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PLAN OF UNITIZATI ON

ALMA P ICKENS UNIT

STEPHENS COUNTY, OKLAHOMA

WITNESSETH

E

The fo l lowing shal l constitute the Plan of Unitiz ati on app l icab le
to the Alma Picken s Unit, Stephens County, Oklahoma, created pur suant to
authority of Sections 287 .1 - 287 .15, inclusive, Title 52, Oklahoma
Statutes, 1961 ; and having for its purpose the unitized management, opera-
tion , and fur ther development of the Unitized Forma t ion as her ein defined,
a ll to the e nd that a greater ul timate recovery of Oi l and Gas may be had

therefrom, waste prevented and the correlative rights of the respective owners
protected .

ARTICLE 1

DEFINITIONS

As used in this Plan of Unitization, the te rms herein sha ll have
the foll owing meaning :

1 .1 Unit means the A lma Pickens Unit .

1 . 2 Unit Area means the lands descr ibed by Tracts in Exhibit A
and shown on Exhibit B .

1 .3 Unitized Formation means that common source of supply of Oil
and Gas underlying the Unit Area, and commonly known or described as follows :

That portion of Deese sands common source of supply
encountered in the electric log interval from 3353
feet to 4690 feet in the Mobil Oil Corporation
C . S . Goodwin well No . 18 located in the SE/4 SW/4 N$/4

Section 10, Township 1 South, Range 4 West, Stephens

County, Oklahoma



0 E

1 . 4 Unitized Substances (unit production) means al l Oil and

Gas within or produced from the Unitized Formation .

1 .5 O il and Gas means not only oil and gas as such in combination

one with the other but means oi l, gas, casinghead gas, casinghead gasoline ,

condensate, or other hydrocarbons or associated minerals, or any combination

thereof . `

1 . 6 Lessee means an owner of an interest in Unitized Substance s

by virtue of a lease, operating agreement, fee title, or otherwise, inc luding

a carried interest, which interest is chargeable with and ob l igated to pay

or bear, either in cash or out of production or otherwise, all or a portion

of the cost of drilling, developing, producing, and operating the Unitized

Formation . The owner of Oil and Gas Rights that are free of lease or other

instrument conveying the working interest to another shall be regarded as a

Lessee to the extent of 7/8 of its interest inUnitized Substances, and as a

Royalty Owner with respect to its remaining 1/8 interest therein .

1 .7 Royalty Owner means an owner of an interest in any portion of

the Unitized Substances or proceeds thereof other than that of a Lessee .

1 . 8 Tract means each parcel of land described as such and given a

Tract number in Exhibit A ,

1 . 9 Unit Operator means the Lessee designated to develop and

operate the Unitized Formation, acting as Operator and not as a Lessee .

1 .10 Operating Committee means the committee as constituted under

Article 11 of this Plan of Unitization .

1 . 11 Tract Particivation means the percentage shown on Exhibit A

for allocating Unitized Substances to a Tract under this Plan of Unitization .

1 . 12 Unit Participation of each Lessee means the sum of the per-

centages obtained by multiplying the working interest of such Lessee in each

Tract by the Tract Participation of such Tract .

1 .13 Outside Substances means,ali substances obtained from any source

other than the i3nitized Formation and which are injected into the Unitized

Formation .

1 .14 Oil and Gas Rights means the r ight to explore, develop, and

operate lands within the Unit Area for the production of Unitized Substances,

or to share in the production so obtained or the proceeds thereof .

1 .15 Unit Operations means all operations conducted by the Unit or

Unit Operator pursuant to this Plan of Unitization for or on account of the
development and operation of the Unitized Formation for the production of

Unitized Substances .

r
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1 .16 Unit Eauinment means all persona l prop erty, lease and we l l equip-
ment, plants, and other facilities and equipment taken over or otherwise ac-

quired for the joint account for use in Unit Ope rations .

1 .17 Unit Exnense means all cost, expense, or indebtedness incurred

by the Unit or Unit Operator pursuant to this Plan of Unitization .

1 . 18 Effective Date means the time when the Unit takes ove r and

commences Unit Operations .

Oklahoma .
1 . 19 Commission means the Corporation Commission of the S tate o f

1 . 20 Person means any individual, cor poration, partnership, common
law or statutory trust, ass ociation of any kind, the State of Ok lahoma, or

any subdivision or agency thereof acting in a proprietary capacity, guardian,

executor , administrator, fiduciary of any kind , or any entity capable of hold-

ing an interest in the Unitized Formation .

1 .21 Singular and Plura l - Gender . Unless the context othe rwise

clearly indicates, words used in the singular inc ludes the plura l , the plural

include the singu lar, and the neuter gender includes the masculi ne and the

feminine .

ARTICLE 2

EXHIBITS

2 .1 Exhibits . Attached hereto are the following exhibits which

are incorpor ated her ei n by reference .

2 .1 .1 Exhibit A, which is a schedule that describes each

Tract in the Unit Area and shows its Tract Participation .

2 .1 . 2 Exhibit B, which is a map that shows the boundary

l ines of the Unit Area and the Tracts therein .

2 . 1 .3 Exhibit C, which is the Accounting Procedure applicable

to Unit Oper ations . If there is any conflict between this Pl an of

Unitization and Exhibit C , this Pl an of Unitization sha l l prevail .

2 .1 .4 Exhibit D, which contains insurance provisions applicable

to Unit Operations .
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2 . 2 Correcting Errors . The shapes and descriptions of the respective

Tracts have been established by using the best information available . If it

subsequent ly appears that any Tract, because of diverse royalty or working
interest ownership on the Effective Date hereof, should be divided into more

than one Tract, or that any error has been made in the preparation of exhibits

or information shown thereon, Unit Operator , with the approval of the Commission,

may correct the mistake by revising the exhibits to conform to the facts . The

revision shall not inc lude any re-evaluation of engineering or geological inter-
pretations used in determining Tract Participation . Each such revision of an

exhibit sha ll be effective at 7 :00 a .m , on the first day of the calendar

month next following the filing of the revised exhibit with the Secretary of

the Commission, or on such other date as may be determined by the Operating

Committee and set forth in the revised exhibit .

ARTICLE 3

CREATION AND EFFECT OF UNIT

3 . 1 Oil and Gas Rights Unitized . Subject to the provisions of this

Plan of Unitization, all Oil and Gas Rights of Royalty Owners in and to the

lands described in Exhibit A, and all Oil and Gas Rights of Lessees in and to

said lands, are hereby unitized insofar as the respective Oil and Gas Rights

pertain to the Unitized Formation, so that Unit Operations may be conducte d

as if the Unitized Formation had been included in a single lease executed by

al l 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 Personal Property Excepted . Subject to the provisions of

Article 16, all lease and well equipment, materials, and other faci l ities

heretofore or hereafter placed by any of the Lessees on the lands covered

hereby shall be deemed to be and shall remain personal property belonging to
and may be removed by the Lessees .

3 .3 Amendment of Leases and Other A greements . The provisions of

the various leases, agreements, division and transfer orders, or othe r instru-

ments covering the respective Tracts or the production therefrom are amended

to the extent necessary to make them conform to the provisions of this P l an of

Unitization, but otherwise shall remain in effect .

3 . 4 Continuation of Leases and Term Roya l ties . Operations, including

drilling operations, conducted with respect to the Unitized Formation o n any

part of the Unit Area, or production from any part of the Unitized Formation

shall be considered as like operations upon or production from each Tract, and
such operations or production shall constitute a compliance with and continu e

in effect each lease, term royalty, or other agreement as to all lands covered

thereby just as if such operations had been conducted and a wel l had been

drilled on and was producing from each Tract .

- 4 -
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3 .5 Tit les Unaffected by Un itization . Nothing herein shal l be

construed to result in the tr ansfer of title to the Oil and Gas Rights by any
Person to any other Person or to Unit Operator . The intention is to provide
for the cooperative deve lopment and operation of the Tracts and for the sharing

of Unitized Substances as herein provided .

3 .6 Injection Ri ghts . The Unit Oper ator shal l have the right to
inject into the Unitized Formation any substances in whatevor amounts the Opera-

ting Committee deems expedient for Unit Operations , including the right to dri l l

and maintain injection wel l s on the Unit Area and to use producing or abandoned
oil or gas wells for such purposes .

3 .7 Development Obligation . Nothin herein shal l re l ieve the Unit or

Unit Operator from the obligation to develop reasonab ly as a whole the lands
and l eases subject hereto .

3 .8 Cooperative Agreements . The Lessees as a prudent means in the
interest of conservation and to increase the recovery of Unitized Substances

may execute, or authorize and empower the Unit Operator to execute in their

behalf, agreements with the owners of Working Interests in lands outside the

Unit Area for cooperative deve l opment, operation, fluid injection or similar

programs with respect to the equivalent of the Unitized Formation outside the

Unit Area and the Unitized Formation . Any such agreement shall make provision

for the dril l ing or conversion , equipping and operation of compensating fluid

injection wel l s in the Unitized Formation and adjoining equivalent of the

Unitized Formation outside the Unit Area . The rate of fl uid injection into such

wells inside the Unit Area shall be approximately equal to the rate of injection

into such wells outside the Unit Area . Any such cooperative ag reement shal l

in no way affect or alter the percentages of participation established hereu nder

as to the parties hereto , nor shal l the same provide for the sharing or al loca-

tion of production as between the Unit Area, as herein defined , and any outside

lands .

ARTICLE 4

PLAN OF OPERATION

4 . 1 Operating Methods . To the end that the quantity of Unitized

Substances u l timately recoverable may be increased and waste prevented , the

Unit Operator , under direction of the Operating Committee, shall , with dili-

gence and in accordance with good engineering and production pr actices, engage

in waterf lood operations in the Unitized Formation .

4 .2 Change of Operating Methods . Nothin herein shal l prevent the

Opera t ing Committee from discontinuing or changing in who le or in part any

method of operation which, in its opinion, is no longer in accord with good

engineering or production pr actices . Other methods of operatio n may be conducted

or changes may be made by the Operating Committee f rom time to time if determined

by it to be feasib le, necessary , or desirable to increase the ultimate recovery

of Unitized Substances .
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ARTICLE 5

ALLOCATION OF UNITIZED SUBSTANCES

5 .1 Tract Participation . The Tract Participation of each Tract is

shown in Exhibit A .

5 .2 Allocation to Tracts . All Unitized Substances that are produced,

except that used in Unit Operations or unavoidably lost, shall be allocated t o

the several Tracts in accordance with the respective Tract Participations effective

during the period that the Unitized Substances were produced . The amount of

Unitized Substances allocated to each Tract, regardless of whether it is mor e

or less than the actual production of Unitized Substances from the well or wells,

if any, on such Tract, shall be deemed for all purposes to have been produced

from such Tract .

5 . 3 Distribution Within Tracts . The Unitized Substances allocated

to each Tract shall be distributed among, or accounted for to, the Persons en-

titled to share in the production from such Tract in the same manner, in the

same proportions, and upon the same conditions as they would have participated

and shared in the production from such Tract, or in the proceeds thereof, had

this Plan of Unitization not been adopted, and with the same legal effect . If

any Oil and Gas Rights in a Tract are or become divided and owned in severalty

as to different parts of the Tract, the owners of the divided interests, in

the absence of an agreement providing for a different division, shall share in

the Unitized Substances allocated to the Tract, or in the proceeds thereof, in

proportion to the surface acreage of their respective parts of the Tract . A

one-eighth (1/8) part of the Unit Production allocated to each Tract shall in

all events be regarded as royalty to be distributed to and among, or the proceeds

thereof paid to, the Owners of Royalty Interest, free and clear of all Unit

Expense and free of any lien therefor .

5 .4 Taking Unitized Substances in Kind . The Unitized Substances

allocated to each Tract shall be delivered in kind to the respective Persons

entitled thereto by virtue of the ownership of Oil and Gas Rights therein or

by purchase from such owners . Such Persons or the purchasers of the Unitized

Substances shal l have the right Co construct, maintain, and operate within the

Unit Area all necessary facilities for that purpose, provided that they ar e

so constructed, maintained, and operated as not to interfere with Unit Operations .

Any extra expenditures incurred by Unit Operator by reason of the delivery in

kind of any portion of the Unitized Substances shall be borne by the receiving

Person . If a Royalty Owner has the right to take in kind a share of Unitized

Substances and fails to do so, the Lessee of such Royalty Owner shall be en-

tit led to take in kind such share of the Unitized Substances .

5 .5 Failure to Take in Kind . If any

or separately dispose of its share of Unitized

have the right, for the time being and subject

Person fails to take in kind

Substances, Unit Operator shall

to revocation at will by the
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Person owning the share , to purchase for its own account or se l l to others

such share ; provided that all contracts of sa le by Unit Ope rator of any other

Person ' s share of Unitized Substances shall be only for such reasonab le periods

of time as are consistent with the min imum needs of the industry under the ci r -

cumstances, but in no event shall any such contract be for a period in e xcess

of one year . The proceeds of the Unitized Substances so dispose d of by Unit

Operator shall be paid to the Person entitled thereto .

5 .6 Production Where Title is in Dispute . If the title or right of

any person claiming the right to receive in kind all or any portion of the

Unitized Substances allocated to a Tract is in dispute, Unit Operator, a t the

direction of the Operating Committee , shall either :

a . Require that the Person to whom such Unitized Substances

are delivered or to whom the proceeds thereof are paid, furnish

security for the proper accounting therefor to the rightful owner

if the tit le or right of such Person fai l s in whole or in part, or

b . Withhold and market the portion of the Unitized Substances

with respect to which tit le or right is in dispute, and impound the

proceeds thereof until such time as the title or right thereto is

established by a final judgment of a court of competent jurisdiction

or otherwise to the satisfaction of the Operating Committee, whereupon

the proceeds so impounded shal l be paid to the Person rightfu l ly en-

titled thereto .

5 . 7 Responsibility for Rovaltv Sett lements . Any Person receiving

in kind or separately disposing of all or part of the Unitized Substances allo-

cated to any Tract or receiving the proceeds therefrom shall be responsib le for

the payment thereof to the Persons entitled thereto, and sh a ll indemnify a l l

other Persons, including Unit Oper ator, against any liability for all royalties,

overriding royalties, production payments, and all other payments chargeable

against or payable out of such Unitized Substances or the proceeds the refrom .

5 .8 Slidiniz Scale Royalty . Any royalty or interest in production,

or the proceeds or value thereof, which varies under the terms of the instru-

ment creating it, according to actual productio n from a Tract or Tracts or

according to the capability of a well or wells located thereon to produce

sha l l, on and after the Effective Date hereof, be computed, insofar as production

from the Unit Area is concerned, upon that portion of the Unit Production from

the Unit Area which is al located to the particu lar Tract or Tracts and not upon

the actua l production of Oil and Gas from such Tract or Tracts or upon th e

capability of a well or wells located thereon to produce . If any such roya l ty,

or interest in production , or the proceeds or value thereof, depends on the
aver age production per wel l or average pipeline runs per well on any given Tract

or Tracts for any specified period, such average per well production or such

average per we l l pipeline runs shall, insofar as production from the Unit Area

is concerned, be determined on and after the Effective Date by dividing the

production al located hereunder to such Tract or Tracts by the number of wells

located thereon capable of producing as of the Effective Date ; provided tha t

if there are no wel l s on the Tract capable of producing as of the Effective

Date, then such Tract shall be treated as having one well .

- 7 -
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5 .9 Royalty on Outside Substances . No payments sha ll be due or

payable to Royalty Owners on any Outside Substances .

5 .9 .1 Gas . If gas is the outside Substance injected,

fifty percent (50%) of any gas subsequently produced from the

Unitized Formation and sold, or used for other than Unit Opera-
tions, shall be deemed to be Outside Substance so injected until

the total volume therof equals the total volume of the Outside

Substance so injected .

5 .9 .2 Liquid Hydrocarbons . If liquid hydrocarbons are

the Outside Substances injected and the Unitized Substances

subsequently produced contain such liquid hydrocarbons as

determined by the Operating Committee by applicable tests, then

commencing on the first day of the calendar month following such

a determination, ten percent (10%) of all oil produced fro m

the Unitized Formation and sold during any month, shall be

deemed to be the Outside Substances so injected until the total
value thereof equals the total cost of the Outside Substances

so injected .

ARTICLE 6

USE OR LOSS OF UNITIZED SUBSTANCE S

6 . 1 Use of Unitized Substances . Unit Operator may use or consume

as much of the Unitized Substances as it deems necessary for Unit Operations,

including but not limited to the injection thereof into the Unitized Formation .

6 .2 Royalty Payments . No royalty, overriding royalty, production,

or other payments shall be payable upon, or with respect to, Unitized

Substances used or consumed in Unit Operations or which otherwise may be
lost or consumed in the production, handling, treating, transportation or

storing of Unitized Substances .

ARTICLE 7

TITLES

7 .1 Title Information . Upon request of the Operating Committee,

the Lessees of a Tract shall furnish and make available to the Operating

Committee or the Unit Operator an abstract brought to the date of the re-
quest, together with all other title information in the possession of such

Lessees, affecting their title and that of their Royalty Owners to the Oil

and Gas Rights in and to such Tract .

- 8 -
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7 .2 Warranty and Indemnity . Each Per son who may c l aim to own a

Working Interest or Roya lty Interest in and to any Tract or the Unitized

Substances allocated the reto , sh al l be deemed to have warranted its tit le

to such interest, and, upon receipt of the Unitized Substances or the pro-

ceeds thereof to the credit of such interest, sha l l indemnify and ho ld

harmless all other Persons in interest from any loss due to fai lure, in

whole or in part, of its title to any such interest, except failure of

title arising out of Unit Operations ; provided that such indemnity sha ll

be limited to an amount equa l to the net va l ue that has been received f rom

the sa le or receipt of Unitized Substances attributed to the interest as to

which title failed . Each failure of tit le wi ll be deemed to be effective, inso-

far as this P lan of Un itization is concerned, as of the first day of the

cal endar month in which such failure is fina ll y determined, and there sha l l

be no retroactive adjustment of Unit Expense, or retroactive allocation of

Unitized Substances or the proceeds therefrom as a result of title failure .

7 .3 Creation of New Interest . If any Lessee hereunder sha ll

create any overriding royalty, production payment, or other similar interest ,

hereafter referred to as "New Interest" , out of its interest subject to this

Plan of Unitization, such New Interest shall be subject to all the terms and

provisions of this Plan . In the event the Lessee owning the interest f r om

which the New Interest was created fails to pay any expenses and costs cha rgeab le

to it under this Plan and the production to the credit of such Lessee is in-

sufficient for that purpose, the owner of the New Interest wi ll be l iabl e for

the pro rata portion of al l costs and expenses which the or iginal Lessee,

creating such New Interest, would have been liable by virtue of his ownership

of the New Interest had the same not been transferred . In this event, the

lien provided in Section 17 .6 may be enforced against such New Interest . If

the owner of the New Interest bears a portion of the costs and expenses or the

same is enforced against such New Interest, the owner of the New Interest wi l l

be subrogated to the rights of the Unit Operator with respect to the interest

primarily chargeable with such costs and expenses .

ARTICLE 8

EASEMENTS OR USE OF SURFACE

8,1 Grant of Easements . The Unit and Unit Operator shall have the

right to use as much of the surface of the land within the Unit Area as

reasonably may be necessary for Unit Operations ; provided that nothing herein

shall be construed as granting the Unit or Unit Operator a site for a water,

gas injection, processing, or other such plant or campsite .

8 .2 Use of Water . The Unit and Unit Operator shall have free use of

water from the Unit Area for Unit Operations, inc luding the right to drill

water supply wells ; provided that Unit Operator wi l l not use potable water
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from Unit Area unless acquired by separate contract with the rightful owners

of the potable water . Unit Operator shall not use water from any well, lake,

pond, or irrigation ditch of a landowner without consent of the landowner .

8 . 3 Surface Damages . The Unit or Unit Operator shall pay the

rightful owners for damages to growing crops , timber, fences , improvements,

and structures on the Unit Area that result from Unit Operations .

ARTICLE 9

INDIVIDUAL RELATIONSHIPS AND RIGHT S

9 .1 No Partnershin , The duties , obligations, and liabilities of the

Lessees shall be several and not joint or collective . This Plan of Unitization

is not intended to create, and shall not be construed to create, an association

or trust, or to impose a partnership duty, obligation, or liabi l ity with re-

gard to any one or more of the Lessees . Each Lessee shall be individual ly

responsible for its own obligations as herein provided .

9 . 2 No Sharing of Market . Nothing herein shall be construed to

provide directly or indirectly, for any cooperative refining, joint sa le,

or marketing of Unitized Substances .

9 . 3 Information to Royalty Owners . Each Royalty Owner sha l l be

entitled to receive from its Lessee all information wh ich such Royalty Owner

is entitled by an existing agreement .

9 . 4 Specific Rights of Lessees . Each Lessee shall have, among

others, the following specific rights :

9 .4 .1 Access to Unit Area . Access to the Unit Area at

all reasonable times to inspect Unit Operations, all wells, and

the records and data pertaining thereto .

9 .4 .2 Reports . The right to receive from Unit Operator,

upon written request, copies of all reports to any governmenta l

agency , reports of crude oil runs and stocks, inventory reports

and all other information pertaining to Unit Operations, provided

the cost of gathering and furnishing information not ordinari ly

furnished by Unit Operator to all Lessees shall be charged to

the Lessee who requests the information .
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ARTICLE 10

GENERAL POWERS OF UNIT

10 .1 General Powers of Unit . The Unit is authorized for the

account of all owners of Oil and Gas Rights within the Unit Area, without

profit to the Unit, to supervise and conduct the further development and

operation of the Unit Area for the production of Oil and Gas from the Unitized

Formation, pursuant to the powers conferred and subject to the limitations im-
posed by the provisions of Sections 287 .1 - 287 .15, inclusive, Title 52 ,

Oklahoma Statutes 1961, or any amendment thereof, and by this Plan of Unitization .

ARTICLE 1 1

CREATION OF OPERATING COMMITTEE

AND SUPERVISION OF UNIT OPERATION S

11 . 1 Creation of Operating Committee . An Operating Committee is

hereby created to consist of one representative to be designated by each Lessee,

provided that an individual Lessee may be a member of the Committee . Each Lessee

shal l in writing inform Unit Operator of the names and addresses of the repre-

sentative and alternate who are authorized to represent and bind such Lessee

with respect to Unit Operations . Unit Operator likewise shall inform a l l other

Lessees of the name and address of its representative . The representative or

a lternate may be changed from time to time by written notice to Unit Operator or

other Lessees as the case may be .

1 1 . 2 Officers . The representative of the Unit Operator shall be

Chairman of the Operating Committee . The Committee shall select a Secretary

and other officers as the Committee deems proper . The Secretary and other

officers may or may not be members of the Committee . The Secretary shall

keep and maintain the records of the action of the Committee . The officer s

shal l serve at the wi l l of the Operating Committee and perform such other duties

that are delegated to them by the Operating Committee .

11 . 3 Overall Supervision . The Operating Committee shall exercise

over all supe rvision and control of a ll matters pertaining to Unit Operations

pursuant to this Plan of Unitization .

1 1 . 4 Specific Authorities and Duties . The matters with respect to

which the Operating Committee sha ll decide and take action shall include, but

not be limited to, the fol l owing :

11 . 4 .1 Method of Operation. The method of operation ,

including any type of pressure maintenance, secondary recovery,

or other recovery program to be employed .
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11 .4 .2 Dr illing of We lls . The dril l ing of any well whether for

production of Unitized Substances, for use as an injection well, or

for other purposes .

11 .4 .3 Well Recomnletions and Change of Status . The re-

completion, abandonment, or change of status of any well, or the use

of any wel l for injection or other purposes .

11 .4 .4 Expenditures . The making of any single expenditure, in

excess of Ten Thousand Dollars ($10,000 . 00) ; provided that approva l

by the Operating Committee of the drilling , reworking, drilling deeper,

or plugging back of any well shall include approval of a l l necessary

expenditures required therefor, and for completing, testing, and

equipping the same, including hecessary flow lines, separators, and

lease tankage .

11 .4 .5 Disposition of Unit Equinment . The selling or otherwise

disposing of any surplus Unit Equipment, if the current list price of

new equipment similar thereto is Five Thousand Dollars ($5,000 .00)

or more .

11 . 4 . 6 Appearance Before a Court or Regulatory Agency . The

designating of a representative to appear before any court or regu-

latory agency in matters pertaining to Unit Operations ; provided that

such designation shall not prevent any Lessee from appearing in person

or from designating another representative in its own behalf .

11 .4 .7 Audits . The auditing of the accounts of Unit Operator

pertaining to Unit Operations ; provided that the audits sha l l :

a . be made upon the affirmative vote of at least
Seventy-Five percent (75%) of the voting interest remaining

after excluding the voting interest of the Unit Operator ,

b , be made at the expense of all Lessees other than

the Lessee designated as Unit Operator ,

C . not be conducted more than once each year except

upon the resignation or removal of Unit Operator , and

d . be made upon not less than thirty (30) days ' written

notice to Unit Operator .

1 1 .4 .8 Inventories . The taking of periodic inventories unde r

the terms of Exhibit C .
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11 . 4 . 9 Technical Services . The authorizing of charges to the

joint account for services by consultants or Unit Operator ' s technical

personnel not covered by the overhead charges provided by Exhibit C .

11 .4 .10 Assi~nment to Committees . The appointment of committees

to study any problems in connection with Unit Operations .

11 .4 .11 The removal of Unit Operator and the selection of a

successor .

11 . 4 . 12 The adjustment and readjustment of investments .

11 . 4 .13 The termination of Unit Operations and the Plan of
unitization .

11 .5 Meeting of Operating Committee . All meetings of the Operating

C ommittee shall be ca l led by Unit Operator upon its own motion or at the re-

quest of one or more Lessees having a combined total Unit Participation of not

less than ten percent (10%) . No meeting shall be called on less than fourteen
( 14) days ' advance written notice, with agenda for the meeting attached . The

Operating Committee shall have the right to amend items included on the agenda

and to decide the amended items or other items presented at the meeting .

Minutes shall be made of all meetings of the Operating Committee and kept as

part of the permanent records of the Unit . Such minutes need not be a verbatim

record but shall include the action taken on all matters voted upon in the

meeting and a record of all poll votes taken since the previous meeting . A

copy of the minutes of each zneeting shall be mailed to each member of the

Operating Committee within a reasonable time after the meeting .

11 . 6 Voting Procedure . The Operating Committee shall decide
all matters coming before it as follows :

11 .6 . 1 Voting Interest . Each Lessee shall have a voting

interest equal to its Phase II Unit Participation .

11 . 6 . 2 Vote Required - Generally. Unless otherwise specifically

provided herein, all matters shall be decided by an affirmativ e

vote of one (1) or more Lessees having sixty-five percent (65%) or

more of the voting interest ; provided that if any one Lessee has a

voting interest in excess of thirty-five percent (35%) and such
Lessee fails to vote or votes against any matter, then the affirma-

tive vote of Lessees having ninety percent (90%) or more of the
remaining voting interest shall decide the matter provided , however,

in no eve n t shall such affirmative vote be by less than fifty-one
percent (51%) of the total voting interest of all Lessees .
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11 .6 .3 Vote at Meeting by Nonattending Lessee . Any Lessee

who is not represented at a meeting may vote by letter or telegram

addressed to the representative of the Unit Operator if its vote is

received prior to the vote on the item .

11 .6 .4 Poll Votes . The Operating Committee may vote on and

decide, by letter or te legram, any matter submitted in writing to

the members of the committee, if no meeting is requested , as pro-

vided in Section 11 . 5, within seven (7) days after the proposa l is

sent to the members .

ARTICLE 1 2

UNIT OPERATOR

12 . 1 Initial Unit Onerator . Mobil Oil Corporation is hereby desig-

nated as Unit Operator .

12 .2 Resignation or Removal . Unit Operator may resign at any time .

The Operating Committee may remove Unit Operator by the affirmative vote of at

least ninety percent (90%) of the voting interest remaining after excluding

the voting interest of Unit Operator . A Unit Operator that resigns or is re-

moved shall not be released from its obligations hereunder for a period of

three (3) months after the resignation or discharge unless a successor Unit

Operator has taken over the Unit Operations prior to the expiration of such

period .

12 .3 Selection of Successor . Upon the resignation or remova l of a

Unit Operator, a successor Unit Operator shall be selected by the Ope rating

Committee . If the Unit Operator that is removed fails to vote or votes on ly

to succeed itself, the successor Unit Operator may be selected by the affirmative

vote of at least ninety percent (90%) of the voting interest remaining afte r

exc luding the voting interest of the Unit Operator that was removed .

ARTICLE 1 3

AUTHORITIES AND DUTIES OF UNIT OPERATOR

13 . 1 Exc lusive Rig ht to Operate Unit . Subject to the provisions

of this Plan of Unitization and to instructions from the Operating Committee ,

Unit Operator shall have the exclusive right and be ob l igated to conduct Unit

Operations .

13 .2 Workmanlike Conduct . Unit Operator shall conduct Unit Operations

in a good and workmanlike manner as would a prudent operator under the s ame or

simi l ar circumstances . Unit Operator shall freely consu lt with the Operating
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Committee and keep it informed of all matters which Unit Operator, in the

exercise of its best judgment, considers important . Unit Operator shal l not

be liable to Lessees for damages unless such damages result from its gross negli-

gence or willful misconduct .

13 .3 Liens and Encumbrances . Unit Operator shall endeavor to keep

the lands and leases in the Unit Area free from all liens and encumbrances

occasioned by Unit Operations, except the lien of Unit and Unit Operator granted

hereunder .

13 . 4 Employees . The number of employees used by Unit Operator in

conducting Unit Operations, their selection, hours of labor, and compensation

shal l be determined by Unit Operator . Such employees shall be the employees

of Unit Operator .

13 .5 Records . Unit Operator shall keep correct books, accounts, and

records of Unit Operations .

13 .6 Reports to Lessees . Unit Operator shall furnish to Lessees

periodic reports of Unit Operations .

13 .7 Reports to Governmental Authorities . Unit Operator shall make

all reports to governmental authorities that it has the duty to make as Unit

Operator .

13 .8 Engineering and Geological Information . Unit Operator shall

furnish to a Lessee, upon written request, a copy of the log and other engineer-

ing and geological data pertaining to any well drilled by Unit Operator .

13 .9 Expenditures . Unit Operator is authorized to make all expendi-

tures for norma l or recurring operating expenses and other single expenditures

not in excess of Ten Thousand Dollars ($10,000 . 00) without prior approval of

the Operating Committee . If an emergency occurs, Unit Operator may immediately

make or incur expenditures that in its opinion are required to deal with the

emergency . Unit Operator shall report to Lessees, as promptly as possible ,

the nature of the emergency and the action taken .

13 .10 Wells Drilled by Unit Operator . All wells drilled by Unit

Operator 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 excee d

the prevailing rate in the area, and the work shall be performed by Unit Operator

under the same terms and conditions as are usual in the area in contracts of

independent contractors doing work of a similar nature .
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ARTICLE 14

TAXES

14 .1 Ad Va lorem Taxes . Beginning with the first cale ndar year after

the Effective Date , Unit Operator shall make and file a l l necessary ad va lorem

tax renditions and returns with the proper tax ing authorities covering al l

real and personal property of each Lessee used or held by Unit Operator in
Unit Operations . Unit Operator sha l l settle assessments arising therefrom .

All such ad valorem taxes shall be paid by Unit Operator and charged to the

joint account .

14 . 2 Other Taxes . Each Person sha l l pay or cause to be paid a l l

production, severance, gathering and other taxes imposed upon or in respect of

the production or hand l ing of its share of Unitized Substances .

ARTICLE 1 5

INSURANCE

15 .1 Insurance . Unit Operator, with respect to Unit Operations,

shall do the following :

15 .1 .1 Comply with the workmen's compensation law of the

State of Oklahoma .

1 5 .1 . 2 Require that each contractor and subcontractor engaged

in Unit Operations comply with the workmen's compensation law o f

the State of Oklahoma .

15 .1 .3 Carry or provide such other insurance as set forth in
Exhibit D .

ARTICLE 16

ADJUSTMENT OF INVESTMENTS

16 . 1 Personal Propertv Taken Over . As of the Effective Date hereof,

Lessees shall deliver to Unit Operator the following :

16 .1 .1 Wells . All wells shown on Exhibit B and the casing

therein . All wells delivered to the Unit Operator shall be in usable

physical condition, completed in some portion of the Unitized Formation,

and physically separated from formations not a part of the Unitized

Formation as of the Effective Date .
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16 . 1 .2 Well and Lease Equipment . The tubing in each such

well, the wellhead connections thereon, and all other lease and

operating equipment that is used in the operation of such wells whic h

the Operating Committee determines is necessary or desirable for

conducting Unit Operations ; provided, however, that if any such

wells are multiple completion wells , then the provisions of this sub-

section shall apply only to that equipment used in connection with

the Unitized Formation.

16 .1 .3 Records . A copy of all production and well records

that pertain to such wells .

16 .2 Inventory and Evaluation of Personal Property . The Operating

Committee shall at Unit Expense inventory and evaluate in accordance with the

provisions of Exhibit C the personal property taken over, including electrical

equipment, sucker rods and downhole pumps in addition to "Controllable Material"
as defined in Exhibit C .

16 .3 Investment Adjustment . Upon approval by the Operating Committee

of the inventory and evaluation, each Lessee shall be credited with the value

of its interest in all personal property taken over under Section 16 .1 .2 and

shall be charged with an amount equal to that obtained by multiplying the total

value of all personal property taken over under Section 16 .1 .2 by such Lessee's

Phase II Unit Participation . If the charge against any Lessee is greater than

the amount credited to such Lessee, the resulting net charge shall be an item

of Unit Expense chargeable against such Lessee . If the credit to any Lesse e

is greater than the amount charged against such Lessee, the resulting net credit

shall be paid to such Lessee by Unit Operator out of funds received by it in

settlement of the net charges described above .

16 . 4 General Facilities . The acquisition of warehouses, warehouse

stocks, lease houses, camps, facility systems, and office buildings necessary

for Unit Operations shall be by negotiations between the owners thereof and

Unit Operator, subject to the approval of the Operating Committee .

16 . 5 Ownership of Personal Property and Facilities . Each Lessee,

individually, shall by virtue hereof own an undivided interest, equal to its

Unit Phase II Participation, in all personal property and facilities taken over

or otherwise acquired by the Unit or Unit Operator pursuant to this Plan of

Unitization, instead of separately owning the equipment delivered to the Unit

by the Lessees, and will have exchanged same for an undivided interest in and

to all the equipment so taken over and acquired by the Unit and will have paid

or have been paid, as the case may be, for any difference in value . The amount

of any net charge made against a Tract under this Article 16 shall be treated

and regarded in all respects the same as any other charge for Unit Expense

chargeable to such Tract .
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ARTICLE 17

UNIT EXPENSE

1 7 . 1 Basis of Char ge to Lessees . Unit operator initia lly sha ll pay

all Unit Expense . All charges, credits, and accounting for Unit Expense shall

be in accordance with Exhibit C . Except as otherwise provided herein, the

Lessees obligated or responsible for the cost and expenses of operating a

Tract in the absence of unitization, in the same proportion and to the same

extent, shall be chargeable with and responsible for the payment of the Unit

Expense charged against such Tract . During the period when Phase I Tract

Participation Pe r centages are in effect, Unit Expense shall be apportioned

among and assessed against the Tracts as fo l lows : Unit Expense of an investment

nature shall be borne on the basis of Phase II Tract Participation . Unit

Expense of an operating nature and overhead charges shall be apportioned such

that sixty percent (60%) shall be borne on the basis of Phase I Tract Pa r tici-

pation and forty percent (40%) shall be borne on the basis of Phase II T r act

Participation.

During the period when Phase II Tract Participation Percentages

are in effect, a l l Unit Expense shall be borne on the basis of such percentages .

17 . 2 Budgets . Before or as soon as practical after the Effective

Date hereof, Unit Operator shall prepare a budget of estimated Unit Expense for

the remainder of the ca lendar year and on or before the first day of each

August thereafter shall prepare such budget for the ensuing calendar year .

A budget shall set forth the estimated Unit Expenses by quarterly periods .

Budgets shall be estimates only, and shall be adjusted or co r rected by the

Oper ating Committee and Unit Operator whenever an adjustment or correction is

proper. A copy of each such budget and adjusted budget shall be promptly fu rnished

each Lessee .

17 . 3 Advance Billings . Unit Operator shall have the right to require

Lessees to advance their respective shares of Unit Expense by submitting to

Lessees , on or before the 15th day of any month, an itemized estimate the reof

for the succeeding month, with a request for payment in advance . Within thirty

(30) days thereafter, each Lessee shall pay to Unit Operator its share of such

estimate . Adjustment between estimates and actual Unit Expense shall be mad e

by Unit Operator at the close of each calendar month, and the accounts of the

Lessees shall be adjusted accordingly .

17 .4 Commingling of Funds . No funds received by Unit Operator under

this Plan of Unitization need be segregated or maintained by it as a separate

fund, but may be commingled with its own funds .

17 .5 Unnaid Unit Expense . If any Lessee fails or is unable to meet

promptly its financial obligations in connection with the Unit, the unpaid ba l -

ance of its share of Unit Expense shall be carried and paid by a l l non-defaultin g
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Lessees who are signatory to this Plan of Unitization in the p roportion that

the Unit Participation of each bears to the total Unit Participation of all
such Lessees . Such amount shall bear interest at the rate of eight percent

( 8%) per annum . Lessees so paying the same shall be r eimbursed therefor,

together with interest thereon, when the amount so carried and the interest

the r eon are co l lected fr om the Lessees primarily chargeable therewith . The

amount carried shall be due and payab le out of the p r oceeds from the defaulting

Lessee ' s share of Unitized Substances, including overriding royalty interests,

oil and gas payments , or other interests in excess of a 1/8 roya lty 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 co llect and receive from the purchaser the proceeds from such Lessee ' s share

of the Unitized Substances . 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 .

1 7 . 6 Lien . The Unit shall have a first and prior l ien upon the

leasehold interest and other Oil and Gas Rights (exclusive of a 1/8 royalty

interest) in and to each Tract, the interest of the owners thereof in and to

the Unitized Substances and all Unit Equipment in possessio n of the Unit, to

secure payment of a l l Unit Expense properly charged to and against such Tract ;

provided that such lien may be enforced against overriding royalty inte rests,

or other interests which are otherwise not chargeable with such costs and ex-

pen ses, only in the event the owner of the interest or interests primari ly

responsib le fail s to pay such Unit Expense when due , and the Unitized Substances

to the credit thereof are insufficient for that purpose . In the event the owner

of any royalty interest, overriding royalty, oi l and gas payment or other

interest which under this Plan of Unitization is not primarily responsible there-

for pays any part of such Unit Expense for the purpose of protecting such interest,

or the amount of such Unit Expense in whole or in part is deducted from the

Unitized Substances credited to such interest, the owner shall, to the exten t

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

of the Unit Operator with respect to the interest primarily chargeab le with such

Unit Expense . A one-eighth (1/8) part of the Unitized Substances allocate d

to each Tract shall in all events be regarded as royalty to be distributed to,

and the proceeds thereof paid to , the basic roya lty owners free and clear of

all Unit Expense and free of any lien . The lien herein provided sha l l be for

the use , benefit, and pr o tection of the Unit Operator or other Lessees or

Persons entit led to receive or share in the monies, the payment of which is

secured thereby and in the event of a failure of the Unit to enforce such lien,

the Unit Operator or other person entitled to the benefit thereof shall be sub-

rogated to the lien rights of the Unit, including the right of fo reclosure .

The lien may be forec l osed at any time in the manner provided by law .
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ARTICLE 1 8

PRODUCTION AS OF THE EFFECTIVE DATE

18 .1 Oil in Lease Tanks . Unit Operator shall gauge all lease and

other tanks within the Unit Area to ascertain the amount of merchantable oil

produced from the Unitized Formation in such tanks above the pipeline co n-
nections, as of 7 :00 a . m , on the Effective Date hereof . The oil that is a

part of the prior a ll owable of the wells from which it was produced sha ll re-

main the property of the Persons entitled thereto the same as if the Unit had

not been formed . Any such oil not promptly removed may be sold by the Unit

Operator for the account of the Persons entitled thereto , subject to the payment

of a ll royalties, overriding royalties, production payments, and a l l other

payments under the provisions of the app l icable lease or other contracts . The

oi l that is in excess of the prior allowable of the wells from which it was

produced sha ll be regarded as Unitized Substances produced after Effective Date

hereof .

1 8 . 2 Overproduction. If, as of the Effective Date hereof, any

Tract is overproduced with respect to the a llowable of the wel ls on that Tract

and the amount of overproduction has been sold or otherwise disposed of, such

overproduction shall be regarded as a part of the Unitized Substances produced

after the Effective Date hereof and shall be charged to such Tract as having

been delivered to the Persons entitled to Unitized Substances allocated to such

Tract .

ARTICLE 19

NON-UNITIZED FORMATIONS

19 .1 Right to Operate . Any Lessee that now has, or hereafter ac-

quires, the right to dril l for and produce oi l , gas, or other minera ls other

than from the Unitized Formation sha l l have the right to do so notwithstanding

this Plan of Unitization . In exercising the right, however, the Lessee sha ll

exer cise reasonable precaution to prevent unreasonable interference with Unit

Operations . No Lessee shal l produce Unitized Substances through any we ll dr il led

or operated by it . If any Lessee dril ls any wells into or through the Unitized

Formation, the Unitized Formation shall be protected in a manner satisfactor y

to the Operating Committee so that the production of Unitized Substances will

not adverse ly be affected .

19 .2 Multiple Comnletions . A Lessee who contributes a well completed

in a non -unitized formation shall be obligated to segregate such fo rmation

prior to the wel l' s being taken over by the Unit in a manner satisfactory to

the Operating Committee, the cost of such work to be borne by the Lessee

con tributing such a well . While .each Lessee shall de l iver possession of a ll

wells completed in the Unitized Formation as provided in Article 16 hereof ,
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there is express ly reserved unto such Lessee the right to use s uch we ll for the

purpose of exploring, developing , and operating , by means of multiple completion,

such other sources of supply that may over l ie or underlie the Unitized Formation ;
provided that such Lessee shall, at his sole cost, risk, and expense, explore,
develop , and operate such other common source of supply and furnish and install

equipment necessary to segregate the production from such other common source of

supply from the Unitized Formation production, both in the well and on the surface,

in a manner prescribed by the Unit Operating Committee . In the event it be-

comes necessary to work over , recondition , or redrill a well by reason of

operations for production from such other common source of supp ly, or the

abandonment thereof , said workover, reconditioning, or redrilling shall be done

by and at the sole cost, risk , and expense of such Lessee and under the super-

vision of the Unit Operating Committee . In the event it becomes necessary to

workover, recondition, or redrill a well by reason of the development, opera-

tions, or abandonment of the Unitized Formation in a multiply comp l eted well,

said workover, reconditioning, or redri l ling shall be done by Unit Operator

under the supervision of the Unit Operating Committee , and any extra expense

incurred in such workover, reconditioning, or redrilling resulting from or

occasioned by said we l l ' s being a multiply completed well shall be borne by the

Lessee operating such other common source of supply in said we l l . The term

"extra expense" as used above shall mean the difference between the normal

charges incurred in working over, reconditioning, or redrilling such mu l tiply

comp leted we l l and the normal charges for doing the same work on a wel l which

is not multiply completed . The Unit Operator shall furnish the Lessee with

an estimate of such charges prior to the commencement of such work . Before

any Lessee sha ll commence the working over, reconditioning, or redri lling of

any we ll included in the Unit , the permission of the Unit Oper ating Committee

must be secured . In the event of an emergency or the failure of the Lessee

to comply with the requirements of the Unit Operating Committee, the Unit

Operating Committee sha l l have the authority to perform all such work necessary

to protect the Unitized Formation . In the event there is a conflict of inte rest

between the Unit and any such Lessee covering a multiply completed well or the

operation thereof , the interest of the Unit shall prevail . Except for bad

faith or gross negligence, neither the Unit nor the Unit Operator shall be

l iable or responsible for any damage to or loss of production from any other

common sources of supply, nor for damage to the property, equipment , or facilities

of such Lessee used in development and operations of such multip ly completed

well .

ARTICLE 20

ABANDONNENT OF WELLS

20 . 1 Ri ghts of Former Owners .

to abandon permanently any Unit well prior

Operator shall give written notice thereof

If the Operating Committee decide s

to termination of the Unit, Uni

t to the Lessees of the Tract on whic h
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the wel l is located , and they shall have the option for a period of ninety (90)
days after the sending of such notice to notify Unit Operator in writi ng of

their election to take over and own the well . Within ten ( 10) days after the

Lessees of the Tract have notified Unit Operator of their election to take

over the well, they shall pay Unit Operator, for credit to the joint account,

the amount estimated by`the Operating Committee to be the net salvage va lue

of the casing and equipment in and on the wel l . The Lessees of the Tract,

by taking over the wel l , agree to promptly and effectively seal off and pro-

tect the Unitized Formation in a manner satisfactory to the Operating Committee,

and upon abandonment to plug the well in compliance with applicable laws and

regulations .

20 . 2 Plugging . If the Lessees of a Tract do not elect to take

over a well located ther eon which is proposed for abandonment, Unit Ope rator

shal l p lug and abandon the well in accordance with applicable laws and

regulations .

ARTICLE 2 1

CLAIMS AND SUITS

2 1 . 1 Settlements . Unit Operator may settle any single damage claim

or suit involving Unit Operations but not involving an expenditure in exces s

of Two Thousand Do llars ($2,000 . 00), provided the payment is in complete sett le -

ment of such claim or suit . If the amount required for settlement exceeds the

above specified amount, the Operating Committee shall assume and take over the

further handling of the claim or suit unless such authority is express ly de le-

gated to Unit Operator . All costs and expense of handling, sett l ing , or other-

wise dischar ging such claim or suit shall be an item of Unit Expense . If a

claim is made against any Lessee or if a Lessee is sued on account of any matter

ar ising from Unit Operations and over which such Lessee individually has no

control because of the rights given the Unit and Unit Operator by this Plan of

Unitization, the Lessee shall immediately notify the Unit Operator, and the
c l aim or suit shall be treated as any other claim or suit involving Unit

Operations .

21 . 2 Notices of Damages , Claims and Suits by Unit Operator to Lessees .

Unit Operator shall report to Lessees as soon as practicable after each occur-

rence, damages or losses to Unit Equipment , and accidents, occurrences, claims,

or suits involving third party bodily injury or property damage which are not

covered by insurance carried for benefit of Lessees .

ARTICLE 2 2

FORCE MAJEURE

22 .1 Force Maieure . Any obligation imposed

on each Person, except for the payment of money, shal l

• pliance therewith is prevented, in whole or in part, by

by this Pl an of Unitization

be suspended while com-

a strike, fire, war ,
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civil disturbance, act of God ; by Federal, state , or municipal laws ; by any

ru le, regu l ation , or order of a governmenta l agency ; by inability to secure

materials ; or by any other cause beyond the reasonable control of such Person .

No Person shall be required against its will to adjust or sett le any labor dis-

pute . Neither this Plan of Unitization nor any lease or othe r instrument subject

hereto shall be terminated by reason of the suspension of Unit Ope r ations due

to any of the causes set forth in this Article .

ARTICLE 2 3

INTERNAL REVENUE PROVISION

23 .1 Internal Revenue Provision . Each Lessee hereby elects that it

and the operations covere d by this Pl an .of Unitization be excluded f rom the

application of Subchapter K of Chapter I of Subtitle A of the Internal Reve nue

Code of 1954, or such portion thereof as the Secretary of the Treasury of the

United States or his delegate shall permit by election to be exc luded therefrom.

Unit Operator is hereby authorized and directed to execute on behalf of each

Lessee such additiona l or further evidence of the election as may be required

by regulations issued under the Internal Revenue Code of 1954, or should the

regulations require each Person to execute such further evidence, each Lessee

shal l execute or join in the execution thereof .

ARTICLE 24

NOTICES

24 . 1 Notices . All notices required hereunder shall be in w r iting

and shall be deemed to have been properly served when sent by mail or telegra m

to the address of the representative of each Lessee on the Operating Committe e

as furnished in accordance with Artic le 11 .

24 . 2 Notice of Transfer of Title . No change of title shall be bind-

ing on the Unit or Unit Operator unti l the first day of the ca lendar month

next succeeding the date of receipt by Unit Operator of evidence , satisfactory
to it, of such change of owne rship . Each such transfer, assignment or conveyance,

whether so stating or not , shall operate to impose upon the Per son or Persons

acquiring such inte r est the obligation of the predecessor in interest with

respect to the interest so transferred and shall likewise operate to give and

grant to the Person or Persons acquiring such interest a l l benefit attributable

hereunder to such interest .

ARTICLE 2 5

ORGANIZATION AND EFFECTIVE DATE

25 . 1 Organizational Meeting . Subject to call by the Lessee of record

designated herein as the Unit Operator, the representatives designated by th e
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Lessees shall meet to perfect the organization of the Operating Committee .
Such meeting may be held ,at any time after twenty (20) days from the entry of
the order of the Commission approving the Unit . 'Notice of time and place of
said meet ing shall be mailed at least ten (10) days prior thereto to all Lessees
within the Unit Area whose names and addresses are known . to the Unit Operator,
as well as those Lessees who shall have, within ten (10) days from the date of
said order, notified the Secretary of the Commission in writing of their desire
to be so notified of the meeting .

25 .2 Effective Date . The Operating Committee shall determine, and
give Lessees reasonable notice of, the time when the Unit will take over and
commence Unit Operations . The time so fixed shall not be less than twenty (20)
days after the entry of the order of the Commission approving the Unit nor more
than six (6) months after the time when the order approving the Unit shall
become final .

25 .3 Orders Approving Unit - When Final . The order of the Commission

approving the Unit means the order or orders approving this Plan of Unitization
and f inding that it has been signed, ratified, or approved by Lessees and Royalty

Owners owning the percentage interest in the Unit Area required to make it

effective . If the approval of this Plan of Unitization and the finding o f

Lessee and Royalty Owner approvaT are by separate orders, the date of the later
of the two orders shall be regarded as the date of entry of the order approving
the Unit . The order approving the Unit will be regarded as having become final
when the time for appeal from the action ' of the Commission in regard thereto
has exp ired, if no appeal is taken ; or if an appeal or appeals are taken, then
upon the final determination thereof .

25 .4 Nonapproval of Plan of Unitization by Commission. If an order

of the Comanission approving the Unit has not been entered prior t o

January 1, 19 70, then this Plan of Unitization shall terminate on that date,
hereinafter called termination date, and thereafter be of no further effect,
unless prior thereto this Plan of Unitization has been signed, ratified or
approved by Lessees owning a combined Unit Participation of at least sixty-
five percent (65%), and Lessees owning a combined Unit Participation of at
least sixty-five percent (65%) elect to extend said termination date for a
period not to exceed six (6) months . If the termination date is so extended
and an order of the Commission approving the Unit is not entered on or before
the extended termination date, this Plan of Unitization shall terminate on the
extended termination date and thereafter be of no further force and effect .

25 .5 Failure to Take Over Operations . If the Unit fails to take over
and commence Unit Operations on or before six (6) months after the time whe n
the order of the Commission approving the Unit shall have become final, the
Unit shall be dissolved and all rights and obligations under this Plan of
Unitization shall be at an end, except that any and all cost and expense in-
curred incident to its organization, or preparatory to the commencement o f
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Unit Operations, shall be borne and paid for by the Lessees, whose representatives

authorized the incurring of such expenses, in proportion that the Unit Partici-

pation of each such Lessee bears to the total Uni t Participation of a l l such
Lessees .

25 .6 Certificate of Effectiveness . The Unit Operator within thirty

(30) days after the Effective Date hereof shall submit to the County Clerk of

,Stephens County, Oklahoma and the Secretary of the Commission, for filing, a

certificate of effectiveness signed by the Chairman of the Operating Committee,
setting forth,

a , the hour, day, and year on which the Unit took over

and commenced Unit Operations ;

b, a description or plat of the lands included within
the Unit Area ; and

C . the cause, number, and date of the Commission order
approving this Plan of Unitization .

ARTICLE 2 6

TERM AND ABANDONMENT OF OPERATION S

26 . 1 Term . The Unit and this Plan of Unitization shall continue in

effect until such'time as the Operating Committee by vote of at least seventy-

fxve percent (75%) of the voting interest determines that Unitized Substances

can no longer be produced in paying quantities or that Unit Operations are no

longer feasible .

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

26 .2 .1 Oil and Gas Ri ghts . Oil and Gas Rights in and to

each of the several Tracts shall no longer be affected by this Plan

of Unitization and thereafter the owners thereof shall be governed

by the terms and provisions of the leases, contracts, and other

instruments affecting the separate Tracts .

26 .2 .2 Right to Operate . Lessees of any Tract that desire to

take over and continue to operate wells located thereon may do so by

paying Unit Operator, for credit to the joint account, the net salvage

value of the casing and equipment in and on the wells taken over, as

estimated by the Operating Committee and by agreeing upon abandonment

to plug such wells in compliance with applicable laws and regulations .
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26 .2 .3 Salva ging Wells and Unit Equipment . Unit Operator

shall salvage the Unit Equipment and as much of the casing and equip-

ment in or on wells not taken over by Lessees of the separate Tracts

as can economically and reasonably be salvaged and shall properly

plug and abandon such we l ls in accordance with applicable laws and

regulations . Unit Operator shall have six (6) months after cessation

of production of Unitized Substances within which to conduct such

salvaging and plugging operations .

26 .2 .4 . Cost of Salvage ;- Distribution of Assets . Lessees shall

share in the cost of salvaging Unit Equipment and in the liquidation

and distribution of the Unit Equipment, assets, and properties use d

in Unit Operations in proportion to their respective Phase II Unit

Participations .

26 . 3 Certificate of Termination . When Unit Operations are abandoned

and the affairs of the Unit terminated, Unit Operator shall submit to the

County Clerk of Stephens County, Oklahoma and the Secretary of the Commission,

for filing, a certificate of termination signed by the Chairman of the Operating

Committee setting forth the fact and time of termination of the Unit .

26 .4 Obli gations Payable After Termination . If any

gation incurred prior to termination of the Unit shall accrue

thereafter, the amount shall be borne and paid as Unit Expense

manner as if it had accrued prior to termination of the Unit .

ARTICLE 2 7

AMENDMENT TO PLAN OF UNITIZATION

AND ENLARGEMENT OF UNIT

liability or obli-

and become payable

in the same

27 . 1 Amendment and Enlar gement . Any amendment of this Plan of Unitiza-

tion or any enlargement of the Unit Area shall be in accordance with the pro-

visions of Section 287 .10, Title 52, Oklahoma Statutes 1961, or any amendment

thereto .

ARTICLE 28

RESTRICTED INDIAN LAND S

28 . 1 Special Provisions . In the event and to the extent restricted

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

28 .1 .1 Definition of Supervisor . Supervisor means the Oil

and Gas Supervisor of the United States Geological Survey having

supervision of such Indian lands .
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28 .1 .2 Copies of Notices , etc . Copies of all notices, certifi-

cates, declarations or reports, which are required by the Plan of

Unitization to be filed with the Coimnission, County Clerk, or other

governmental authority shall at the same time be mailed to the

Supervisor .

28 . 1 . 3 Information Regarding Unit Operations . The Unit

Operator, shall, at the request of the Supervisor, furnish the Super-

visor a monthly report of operations, a statement of unit oil and gas

production and disposition thereof together with such reports as are

deemed necessary to compute the monthly royalties on unit production

allocated to the restricted Indian lands .

28 . 1 .4 Access to Unit Area . The Supervisor shall have access

to the Unit Area at all reasonable times to observe any and all Unit

Operations or facilities .

28 .1 .5 Tit le Disputes . Royalty on Unitized Substances allocated

to restricted Indian lands, the title to which is in dispute, instead

of being impounded by the Unit Operator, shall, if requested by the

Supervisor, be paid to the appropriate governmental agency or deposi-

tory designated by the Supervisor to be impounded by such agency or

depository pending the determination of the title dispute .

28 .1 .6 Amendment of Plan of Unitization . Any amendment of the

Plan of Unitization affecting the right and interests of restricted

Indians shall be subject to the approval of the Supervisor .

28 .1 .7 Use of Water . Fresh water from restricted Indian land

shall not be used without consent of the Supervisor .

28 .1 . 8 Allocation of Unit Production . Royalty payable on Unit

production apportioned and allocated to the restricted Indian leasehold

interests in such tracts, and the rentals provided for in the restricted

Indian leases involved shall be determined and paid on the basis pre-

scribed in such individual restricted Indian leases and when such

roya l ty on oil is paid in kind, such royalty oil shall be delivered

as provided in the leases .

28 . 1 .9 Right of Supervision . Nothing herein shall be construed

as limiting the extent or right of supervision by the Supervisor a s

to the restricted Indian leases included in this Plan of Unitization .

ARTICLE 29

SIGNING, RATIFICATION, OR APPROVAL

29 .1 Original, Counterparts, or Ratifications . This Plan of Unitization

may be signed , ratified, or approved by signing the original of this instrument ,
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a counterpart, or other instrument adopting the provisions hereof, all with the

same effect as if all Persons had signed the same instrument . Persons signing,

ratifying, or otherwise approving this Plan of Unitization, thereby agree to all

of the provisions hereof .

29 .2 Joinder iq Dual Capacity . The signing, ratification, or approva l

of this Plan of Unitization as herein provided by any Person as either a Lessee

or as a Royalty Owner shall commit all interests that may be owned or contro l led

by such Person .

29 . 3 Heirs, Successors, and Assigns . The signing, ratification, or

approval of this Plan of Unitization shall be binding upon the heirs, personal

representatives, successors, and assigns of the Persons so signing, ratifying,

or approv ing the same .

Signed by the undersigned upon the dates shown opposite their respective

signatures .

Date MOBIL OIL CORPORATION

By

Date

Attorney-in-Fac t

MINERAL MINING COMPANY

By

Date AMERADA PETROLEUM CORPORATION

By
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EXHIBIT "A"

Number

1

2

3

4

5

6

7

8

- ALMA PICKENS UNIT

STEPHENS COUNTY , OKLAHOMA

Tract

Name Description

Mobil-Pierce SE/4 NW/4, SE/4 SW/4 NW/4, N/2 NE/4 SW/4 &

NE/4 NW/4 SW/4 Sec . 10-TIS-R4W

Mobil-C . S . Goodwin SW/4 NE/4, S/2 SE/4 NE/4 & SE/4 NW/4 NE/ 4

Sec . 10-T1S-R4W

Amerada-M. Stedman

Amerada-Stedman

Mineral Mining-Carake r

Mineral Mining-Stedman "A"

Minera l Mining-Stedman 1- 4

Mineral Mining-Stedman 5-6

N/2 NW/4 SE/4, NE/4 NE/4 SE/4 & SE/4 NE/4 SW/4

Sec . 10-T1S-R4W

NW/4 NE/4 SE/4 Sec . 10-TIS-R4W

SW/4 NE/4 SW/4 & NW/4 SE/4 SW/4
Sec . 10-TIS-R4W

S/2 NW/4 SE/4 & SW/4 NE/4 SE/4

Sec . 10- .T .1 .S-R4W

N/2 S/2 SE/4 Sec . 10-TIS-R4W

S/2 S/2 SE/4 Sec . 10-TIS-R4W

Tract

Participation Percentage

Phase I Phase II

24 .939 26 .39 7

33 .915 17 .828

11 .159

0 .000

0 .930

8 .38 8

11,302

9 .367

100 .000

13,36*

1 .813

6 .518

9 .99 6

12,180

11 .908

100 .00 0

(1) Phase I Tract Participation Percentages represent the sum of seventy-five percent (75%) of the ratio which th e

current production of Unitized Substances attributed to each Tract bears to the current production of Unitize d

Substances attributed to all Tracts plus twenty-five percent (25% ) of the ratio which the remaining primary

reserves of Unitized Substances attributed to each Tract bears to the remaining primary reserves of Unitize d

Substances attributed to all Tracts . Phase I Tract Participation Percentages shall be in effect from Effectiv e

Date until the first of the month following the date when 158,400 barrels of oil have been produced from th e

Unitized Formation after July 1, 1968 .

(2) Phase II Tract Participation Percentages represent the sum of seventy-five percent (75%) of the ratio which the

acre feet attributed to each Tract bears to the acre feet attributed to all Tracts plus twenty-five percent (25%)

of the ratio which cumulative production attributed to each Tract bears to the cumulative production attributed

to all Tracts . Phase II Tract Participation Percentages shall be in effect from the date Phase I Tract Partici-

pation Percentages cease to be in effect until termination of the Unit .

0
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Attuched to and inarle it part of Plan of Unitiza.tion_ of .-------------------- --_- Form RevisedAlma Pickens Unit, Stephens_Countyl Oklahoma-___ . . . . .. . . . _ _
- -- in IV-2-A- 1

ACCOUNTING PROCEDUR E
(JOINT OPERATIONS )

1 . GENERAL PROVI SIONS

1 . Definition s
"Joii i t F'rop erty" shall mean the real and personal property subject to the agreement to which this "Accounting Pro -
cedure" is attached .
"Joint Operations" shall mean all o perations necessary or proper for the development, operation, protection and
maintenance of the Joint Property .
"Operati,i• " shall mean the party designated to conduct the Joint Operations .
"Non-Operators" shall mean the nunopcratin g parties , whether one or more .
"Joint Account" shal{ mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shured bv th e Partie5 .
„Partirti^ shall mean Operator and Non-Operators.
"Mat erial" sliall mc ' an personal property, equipment or supplies acquired or held for . use on the Joint Property.
"Contrullahl e Muteri :il" shall nican m aterial which at the time is so classified in the Material Classification Manua l
as nius l rc c ently recommend ed by the Council of Petroleum Accountants Societies of North America .

2. Confl ic t with Agreement
In the event of a conflict between the provisions of this Accounting Procedure and the provisions of the r ►grea-
rrient to which this Accounting Procedure is attached, the provisions of the agreement shall control .

3. Collective Act ion by Non-Operator s
Where an agreement or oth e r action of Non-Operators is expressly required under this Accounting Procedure
and if the agreement to which thi s Accounting Procedure is attached contains no contrary provisions in regar d
there to , the a greement or action of a majority in intere st of the Non-Operators shall be controlling on all Non-
Operators .

4 . Statements and Billings
Operator shall bill Non-Operators on or before the last day of each month for their proportionate share of costs an d
expenses, fo r the pre ceding mo n th . Such bills will be accompanied by statements reflecting the total charges
a nd credits as set for th under Subpara graph C below :
A . Statement in deta il of all char ges and credit s to the Joint Account .
B . Statement of all charges and credits to the Joint Account , summarized by appropriate classifications indicative

of the nature thereof .
C . Sta t emen t o f a ll charge s and credit s to the Joint Account summarized by appropriate classifications indicative

o f th e na ture thereof , exccpl. tha t items of Controllable Material and unusual charges and credits shall be detailed .

5 . Payment and Advances by Non-Operators
Each Nan-Op •rator shall pay it s proportion of all such bi lls within fifteen (15) days after receipt thereof. If pay-
ment i s not made within such time, the unpaid balance shall bear interest at the rate of A* per cent (6go per
annum until paid . eight (8%)

6. Adjustment s
Pavment of any such bills shall not prejudice the right of any Non-Operators to protest or question the correctness
thereof : provided however, all bills and statements rendered to Non-Operators by Operator , during any calendar
year shall conclusive ly be presumed to be true and correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twent,y- ftun• (24) month period a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment . No adjustment favorable to Operator shall be made
unl ess it is made within the same prescribed period . The provisions of this paragraph shall not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII.

7 . Audits
A Non -Opera tor , upon not i ce in writing to Operator and all other Non-Operators, shall have the right to audit
Operator's a c count s and records rel a ting to the accounting hereunder for any calendar year within the twenty-fou r
(24) month period fo llowing the end of such ca lendar year ; provided however, the making of an audit shall not ex -
tend the t i me for the taking of wr itten exception to and the adjustment of accounts as provided for in Paragraph

6 of thi s Section I . Where there are two or more Non-Operator s, the Non-Operators shall make every reasonabl e
effort to con du ct joint or simultaneous audits in a manner which will result in a minimum of inconvenience to
the Operator .
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II . DIRE CT GHAft lrjtE S

Subject to limita t ion s here ina fter prescrit►rd , Operator shall cha rge the Joint Account with the following items :

I . Rental s and Royalties
I)elaY or ofher rentals and ruYaltics When such rcn.tais and.ro*yallic~are paid by Operator for the Joint Account
of, thr Parties . •

I,abor
A . ti:ilurir, and wa~ ;~• : : of UF>~~ralcic's ~~mplo~~~~cs diri~cll N • 1•n~; .~~;~~d on the J~inl Property in the conduct of the Join t

(1F,evution ls, and ti :il : r i cs „r of technic al vni .E,l~~ Yces who are t cnipo r:iril Y ussign ed to and directly
e ntFrlu yv tl on ihe Joint I'riipnv rt v .

li . O pv ralur' : : cml ul' Iwlitfa}' , vni : ilu I n, sic I:ni ;s :ui d ili : ; ;il l ilily hcne iils ,ind uthe r c•usturnar,y allowance s paid to the
c iuE>1 o>'i• (-s whose ,a laries and w ;it ; v . are clwrg- i; ililo l o Ih t, Joinl iWr (it nil inul er 1'ur agra p li 2A uf this S vc•tion 1 1
and 1'ar.igraph I of tici•l w ii lII : exr c E ) i I 11 : 11 in Ihi• c: isi• c 11 ' Iluo sv e in p I oy cf- : ; oul,y :i pro rata portion of whose
,al ;u•i e s and w :ige ti ar t • t•h :ir geu b l e t o ihc Jo iiit Accuunl iuode i 1' ; i r :i } ;rap h I ul' Se i•liun ill, nut rncir u than t. he sarncr
pro ra ta portion of the be rne fits and allow : icc, he n , iu lmut•icled lur shull he charg rci to the J o i n t Account. Cost
tuide r this !'ar .i g rapkt 211 niu,y he chai• l" i• l I o u a " whe n ;incf as p:iicl liu s i s " o r by "pcr•ccnta gv asutisment" on the
:inuount of, s,ilarivti and wages cl i ;ir l-v ab lr to the Jo int Acco iint iuidcr Paragraph 2A of this Section 11 and 1'ara-
e;r :iE>h 1 o f Se c•li on III . If F>e n• o i i i age u s. e„nuent i s used , the rat e sh;ill be based on the Operator's cost experience .

C . H;xE, encliturc•s or c•untri butio n s nuide purs ii a nl to a s r~ i~s .mc~nts imposed by governmental authority which are ap-
p licab l e to Ope rator's labor c•o,t of sularies and wagc s chargeable to the Joint Account unde ►• Paragraphs 2A
and 2 I3 of this Section TI and Parac;raph I of Section ilI .

U . Reasonable personal expxe nsrs o f those employees wluo ti e sa lacies and wages are chargeable to the Joint Account
uncier Paragraph 2A of this Secti o n 11 and for which expenses the employees are reimbursed under Operator's
usual pr a ctice .

Employee Benefits '•
Operator's current cost of e st ablished plans for employees' group life insurance, hospitalization, pension, retire-

nu•nf, stock purchase , thrift, honus, and other bt:nefit, plans of a like nature, applicable to Operator's labor cost ; pro-

vided huwcwer, the total of such chnrges shall not exceed ten perc ent (10',; ) of Operator's labor costs chargeable
to the Jo int Account t inder Para gra phs 2A and 213 of this Section II and Paragraph I of Section III .

Materia
l Niat erial purchus ed o r ftn•nis l ed by Operator for use on the Joint . Prnperty . So far as it :, reasonably practi-

cal and cunsisle nt w ith efficient and rc« Fiomical op e r:itiuii, only such N1ateria1 shall be purchased for or transferred
t o the l o int I'r opi•rt .N• as may he r eqtiired for inimediate usV : and the ,ucctunut a ti on of surplus stc,eks shall be avQided .

Transportation
'1'r :inspo rt :itic,n of e n iNloyrrs and 141afrrial iii• cvs . ; l i>' I'ui• tli e Jo iiit Ope r a t . ic~ns bt it suh.jrc•t. to the following limitations :
A. II' N1at v ri :il is moved to the Joint 1'r opv r1

* v
froiu the O perator's warchousc• or other properties, no charge shall

b v inade to the Joint Accom it for a clist,ince grva ter t. li :ui the distuuce Crorii the tie•arest rcliablc supply stoi•e 01'
r :iil~ca

, v
r e c e i v i ng point w he rr lil: e ni ;it vriul is availa b l e , except by ag recmcnt with Non-Operators .

B . If s in• p lu s Material is moved to 114e r .itor " s w .inehouse or o tl er stora gc puint , no charge sha ll be made to the
.I o int Account for a distancr g- rea ler than the distanre• to th e ri eare5t reliable supply store or ►•ailway rece iving
poi nt, except by agreement with Non-Upe r;itors . No chai• ;;c sh a ll he madr to Joint Account for moving Material
to other properties belonging to (lpcrator, except by ❑ grccment with Non-Operators .

C . In the application of subpan•a g raphs A and B abov e , thc i•e shall be no equalization of actual gross trucking costs
of $100 or less .

:{ .

.1 .

6. Serv ice s

A. Tile cost of contracl set•vires and iitiTitits procured from outside sources other than services covered by Para -

graph 8 of this Sec•lion Il and Partip :r .~pli 2 of Sc•~•ti<,n III .

Ti . use and service of enuipnirnt and facilities furnisheci by Operator as provided in Paragraph 5 of Section IV .

7 . 1)am:igcs and Losses t o J o i n t Propert

y All costs or rxpens.k's necrssar~fur the repair or re•placcinent of Joint Property made necessary because of dafnage s

or losses inciirrvd by I'ire, fli7o(i, sturni, thvfi, nrcideiit . or M i* V c,the' r c•aus V . VxeOpt to the extcnt. that the damage o r

Ioss runld have been avoided Ihrnugli the exercise of reasiinahly diligence on the part of Operator . Operator shal l

furnisli Noii-11Nvraturs writtrn notice of danr.iges or loSsCs incucred as soon as practicable after a report there of

has l,ci•n received by Operator .

8 . Legal Expens e

All ri,sts and rxE•iiu•s ol' handlin+., . iilvv.ti! ;ating and seUline; litigation or claims arisin~ by reason of the Join t

C)peration. or nVcVssa ry to protVcl Or rL'coaer the Ji,int 1'roperty, inrluding, but not limited to, attorneys' fees ,

court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of an y

such liti~ :atiun or claims : pi•avided, (a) no charge shall be macle for the si•rviccs of Operator's legal staff or other reg -

ularlY rmploYrd personnel (such services being considered to be Administrative Overhead under Section III), ,ex -

cept by agreement with Non-Operators, and (b) no charge shall be made for the fees and expenses of outside=at -

turne.\s unless the cmployment of such attorie}•s is ugrcecl to by Operator and Non-Operators .

- 2 --



4

0 0

9. Taxes
All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation
thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the Parties .

1 0. Insurance P remiums
Premiums paid for insurance required to be carried on the Joint Property for the protection of the Parties .

11 . Other Expenditures
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,
and which is incurred by the Operator for the necessary and proper conduct of the Joint Operations .

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

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

warehousing . )
Paragraph 4. (Combined fixed rate)

1 . Di s trict Expense
Operator shall charge the Joint Account with a pro rata portion of the salaries, wages an d expenses of Operator's
production superintendent 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 operating a production office known as Operator's ______ ----------- ---------------------- __----- ________.__

otfice located at or near (or a comparable office if location changed), and neces-
sai•v sub-offices (if ail\•), maintained for the convenience of the above-described office, and all necessary camps,
iucltidiiig I IO Ii S IIl l~ facilities for employees if required, used in connection with the operations of the Joint Property
and other properties in the same operating area. The expense of, less any revenue from, such facilities may, at the
option of Opea•ator, include depreciation of investment or a fair monthly rental in lieu of depreciation . Such
char-es shall be apportioned to all properties served on some equitable basis consistent with Operator's accounting
practice .

2 . Administrative Overhead
Oper a t or shall charge admini strative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the co s t and expense of all offices of the Operator no t covered by Paragraph 1 of this Section III, including
salar ies, wa cTes and e x penses of per sonnel a ss igned to such off ice s . Such charges shall be in addition to the salaries,
Nrages and expen se s of employee s of Operator authorized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section II .

WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATEDRILLING WELL RATE (Use Current Producing Depth)

(Use Total Depth) All Wells
Well Depth Each Well First Five Next Five Over Ten

--- --- ---- ---- ------- - - - ---------- -- - - - -- - - - -- - --- --- ----------- --------- - --- - -- -- ---------------- ----- -°--------------------`-------

-- -- --- - --- - - -- - ------- . -------- -- -- ---- - ----------- ---- - - - --- --- -- - ----- --- - - - ----- - - --

_ - - --- ---- -- -- - - - - -- - ----- - ---- --- ---- - - ---- ---------------- - ----------- -------------------------- ---------

The co st and expen se of services from outside sources in connection w ith matters of taxation , traffic, accounting, or
ma tters before or im• olcing governmental agencies shall be co ns idered as included in the overhead rates provided for in
t his Paragraph 2 of Secti on III , un le s s such co st and expense are a greed upon between Operator and Non-Operators
a s a direct charge to the Joint Account . ~

3 . Operator 's Fully Owned Warehou se Operating and Ma intenance Expense
(Describe fully the agreed procedure to be followed by the Operator. )

--------- - - -- - - - - --- - ---------------------- ------- - ---------------
4 . Combined Fixed Rate s

Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates :

-3-
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WELL BASIS (RAT E PER WELL PER MONTH)

PRODUCING 1
DRILLING WELL RATE

(Uae Total Deptfi)

Well Depth Each Wel l ~i![7~'~'!C

Unitized Formation ~_700 .00 -- -------- ___ .__,~65 .00 _ ._____________ _-- ----- -----

sm

------------------- --------------- - ----------------------- ------- - ----------- ------------------- ----------------------------- ------ ----- --------------------------------------
Said fixed rate (33t9ft) (shall not) include salarie4 and expenses of production foremen .

5. Application of Administrative Overhead or Combined Fixed Rate s
The following limitations, instructions and charges shall apply in the application of the per well rates as provided
under either Paragraph 2 or Paragraph 4 of this Section III :
A. Charges for drilling wells shall begin on the date each well is spudded and terminate on the date the drilling or

completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days .

B. The status of wells shall be as follows :
( 1 ) Producing gas wells, injection wells for recovery operations, water supply wells utilized for water flooding

operations and salt water disposal wells shall be considered the same as producing wells.
(2) Wells permanently shut down but on which plugging operations are deferred shall be dropped from the

well schedule at the time the shutdown is effected . When such a well is plugged a charge shall be made
at the producing well rates

. (3) Wells being plugged back, drilled deeper, converted to a source or input well, or which are undergoing an y
type of workover that requires the use of a drilling or workover rig shall be considered the same as drilling
wells.

(4) Temporarily shut-down wells, which are not produced or worked upon for a period of a full calendar month,
shall not be included in the well schedule, provided however, wells shut in by governmental regulatory
body shall be'included in the well schedule only in the event the allowable production is transferred to some
other well or wells on the Joint Property . In the event of a unit allowable, all wells capable of producing
will be counted in determining the charge .

(5) Gas wells shall be included in the well schedule if directly connected to a permanent sales outlet even
though temporarily shut in due to overproduction or failure of purchaser to take the allowed production .

(6) Wells completed in multiple horizons, in which the production is not commingled down hole, shall be con-
sidered as a producing well for each separately producing horizon .

C. The well rates shall apply to the total number of wells being drilled or operated under the agreement to which
this Accounting Procedure is attached, irrespective of individual leases .

D. The well rates shall be adjusted on the first day of April of each year following the effective date of the agree-
ment to which this Accounting Procedure is attached . The adjustment shall be computed by multiplying the
rate currently in use by the percentage increase or decrease in the average weekly earnings of Crude Petroleum
and Gas Production Workers for the last calendar year compared to the preceding calendar year as shown by
"The Index of Average Weekly Earnings of Crude Petroleum and Gas Production Workers" as published by the
United States Department of Labor, Bureau of Labor Statistics . The adjusted rates shall be the rates currently
in use, plus or minus the computed adjustment .

6 . For the construction of compressor plants, water stations, secondary recovery systems, salt water disposal facili-
ties, and other such projects, as distinguished from the more usual drilling and producing operations, Operator
in addition to the Administrative Overhead or Combined Fixed Rates provided for in Paragraph 2 and 4 of this
Section iII, shall charge the Joint Account with an additional overhead charge as follows :
A. Total cost less than $25,000, no charge .
B. Total cost more than $25,000 but less than $100,000, 3_% of total cost .
C. Total cost of $100,000 or more, _3 % of the first $100,000 plus _3 _r of all over $100,000 of total cost .
Total cost shall mean the total gross cost of any one project . For the purpose of this Paragraph the component parts
of a single project shall not be treated separately and the cost of drilling wells shall be excluded .

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

IV. BASIS OF CHARGES TO JOINT ACCOUNT
Subject to the further provisions of this Section IV, Operator will procure all Material and services for the Joint Prop-
erty . At the Operator's option, Non-Operator may supply Material or services for the Joint Property .
1 . Purchases

Material purchased and service procured shall be charged at the price paid by Operator after deduction of all dis-
counts actually received .
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2 . Materia l furn ished from Operator's Warehouse or Other Properties at miniummm freight rates
A. New Material (Condition "A" )

(1) Tubular goods, two inch (2") and over, shall be priced on Easterr/Mill base ( i . e . Youngstown, Ohio ; Lorain ,
Ohio ; and Indiana Harbor, Indiana) o +i-a4vir ime►wi-~ioati-besie-effective at date of movement and f . o. b.
railway receiving point nearest the Joint Property, regardless of quantity . In equalized hauling charges ,
Operator is permitted to include ten cents ( lOc) per hundred-weight on all tubular goods furnished fro m
his stocks in lieu of loading and unloading costs sustained .

(2) Other Material shall be priced at the current replacement cost of the same kind of Material, effective at dat e
of movement and f . o . b. the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available .

(3) The Jciint Account shall not be credited with cash disrounts applicable to prices provided for in this Para -
graph 2 of Section IV .

B. Used Material (Condition "B" and "C„ )
(1) Material in sound and serviceable romciiticm and siiitable for reuse without reconditioning, shall be classifie d

as Condition "13" and priced at seventy-1'ive per cent. (75' ; ) of the current price of new Material .
(2) Material which cannot be classified as Condition "}3" but which ,

(a) After roaondit.iuning will be further serviceable for original function as good secondhand Material
(Condition "B"), or

(b) Is serviceable for original function but substantially not suitable for reconditioning, shall be classifi -
ed as Condition "C" and priced at fifty per ccuht (50~ ;.) of current new price

. (3) Obsolete Material or Material which cannot be classified as Condition "B" or Condition "C" shall be price d
at a value commensurate with its use . Material no longer suitable for its original purpose but usable fo r
some other purpose, shall be priced on a basis comparable with that of items normally used for such othe r

purpose .
(4) Material involving erection costs shall be charged ~.t applicable percentage of the current knocked-dow n

. price of new Material .

3 . Premium Prices
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Section IV because o f
natioi-ial emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may
charge the Joint Account for the required Material at the Operator's actual cost incurred in procuring such Material ,
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing i s
furnished to Non-Operators of the proposed charge prior to . billing Non-Operators for such Material . Each Non -
Operator shall have the right, by so electing and notifyine, Operator within 10 days after receiving notice from
Operator, to furnish in kind all or pru•t of his share of such Material suitable for use and acceptable to Operator .

4 . Warranty of Material Furni shed by Operator
Operator does not warrant the Material furnished . In case of defective Material, credit shall not be passed to th e
Joint Acrount until adjustmenl has been received by Operator from the manufacturers or their agents .

5 . Equipmen t and Faci l i ties Furn ished by Ope rator
A . Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost o f

ownership and operation . Such rates shall include cost of maintenance, repairs, other operating expense, in -
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provide d
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property i s
located . Rates for automotive equipment shall generally be in line with the schedule of rates adopted by th e
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charge s
against Joint Property operations . Rates for laboratory services shall not exceed those currently prevailing i f
performed by outside service laboratories . Rates for trucks, tractors and well service units may include wage s
and expenses of operator .

B. Whenever requested, Operator shall inform Non-Operators in advance of the rates it proposes to charge .
C. Rates shall be revised and adjusted from time to time when found to be either excessive or insufficient .

V. DISPOSAL OF MATERIA L
The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion "A" or "B" Material . The disposition Of surplus Controllable Material, not purchased by Operator, shall be subject
to agrecmerit between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Jci+nt Property .

1 . Material Purchased by the Operator or Non-Operator s
Material purchased by either the Operator or Non-Operators shall be credited by the Operator to the Joint Account
for the month in which the Material is removed by the purchaser .

2. Division in Kind
Division of Material in kind, if made between Operator and Non-Operators, shall be in proportion to the respective
interests in such Material . The Parties will thereupon be charged individually with the value of the Material re-
ceived or receivable . Proper credits shall be made by the Operator in the monthly statement of operations .
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3. Sales to Outsider s
Salrs to outsiders of Material from Ihe Joint Property shali be credited by Operator to the Joint Account at the net
amount collected by Operator from vendee . Any claim by vendee related to such sale shall be charged back to the
Joint Account if and when paid by Operator .

VI . BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUN T
Material purchased by either Operator or Non-Operators or di'vided in kind, unless otherwise agreed to between
Operi~tor and Non-Operators shall b e prieed 'un the following basis :

1, New Price Define d
New price as used in this Section VI shall he the price specified for New Material in Section IV .

2 . New Materia l
New Material (Condition "A"), bving n ew Material procuued for the Joint Property but never used, at one hundred
per cent (100'" ; ) of current new priev (plus sales tax if any) .

3. Good Used Materia l
CTood used Mat.erial (Condition "B"), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning :
A . At seveiitv-fivc per cent ( 7 5' ;•) of ciu•rctit new price if Material was charged to Joint Account as new, o r
B. At sixty-five per cent (6 5" ;•) of current new pricc if Material was originally charged to the Joint Account as

.wcondh .ind at srvont .y-five percent (75'<') of now price .

4. Other Used Materia l
Used Material (Condition "C""), at fifty per cent (50 1"; ) of cu•rent new price, being used Material which :
A. Is not in sound and ::ervicrnble condition but siiital-ile for reuse after reconditioning, or
B. Is sarvice .ible for original I'unctioit hut not suitable for reconditioning .

5. Bad-Ordcr Materia l
Material (Condition "D"), no longer suitab1e for its ori~inal purpose without excessive repair cost but usable for
some other purpose at a price c<amparahle with that of items normally used for such other purpose .

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

7 . Temporarily Used Materia l
When the use of Material is temporary and its service to the Joint Property does not justify the reduction in price as
provided for in Paragraph :1 13 of this Section VI, such Material shall be priced on a basis that will leave a net charge
to the Joint Account consistent with the value of the service rendered .

VII . INVENTORIES
The Operator shatl maintain detailed records of Material generally considered controllable by the Industry .

1 . Periodic Inventories, Notice and Representatio n
At reasonable intervals, invenluries shall b e taken by Operator of the Joint Account Material, which shall include
all such Material as is ordinarily considered controllable . Written notice of intention to take inventory shall be
given by Operator at least thirty (30) days before any inventory is to begin so that Non-Operators may be repre-
sented when any inventory is taken. Failure of Non-Operators to be represented at an inventory shall bind Non-
Operators to accept the inventory taken by Operator, who shall in that event furnish Non-Operators with a copy
thereof .

2 . Reconciliation and Adjustment of Inventories
Reconciliation of inventory with charges to the Joint Account shall be made, and a list of overages and shortages
shall be jointly determ ined by Operator and Nan-Uper ;iturs . Inventory adjustments shall be made by Operato r
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator onl y
for shortages due to lack of reasonable diligence .

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

r .
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EXHIBIT "D"

ALMA PICKENS UNIT

STEPHENS COUNTY., OKLAHOMA

INSURANCE PROVISIONS

1 . Unit Operator shall comply with the laws of the State of Oklahoma as to

Workmen's Compensation and Employer's Liability . In the event Unit Operator

qualifies as a self-insurer in accordance with said laws, no insurance

covering such risks shall be carried as Unit Expense .

2 . Comprehensive General Public Liability Insurance with limits, (1) as to

Bodily Injury of not less than One Hundred Thousand Dollars ($100,000 .00 )

for each person and not less than Three Hundred Thousand Dollars ($300,000 .00)

for each accident, and (2) as to Property Damage of not less than One Hundred

Thousand Dollars ($100,000 .00) for each accident .

3 . Unit Operator shall carry or provide Automobile Public Liability Insurance
with limits of $100,000 for injuries to one person, $300,000 for injurie s
to more than one person in any one accident, and $25,000 for property damage .

Charges for Automobile Public Liability Insurance on Unit Operator's fully

owned equipment shall not be charged directly as Unit Expense but shall be

included in the rates charged for the use of such equipment .

4 . Unit Operator shall require each contractor and subcontractor engaged in

Unit Operations, in addition to complying with the Workmen's Compensatio n

Law of the State of Oklahoma to carry such other insurance and in such amounts

as Unit Operator shall deem necessary .

5 . No other insurance shall be carried or provided as Unit Expense hereunder .


