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OIL AND GAS LEASE 

STATE OF COLORADO 

COUNTY OF GARFIELD 

Trade No. 1030794 

This lease is made effective as of the ~ day of 4tJc;tJ~r ,of 2004. 

LESSOR: 

LESSEE: 

Exxon Mobil Corporation, a New Jersey corporation 
P.O. Box 4610 
Houston, Texas 77210-4610 

Williams Production RMT Company 
Tower 3, Suite 1000 
1515 Arapahoe Street 
Denver, Colorado 80202 

Exxon Mobil Corporation, hereinafter called "Lessor" for TEN DOLLARS ($10) 
and other valuable consideration paid by Williams Production RMT Company, 
hereinafter called "Lessee", does grant, lease and let unto Lessee its interest in the 
following described property for purposes of investigating, exploring, prospecting, 
drilling and mining for, and producing oil and gas from the following described land 
hereinafter referred to as the "Leased Premises." 

PROPERTY DESCRIPTION 

308.00 gross acres, more or less, being part of the NW/4 and the S/2 of Section 6, 
Township 7, South, Range 95 West, 6th P.M., Garfield County, Colorado, more 
particularly described on the attached Exhibit "A". 
Limited from the surface to the base of the Mesa Verde formation , but not to exceed 
7,990'. 

NO SURFACE OCCUPANCY by Lessee permitted on Tract 6 described on the 
attached Exhibits "A" and "A-1". 

I. TERM 

A. PRIMARY TERM: Subject to the other provisions herein, this Lease shall be for 
a term of two (2) years from the effective date hereof ("primary term") and as 
long thereafter as oil and gas, or either of them is produced from the Leased 
Premises. 

B. CONTINUOUS OPERATIONS: Nothwithstanding anything herein to the 
contrary, in the event this Lease is maintained in effect past the expiration of the 

Please return to : 
Ms. Annette Apperson 
Williams Production RMT Company 
1515 Arapahoe St. , Twr 3, Suite 1000 
Denver, CO 80202 
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primary term, then on the later of (a) one hundred eighty (180) days following the 
end of the primary term; and (b) such date as Lessee is no longer conducting a 
"continuous development program" on the Leased Premises, this Lease shall 
terminate: 

1) as to all lands which have not been included in a proration, spacing unit, or 
pooled unit in which a well was drilled and completed as a well capable of 
producing oil and gas in paying quantities pursuant to this Lease; and 

2) as to all depths in each unit retained by lessee hereunder (with such 
termination at Lessor's sole option) one hundred (100) feet below the deepest 
producing perforation depth or below the base of the deepest productive 
formation of any such unit, whichever is shallower, in the well drilled in such 
unit. 

It is further agreed that this Lease shall terminate as to all lands retained 
hereunder in which the well or wells are no longer capable of producing oil and/or 
gas in paying quantities, unless Lessee commences operations for drilling or 
reworking operations on said well or any additional well with no cessation of 
more than sixty (60) consecutive days until a well is completed which produces, 
or is capable of producing, oil and/or gas in paying quantities. 

A "continuous development program" for purposes of this provision B shall 
consist of a period during which Lessee conducts operations for the drilling of a 
well on the Leased Premises, or lands pooled therewith, with no lapse of more 
than sixty (60) days between the completion or plugging and abandoning of one 
well and commencement of operations on the next succeeding well , and with 
operations for drilling on each well being conducted with no cessation of more 
than sixty (60) consecutive days. For the purposes of this paragraph, 
"completion" of a well shall be deemed the date on which the applicable 
completion form is filed by Lessee in conformance with the requirements of the 
rules and regulations of the regulatory agency for the state in wh ich the well is 
located. 

Within sixty (60) days after any portion of this Lease has terminated, Lessee shall 
provide Lessor a release of such acreage in a form recordable in the appropriate 
records. In the event Lessee fails to provide such a release within such period, 
Lessee shall pay to Lessor the sum of one hundred dollars ($100) per each day 
that elapses until such release has been granted, it being understood that such 
sum has been agreed upon as liquidated damages for the inconvenience such 
delay causes to Lessor and not as a penalty, and that the parties have agreed 
upon such sum as an attempt to make a reasonable forecast of Lessor's 
probable loss because of the difficulty of estimating with exactness the damages 
that will result. 
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C. SAVINGS CLAUSE: If, at the expiration of the primary term, oil or gas is not 
being produced on the Leased Premises, but Lessee is then engaged in drill ing 
or reworking operations thereon or shall have completed a dry hole thereon 
within sixty (60) days prior to the end of the primary term, this Lease shall remain 
in force so long as operations on said well , or for the drilling or reworking of any 
additional well , are prosecuted with no cessation of more than sixty (60) 
consecutive days, and if they result in the production of oil or gas, so long 
thereafter as oil or gas is produced from the Leased Premises. 

II. ROYALTIES 

A. AMOUNT: Lessee shall pay Lessor the following royalties: 

1) On oil , twenty-five percent of eight-eighths (25% of B/Bths) of all that is 
produced and saved from the Leased Premises, delivery of such oil to be 
made free of all costs and expenses in developing and operating the Leased 
Premises and free of all costs of production, to Lessor's credit into the 
pipelines or tanks to which the wells may be connected or otherwise as 
Lessor may from time to time direct. Should Lessor elect not to take its 
overriding oil in kind , then Lessor's part of such oil shall be paid at the market 
value at the well , free of all costs of developing and operating the Leased 
Premises and free of all costs of production. 

2) On gas, including casinghead gas or other gaseous substances and liquid 
constituents of said gas, produced from and sold (on or off the Leased 
Premises) or used off the Leased Premises, or for the extraction of gasoline 
or other products therefrom, the market value at the well of twenty five 
percent of eight-eighths (25% of B/Bths) of the gas so produced, sold or 
utilized, free of all costs of developing and operating the Leased Premises 
and free of all costs of production . 

B. PROPORTIONATE REDUCTION. Said royalty payments shall be decreased 
proportionately if the Leased Premises covers less than the entire and undivided 
fee interest in the described lands and/or the unit assigned to the applicable well . 

C. GOVERNMENT REGULATION OF PRICE. Notwithstanding any provision in this 
Lease to the contrary, if the price of any substance upon which royalty is payable 
hereunder is regulated by any governmental agency, the market value of such 
substance for the purpose of computing the overriding royalty hereunder shall not 
be in excess of the price which Lessee may lawfully receive . 

D. TAXES. Said royalty payments shall be paid to Lessor free of all taxes except 
applicable gross production and severance taxes. 

3 
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E. PAYMENT. Payment by Lessee of the overriding royalties or payments out of 
production herein reserved and of all royalties, overriding royalties and other 
burdens attributable to the Leased Premises, must be made from the date of first 
production and at all times thereafter on the basis of 100% of the oil and gas 
produced and sold (on or off the premises) or used off the Leased Premises 
(reduced to that percentage of such production that is attributable to the Leased 
Premises). Such payments must be made regardless of whether Lessee is selling 
all or any part of Lessee's share of production and regardless of the identity of the 
purchaser or purchasers of such production. Such payments shall be made on or 
before the twentieth (20th) day of the second calendar month after the month in 
which the royalties accrued. Lessee agrees to send all division orders covering 
the royalty retained hereunder to: 

Ownership Organization 
Exxon Mobil Corporation 
P. O. Box 2305 
Houston, Texas 77252-2305 

or to such other address as Lessor may, from time to time, designate in writing . 

F. RIGHT TO TAKE GAS IN KIND. Notwithstanding anything in this Lease to the 
contrary, Lessor shall have the right and option at any time and from time to time 
to take Lessor's royalty share of the gas produced from or allocated to the Leased 
Premises in kind . Said right and option may be exercised upon giving Lessee 
thirty (30) days written notice of such election . If Lessee elects to take such 
royalties in kind, such taking in kind shall be subject to the "Gas Balancing 
Agreement" attached as Exhibit "B". 

G. FREE FUEL: To the extent it has the authority to do so, Lessor grants to Lessee 
free use of oil , gas, fuel and water from the Leased Premises, except water from 
Lessor's wells, for all operations hereunder and the royalty on oil and gas shall 
be computed after deducting any so used. 

III. RIGHTS RESERVED BY LESSOR 

A. INGRESS AND EGRESS: Lessor shall have the right of ingress to and egress 
from the Leased Premises for the purposes for the enjoyment for any rights 
reserved or retained by Lessor hereunder. In addition to such rights , Lessor 
reserves the right to have access to the Leased Premises to conduct seismic, 
geophysical , and other investigations to obtain information regarding the Leased 
Premises. 

4 



-111111111111111111111111111
1

•

11

1 11111111111111111111111 
658694 08/25/2004 04:11r g1617 P48 M ALSDORF 
5 of 29 R 146.00 D 0.00 GARFIELD COUNTY CO 

- -------------------, 

Trade No. 1030794 

B. ACCESS TO WELL(s): Lessor's representatives shall at all times have free 
access to the well and derrick floor of any well drilled hereunder. 

C. PREFERENTIAL RIGHTS TO PURCHASE OIL AND GAS: 

1) Preferential Right to Purchase Oil: 

a) Nature of Right. For so long as any of the interests created by this 
instrument remain extant, Lessor reserves and shall have the right to 
purchase from time to time all or any portion of the oil , distillate, condensate , 
drip gasoline, or other liquid hydrocarbons (hereinafter referred to as "oil") 
which may be produced and saved from or allocated to the Leased 
Premises hereunder, except for that oil which is used for operations upon, 
and for the sole benefit of, the Leased Premises. 

b) Notice and Election. Whenever it appears that Lessee will complete a well 
capable of producing oil in paying quantities and all or a portion of such 
well's production will be from or allocated to the Leased Premises, and at 
any time thereafter within thirty days of having been requested by Lessor to 
do so, the number and frequency of such requests to be at Lessor's sole 
discretion, Lessee will notify Lessor in writing of the production status of the 
interests covered hereby, which writing shall be sent, postage prepaid and 
addressed to Lessor's Oil Purchase Notice Recipient, ExxonMobil 
Refining & Supply Company, Lease Crude Activities, 3225 Gallows 
Road, Room 4B0127, Fairfax, Virginia 22037. 

i) Lessor shall have thirty days after receipt of such notice from Lessee in 
which to notify Lessee if Lessor elects to purchase all or part of such oi I. 
Failure to respond shall be deemed declination and an affirmative 
election shall be effective thirty days from its mailing. If Lessor elects to 
purchase all or part of such oil , Lessee agrees to execute a division 
order, on the standard form of division order in use by Lessor at the time 
of such election. Lessor shall also give notice of termination of such 
purchases at least 30 days in advance. 

ii) Should Lessor on anyone or more occasions elect not to purchase, such 
election shall not constitute a waiver of its right to do so at any later time 
and from time to time. Anything to the contrary notwithstanding, except 
to the extent of any election by Lessor hereunder to purchase, Lessor 
shall have no obligation to purchase or to furnish a market for the whole 
or any part of such production. 

c) Purchase Price. 

i) For all purchases made by Lessor hereunder during the twenty-one (21) 
year period commencing on the date of this Lease, the purchase price 
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shall be the price posted by Lessor (ExxonMobil) , as determined by 
Lessor, applicable to such oil in effect at the time of delivery of the oil to 
Lessor, less allowances for grade, quality and location differentials. If 
there is no such posting by ExxonMobil , then any such purchase shall be 
at the market value price as determined by ExxonMobil , at the well, after 
deduction of all costs of gathering , storing, dehydrating, treating , 
processing , and transporting said oil. Notwithstanding the above, Lessee 
may elect to provide Lessor with any bona fide term purchase offer( s) for 
such oil to be used in future market value determinations for the 
applicable time period of the oil delivery and Lessor will consider any 
such offer(s) in determining the market value price. 

ii) For all purchases made by Lessor after the twenty-one year period 
mentioned above, the last applicable purchase price shall remain in effect 
until Lessor receives notice from Lessee of the terms of any third party 
bona fide purchase offer for such oil that Lessee desires to accept and 
notice of the production status. Should Lessor elect to purchase or 
continue purchasing such oil , or any portion of it, the purchase price shall 
be the price stipulated in such bona fide offer and shall remain at such 
price until Lessor's notice of termination of such purchases becomes 
effective pursuant to Subsection (b) above or until Lessee notifies Lessor 
of a new such bona fide offer, whichever occurs first; provided that should 
Lessee so notify Lessor, Lessor shall have the right to elect to purchase 
such oil , or any portion of it, at such new price by notifying Lessee within 
the thirty day period described in Subsection (b) above and the price of 
said oil shall remain unchanged until the effective date of any new 
election. 

2) Preferential Right to Purchase Gas 

a) Nature of Right. Lessor shall have the continuing right and option for a 
period of 21 years from the date of this Lease, to purchase all gas which 
may be produced from or allocated to the Leased Premises; except that no 
such right or option shall be applicable to gas used for operating purposes 
or gas subject to existing gas contracts (including only those renewals or 
extensions Lessee is required to grant under the terms of said contracts) for 
so long as said gas may be subject to such existing gas contracts. 

i) "Spot Sales Contract" shall mean a contract to sell gas if: 

• The contract provides for a monthly renegotiation of the sales price 
and the duration of the contract (including extensions) is limited to 
no more than one year; or 
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• the primary term of the contract is for one month or less, but may 
be extended for up to a total of one year. 

ii) "Long Term Contract" shall mean: 

• any contract to purchase all or a part of any gas production if said 
contract is not a Spot Sales Contract. 

b) Third Party Offers and Notice Requirements . If Lessee elects to produce 
such gas and receives a bona fide third party offer acceptable to Lessee for 
the purchase of all or part of its gas production , Lessee shall promptly 
furnish Lessor written notice (unless the applicable preferential purchase 
right has been waived) of such offer, with a copy of all data on the subject 
wells, flow rates , and reserves which Lessee furnished to the prospective 
purchaser. Such notice shall be sent to Lessor's Gas Purchase Notice 
Recipient, ExxonMobii Gas Marketing Company, P.O. Box 2180, 
Houston, Texas 77252-2180, Attention: Gas Purchase Group, who shall 
have thirty (30) days after receipt of such notice and data to elect to enter 
into a contract with Lessee to purchase such gas on the same terms and 
conditions as were contained in the third party offer. If Lessor fails to notify 
Lessee within such thirty day period that Lessor wishes to exercise its right 
to such gas production, and Lessee accepts such third party offer, then 
Lessor shall have no right to purchase such gas during the original term of 
the contract with the third party (or any renewals or extensions which occur 
and which Lessee is required to grant under the terms of such contract) . 

c) Waiver Applicable to Spot Sales Contracts. Until further notice in writing 
from Lessor to Lessee, Lessor waives its preferential right to purchase gas 
under Spot Sales Contracts which waiver may be freely revoked by Lessor at 
any time. Should Lessor revoke said waiver by notice in writing to Lessee, 
then Lessee shall promptly provide Lessor with written notice of Lessee's 
intent to enter into a Spot Sales Contract, as provided above. Lessor's 
preferential right to purchase gas under Long-Term Contracts is not subject 
to any such waiver. 

d) Sale of Lessors's Royalty Gas. Notwithstanding anything herein to the 
contrary, any sale by Lessee of gas produced or allocable to the Leased 
Premises, without regard to Lessor's exercise or non-exercise of its right and 
option hereunder to purchase Lessee's gas production, shall be made 
subject to Lessor's reserved right and election to take its reserved royalties 
in kind and any such royalties taken in kind shall be owned and controlled by 
Lessor free and clear of any commitment to or obligation under such sale. 

7 
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D. RIGHT TO TAKE OVER WELLes): Lessee shall not plug and abandon any 
well drilled hereunder without giving Lessor written notice thereof at least thirty 
(30) days before the intended plugging date (or immediate notice if a rig is on 
location and such plugging was not anticipated), and Lessor shall have fifteen 
(15) days from receipt of such notice (or 48 hours if a rig is on location) to 
notify Lessee in writing of its election to take over the well. Upon giving such 
notice, Lessor shall thereupon own Lessee's interest in the well and the 
equipment related thereto, along with any and all interest Lessee owns in the 
unit for said well. As soon as practicable thereafter, Lessee shall execute a 
recordable release of the applicable portion of this lease and a conveyance of 
well equipment to Lessor, and thereafter Lessor shall assume all responsibility 
for such well , including the responsibility for plugging and abandoning such 
well , provided that Lessee shall remain liable for any claims, damages, or 
causes of action that arose prior to such release and conveyance. 

IV. LESSEE'S OBLIGATIONS 

A. WELL NAMES AND PRESS RELEASES: Lessee agrees that the names of 
wells drilled hereunder shall not contain the ExxonMobil name in any form. 
Lessee also agrees that Lessee shall not use the ExxonMobil name in any form 
in any press release or release of information to the public regarding the 
operations hereunder, without the express prior written consent of ExxonMobil , 
except in cases in which such use is expressly required by applicable law. 

B. POOLING AND UNITIZATION: Lessee agrees that Lessor's consent shall be 
required for the formation of any units including the Leased Premises 

C. COMPLIANCE WITH LAWS AND REGULATIONS: Lessee shall comply with all 
valid laws, rules and regulations of the state regulatory body and all other 
governmental agencies having jurisdiction. Lessee agrees that Lessee shall 
not apply for any exception to the applicable spacing or density regulations 
without first obtaining the written consent of Lessor. 

D. PROVISION OF INFORMATION: 

1) Lessee shall furnish Lessor with copies of any title opinions and curative 
materials acquired on the Leased Premises as soon as possible after they 
become available. 

2) As to each well drilled under this Lease (and for each well drilled within one (1) 
mile of the Leased Premises or lands pooled therewith) , at any time during the 
period that this Lease is in effect, Lessee shall provide copies of all forms and 
reports filed with any governmental agency, and shall at its sole cost and 
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expense (except as agreed to by the parties) timely furnish to Lessor all 
samples, cores, cuttings , depths, logs and other data specified in Exhibit .. c .. 
attached, as well as any other information obtained from said well or wells , 
whether or not specifically set forth herein. 

3) Lessee shall comply the Geological Requirements set forth in Exhibit .. c .. 
attached. 

E. REMOVAL OF EQUIPMENT; RESTRICTIONS ON SURFACE USE: To the 
extent that it has the authority to do so, Lessor grants to Lessee the right at any 
time during or after the expiration of this lease to remove all property and 
fixtures placed by Lessee on the Leased Premises including the right to draw 
and remove casing . When required by Lessor or surface owner, Lessee will 
bury all pipelines below ordinary plow depth and no well shall be drilled within 
two hundred feet (200') of any residence, barn or other structure now on the 
Leased Premises without Lessor's or Surface Owner's written consent. 

F. WASTE DISPOSAL AND REMEDIATION RESPONSIBILITY: Lessee shall 
dispose of or discharge any waste from the Leased Premises (includ ing , but not 
limited to, produced water, drilling fluids , and other associated wastes) in 
accordance with appl icable local , state and federal laws and regulations. To the 
extent required by appl icable laws or by prudent oilfield practice, Lessee shall 
keep records of the types, amounts, and locations of wastes wh ich are disposed 
of onsite and offsite. At all times during Lessee's operations on the Leased 
Premises and upon completion of such operations, Lessee shall take whatever 
remedial action on the Leased Premises necessary to meet any local , state , or 
federal requirements directed at protecting human health and the environment in 
effect at that time. Such requirements shall also included, without limitation , the 
proper plugging and abandonment of any wells on the Leased Premises that 
need to be plugged and abandoned. 

G. COMPLIANCE WITH LAWS. RELEASE AND INDEMNITY 

1) LESSEE SHALL COMPLY WITH ALL VALID LOCAL, STATE AND 
FEDERAL LAWS, RULES AND REGULATIONS, INCLUDING BUT NOT 
LIMITED TO THOSE DIRECTED AT PROTECTING HUMAN HEALTH AND 
THE ENVIRONMENT, SUCH AS (BY WAY OF EXAMPLE AND NOT 
LIMITATION AND INCLUDING ALL AMENDMENTS) THE 
COMPREHENSIVE ENVIRONMENTAL RESPONSE, COMPENSATION 
AND LIABILITY ACT OF 1980, THE RESOURCE CONSERVATION AND 
RECOVERY ACT OF 1976, THE CLEAN WATER ACT, THE SAFE 
DRINKING WATER ACT, THE HAZARDOUS MATERIALS 
TRANSPORTATION ACT, THE TOXIC SUBSTANCES CONTROL ACT, 
AND THE CLEAN AIR ACT. 

9 
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2) LESSEE ACKNOWLEDGES THAT THE LEASED PREMISES HAVE BEEN 
USED FOR OIL AND GAS OPERATIONS IN THE PAST. LESSEE 
AGREES THAT ANY LEASE OF INTERESTS HEREUNDER SHALL BE 
ON AN "AS IS" BASIS. 

3) LESSEE SHALL RELEASE, DEFEND, INDEMNIFY AND HOLD LESSOR 
HARMLESS FROM ANY AND ALL DAMAGES, EXPENSES (INCLUDING 
COURT COSTS AND ATTORNEY'S FEES), CIVIL FINES, PENALTIES 
AND OTHER COSTS AND LIABILITIES (HEREINAFTER COLLECTIVELY 
REFERRED TO AS "CLAIMS") ARISING, ASSERTED, COMMENCED OR 
MADE ON OR AFTER THE EFFECTIVE DATE OF THIS LEASE THAT 
RESULT FROM LESSEE'S ACTS OR OMISSIONS (OR THOSE OF 
OTHER PARTIES ON LESSEE'S BEHALF) IN CARRYING OUT 
OPERATIONS UNDER THIS LEASE, OR ON THE LEASED PREMISES. 
THE ABOVE CLAIMS SHALL INCLUDE, BUT NOT BE LIMITED TO, 
THOSE ASSERTED OR BROUGHT BY ANY PARTY (INCLUDING, 
WITHOUT LIMITATION, LESSEE'S OR LESSOR'S EMPLOYEES, 
CONTRACTORS, ANY LANDOWNERS OR INDIVIDUALS, LOCAL, 
STATE OR FEDERAL GOVERNMENTAL BODY OR AGENCY) FOR 
DEATH, PERSONAL INJURY, DAMAGE TO PROPERTY OR NATURAL 
RESOURCES, AND/OR FAILURE TO COMPLY WITH THE EXPRESS OR 
IMPLIED TERMS OF THIS LEASE. SUCH CLAIMS SHALL ALSO 
INCLUDE ANY THAT ARISE OUT OF THE PLUGGING AND 
ABANDONING OF ANY WELLS OR THE FAILURE TO PLUG AND 
ABANDON ANY WELLS ON THE LEASED PREMISES (WHETHER 
PLUGGED AND ABANDONED PRIOR TO OR AFTER THE EFFECTIVE 
DATE OF THIS LEASE) OR ARISING OUT OF THE REMOVAL OF ANY 
PIPELINE OR OTHER FACILITIES, OR ON ACCOUNT OF THE 
PRESENCE OF, DISPOSAL, RELEASE OF ANY MATERIAL OF ANY 
KIND IN, ON OR UNDER THE LEASED PREMISES (WHETHER OR NOT 
SUCH MATERIAL WAS PRESENT PRIOR TO THE EFFECTIVE DATE OF 
THIS LEASE). 

THE TERMS OF THIS PROVISION OF THIS PROVISION "3" SHALL 
APPLY NOTWITHSTANDING THE STRICT LIABILITY, JOINT 
NEGLIGENCE OR FAULT OF LESSOR OR ANY PARTY OR PARTIES. THE 
PROVISIONS SET FORTH IN THIS ARTICLE IV(G)(1 ,2, & 3) SHALL 
SURVIVE TERMINATION OF THIS LEASE. 

H. MINIMUM INSURANCE REQUIREMENTS 

Lessee shall carry and maintain in force the following insurance covering Lessee's 
liability hereunder, and furnish Lessor, upon request, with certificates evidencing 
such coverage to the Insurance Notice ReCipient, ExxonMobil Risk 
Management, Inc. 5959 Las Colinas Blvd., Irving, Texas 75039-2298, 
Attention: Trade Insurance Group. 
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For all Lessee's employees, workers' compensation and employers' liability 
insurance or similar social insurance in accordance with law wh ich may be 
applicable to those employees. 

2) Comprehensive General Liabil ity 

Comprehensive general liability insurance coverage and pol icy limits or at least 
$1 ,000,000.00, whichever is greater, providing coverage for injury, death, or 
property damage resulting from each occurrence. 

3) Automobile Liability 

Automobile liability insurance coverage and policy limits covering owned, non­
owned and rented automotive equipment providing at least $1 ,000,000.00 
coverage for injury, death, or property damage resulting from each accident. 

The minimum insurance requirements as set forth above shall not limit or 
diminish in any way the respective rights and obligations of the parties under this 
Lease. 

V. MISCELLANEOUS 

A. TAXES: Lessee shall pay all production, severance, and ad valorem taxes assessed 
against the Leased Premises. Ad valorem taxes shall be prorated between Lessor 
and Lessee for the year in which the Lease becomes effective . 

B. NO WARRANTY OR REPRSENATION: THIS LEASE IS MADE WITHOUT ANY 
REPRESENTATION OR WARRANTY OF TITLE, OR ANY OTHER TYPE OF 
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED. IT IS EXPRESSLY 
UNDERSTOOD THAT LESSOR HAS NOT UNDERTAKEN TO MAKE ANY 
REVIEW OF ITS RECORDS OR ANY OTHER RECORDS TO CONFIRM ITS 
OWNERSHIP OF THE LEASED PREMISES, AND THAT LESSEE HAS ASSUMED 
FULL RESPONSIBILITY FOR, AND REPRESENTS THAT IT HAS CONDUCTED, 
SUCH TITLE RESEARCH AS IS NECESSARY TO CONFIRM SUCH 
OWNERSHIP. 

C. SUBJECT TO AGREEMENTS: This lease is subject to all of the terms and 
provisions of any matters of record as of the effective date of th is Lease, and to the 
following agreements and/or instruments insofar as they relate to the Leased 
Premises: 

11 
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D. SUCCESSORS AND ASSIGNS AND APPROVAL OF ASSIGNMENTS 

1) The terms and provisions of this Lease shall extend to and be binding upon the 
parties, their respective heirs, successors, legal representatives and third-party 
assigns; provided, however, that no assignment by Lessee of any of the rights or 
obligations hereunder shall be made without Lessor's prior written consent. 

2) Lessor specifically reserves the right to withhold consent to any such proposed 
assignment by Lessee if Lessor determines, in good faith , that adequate 
protections do not exist to guarantee the proper and timely performance of all of 
the obligations hereunder. Upon request , Lessor shall be provided with such 
information sufficient to permit evaluation of the financial responsibility of any 
proposed assignee. Any such assignment shall provide that the assignee will 
assume the proper and timely performance of all of the obligations hereunder. 
Any assignment which is not in compliance with the terms of this paragraph shall 
be null and void. Consent by Lessor to any such assignment shall not relieve 
Lessee nor any assignee from the rights and obligations as to any future 
aSSignment or from the timely and proper performance of any of obligations 
hereunder. In the event Lessee contemplates an assignment of rights to another 
party or parties, Lessee shall give prompt written notice to Lessor, addressed to 
Assignment Notice Recipient, ExxonMobil Production Company, Attn. Land 
Supervisor, P.O. Box 4697,396 West Greens Road, Houston, TX 77210-
4697 .. If Lessor consents to such assignment, it shall not be effective until Lessor 
has received an instrument or letter executed by Lessee and its assignee 
evidencing that such assignment has occurred and that such assignee has 
assumed all the obligations hereunder. 

3) Notwithstanding anything in this Lease to the contrary, Lessor shall have the right, 
in its sole discretion, to assign to any affiliate or subsidiary or to any third party, 
from time to time and in whole or in part, its rights hereunder, including, but not 
limited to, the right and option to purchase the oil or gas as aforesaid. No 
assignment shall affect the price at which oil may be purchased hereunder and 
such price shall continue to be governed by the provisions of this Lease. 

E. NOTICE: 

Except as specifically provided herein, all notices relating to this Lease, shall be 
delivered to the following addresses: 

12 
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Lessor: Exxon Mobil Corporation 
Attn : Land Supervisor 
P. O. Box 4610 
Houston, TX 77210-4610 

Lessee: Williams Production RMT Company 
Tower 3, Suite 1000 
1515 Arapahoe Street 
Denver, Colorado 80202 

or to such other address as a party may from time to time designate. 

Trade No. 1030794 

F. HEADINGS: Headings are intended as an aid to the reader only and shall not be 
construed to amend or restrict the meaning of the terms and provisions in this Lease 
and its exhibits in any way. 

G. NO WAIVER OF RIGHTS: The failure of either party to exercise any right granted 
hereunder shall not be deemed as a waiver of such party's privilege to exercise such 
right at any time or times. 

H. SEVERABILITY: It is the intent of the parties that the provisions contained in this 
Lease are severable. Should the whole or any portion of the provisions be held void 
or invalid, as a matter of law, such holding shall not affect other portions of the 
provisions or of this Lease, which shall be given effect without the invalid or void 
portion. 

I. SETOFF: For the purpose of this provision only, ExxonMobil , as Lessor, and 
Williams Production RMT Company, as Lessee, shall be deemed to include their 
respective subsidiaries and affiliates. ExxonMobil may offset any amount owed to 
ExxonMobil by Lessee against any amount owed to Lessee by ExxonMobil , whether 
under this Lease or any other agreement or arrangement between or among any of 
them. If any amount owed is unliquidated or unascertainable, ExxonMobil may 
setoff an amount estimated by it in good faith to be the amount owed. 

This Lease is executed in duplicate originals on the dates indicated below but effective 
on the date first set forth above. 

13 
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LESSOR: 

EXXO~O 0 TIN 

By: Ch :::=:=a~rle=--s~T.ct-ow-e-II~--
Agent and Attorney-in-Fact 

Date I/tr.rt I~ Uui 
LESSEE: 

WILLIAMS PRODUCTION RMT 
COMPANY 

~<? 
".,.. P. Barrett 

Title: AUomey .... F8d 

Trade No. 1030794 

Date: t1ujltd 11. 2-153 1-
f cJoU 

14 
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THE STATE OF TEXAS § 
§ 

COUNTY OF HARRIS § 

Trade No. 1030794 

a.u. The foregoing instrument was acknowledged before me on this ~ day of 
~ , 2004 , by Charles T. Howell , Agent and Attorney in Fact for EXXON 

MO CORPORATION, a New Jersey corporation, on behalf of said corporation . 

THE STATE OF COLORADO § 
CITI & § 
COUNTY OF DENVER § 

The foregoing instrument was acknowledged before me on this 17 thday of 
August , 2004, by Joseph P Barrett , 
Attorney-in-Fact , for Williams Production RMT Company, 

on behalf of said corporation. 

My Commission Expires: 
5/21/2007 

15 
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EXHIBIT " A" 

Attached to and made a part of that certain Oil and Gas 
Lease between Exxon Mobil Corporation and Williams Production 
RMT Company. ExxonMobil Trade No . 1030794 

EXXON MINERAL OWNERSHIP 
CERTIFIED TO MARCH 8, 2004 AT 8:00 A.M. 

DESCRIPTION: 

TOWNSHIP 7 SOUTH, RANGE 95 WEST, 6th P.M. 
SECTION 6: NW/4, S/2 - -

TRACT 1: 

Township 7 South, Range 95 West, 6th P.M. 
Section 6: Lot 3(40.00), SEJ4NW/4 

Gross Acres : 80.00 
16.66667% 
13.33334 
OPEN 

Interest: 
Net Acres : 
Leasehold : 

TRACT 2: 

Township 7 South, Range 95 West, 6th P.M. 
Section 6: Lot 5(38.06) and that part of Lots 6 and 10 lying Northwesterly of the WilcO,x Canal as 

constructed, statement and map on file in the office of the Clerk and Recorder of 
Garfield County, Colorado as Document No. 24452. 

Gross Acres : 76.18 (Assessed) 
5000% Interest: 

Net Acres : 38.09 
Leasehold : OPEN 

TRACT 3: 

Township 7 South, Range 95 West, 6th P.M. 
Section 6 Lots 6 and 10 lying Southeasterly of the Wilcox Canal as constructed , statement and 

map on file in the office of the Clerk and Recorder of Garfield County. Colorado as 
Document No. 24452 (38.18 acres, more or less, Assessor assessed acreage) ; 

and the SE/4SW/4 and NW/4SE/4 lying Northwesterly of Highway 6 & 24 and lying 
Northwesterly of the Northwesterly right -of-way line of the Denver and Rio Grande 
Western Railroad (55.47 acres , more or less); 
Except 9.63 acres, more or less, located in the SE/4SW/4 and NW/4SE/4, which is part 
of a 10.46 acre parcel located in Lot 9, the SE/4SW/4 and NW/4SE/4 of Section 6, said 
10.46 acre parcel more particularly described in Quit Claim Deed recorded in Book 875, 
Page 608, Garfield County records ; and 
Except 0.20 acres , more or less, located in the SE/4SW/4 of Section 6, which is part of 
a 12.79 acre parcel located in the SE/4SW/4 of Section 6 and in Lots 2, 3, and 4 of 
Section 7, said 12.79 acre parcel more part icularly described in Quit Claim Deed 
recorded In Book 875, Page 606, Garfield County records 

Gross Acres : 83.82 
100.00% 
83.82 
OPEN 

Interest: 
Net Acres : 
Leasehold : 
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TRACT 4: 

Township 7 South. Range 95 West. 6th P.M. 
Section 6: NE/4SW/4 

Gross Acres: 
Interest: 
Net Acres: 
Leasehold: 

TRACT 5: 

40.00 
50.00% 
20.00 
OPEN 

Township 7 South. Range 95 West. 6th P.M. 
Section 6: That portion of the following described parcel of land that lies within the 

SEl4SW/4 of Section 6, containing 1.53 acres, more or less: 

Township 7 South. Range 95 West. 6th P.M. 
Section 6 and 7: A parcel of land situated in Lot 9 and the SEl4SW4 of Section 6 and in Lot 2 of 

........., Section 7 and within the meander lines of the Colorado River in Section 7, all in 
Township 7 South, Range 95 West of the 6th P.M., lying Southeasterly of the 
Southeasterly right of way line of the Denver and Rio Grande Western Railroad 
and Northwesterly of the centerline of the Colorado River described as follows: 
Beginning at a point on the Southeasterly Right of Way line of said railroad 
whence the Quarter Corner common to Sections 6 and 7 in said Township and 
Range bears S. 15°29'18" E. 405.41 feet; thence S. 49°46'00" E. 1105.38 feet to 
a point in the center of said river ; thence S. 36°10'00" W . 169.14 feet along the 
center of said river; thence S. 49°00'00" W. 707.28 feet along the center of said 
river; thence S. 19°00'03" W. 393.97 feet along the center of said river; thence S. 
78°50'00" W . 453.72 feet along the center of said river; thence N. 18°55'00" E. 
226.67 feet; thence N. 75°30'00" W . 875.68 feet to a point on the Southeasterly 
right of way line of said railroad ; thence N. 40°18'00" E. 1758.59 feet along the 
Southeasterly right of way line of said railroad to the point of beginning, containing 
38.16 acres, more or less. 

Except a parcel of land situated in Lot 9 and the SE/4SW/4 of Section 6 and in 
Lot 2 and the N/2 of Section 7, all in Township 7 South, Range 95 West of the 6th 
P.M ., lying Northwesterly of a sub-channel of the Colorado River, said parcel of 
land being described as follows : Beginning at a point whence the Quarter Corner 
common to said Sections 6 and 7 bears S. 01 °13'08" W. 293 .87 feet; thence S. 
49°46'00" E. 955.38 feet to a point in the center of said river; thence S. 36°10'00" 
W. 169.14 feet along the center of said river; thence S. 49°00'00" W. 475.00 feet 
along the center of said river; thence N. 49°46'00" W. 895.72 feet; thence N. 
40°18'00" E. 638.17 feet to the point of beginning; containing 13.76 acres, more 
or less. 

Except a parcel of land located within Lot 2 of Section 7, Townsh ip 7 South, 
Range 95 West, 6th P.M ., Garfield County, Colorado, and more particularly 
described as follows:Beginning at a point on the north line of Parcel 1 and the left 
bank of an irrigation ditch from whence the W'J. corner of said Section 7 bears S. 
46°12'29" W . 2351 .67 feet; thence along said bank with the following courses N. 
21 °00'18" E. 145.12 feet; thence N. 71 °16'53" E. 158.08 feet ; thence S. 54°03'07" 
E. 111 .80feet; thence S. 13°41'43" E. 56.39 feet; thence S. 08°33'11 " W . 140.96 
feet to a point on the north line of said Parcel 1; thence N. 75°30' W . along said 
north line 294.00 feet to the point of beginning; containing 1.22 acres, more or 
less . 
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TRACT 5: (con't) 

Gross Acres: 1.53 
100.00% 
1.53 
OPEN 

Interest: 
Net Acres: 
Leasehold : 

TRACT 6: 

Township 7 South, Range 95 West, 6th P.M. 
Section 6: A parcel of land in Lots 8, 9 and the NW/4SE/4 lying Northwesterly of the centerline of 

the Colorado River and Southeasterly of the Southeasterly right-of-way line of the 
Denver and Rio Grande Western Railroad (containing 25.06 acres), described as 
follows: 
Beginning at a point on the Southeasterly right-of-way line of said railroad whence the 
Quarter Corner common to Sections 6 and 7 in said township and range bears: 
S.19°36'53'W. 949.13 feet; thence N.40018'00"E. 821 .83 feet along the Southeasterly 
right-of-way line of said railroad; thence 592.74 feet along the arc of a curve to the right, 
having a radius of 3083.62 feet, the chord of which bears: N.45°48'25"E. 591 .82 feet to 
a point on the Easterly line of said NWXSEX; thence S.01 °23'06"E. along the Easterly 
line of said NW/4SEl4, 691 .33 feet to the Southeast Corner of said NW/4SEl4 being the 
same as the Northwest Corner of said Lot 8; thence S.8r59'20"E. along the Northerly 
line of said Lot 8,687.62 feet to a point in the center of said river; thence S.5r24'OO"W. 
57.17 feet along the center of said river; thence S.52°06'00"W. 462.00 feet along the 
center of said river; thence S.40028'OO'W . 398.99 feet along the center of said river; 
thence S.29°37'13'W. 420.94 feet along the center of said river; thence N.49°46'00"W . 
1 021 .82 feet to a point on the Southeasterly right-of-way line of said ra ilroad, the point of 
beginning, Except 0.06 acres as described in Boundary Line Agreement recorded in 
Book 654, Page 830, Garfield County records . 

Gross Acres: 25.00 
100.00% 
25.00 
OPEN 

Interest: 
Net Acres: 
Leasehold : 

TRACT 7: 

Township 7 South, Range 95 West. 6th P.M. 
Section 6: That part of Lot 7 lying Northerly of Highway 6 & 24 and lying Northerly of the Northerly 

right-of-way line of the Denver and Rio Grande Western Railroad . 

Gross Acres : 
Interest: 
Net Acres : 
Leasehold: 

File No.: 1009 

1.47 
16.66667% 
0.245 
OPEN 

GV Parachute \ Exxon Minerals T7SR95W Sec 6 NW S2.doc 
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EXXON MINERAL OWNERSHlP 

Certified to March 8. 2004 

TOWNSHIP 7 SOUTH, RANGE 95 WEST 6T1i P M 
SECTION 6: NW/4. SI2 , . , 

TRACf I 
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@ 
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PARACHUTE B 7 

16-6(T) 

S 

SEE-MAP 
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EXHmIT "B" Oil and Gas Lease 
Attached to and made a part of that certain ~on Mobil Corporation and Williams 
Production RMT Company. ExxonMobil Trade 1030794. 

DEFINITIONS 

EXHIBIT "E" 
GAS BALANCING AGREEMENT ("AGREEMENT") 

ATTACHED TO AND MADE PART OF THAT CERTAIN 
OPERATING AGREEMENT DATED, ____________ _ 

BYANDBETWEEN ________________________ _ 

AND ==-::-=-=-=-==-=-_______________ ("OPERATING AGREEMENT") 
RELATING TO THE AREA 
______________ COUNTy~ARISH, STATEOF _______________ _ 

The following definitions shall apply to this Agreement: 

1.01 "Arm's Length Agreement" shall mean any gas sales agreement with an unaffiliated 

agreement with an affiliated purchaser where the sales price and delivery conditions 

purchaser or 

under such 

any gas 

agreement 

sales 

are 

representative of prices and delivery conditions eXlstmg under other similar agreements in the area between 

unaffiliated parties at the same time for natural gas of comparable quality and quantity. 

1.02 "Balancing Area" shall mean (select one): 

• each well subject to the Operating Agreement that produces Gas or is 

single well is completed in two or more producing intervals, each 

production is not commingled in the wellbore shall be considered a separate well. 

o all ofthe acreage and depths subject to the Operating Agreement. 

o 

allocated a share of Gas production. If a 

producing interval from which the Gas 

1.03 "Full Share of Current Production" shall mean the Percentage Interest of each Party in the Gas actually produced 

from the Balancing Area during each month. 

1.04 "Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, whether from a well classified 

as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may be made 

available for sale or separate ' disposition by the Parties, excluding oil, condensate and other liquids recovered by 

field equipment operated for the joint account. "Gas" does not include gas used in joint operations, such as for fuel, 

recycling or reinjection, or which is vented or lost prior to its sale or delivery from the Balancing Area. 

1.05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing Area 1J1 excess of its Full 

Share of Current Production, whether pursuant to Section 3.3 or Section 4.1 hereof. 

1.06 "Mcr' shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas contained 1J1 one cubic 

foot of space at a standard pressure base and at a standard temperature base. 

1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean the quantity of heat 

required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a 

constant pressure of 14.73 pounds per square inch absolute. 

1.08 "Operator" shall mean the individual or entity designated under the terms of the Operating Agreement or, in the 

event this Agreement is not employed 1J1 connection with an operating agreement, the individual or entity 

designated as the operator of the welles) located in the Balancing Area. 

1.09 "Overproduced Party" shall mean any Party having taken a greater quantity of Gas from the Balancing Area than 

the Percentage interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area. 

1.1 0 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest in 

tile cumulative quantity of all Gas produced from the Balancing Area. 

1.11 "Party" shall mean those individuals or entities subject to this Agreement, and their respective heirs, successors, 

transferees and assigns . 

1.12 "Percentage Interest" shall mean the percentage or decimal interest of each Party 111 the Gas produced from the 

Balancing Area pursuant to the Operating Agreement covering the Balancing Area. 

1.13 "Royalty" shall mean payments on production of Gas from the Balancing Area to all owners of royalties, overriding 

royalties, production payments or similar interests. 

1.14 "Underproduced Party" shall mean any Party having taken a lesser quantity of Gas from tile Balancing Area than 

the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area. 

1.15 "Underproduction" shall mean the deficiency between the cumulative quantity of Gas taken by a Party and its 
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Percenuge Interest in the cumulative quantity of all Gas produced from the Balancing Area. 
1 

2 
1.16 • (Optional) "Winter Period" shall mean the month(s) of _____ ~N'-'I_"o_'_ve"'I"'n"'b_"er'_"'al"'ld"_"D'_'e"'c_"el'_!.n"'b"'e!..r ____________ ___ in one 

3 
calendar year and the month(s) of ____ --"'Jae!n'-'l"'la"-rv!...-"a'-'.nd~F_'e!!.b'_'ru!!a'_'.ry_'_ _______________ in the succeeding calendar year. 

2. BALANCING AREA 
4 

2.1 If this Agreement covers more than one Balancing Area, it sha ll be appli ed as if each Balancing 
5 

Area were covered 

by separate but identical agreements. All balancing hereunder shall be on the basis of Gas taken from 
6 

measured in (Altemath'e 1) 0 Mcfs or (Alternative 2) . MMBtus. 
7 

the Balancing 

2.2 In th e event that all or part of the Gas deli verable from a Balancing Area is or becomes 
8 

maXllllum lawful prices, any Gas not subject to price controls shall be considered as produced from 
9 

subject to one or 

a single Balancing 

Area 

J110re 

Area -U) 0:: _ .... a: 
=aleJ 
!!!!!!! Q.. CSl 
iiii ~ CSl II 

and Gas subject to each maximum lawfu l price category shall be considered produced from a separate Balancing Area. 
10 

3. RIGHT OF PARTIES TO TAKE GAS 

3.1 Each 

the 

Party desiring 

of the 

to take Gas will notify the 

the 

Operator, 

pipeline 

or cause the Operator to be 

(if avai lable) 

notiljed, 

and meter 

of the volumes 

relating nominated, name transporting and contract number station 
=== ~ CSl 12 
_ CSlO 13 

- o:t CSl to 
- CSl CSl 14 

such delivery, suffic iently In advance 

pipeline 

for the Operator, acting 

so 

with reasonable dili gence, 

nominated and confirmed 

to meet all nomination and other 

IS authorized to deliver the vo lumes IS to the =CSl 
~~ 15 

_ In .... 16 
_N 

requirements. Operator ( if confirmati on required) 

transporting pipeline in accordance with the terms of this Agreement. See Article 14.a) 

__ ....... 0::1 7 
3.2 Each Party shall make a reasonable, good faith effort to take its Full Share of Current Production each month, to the 

e,,1ent that such production is required to maintain leases 111 effect, to protect the producing capacity of a well or reservoir. to --ex) 
iiii CSl en I 8 _ N 

=~'"" 19 
iiii:g 0 20 

preserve correlative rights, or to maintain o il production. 

!!!!!!! In.... 2 I __ U)N 

22 

23 

24 

2 5 

3.3 When a Party fails for any reason to take its Full Share of Current Production (as such Share ma y be redu ced by the 

right of the other Parties to make up for Underproduction as provided herein), th e other Parties shall be entitled to take any 

Gas which such Party fails to take. To tJle e,,1ent practicable, such Gas shall be made available initially to each Underproduced 

Party In the proportion that its Percentage Interest 111 the Balancing Area bears to the total Percentage Interests of all 

Underproduced Parties desiring to take such Gas. If all such Gas is not taken by the Underproduced Parties, the portion not 

taken sha ll then be made avai lable to the other Parties in the proportion that their respective Percentage Interests In the 

Balancing Area bear to the total Percentage Imerests of such Parties. 

3.4 All Gas taken by a Party 111 accordance w ith the provisions of tJlis Agreement, 
27 

underproduced or overproduced, sha ll be regarded as Gas taken for its own account with 

26 
regardless o f whether such Part y is 

title being taking 
28 

29 

30 

31 

32 

33 

34 

35 

36 

Party . 

3.5 

Gas 111 

Monthly 

thereto 111 such 

Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in an y month to take an y 

excess of three hundred percent (300%) of its Percentage Interest of the Balancing Area's then-current Maximum 

Avai labi lity; provided, however, that this limitation shall not apply to the e,,1en t that it would preclude production 

that IS required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve con'eiati ve 

right s, or to maintain oil production. "Maximum Monthly Availabilit y" shall mean tJle maximum average monthl y rate o f 

production at which Gas can be delivered from the Balancing Area, as detenllined by the Operator, considering the maximum 

etTtci ent well rate for each well within the Balanci ng Area, the maximum allowable(s) set by the appropriate regulatory agency, 

mode of operation, production facility capabilities and pipeline pressures. 
37 

3 .6 In the event that a Party fails to make arrangements to take its Fu ll Share of Current Production required to be 
38 

produced to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correla ti ve rights, or 
39 

40 

4 1 

42 

to maintain oil production, the Operator may sell any part of such Party's Full Share of Current Production that such Party fails 

to take for th e account of such Party and render to such Party, on a current basis, the full proceeds of th e sale , less any 

reasonable marketing, compression, treating, gathering or transportation costs incurred directly in connection with the sale of 

snch Full Share of Current Production. In making the sale contemplated herei n, the Operator shall be obligated only to o btain 
43 

such price and cond itions for the sale as are reasonable under the circumstances and sha ll not be obligated to share any o f its 
44 

markets. Ally such sa le by Operator under the terms hereof shall be onl y for such reasonable periods of time as are cons istent 

WitJl the minimum needs of the industry under the particular circumstances, but in no event for a period 111 excess of one 
46 

year. otwitJlstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a Party under the provisions hereof sha ll 

45 

47 

48 

49 

50 

51 

52 

53 

be deemed to be Gas taken for the account of such Party. See Article 14.b) 

4. IN-KIND BALANCING 

4. 1 Effective the first day of any calendar month following atleast _-!t""h",iI1-'-YL' __________________ _ 30 ) davs' pri or 

wrin en notice to the Operator, any Underproduced Party 

Production and any Makeup Gas taken pursuant to Section 

may 

3.3 

begin taking, in addition to its Full Share of CUITent 

of thi s Agreement, a share of CUITent production determined 

by multiplying _--'-t\:..:,Y_"e!!.nt""yc....-!.!fi.:.v.:.e __________ percent (_--'2"'5'--__ %) oftJle Full Shares of CUITent Production of all Overproduced Pal1ies by 

a fraction. the numerator of which is the Percentage Interest of such Underproduced Party and the den ominator of whi ch 

54 IS tJle total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an 

55 p-rcellt ( 2)-Overproduced Pa11)' be required to provide more than _...!t"'w"'e"'n!.:tYL.:-"'fiC!v"'e _____________ ' 
56 

57 

58 

Producti on for Makeup Gas. The Operator will promptly notify all Overproduced Pal1ies of the 

%) of its Fu ll Share of Current 

election of an Underproduced 
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Pany to begin taking Makeup Gas . 

----'4..".2.!--S (O"Rs nal Se8SsRaI Limilatien 8n 

a·cerage melllh l ~' ame~lIll ef MalEellJ3 Gas laltell b)' 

shall Ilel elleees Ihe IRenlh l), afllellill 

4.2 • (O ptional Season al Limitation on 

Moloe up O"tiSR 1) ~lelwilhslallsillg IAe J3re,·isieRs ef Sealiell 4.1. 

aR Ullserpresllees Part~' sllrillg Ihe Wi Il ler Paries I"lIrSIiRIlI Ie Seetiell 

ef MallellJ3 Gas lallell by sueh UllserI"resuees Party (hiring 

) meRlhs imm esialely I"reeesiflg lhe Willier Peries . 

Makeup O plion 2) Notwithstanding the provisions of Section 4. 1. 

lhe 

'I.l 

Ihe 

no 
6 
7 Overproduced Pany will be required to provide more than _~t~elC!.I __________________ p~rcent (,-_-,-1",0 __ %) of its Full Share 

of Current Production for Makeup Gas during the Winter Period. 
8 
--4'I~Jf--S (O"lienal) ~Iel\" ilhslallsiflg EIII~ elher I"revisiell ef Ihis Agreeillelll; al s~leh lillIe ails fer se 

9 
(iRsefar as eelleems I"reSlieliell b, ' Ihe 0fleflller) a llY Uflaarflresuees Part)'. selerlHilles ill gees failh 

lellg as OflerAler. er 

lhal all Overflreau eea 
10 

Party has flrealleea all ef ils share ef Ihe loIi1imalel), reee" eraele resen'es ill lhe 8alafleillg /\,eA. sueh OverJ3reallees Par'.y RlAy 
II 

lle reEjlolirea Ie malle A,'ailable fer Mailellfl GAS. lIflell Ihe samalls ef Ihe Ol"eraler er all)' UnaerJ3reaueea Party. loll" Ie 
12 

13 
I"ereelll ( %) efslIeh Overl"resueea Part)"s Full SAare efCloIrrell1 Preaueliell. 

5. STATEMENT OF GAS BALANCES 

5.1 The Operator will maintain appropriate accounting on a monthl y and cumulative basis of the volumes of Gas that each 
15 

Pany is entitled to receive and the volumes of Gas actually taken or so ld for each Pany's account. Within fony-five (45) days 
16 

14 

after the month of production. the Operator will filrl l ish a statement for such month showing ( I ) each Pany's Full Share of 
17 

Current Production. (2) the total volume of Gas actually taken or sold for each Part y's account. (3) the difference between 
18 

the vo lume taken by each Pany and that Pany's Full Share of Current Production. (4) 
19 

the Overproduction or 

Underproduction of each Party. and (5) other data as recommended by the 
20 

Accountants Societies hereafter. Bulletin as amended supplemented Each 0.24. or 

the Operator any data required by the Operator for preparation of the statements required hereunder. 

provisions 

Pany taking 

of 

Gas 

the 

will 

Council of PetroleulII 

promptly provide to 
21 

22 

23 

24 

25 

5.2 If any Pany fai ls to provide the data required here in for four (4) consecutive production lIIonths. Ihe Operator. or 

where the Operator has failed to provide data. another Pany. may audit the production and Gas sales and transportation 

volumes of the non-reponing Pany to provide the required data. Such audit shall be conducted onl y after reasonable notice and 

during normal business hours in the office of the Party whose 
26 

will be charged to the account of the Pany failing to provide the required data. 
27 

6, PAYMENTS ON P RODUCTION 

records are being audited . All costs associated with such a udit 

28 
6. 1 Each Party taking Gas shall payor cause to be paid all production and severance taxes due on all volumes of Gas 

29 
actually taken by such Party. 

30 
6.2 • (Alternat ive 

31 
- Ent itlements) Each Pany shall payor cause to be paid all Royalty due wiUI respect to Royalty 

32 owners to whom it is accountable as if such Pany were taking its Full Share of Current Production. and on ly its Full Share of 

33 Current Production. 

34 6.2 .1 S (OptieRI.J Fe!' use s Ri), with SeeUe n 6,2 Allel'tIAIi\'e Entitlem ent) Ul"en written reEjllesl ef a Pal1y 

35 lailing less Ihan ils FIoI II Share ef Curren I Proslle.ien in a gi " en lIIenlh ("Currenl UnaeFflreaueer"). an)' Pafly lailing mere lhall 

36 ils FIoIII Share ef Ctlrrelll Presuelien in sueh file nIh ("CloI rrenl Ovefl"realleer") • .... ill I"a:( Ie sueh Cloirrenl Unaefl"reaueer afl 

37 aHleunl eaeh monlh eEjllal Ie Ihe Reyall)' flereeillage ef IAe preeeeas reeei , 'ea by lhe Cloirreni O"erJ3resueer fer Ihal pel1ien ef 

38 the CtlA'enl U.,seFJlrealoleer's FIoIII ShEIl e Bf Cloirreni Presllelien lalten ey tile CurreRI OverJlrestcleer; Jlre"iaeEl. hewe"er. Ihal 

39 wi ll nel eHeeea lhe Reyah)' pereenlage lhal is eemmen Ie all Reyalty IlUraens in Ihe /\reo. Pa)'IRenls 

40 IIItiae pursuAnl Ie Ihis Seelien 6.2.1 "ill ee aeellles flaYlllellls Ie Ihe Unaerllrealoleea Part)"s Re)'ah)' ewners llufI"eses ef 

41 Seetien 7.5. 

42 --.{j6";.2<!--S (Altel'lloti 'e 2 Sales) haeh PaAy shall I"Ay eF eallsa Ie lle I"aia Reyalty aile wilh reSl"ecl Ie Reyalty e · ... 'ners Ie 

43 ,,,hem il is aeeeuntaele eases ~ll lhe , 'e lwlle efGas aamall)' lalleR fer ils aseeUII!. 

44 6.3 In the event that any governmental authority requires that Roya lty payments be made on any other basis than that 

45 provided for III thi s Section 6. each Palty agrees to make such Royalty payments according ly. commencing on the effective date 

46 required by such governmental authority. and the method provided for herein shall be Ulereby superseded. 

47 7. 

48 

CASH SETTLEMENTS 

7.1 pon the earl ier of the plugging and abandonment of the last producing interval in 

49 of the Operating Agreement or any pooling or unit agreement covering the Balancing Area. 

the Balancing Area. the terminati on 

or at any time 110 Gas IS taken 

50 from the Balancing Area for a period of twelve (12) consecutive months. any Pany may give written notice calling for cash 

5 1 sen lement of the Gas production imbalances among the Panies . Such notice shall be given to all Parties in the Balancing Area. 

52 7.2 Within sixty (60) days after the notice calling for cash settlement under Section 7.1. the Operator will distribute to each 

53 Party a Final Gas Settlement Statement detailing the quanti ty of Overproduction owed by each Overproduced Party to ea h 

54 Underproduced Pany and identifYing the month to wh ich such Overproduction is attributed. pursuant to the methodology 

55 set out in Seclion 7.4. 

56 7.3 

57 Statement, 

58 

• (Al tem ative I - Direct P311y-to-Pa rty Settlement) Within sixty (60) days after 

each Overproduced Puny will pay to each Underproduced Party entitled 

receipt of the Final Gas Settlement 

to senlement the appropriate cash 
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settl ement, accompanied by appropriate accounting detail. At the time of payment, the Overproduced Party wi ll notify the 

2 Operator of the Gas imbalance settl ed by the Overproduced Party's payment. 

3 7.3 B (AUenloti, 'e 2 SeUlenlen t T h l'ougll O pel'OtoF) Within siJ(-!y (GG) sa)'s aAer reeeiJ3t of Ihe Final Gas Selllemeni 

4 SlalemeBI, eaah OyerJ3rOeliees Part)' will selle ils eash selilemeftl, aeeoFllpaniee B)' appropriale 

5 Operater. The Operalor will sislriBlile Ihe manios so reoei.'es, along wi!h any selilemeBI owee 

aeeelinliBg 

By the 

aelail , 

Operalor 

to Ihe 

8S an 

6 Overproalioes Parly, Ie eaeh UBserpraslleee Pftfty 10 '"hom sel1lemeBI is elle wilhin BiBel)' (9G) eays aAer issllanee ef the 

7 Final Gas Selilement Stalement. In the e"eBt !hal WI)' OyerprOeliees Party fails 10 pay any seltlement Slie hereli Beer, the 

8 Operalor may tliA! over responsiBilily fer the eolleelion of slleh seHlemenl 10 the Part)' t o ,, 'h em it is o' vee, aBa the Operator 

9 will have ne RII"lher responsibilily wilh regaralo sueh selilemenl. 

10 7.3 . 1 B (Optional Fal' use on)y with Seetion 7,3, .Y lel'Aotive 2 Settlement T h l'ough Opel'alOlo) Any Party sha ll haye 

II Ihe righl al an)' lime Up OB Ihirt ), (3Q) sa)'s' prior "'Fillen Ilolioe Ie all olher Parties 10 eemans Ihlll an)' sett lements aue sueh 

12 Part)' rer Oyerpreeuelion be pais sireell y 10 s~Ieh Pftfty By the O"orproa~I eee P8F!/, mlher Ihan being paie tltrough Ihe 

13 0J3eralor. In Ihe evenl that an O "'erproaueea Party pays the Operalor an)' sums elle 10 an Unaerprosueea Pal"lY al un)' lime 

14 aAer lhirty (3Q) ea)'s rellowing Ihe reeeipt of tho noli ee provieee fe r herein, Iho O"erprosllees Pftft)' " 'ill ea nlilule la Be liable 

J 5 10 sll eh Ulleerproell oea Part)' for allY SllillS so paie, unlil paymenl is aewall)' reeei .'ee B) "he Unaerpraall aea Party. 

16 7.4 . (Altem ative Hislolica l Sales Basis) TIle amount of the cash settlement will be based on the 

17 received by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time 

proceeds 

by the 

18 Overproduced Party III excess of the Overproduced Party's Full Share of Current Production. Any Makeup Gas taken by the 

19 Underproduced Party pri or to monetary settl ement hereunder will be applied to offset Overproduction chro nologica ll y III the 

20 order of accrual. 

21 7. q B (AHem ali .. e 2 Most Reeent Sales Basis) The amo~mt of the aash selileillelll "'ill be Basee on Ihe proeeees 

22 reeei"es By Ihe O.'eFflreeueea Part)' uneer WI Ann's Length Agreement fe r the "olume of Gas Illal eonslitulea O"erflraauelion 

23 b~' Ihe O"erproelleee PaI1)' frorn !he Balaneing Fcea. For !he J3lirpose ef implemen!ing tha eash seUlelllent pro"ision of Ihe 

24 Seetiall 7. all O,.'erflrosueee Party will nat be eensieeree 10 ha.'e flrasueea WI)' of an UnserJ3rosueee Party's share of Gas unlil 

25 Ihe O. 'erj3FOalieea Part)' has pFeelioea eHnuilati"'ely all of its Pereen!age Interest share ef the Gas ultimatel )' prosueea fro m Ihe 

26 Balaneing ,~ 

27 7.5 The va lues used for calculating the cash settlement under Section 7.4 will include all proceeds received for the sale of the 

28 Gas by the Overproduced Party calculated at the Balancing 

29 Roya lty actually paid by the Overproduced Party to an 

Area, after deducting a ny production or severance taxes paid and any 

Underproduced Party's Royalty owner(s), to the e>.1ent sa id payments 

30 amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression, 

3 1 treating, gathering or transportation costs incurred directly in connection with the sale of the Overproduction . 

32 7.5.1 . (Optional For Valuat ion Undu Pucentage of Proceeds Cont racts) For Overproduction sold under a gas 

by the purchaser upon resale of 

for calcu lating cash settlement will 

the residue gas attributable to the 

33 purchase contract 

34 residue gas and 

35 include proceeds 

36 Overproduction. 

providing for payment based on 

liqu id hydrocarbons extracted at a 

recei ved by the Overproduced Party 

a percentage of the 

gas processing plant, 

for both the liquid 

proceeds obtained 

the values used 

hydrocarbons and 

37 7.5.2 B (O ptional Valuatio n fe l' PI'oeessed Cas Option 1) For O"eFflroslietion proeessea for the aeeOlillt af lhe 

38 OveF(3roaueea Pal"l)' al a gas !lroeessing !llan! fer !he eJilraelion of li~lIis hyaroearbons, Ihe full ~uall lil )' of Ihe O"erl"roalleliell 

39 ... ill be '.'a l ~l e a far pllrpeses of eash selilenlenl al Ihe priees reeei.'ea By tAe O"erpraaHeee Part )' fer the sale of Ille resielie gas 

40 attributable to tIle O.'erflreau~lioll without regare to prooeees aHriBlitasle to 1i~~Iis h)'sroearsolls whieh Inay ha.'e been 

41 c)itraelea from the O"erproelietion. 

42 7.5,2 . (O ptional Valuation for Processed Gas O ption 2) For Overproduction processed fo r the account of the 

43 Overproduced Party at a gas processing plant for the extraction of liquid hydrocarbons, the va lues used for ca lculating cash 

44 settlement wi ll include the proceeds received by the Overproduced Party for the sa le of the liquid hydrocarbons extracted from 

45 the Overproduction, less the actua l reasonable costs incurred by the Overproduced Party to process the Overproduction and to 

46 transport, fractionate and handl e the liquid hydrocarbons extracted therefrom prior 10 sa le. 

47 7.6 To the extent the Overproduced Party did not se ll all Overproduction under an Arm's Length Agree ment, the cash 

48 settlement wi ll be based on the weighted average price received by the Overproduced Party for any gas sold from the 

49 
Balancing Area under Arm's Length Agreements during the months to which 

50 
Overproduction is such 

that no sa les under Arm's Length Agreements were made during any such 
51 

basee ell the spat sales J3rioes pliB lis hes fer Ihe apfllieallle geographie area 

52 00»etifl. See Article 14.c) 
53 

month, the cash settlement 

auring sueh monlh in a 

attribut ed. 

for such 

In the event 

month will be 

aeeeJ3lable J3 ri eing 

7.7 Interest compounded at the ~Prime rate in effect at Citibank N.A. of New York, plus one percent [I %) 
54 percent ( %) per annum or t le maximum lawfi.tl 

55 rate of interest applicable to tJle Balancing Area, whichever is less, will accnle for all amounts due under Section 7. 1 beginning 

56 the first day fo llowing the date payment is due pursuant to Section 7.3. Such interest sha ll be borne by the Operator or any 

57 Overproduced Party III the proporti on that their respective delays beyond the deadlines set out in Sections 7.2 and 7.3 

58 
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2 7.8 In lieu o f Ole cash sett lement requ ired by Section 7 .3, an Overproduced Party may deliver to the 'nderproduced Pan y 

3 an offer to sett le its Overproduction in-kind and at such rates, quantities, times and sources as may be agreed upon by the 

-I Underproduced Party. If the Parties are unable to agree upon the matUler in which such in -kind sett lement gas will be 

furni shed with in six1y (60) da ys after the Overproduced Part y's offer to settl e in kind. whi ch peri od may be ex1ended by 

6 agreement of said Parti es, the Overproduced Party shall make a cash settlement as provided in Section 7.3 . The mak ing of an 

7 in-kind settl ement offer under this Section 7.8 will not delay the accrual of interest on the cash settl ement should the Panies 

8 fail to reach agreement on an in-ki nd settl ement. 

9 7.9 . (O ptional - FOI' Bal ancing Areas Subject to Federal Price Regulation) That p0l1ion of anv monies coll ected by an 

10 Overproduced Party for Overproduct ion which is subj ect to refund by orders of the Federal Energy Regulatory Commiss ion or 

II other governmental authorit y may be withheld by the Overproduced Pan y unti l such prices are fu ll y approved by such 

12 governmenta l authority, un less the Underproduced Party furni shes a corporate undertaking, acce ptable to the Overproduced 

J3 Party. agreeing to hold the O verproduced Party harmless from finan cial loss due to refund orders by sllch governmental 

14 auOlOrity. 

15 7. 10 . (Optional InteJim C ash Balancing) At any time during the term of this Agreement, any Overproduced Pan y 

16 may, in its sole di screti on, make cash settlement(s) with the Underproduced Parties covering all or PaJ1 of its outstanding Gas 
offered to 

17 imbalance, provi ded that such settlements must be maae wit h all Underproduced Part ies proportionately based on the relative 

18 imbalaJlces of the Underproduced Parties, and provided furOler that such settl ements may not be made more often tha n once 

19 every twenty-four (24) months. Such settl ements will be ca lcul ated 111 the same marUler provided above for final cash 

20 settlements. TIle Overproduced Part y will provide Operator a detai led accounting of any such cash settl ement within thi n y (30) 

2 1 days a fter the settlement is made. 

22 8. TESTI G 

23 Notwi thstanding any provision of thi s Agreement to the contrary, any Party shall have the right, from time to time, to 

24 produce and take up to one hundred percent ( 100%) of a well 's entire Gas stream to meet the reasonable de liverabil ity testes) 

25 required by sLl ch Party's Gas purchaser, and the ri ght to take any Makeup Gas shall be subordi nate to the ri ght of any Party to 

26 conduct such tests; provided, however, that such tests shall be conducted in accordance with prudent operati ng practi ces onl y 

27 after thit1V 30 ) days' prior written notice to the Operator and shall last no longer than 

28 seventy-two 72 ) hours. 

29 9. O PERAT ING CO STS 
30 Nothing in thi s Agreement shall change or affect any Party's obligation to pay its proportionate share of all costs and 

3 1 liabiliti es incurred in operations on or in connecti on with the Balancing Area, as its share thereof is set forOl in the Operating 

32 Agreement, irrespective of whether any Party is at any time sell ing and using Gas or whether such sa les or use are In 

33 proponion to its Percentage Interest in the Balancing Area . 

34 10. LIQUID S 
35 The Part ies sha ll share proportionately in and own all liquid hydrocarbons recovered wit h Gas by fi eld equ ipment operated 

36 for the joint account in accordance with their Percentage Interests in the Balancing Area. 

37 11 . A OIT RlG HTS 

38 Notwithstanding 

39 notwithstanding any 

any provis ion 111 Oli s 

ternli nation or cancellation 

Agreement or any other agreement between the Part ies hereto, and fi.lt ther 

of thi s Agreement. for a peri od of two (2) years from the end of the ca lendar 

40 year in which any information to be furni shed under Section 5 or 7 hereof is supplied any Part y shall have the ri ght to audit 

4 1 the records of any other Party regarding quantit y, including but not limited to information regarding Btu -content. 

42 Any Underproduced Party shall have the ri ght for a period of two (2) years from the end o f the ca lendar year in which any 

43 cash settl ement is received pursuant to Section 7 to audit the records of any Overproduced Part y as to all matters concerning 

44 values, including but not limited to informati on regarding prices and di sposition of Gas from the Balancing Area . /\ny such 

-1 5 audit shall be conducted at the expense of Ole Party or Patti es desiring sll ch audit, and sha ll be conducted, after reasonab le 

46 noti ce, during norma l business hours in the offi ce of Ole Party whose records arc being audited. Each PaJ1y hereto agrees to 

47 maintain records as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own operations, 

48 along w ith the Roya lty paid on any such Gas used by a Party 111 its own operations. The aud it rights provided fo r in thi s 

49 Section II shall be in addition to those provided for in Section 5.2 of thi s Agreement. 

50 12. M ISCELLANEO US 
5 1 12.1 As between the Part ies, in Ole event of any confli ct between the provis ions of thi s Agreement and the provisions of 

52 any gas sales contract, or in the event of any conflict between the provisions of this Agreement and the provisions of the 

53 Operating Agreement, Ole prov isions of thi s Agreement shall govem . 

54 12.2 Each Party agrees to defend, indemnify and hold hannless all other Parti es from and against any and all liabil it y for 

S5 any claims, which may be asserted by any third party which now or hereafter stands in a contractual relati onship with such 

56 indemnifying Party and which ari se out of the operation of th is Agreement or any activities of such indemnifying Party under 

57 the provis ions of this Agreement, and does further agree to save the other Part ies harmless from all judgments or damages 

58 
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Operator IS authorized to 

3 Agreement, but shall 

4 connection with the 

otherwise 

have no 

performance 

li abi lity to the other Parties for losses sustained or li ab ility 

of Operator's duti es hereunder, except 

not be liable to any Underproduced 

such as may 

Party for the 

resul t 

failure 

administer the provisions of this 

incun·ed which arise out of or In 

from Operator's gross negl igence or 

5 wi ll fu l misconduct. Operator shall of any Overproduced Party, (other 

6 than Operator) to pay any amounts owed pursuant to the terms hereof. 

7 J 2.4 This Agreemen t sha ll remain in full force and effect fo r as long as the Operating Agreement shall remain in force and 

8 effect as to the Balancing Area, and thereafter until the Gas accounts between the Parties are settl ed in full , and shall inure to 

9 the benefit of and be binding upon the Parties hereto, and their respecti ve heirs, successors, legal representatives 

10 
and assigns, if any. The Parties hereto agree to give notice of the existence of thi s Agreement to any successor III interest of 

11 
any such Party and to provide that any such successor shall be bound by thi s Agreement, and shal l nlrther make any transfer of 

12 
any interest subject to the Operating Agreement, or any part thereof, also subject to the terms of thi s Agree ment. 

13 
12.5 Unless the conte~1 clearly indicates otherwise, u sed in the singu lar include words the plural , the plural includes the 

14 
si ngular, and the neuter gender includes the masculine and the feminine. 

15 
12 .6 In the event that any "Optional" provision of this 

16 
typed, printed or handwritten indicati on, such provis ion shall 

Agreement 

not 

is not adopted by the Pal1ies to thi s Agreement by a 

part of this Agree ment, and no in fe rence shall be 
17 

18 

form a 

made concern ing the intent of the Parti es in such event. In the event that any "Alternati ve" provision of thi s 

so adopted by the Parties, Alternative 1 in each such instance shall be deemed to have been adopted by the 

Agreement is not 

Parties as a resu lt 
19 

of any such omission . In those cases where it is indicated that an Optional provision may be used onl y if a specific Alternative 
20 

IS se lected: (i) a n election to include said Optional provision shall not be effective unl ess the Altemative III question is se lected; 
2 1 

and (ii ) the election to include said Optional provision must be expressly indi cated hereon, it being understood ihat the 
22 

selecti on of an Alternative either expressly or by default as provided herein shall not, in and of it self, constitut e an electi on to 
23 

24 
inc lude an assoc iated Optional provision. 

12.7 This Agreement shall bi nd the be construed Pal1ies in with the provis ions hereof, and nothing here in shall 
25 

or interpreted as creati ng an y 
26 

ri ghts 111 any person 

accordance 

or entity not a signatory hereto, or as being a stipulation in favor of any 

such person or entit y. 
27 

12.8 If with thi s effective, contemporaneously becoming Agreement or 
28 

execute an appropri ate memorandum or noti ce of thi s Agreement in order 
29 

thereafter, any 

to give third 

shall be duly 

Party 

parties 

requests that any other 

notice of record of same 

Party 

and 

30 

3 1 

32 

33 

34 

35 

submits same fo r execution in recordable form, such memorandum or noti ce executed by the Party to whic h such 

request is made 

shall cause the 

Balancing Area. 

12.9 If! Ihe 

and delivered promptly thereafter to the Party making the request. Upon receipt, 

memorandum or noti ce to be duly recorded 111 the appropri ate real property 

the Party makin g the request 

or other records afrecting the 

e.'ent lnlemal Sen'iee regulati s ns rBEluire a unifeAll Alelhee sf eelllj3uling lal,aBle ineeme all 

¥Paa;fI_ie~s" ~eafHe*hl--¥Pa;artrt-y)'-ila'1'gl:f"-ee<ei!!SHI~e>-ee<e;)!lflll~Jll+lIll<:e>-<alHllElel-"'re~j3Hle>f;Flf-IIt· ntee-eeflAllEel--ll<:eI--UHAtee>--Il-tllttleter'l'IlHla+-I-+RlEe""''eeltllMl+ee-~8;eei''pl'io'i-eee-e-f(s<seell'eee~tf--eBfllle-e)r-B as if sMeh Pafly were 

laking ils Full Share ef CliffeAI Pre eMeli en eMriAg eaeh rele'o'a-nt lal< Jlerj ee iA aeeereall ee , .... jlh SMell regtollali ens, inseror liS same 
36 

relate te enlillement methee lal< eelllJlUlali ens; er B Basee en Ihe Ellianlil), ef Gas laI(en fer ils 
37 

slleh regulati ens, inseroy as sallle relate Ie sa les melhea lal< eeAlj3ulalie ns. See Article 14.d) 

GeeeliAI III aeeereanee wilh 

38 
13, ASSIGNMENT AND RIGHTS UPON ASSIGNMENT 

39 
13 .1 Subject to the provisions of Sections 13 .2 (if elected) and 13 .3 hereof, and notwithstanding anyth ing in this Agreement 

40 
or in the Operating Agreement to the contrary, if any Party assigns (i nclud ing any sale, exchange or other transfer) any of it s 

41 
working interest in the Balancing Area when such Party is an Underproduced or Overproduced Party, the assignment or other 

42 
act of transfer shall , insofar as the Parti es hereto are concerned, include all interest of the assigning or transferring Party in the 

43 
Gas, all ri ghts to receive or obligati ons to provide or take Makeup Gas and all rights to receive or ob liga tions to make any 

44 
monetary payment which may u ltimatel y be due hereunder, as appli cab le . Operator and each of the other Parties hereto sha ll 

45 
thereafter treat the assignment accordingly, and the assigning or transferring Party shall look so lely to its assignee or other 

46 
transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be ent itl ed, and shall 

47 
cause its ass ignee or other transferee to assume its obligations hereu nder. 

48 
13 .2 . (Optional Cash Settlement Upon Assignment) Notwithstanding anything in thi s Agreement ( including but not 

49 
limited to the provisions of Section 13 .1 hereof) or in the Operating Agreemen t to the contrary, and subject to the provisions 

50 
of Section 13.3 hereof, in the event an Overproduced Party intends to sell , assign, exchange or otherwise transfer any of its 

interest III a Balancing Area, such Overproduced Party shall notify 111 writing the other worki ng interest owners who are 
51 

52 
Palties hereto in such Balancing Area of such fact at least . _--'s'-'-i"xt'-.ly'--_______________ , ___ ---'6"'0"-___ ) da ys prior to closin g the 

53 --
transaction. See Article 14.e) Thereafter. any Underproduced Party may demand from such Overproduced Party in writing, within 

) days after recei pt of the Overproduced Party's notice, a cash settlement of its 

shall be noti fied of any such demand and of any cash settl ement 

54 
thil1v 30 

55 
Underproducti on from the 

56 
pursuant to this Section 

57 

58 

Balancing Area. The Operator 

13 , and the Overproduction and Underproduction of each Party shall be adjusted accord ingly. Anv cash 
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settlement pursuant to thi s Secti on 13 shall be paid by the Overproduced Party eH er eefere 1l1e earlier Ie e eeHr (i) ef siJit)' (60) 

€lays al\er reeeifll s f Ihe U llaerflrea~eea PaFl)"s eiefllana er (ii) at the clos ing of the transact ion 111 which the Overproduced 
2 Partv se ll s. assigns, exchanges or otherwise transfers its interest in a Balancing Area on the same basis as otherwise set forth in 
3 the fi rst day" 

Sections 7.3 through 7.6 hereof, and shall bear interest at the rate set forth in Secti on 7.7 hereof, beginning s ilit)' (60) elfl)'S 

4 following the closinlt of ailer the O verpro-duced Party's sa le, ass ignment, exchange or transfer of its interest in the Balancing Area fo r any am ounts not 
5 

6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 1 

22 

23 

24 

25 

26 

27 

28 

29 

30 

3 1 

32 

33 

34 

35 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

paid . Provided, however, if any Underproduced Party does not so demand such cash settl ement of its Unde rproduct ion from the 

Ba lancing Area , such Underproduced Party shall look exclusively to the assignee or other successor 111 interest of the 

Overproduced Party g iving noti ce hereunder for the sati sfacti on of such Underproduced Party's Underproducti on III accordance 

wi th the provisions of Secti on 13.1 hereof See Articl e 14.1) 

13 .3 The provisions of th is Section 13 shall not be applica bl e in th e event any Party mortgages it s interest or di sposes of its 

interest by merger, reorgani zatio n. consolidat ion or sale of substantia ll y a ll of its assets to a subsidiary or parent company, or to 

any company in which any parent or subsidiary of such Party owns a maj ority of th e stock of sllch company. 

14. OT HER PROVISIONS (See Att achment) 
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of which when taken wi th all other cOllnterpal1s shall consti tute 
2 

a binding agreement between the Parties hereto; provided, however, that if a Party or Parties owning a Percentage Interest in 
3 
4 the Balancing Area equa l to or greater than a _____________ _ _____ percent ( %) therein [ail (s) to execute thi s 

5 Agreement on or before _________________ _____ , thi s Agreement sha ll not be binding upon any Party and shall be of 

no fin1her force and effect. 
6 

7 

8 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

IN WITNESS WHEREOF. thi s Agreement shall be effecti ve as of the _____ day of ___________ _ 

ATTEST O R WITNESS: OPERATOR 

BY: 

Type or print name 

Titlc _______________________ _ 

Date _______________________ _ 

Tax ID or S.S. No. __________________ _ 

NON-OPERATORS 

BY: 

Type or print name 

Title _______________________ _ 

Date _______________________ _ 

Tax ID or S.S. No. __________________ _ 

BY: 

Type or print name 

Title ___________ ____________ _ 

Date _______________________ _ 

Tax ID or S.S. No. _ _________________ _ 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

1111111111111111'" --1111111111111111111111111111111111 
AA.P.L. FORM 610-E - GAS BALAN'--Il~1J AGREEMENT - 1992 658694 08/25 / 2004 04 :17P B1617 P71 M ALSDORF 

28 of 29 R 146 .00 D 0 .00 GARFIELD COUNTY CO 

ACKNOWLEDGMENTS 

ote: The fo llowing forms of ack nowledgment are the short !OffilS approved by the Uniform Law on Notaria l Acts. The 

validity and effect of these fonns in any state wi ll depend upon the statutes of that state. 

Ind ividual acknowledgment: 

State of _______ _ 

) ss. 

County of _______ _ 

T his inslnllnent was acknowledged before me on _______________________________ _ 

_____________________________________ by __________________________________________________ ___ 

(Seal , if any) 

Title (and Rank) ___________________ _ 

My commission expires : ________________ _ 

Acknowledgment in representative capacity: 

State 01' ________ _ 

) ss. 

County of _______ _ 

This instrument was acknowledged before me on _______________________________ __ 

_____________________ by ____________________ ________ as 

of 

(Sea l, if any) 

Title (and Rank) ___________________ _ 

My commission expires : ________________ _ 



EXHIBIT "C" 
SHORT FORM 

GEOLOGICAL REQUIREMENTS 

Attached to Trade No. 1030794 between Exxon Mobil Corporation and Williams Production RMT Company. 

ADDRESSES AND CONTACTS: 

a. Geological Representative: 
ExxonMobil Production Company 
P.O. Box 4697 
Houston TX 77210-4697 

Attention: Marky Dewhirst 
396 W. Greens Road, Room 304 
Houston, TX 77002 

Bus. Phone: 713-431-1716 
Fax: 713-431-1518 

b. Land Representative: 
ExxonMobil Production Company 
P.O. Box 4610 
Houston, TX 77210-4610 

Attention : C H. Dunbar 
515 W. Greens Road, Room 636 
Houston, TX 77067 

Bus. Phone: 713-431 -1 249 
Fax: 713-431-1475 

NOTIFICATION PRIOR TO COMMENCEMENT OF ANY OPERATIONS: 
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You shall forward to Exxon's Land Representative all forms required by any governmental regulatory agency, which shall 
include but not be limited to those pertaining to the permit for drilling, deepening or plugging back, completion or recompletion, 
potentials or plugging on all wells drilled or operated hereunder. 
You shall forward to Exxon's Land Representative a plat of the location of each well required or permitted hereunder. The plat 
shall be prepared with tlle service of a licensed practicing surveyor. 
You shall give Exxon's Geologic Representative at least twenty-four (24) hours notice prior to commencement for drilling. 

DURING THE PROCESS OF DRILLING, YOU SHALL: 

Give Exxon's authorized representatives access at all times to tlle derrick floor, well site grounds, to all cores, cuttings, depths, 
logs and other information of whatever nature obtained in the drilling of any well hereunder, including but not limited to such as 
hereinafter specifically set forth . 
Drill , sample and test in a good faitll effort to ensure adequate evaluation of all oil and gas shows encountered. 

WITHIN THREE WORKING DAYS OF COMPLETING DRILLING OPERATIONS OF ANY WELL, YOU SHALL: 

Cause to be made and furnish Exxon's Geologic Representative two final prints of any and all logs and surveys run (including 
8mm digital tapes LIS format), oil and/or show information and fonnation and drill stem testing information. 

a. One (1) Field Mudlogger report and two (2) final Mudlogger reports, ifused; 
b. Two (2 ) copies of any fluid (hydrocarbon or water) analyses; 
c. Two (2) copies of any core analyses (PC diskette, ASCII format, if available) ; 
d. Two (2) copies of any drillstem test data and any service company analyses; and 
e. Compilation of daily drilling reports from spud date to final report from well. 

IF PRODUCTION IS OBTAINED, YOU SHALL FURNISH EXXON'S GEOLOGICAL REPRESENTATIVE: 

An accurate monthly report as soon as available after tl1e end of each month, showing the production of oil , water, and gas, the 
shipments of oil and sales of gas and tl1e number of days (or hours) produced, throughout one year following completion. 

Regardless of whether the well is completed as a producer or plugged and abandoned, you shall forward to Exxon's Land 
Representative a copy of the completion report filed with the governmental regulatory agency and the API number assigned to 
the welles) drilled under the trade agreement. 
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