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EXHIBIT 16

CASING & CEMENT PROGRAM OF INJECTION WELLS

LOGAN "J" SAND UNIT

LOGAN COUNTY, COLORADO

Amt. of Csg.
5081"
5075"
5140°
5099
5168"'
5099
5060
5075

Size

5_1/2"
5_1/2“
5_1-/2"
4-1/2"
5_1/2"
5_1/2"
5_1/2"
5_1/2"

Wgt.
- 14
144
143
9.5#
15.5#
15.5#
144
14 & 15.5#

: Ly
J Sand TD or g
W/sx of Cmt. Perforations ' PBD
150 5026-29 5055 )
90 5033-40 5100
100 5080-83 5104
100 OH 5099-108 5108
150 5106-14 © 5159
150 5022-30 5085 ¢
85 5011-20 5085
200 4993-98 §o75 '

i e




EXHIBIT 2

Names and Addresses of Owners of Record

Within One=Half Mile of the Intake Wells

and Within One-Half Mile Outside the

Exterior Boundary of the Unit Area of the \((
Logan "J" Sand Unit, Logan County, Colorado (Lg -

AFFIDAVIT
STATE OF OKLAHOMA )
) ss.
COUNTY OF OKLAHOMA )
FRANKLIN D, HAMILTON, JR., being first duly sworn states:

4am, n employee of Gulf 0il Corporation, that on the 507/17 day of
Pri s 1969, I mailed a copy of the application to which
this Affidavit is attached by first-class mail, with postage prepaid, to each
of the persons listed below at the addresses indicated who has not heretofore
waived service of a copy thereof by execution of the Unit Agreement annexed
to said application as Exhibit 3:

Estella Green Glenn Green
Sterling Colorado P, 0. Box 398
Mesa, Colorado
Jessie Duncan
P. 0. Box 3008 Ralph E. Green
Modesto, California Route 2
Sterling, Colorado
Edna A, Green
™~ 1334 Franklin Street Frank J. Green
Colorado Springs, Colorado Route 2
Sterling, Colorado
Harry D. Green
8307 Ames Way Doris Ruth Grauberger
Arvada, Colorado 322 Magnolia Lane
Sterling, Colorado
E. Stanley Green
2660 Marilee Lane Ginther, Warren & Company
Houston, Texas 2438 Bank of Southwest Building
Houston, Texas 77002
N. C. Ginther
506 Bank of Southwest Building Point Corporation
Houston, Texas 77002 P. 0. Box 13034
" Houston, Texas 77019
H. C. Robinson

1400 First City National Bank Karl S. Warren
Building 6713 Michaels Drive
Houston, Texas 77002 Bethesda, Maryland
Patrick H. Welder, Jr. Wunderlich 0il Company
P. 0. Box 1160 P. 0. Box 359
Victoria, Texas 77903 Palo Alto, California
Eddie E. Uhler Guest and Moller 0il Company
220 North Fourth Street 4726 Jacksboro Highway, Unit H
Sterling, Colorado Wichita Falls, Texas
State Board of Land Commissioners Inter-American Petroleum Corporation
201 Columbine Building 609 East Speer Boulevard
1845 Sherman Street Denver, Colorado

Denver, Colorado 80203
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Paul F. Barnhart

600 Post Oak Bank Building
2200 South Post Oak Road
Houston, Texas 77027

TransOcean 0il, Inc.

17th Floor Houston Natural
Gas Building

Houston, Texas 77002

Vern Walker, Co-Trustee for

Devisees under Will of William

E. Walker, Deceased
Cozad, Nebraska 69130

Josephine Johns

c/o George Frew

2201 Newark Street
Aurora, Colorado 80010

Toltek Driliing Company
380 Denver Club Building
Denver, Colorado 80202

Rachel P. Yenter
c¢/o Commercial Savings Bank
Sterling, Colorado 80751

Joseph B. Gould
Kitteridge Building
Denver, Colorado 80202

HL M Drilling Company
920 Patterson Building
Denver, Colorado 80202

Howard C. Warren
2438 Bank of Southwest Building
Houston, Texas 77002

Plains Exploration Company
1135 Petroleum Club Building
Denver, Colorado 80202

Victor Price and Blanche Price
625 North Lowe
Hobart, Oklahoma 73651

Allen M. Biggerstaff
P. 0. Box 11
Aspen, Colorado 81611

Winifried G. Richardson
2749 Carmel Drive
Great Falls, Montana 59401

Ruby Stradlin
Sterling, Colorado 80751

Jim Frew

c¢/o George Frew

2201 Newark Street
Aurora, Colorado 80010

Olive F. Yenter

c/o Reynolds & Reynolds
P. 0. Box 111

Sterling, Colorado 80751

Martin J. Peterson and Catherine R.
Peterson

622 Broadway

Sterling, Colorado 80751

Ethyl Thomas, Co-Trustee for
Devisees under Will of William
E. Walker, Deceased

Cozad, Nebraska 69130

Josephine Frew

c/o George Frew

2201 Newark Street
Aurora, Colorado 80010

Edward Knutson
Route #1
Steamboat Springs, Colorado 80477

Chief Drilling, Inc.
1022 Midland Savings Building
Denver, Colorado 80202

Shell 0il Company
1700 Broadway
Denver, Colorado 80202

Victoria, Johnson & Company
P, 0. Box 1698
Victoria, Texas 77901

Texaco, Inc.
P. 0. Box 30
Sterling, Colorado 80751

Frank Walsh
P. 0. Box 30
Sterling, Colorado 80751

Wilbur L. Ginther
2438 Bank of Southwest Building
Houston, Texas 77002

Virgil C. Rieke
Route #2
Sterling, Colorado 80751

Conrad Luft, Jr.
Route #3 Highland Park
Sterling, Colorado 80751

Virgil Lees
Sterling, Colorado 80751

George Frew and Elizabeth Ann Frew
2201 Newark Street
Aurora, Colorado 80010
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FRANKLIN D, Hmrlﬁbu JR,

Subscribed and sworn to before me this _30th day of
April , 1969,

Sfoitrei By slle,

Notary Public /

My commission expires:

Januar}; 8, 1972.

T
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.or oth:r instrument agr eing to be heund by the provisions hereof;

251

UNIT AGREEIENT

LOGAN "J" SAND U“'T LOGAN_COUNTY, COLORADO

THIS AGREEMENT, entered Into as of the 24th day of May, 1968, by the

parties who have signed the criziral of this Instrument, a counterpart thereof,

WITNE SSETH:
WHEREAS, in the interest of the pugiic wslfare and to promote couservation
and ivcrease the u1timat§ reccvery of oll, gas, and associated minerals from the
Logan "J" sand Unit, in Loga- ounty, Staze ;f Colorado, and to protect the riéhts

of the owners of interests therein, it is dezmed necessary and desirable to enter in-

‘3 this agreement to uniltizz the 0:i1 and GasiRights in and to the Unitized Formation

in order to conduct a seconda:":ecOQery, pressure naintenance, oxr other recovery
program as hevein provided, beL:g a program contemplated and authorized by Article 6
of Chapter 100 of the Colorado Revised Statutes, 1963, as amended,
RoW, THEREFORE, in ceasideration of the premises and of the nutual agree-~
ments herein c0ﬂtalned it is agreed as foll;ﬁs:
VARTICLEYI
DEFINIT&ONS
As used in this agreemeni, the terés herein contained shall have the%fol-
loving meaning: . ‘ V -

1.1 Unit Avea meane the lands described by Tracts in Exhibit A and shoun

en Exhibit B as to which this aéreemen: becomes effective or to which it may be ex-’

- tended a3 herein provided,

1.2 ynitized Fermation means that subsurface portion of the Unit Area
éoamo:ly known as the "J" Sand ¢f the Graneros Series of the Cretaceous Age which
1s encounterad between 5044 feet and 5119 feet, inclusive, below the surface in the
Monzoe-Riacks No. 2 well 1scated in the SW/4 SE/4 of Section 1, T. 8N., R. 54“., of the
6th B.M.

1.3

¢, gaseous substances, sulphur

contained In gas, conder sate,'dis:illate, and 2ll asscciated and constituent liquid

or liquefiable hydrocarbsns within ox produced from the Unitized Formation.

[ET7MIITT e

)
'
1

i

\
C/ 0
__JL/\AIL_‘JLJ’ /L.J u L.]\.J L
s an interest in Unitized Substances by virtue

-of a lease, operating agreement, fee title; oy otherwise, including a carried
intere§t, vhich interest is chargeable with and obligated to pay or bear, either in
cash ov out of preduction or otherwise, all or a portion of the cost of drilling,
“developing, producing, and cperating the Unitized Formation,

1.5 Royalty Int

a right to or interest in any portion of the

Unitized Substances or proceeds thereof other than a Working Interest,

1.6 Royalty Ovmexr means a party hereto who ouns a Royalty Interest.

1.7 Working

interest Ovner means a party hereto who owns a Working
Interest, Thé owner of oii and gas vights that are frge of lease or other ihstru-
ment cdnveying the Working Interest to another shall be regarded as a Working
Interest Owner to the extent of seven-eighths (7/8) of his interest in Unitized
Substances, and as a Royélty Ovner with respect to his remaining»one-eighth (1/8)
interest therein.

1.8 Tract means each parcel of land described as such and given a Tract

meer in Exhibit A,

1.9 Unit Cpervating Agrecment means the agreement entitled "Unit Operating

Agreemzat, Logan "J'" Sand Unit, Logan County, Colcrado," of the same effective
date as the effecgive date of this ;greement, and which is entered into by Working
Interest Owners,
1.10 Unit Operator means the Working Interest Owner aesiénated by Working
Interest Owners under the Unit Operating Agreemeﬁt to develop and cperate the
ﬁnitized Formation, acting as op;rator.and not as a Working interest Ouner.
. 1.11 Tract Participaticn means r_he-percentage shovm on Exhibit "A" for

'
allocated Unitized Substances to a Tract under this agreement. On Exhibit "A" there

is shown fér each Tract a Primary Tract Participation and a Secondary Tract Partici-
pation. The érimary TractvPérticipation shall be the effective Tract participation
#s to that portion of the total Unitized Substances produced each calendar month, or
fraction thereof, equivalent to 40 over the. average daily nﬁmber of barrels of oil
produced, saved‘and sold during such calendar month or fraction thereof, times the.
total amount of Unitized Substances precduced during §uch périod or 100%, whichever
is the lesser; entil such time as there shall have been produced, saved and sold
from the Unitized Formation a total of 35,000 barrels of oil from NovemberAl, 1968.
Secondary Tract Participatien shall apply to that portioﬁ of all Unitized Substances
in excess of that frzctional perticn determined to be Primary Tract Participation in
‘accordance with the foregoing and to all'UniEized Substances produced after recovery

of the aforesaid 35,000 barrels of oil.
1.12 Unik Participazion of each Werking Interest Owner means the sum of
S B " .

the percentages cbtained by scultiplying the Working Interest of such Working Interest

Owaer 1. each Tract by the Tract Farticipatien of such Tract,

1.13 Qutside Suhstances means all substances obtaismed from any source other

than the Unitized Formatica and which are injected Info the Unitzed Formation,

1,14 041 and Sas Righte means the right to explore, develop, and operate

lands within the Unit Ares for the preduction of Unitizsd Substances, or to share

in the production se cbtained or the proceeds thereof.

[

1.15 Ynit Operations msens all operations conducted by Working Interest

Owners or Unit Operator pursusnt to this agreemsnt and the Unit Operating Agrecment
fer or on account of the develcpzent and operaticn of the Unitized Formation for
the production of Unitized Sub;tgzcgs.‘

1.16 Unit Equipment magn§_a};_per§cnal property, lease and well equipment,
plants, and orther facilities and equipment taken over or otherwice acquired for the
joint account for use in Unit Cperaticns,

1.17 Unit Expense mea;slail_cos;, expense, or indebtedness incurred by
Working Interest Owners or Unit Oﬁérator“to_this agreement and the Unit Operating
Agreement for or om acccunt of Unit Operations,

1.18 Unless the centext otherwice clearly indicates, words used in the
singular include the plural, the plural include the singular, and the neuter gender

include .the masculine and the feminine,

ARTICLE 2
' EXHIBITS
. 3 2.1 Exhibits, Attached heret-o”are the following exhibits which are in-

corporated herein by reference; - o
2.1.1 Exhibit A, which is g_éche?u}e that describes
eagh’Tr;ct in the Unit Area and shows its
Tract Pgrtigipation.
2.1.2 Exhibit B, which iIs a map that shows the bcun-

-dary lines of the Unit Area and the Tracts herein.

2.2 Reference to Exhititz, UWhen reference herzin is made to an exhi@%t,

the referecse is to the Exhibit as originally attached or, if reviced, to *he latest

revision,

2.3 Exhidits Coreidersd Coszect. An exhibit shall be considered to be

coxrzct until revised 2s hereln previded,

._3_’
o

itz shspes and descripiion of the respective
Tracts have been established by uveing ths best info'"a*lvn ava 1abl° If it sub-

sequently appeavs that a.y Tracc beca uge of d1\<r<e royalty ox worklno interest
ownership cn the effective date heresf, ~hcuLd be divicdzad into more than one Tract,

or that any mechanical miscalevistisn hie been made, Unit Operator, with the

approval of Working Interest Owners, wmay correct the mlsrake by revising the exhi-

bltb to conform to the facts, The revieion shall not include any re~evaluation of
s Y
engineering oxr geological Interpretaticns useq in determining Tract Part*cipation.

Each such revision of an exhibic shall be effective at 7:00 a,m, on the first day
of tha calendar wmonth next follcwing the filing for record of the revised exhibit

on or, such other date as msy bz dcterm-ned by Working Interest Owners and set forth

in the revised exhibit,

2,5 Filing Revised Exhibits, 1If an exhibit is revised pursuant to this
agreement, Unit Operator shall cesrtify and file ths revised exhibit for record in

1

the Gounty or Counties ia which thiz agre “:ﬁt_is filed.
‘ ’ : ARTICLE 3
CREATION AND EFFECT OF WNIT

3.1 041 and Gas Right 22 Unitized, Subject to the provisions of this

(2

agreement, all 0il anﬁ CGaz Righte of Royalty Owners in and to the launds described
in Exhibit A, and all 0il aud Gas Rights of Wosking Interest Cwners in aﬁd to said

lands, ave hereby unitized inso ofar as the respsctive 0il ard Gas Rights pertaih to

the Unitized Formatfon, g5 that cp

m

ratizns may be qonducted as if the Unitized
Formation had been included in a single leass exacuted by all Royalty Owners, as

lesgors, in favor of all Workinag I

Owners, zs lessees, and as if the lease

.had been subject to all cf the provisicns ‘of this agresment,

3.2 Perscnal Froperty Exceptad. All leasz and well equipment, materials,

and other facilities heretofore or hereafter pléﬁed iy any of the Working Interest
-Owners on the lands covered hereby shall be dezmed to be and chall remain personal

property belonging to and msy be removed by the Working Interest Ownsrs, The rights

-and interests therein as smong Working Interpst Qwners are covered by the Unit Operat-

ing Agreement,

3.3 Amendmen: of iﬁases nd Other Azrecwents. The provisions of the
various leﬁses, agreemeale, division ard trenefer ordérs, or other instruments cov-
ering the respective Tracts or the prcdactxfn‘rhe:e feen are amended to the exteat
necés ary to make theﬁ conform to the provisions of this agrzement, but othérwise

" shall régain in effect, : -
3.4 Coatinuaticn of leascs and Term Rovalties. ‘Operations, including drilling

_oparations, conducted with respect to the Unitized Formation on any part of the Unit Avea,

or production from any paré of the UniFized Formaticn, except for the purpose of determin-
ing payments to Royalty Owners, shall be considered as cgerations upon or production from
each Tract, and sucﬁ operations or production shall ccntinuc’in effect each lease or temm
royalty interest as go all lands covered thereby just as if such operations had been

conducted and a well had bzen drilled on and was producing from each Tract.

3.5 Titles Unaffected by Unitization. Nothing herein shall be construed to
result in the transfer of title to the 0il and Gas Rights by any party hereto to any
party or to Unit Operator. The intention is to provide for the cooperative development
and operation of the Tracts and for the sharing of Unitized Substances as herein provided.

3.6 Injection Rights. Royalty Owners hereby grant unto Working Interest
Owners the right to inject into.the Unitized Formation ény substances in whatever amounts
Working Interest Owners deem expedient for Unit Operations, including the right to drill

and maintain injection wells on the Unit Area and to use producing or abandoned oil or

_.as wells for such purposes,

3.7 Development Obligatici. Nothing herein shall relieve Working Interest

Owners from the obligatien to deveiép reasonabl& as a whole the lands and leases
committed hereto.
ARTICLE 4
.PLAN OF OPERATIONS
4.1 Unit Operator. Working Interest Owners are, as of the effective date of
this agreement, entering into the Unit Operating Agreemeﬂﬁ, designating Gulf 01l

Corporation as Unit Operator, Unit Operator shall have the exclusive right to conduct

.Jnic Operatloﬁs. The operations shall conform to the provisions of this agreement and

the Unit -Operating Agreement, If there is any conflict between such agreements, this
agreement shall govern,

4.2 Operating néthod . To the end that the quantity of Unitized Substances
ultimately recoverablevmay be increased and &aste pre§en£ed, Working Interest Owners shall,
with diligence and in accordance with good eﬁgineering énd production practices, conduct

secondary recovery operations by means of injecting water into the Unitized Formation,

4.3 Change of Qper;ting»ﬁethods. Nothing herein shall prevent Working
Interest Owners from discontinuing or changing in whole or in part any method of
operation which, in their opinion, 1s no lenger in accord with good enginc.ring or
p;odﬁction practices. Other methods of cperation may be conducted or changes may

be made by Working Interest Qwmners from time to.time if determined by them to be

SN -5-
oF
‘feasible, necessary, or degirablse to increase the ultimate recovery of Unitized
i 2 2

Substances,
ARTICLE 5
IRACT PARTIGIPATION
5.1 Tract Participaticn, The Tract Participation of each Tract is shown

in Exhibit A.

5,2 Relative Tract Farticiﬁaticns. ‘If the Unit Arca is enlarged or
reduced, the revised Tract Farticipaticns of the Tracts remaining in the Unit Area
and vhich were within the Unit Area pricr %o the eﬂlargement or reduction shgll
remain in the sams ratio core to sdnciher,

ARTICLE 6

ALLOCATION OF UNITIZED SUBSTANCES

6.1 Allccaticn cf Trzcts, All Unitized Substances .produced, except‘that

used in Unit Operations or ﬁnavoidabiy lcst, shall Se allocated to the several Tracts

‘n accordancze with the reepective Tract Farticipations. The amount of Unitized
.Substaﬁces allccated to each Tract, regardless cf whether it {s more or less than

the actual production of Unitized Suhstances from the wsll or wells, 1f any, on
) al p » y

such Tract, shall be deemed for all purposss to have beszn produced from such Tract.

6.2 Distryibution Wirhin Tracts, The én-tized Substances allocated to
‘each Tract shzall be distributed'among; cr accounted fof, to thg parties éntitled
to share in the production from such Tract in the same manner, in the same prépor-
tions, and upon the same cenditions as they would have participated and shared in
the production from such Tract, or in the pr;ceeds thereof, had this agreement not
.een entered into, and with the same legal effect. 1If any pi’.l and Gas Rights in a
Tract hereafter become divided and owned in ;éveralty as to different parts of the
Tract, the ewners of the divided iﬁta:ests, in the absence of an agreement provid-
ing for a different divisien, shall ehare in};he Unitized Substances allocated ;o
ihe Tract, or in the proceeds tﬁarsof, in pr;portion to the surface acreage ofbtheir

respective parte of the Tract.

6.3 Taking Unitizsd éubstiﬁcas ianind. The Unitized Substances allécéted
to each Tract shall be delivergé in kind to the respective parties entitled thereto
by virtue of the ownership ¢f 0il and Gas Rights therzin or by purchase from such
owners, Such parties shall have tha right to construct, maintaln, and operate within

the Unit Area all nscessary facilizlee for that purpsse, provided that they are so
>4 purg P Y

e . o -
Egnstructed, raintained, and cperai:sd 23 not bo interfere with Unit Operations., Any
extra expenditures incurred by Unit Opexator by rasson of the delivery in kind of
any pcz!lon of the Unitized Substancss shall b2 berne by the receivihglparty. 1f
a Royalty Owner has the right to tale in kind & share of Unitized.Substances and
fails to do éo, the Working In:sfest Owaex whose Workiﬁg Interest is subject to
such Royalty Interest shall bz entizled te take in kind such chare of the Unitized

~

Substances,

6.4 Failure to Take Ia Kind. 1If a.& pasty fails to take in kind ox
3

separately dicpose of {ts share of Unitized Substances, Uni:t Operator shall have
the rizht, for the time being and s ;Ejsc: to revecation at will by the part; owning
the share, to pittchase for Iits cwn acccunt or €21l to others such share;‘proviAed
that, a11 contracts of sale by Uniu Operator of any other pavty's shave of.Unipized
SUbétances ehall be cnly'f?; such reasenzble perlods of tima ae are consistent with
the minimuam nseds of ghe indﬁstry under the circumstances, but in no event shall

any such centract be for a paricd in excess cfvcne y&ar. The proceeds of the Unit-
‘d Substances go disposed of by Tnit Ope':a::or shail be pa'id to the party entitléd

thereto,

6.5 Responsibility for Royalty Settlements, Any pavty receiving in kind

or separately disposing of all ov part of the Unitized Substances allocated to any
Tract or receiving the procesds thsrafrem shall te respensible for the payment.
thereof to the persons entitled thereto, and ¢hall indemnify all parties hereto,

including Unit Operatox, againet ary 1isbility for zll royalties, overriding roy-

alties, production paymente, aad all other p%ymen:s chargeable against ot'payable
":‘of such Unitized Substances or the proceeds therefrom,

S, If any Outside Substance is injected

6.6 Royai:y on Cutside Subst

into the UnitZzed Formation, cne-Lumdred pezcent (100%) of any like substance con-.
tained ia Unit 1zcd Subst r;es s;bseq wanrly p:cd;ced and ‘eold, or used for other than
Unit Operaticons, shall be desmed to be tha Outside Substance so Iinjected until the
tptél volume theresof equals the total volume cf the Qutside Squ*ance so injected,
No payrents shall bs due or payzble to Royalty Owaezs on OutSLde Substanres.

ART}CLE 7

FRODUCTICN AS CF THE EFFECTIVE DAIE

011 ia leszze Tarke, IUnit Ope:atcr,shall gazge all lease and other tanks

within the Unit Arei &o as ce:LaLn tke awuunt of m,:chanfab’e o0il produced from
the Unitized Formation in such tznke, above the pipe line connections, as of
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the parties entitlsd thereto the same as if the unit had not been formed. Any such
0il not preaptly removed may be sold by the Unit Operator for the account of the
parties entitled thersto, subject o the paymsnt of all royalties, overriding royal-

the previsions of the appli-

ties, production payments, and ali cther paym
cable lecase cr other contzacte.
ARTICLE 3
USE OR LOSS OF FNI%IZED S?E TANCES

8.1 Use ef Unitized Sut

2. Working Interest Owners may use 'as much

of the Unitized Substances a3 they .decx necessary for Unit Operators, Including
but not limited to the injestisn theareof Into the Unitizad Format;on.

8.2 Royalty Payments, No royalty, overriding royalty, production, or
other payments shail be payable Cpon, Cf.wiﬁh respect to, Unitized Substances used
or consumed in Unit Operations, ¢r which otherwise may te lost or consumed in the

"odﬁction, haadling, treating, trans *port ticn, or storing of Unitized Substances.

ARTICLE

L

UNIT TRACIS
Unit Tracts. On and after the effective date hereof and until the
enlargement or reduction thercof, the Lait Area chall be composed of the Tracts
listed in Exhibit A. -
ARTICLE 10

EASEMENTS CR USE OF SURFACE

10,1 Grant of Eagerznte, The pazties hereto, to the extent of their
rights and interests, hereby grant to Working Interest Ow:e;s the right to use
as much of the surface of the land within the Unit Area as may reasonzbly be nec-
‘essary for Unit Operatione, :

10,2 Suxface Damspes. Working Intsrest Ownere shall pay the ownér for
damage to growing crops, timber, Lences, improvemsnts, and structures oa the Unit
Area that result from Unit Cperations.,

ARTICLE il
CHANZE GF TIILE

"11.1 Covenszznt Runaizng Witk ths 1end., Thiz agreement shall ext.d to, be

i

binding upen, and inure to the bexnefit of, the respective helrs, devisees, legal
representatlives, sucéessors, and assigns of the parties herete, and shall constitute -

-8-
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lands, lezazes, and

‘a covenant running with the

11,2 Rotice of Transfer.
est owred by any pasty hereto with respect to a

subject to thie agreemsnt, No change of title
or upon any party hereto oths:‘than the party ¢
of the Culcnd :r month next succeeding the date
photocopy or a certified copy of the recorded i
-ownership,

11.3 Waiver of

Rights %

durxng the existence of this ag 11

h
b
g
4]
tr
-
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o
w

the Unit Area or the Unit Equipument,

laws authorizing such partition,

’ ARTICIE 12
RELATIONSHZP OF
12,1 Ro Partnership.

parties heret ‘0 are intended to be eave

ment is not intended to create, zad ¢hall nct b

or trust, or to impose a partnership duly, obtli

any one or more of the partie: hereto. Each pa

sponsible for its own obligations as herein pro
12.2 Ro Sharigg“pf Market. This agr
shall not be construed to provide, dirsctly cr
ing, joint sale, or marketing of Uni tizéd_Subs

=5

and shall not be construed to impose, upeon any

12.3 Royalty Owaers Free of Costs.

Unit Expense unless such Royalty Owncr is other

12.4 Information to Royzlity

]
u.
cr
Q

211 information in possesélon of Unit Operator

by an existing agresment with -any Working Inter

ARTICLE 13

Thae duties, obligati

ral and not joint or collective,

interests covered hereby,

Any convtysnce of all or any part of any inter-

3

¥ Tract shall be made expressly
shail be binding on the Unit Operator,
o tr%nsferring, until the first day
of receipt by Unit Operatoxr of a

nstrumsnt evidencing such change in

Each party hereto covenants.that,

not resort to any action to partition

and to that extent waives ths beneflts of all

PARTIES
ons, and liabilities of the
This agree-
¢ construed to cr?ate, an association
gation, or iiability with regara to
tty hereto shall be individually re-
vided,

eement is not intended to provide, and

indirectly, for any ccoperative refin-

tances,

This agreement is not ihteqded to impgse,
Royalty Owner an obligation to pay for
wise so ocbligated.

Each Royalty Ouner shallzbe entitlea to
to which such Royalty Owner is entitled

est Owmer,

Lawe and Regelaticns,

Thie agze

vation laws of the $tate of Coloradeoj ts the va

the 0il and Gas Conservation Comxissina of the

.applicable federal, state, and municipal laws,

“ ’9'..

azrent shall be subject to the comser-
1id rules, regulations, and orders of

State of Colorado; and to all other

rules, regulations and orders. <R
ARTICLE 14
- FORCE HMAJEURE
Force Majeure. All obligaticns imposed by this agrecient on each
party, ‘except for the payment of money, shall be suspended while compliance is pre-
vented, in whole or kn part, by a strike, fire, war, civil disturbance, act Bf God;
by federal, state, or municipal laws; by any rule, regulation, or order of a govern-
mental agency; by inabilfty to secure materials; or by any other causes beyond

reasonable control of the party. No part shail be required against its will to
3 y I 2 q

"adjust or settle any labor dispute. WNeither this agreement nor any lease or other

. , - .

instrument subject hereto shall be terminated by reason of suspension of Unit

Operaticns due to any ona or more of the causes set forth in this Article.
ARTICLE 15

EFFECTIVE DATE

This agreement shall beccme binding upon each party as of the date

such party signs the instrument by_which it beccmes a party hereto and shall become

.ffective at the time and date as determined by the Working Interest Owners and set

forth in a certificate filed for record by Unit Operator in Legan County, Colorado.

The certificate shall not be filed until after this agreement has been approved by

the 0i1 and Gas Conscrvation Commisslon of the State of Colorado. If said
certificate is_noi filed befeore Octcober 1, 1969, this agreement shall ipso facto
terminate, .
ARTICLE 16
TERM
16.1 Tersm, The term of this agreement shall be for the time tﬁat Unitized
Substances are produced in paying gquantities and as long thereafter as Unit Operations

are conducted without a cessation of more than ninety (90) consecutive days, unless

sooner terminated by Working Interest Cumers in the manner herein provided.

16.2 Termination by Working Interest Cwners, This agreement may be termi-
nated by Working Interest Owners having a combined Unit Participation ofvat least
éixty-fivg percent (657%) whenever such Working Interest Owners determine that Unit
Operations are no longer profitable or feasible.

16.3 Effect of Termination. Upon termination of this agreement, the

further development and operation of the Uniiized Formation as a unit shall be

abandoned, Unit Operaticns shall cease, and thereafter the pzrties shall be govérned

by the provisicns of the leases and other instruments affecting the separate Tracts.
LS

16,4 Salvaging Eqvipment Upen Termination. If not otherwise granted by the
leases or other instruments.affecting each Tract unitized under this agreement, Royalty
Owners hereby grant Working IntercstvONAers a period of six (6) months after the date
of termination of this agresment within which to salvage and remove Unit Equimeng.

. ARTICLE 17
EXECUTION

17.1 Qriginal, Csuntervart, or Other Instrument. A person may become a party
% :

to this agreement by signing the original of this instrument, a counterpart thereof, or

other instrument agreeing to be bound by the provisions hereof. The signing of any such
. , A

instrument shall have the same effect as if all the parties signed the same instrument.

17.2 Joinder in Dual Can;cigy. Execution as herein provided by any party as
either a WOrkigg Interest Owner or a Reyalty Owner §h311 commit all interests that may
be owned or controlled b;.sgch p;rty.

» ARTICLE 18

-

. ' GENERAL

@ ..'18.1

relating wholly to Working Interest Owners may be made if signed by the Werking Interest

Amendments Affecting Working Interest Owners, Amendments hereto

Owners to be bound thereby, « o

18.2 Action by Uorking Interest Owners. Any action or approval required by

Working Interest Owners, hereunder shall te in accordance with the provisions of the
Unit Operating Agreement.

18.3 Lien of Unit Operator. Unit Operator shall have a lien upon the

interests of Working Interest Owners in the Unit Area to the extent grqvided in the
.qit Qperating Agreement.
ARTICLE }9
WAIVER OF NbTICE AND CONSENT TO HEARING

19.1 If upon Unit Operator's filing of an application for an order by the
0il and Gas Conservation Commission of the State of Colerado pursuant to Section
100-6-16, Colorado Revised Statutes, 1963, as aﬁended, that this Unithgreemenﬁ and the
Unit Operating Agreement referred to herein shall constitute said Commission's plan for
Unit Operations of the Unit Area ccvered hereby and E§r an order allowing seconda?y
recovery operztions therein by waterflcoding, gas or air injection, the parties hereto
shall be deemed to be "intere;ted parties” as that term is used in Section 100-6-7,
Colorado Revised Statutes, 1963, as amended, each party gereto entitled gb receive a
copy of such application in a;co:dance with said Colorado Revised Statutes and appli-':

cable rules promulgated by said Commission, including Rule 403 of Order 1-4 in Cause No. 1,

-11-
hereby waives the issuance and service of notice of the hearing to be held on such

applicatién and service ;f a copy of such application; provided, however, Unit Operator
shall furnish each Working Interest Owner hereunder by firs:t class mail a copy of such
application and notice of hezaring at least 26 days prior to the date of such hearing.
A ARTICLE 20
-~ i TAXES

20.1 The owners of (1) the surface vights to lands within the Unit Area, (2)

‘the several mineral or Royalty Interests in the unit formation and (3) the improvements

located sn the lands not utilized for Unit Operations, shall, to the extent required or
permitted by the laws of the state, individually be responsible for ghe rendition and
assessment for ad valorem tax phrposes of all such property, and for the payment of

such taxes, exéépt as otherwise provided in any contract or agreement between such

owners and a Working Interest Owner. If any ad valorem taxes are not paid gy such

owner responsible therefor when due, Unit Operator may, with approval of Working Interest

Owners, at any time prior to tax sale, or expiration of period of redemption after tax

Q\le, pay the same, redeem such property,' and diéc‘narge such tax liens as may arise

thtoﬁgh non-payment. Any such payment shall be treated as an item of Unit Expense,

Unit Operator shall, if possible, withhold from any proceeds derived from the sale of

‘Unitized Substances otherwise due to any delinguent taxpayer or taxpayers an amount

sufficient to defray the costs of such payment or redemption, such withholding to be
credited to the joint account. Such withholding shall be without prejudice to any other
remedy, either at law or at equity, which may be available for exercise by the Unit

Operator or by the Working Interest Owners. No taxes shall be charged to the State of

‘alorado, unless permitted by statute.

20.2 Vorking interest Owners and Royalty Interest Owners shall bé responsible,
to the exteﬁt requiréd or permitted by the laws of the state for rendition of returns
and payment of severance, o;cupatioﬁ, conservation and similar taxes measured by the
ﬁuantity.or value of Unitized Substances produced, except as otherwise provided in.any
contfact or agreement between Royalty Owne?s and Working Interest Jwners.

20.3 All Unitized Substances produced shall be deemed to have been produced
from each Tract in proportion to the share of such production to which the Working
Interest and Re 2lty Owners of each Tract are entitled under the provisions of this
agreement and_all renditions and returns required to be made under paragraphs 20.1 and
20.2 above with reference to the value or amount of Unitized Substances éroduced from f

each Tract shall for each Tract be based upon the amount or value of production tol,

R
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which the owners of said Tract axe entitled hereunder regardless of the location of the

well or wells by which said substances are produced. .
20.4 It is the intention cf the parties hereto that the execution of this

agreement shall in no way effect the responsibility of any gf the parties regarding

the rendering, paying or bearing any.taxes or assessments set forth in paragraphs 20.1

and 20.2 except to the extent said taxes are effected by the Qse of allocated production

fof each Tract in lieu of éctual production from such tract in rendering and computing

said taxes,

IN WITNESS WHEREOF, the parties hefeto héve executed this agreement on the
dates opposite their respective signatures.

E WORKING INTEREST OWNERS

DATE: ' . . : GULF OIL CORPORATION

° *
" : « ‘ Attorney-in-Fact

ROYALTY COWNERS
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UNIT OPERATING AGREEMENT

‘LOGAN "J" SAND UNIT, LOGAN COUNTY, COLCRADO

THIS AGREEMENT, entered into as of the 24th day of May, 1968, gy the
partieé whovhave signed the original of this instrument, a counterpart thereof,
or other instrument agreeing to be bound by the provisions hereof;

CWITNESSETH:

HHEREAS,‘the partles hereto as Working Interest Owners have executed, as
of the date hereof, an agreement entitied, "pnit Agreement, Logan “J" Sand Unit,
Logan Couﬁty, Colorado" herein referred to as '"Unit Agreement", which, among other
things, provides for a separate agreement Lo be entered into by Working Interest
Owners‘to provide for the development and operaﬁion of the Unit greas as therein
defined; ’

ROW, THEREFORE, in consideration of the mutual agreemeéts herein set forth,
it is agreed as follows:

- . ARTICLE 1
CONFIRMATION OF UNIT AGREEMENT

1.1 Confirmation of Unit Agreecment. The Unit Agreement is hereby con~-

firmed and by reference made a part of this agreement. The definitions in the
Unit Agreement are adopted for all purposes of this agreement, If there is any
conflict between the Unit Agreement and this agreement, the Unit Agreement shall
govern.
ARTICLE 2
. EXHIB 1Ts
2.1 Ezhibits., The following exhibits are incorporated by reference:
2.1;1 Exhibits A and B of the Unit Agreement.
2.1.2 Exhibit ¢, attached hereto, which i{s a schedule
showing the Whrking Interest of each Working Interest
Owner in each Tract, the percentage of total Unit
Participation attributable to each such interest, and
the total Unit Participation of each Working Interest
Ouner, Exhibit C, or a revision thereof, shall not be
éenélusive as to the information therein, except it pay
be used ag showing the Unit Participation of the Working

Interest Owners for purposes of this agreeﬁznt until shown

—~

to be in error or is revisad as herein authorized.
2.1.3 §§Eibi? D;»??Eth@d heret9, which is the Accounting
Procedure appliscable to Unit Operations., If there is
any conflict between this szgreement and Exhibit D, this
agreement shall govern.
2.1.4 Exhibit E, attached hereto, which contains insurance

provisions applicable to Unit Operatious.

2.2 Revision of Exhibits. Whenever Exhibits A and B are revised, Exhi-

bit € shall be revised acqor@iggly andrbe effgctive as of the_samg datg. Unit
Operator shall also revise Exhibit C from time to time as required to conform to
changes in ownexship of which Unit Operator has been notified as provided in the
Unit Agreement,
ARTICLE 3
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS
3.1 Qverall Sugarvisign.VVWo?Ring Interest Owners shall exercise overall
supervigion and control of 511 matters pertaining tq_Uni; Operations pursuant to
this agreement and the Unit Agreement. In the exercise of such suthority, each
Working Interest Owner shallfac; solely in its own behalf in the capacity of an
individual owner and not on behalf of the owners as an entirety.

3.2 Specific Authorities and Duties. The matters with respect to which

the Working Interest Owners shall decide and take action shall include, but not be
limited to, the following:

3.2,1 Method of Operation. The method of operation, including

‘ any type of presgure maintenance, secondary recovery, or

other recovery program to be employed.

3.2.2 Dprilling of Wells. The drilling of any well whether for
production of Unitized Substances, for uses as an
injection well, or for other purposes.

3.2.3 Well Rébompleticps and Change of Status. The recompletion,

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

of any well fer injection or other purposes,
3.2.4

3.2.5

3.2.6

3.2.7

3.2.8

3.2.9

Expenditures. »The making of any single expen-

diture in excess of Ten Thousand Dollars ($10,000.00);
prcvidqd that, approval by Working Interest Ouners of

the drilling, reworking, deepening, or plugging back of

any well ghall include approval of all necessary expenditures
requirgd therefor, and for completing, testing, and equipping
the same, incleding necessary flow lines, separators, and

lease tankage.

Disposition of Unit Equipment. The selling or otherwise
dispoeirg of any wajor item of surplus Unit Equipment, if ,
the current list price of new equipment gimilar thereto is

FiverTﬁousaﬁd Dollars ($§9000.00) or more.

Appearance Befcxe a Court or Regulatsry Apgency. The

designating of a representative to appear before any
court or regulatory agency in matters pertaining to Unit

Operations; provided that, such designation shall not prevent

.any Working Interest Owner from appearing in person or from

dgsignaﬁimg anather representative in {ts own behalf,
Audits. The»auditing of the accounts of Unit Operator
pertaining to Unit Operations hereunder; provided that,
the audits shall
(&) not be conducted more than once each year except
’ upon the resignation or removal of Unit Operator.
(b) be made at the expense of all Working Interest
Owners other than the Working Interest Owner designated
as Unit Operator, and
(¢) be made upon not less than thirty (30) days'

written notice to Unit Operator.

Inventories. The taking of periodic inventories under the

terms of Exhibit D.

Technical Services. The authorizing of charges to the joint

account for services by consultants or Unit Operator's techmical
personnel not coverad by the overhead charges provided by Exhibit

D.

3.2.11

3.2.12
3.2.13

3.2.14

Assienments To Committees. The appointment of committees

to study any problems in connection with Unit Operationms.

The remeval of Unit Operator and the selection of a

The enlargement of the Unit Area.
The adjustment and readjusyment of investments.,
The termination of the Unit Agreement.

ARTICLE 4

MANNER OF EXFRCISING SUPERVISION

4,1 Desgignation of Representatives. Fach Working Interest Owner shall

in writing inform Unit Operator o¢f the names and addresses of the representative and

alternate who are authorized to represent and bind such Working Interest Owner with

respect to Unit Operations. The representative or alternate may be changed from time

to time by written notice to Unit Operator.

4.2 Meetinps. All meetings of Working Interest Owners shall be called

by Unit Operator upon

Qes: Owners having a

its own moticn or at the request of one or more Working Inte-

tetal Unit Participation then in effect of not less than fifteen

percent (15%). No meeting shall be called on less than fourteen (14) days' advance

written notice, with agenda for the meeting attached. Working Interest Owners who

attend the meeting shall not be prevented from amending items included in the agenda

or from deciding the amended item or other items presented at the meeting. The rep-

resentative of Unit Operator shall be chairman at each meeting.

4.3 Voting Procedure. Working Interest Owners shall decide all matters

coming before them as

o 4.3.1

4.3.2

4.3.3

follows:
Voting Interest. Fach Working Interest Owner shall have
a voting interest equal to its Secondary Unit Participation,

Vote Required - Generally. Unless otherwise provided herein

or in the Unit Agreement, all matters shall be decided by

an affirmative vote of siktynfive percent (65%) or more voting
interest. Provided, however, that the vote of two or more
Working Interest Owners having a total voting interest of
more than 35% shall be required to defeat a matter before the
Working Interest Owners.

VYote at Meeting by Nonattending Working Interest Owner. Any

Working Interest Owner who is not represented at a meeting v'

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,
i

Working Interest Owners may vote on and

decide, by letter or telegram, any wmatter submitted in
wri;ing teo WOrking Interest Ownerz, Lf no meeting is
requestedg ag provided in Section 4.2, within fifteen
(15) days after the proposal is sent to Working Interest
bwngrso Unit Operator will give prompt notice of the
results of the voting te all Working Interest Owners.
ARTICLE 5
_VAxNDIVIDUAL RIGHTIS OF WORKING INTEREST OWNERS

5.1 Reservation of Rights. Working Interest Owners severally reserve to

themselves all their rights, except as ctherwise provided in this agreement and the
Unit Agreement.

5.2 Specific Rights., Each Working Interest Owner shall have, among others,
the following specific rights:

5.2.1 Access to Unit Area, Access te the Unit Area at

all reasonable times to inspect Unit Operations, all
‘ well_s, and the records and data pertaining thereto,

5.2.2 Reports. The righ; to recelve from Unit Operator, upon
written request, copiles of all reports to any governmental
agency, reports of cru@e oil runs and stocks, inventory
reports, and all other information pertaining to Unit
Operations, The cost of gathering and furnishing information
not ordinarily‘furnished by Unit Operator to all Working
Interest Owners ghall ge charged to the Working Interest

. Owners who reguest the information.
ARTICLE 6

) _ UNIT OPERATOR

6.1 TImitisl Unit Operator. Gulf Oil Corporation is hereby designated

as Unit QOperatoer.

6.2 Resignation, Unit Operator may resign at any time. A Unit Operator
that resigns shall not be releassd from its obligations hereunder forva period of.
tﬁre (3) menths after the resignation unless a successor Unit Operator has taken
over Unit Operations prior to the expiration of such period.

6.3 Selection of Successor. Upon the zesignation of a Unit Operator,

a successor Unit Operater shall be selected by Working Interest Owmers.

~5=
ARTICLE 7

AUTQORI&&ES AND DUTIES OF UNIT OFERATOR

7.1 Exclgsiv& Right to Operate Unit. Subjsct to the provisions of this
agreement and to instructions from Working Intevest Owners, Unit Operator shall :
have the exclusiye vight and beroblig&ted to conduct Unit QOperations,

7.2 Horkmanlike Conduct. Unit Operator shall conduct Unit Operations
in a good and workmanlike wanner as would a prudent operater under the same or
similar circumstances, Unit Operator shall freely consult with Working Interest
Owners and keep them infermed of all matters which Unlt Operator, in thé exercise
of its beét Judgment, consziders impertant, Unit Operator shall not be liable to
Working Interest Owners for damages, unleas such damages result from its gross

negligence or willful miscenduct.

7.3 Liens and Encumbrances. Unit Operater shall endeavor to keep the

lands and leases in the Unit Arez free from all liens and encumbrances occasioned
by Unit Operaticns, except the lien of Unit Operator granted hereunder.

. 7.4 Employees. The number of employees used by Unit Qperator in con-

ducting Unit Operatioms, their selection, hours of labor, and compensation shall
be determined by Unit Operator. Such employeces shall be the employees of Unit §
Operator.

7.5 Record§,> Unit Operator shall keep correct books, acccunts and
records of Unit Opervations. v ) ] ’ !

7.6 Reports to Working Interest Ownsrs. Unit Operator shall furnish to

Working Interest Owners pericdic reports of Unit Operations,

. 7.7 Reports to Governmental Authorities, Unit Operator shall make all
reports to governmental autherities that it has the duty to make as Unit Operator.

7.8 Engineering snd Geolegical Informatjon. Unit Operator shall furnish

to a Working Interest Owner, upon written request, a copy of the log and other
engineering and geological data pertaining to wells drilled for Unit Operations.

7.9 Expenditures. Unit Operator is authorized to make single expenditures
not in excess of Ten Thousand Dollars ($10,000.00) without prior approval of Working
Interest Owners, If an emerg;ncy cccurs, Unit Operator may fmmediately make or iImcur
such expenditures as in its opinion are required to deal with the emergency. Unit
Operator shall report to Working Interest Owaers, as promptly as posgsible, the nature

of the emergency and the action taken.

7.10 Uells Drilled by Unit Operater. 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 exceed 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.coptractors doing
work of a similar nature,
ARTICLE 8
TAXES

8.1 Ad Valorem Taxes on Facilities. Unit Operator shall make and file all

necessary ad valorem tax renditions and returns with the proper taxing aﬁthorities
covering all real and personal property of each Working Interest Owner used or held
by Unit Operator in Unit Operations, excluding ad valorem taxes on mineral interests,
Unit Operator shall settle assessments arising therefrom. All such ad valorem taxes
shall be paid by Unit Operator and charged to the joint account.
8.2 Other Taxes, Each Work1ng Interest Owner shall pay or cause to be paid
Qd valorem taxes on mineral interests in its Tract or Tracts and all production,
severance, gathering, and other taxes imposed upon or in respect of the production or .
handling of its share of Unitized Substances.
ARTICLE 9
INSURANCE
9.1 .InsuranceL Unit Operator, with respect to Unit Operations, shall do
the following:
9.1.1 Comply with the Workmen's Compensation Law of
\. the State of Colorado.
9.1.2 Carry Employer's Liability and other indurance as
required by the laws of the State of Colorado.
9.1,3 Carry other insurance as set forth in Exhibit E.
ARTICLE 10
ADJUSTMENT OF INVESTMENTS

19.1 Personal Property Taken Over. Upon the Effective Date hereof, Working

Interest Owners shall deliver to Unit Operator the following:
10.1.1 Wells and Casing. All wells completed in the
Unitized Formation together with the casing therein.
An adjustment of $2,500.00 per well for intangible
costs will be allowed the former owners of any such

contributed well,

7=
10,1.2 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 which Working Interest Owners
determine is necessary or desirable for conducting
Unit Operations.

10.1.3 Records. A copy of all production and well records
that pertain to such wells,

10.2 Inventory and Evaluation of Personal Property. Unit Operator shall at

Unit Expense inventory and evaluate in accordance with the provisions of Exhibit D the
personal property taken over.

10.3 Investment Adjustment, Upon approval by Working Interest Owners of

the inventory and evaluation, each Working Interest Owner shall be credited with the
value of its interest in‘all personal property taken over under Sections 10.1.1 and
10.1.2, and shall be charged with an amount equal to that obtained by multiplying the
‘:tal value of all wells taken over under Section 10.1.1 and all personal property ‘
taken over under Section 10.1.2 by such Working Interest Owmer's Secondary Unit
Participation. If the charge against any Working Interest Owner is greater than the
amount credited to such Working Interest Owner, the resulting net charge shall be an
item of Unit Expense chargeable against such Working Interest Owner. If the credit to
any Working Interest Owner is greater than the amount charged ;uch Working Interest
Owner, the resulting net credit shall be paid to such Working Interest Owner by Unit
Operator out of funds received by it in settlement of the met charges described above;

. 10.4 General Facilities, The acquisition of warehouses, warehouse stock,

lease houses, camps, facility systems, and office buildings necessary for Unit
Operations thall be by negotiation by the owners thereof and Unit Operator, subject
to the approval of Working Interest Owners.

10.5 Ownership of Personal Property and Facilities, Each Working Interest

Owner, individually, shall by virtue hereof own an undivided interest, equal to its
Secondary Unit Participation, in all perscnal property and facilities taken over or
otherwise acquired by Unit Operator pursuant to this agreement.

10.6 Adjustment for Non=Useable Wells. All wells delivered to the Unit

Operator shall be (a) in useable physical condition, (b) completed in some portion of the
Unitized Formation; and (c) physically separated from formations not a part of the Unitized

Formation as of the Effective Date. The Operating Committee will within six (6) months
"

after the»Effectng Dates<ds:ermina which welis are in non-usable physical condition,
The cost of placing any such well in usable physical condition, redrilling such well,
or physically separating non-unitized formaticms, shall be charged to the Lessce or
Lessees owning the well imnediately prioxv to the Effective Date,

ARTICLE 11 »

URIT EXPENSE

11.1 Basis of Charge to Working Intewest OQuners., Unit Operator initially

shall pay all Unit Expense, Each Working Interest Owner shall reimburse Unit Operator
for its share of Unit Expen;e° Each Working Interest Owner's share of 511 operating
and investment costs shall be the same as its Secondary Unit Participation, All
charges, credits, and accounting for Uait Expense shall be in accordance with Exhibit
D,

11.2 Budgets. Before or as soon as practical after the effective date
hereof, Unit Operator shall prepare a budget of estimated Unit Expense for the re-
mainder of the calendar year, and, on or before the first day of each October there-

.fter! shall prepare such a budget for the ensuing calendar year. A budget shall
ﬁ;et_forth the estimated Unit Expense by quarterxly periods. Budgets shall be esti-
mates only, and shall be adjusted or corrected by Working Interest Owners and Unit
Operator whenever an adjustmenl or correcticn is proper. A copy of each budget and
adjusﬁeq budget shall promptly be furnished to each Working Interest Owner,

11.3 Advance Billings, Unit Operator shall have the right to require
Worki?giInteresg Owners to advance their respective shares of estimated Unit Expense
by submit;iug to Working Interest Owners, cn or before the 15th day of any month, an
.temized! estimatz thereof for the suceeding month, with a request for payment in

advance, Within fifteen (15) days thereafter, each Working Interest Owner shall
pay to ghe Unit Operator its share of such estimate.r Adjustments between estimated
and actual Unit Expense shall ke wmade by Unit Operator at the close of each calendar

month, and the accounts of Working Interest Owners shall be adjusted accordingly.

11.4 Commingling of Funds. No funds received by Unit Operator under

this agreement need be segregated or maintained by it as a separate fund, but may

be commingled with its own funds.

11.5 Lien of Unit Operator. Each Working Interest Owner grants to Unit
Operator a lien upon its 01l and CGas Rights in each Tract, its share of Unitized
Substances when produced and its interest in all Unit Equipment, as security for

payment of its share of Unit Expense, together with interest thereon at the rate
-,
of eight percent (8%) rer anaum. Unit Operato; shall have the right to bring suit to
enforce collection of such indebtedness with or without seeking fereclosure of the lien,
In addition, uvpon default by any Working Interest Owner in the payment of its share of
Unit Expense, Unit Operator shall have the right to collect from the purchaser the pro-
ceeds from the sale of such Working Interest Owner's sharé of Unitized Substances until
the amount owed by such Working Interest Owner, plus interest as aforesaid, has been paid.
Each purchaser shall be entitled to rely upon Unit Operator's written statement concerning
the amount of any default.

11,6 Unpaid Unit Expense, If any Working Interest Owner fails to pay its share

of Unit Expense within sixty (60) days after rendition of a statement therefor by Unit
Operator, eacﬁ Working Interest Owner agrees, upon request by Unit Operator, to pay its
proportionate part of the unpaid share of Unit Expense of the defaulting Working Interest
Owner. The Working Inter=st Owners that pay the share of Unit Expense of a defaulting

‘)rking Interest Owner shall be reimbursed by the Unit Operator for the amount so paid,
plus any interest collected thereon, upon receipt by Unit Operator of any past-due amount
collected from the defaulting Working Interest Owner. Any Working Interest Owner so
paying a defaulting Werking Interest Owner's share of Unit Expenses shall be subrogated to
the lien and rights herein granted Unit Operator.

11.7 Carried Working Interest Owners, Notwithstanding the preceding Sections

of this Article 11, any Working Interest Owner who has not subscribed or ratified this
Agreement and who is involuntary made subject hereto by order of the 0il and Gas
Conservation Commission of the State of Colorado (acting pursuant to Section 100-6-16
Q the Revised Statutes of Colorads, 1953, as amendéd,) may, as to (i) all Unit Expense,
(ii) assessments for inventory adjustments pursuant to Section 10.3 of this Agreement, and
(1ii) advance payments of estimated Unit Expense required to be made pursuant to Section
11.3 hefeof, all of which would otherwise be chargeable to such Working Interest Owner,
elect to be carried or otherwise financed in accordance with the following procedure:
(a) Any such wﬁrking Interest Owner who desires to be carried shall
either notify Unit Operator in writing within thirty (30) days
of the Effective Date of his desire to be carried or he shall
in such time subscribe to or ratify this Agreement and thereafter

be bound by all of the terms and provisions of the preceding
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(b)

(c)

(d)

Seétiens of this Article 11. Failure to give such notice or
to subscribe or ratify this Agreement within said thirty (30)
day pericd shall be deemed an election by such nonsubscribing
or nonratifying Working Interest Owner to be carried under
the provisions hereof.

All Working Interest Owners who have subscribed or ratified
this Agfeement shall be obligated to participate in carrying
any Working Interest Owner who is to be carried and shéll be
charged each meonth with that part of the Unit Expensé,
including advance billings thereof pursuant to.Section 11.3
of this Agreement, which are attributable to the carried
Working Interest Owners. Such amounts shall be chargeable to
and paid each month b& each carrying Working Interest Owner
in the proportion that his Unit Participation bears to the
total Unit Participation of all carrying Working Interest
Owners. Unit Operator shall establish for each carried
Working Interest Owner a 'carried account'. All such charges
attributable to each carried Working Interest Owner shall be
debited to the appropriate carried account at the time the
charge is made.

The carrying VWorking Interest Owners shall, in proportion to
tﬁeir obligation to carry, be entitléd to be paid monthly
simple interest at the rate of nine percent (9%) per annum
for such service to the carried Working Interest Owners.

Unit Operator, in behalf of the carrying Working Interesﬁ
Owners, shall, without further order or direction from any

party, be entitled to receive each month direct from the

«11s
purchasers thereef the prcceeds of the sale of Unitized
Substances attributzble to the Werking Interest of each
carried Working Inferesc Owner and shall be entitled to
receive any amgunts due to such carried Working Interest
Owner by way of investment adjustment pursuant to Section
10.3 above. Amounts actually so received in each month,
shall, as of the first day of the succeeding month, be
credited to the carried zccount of such carried Working
Interest Owner and shall be distributed and applied as
follows:
FIRST, to the actual payment to the carrying
Vorking Interest Owners of said monthly service
charge which shall be computed on the cumulative
debits to said carried aébount on that day for all
charges for Unit Expense, including advance billings
thereof pursuant te Section 11.3 of this Agreement,
less all previous credits to said carried account
arising out of previecus applications of funds pur-
suant to paragraph SECOND next following; and
SECCND, the remainder of such funds, if any, up
to the remaining amcunt of the balance in said carriéd
account to be paid over te the carrying Working Interest
Ouners in reimbursement of their investments and the
amounts so paid, shall also be credited to the carried
account in.reduc:ion of said balance; and
THIRD, the remainder of such funds, if any, shall
be paid to the carried Working Interest Owner for whom
the carried account was maintained, provided, that no
such payment shall serve to terminate said ;arried
account which may be terminated only as in the

succeeding paragrarh set forth.

(e) Any carried Working Interest Owner shall have the right at any

time after the Effective Date to subscribe or ratify this

Agreement and thereby become bound by all of the terms and

]2
provisions ¢f the precading Sections of this Article 11, 1If
he shall do so then his catried account shall terminate as of
the first time thereafrter thar the balance in his carried
account shalil become zero.
(f) For all purposes hereof a carried Working Interest Owner may,
at any time, pay such sums as he may elect te pay to Unit
Gperator for application te his carried account, Any such
payments received shall, as of the first day of the next
succeeding mcath, be added to amounts received by Unit Operator
from other sources and shall be applied on such carried account
in exactly the same manner as is provided in subparagraph (d)
above for the application of such other funds.
ARTICLE 12
NON-UNITIZED FORMATIONS
12.1 Right to Operate. Any Working Interest Qwner that now has or here-
.ter acquires the right to drill for and preduce oil, gas, or other minerals, from

other than the Unitized Formatien, shall have the right to do so notwithstanding

this Agreement or the Unit Agfeement. In exercising the right, however, the Working
Interest Owner shall exercise reasonzble precaution to prevent unreasonable inter-
ference with Unit Operations. No Working Interest Owner shall produce Unitized
Substances through any well drilled or operated by it. 1If any Working Interest Owner
| drills any well into or through the Unitized Formation, the Unitized Formation shall
| be protected in a manner satisfactory to Working Interest Owners so that the produc-
‘ ‘on of Unitized Substances will not adversely be affected.

ARTICLE 13

TITLES

13.1 Warranty and Indemnity. Each Working Interest Owner represents and

warrants that it is the owner of the respective working interests set forth opposite
its name in Exhibit C, and hereby agreas to indemnify and hold harmless the other
Working Interest Owners from any loss due to failure, in whole or part, of its

title to any such interest, except fajlure of title arising out of Unit Operations;

provided that, such indemnity shall be limited to an amount equal to the met value

=13=

o

that has been received froem vhstances attributed

to the interest as te which title f£3iled, Fach failure of title will be deemed to

be effective, insofar as

t ig comcernzd; as of the fivst day of the

,calendsy month im which such falluwse is fluslly dstermined, and there shall be no

retrosctive adjustwment af Tait Expepse, or retroactive

gtances or the proceeds th

¢ of title failura.

13.2 -Failure B

e cf Unlt Opszrations. The failurg of ti;le to any
Wb:kimg Interest {n any Tract by ressem of Unit Oparations, including non-production
from sqc§vTraqt, shall ol change ths Uwit Farticipati nvof ghe Working Interest
Owner whese title failed in relation to the Unit Participations of the other Work~
iﬂs Interest Owners at the time of the title failure,
ARTYCLE 14
| LIABILIYY, CLALYIS AND SUTTS

14.1 Inddvideel Lisbiiity. The dulies, obligaticms, and liabilities of

Working Imt eresl Cwners ¢ hall be seversl smd not joimt or collective; and nothing

o

.zef*ein containted shall ever be construed as cresting a partnerchip of any kind,
joint venture, assoclation; or trust aweng Workiug Interest Ownersz.

14,2 Settlex Unit COperator may settle any single damage claim or

suit inQélving Unit Oé&ratiCEs but not iavelving an expenditure in excess of Five
Thousand Dollars ($5,000.00) prov d zd the payment is in cém?lete settlement of such
claim or suit, If the amsust required for seﬁtlement-%xceeds the above specified
amount; Working Interest Owsers shgll assuxe &nd take over the further handling of
the claiﬁ or suit unless such suthority is expressly delegated to Unit Operator.
‘11 coste and expanse of ha:zdlingi settling, or qthg:wis-; _discharging_such claim or

suit shall be an item of B@iﬁ if a claim is made against any Working Int-

"‘l'.ﬁ Bz

erest Owaer oxr if any Wer Cmer is sued om account of any matter arising

from Unit Cpevatioas aud over est Owaer indlvdually has no

control becauze of th& rigkts given Working Imzorest

(o]

werg end Gnit Operstor by this
agresment and the Unit Agresment, the Working Interest Owaer shall immediately notify
the Unit Operater, and the claim or guit shail be treated as any other claim or suit

invelving Unit Operationg.

AR“I Le 15

EVEUE FROVISIOH

Provisios, EBach Werking Interest Owner hereby clects
that it znd the operaticns covered by this agreemant be excluded from the application

¢f Subchapter K of Chapter 1 of Sub-title A of the Iztermal Revenue Code of 1954, or

1k
such porticn therveof as the Secvetar ted States or his

£ the Treasury of the Uo
_delegate shall permit by electlon to he excluded thevefrem, Uait Operator is hereby

authorized and d::echgd to exacube o he

>
&
¥
o
o
o
-
£
o
=
o
i
&
.
o
o=

Interest Owner such

addizionzl or further evidence of the election as may be required by regulations

s
lgsued wnder gaid §

require each party to execute

such further evidence; esch Wovking Inuersst Owner agrees o execute or join in the

execution the: by wade and the other provisiouns of this para-

graph shall apply in like

laws, regulations, and'rulings
ﬁow in effect or heveafter emacked t&at have an effect similar to the federal pro;
visions referred to herein,
AB.TIC:I;E 16
NOTICES o S
1€.1 ggg}géi. All motlices required hereunder shall be in writing and shall
be deemed to have been properly servad whcﬁ sent by mail or Lnlegrah to the address -
of the representative of esch Working Interest Owner as furnished to Unit Operator in
‘ccordamce with Article &,
ARTICLE 17
WlTHDKAJxL OF WORKING INIEREST OWNER
17.1 Withdrawal. A Werking Interest Owner may withdraw from this agree=
ment by trassferying, without wa;ra;ﬁ? of title, either express or implied, to the
other Working Interest pwnersrwhc do met des*re go withdraw, all its 0il and Gas
Rights‘togeti&r with lts interest in 2ll Unit Equipment and in all wells used in
© Unit Opexati cms.  Such transfcr'shall not relieve 'said Working Interest Qwner from
any obligation oz liability iacmrre@ prisr to the date'of'the traus fer, which
delivery wsy bs made to Ualt Operstor es Agent for the transfereas, »?he interest
transferred shall be owned by the rransferees in piopgrtiqn te their respective
Unit Participatians_é;en in effect, The trsnzferees, in proportion to‘tha respec-
tive intevests so acquired, shall pay transfexor, for its imterest iIm Unit Equigw
ment, the fair salvage value thereof as estimated and fixed by Working Interest .
Gwners, After the date of delivg:y of ths transfer, the withdrawing Working Imt-
erest Owner shall be relieved frow all further cbligations and liability hereunder
and vnder the Unit Agreexent, and the vights of gech Working Interest Owaer here-

- a3 they existed by virtue

«]15.

"

ARTICLE 18

AEANDONMENT OF WELLS

18,1 Rights of Former Owners, If Working Interest Owners decide to

abandon permanently any well within the Unit Area prior to termination of the Unit
Agreement, Unit Operator shall give written notice thereof to the Working Interest
Owners of the Tract on which the well is located, and they shall have the option
for a period of ninety (90) days after the sending of such notice to no;ify Unit
Operator in writing of their electicn to take over and own the well, Within ten
(10) days after the Working Interest Owners of the Tract have notified Unit
Operator of their election to cake over the well, they shall pay Unit Operator,
for credit to the joint account, the amount estimated by Working Interest Owners
to be the net salvage value of the casing and equipment in and on the well. The
Working Interest Owners of the Tract, by taking over the well, agree to seal off
effectively and protect the Unitized Formation, and upon abandenment to plug the

__‘11 in compliance with applicable laws and regulations.

18.2 Plhgging. 1f the Working Interest Owners do not elect to take over
a well located thereon which is proposed for abandonment, Unit Operator shall plug
and abandon the well in cowpliance with applicable laws and regulations.

ARTICLE 19
EFFECTIVE DATE AND TERM

19.1 Effective Date. This agreement shall become effective on the date
and at the time that the Unit Agreement becomes effective, ‘

19.2 Terms. This agreement shall continue in effect so long as the Unit
Agreement remains in effect, and thereafter until (a) all unit wells have been
abandoned and plugged or turned over to Working Interest Owners in accordance with
Article 20} (b) all Unit Equipment and real property acquired for the joint account
have been disposed of by Unit Operator in accordance with instructions of Workiné

Interest Owners, and (c) there has been a final accounting.

19.3 Action Prior to Effective Date. Working Interest Owners may, ﬁrior
to the effective date of the Unit Agreement, take such action and incur such expense
as ;re reasonably necessary to commence Unit Operations on the effective date; provided
Working Interest Owners having eighty percent (80%) of the Primary and Secondary Unit
Participation shown on Exhibit C have executed this agreement; and further provided,
that such action be decided by the same vote as would have been required to take
such action had it been voted upon subsequent to the effective date. Such action
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‘may include the designing, engineering, and construction of the secondary recovery
facilitieé contemplated hereby, or for any other facilities or equipment required
for Unit Operations, and the acquisition of materials, rights~of-way, water rights,
and easement therefor., If the Unit Agreement becomes effective, such costs shall
be treated as an item of Unit Expense. If the Unit Agreement does not become effec-
tive, the costs and expenses incurred hereunder shall be paid and borne by the

~ Working Interest Owners who have become parties to this agreement in the proportion
‘that the respective Secondary Unit Participation of each such Working Interest Owner,
as shown on Exhibit C, bears to the total Secondary Unit Participation of all such
Working Interest Owners.

ARTICLE 20
ABANDONMENT OF OPERATIONS
20.1 Termination. Upon termination of the Unit Agreement, the following
will occur: V

20.1.1 0il and Gas Rights, O0il and Gas Rights in and

. to each separate Tract shall no longer be affected
by this agreement, and thereafter the parties shall
be governed by the terms and provisions of the leases,
contracts, and other instruments affecting the separate
Tracts.
20.1,2 Right to Operate. Working Interest Owners of any
Tract that desire to take over and continue to operate
wells located thereon may do so by paying Uniﬁ 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 Working Interest Owners, and by agreeing
to plug properly each well at such time as it is abandoned.
20.1.3 Salvaging Wells. Unit Operator shall salvage as much
of the casing and equipment in or on wells not taken over
by Working Interest Owners of separate Tracts as can
economically and reasonably be salvaged, and shall cause
the wells to be plugged and abandoned properly,

20.1.4 Cost of Salvaging. Working Interest Owners shall share

the cost of salvaging, 1iquida£ion or other distribution of
assets and properties used in Unit Operation in proportion

to their respective Secondary Unit Participations.
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ARTICLE 21

EXECUTION

2

party to this agreement by signing the cwiginal of this instrument, a counterpart
‘thereof, or otser instrumest agreeing to be bound by ﬁhe provisions hexeof, The
signing of any such instrument shall have the same effect as if ali the parties
had signed the same.iustrumemt.

ARTICLE 22

i S
 PREFERESTTAL RIGHT TO PURGHASE CLAUSE

22.1 Prefevestial Right to Purchase. Should any party éesire to sell
all or amy part of its inte?ests under this coﬁtraqt, or its rights and interesés
An the Unit Area,Ait chall promptly give writéeﬁ notice to the other parties, with
full information concerning its proposed s?le, which sghall include the name and -

address of the pregpective purchaser (vho must be ready, willing and able to pur-

chase), the purchase price, and all other items of the offer. The other parties

.shall then have an optiomal pricr right, for a period of ten (10) days after re-

celpt of the notice, to purchase on the same terms and conditions the interest
thch.the other party prgposes to gell; and, if this optional right is exerciséd,
the purchasing parties shall share the purchased interest in the proportions that
the interest of each bears to the total interest of all purchasing parties., How-
ever, there shall be no preferential right to purchase in those cases wheré any

party wishes to mortgage its interests, or to dispose of its Interests by merger,

" reorganization, conzolidation, or sale of all of its assets, or a sale or transfer

of its interests to a subsidiary or‘pgrent éombany, or subsidiary of a parent com-
pany, or to any cémpany in which aay ome party owns a majority of the stock,
. ARTICLE 23
N _EONDISCRIMINA?;ON ) z

23.1 Nondiscrimization. Unit Opevator agrees, in its performance of
this.ggreement, to comply with all of the provisions of Section 202 (;) to (7),
igclggivg?.of Executive Order No. 11246, (30F. R. 12319) which are hereby in-
corporated by feference in this agreement.

" ARTICLE 24

__SUCCESSORS AND ASSIGNS )

24,1 Successors and Assigns. The provisions hereof shall be covenants
e !

\

running with the lands, leases, and interests covered hereby, and shall be binding

S18-
vponn and inure to the bensfit of the respective heirs; devisees, legal representa=

tives, successors, aud assigns of the parties heveto,

IN WITNESS WHEREOF, the pavties herelo have executed this agreement on

the dates opposite their wespective signatures.

DATE

WORKING INTEREST OWNERS

GULF OIL

By,

CORPORATION

Attorrey in Fact

~]Q-




EXHIBITS 5 THROUGH 12 /TIWLULI!!!IJ” [’I’\

LOGS OF INJECTION WELLS

EXHIBIT 5

Well No. 1-10W

Location: 330' NSL and 330' EWL of Lot 6, Section 1-8N-54W
Elevation: 4288' KB

Formation Top Bottom
Surface Hole o' 225!
Shale 225" 4185
Shale & Lime 4185 ko551
Shale 4255 4375
Shale & Lime 4375¢ 4665
Shale 4665 4835
Lime, Shale & Sand 4835 5000
Sand & Shale 5000' 5180
EXHIBIT 6

Well 3-9W

Location: 330' NSL and 982' WEL of Lot 8, Section 1-8N-54W
Elevation: 4281' DF

Formatijon Top Bottom
Niobrara 4203"

Greenhorn 4726

"X" Bentonite 4884 !

"D" Sand 4978 5018
nJy" Sand 5086

EXHIBIT 7

Well 3-8W

Location: SW SE NW Section 1-8N-54W
Elevation: 4271' DF

Formation To Bottom
Niobrara El&g'

Greenhorn 4705!

"X'" Bentonite 4861

"D" Sand 4os5h! 4995
"J" Sand 5060 5151
Skull Creek 5151"

EXHIBIT 8

Well 9-30W

Location: NE NW SE Section 12-8N-54W
Elevation: 4220' KB

Formation

Tertiary Surface
Pierre 650"
Niobrara 4136
Fort Hays 4439
Carlile 44871
Greenhorn L4636
Graneros heho!
Bentonite Marker 4794t
Dakota "D" 4888
Base "D" 4g17!

Dakota "J" bgg2!

75-1

A~

EXHIBIT 9

Well T7-3W

Location: NE SE SW Section 12-8N-54W
Elevation: 4217' KB

Formation Top Bottom
Shale -~ Surface 219!
Shale 219" 4365+
Shale & Lime 4365" 44851
Shale L4485 48151
Bentonite & Shale 4815 4912
Sand & Shale 4o12! 5100

EXHIBIT 10

Well 12-2W

Location: NE NW NE Section 13-8N-54W
Elevation: 4212' KB

Formation Top Bottom
Surface Sand o' 225"
Shale 225" 4899
Shale & Sand 4899 5006
Sand & Shale 5006 5081'

EXHIBIT 11

Well 2-13W

Location: 2970' NSL and 330' EWL of Lot 3,
Elevation: 4241' KB

Formation Top Bottom
Surface Sand & Clay o' 225"
Shale & Sand 225" 4907
Sand & Shale 4907 5012
Shale 5012° 5100"

EXHIBIT 12

Well 16-1W

Location: NE NW SE Section 18-8N-53W
Elevation: 4203' KB

Formation Top Bottom
"X" Bentonite 4778
"D" Sand 4870 4898
"J" Sand ho72t 5052
Skull Creek Shale 5052"!

Section 6-8N-53W




Tract
Numbexr

10

11

L 2

13

14

| 15
16

17

Logan County "J" Sand Uni:

EXHIBIT "A"

g

Logan County, Colorado

Description

Lots 1, 2, 6 and 7
Section 1-8N=-54W

Lots 3, 4 and 5;
SE/4 W /4
Section 6~8N~53W

E/2 Lot 8 and
E/2 Lot 9

" Section 1-8N-54%

Lot 10; SE/4 and
E/2 SW/4
Section 1-8N~54W

Lot 6
Section 6~8N=53W

Lot 7
Section 6-8N-53W

N/2 NE/4 and
SW/4 NE/4
Section 12-8N-54W

SE/4 NE/4
Section 12-8N-54W

SE/&
Section 12~8N~54W

Lot 3
Section 7-8N-53W

Lot 4
Section 7-8N=-53W

NE/&
Section 13-8N=54W

Lots 1 and 2;
NE/&4 NW/&
Section 18-8N-53W

SE/& YW/4
Section 18-8N=-53W

W/2 NE/4 and
SE/4 NE/&4
Section 18-8N-53W

N/2 SE/&4
Section 18-8N=53W

E/2 SW/4
Section 12-8N-54W

Total

EXHIBIT "A"

Primary Secondary
Participation Participation
0 19,06165%
c 12,98845%
o - 4.65337%
0 23.81235%
0 1.55009%
0 .112737%
0 1.08446%
0 .10363%
42,79366% 14.54125%
0 .162347%
0 2.405827%
o 4.94513%
[ 4.936917%
0 2.,98207%
41.92427% 3.69952%
15.28207% 2,75297%
0 .207267%
100.00000% . 100.00000%





Tract

No.

10

EXHIBIT "C"

lLogan County "J" Sand Unit
Logan County, Colorado

Working Interest Qwner

Gulf 0il Corxporation
TransOcean 0il, Inc.

Victoria, Johnson & Co,

Total Tract 1

Gulf 0il Corporation
TransOcean 0il, Inc,.

Victoria, Johnson & Co.

Total Tract 2
Shell 0il Company
Total Traét 3

Gulf 0il Corperation
TransOcean 0il, Inc.

Victoria, Johnson & Co.

Total Tract 4

Gulf 0il Corporation
TransOcean 0il, Inc.

Victoria, Johnson & Co.

Total Tract 5
Gulf 0il Corporation
TransOcean 0il, Inc.
Paul F. Barnhart

Total Tract 6

Gulf 0il Corporation
TransOcean 0il, Inc.

Victoria, Johnson & Co.

Total Tract 7
Gulf 0il Corporation
TransOcean Cil, Inc.
Paul F. Barnhart

Total Tract 8
Texaco, Inc,

Total Tract 9

Gulf 0il Corporation
TransOcean 0il, Inc.

Victoria, Johnson & Co.

Total Tract 10

Working

Interest Unit Participation
in Tract Primary Secondary
50.00000% 00.00000% 9.53083%
33.33333% 00.00000% 6.35388%
16.66667% 00.00000% 3.17694%
100.00000% 00.00000% 19.06165%
50.00000% 00.00000% 6.49423%
33.33333% 00.00000% 4.,329487%
16.66667% 00.00000% 2.16474%
100.000007% 00.00000% 12.988457%
100.00000% 00.00000% 4.65337%
100.00000% 00.00000% 4.65337%
50.000007% 00.00000% 11.906187%
33.33333% 00.00000% 7.937447%
16.66667% 00.00000% 3.96873%
100.000007% 00.00000% 23.81235%
50.00000% 00.00000% 0.775047%
33.33333% 00,00000% 0.51670%
16.66667% 00.00000% 0.25835%
100.00000% 00.00000% 1.55009%
50.000007% 00.000007% 0.05636%
33.33333% 00.00000% 0.03758%
16,66667% 00.00000% 0.01879%
100.00000% 00.00000% 0.11273%
50.000007% 00.00000% 0.542237,
33.33333% 00.000007% 0.361497%
16.66667% 00.00000% 0.180747%
100.00000% 00.000007% 1.08446%
50.00000% 00.00000% 0.051827%
33.33333% 00.000007% 0.034547%
16.66667% 00.00000% 0.01727%
100.00000% 00.00000% 0.103637%
100.00000% 42.79366% 14.54125%
100.00000% 42.79366% 14.541257%
50.000007% 00.000007% 0.08117%
33.33333% 00.000007% 0.05411%
16.66667% 00.00000% 0.02706%
100.00000% 00.00000% 0

.16234%
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EXHIRIT "

.

Working ‘

Tract Interest Unit Participaticn
No. Working Interest Quner in Tract Primary Secondary
11 Gulf 01l Corperation 50.00000% 00, 00000% 1.20291%
TransOcean 0il, Inc. 33.33333% 00.00000% 0.80194%
Paul F. Barnhart 16.66667% 00.00000% 0.40097%
Total Tract 11 100.00000% 00.00000% 2.40582%
12 Gulf 0il Corporation 56.00000% 00.00000% 2,47257%
TransOcean 0il, Inc. 33.33333% 00.00000% 1.64837%
Paul F. Barnhart 16.66667% 00.00000% 0.82419%
Total Tract 12 100, 60000% 00.00000% 4.94513%
13 Shell 0il Company 100.00000% 00,00000% 4,93691%
Total Tract 13 100.00000% 00.00000% 4.93691%
14 Frank H. Walsh 100, 00000% 00.000007% 2,98207%
Total Tract 14 100. 0000C% 00.00000% 2.98207%
15 Texaco, Inc, 100.00000% 41.92427% 3.69952%
‘ Total Tract 15 100, 00000% 41.,924277% 3.699527%
16 W. L. Ginther 9.67739% = 1.47891% 0.26642%
H. C, Warren 8.38706% 1.28171% 0.23090%
N. €. Ginther 9.67739% 1.47891% 0.26642%
Point Corporation 12.90326% 1.97188% 0.355227%
H., C. Robinson 14,51614% 2.21837% 0.39962%
Karl S. ¥arren 1.29033% 0.19719% 0.03552%
Patrick H. Welder, Jr. 14.51614% 2.21837% 0.39962%
Wunderlich 0il Co. 29.03229% 4.,43673% 0.79925%
Total Tract 16 100.000006% 15.28207% 2,75297%
17 Texaco, Inc. 100.00000% 00.00000% 0.20726%
Total Tract 17 100.00000% 00.00000% 0.207267
‘ TOTAL UNIT 100.000007% 100.00000%

SUMMARY

Total Working Interest
Working Interest Owner Tract Mo, Primary Secondary
Gulf 011 Corporation 1 00.00C00% 9.53083%
) 2 00.000007% 6.49423%,
4 00.0009007% 11.90618%
5 00.000007% 0.77504%
6 00.00000% 0.05636%
7 00.00000% 0.54223%
8 00.00000% 0.051827%
10 00.00000% 0.08117%
11 00.00000% 1.20291%
12 00.00000% 2.47257%
Total Gulf 0il Corporation 00.000007% 33.11334%
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EXHIRIT "¢
SUMMARY
Total Working TInterest
Working Intevest Owner Tract No. Primary Secondary

TransOcean 0il, Inc. 1 00.00000% 6.35388%
2 00.00000% 4.329487%
4 00.00000% 7.93744%
5 00.000007% 0.51670%
6 00. 00000% n.03758%
7 00.00000% 0.36149%
8 00.00000% 0.03454%
10 00.00000% 0.054117%
1 00.00000% 0.801947%
12 00.00000% 1.64837%
Total - TransOcean 0il, Inc. 00.00000% 22.07553%
Texaco, Inc. 9 42.79366% 14.54125%
15 41.924277 3.69952%
17 00,00000% 0.20726%
Total - Texaco, Inc. ’ 84.71793% 18.448037%
Victoria, Johnson & Co. hi 00.00000% 3.17694%
2 00.00000% 2.16474%
@ 4 00.00000% 3.96873%
’ 5 00.00000% 0.25835%
7 00.00000% 0.18074%
10 00.00000% 0.02706%
Total - Victoria, Johnson & Co. £0.00000% 9.77656%
Shell 0il Company. 3 00.000007% 4.65337%
13 00.00000% 4,936917%
Total - Shell 0il Company 00.00000% 9.590287%
Frank H. Walsh 14 00.00000% 2.98207%
Total ~ Frank H. Walsh 00.00000% 2.98207%
‘ul F. Barnhart 6 00.00000% 0.01879%
— 8 00,00000% 0.01727%
11 00.00000% 0.40097%
12 00. 00000% 0.82419%

Total - Paul F. Barnhart ' ' 00.00000% 1.26122%
W. L. Ginther 16 1.47891% 0.26642%
Total - W. L. Ginther - 1.47891% 0.266427
H. C. Warren 16 ) 1.28171% 0.23090%
Total - H. C. Warren ' 1.28171% 0.23090%
N. C. Ginther 16 1.47891% 0.26642%
Total - N. C. Ginther 1.47891% 0.266427%
Point Corporation 16 1.97188% 0.35522%

Total - Point Corporation 1.97188% 0.35522%

EXHIBIT "¢
SUMMARY
Working Interest Owner Tract No,
H. C. Robinson 16
Total - H, C. Robinson
Karl S. Warren 16
Total - Karl S, Warren
Patrick H., Welder, Jr. ’ 16
Total - Patrick H. Welder, Jr.
Wunderlich 0il Company 16

Total - Wunderlich 0il Company

TOTAL UNIT

| 2

EXHIBIT "C"

Page &

Total Working Interest

Primary Secondary
2.21837% 0.39962%
2.21837% 0.39962%
0.19719% 0.03552%
0:19719% 0,03552%
2,21837% 0.39962%
2.21837% 0.39962%
4.43673% 0.79925%
4.43673% 0.79925%

100.00000%  100.00000%
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Recommended by the
Council of Petroleum

’ Accountants Societies of
EXHIBIT  “p " Ao st

ACCOUNTING PROCEDURE

(JOINT CPERATIONS)

I. GENERAL PROVISIONS

Definitions :

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

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

“Operator” shall mean the party designated to conduct the Joint Operations,
“Non-Operators” shall mean the nonoperating parties, whether one or more.
“Joint Account” shall mean the account showing the charges and credits accruing because of the Joint Operations
and which are to be shared by the Parties.

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

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

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

Collective Action by Non-Operators

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

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

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

Operators.

Statements and Billings

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

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

and credits as set forth under Subparagraph ... _below:

A. Statement in detail of all charges and credxts to the Jomt Account.

B. Statement of all charges and credits to the Joint Account, summarized by appropriate classifications indicative
of the nature thereof.

C. Statement of all charges and credits to the Joint Account summarized by appropriate classifications indicative
of the nature thereof, except that items of Controllable Material and unusual charges and credits shall be detailed.

Payment and Advances by Non-Operators

Each Non-Operator shall pay its proportion of all such bills within fifteen (15) days after receipt thereof. If pay-
ment is not made within such time, the unpaid balance shall bear interest at the rate of six per cent (6%) per
annum until paid.

Adjustments

Payment 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 conclusively be presumed to be true and correct after twenty-four (24) months following the end of any
such calendar year, unless within the said twenty-four (24) month period a Non-Operator takes written excep-
tion thereto and makes claim on Operator for adjustment. No adjustment favorable to Operator shall be made
unless it is made within the same prescribed period. The provisions of this paragraph shall not prevent adjust-
ments resulting from a physical inventory of the Joint Property as provided for in Section VII,

Audits

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

II. DIRECT CHARGES
Subject to limitations hereinafter prescribed, Operator shall charge the Joint Account with the following items:

Rentals and Royalties

Delay or other rentals and royalties when such rentals and royalties are paid by Operator for the Joint Account

of the Parties.

Labor

A. Balaries and wages of Operator’s employees directly engaged on the Joint Property in the conduct of the Joint
Operations, and salaries or wages of technical employees who are temporarily assigned to and directly
employed on the Joint Property.

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

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

‘D. Reasonable personal expenses of those employees whose salaries and wages are chargeable to the Joint Account

under Paragraph 2A of this Section IT and for which expenses the employees are reimbursed under Operator’s
usual practice.

—_1—
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10.

11.

Employce Benefits

Operator’s current cost of established plans for employees’ group life insurance, hospitalization, pension, retire-
ment, stock purchase, thrift, bonus, and other benefit plans of a like nature, applicable to Operator’s labor cost; pro~
vided however, the total of such charges shall not exceed ten percent (109 ) of Operator’s labor costs chargeable
to the Joint Account under Paragraphs 2A and 2B of this Scction II and Paragraph 1 of Section IIL

Material

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

cal and consistent with efficient and economical operation, only such Material shall be purchased for or transferred

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

Transportation

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

A. If Material is moved to the Joint Property from the Operator’s warehouse or other properties, no charge shall
be made to the Joint Account for a distance greater than the distance from the nearest reliable supply store or
railway receiving point where like material is available, except by agreement with Non-Operators.

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

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

Services

A. The cost of contract services and utilities procured from outside sources other than services covered by Para-
graph 8 of this Section II and Paragraph 2 of Section III.

B. Use and service of equipment and facilities furnished by Operator as provided in Paragraph 5 of Section IV.
Damages and Losses to Joint Property
All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages
or losses incurred by fire, flood, storm, theft, accident, or any other cause, except to the extent that the damage or
loss could have been avoided through the exercise of reasonable diligence on the part of Operator. Operator shall
furnish Non-Operators written notice of damages or losses incurred as soon as practlcab]e after a report thereof
has been received by Operator.
Legal Expense
All costs and expenses of handling, investigating and settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Property, including, but not limited to, attorneys’ fecs,
court costs, cost of investigation or procuring evidence and amounts paid in settlement or satisfaction of any
such litigation or claims; provided, (a) no charge shall be made for the services of Operator’'s legal staff or other reg-
ularly employed 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-
torneys unless the employment of such attorneys is agreed to by Operator and Non-Operators.

Taxes

All taxes of every kind and nature assessed or levied upon or in 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.

Insurance Premiums

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

Other Expenditures

Any other expenditure not covered or dealt with in the 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.

Iil. INDIRECT 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

111,

1.

as indicated next below:

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

) Paragraph 4. (Combined fixed rate)
District Expense g
Operator shall charge the Joint Account with a pro rata portion of the salaries, wages and 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 ... e R

office located at or near (or a comparable office if location changed), and neces-
sary sub-offices (if any). maintained for the convenience of the above-described office, and all necessary camps,
including housing facilities for employees if required, used in connection with the operanons 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 Operator, include depreciation of investment or a fair monthly rental in lieu of 'depreciation. . Such
charges shall be apportioned to all properties served on some equitable basis consistent with Operator’s accounting
practice,

Administrative Overhead

Operator shall charge administrative overhead to the Joint Account at the following rates, which charge shall be in
lieu of the cost and expense of all offices of the Operator not covered by Paragraph 1 of this Section III, including
salaries. wages and expenses of personnel assigned to such offices. Such charges shall be in addition to the salaries,
wages and expenses of employvees of Operator authorized to be charged as direct charges as provided in Paragraphs
2 and 8 of Section IL

WELL BASIS (RATE PER WELL PER MONTH)
PRODUCING WELL RATE

DR(|IIJ.L|N1’(_3'V§ELL RATE {Use Currcnt Producing Depth}
se_Total Depth) All Wells
Well Depth Each Well First Five Next Five Over Ten

The cost and expense of services from outside sources in connection with matters of taxation, traffic, accounting, or
matters before or involving governmental agencies shall be considered as included in the overhead rates provided for in
this Paragraph 2 of Section III unless such cost and expense are agreed upon between Operator and Non-Operators
as a direct charge to the Joint Account.
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3. Opcrator’s Fully Owned Warehouse Operating and Maintenance Expense
(Describe fully the agreed procedure to be followed by the Operator.}

4. Combined Fixed Rates
Operator shall charge the Joint Account for the services covered by Paragraph 1, 2 and 3 of this Section III, the
following fixed per well rates:
WELL BASIS (RATE PER WELL PLER MONTH)
PRODUCING WELL RATE

DRILLING WELL RAY( {Use Curient Producing Depth)
{Use Total Depth) All Wells
‘Well Depth Each Well First Five HNext Five Over Ten

ALl Depth 8800

Said fixed rate X MY (shall not) include salarlcs and expenses of productlon foremen,

5. Application of Administrative Overhead or Combined Fixed Rates
The following limitations, instruetions 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 dale each well is spudded and terminate on the date the drilling or
completion rig is released, whichever is later, except that no charge shall be made during the suspension of
drilling operations for fifteen (15) or more consecutive days.

B. The status of wells shall be as follows: .

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

., (2) Wells permanently shut down but on which plugging 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 decper, converted to a source or input well, or which are undergoing any
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 9 of total cost.

C. Total cost of $100,000 or more, 3 _% of the first $100,000 plus 2 9 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.

2, Material furnished from Operator’s Warehouse or Other Properties
A. New Material (Condition “A”)

(1) Tubular goods, two inch (2”) and over, shall be priced on Eastern Mill base (i. e. Youngstown, Ohio; Lorain,
Ohio; and Indiana Harbor, Indiana) on a minimum carload basis effective at date of movement and f. 0. b.
railway receiving point nearest the Joint Property, regardless of quantity. In equalized hauling charges,
Operator is permitted to include ten cents (10c) per hundred-weight on all tubular goods furmshed from
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 date
of movement and {. o. b, the supply store or railway receiving point nearest the Joint Property where
Material of the same kind is available.

(3) The Joint Account shall not be credited with cash discounts 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 condition and suitable for reuse without recondxtlomng, shall be classified
as Condition “B” and priced at seventy-five per cent (7595) of the current price of new Material.

(2) Material which cannot be classified as Condition “B"” but which,

(a) After reconditioning 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 cent (509) of current new price.

(3) Obsolete Materidl or Material which cannot be classified as Condition “B” or Condition “C” shall be priced
at a value commensurate with its use. Material no longer suitable for its original purpose but usable for
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some other purpose, shall be priced on a basis comparable with that of items normally used for such other
purpose.
(4) Malerial involving crection costs shall be charged at applicable percentage of the current knocked-down
price of new Material. B
Premium Prices
Whenever Material is not readily obtainable at prices specified in Paragraphs 1 and 2 of this Scction IV because of
national emergencies, strikes or other unusual causes over which the Operator has no control, the Operator may
charge the Joint Account for the required Material at the Operator’s actual cost incurred in procuring such Material,
in making it suitable for use, and in moving it to the Joint Property, provided, that notice in writing is
furnished to Non-Operators of the proposed charge prior to billing Non-Operators for such Material, Each Non-
Operator shall have the right, by so electing and notifying Operator within 10 days after receiving notice from
Operator, to furnish in kind all or part of his share of such Material suitable for use and acceptable to Operator.
Warranty of Material Furnished by Operator
Operator does not warrant the Material furnished. In casc of defective Material, credit shall not be passed to the
Joint Account until adjusiment has been received by Operator from the manufacturers or their agents.
Equipment and Facilities Furnished by Operator
A. Operator shall charge the Joint Account for use of equipment and facilities at rates commensurate with cost of
ownership and operation. Such rates shall include cost of maintenance, repairs, other operating expense, in-
surance, taxes, depreciation and interest on investment not to exceed six per cent (6%) per annum, provided
such rates shall not exceed those currently prevailing in the immediate area within which the Joint Property is
located, Rates for automotive equipment shall generally be in line with the schedule of rates adopted by the
Petroleum Motor Transport Association, or some other recognized organization, as recommeded uniform charges
against Joint Property operations, Rates for laboratory services shall not exceed those currently prevailing if
performed by outside service laboratories. Rates for trucks, tractors and well service units may include wages
and expenses of operator. X
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 MATERIAL

The Operator may purchase, but shall be under no obligation to purchase, interest of Non-Operators in surplus Condi-
tion “A” or “B” Material. The disposition of surplus Controllable Material, not purchased by Operator, shall be subject
to agreement between Operator and Non-Operators, provided Operator shall dispose of normal accumulations of junk
and scrap Material either by transfer or sale from the Joint Property.

L
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Material Purchased by the Operator or Non-Operators

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.

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.

Sales to Outsiders

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

VI. BASIS OF PRICING MATERIAL TRANSFERRED FROM JOINT ACCOUNT
Material purchased by either Operator or Non-Operators or divided in kind, unless otherwise agreed to between
Operator and Non-Operators shall be priced on the following basis:
New Price Defined
New price as used in this Section VI shall be the price specified for New Material in Section IV.
New Material
New Material (Condition “A”), being new Material procured for the Joint Property but never used, at one hundred
per cent (100%) of current new price (plus sales tax if any).
Good Used Material
Good used Material (Condition “B"), being used Material in sound and serviceable condition, suitable for reuse
without reconditioning:
A. At seventy-five per cent (75%) of current new price if Material was charged to Joint Account as new, or
B. At sixty-five per cent (65%) of current new price if Material was originally charged to the Joint Account as
secondhand at seventy-five percent (75%) of new price. .
Other Used Material
Used Material (Condition “C"), at fifty per cent (50%) of current new price, being used Material which:
A. Is not in sound and serviceable condition but suitable for reuse after reconditioning, or
B. Is serviceable for original function but not suitable for reconditioning.
Bad-Order Material .
Material (Condition “D”), no longer suitable for its original purpose without excessive repair cost but usable for
some other purpose at a price comparable with that of items normally used for such other purpose.
Junk Material .
Junk Material (Condition “E"), being obsolete and scrap Material, at prevailing prices.
Temporarily Used Material
‘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 3 B 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.

VIL. INVENTORIES

The Operator shall maintain detailed records of Material generally considered controllable by the Industry.

L

Periodic Inventories, Notice and Representation

At reasonable intervals, inventories shall be taken by Operator of the Joint Account Material, which shall include
all such Material as is 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.

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 determined by Operator and Non-Operators. Inventory adjustments shall be made by Operator
with the Joint Account for overages and shortages, but Operator shall be held accountable to Non-Operator only
for shortages due to lack of reasonable diligence.

Special Inventories

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

e





| B T

EXHIRIT "E"
LOGAN "J" SAND UNIT, LOGAN COUNIY, COLORARO /ZZ S—/ ((

INSURANCE

Operator agrees te insure and keep Insured zt all times all operations conducted
by it under this agreement with Werkman's Compensation Insurance and Employer's Liability
Insurance in accordance with the requirements of the laws of Colorado, Comprehensive
General Publlc Liability Insurance, coverage listed as followss

Bodily Injury . $150,000 Each Person
$300,000 Each Accident

Propertbeamage $100,000 Each accident with the
- exception of the first $5,000
of loss which is self insured.

$200,000 Aggregate

EXHIBIT "E" .
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