhibit "A"
and shown on Exh ibit "B" .

1 .3 Unitized F oxmation shall mean that subsurface portion of the
Unit Area comnonl y kn uwm as the Deese Sands of t he Pennsylvania Age, whi ch a .e
encountered between the d epth s of 3 ,070 feet and 3,906 feet as ind ic ated on the
electric log of the Powell Br is coe Que e n Harr i s # 1 lo cated in the center SW EE
SE of Section 13 - [5 -4W, Ste pha;BS County, Oklahoma .

1 .4 Unitized Subscances (Unit Frod ucc ion) shall mean and include i1 2
Oil and Ga s w ithii ; or prc~d~ced tr ;:II~ the Un it i ze d Format ion from and after the
Effective Date of the Pian of 'i ;n ltiaat i an .
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1 .5 O il and Ga s shs1 1 not only refer to o i l and gas as such in combina-

tion one w i th the o ther, but shall have refe ;^_nce to oi l , gas, cas ingF.eQU as,

casinghead gascline , conden s aces or other hydrocarbons, or any comb inat i on or com-

binations thereof , which may be found in or produced from the Unit ized Formation .

1 .6 L essee means an owner of an intere s t in Unitized Substances by

virtue o f a lea se, operating agreement, fee t it l e, or otherwise including a carried

interest , wh ich interest is chargeab le w ith and obligated to pay or bea r , either in

cash or out o f proauction or ocheswiie, all o r a portion of the cost of drilling,

deve l op i ng, producing and operating the Unitized Formation .

1 .7 W ark inR In terest shall mea n an interest in Unitized Substances that
is owned by a Les see ,

1 .8 Raval ty Ynterest yha'LY mean a right to or interest in any portion

of the Unitized Subatancea othe r than a Working Interest .

1 .9 R eyalty Owner shall mean a party here to who owns a Royalty Inter-
est . The owner o ` an unl eased interest in Unit Production shall be considere f
a Lessee as to 7/8the of such interest and a Royalty Owner as to 1/8th of such
interest .

1 .10 Trr.ct shall mean e ach parcel of land described as such and g i-,en
a Tract number in I' xhibic "A" .

1 .11 Unit Ope rator shall mean the Lessee designated by L es sees as
provided in Article 13 to develop and ope rate t ht : Uniti ze d Formation, a c t ing F :e
Operator and not a e Le s see .

1 .12 Trzct Pa r ticiEati.on sha ll mean t!1e pe r centage shown on Exhibi! . "A"
for allocat ing Uni . .ize d S ubstan ces to a Tract un•ie r th is Plan .

1 .1 3 Un it Pa rtici pation of each Le ssec shall mean the sum o f the p ,~ r-
centages ob t a i ne d by multi plyin g su ch Lessee° s fra c tional work ing interest in

each Trac t by the a pprop riat e Phase Tra ct Part icipat i on of such Tract .

1 .14 Outside Substance a shall mean al l sub s tances obtained from an -
source other than the Un itized Formation and whi ch are inj ected into the Un i t iz ed
Formation .

1 .15 O i ? and Gas Rights shal l mean t he r igh t to explore, develop and

operate l and s w ithin the Unit A rea for the production of Uni t Produ c t ion, or t o
share in the production so ob tained or t he proceeds there of .

1 .16 Uni t: Operacions shal l mean all oaera t ions condu c t e d by the Uuit
or Un it Opera t or ptrsuant to this Plan for or on acc ount of the d evelopment and
ope rat ion of the Unitized Formation for U n it Production .

1 . 1 7 Unic Equipmsn[ means a ll pers,vnal property, lease and well eqLi.p-
ment, plants and cther faciiities and equ ipment taken ove r or otherwise acqu ?red
for use in Un it OpeLat i an s .
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1 .18 Unit Expenae means all cost, expense or indebtedness incurred by
the Unit or Unit Opera[or pursuant to this Plan of Unitization .

1 .19 Opex atinQ Corrm i t r.ee means the committee as constituted under
Article 12 of this Plan of Unitiza cimn ,

1 .20 Effe ct ive Da te means the time when the Unit takes over and

commences Unit OpPra tfons . g

Oklahoma .
1 .21 Commission means the Corporation Commission of the State o f

1 . 22 Par~ means any indiv idual, corporation, partner ship , common
law or statutory trust, association o f a.ty kind , the State of Oklahoma or any
subdivi s i on or agercy thereof acting in a proprietary capaci ty , guardian , execu-
tor, admini strator , fiduciary af_.any k1a?3, or any entity capable of ho ldin g an
interest in the Unitized Format i un ,

1 .23 Sin&ula r and Ylura l - Gendes . Unless the context ocheawi se
clearly ind i cate s words used in the s ingul ar include the plural, the plural
includes the s ingu 7 ar, and the neut er gander inc. ude s the masculine and the
feminine .

ARTICLE 2

EXH ,TE ZT S

2 .1 Exh j bits. A t tache d he rer,o are the following exhibits which are
incorporated hereir, by reference ,

2 .1,1 Exhi b it "A " i s a s che dule that de s cribe s each T ract in

the Un i t A rea and shows i ts Prase I and Pha se II Participation,

along with t he participation formulas used to calculate su ch Tract

Participation .

2 .1 .2 Exhi bit "B" i s a map that shows the boundary lines of
the Unit Area and the Tract s therein ,

2 .1 . 3 Exhib it "C" is the Accounting Procedure applica ble to
development and operation of the Unit A rea . In the event of con -
fl ict be t we en th is P lan of Unitization a nd Exhibit "C", th i s Plan
of Uni ti_a t ion shal l prevail .

2 , 1 ,4 Exhi bit "D" cont ain s i nsurance provi s ions appl icabl e

to the dcve l opme n t and op e ration of the Unit Area .

2 .1 ,5 Exhibit " E" c ont ain s non -disc rimination provisions .

2 .2 Gortecting Errors . The shapes and desc riptions of the respective
Tracts have be en e scabl ishe d by u si ng the best information available . If it
subsequent ly ap pear- that any Tract, because of aiver se Royalty or W orking

Interes t Owner sh i p on the E ffe ctive Date h e re o Efl s hould be divided into more
than one Tra c t , or that any scriveners es r :.r has been made in the pre para tion of

Exhibit s or in ferm_ci on shown rherenn, Unit 6pe racc r y with the approval of the
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Commission, may correct the mistake by revising the Exhibits to confor m
to the facts . The revision sha ;.l not include any re-evaluation of enginee.ring
or geological interpretations used in determining Tract Participation . Each such
revision of an Exhibit shall be effective at ? :40 a .m, on the first day of the
calendar month following the filing of the ruvised Exhibit with the Secreta :y of
the Commission, or on such other date as may LE determined by the Operating Cam-
mittee and set :orth in the revised Exhibit .

ARTICLE 3

CRFA'fHON AND EFFECT OF UNIT

3 .1 Oil and Gas Rikr.r_a Unitized . Subject Co the provisions of this
Plan of Unitization, a ll Oil and Gas Ri gh ts of R t~ya ].ty Owners in and to the lands
described in Exhib i t A, and all Oil and Gas Rights of Le ssees in and to said
lands, are hereby unitized insofar a s the respective O il and Gas Rights p ertain
to the Unitized Forma t ion, s _~~ that Unit Operatioxe s may be conduct ed as if the
Unitized Formation had been included in a single l ease executed by a ll Royalty
Owners, as lessors, in favor of all Lessees, and as if the lease had been subject
to all of the provisions of this Plan of Unitization .

3 .2 Amendment of Le ases and O ther AAr F :e.men t a . The provisions of th( :
various leases, agreements, division and transfer orders, or other instruments
covering the respe ctive tracts or the production therefrom are amended to the
extent necessa ry tc make them conf ,~xm to the provisions of this Plan o f Un i ti zi -
tion, but otherwi se sha ll rema in in e ffec t .

The divis ion orders shall cover and apply to that fract i on of tl se
Unit Produc t i on as is allo cate d co the res pe ct ive , Tract s in Exhib it "A" (e ffec
tive as of the E ffective Date of the Unit) and purchasers of Unit Production c~• e
authorized to pay rhere for in accordance with pe7 centages set forth in Exh ibit "A"
without pr ocur i.ng n ew divis i on orders .

3 .3 Conr_inuation of Le a se s and Term Royalties . Operat i ons , including
drilling operat i on ~,„ conducted with respe ct to the Unitized Formation on any pa rt
of the Unit A rea, or product ion from any part of the Unitized Formation, shall ,
except for the purpose of determining paymen ts to Royalty Owners , be con s idered
as operation s upon or production from ea ch Tract and such operations or produc t ion
shall continue in force and effe ct each lea se at term royalty interest just as if
such operations had been conducted and a well had been drilled on and was prod uc-
ing from each Tract . Each such lease and term r.~yalty interest shall rema in in
force and effect so long as this Plan of Unitization remain s in force and effe c t .

3 .4 Titl es Una ffe ct.ed by Unitira t ion . Nothing here in shall be conr trued
to result in the t :ans fer of t i tle c o thP 0 11 an3 Gas rights covered hereby between
the part i e s hereto or to Un i t O peraY.sr, other ehai the r ight to exe rci se such Oil
and Gas Ri ghts and to share in Unit Prodcc c imn or in the pro ceeds therefrom to the
extent and manne r herein prov ided .

3 .5 Iei2l e cti mn R iqht s ._ The Unit 9perat or shall have the right t o ia3ect
into the Unit ized Formation any substances in wkvcever amounts th e Operating C.+m-
mittee deems expedtent for Unit Operations, inc7ladfng the ri ght to dril l and r.a in-
tain injection welle; on the Unit Are a and to use producing wells completed in the
Unitized F ~)tma t i on or abandoned O il and Gas we 1'us and any dry hole that wa s
dri lled for o i l and ga s .
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3 .6 Coo p e ra t ive Agreements . The O perating Committee, as a nrudent means
in the interest of conservation and t o increase the recove ry of Unit P roduc t ion ,
may execute , or au thorize an d empower the Ur. . t Opera tor to execu te in the?r b0hal f,
agreements with the owners of intere s ts in ir,nds ou t s i de the Uni t Area . c,r coopera-
tive deve lopment , operati on, f lui d injection or similar p r ograms with reEp^ct to
the equival ent of the Unitized Formation outside the Unit Area and the Unitized
Formati on . An y such agreement shall make provisions f or the dr ill ing or cc,i;vers i on ,
equipping and ope ration o f compensating fluid injection wells in the Uniti zed Forma -
tion and adjoining equivalent of the Un i tized Formation outside the Unit A rea . The
rate of flu id injection into such we lls ins ide the Uni t Ar ea sha ll be a pproximat el y
equal to t he rate of injection int o such wells ou tside the Unit Ar ea . Any su ch co-
operative a greemen~ shall in no way af fect or a' ter the percentages of participation
establ ishe d hereunder a s to the par t ies hereto, no r shall the same provi de fc,. the
sharing or all ocation of produ ction a s between the Unit Ar ea, as herein de fine d ,
and any outside lands .

I

3 .7 Development Obliyation . Nothi ng he re in shall reli eve the Lessees
from the obl igation to develop reasonably as a whole the lands and l e a ses subject
hereto . • •

3 .8 Pe L s onal Property Except ed . Subj ect to provisions of Article 17,
all lease and well equipment, mater ial s , and ot her facilities he re to fore and here-
after placed by any Lessees on the lands covere<, hereby shall be deemed to be a nd
shall remain personal property be lon ging to and may be remove d by the L e s seev .

ARTICLE 4

PLAN OF OPERATI^N

4 .1 0p- ra ting Methods . To the end that the quantity of Unit Pr od , c-

tion ultimately r :.--ove r abl e may be i ncrease d an d waste prevented, the Unit O1-e ra-
tor under d i rec ti i n of the Oper a ti ng Coma:ittee, shal l wi th dil igen ce and i n
accordance with g,od enginee r ing and pr cducti on pr ac tice s, condu ct a ae cond a y
recovery ope rati on by means of in jecting gas , water, or other sub s ta nce s, or
combinations thereof into the Uni tiz ed Fonnatia.i .

4 .2 Change of Ope ra t ing Methods . Such other methods of op e ra tion :; as
may from time to time be dete rmined by the Operati ng Committee to be f easib l : ,
necessary or d esl :-able t o efficiently in crease the u ltima t e recovery of Uni4
Production, may be conducted by t he Uni t Ope rar.or under di r ec tion o f the Operat-

ing Committee . Nothing herein shal l prevent t ::e Operating Committee f rom df ; -

continuing or char.ging in whole or in part any particular method of operatirn if,

in it s opinion , c,,ch method of operation is no longe r in accordance w i th goc:t
engineering or prcduction p rac t ices .

ARTICLE S.

ALLOCATION OF UNIT P:?ODU CfION

' -
5 .1 Tract Part icipation . The Phase I .snd Phase II Tra c t Part icipa -

tion of each Tracl ;s shown i n Exhibit A . Phase I Trac t Pa rticipation percer.c-
a ge s shall app ly to Unitized Substances beginninf, as o f 7 o 'clock A .M ., on the
Eff ec tive Date hereof and continuing un t il the first day of the month fo l lowir
the month in which the oi l produced , after January 1, 1 9 72 , from the Un i tized
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Formation underlying all T racts des cribed in Exhibi t A, e qual s a total of 300 ,000

barre ls of oil . Therea fte r, t he Phase II Participa ti on Per cent ages sha ll apply :

5 .2 " Allocation to Tracts . All Cr.i t Product ion, except that picduc tion

used in devel .pment and operation of the Ur i t Area or unavo idabl y lost, ;hal l be

apportioned amcn-, and a ll ocat ed to the several Trac ts in accordance with the re -

spective Tract Farticipa tion in effect at the time of such production . Th e

amount of Unit Production s o a ll ocated to each Tra ct, and only tha t amuuuc , re-

gardless o f whether it be more or less that the amount of the actual production

from the we ll or wells, i f any , on such Tract shal l, for a ll intent s , use s and

purposes, be deemed to have been produ ced from such Tr act .

5 .3 Distribution Within Tracts . The Unit Produc t ion allocated to each

Tract shall be distributed among , or acceunted for to , the Pa rt ies e nti t l ed to

share in t he production from such Tract in the same manner, in th e same propor-

tions, and upon the same conditions as they would have par t icipated and shared in

the production from such T ract , or in the proceeds the reof , had this Plan of

Unitization not been entered into, and with t he sane l ega l force and effect .

If hny Oil and Gas Ri ghts in a Tract are or become d i vided and
owned inseveralt} • as to di fferent parts of the Tract, th e owne rs o f t he divi i led
intere sts, in the absence of an agreement providing for a different division,
shall shar e i n th ,! Unit Produc tion a llocated to the Tr act, or in the proceeu=
thereo f , in propor_ion to the su r face acreage o` their respect i ve parts of t ls
Tract . A one -eigb :h ( 1 /8 ) part o f the Uni t Pr oiuction allocated t o each T ra, .
shall in all events be regarded as royalty to he distributed to and among , or
the proceeds the reof pai d to , the Owners of Roy:lty Interest, free a nd c lea r of
all Un i t Expe n se a%d free of any l ien tUereof .

5 .4 TaP ;n Q Uni t Production in Kind . T he Unit Production all ocater : to

each Tract shal l b :t delivered in kind to t he re,pective Part ies ent it le d the~.rt o

by virtue o f the r:+nership of O il and Gas right ; the rei n or by purchase from such

Parties . Such Pa* .ies shall have t he right to _onst ruct, maintain a nd op era, e

, . within the Unit Area all necessa ry faci l ities fo r that pu rpo se , provid e d that
they are so constructed, maintai ned and ope ratei as not to inter fere wi t h Un it

Operations . Any e ::[ra expendi tu r e s incurred by Unit O pe r ator b y reason of the
delivery in k ind of any por ti on of the Unit Pr oduct ion shal l be born e by the

receiving Pa r ty . I f a Royalty Owne r ha s the right to tak e in kind a share o f

Unit Produ c t ion and fails to do so the L essee o :_ such R oya lt y Owner sha ll be

entitled to take i n ki nd su ch share of the Un i t P roduction .

5 .5 F a ? 7u r e to T ake in Kind . If any Party fails to t ake in k ind or
separately di spose of it s share of Unit Produc t ;.un , Un i t Op e ra tor shal l have :he
right, but n ot the duty , for the time b eing and s ubject t o revoca ti o n a t wil : by
the Party owning the share , to purchase for its own account or sel l to o che r:
such share a t a p_i.ce no t l ess than the curren~ ,aarket p r ice prevailing in CL^
field at the t ime of such purchase or sa l e , provided t hat al l cont racts of se : e
by Unit O pe rator of. any o ther Pa rty's share of "nit Pr oduction shall be only for
such reasonable periods of t ime a s are cons i stent w ith the minimum n eeds of the
indu s try unde r the circumstances, b ut in no event shall any such contract be i: or
a period in excess of one (1) year . T he proceec,s of the Unit Production so a :s =
posed of by Unit Operator sha ll b e pai d t o the ~a rt y en ti tle d the ret o . Notw '_~ h-
standin g the foreg„ing, Unit Ope rat or shall not ,nake a sale int o interstate c.~ :m-
merce o f any other Party's share o f gas preduc t Lon without first giving such
other Par ty a sixty ( 60) da ys' notice of su ch i:itended sa l e .

5 .6 Prc,ciuction Where Tit le i s in D i .~ru t e . I f the t i tl e or right o,=
any Party claiming the r ight to receive in k ind all or any portion of the IIn'.t:
Product i on al l ocat=d to a Tract is in dispute, Unit Operator, at the dire ct ie:•.
of the O perat ing Committee , shal l eithe r :
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5 .6 .1 Require that the Par t y or P ar t ies to whom su ch Unit
Production is d e l ive r e d or t o whom the pr oceeds the r eo f ar e paid,
furr. i .;h secu r i t y fo r the proper accounting the refor to the r ight -
ful owne r or owne r s in the event tht, title or r ight o f such Party
or Part',es shall fail in whole o r in part , or ,

5 . 6 .2 Withhold a nd ma rke t the portion o f Un it Produ cticn

with respect t o which ti tle. or r i ght is in d ispu te , and impound

the proc eed s the reof u ntil such t ime as the ti t le or r ight there -

to i s es tablished by a final j udgment of a court of competent

juri sdiction o r othe rw ise to the salisfaction of the Operating CoMmitt ee

whereupon the proceeds so imoounded shail be paid to the Yart y or

Parties rightfull y entitled thereto .

5 . 7 R esponsibility for Ruya l ty Settlements . Any Party receiving in

kind or separately disposing of al l or part of the Uni t Production allocated t o

any Trac t, or receiving pr oceeds therefrom if the same i s sold or purchased by

Unit Operat or, sha ll be respon sibl e for the paym.:nt of , and shall indemn i fy all

othe r Parti es , in c'_ ::ding Unit Ope rator , aga ins t a ny l iabi l ity for an y and all

royaltie s , overr i d i :g roya ltie s , produ ction payme nts , a nd any and al l other pay -
ments chargea bl e aga inst or payable out o f su ch Unit Production or the proceed s

therefrom .

5 .8 Slidin g Scale Royalty. Any royalt . y or other payment which vari : . s,

under the terms of che instrument creating it, according to actual produc t ion

from a Tract or acc ,,rding to the capability of we11s located thereon to produc<,

shall on and after c ne Effective Date hereof, be computed upon that portion of
the Unitized Subs[an ces allocated to the particu :ar Tract and not upon the act ual

production of Oil a .id Gas from the Tract or the ~.a pability of the wetls chere '~ ;,

to produce . If any such royalty or other payment depends on the production or
pipe line runs from a well, such production or p 7 pe line runs shall be detexmiued

by dividing the Uni L ized Substances allocated to .:he Tract by the number of w-~ ls

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 ;
as of the Effective Date hereof, then such Tract shall be treated as having On e
(1) well .

5 .9 Roya ity on Outside Substances . if any O uts ide Subs t an ces com -
pri sed of hydrocarbons in a gaseous state are injected into t he Uni tized F orma•-
tion, F if ty pe rcent (50'/,) of any like substance :ont ained in Unit Produ ction
subsequently produced and sold, or used for other than operations hereunder,

shall be deemed to be Outside Subs t an ces unt il t he aggregate of said Fifty
percent (50%) equa ls the accumu lated volume of the Outside Substances injectee
into the Unitized Formation, and no payments shatl be due or payable to Roya l ' .y

Owners on said Fifty per cent (50%) . I f the Outs'.de Substances injected be

l iqu efied petroleum gases, o r othe r liquid hydrocarbons, as distinguished from

natu ral gases prior to injection, the L essees shall have the right, beginning
One (1) yea r after i njection of such l iquefied pecroleum gases is commenced t o
recover all such injected hyd r oca rbons without payment of royalty ; and to pro-
vide a reasonable and p rac t ical basis of accounCing for the same, it is agree d

that T en percent (7G ; ) of the Unit Production produced and so l d fr om the Unit-

ized F ormation shall be deemed to be Outside Substances u n til t he aggregated
va l ue of said Ten percent (LO% ) of said Un i t Production equa l s the entire

accumul ated cost to the Lessees of such Outside ~ubstances, such Ten percent

(1 0% ) will be in adr:ition to tha t which is being i-ecove red for natural gase s
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as hereinabove provided if both liquefied petrc l eum ga s or other liquid hydx o-
carbons and natural gases are inj ected .

ARTICLE 6

PRODUG^' Y ON AS CF THE E': F' SC:IV' E DAT E

6 .1 Oil or Liquid Hydrocarbons in &ease Tanks . Unit Operatar shall
gauge or otherwise determine the amount of merchantable oil or other l iquid hydro-
carbons produc ed from the Unit i zed Formation that are in lease and power-oil tanks
as of 7 :00 a .m. on th e Effe ct ive Date, Oil or other l iquid hydrocarbons in treat-
ing vessels, separation equipment, and tars k s be ;~nw pipeline connections sha ll not
be cons idered to be merchantable . Any merchantable oil or other liquid hydro-
carbons that are a pa rt o f or attributable t o the pr ior al l owabl e o f t he wells
from wh ich they were produced shall remain the pr,4perty of the Parties entitled
thereto as i f this agreement had not been entered into. Any such merchantable oil
or other liqu id hydrocarbons n ot promptiy removed may be sold by Uni t O perator for
the account of the Les sees entitled thereto who sh all pay all royalty due thereon
under the provisior. : of applicabl e leases or other contracts . Any o i l or liquid
hydrocarbons in exce ss of that attributable to Ch.: prior allowable of the wells
from which they were produced shall be regarded a s Unit Production produced
after the Effective Date .

6 .2 O ver •3ro duction . If , as of the E ff2ct ive Da te hereo f an y Tract : s
overprodu ce d with x ,ssp ec t to the allowable of the wells on that Trac t and the

amount of overproduc tion has be en sold or otherwi se disposed o f , such overproduc-

tion shall be regarded a s a part of the Un i t Yroduc t i on produced after the

Effect ive Date hereof , and s hal l be cha rged to such Tract a s ha ving been deliv^
ered to the Parties entit led to Unit Production alloca ted to such Tract .

ARTICLE 7

USE OR LOSS OF UNIT PRO^JCTION

7 .1 Use of Unit Productian . Unit Operator may use as much of the Unit
Production as it deems necessary for the cperation and development of the Unit
Area, including but not limited to the injection thereof into the Unitized Forcis-
tion .

7 .2 R oyalty Payment s . . No r oya l ty , ove rriding royalty, production or
other payment s shal !. be payab le upon or wi t h respec t t o Uni t Production u sed o ,r

consumed in the operation or development of the Uni t Are a or whi ch may be other• •
wise lo s t or consumed in the production, handl in;, treat ing, transportation or
storing of Unit Product i crn .

ARTICLE $

TI'ILE S

8 .1 Tit le Information . Upon reque s t o :`_ the Operating Commi ttee, the
Lessees of a Tract aFa1' furn ish and make availa~le to the Operating Camcmitte e
or the Un it Operator, a s the case may be , an abstract or such other title in foxria -
tion in the posaession of su ch Le sseezE ai :eccing f.i tl es to the Oil and Gas Rigats
in and to such Trac f .
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8 .2 In demn ity . Each Party who may cla im to own Working Interest or
Royal t y Intere . [ i n and to any Tract or the ilu it ized S ubstances allocated the reto,
shall indemnify and hold harmless all other :a rt ie s In interest from any Luss due
to failure , in whole or in part, of its titl e to any such interest, except failure
of title arising out of Unit Operat ions ; pruv i dedn that such indemnity shal l be
limited to an amount eq ual to the net value tha t has b een received from the sale
or receipt of Unitized Substances attributed to the interest as to whi ch title
fail ed . Each fa il ure of t itle wil l be deemed to be e ffect ive , insofar as this
Plan of Unit iza t ion is concerned, a s of the fir st day of the calendar month in
which such fai lure i s final ly determined, and there shall be no retroactive adjust-
ment o f Unit Expen;e, or retroactive allocation ~f b ni tiz ed Sub s tances or the
proceeds the re from as a result of title fz : lure .

8 .3 Crea ti on o f New Intewesto If any Lease e he reunder shall create

any overrid ing royalty , production payment or other simi lar interest, hereaf te r

referred to as " New interest", out of its interest subject t o this Pl an of Un it -

ization, such New Interest shall be subj ec t t o all the terms and p rovis ions of
thi s Plan . In the event the Lessee owning the interest from whi ch the New

Interest was created fails to pay any expen ses and costs chargeable to it under

this Plan and the production to the credit of such Les see is insufficient for
that purpose, the owner of the New Int erest will be liable for the pro rata po l -
tion of all costs and expense s whi ch the or ig ina l. Lessee, creating such New

Interest, would hav~ been lia bl e by virtue of hi : owne rshi p of the New I ntere ai

had the same not been t ransferred . In this event, the lien provided in Sec-

tion 1 8 . 6 may be enforced against such New Inte r n, t . If the owner of the New

Interest bea r s a po'tion of the costs and expenses or the same is enfo rce d

a gainst such New i n :erest, the owne r of t he New Inte re s t wi ll be subr ogate d to

the rights of the Unit Ope rator w i th respect to the interes t pr imar ily charge-
ab le w ith su ch costs and expens es .

ARTICLE 9

EASEMENTS OR USE OF SURFAC E

9 .1 Grant of Easements . The Unit and Unit Operator shall have the

right to use a s mu ch o f the su rface of the land c,i thin the Uni t Area as may be
reasonab ly necessa ry for the operation and development of the Unit Area here-
under ; provided, that nothing he re in sha ll be cor.s t rued as lea sing or otherwise
convey in g to t he Un i t a s ite f or a wa ter ; ga s in;ec t ion, proce s s ing or other
plant, or camp s i te .

9 . 2 U se of Wa ter . The Unit and Unit O perator shal l have free u se ~ f
water from the Un it A rea for Un i t Operations, including the r ight to dr ill water
supply we l ls . Unit Ope rator shall not u se wat er from any we ll, lake, pond, c-
irrigaticn ditch of a landowner without c on sent of the landowne r .

9 .3 Sui:ace DamaRes_ The Un i t sha l l p ay the ri gh t fu l owners for
damages to grow ing crops, timbe r , fences, improvements, and structures on the

Unit Area that resu lt f rom Unit O pe rations .
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ARTICLE 10

RELATIONS Ri ? OF PARTIE S

10 .1 No Yartnershi p . The duties, obligations and liabilities o f the
Parties hereto are intended to be several and not joint or collective, and
nothing herein contained shall ever be c ons trued to create an association , trust
or impose a partnership duty , obligation or liab i l i ty w i th regard to any one or
more of the Parties hereto . Each Party hereto s`iall b e individually responsible
for its own obligations a s herein prov ide d .

10 .2 No Sharing_of Marke c, Nothing herein shall be construed to pro-
vide, di rec tly or indire ctly, f or any cooperative refining, joint sale, or mar-
ket ing of Unit Production .

10 . 3 information to Royalty !.?wne rs , Each Royalty Owner shall be end
tit2ed to al l information in posse s sion of Unit Operator to which such Royalty
Owner is entitled by his existin g agreement wi th any Lessee with the express
stipulation that if, by reason of this Plan of Unitization, such information is
not available, the nearest approximation or equi valent of such information shall
be made available .

10 .4 fpeci fic Rights of Le ssee s . Each Lessee shall have among othirs,
the fol :owin g specif ic rights and pr ivileges :

10 . 4 .1 A cces s to Unit Area . Acces s to the Unit Area at all
reasonable times to inspec t the operations hereunder and all wells
and records and data pertaining there i o .

10 .4 .2 Reports by Reque s tu The right to receive from Unit

Ope_a[oz, upon written request, copie3 of all reports to any gov-
ernmental agency, reports of crude ail runs and stocks, inventory

reporce and all other data available to Unit Operator . The cost
of gathexing and furnishing data not ordinarily furnished by Unit

Operator to all Lessees shall be char ;ed solely to Lessees request-

ing the same .

ART ICL E 11

GENERAL POWERS OF UNIT

11 .1 G eneral Powers of Unit . The Un i t is authorized and empowe rea
on behalf of and f or the account of al l owners o f Oil and Ga s Rights within the
Unit A rea, wi t hou t pro fit to the Uni c, to supe_v i se, manage and conduct the fur-
ther d e ve lo pment a nd opera ti on of the Un it AreL for the produ cti on of O il and
Gas from the Unitized Formation, pursuant to che powers confe rred and subjec t t o
the i imi t aric+ns imposed by the provis ion s o f Sec tions 287 .1 - 287 . 15 inclus ive,
Title 52, Oklahoma S tatutes, 19 6 1, or any amendrent thereof, and by th i s Plar.
of Unitization .
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ARTICLE 1 2

CREATION OF CPERA ?'"i : : C CO1*1 ITTEE
AND SUPERV=S 'i0N OF U i 77T OPERATIONS

12 .1 Creation of O v e rating C•_;mnitr.e_, An Ope ra. t in g Committee is he re-

by created t o con sis t of One (1) cepreseacsc ive to be d es ignat ed by e a ch L essee

within the Unit A rea, provided that an ir.di v id ial Lessee may h imsel f be a membe r

of the Committee . Each L essee shall ad v ise Unit Operator in wr i t ing the name and

address o f its representative and alternate representat ive authorized to represe nt

and bind it in r espect t o any matter pertaining t o the development and operation

of th e Un it Area . Such r aprece ntseive or aicern.lt e may be changed f r om t ime , o
time by w r it te n nori ce t o Unit Ope:mtor .

12 .2 Office c ; . The representativa of the Unit Operator shall be chair-
man of the Operating Committee . The Gorcr,ittee shall select a secre ta ry and othe r
of f ice r s as the Committee deems prope r . The secretary and o the r officers need n ot
be membe rs of the Coimn i ttee . The secretary sl'.a l l keep and ma intain the recorcs of
the ac t i on of the Commi tte e . The officers shall serve at the wil l of the O perat ing
Committee a nd perform such othe r dutie s that ar e dele gated to them by the Operating
Committee .

1 2 .3 Overat l Suue rvis i un_ T he Cperat_ng C ommi t tee shall exercise cve r-
al l supervision anc~concrol of a l l msccars perta ning to the deve l opment and
ope rat ion of the Uc?t Area pur s uant to this Plan of Unitization .

1 2 .4 Parcicular Powers a nd Dutie<, The matters to be passed upon and
decided by the Operating Committee shall include, but not be limited to the

following :

12 .4 . 1 Method of ope ra t f ~n . The kind, character and method of
operation, including any type of pre ss,, re ma intenance or secondary

recovery program to be employed ,

12 .4 . 2 Drilling of Wells . The d ril ling of an y we l l w i thin the.
Un i t Area either for production of Oil a nd Gas from the Un it ized
F ormat ion, for u se as an injection weli , or for other pu rpo ses .

12 .4 .3 We l l Recrnnpletion5 and Chinge of Status . T he reccm -

ple ii on, abandonment, or cha .ge of sta,_us o f any well in the Unit
Area , or use of any such well for inje :t i on o r o the r pu r poses .

12 .4 . 4 EXpPRditures o Making of any single expenditure, other
than expendi[u res for nonnal or recurring operating expenses, in
excess of Ten Thousand DoLlars ( 51U,OC~,) .00) provided that approval
by the Op<racing Committee of the drii : ing, recompletiun , drillin g
deeper or plugging back of any well sh< , 11 include approval of all
necessary expenditures requited th e refvr and for completing, [esting
and equipping the same, including nece:;sary flow lines, separators
and lease tankage .
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12 . 4 .5 Disposition of SurolUs Pacilitiea . Sel l ing or otherwise
dispo sin g of any mal er item of surplus material or equ ipmen t , the
current l i st price of new equipmanC similar there to being Five Thousand
Dollars ($5,000 .00) or more . The oF.~trating Committee shall estn;t'_i sh a
procedure for disposition of s nsk suipI.us ma ter ial .

12 . 4 .6 Appearance SeEore a Court or Re Qala t.ary .Body . Au t.hariza-
tion for a representative co appear before any court or regulatory
body in matte rs pertaining to Lnit Operationa provided, however, that
the authocization by the Operating Committee for the designation of
any such representat ive shall not prevent any Lessee from appearin g
in person or from designating ascocha:r re presentative in its own behalf .

12 .4 .7 Audits . The auditing anE the accounts of Unit Operator
pertaining to Un i t Ope zmel~nG hereunder ; h owever, the audits s hal l

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

(b) be made upon th e 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 tha n Un ir. Op e r: .tor , or

(c) be made at the expene e of those Lessee s request ing
such aud it, if caaner . ; o f le s s than a maj or it.y of
Working Interest, other than that of Unit Operatot ,
request such an audi :, and

(d) be made upon not le s a than thirty ( 3 0) days' written
notice to Unit Operator .

12 . 4 .8 Inventor ie a , The taking of periodic inventorie s in ac-
cordance with Exhi bit " C" .

12 .4 .9 Technical Services . Any direct charges to the j oint
account for services by consultants or Un i t Operator's t echnical
peraonnLl not covered by the c1_iarges pravided for by " Exhibit 'C' ."

12 .4 .10 Assi znment to Coamii t t.ee• . The appointment or desi gna-
tion of the purposes of committees or subcommittees necessary for
the study of any problem in c onnect ion with Unit Operations .

124.11 Removal o f Unit Operattery The removal of Un it Operator
and selrctian of a succes s or .

12 .4 .12 Adj u stment of 1'nvei tmg.n: _ The adjustment and readj uEt -
ment of investments .

12 , 4 .13 Termination . The termination of the Plan of Unit i zation .
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12 .5 Meetings of Operating Ccmrnittee, All meetings of the Operating
Committee f or the pu rpose of con side r ing and accing upo n any matter pe r [oin :ng
to the deve l opmLmt and ope ration of the Uni~ Area sha l l be cal l ed by Unit Opera-
tor upo n its ohu motion or at the reque s t or one or more Lessees having a ::cta l
Phase II Uni t Participation of no t less than Ten percent (10%) . Na meeting shall
be calle d on lesa tha n F ou rteen (14) days' &dF-a n ce wri tten notic e , with agenda
for mee ting attached . T he Operat ing Commictee shall have the righc to amend
items incl uded on the agenda and to decide the amended items or o ther itema pre-
sented at the mee t ing, provided , howeve r , that the Unit cost of non-agenda it ems
voted on shall not exceed F i fty Thousand Dollars ($50,000 .00) . Minutes sh al l be
made of all meetings of the Operating CRnmi±: L ee and kep t as pa rt of the gernAnen t
records of the Un? t . A copy of the minct .ct sf :!ch m°_Eting rha.l l Le mailed to
each member of the Ope ra ting Commi ttee within a ressanable time after the meeting .

12 .6 Voting Procedure . The O pe ra t 2ng Ccmm itt ee shall ac t upon and
determine all matte r s coming befo r e it as follows :

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

12 .6 .2 Vot e Requ ire d - G ene ra l l-7_ Unles s otherwise spe cifi-

cally previded he re in , a ll matters shrl. l be dec ided by an a f fi rma -
tive vot - o f Three (3) or more Lecsee, having Fifty-Five pe rcent

(55 % ) or more of the voting interest ; c,rovided , that if any one

Lessee h :s a voting interest in exccs< of Thirty -Five per cent (357.)
and su ch Lessee fails t o vote or voteE against any mat te r, then the

affirmative vote of Lessees having Li~,1ty -Five percent (857.) or mor ~
of the r 'nain ing voting interes t sha17 decide the matter, pr ovided ,

however, in no event shall such affirnative vote be by les s than

Fifty-One percent (51%) of the total %o ting i nte r e st o f a ll Lessee s ,

12 . :) .3 Vote a t Ope ratina, C mcnit c - .r.e Meeting by Non-Attending
Lessees . Any Le s see not represented cc an Operating Cmmnit[ee
meeting may vote o n any item included in the agenda of the meeting
by letter or telegram addressed co the Chai rman of the mee t ing pro-

vided such vot e is received pr ior to the submiss ion of su ch i tem to
vote . S uch vote shal l not be counted w it h res pec t to any it em on
the agenda whi ch i s amended at the meeting .

12 . 5 .4 Poll Votes . An y mat t er ?equiring approva l o f the
Operating Committee may be de c ided by lette r or t el egram submit ted
in wri t±ug to ea ch membe r of the Ccmimirtee , if no meeting on the
mat ter is called as provided in Secti( ::i 12 .5, within Seven (7 ) days
after pr oposa l is dispatched to 0-.e members . Un it Operator
will gi~•e pr ompt notice of the resu l tc of such voting t o al l membe r .3
of the O pe ra t ing Committee .

ARTICLE 13

UNIT OPERATOR

13 .1 IIn :t Operator _ Gulf Oil Corpcrer.ion, acting throu gh Gul f Oil
Company - U .S ., a division of Gu lf O il Curpara t ion, i s he reby designated as
Unit Operator .
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