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‘ STATE OF ALASKA
FORM NO. DL-1 DEPARTMENT OF NATURAL RESOURCES

(REVISED OCY., /9833 r}';\ng
Division of Lands LEASE NO.ADL "%

Competitive Oil and Gas Lease

THI5 LEASE Is made by ind between ths State of Alaska, acting by and shrough the Director of the Divition af Lands, Depariment of Natural Resources
or his wuthorizad agant, herelnafter called “Leasor”, and

SOCONY MOBIL OIL COMPANY, TNC. AND
PHILLIPS PETROLEUM COMPANY

hareinafter called “lewes’, whether one or mare.

1. GRANT. For and In considerstlon of a cath banus and the flest yaar's rental, thae recelpt of whizh Iy hereby acknowledgad, and of the rentals,
royalties, coveranty, and conditlons heraln confained oo the part of tha lessee to be pald, hept and performed, and subject ta the conditlons end
reservations hareln conteined, Lemor doaa hereby grunt and lemss unto Lasses, exclusively, without warrsaty, for the 1ole and only purposes of exploration,
devalopment, production, procesting and marketing of oll, ges, and asoclatd substancea producad therewith, and of lnatalling pipe lines and structures
therson to find, produce save, slors, ireat, process, irinsport, teke care of snd market il such substences, and for drilllng weter welly and teking under-

ground and surface water for use [n [ty operations thereen, and for hausing end boarding employses in ity operation thereon, the following dascribad
tract of [wod In Alaska

T9N, R23E, UM
Sec. 17 ~ All
Sec. 18 = A1l

Sec. 19 - All
Sec. 20 - All

Tr. Cl4-276

:mtlhlng.._....z.ili"}i‘......_._..luu. more or less, herelntfrer colled “sald land”,

For tha purpoter of thin lease, seid land contalm the legal subdivisions, ss thown on the plat of 1aid land aftached herate, morked Exhiblt A and by
this refurence made e part of thih lesse.

¢ sadd land o described above by protracted legal subdivision and Lessor harcafter cautes said land 1o be surveyed under the public Isnd rectangu-
lar system, the boundarlas of said land shall be those eatablished by such survay, when approved, aubject, however, 10 the pravisioma of the regulstion
relating 1o such surveys.

2. “OIL AND GAS”, “Oi” means cruda petroleum oil and other hydrocarboms regardless of gravity which sre produced and saved In liquid form »i
the well by ordinary production methods. “Gas” maans all natural gas and efi hydrocarbons producad at the well not defined harein a1 oll. “Asscclates
swbatances”” mean all aubstences producad Tn aswaciation with ofl or gas and not defined herein a1 ail or gas.

3. TERM. This Jsaes is lnued for an Initial primary term oflo_.yun from date hareaf, subject to extension a1 provided in Faragraph 4 hareof, and
shell continue 10 long thareafter a1 oil and gas or aither or any of them sre produced in paylng quantitiea from sald [snd; provided,that this legre may be
extended beyond Ita primary tarm as provided in Peragraph 5 heryof and shall aet axpire under the conditions set farth in Parsgrephs &, 7, and 8 heraof.

4, EXTENSION BY SUSPENSION Of OPERATIONS. If, priar to the expiration of the primary term, Lassor, in the Intersst of comsrvetion, direcls or
atsents 1o the suapension of ol oparstions and production, If any, hersundee, the primary term will ba extended by sdding the period of suipention therelo.

5. EXTENSION 8Y UNIT PRODUCTION, (a) Thlu lesse shall without spplication be extended beyand Tta primary term if upon or prior ta the expiration
date of such term the lszse {1 committed 10 & unit agresmant epproved or prescribed by Lemsar aw provided in the reagulstioms, production of ail or ges
is had In paying quantiries undar the agresmant, snd & partion of such production s alloceted to 1sid land under the agreament. In such event tHis laase
shall continue in effact w2 long aa it remains subject to such agraemant and zenusl preduction under said agreement is allocated ta said land; (b) The Com
minfonar may, in his ducretion provida for tha extension of tha term of this lease, if such leare ia on the axpiration date theraof Included in an approvad
unit plan or if it is includad jn 8 program of secondary recovary oparation designed 1o bring about or restore production, provided, hawaver, that if any
lease or portion tharacf is eliminated from such onit plain or recavery program, or i such unit plan or recovery program [v terminated, then zny such lessa
or partlon thereof shall cantinua In full force and affect for ninety (50) days from the daie of such elimination or termination and 1a lang thereafler as
drilling or redriliing operalions arg being conducled thereon and 1o long thareifter a1 ail or gae i1 preduced in paying guantities.

5. EXTENSION 8Y DRILLING. (a) If production shall have been abtalned In peying quanfiies during the primary tarm, and if, at the end of the primary
term, or at any time priar to the and of tha primary term, such production thall fiave ceased from any cause, or in the event production thall at any lime ar
times after the expirarion of the primary lerm cease fram any causs, then this lease shall not terminate if the Lettee commences drilling or rewarking operations
(eithar in 2 well fram which 1uch praduction has ceased or In a new wall} within sixty days after the cessation of production, and the leace shall remain in
full forca and  effect 30 lang a1 1uch operatiamy are prosecuted with raasangble diligence ar are suspended under Paragraph 27 hersaf; and, if such drilling
or reworking operatioms resull in tha production of oil or gas, the lease shall remain in full force end effect 3o long as oil or gas i produced therefrom in
Daying quantities; {b) if sciual drilling has cammenced an the expiration date of the primary term of the lease and is continued with ressansble diligance, such

operstiony 1o includa redrilling, s'detracking o¢ other means necessary to reach the ariginally proposed bottom hole location, the [eese shall continue im full
force and effect until nincty (90) days afler such drilling had cassad and for 0 long thereafter o3 oil or gas Iy produced in paying quantities; (g} if !l ar part
of the landn covered by the lease are lands that have been 1siactad by Alssks under the laws of the United States granting iands to Alaska and the condition-
al lsase wae iasved thareon, the rerm of the leasa shall be extended for a period equal to ths pariod durirg which the iease was conditional,

) " i
Exc. 000001 PTU Rec_0019960

NP 7-/7 - Lt e



7 EXTENSION BY SHUT.IN PRODUCTION. If, upon tke expiration of the primary term or at any time or times thereafter, thare is on said land a welt
capable of preducing ofl or gas in paying quantities, this lease shall not expire because lassee fails to produce the same unless Lessor gives notice fo /7
Lassee al'owirg a reasonable fime, which skall nat ba less than sixty days, after such notice to place the wall on a producing status, and lessee fails to do s

~30; provided, that after such itstus i1 established such producten shatl continue on the said land unless and until suspension of production (s silowed by

estof.
8. EXTENSION BY SUSPENSION OF PROOUCTION. This lesse shall not expire because of any suspension of cperations in or upon or production from

s8id land If such suspersion i made under any order or with the consent of Lessor,
RENTAL, This tease shell terminate o any arniversary date hereof prior 1o the completion on sald land of s well capable of producing oil or gas [n

9.
paying quantities, unless on or bafors sald anniversary date Lesses shall pay or tendar ta Lessor as annual rental o sum equal to $1.00 per acre, or fraction
thereof, then included in this lease, or unless such annuel rentsl has been walved or suspended ss pravided In Peragraph 13 of thiy lease. If Lessor's office
s nof open for buslness on the snniversary date, the time for payment is extended to include the next dey on which 1ald office is open for buainess. E
10. MINIMUM ROYALTY, Commencing with the lease year beginnlng on or aftsr completion on said land of a well capable of producing ofl or gas in Lg

paying quantitias, Lessee shall pay Lessor, at the expiration of each leasa year, In lisu of rental a minimum royalty equsl to $1.00 per acre, or fraction
thereof, then included in this lease, or the difference betwsen the ectual royslty paid on production during the yeer if less than $1.00 per acre and the pre-

scribed minlmum royalty,
11, ROYALTY ON PRODUCTION. Except for oll and ges used on said land for development and production or unaveidably fost, Levsee shall pay Lemoar

o1 royalty the lo!lpg ot
{a) On off . A% . pet cant In amount or value of the off produced and saved and remaved or sold from aald land.
b)Y On ge . 4 per cent In amount or value of the gas produced and saved and 10ld or used off said land or used for the extraction of natural

gasoline or other products therefrom.
() On sasociated ubstances 3.2"‘%" per cent in amount or velue of such substances produced and saved and ramoved or 1old from sald lands.

12. REDUCTION OF ROYALTY RATES FOR DISCOVERY, H Lesstes shall deill on sald land and make the first discovery of oil or gas in commercial quan-
tities In any geological structure, the royelty rate under this leass shall, instead of the retea prescribed In Paragraph 11, be five per cunt for e pariod of ten
years following the date of such discovery, and thereafter the royalty rates shall be those prescribed In Paragraphl |, (f this leese is commitied to a unit egree-
ment approved or preseribed by Lessor as provided In the regulations, the five por cenl roysity rate shall not apply to all, but only, the productien allocatad

to this lease under such agreement.

13. REDUCTION OF RENTAL AND ROYALTY. Rentsl or minlmum royalty may be walved, suspended, or reduced, or royalty may be reduced on all of
said land or any tract or partion thereof segregatad for royelty purposes If Lessor finds that such relief is necessary for the purpose of encoursging the
grestest ultimate recovery of oil or gas and Is in the interest of conservation of netural rescurces and either that such reilef Is necessary in order to promote
development or that the lesae cannot be successfully opersted undsr the terma provided herein.

14. ROYALYY IN KIND, Whenever, at the option of Lessor, which may bs exerclied from time to time upon not less than six months notlce 1o laises,
Lessor elects 15 take its royalty ln kind, Lasses shall deliver {res of charge (on sald land or at wch place as Lestor and Lesses mutuslly agrea upen) to
Lessor or ta such individusl, firm, or corporation as Lessor may designete all royalty oll and/or gas produced snd saved from sald land. Such oil and/or
gas shall be in good and merchantable condition. Lessea shall, if necestary, furnish storage for royalty oil free of charge for thirty days after the end of
the calendsr month in which the oil Is produced from sald land; provided, that Lessee ¢hall not be held liable for loas or destruction of royalty oil and/or
gas from causes beyond Lesses’s reasonable control. Should Lessee dahydrate or clean the ail or gas produced from sald land, Lessee shall be entitled to an
allowance of the actual cost of dehydreting oe cleaning said royelty oil or gan.
~ 15, ROYALTY IN VALUE. At the option of lessor, which may be exerclesd from time to time upon not less than six months notice to Leisea, and in Heu
- ) of royalty in kind, Lesses shall pay to Lassor the fleld market prica or value at the well of all royalty oif and/or gas. All royalty that may become peyable In

[manwn:{

money to Lessor shail be paid on or before the last day of the calendar month following the month in which the oll or gas Is produced. Tha payments shall
be accompanied by coples of run tickets or other satisfactory evidance of sales, shipments, and smounts of grosa production,

18, PRICE. The fleld market price or value of royally oil or gas shall not be less than the highest of: (1) The price actually paid or agreed to be pald
16 Lesses at the well by the purchaser thereof, If any; or (2) The posted price of Lesses in the Held for such oil or gas at the well, If any; or, (3) The prevail-
Ing price recelved by other producers in the fleld st the well for oil of liks grade and gravily or gas of like kind and quality st the time such oll or gae ls
remaved from zeid land or run into storage, or such gas 1s dellvered to an extraction plant.

17. PAYMENTS. All payments to Lessor under this lease shall be mada payeble to the Department of Ravenue of the State of Alaska and shall be ten-
dered to lessor at the place designated under Paragraph 44 for glving notices to lessor.

18,  OFFSET WELLS, Lessee shall deill such walls as a ressenably prudent operstor would drill 10 protect Lessor adequately from loss by reason of dralnsge
resulting from production on other land. Without limiting the generality of the foregoing sentence, if oll or gas should be produced in a well on other land
not cwned by Lassor or on which Lassar receives o lower rate of royally than the royalty under this lesse, which well 1s within 500 feet in the case of an
oil welt or 1,500 feet In the case of & gaa well of lands then subject to this lease, and such well shell produce ol or gas in peylng quantities for a period
of thirty cansecutiva days, and if, after notice to lassee and an opportunity 10 be heard, Lessor finds that production from such wall is draining lands then
subject to this lzase, Lasses shall within 120 days after written demand by Lessor begin in good fiith and prosacute diligently drilling aperations for en
offset well on said land. In Ney of drilling any wsll required by this parsgraph, Lessee may with Lessor's consent compensate Lessor in full each month foe
the estimated loss of royalty through drainage in the amount determined by lessor.

19, OTHER WELLS. This lease contemplates the reasonable development of said lend for oil and gas as the facts may justify. Upen discovery of eil or
gas In paying quantitles on said land, Lewses shall drill such weils as e reasonehly prudent cperator would drill having due regard for the interests of Lass-
or as well as the Interests of Lessees,

20, DILIGENCE; PREVENTION OF WASTE. Lesses shall exercise reasonable diligence in drilling, producing, and opersting wells on said land unless
consent to suspend operations temporarlly is granted by Lessor; shall csrry on all operations hereundar In a good and workmanlike mannar In accordance
with approved methods and practices, having dus regard for the prevention of waste of oil and gas and the entrance of water ta the oil and gas bearing
1ands or strata to the dastruciion or injury of such deposits and the presacvation and conservation of the property for the future productive operations;
shall use ressonable care and alf proper salegusrds to prevent the pollution of water; shall plug securaly in sn approved manner any well before sban-
doning it; shall allow Lesior to inspect all operations a1 any timae; shall carry out at Lessae’s expense all reasonable orders and requirements of Lleasor
ralative to the prevention of waste and the preservation of said land, and oa fallure of Lessee 30 to do, Lessor shall have the right togather with any s
ather recourse available to it to anter on 1ald land to repair damage or prevent waste st Lessae’s axpanie; and shall, abide by and conform to vilid ap- i ?
plicable rules and regulstions of the Alaska Oil and Gas Comervation Commission and the regulations of lessor relating to the matters covered by this i
paragraph in effsct on the effective date hereof or heresfier In effect If not inconsistent with any specific provisions ot this lease. g

21, WELL LOCATIONS. Llessee shall within five days after spudding In s well advise Lassor in writing of the location and date of spudding of
said well, .

22. APPROVAL OF PLANS. Lesses shall not place Into actual operation sny plan or method for the purpose of stimulating of Increasing predue
tion on sald land other than plans and methods in common use without first having obtained tha written approval of lessor.

23, LOGS AND RECORDS. An electric log or radloactive log, if taken, and a descriptive gaologic sample log, If taken, and a record of all tests

~ fun for each well drilled on said land, together with a plat showing the exact locatlon of each such wall, shall be filad with Lessor within thirty (30)
y days after such well hss been completed, suspended, or sbandoned. Any and all information filed by Lessee with Lessor in connaction with this lease
shall be available at sl 1lmes for the confidantial use of Lessor for tha purpose of enforcing compliance with the terms, covanants, and conditions of
this lease and the regulations of the Lestor but shail not ba open for inspection by any person other than officers, or employees of Lessar snd persons
performing any function or work astigned to them by Llessor for a period of twenty-four (24) months after the thirty (10) dsy filing period, except
upon written consent of Lessee. Notwithstanding any other provision hereof, said information may be disclosed to any perton whare such disclosure
is ressonebly necessary for the administration of the functions, responsibilities, and duties veited by law in the Commissioner of the Department of Nat. .
ural Resources or in the Division of Lands or the Dlrector thereof. Including but nat limited to functions, responsibilities, and duties arising In con |
“nection with any litigation or administrative ~udication relating to this lease or to the riahts, dutirs, and obligations arising hereunder. ]
. 24, . RECORDS. lessee shall keep ‘n its possession books and records showii o luction and disposition of all oil and gas pro- -
duced from ssid land and shall permit _.ss. . its agents at all ressonable hours 1o exami.. the ia. Such records and reports of production shall
be based upon such methods and tachniquas a1 shall insure the most sccurate figures reasonably svailable without requiring the Lessee to provide sepa- ;

ii
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payment tor all qamages sustained Dy $3id owner by réason ot enfering on said fang; provided, that If 1aid owner for iny cauve whatever refuses or
neglects to settle said damages, Lestor or/ o Lesses shall have the right to Jnstitute such lagal proceeding in 8 court of compatent |utisdichon wherein
. the land is situated ar mey be necessar * ' mine the damage which the owner of such ' ¥y uffar, Levies hereby sgrecs 10 pay any damege
that may become payable under saic provislons and te indemnlfy Lessor and hol nr i from and againal any claims, damands, {labilitfes,
and expanies arising from of In connecnon wnn tuch damage. The furnishing of 4 bond In compllince with this Leare will be regarded by Lessor as
s wutficient provision for tha payment of all demags thet may become payable under 1aid statutory provisians.
26, Blneus.
{8) If requlrad by Lassor, Lensee shall furnish s bond prioe 10 the Tisuance of this leswe In an amount equal 10 at lesat $2.00 per acre or fraction
thareof contained In sald land but not lase than $1,000.00 and shall mainteln sald bead s long s required by Lewsar.
{5} Bafare beginning drilling operations on sald land Lesaee must have furnished and shall maintsin » bond in an amaunt of et Teest $5,000.00.

(¢} Llessea may, In livu of the foregoing, furnsh and malntain s etetewide bond In tha amount of $100,000.00

{(d) Llessor may, aFer notice to Lessea and an opportunity 1a be heerd, require & bond in a ressonable amount greater Han the amount wpacified
above In this paragraph where 3uch greater smount jv |ustifled by the nature of the surface and its uses and Improvamentas In the viclaity of seld
land wnd the degres of the ritka involved in the types of operations being or to be carried out under this fesss. A natswide bond will not aatledy
any raquirement of e bond impossd ynder this subpatsgraph bul will bs comtidered by lemor In determining the nead #ar and the amount of
sny additionsl bond under thh subparagreph.

(9) If raid fand s commited in whols or In peri 1o 1 cooperetive ar unlt agreement spproved or prescribed By Lessor punuant to law and

the regquistions snd s unit bond i furnithed In accordsnce with the regulations, Lewas need not thereafier malntain any hond with respect 1o tha
portian of asid land 10 committed lo such agresment,
72, ACTS OF GOUO. Sheuid Lesses he pravented from complying with any expresied or implied covenerd of this leaws, from conducting drifl-
ing oparations thereon, or from producing or marketing oll or gas from 1sid land after afforts made in good fiith, by resson of war, riom, acni of
God, revere weather [n the area of weid land, acts of govarnmental authorities, failure or lack of sdequate transportation fucillties, or sny other
cavse bayond Lessse’s resionsble comirgl whether similar 10 those enumereted or not, then while 10 prevanred and for e ressonsble time there-
after within which 1o resume operstions, Lamae’s obligation to comply with such covenant shall be wapended ind Lexsow 1hall not be lleble for dam
aget for failure 1o comply therswith. If drilling or raworking eperations are suspended by virtue of this paragraph and the prosscution of such
aperations would have had the effect of proventing the expiration or terminetion of this loese, then thia lease shall not terminate during the period
which the obligation to perform such operatiens is suspended under thls paragraph; providad, howaver, that nothing In thix parsgragh shall bs con
stroad to suspend ths payment of rentali or of minimum rovalties.

28, SUSPENSION. Lassor wmay froem time to time direcl or assant to the swpension of productian or other operations or both under this lease if
such ectlon {1 necassiry or |ustified in the interssr of conservation,

29. RESERVATIONS. lessor reserves the right to dispose of the surfice of sald land to othera subject to this lease, and the right to authorize
athers by grant, leass, or permit subject lo this Jease and under such conditions e will prevent unnecesssry ar unreasonsble interferenca wihh the
righis of Lessse and aperations undec this lease, 10 enter upon and use sald land:

{8) Ta explore for oll or gas by geologksl or geophysical maams Insluding the drilling of shallew cora holes of stratigesphie tests 1o a depih of
not more than 1,000 feel

() To explore for, develop and remove natural resourcas other than all, gas, and amociated sbatancas on or from aiid land,

) For nonaxclusive sasements and rights of way for sny lawful purpase including shafty and tunaely necessary or appropriste for the work:
ing of sald tand or other lands for natural resources othar than oll, gas or snociated substances

(d) For well sltes and well bores of wally drilled from or through said lend to explare for or producs ofl, gas, and swoclated subetences in and
from other lands.

() For wny other purpows now or hereafter asuthorized by law and nat Inconsistent with ‘the righta of Lestee under this lease.

30. UNDERGROUND STQRAGE. Thir lesse dost not authorize the subsurface atorege of oil or gas except ar a necenary Incident 1o recycling
pressure malnlenance, repressaring, or olher simllar operetion designed to increans tha Wtimate recovery of oll or gas of pravent the weite of ol) or gas
producad from said fand or from any unit ares of which the ssld Jand ja & part. Lassor resarvet the right to euthorire the subsurface storage of oil or
gas [n sald fond by Lasaee or by others In oqu ta aveld wusle or fo pramete conservalion of natural rasaurces snd upon such conditions as will pre
vamt unnhecessary of unrassonsble Interference with the rights end operetions of Lasies under this lazse, Including conditions prohititing the storage of oil
or gas without the consent of Lessee Jn any ugnrvqlr covared by this leass capible of producing oll or gas In paylng quantities.

31, ASSIGNMENTS. Thia Jeass or any undivided interest herein may with tha approval of Lessor be assigned or subleased as 1o said land ar any one
or more legel subdivisions included thersin, or any sepsrate and distingt zone or geological horizon undarlying said lend or such ome or more fegal sub-
divisions, 1o any parson or persons qualified 1o hold a lsase. No trarafer of any interesr in this lesse including assignmants of werking or royalty Inter-
ests and oparating sgreements and sublesses shell be binding upon lestor unisss approved by Lessor. lessse shall remaln flable for all obfigations un
der this lesse aceruing priar to the sppioval of such transfar. Approvel of trsnifar of this lease o an intarest theteln will nat be denled except (1) for
fallurs to comply with the regulations, (2) In the discretion of Lessor, where the tranifer cevers any distinct 1one or geologizal horlzon, or (3) where
Lestor determines thst the best Interests of Lessor jumify such action. Applications for approvel of a transfer under this paregraph must comply with
the ragulstions and must be filled within ninely days after the date of final execution of the instrumend of tranyfer. Where a tramafer is made of all
or a part of Lassas's Intarest in and te a portlon of the acraege in sald land the ausigned scrasge shall, at the option of Lemar, or may wpon request
of the Mransfares end with the spproval of Lensor ba segregated into » scperaie and distinct lesse having the same effective data as this lease,

32. UNITIZATION. Whensvar determined and certified by Lessor to ba necessary or advinable In the public intersst for the purpasa of properly
conterving the natural resources of any oil or gus pool, fleld or like area or any part theraof, which includes or underifes sald Jand of eny part theraof,
Lesssa may unlte with other Lemsees of lasor or with athers owning or aperating lands not belonging 1o Lensor Including lands belonging ta the Unltad
Statas and with others, [aintly or separately, In collectively adapting and cpersting under s cooparative or unit agreement for ihe development or opsration
of the pool or flald or like ares or part thereof. Leasee thall withln thirty diys after demand by Lessor aubacribe 1o wieh & cocperative or unit agres-
ment, which agresment ahili be ressonable and shell sdequarely protect all parties in intarest Including Lemor, Lessor may with the consent of Lessas
esteblish, alter, chenge, or revoke drilling, preducing, rantal, minlmum reyelty, snd royslty requiremants of this lemss if committed to any such coe
operatlva or unit agraement and may mike such ragulations with refererce to this lease with the like comant of Leasea In connection with the In
stitution and opsretion of sny such cooperative of unlt agreament as Lewsor may determina 1o be necessary or proper 1o secure ths proper protection
of rhe publlc Interest, If 1 ponlon of said land is committed to sn approvad or prascribed unit agresment, the commitied acreage shall at the option
of Lessar snd may upon the request of lemes and with tha approval ob Llessor ba segregeted into s separste and distingt |esse having the same
effective date as this laare.

30, SURRENUER. Llames may of any time maka snd file with lesser & writtan syrrender of all right under this leare or any portlon rtharsof coms
priving one or more legal subdivisions or, with tha consent of lessor, of wry ssparste and distind 1one or geologlcal horizon undetlying said lands or
such ona or more egal subdivisions thereof. Such a jurrender shall be affective a1 of the date of filing subject 10 the continued obligatlons of Lessee
ond his suraly te make payment of all rayslties theretofore accrued and w0 place all walla on the surrenderad land or in the surrandered zones ar
herizons in condifion satiifactory to lessor for suspamilon or tbandonment; theraupon, Lesses shall ba relessed from all other abligations sccrued or to
accrve undar this lease with respect to the surrenderad lands, zones, ar horizons,

34. DEFAULT; TERMINATION,  Whenever Letsea fslls to comply with any of tha provisioms of this lassa cther than the payment of rents| and
and Lesses fails within slxty days after writtan nolice of such defauit to commence ta ramedy and thereafter prosecute diligently operations to remedy
such default, Lessor may cancel this lease if et that tima thera Is no well on sald land capable of producing all or gas in paylng quantifies, [ at
such tima thers is on 1aid land s wall capable of producing oil or gas in paying quenilties, this !sase may be cancelled only by |udidal proceed
Ings. In the event of eny cancellation under this paragraph, Lassee shell have tha right to retsin undar this fasse any snd all driiling or producing
wolli as fo which no default exis togather with a parcel of land surrounding eech such well ar wells and such rights of wey through ssid land
as may be reasorably nacesstary to ensble Lewee to drill and operats such cefalned well or wells.
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38, EXCESS AREA. ' for any rearan said land includes mora acresge than the maximum permitted under spplicable faws and/or tegules
tiony, this fease ahall not be vold but the acreage included in said laind shall be reduced ta the permitted maximum. Whenaver Lassor determiney
that this lette 13 excaeds the permifed acraage and natifies lassus stabing the amount of acreage thar must be eliminated, Lestes may within ixty

~Jdayt after wuch nelice surrender one or more legal aubdivisions Included In sald lands comprising st lesst the amount of acreage that must be elimi

Jated. If such a aurrender 1s not filed within such sixty deys Lenar may terminate this lasse a1 to lhe acreage that must be sliminated by mailing
notee of wch farminition 10 lensas deicribing the percel ar porcels sliminared. Such a notice shell have tha eifect of 1erminating this Jease a0

ta the parcel ar parcals described in such natice.

38, RIGHTS ON TERMINATION, Upon tha expiration or warller terminarlon of this lease 21 ta all or any portian of said lands, Leasee shell
have tha privilege at sany time within a parfod of ilx montha tharesfter, of such extanslon thareof at may b granted Lewior, of removing from
said laind or portion thereof all machinery, equipmant, 1ools, and materfels other than Improvemants nweded for producing wells. Any materlahy,
tools, sppllaness, machinary, atruciures, and equlpment whiject ta removel a1 sbove provided which sre allowed 1o remein on 1aid land or portion
tharea! thall become the property of Lessar upan oxplration of wuch period: pravided, that Lewsee shall remove any and all of such properties
when sa dirscted by lessor. Subject 1o the foragolng, lessss shsl dallver up wald landy or wwch portlian or portlans thereof In goed arder and

conditlan.
37. INTEREST !N LAND. It Tn the intention of the partles that the righis vested in Letise by this lease thall constituie sn Interest in real prop-

" erty in said land.

D

s

38, LESSER INTEREST. If Lessor awns a lemser interest In the ofl and gas deposths In wsid lsnd than the enilre ind undivided fae simple citale,
than the royaliies and rentals herein provided shall be pold Lemsor only in the propartion which its Interest bears to tha whole and undivided fea.

39. CONDITIONAL LEASE. f all or & part of ieid lend Is lend that has been salected by the Lamaor under laws of the Unitad Statea granting
landa to Lassor, but such land has not been patented to Lemsor by the Unlted S$tetet, than this lease 11 a conditional latse e provided by law unill
swuch petent becomes effective. If for xny resion such o aelection in not flaally appraved o such a patent does not becoma effective, any rentel,
rayslty of minlmum royalty psyments made 1o lessor under this lesss will not be refunded.

40. DRILING OPERATIONS. As used in thh lsase “drilling operstios” mean eny wark or sctuel operatlons undertsken or commanced In
goad feith for the purpose of corrying eut eny of the rights, privileger or duties of Lasses under this lease, follawed diligently and In dus course by
the construction of » rasd or derrick ond/or other naemasary structures for the drifling of an o)l or gea wall, snd by the actual cperstion of drilling
in the ground. Any ach wark or opsrations praliminary ta drilling In the ground msy be undertaken cither on said land or Jn the vicinity of seid
land in any order lessee shall wee fir, ‘

4). ACTUAL DRILLING. As uied In this Jease, “actusl drilling” meens any and all aperations necessary or cenvenlant to the drilling of e
wall In the ground sfter the first drilling or spudding with equipmemt of aufficlent size and capachly to drili te the tatal dapth prapoted faor the well,

42. RULES AND REGULATIONS. As uted in thls leate “regulatiora” mean the applicable and valld oll end gas Isasing regulations of the Com-

minioner of the Departmant of Naiurel Resources In affect on the effective date of this loare unlens ctherwite apacitiad.
41. INTERPRETATION. As used In this Ieese words which ere dafined in the regulatioms have the meaening sisigned by such definition except
where the context clewrly requiras o differsnt meaning. Tha parsgraph hemdings sre not ¢ part of this laxse and ara inserted only for convenlence.
44, NOTICES. Any nolice tequited or permitied undar this lessa shell be in wrltlng and shall ba givan by registered oc certiflad mail, retuen
receipt requested, addressed s followm
* L4 el el SN 1 ¥ ry
To Lessan To Lasiom SOCGE‘!‘{ rﬂddlL I\.'l!. {)'&:ﬂ”‘”;é?. hv:t’;.
Diractor, Division of Lands
State of Aleske G6IZ2 5o, Fiover otrect

344 Sixth Avenue X3 Angeles. Calif. 90054 .. __

Anchorage, Alaske 99501

Any wch natice shsll be deemed glven when delivered 1o the foregoing address. Either parly may change the address ta which such netices are 1o be

sent, by ¢ natice glven In eccordanca with this parsgraph,
45, HEIRS AND ASSIGNS, Sublecr 16 the other provisions of thla lesss, the covenants, conditlons, snd agreamants contained in this lense shall
extend to and be binding upon the heirs, exectars, edminbirators, sucteasars, or anigns of Lessor and Losses.

48, WILDLIFE STIPULATIONS, This lease is subject te such stlpulaticis as are aftached.
September 19.63,

IN WITNESS WHEREOF the purtias hava executed this lease offeciive as of the ... EXXSE day of
SOCONY MOBIL O%OMPANY , INC. STATE OF ALASKA
By

Attorne:;-In-Fa.ct
By..... \ D A A
mmwmcmm_ ’
BY... Vsl titnerals Office
Attordey-In-Fact LESSEE Title... riinerals cer LESSOR

THE UNITED STATES OF AMERICA
. 58
STATE OF ALASKA ;

;arz} oo
This rertifies that on !hn/.’._..‘...._h.....,dny < T Eoeomsarree mesp l?..(,“: before me, a notary public In aund for the State of Alasks, duly

coinmisrioned and sworn, personally appearad. Erle Mathisu_. et verne e 3t e s e v swresmenane o oy 0O M8 KNlown snd knewn fo me to be
the person described In and who execuled the foregoing lesse om behall of the State of Aleska as Dircctgr of tha Division of Lands, Depart

ment af Natural Resources, or hly suthurized agent, The ultl..._.___...._._“.g.:.r 1@. dathi_s_ o e ceevie e e aen o BXeculed cald lease ln my
presence and, aftar being duly sworn sccording to law, atated to me under cath that he L the Direclor of the Division aof Lands, Departrent
of Natursl Resources, or his autharized agent, and hes aulhority pursoant {9 law to execuie the foregolng leasq a3 such Direcior, or authorlzed
agent, on behalf of the Stesta of Alaska, acting through the Division of Lands, Department of Nalural Resources wnd that hs execuled the
same [reely and votuntartly asg the free and voluntary sct and deed of the sald Siate of Alaska and foc the Diviston of Lands, Department of

Nalural Resources.
/-% =
WETNESS my \d ufficfal scal of the day and yesr (n thia certificale above written.

ay 13, 1968
Cre  __ Notary Public In and for Alaska. My Commission expires .o od t2» =799
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STATE OF ALASKA
FORM NO. DL DEPARTMENT OF NATURAL RESQURCES agng4

LRCYraChO OCT,, 1963)
o !
Division of Lands LEASE NO. ADL

Competitive Oil and Gas lLease

h;mls h:ﬁdh made :y md‘ b'M.l‘:d‘h‘.l State dn:lnlu, wcting by and through the Director of the Division of lands, Department of Natural Ragources
of hit authorized ageni, hereinafter cailed “Lamior’, a HUMBLE OIL & REFINING COMPANY, a Delaware
RICEFIELD OE COBPORA‘I'ION , & Delaware corporation corporation, 612 SOUTH FLOWER STREET

10S ANGELES, CALTFORNIA 9005k ADL-GF #b 10S ANGELES, CALIFORNIA 90017 ADL-QF #63

herginafter called "Lesswe®, whether one or more,

1. GRANT. For and In consideration of s cash bonus and the first yaar's rental, the récaipt of which Iv hereby ecknowledged, and of the rentals,
royeities, covenents, ind condillons herein conlained on the pert of the lesses to be psid, kep! and parformed, end subject 1o the conditions and
resarvations herein contalned, Lessor doea hereby grant and lesse unto Lessse, exclunivaly, without warranty, for the sole and only purposes of exploration,
development, production, procstalng and marketing of oll, ges, and assoclated wibntancas produced therewith, and of installing pipa lines and atructures
therson to find, produce, save, stare, treat, process, iramport, take care of and market ol such substances, and for drilling water wells and taking under-
graund and surfece water for use In 1 operetions thareon, and for housing and boerding empleyaes in i1s operstion theraon, the following described

teact of land In Aleska: :

TRACT C1l4-277

To 9 N., R, 23 El} U, M,

Section 157 All
Section 16: All

: A1
Section 22: All

:mulnlng.,aiﬁo.a.m.. .acres, more or lam, herginafrer colled “1eld [and”,

For the purposss of this lease, sold land contalm the legal subdivisions, as shown on the plat of wid land attached hareto, marked Exhibit A and &/
this reference made d part of this lsese,

f sald land s described ebove by protracied legal aubdivision and lessar hereaftar cavien aald land to be wrveyed under thy public land rwctengw-
{ar syatam, the boundaries of caid lend thall be thote establshed by euch survey, when spproved, sublect, however, 1o the proviviomy of the regulavom
relating to such surveys.

2. “OlL AND GAS”, "“OlI" means crude petrolevm oil end other hydrotartions regardless of grevity which are prodycad and ssvéd in liquld ferm at
the wall by ordinary production methods. "Gas'’ mesns all matura) gas and el hydrocarbons produced of the well not definad herein aa clil. “Assotie'ed
whstances” mesn alt subitances produced in anoclation with off of Qay. and not defined herein as all or gas.

3. TERM. This lease i lssund for en initial primary term of F¥ yesrs from dafe hereof, sublect 1o extension an provided in Paragriph 4 heraof, and
shall continue so long thereaftar an oit and gas or either or any of them are praduced In paying quantities from swid land) provided,that this lasse may be
extended beyond ite primary twrm m provided In Paragraph 5 heraof and shall not expirs under the conditlom set focth in Parageaphs &, 7, and B hereal.

4. EXTENSION BY SUSPENSION OF OPERATIONS, W, prior 10 the expirition of the primary term, Lessor, in the Interagt of conservetlon, dirsen or
assante to the anpenslon of all operations and praduction, It any. hereundar, the primary tesm will be extanded by adding the period of wspansion thereto.

5. EXTENSION BY UNIT PRODUCTION. (a) Thia [ease shall withoul appl.cation b sxtended beyond it primary term il upon or prior to the explrstion
date of yuch term the feass i1 committed 1o a unit agreament spproved or prescribed by Lewsor an provided In tha regulations, production of cil or gas
is had In paylng quantities under the agresment, snd » partion of such production 1o alloceted 10 cald fsnd under the sgreament. In such event this lesse
shall continue in effect 10 lang av it remaime subject to such agreement and actusl production wnder caid agraamant Is allocated to wakd land; (b} The Com
missioner may, in his discretion provide for the extension of the term af this lease, if such lease is on the expltation dete therso! includad in an approved
unlt plan or if 1t 19 included In 2 pregram ol secundary recovery operaticn deslgned 1o bring about or restore production, provided, however, 1hat if any
laave or portlon thareal I eliminated from such unl) plan or recovery progrem, or if such unlt plan or recovery program fa terminsted, then any swch luate
ar portion thereof shall tontinue In full force and effect for ninety (90) days from the date of sch eliminsrion ar rermination and o long thereatrer o
drifling or tedrilling cperations ara balng conducted theraon and so long thazesfter a1 oll or gua is produced In peylng quaatities.

6. EXTENSION BY DRILLING, (s) If production shall have been obisined in psying quantities during the primary term, end If, at the end of the primary
tere, or af any time prior to the and of tha primary 1erm, such production shall heve ceased from any cause, or in the event preduction shell st any lime or
nimes afer the expiretion of the primary ferm cease from any cavte, then this lasse rhail not terminate if the Lessze commences drilling o raworking operations
teithar in a well from which such producrion hat cearad or In a new well) within sixty days »fter the cesnation of production, and the lease shall remain In
full farce and effect so Jong s such operations are prosecutad with reasonable difigence or are suipended under Paragraph 27 hereof; and, If such drilling
or reworking operstions result in the prodyction of oil or gas, the lesse shall reman in full force end effect 10 long as oit or gas Is produced therefrom In
paying quantities; {b) if aciual drilling has commenced on the expiration date of the primary term of the lease and is connnued with reasonable diligence, wch
operations ta include redrilling, sideirecking or othar mears nacessary 1o 1sach the originally propased hattom hole location, the lease shall continye in full
force and effect until ninety (70) days after such driling had ceased and for 30 long thereatter s all or gas 1 produced In paylng gquantitias; () If all or pant
of the lands cavered by tha lease are tands that hava been selacted by Alsska under the laws of the Unitad States granung linds to Algska and the condition-
al leass wat usued theraon, the term of the lexse shill ba extend ed for s pericd aqual to the periad durinn which the lesse war canditional.
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7. EXTENSION BY SHUT.IN PRODUCTION, M, upon the expiration of the primary tarm or at any time or timaes thereafter, there is on said land a wall
capable of producing oil or gas in paying quantifies, this lease shall not expire bacause Lessee fails to produce the same unless Lessor gives notice to
ressonable time, which shall not ha less than sixty days, sfter such notics to place the well on a producing status, and letsee faily to do

Lessee sllowing o
tar such stetus Is established such production shall continue on the said land unless and until suspension of production is ellowed by

so; provided, that
Lassor.

8. EXTENSION BY SUSPENSION OF PRODUCTION. This lasse shall not expire because of any suspension of operations In or upon or production from
said land If such suspension Is made under any order or with the consent of Lessor.

9. RENTAL. This lease shall terminate on any ennivarsary dete hereof prier to the completion on said land of s well capable of produting oil or ges In
peying qusntitias, unless on or before said anniversary date Lessee shall pay or tender to Lessor a3 annual rental & sum equel to $1.00 per acre, or fraction
thersof, then included in this lease, or unless such ennual rental has been walved or suspended as provided in Paragraph 13 of this lesse. If Lessor's office
1o not open for business on the anniverwary date, tha lime for peyment s exte-ded to include the next day on which seld office Is open for business.

10. MINIMUM ROYALTY, Commencing with the lease year beglnning on or sfter completion on said land of & wall capable of producing oll or gas in
paying quantities, Lesses shefl pay Lessor, at the explration of aach lesse year, in [leu of rental & minimum royalty squal 10 $1.00 per acre, or fraction
thereof, then included in this lease, or the diFferance batwesn the actual rayelty paid on production during the year if less then §1 00 per scre and the pre-

scribed minimum royalty,
11. ROYALTY ON PRODUCTION. Except for oil and gas used on sald land for development and production or unavoldably lest, Levsee shall pay Lessor

as royalty the followings .
(e) On oll . .. per cent In smount or value of the oil producad and saved and remaved or 1old frem said land.
(b) On gas .. .. per cent In amount or value of the ges produced and saved and sold or used off said land or used far tha extraction of natural

gaolineg or other products therefrom.
(&) On associsted substances L?% per cont In amount or value of such substances produced and saved and removed or sold from said lands,

12. REDUCTION OF ROYALTY RATES FOR DISCOVERY, If Lessew shall drill on said land and make the first discovery of ot or gas in commarclal quan
titles in any geologicel structure, the royalty rate under this Tesse ahall, nstead of the retes prescribad in Paragraph 11, be five per cent for o period of ten
years following the dete of such discovary, and thereafter the royalty rates shall be those prascribed in Paragraphll. If this lease is committed 1o a unit agree-
mant spproved or prescribed by Lessor es provided in the reguletions, the five per cent royalty rate shall not apply to all, but only, the production allocated

to this lease under such sgresmant.

13. REDUCTION OF RENTAL AND ROYALTY. Rentsl or minlmum royalty may be waived, suspended, or reducad, or royslty may be reducad on all of
said land or sny Iract or portlan thereof segregated for royalty purposes if Lassor finds that such rallef fs nacessary far the purpcse of encoursging the
geestast ultimate recovery of oil or gas and is in the interast of conservation of natursl reaources and aither that such ralief is nacessary in order to promote
developmant or that the lesse cennot be successfully oparetsd under the tarms provided harein,

14, ROYALTY IN KIND. Whanever, at the option of Lassor, which may bs exercised from time to tims upon not less than six months notice 1o Lassas,
Lessor elects to take its royalty in kind, Lessas shell daliver free of chargs (on sald Jand or at such place as lessor and Llesses mutually agree upon) to
Lassor or to such indlvidual, firm, or cerporation as Lassor may designate il royalty oll and/ar gas produced and ssved from seid land. Such oll end/or
ges shall be in good and merchantable condition, Lessee shall, If nacessary, furnish storage for royalty oif free of charge for thirty deys after the and of
the celendar month In which- the oil 1s produced from iaid land; provided, that Lestee shall not be held Hable for lose or destruction of royaity oil end/or
gas from csuses beyond Lesses’s reasonable control. Should Lessee dohrdulo or clasn tha oil or ges produced from seid land, Lessae shall be enthied 10 an
ellowence of the actuel cost of dehydrating or cleaning sald royalty ol or ges. .

15, ROYALTY IN VALUE. Ar the option of Lessor, which mey be exercisad from time fo time upon not less than six months notica to Lessee, end in liev
of royalty in kind, Lesses shell pay to Lessor the fleld market price or valus at the well of all royelty oil and/or ges. All royalty that may become payable in
money 1o Lessor shall be peid on or before the last day of the calender month following the month in which the oil or ges s produced. The paymaents shell
be sccompanied by copies of run tickets or other setisfactory evidence of sales, shipments, snd emounts of gross production.

14. PRICE. The field market prica or velus of royelty oil or ges shell not be less than rhe highest of: (1) The price sclually paid or agraed to be paid
to Lessee ot the well by the purchaser thereof, if any; or (2) The posted price of Lessee In the field for such oil or gas st the well, f any; or, (3) The prevail-
Ing price received by othat producers in the field et the well for oil of like grade and gravity or ges of like kind and quality at the time such oil or gas is
remaved from asid lend or run into storage, or such gas is delivered to an extraction plant. R

17. PAYMENTS. All.psyments to Lessor undar this leese shell be made payabls 10 the Department of Revenue of the Siate of Alasks and shell be ten-
dered 1o Lessor ot the place designated under Paragraph 43 for giving notices to Lessor.

18. .OFFSET WELLS. Lessae shall drill such walls as a ressonsbly prudent operetor would drill to protect Lessor edequately from loss by resson of drainege
resulting from production on other land, Without limiting the gerierelity of the foragoing sentencs, If oil or gas should be produced in a well on other land
not ewned by Lessor or oh which Jessor receives e lower rate of rovelty than the royalty under ihis lease, which well s within 500 feet In the case of en
ol well or 1,500 faet in ths case of e gas well of lands then subject to this lems, and such well shell produce oil or gas in paying quentitles for & perlod
of thirty conucuﬂvg days, end if, sfter notice to Leasee and an opporiunity 10 be haerd, Lessor finds thet production fram such well is dreining lends then
subject 10 thie leate) Leitee shall within Y20 duys after written demend by Lessor bagin In good faith and prosecute diligently drilling operations for an
offset well on seld lend. In lleu of drilling sany well required by this persgrapy, Lessee may with' lessor’s consent compansate Lessar In %ull eech month for
the estimated loss of royelty through drelnage in the emount determined by lenor.

19, "OTHER WELLS. This lease contemplates the raasonable davelopment of said lend far oil snd gas as the facts mey |ustify. Upon discovery of oil or
gas In peying quantities on said land, Lessee shell drill such wells es o reasonably prudent operator would drill having due regard for the inferests of Less.
or as well se the Interests of Lessee.

20. DILIGENCE; PREVENTION OF WASTE, Lessee shall exercise ressoneble diligence In drilling, producing, and opereting wells on 3ald fend unless
consant to suspend operationy temporarily Is grented by Lessor; shall carry on oll operations hersunder in a good end workmenlike manner In accordence
with spproved methods and practices, having due regard for the prevantion of waste of oll and gss and the entrance of water to the oll and gas besting
sands or strate to the desiruction or injury of such depotita and the preservstion and consarvation of the property for the futura productive opsrations;
shall usa reasonsble care and sl proper safeguards to prevent tha pollution of water; shall plug securely in an approved manner any well before aben-
doning It; shall allow Lessor to inspect all operetions at any time; shall carry out st Llessee’s axpenss ail reasoneble orders and requirements of Lessor
relative to the prevention of waste end the preservation of sald land, and o feilure of lesses 30 to do, Lessor shall have the right together with eny
other recourse available to it 10 enter on said land to repair demags or prevent watte st Lessee’s expense; and shall, abide by end conform 1o valid ap-
plicable rules end reguistions of the Alasks Oll and Gas Conservation Commission and the regulations of Lessor relating 1o the matters covered by this
paragraph In affect on tha effective date hereof or heresfter In affect if not inconslstent with any specific provisions of this lease.

21, WELL LOCATIONS. Lesses shall within five days after spudding n a well advise Lessor in writing of the location and date of spudding of
soid waell.

22. APPROVAL OF PLANS. Lesses shell not plece into sctual operation any plan or method for the purpose of stimulating or increasing produc-
tion on sald land other then plans end methods in common use without first heving obtained the written spprovel of Llessor.

23, LOGS AND RECORDS. An eleciric log or radioactive log, if taken, and e desciptive geologic sample log, if takan, and a record of all tesn
run for cach well drilled on said lend, together with a plat showing the exact locetion of sach such well, shall ba filed with Lessor within thirty (30)
days after such well has been completed, suspended, or abandoned. Any and all information filed by Lassaa with lessor in connection with this lesse
shafl be available at all times for the confidential use of lesser for the purpose of enforcing complisnce with the tarms, covensnts, and conditions of
this lease and the reguletions of the Lessor but shall not be open for inspaction by any person other than officers, or employees of lessor end persons
performing any function or work assigned to them by Llessor for o parlod of twenty-four (24) months after the thirty (30) day filing pericd, except
upon written consent of lasses. Notwithstanding any other provision hereof, siid information may be disclosed to any pasrson whara such disclosure
3 reasonably necessary for the administration of the functions, responsibilities, and duties vasted by faw in the Commissioner of the Departmant of Nat
ural Resources or In the Division of Lands or the Director thereof, Including but not limitad to functions, responsibilities, end dutles aristng in com
nection with eny litigation or administrative dication relating to this lease or to the rights, 4 , and obligations arising heraunder.

24. RECORDS. tessee shall keep end . n its possession books and records showing the uction and disposition of sl oil and gas pro-
duced “from sald ||nld uncf shal| permuL Lessor or its agents et all reasonable hours to exsmine the u e, Such records end reports of production shall
t 13 + RY R ) L e L LT A
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by Lestor or it Letsee unfil provision has been made fo pay tha owner of the land upan which the reserved rights sce rought 1o ba exercliad full
peyment for ol damages sustzined by said ewnar by reaton of entering on said lend; provided, thar ‘T seld pwner for any caure whitever reloses or
neglecty 1o settln sald damages, Lenor or ‘vt shall heve the right to institute auch legal ¢ “ng In a court of compatent {urlsdiction wharein
the land i1 nitueted ae may be necornary 1o alne the damaga which the owner of such land n..  iffer, Lewse hereby sgemes 1o pay any damege
that may becoma peyshle under sald slatulory provisions end to Indemnify Lessor and hold it harmiess from end againmr sny clsims, demands, ifabilities,

‘and expenses arising from o In connection with such damage, The furnishing of & bond in compilince with the Leste will be regarded by Llewior an

a aufficleat provision for the payment of all demage 1hat may becoms paysble under sald siletutory provisians,

26. BONDS.

{(9) 1f required by Lemor, temee shall fumith ¢ bond prior 1o the hsuanca of this leass In on amount equal to ot leart $2.00 per scre or fraction
thereof contained in aeid land but net less than $1,000.00 and shell malntain ssld band s long ey required by Lessor,

() Before baginning drilling operations on sald land Lesses must hava furnished and thall maintaln o bend in sn amount of ar lesst $5,000.00.

() Losses may. In lieu of the foregoing, furnish and malntain & statewids bond In the amaunt of $100,000.00

() Lesaor rmay, after notics to Lesvee and an opportunity ta be heard, require a bond (n a resscnable amount graster than the amoun! 1pecified
above In this parsgraph whers such greeter ampunt Js [vatifled by the nature of the surface and M Ut and Improvements in the vicinity of said
fand and the degres of the riske Involved [n the types of opareticns being or 1o be carred out under thia lusse. A statewide band will not satisfy
sny requitement of i bond Imposed under thiv bparagraph but wil bt comidersd by Lemor In determining the need for and the ameunt of
any additlong] band under this sbparagraph.

(o) H waid land 1 committed In whola or In part 16 a cooperative or uwnlt sgresment epproved oF prescibed by Lemsor punsusnt to law snd
the regulations and o unil bond i furnithed Th sccordenca with tha regulstions, Lessee nesd not therashinr malntaln sny bond with caspect 1@ the
pertion of waid land 80 commiited 10 wch agreemant.

27, ACTS OF GOD, Should Lmsses be prevented from complylng with any expressed o implied covensnt of thia lasse, from canducling drill.
Ing ‘operations thereon, or from producing or markating oll or gea from sald land after afforts made In good falth, by remon of war, riots, acte of
God, severs weather In the sras of wld land, acth of govarnmental authoritles, fallore or lack of adequate trensporiation facilites, o eny ather
cause. beyond Lessaa’s ressonable control whether similar to these enumeraled or not, then whils 30 prevented and for a ramonsble time there
after within which to resume operations, Letsea’s obligatin to comply with sch cavenant shall ba swipendad and Lemsse shall not by llable for dame
sges for fallura 1o comply therewith, If drilling or reworking operstions sre suspendad by virtve of thin pwragraph and the prowecution of nch
operations would have had the affect of preventing the explrstion ot termination of thiv lease, then this leass sholl not tarmineta during the perfod
which the obligation to perform auch operationy is suspsnded under this parsgraph; provided, howsver, that nothing In this parsgraph shall be con
strved to suspend the payment of rentals of of minlmum royalties,

28, SUSPENSION, Lessor may from Nma to tima diract or amsent fo the suspénslon of prod
wih sctlon Iy necamsary or juatilisd in tha interest of consarvetion.

29, RESERVATIONS, Lewsor ressrves the right to dispase of the wrfacs of weid land fo others wbiject 1o this lesss, snd tha righi 1o sutherize
others by granl, leasa, or permit sublect 10 this lesse and under uch conditions a8 will pravant ur Yy of unr bla Interference with “the
rights of Lessea and operatiom under thiz lessa, to enter upon and vie sald lends

{a) To axplore for oil or gas by gecloglcal or geophysical mesns including fha drilling of shallow core hales or siradigrephic tests to ¢ depth of
not more than 1,000 faer.

®) To explore for, develop end remove natucal ressurces otfiar than oll, gas, and ewoclated substances on or from seld land.

() For nonauclusive easemants snd rights of way for any lewful purgosa Including shafts and tunnels necemary or approprlaiw for the work:
Ing of suid lsnd or oiher lands for natwrsl retources other then oll, e or associated wubstancas,

(d) For well sies and wall bores of wella dritled from gr through said land 19 axplora for or produca of, g, and amccisted substarcss fn snd
from ather landy.

(#) For sny other purposa now or hersafter wthorized by law and pot incoraisient with the rights of Lessse under this lesse.

30, UNDERGROUND STORAGE. This leass does not authorize the subiurfece storage of oll of gas except & o necemrary Ingldent 1 tacycling

or athar operations ar both under this leass IF

pressure malnianance, repressuring, or othar similer operation designed to tncreass tha ultimate recovery of olt or gas ox prevent the waste of ofl or ger.

produced from sakd land or from any unlt aree of which the tald land i & part. Lasor resurves the right 1o authorize the swbewrface storsge of off or
gus In suid Jand by Lemes or by olthers In order 1o avold wasta ar jo promole conservation of natyral resources and upon wuch’ conditions av will pre-
vemt unnecemsry of uUnveasonsble Injarference with the rights and opicationt of Lewses under this Taass, including conditions prohibiting the sterage of ol
or ges without the content of Lesses in any reservolr covered by thix lsass capsble of producing oil of gei In paying quantities.

3. ASSIGNMENTS, This lesss or sny undivided Interssi hereln may with the approval of Lessar be assigned o subleased a3 to sald land of eny one
of more legel sbdiviiiany Included therain, ar any sparete snd distinc zony or gegiogical horizan underlying said land or such one or mevs hgar sub-
divislons, to any person of panons qualified 1o hold a lesse. Nd trantfer of any Interest In this leass including snignments of working of royalty inter-
esis and operating agreaments and wblassey shall be binding upon lemor unlwss appreved by Lessor. tessee shall remain Jiable for all obligations  un-
der this leesa accrulng prior 10 the approvel of such transfer. Approvad of tramifer of fhis leass or an (nterest thereln will not be denled axcept (1) for
follute 1o comply with the regulatiom, (2) In the discration of Lessor, whece the teansfar covers any diitinet zone or gaological hurleon, or (3) where
Lanor determines that the best Interesn of Lensoy |uatify such action Applicatioms for approval of a trarafer under this persgraph mat comply with
the regulstions snd muir be fled within ninety dayt efter the date of flnal exscufion of the Instruntent of tresufer. Where o harafer b made of all
ar a pett of Lestss’s intermf In dnd 10 a pactlon of the acrasge In sald land the enuigned acredge vhail, or the option of Lemsor, or may upth requesd
of the trensferes and with the approval of Lesser be vagregated inta a separste and distinet lenss having the asmie effective deté e this lesse.

32 UNITIZATION. Whensvet defermined and centified by Lewsor 19 be necesnary or adviable fn tha gublic Intérast for the purpess of prope.
conserving s natwal resourced of any all or ges pool, fleld or liké eres of’myfcn therwof, which includes or underiles seld Land of any part thereof,
Ledssa may unite with other Lessees of Lowscr of with othters owning or opensting lands not betanging. to Lassor Including lands belonging fo the United
States and’ with others. jolnily o separitaly, In collectively sadopling snd cperating under e coopentive or unlt agrsemant for the development or aparailon
of the poal or flald or like ares or part thereof. Lesass shall within thirty deyr affer demand by Lesiar subsciibe to such a coopsrstive or unit agree
mant, which sgreamant shall be ressanabla snd shall adequately protect all partles jn intarssi including Lessor. Lewsor may with tha consent of Letses
suteblish, alier, change, or revoke dellling, produting, tental, minimum royafty, end royalty requirements of this lesse H committed 10 eny sich co-
' Lo such regulsiions with ralarence fo this lease with the like consent of Lessee 1 connwcilon with the In

operdtive or unit agreament end may ma
stitution end operation of eny such cooperative o unit agreement a1 Lessor may datermine la ba nacessary or proper to secure the propet profection

of tha public interestc If e portion of sald Jend is commitied to en q:fmwd or preycribad unit agreement, the committed screage shall st the option
ol Letror and may upon the request of Lemea and with the approval of lessor be tegragated into & vaparaie and distinct lasve. hsving the seme
eHactiva date @1 this taam,

33. SURRENDER. lersea may at any Hme make and flla with Lemor 4 wilhan suitender of alt /ighi under this lemse or any portion thereof coms
prising one ot more legal wbdivitlon or, with tha conient of Lessor, of any weparets and distingt zone or geological horlzon underlylng seid lends o
wch one ar more legal subdivisions thereof. Such a turender shell be effactiive s of the date of flling whiect lo tha continued obligations of Letee
and his ayraty to make paymant of all royeltles therstofors accrued end to plice sll welis on the surenduared land or in the surrendared zonar eor
herizams In condilon satisfactory 1o Lessor for suspemiion or abandonment; thersupon, Lessea thell be relearsd from all ciher obligations accrved o 1o
acerve undar Jhis lesse with respect (o the surrandersd linds, zonas, or horizonw.

34, DEFAULT) TERMINATION,  Whenaver Lauwe falls to comply with any af the provivions of this laase other than the payment of Yental and
and Lessea fails within aixty days efter wrilten notics of such defaull 10 commency to remedy end thereaftar prosscute diligently operations to ramady
such defeull, Lessor may cincel thn faase if et thet time thera 1 no waell on said land cspable of produclng ofl or gas In peying quamities. If &
such time there 18 on weld land & well capable of producing oil or gas in paying quantitles, this leass may be cancelled only by Judiclel procesd-
Ings. In the evant of any canceflation under this paragraph, Lesses shell have the right to retaln under this lease any and .ﬁ deflling or producing
wells a1 to which rio defsult existe together with & parcel of fsnd surrounding aseh such wall or walli and such righta of way through veld land

as maey ba reasonably necessary to enable Lessee to drill and operity such retajned well or welh,
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35, EXCESS AREA. If for any reaton said land Includes mora acreaga than the maximum permitted under appilcabla laws and/er ragula
tions, this lease shall not be void but the acreage Included in sald lind shall be reduced 10 the permittad maximum, Whenever tessor daterminey
that this lease so exceads the parmitted acreage and notifier Lessze stating the amount of acraage that must be aliminated, lessse may within sixty
days afrer such notlce surrendar ona or more lagal subdivisiens included in taid lands cemprising at least the amount of acrasge that must be alimi
nated. Hf such & surrender Is not filad within such yixty days lessor may terminate this lease s 10 the acraage that must be eliminsted by mailing
notice of such termination to lassea describing the parcal or parcals ellminated. Such o notice shait have the affect of ferminating this leave
to the parcel or parcela described in such notice.

35, RIGHTS ON TERMINATION. Upon the expiration or aarlier terminatlon of this lease as 1o all or any portion of said lands, Lessee shell
have the privilage at any time within a period of six monthy thersafter, or such extenslon thersof as may ba granted lessor, of removing from
ssld land or portion thareo! all machinary, equipmant, tosls, snd materiels other than Improvaments neaded for producing walls. Any matarlals,
tools, appllances, machinery, structures, and equipment wubjact 18 removal as above provided which ara allewed te remaln on said land or portion
thereof thall become tha property of lessor upon axplration of such period: provided, that lessea shall remove sny and sl of such propertias
wh':; to directed by Lessor. Subject to tha foregoing, Lasses shall delivar up seld lands or such portion or portions tharaof In good order and
condition,

7. U:’T;EREST IN LAND. It Is the intention of the partfes that the rights vasted in Lasses by this lesse shell constitute an interest in resl prop-
erty In seid land,

38. LESSER INTEREST. If Lassor owns « lasser interest In the ofl and gas deposls in said land thin the entire and undivided fee simple estate,
then the royslties and rantals herein provided shsll be paid Lessor only in the proportion which Its interest bears to tha whole and undivided fee.

39. CONDITIONAL LEASE, If o)l or 8 psrt of said land is land that has bean selected by tha lessor under laws of the United Statas granting
lands 10 Lassor, but such land has not been patentad to lessor by the Unitsd Statas, then this jeate (s @ conditionel lease a1 provided by law uniil
such patent becomes effective. If for say resson such @ selection fa not finslly spproved or such a8 patent does not become effactive, sny rentsl,
royslty or minimum royslty payments made fo Llewsor under thls lease will not be refunded.

40. DRILLING OPERATIONS. As used In this lease “drilling operatlom” mean any work or actual operstions undertsken or commenced In
good faith for the purpose of cerrying out any of the rights, privileges or dutiss of Lassee under this lesse, followsd diligently and In duse coirvs by
the construction of » road or derrick and/or other nacessary structures for the drilling of an ofl or gas well, and by the sctual operation of Jrilling
In the ground. Any such work or operations prefiminary to drilling in the ground may be underteken either on seid land or in the vicinity of )
land in any order Lessae shall see fit,

4). ACTUAL DRILLING, As used in this lease, “sctual drilling” means sny end all operations necessary or convenlent to the drilling of a
well in the ground efter the firnt drilling or spudding with equipment of sufficlent size end capacity to drill to the total depth propasad for the well.

42, RULES AND REGULATIONS. As uted in this lesse “regulations” maan the spplicable snd velid oil and gas lessing reguistions of the Com-
missioner of the Dapartment of Nasturs!l Resources in effect on the effectiva data of this lease unless otharwise specified,

43. INTERPRETATION, A1 used In this lease words which are defined in the regulstions have the meaning assigned by such deflnition except
where the context claarly requires @ differant meaning. The pacagraph hewdings sre not s pert of this lease and are inserted only for convenlence.

44, NOTICES. Any notice required or pearmitied under this lesse shell be in writing end shall be glven by registered or certified mail, return
recelpt requested, sddressed as follows:

To lessors To Letsees
Director, Divitlon of lands RICHFIELD OIL CORPORATION
State of Alatke

344 Sixth Avenve 555..S0UTH. ETLOWER. STREEL. ... e
Anchorage, Alaska
LOS ANGELES, CALIFORNIA 90054

Any such notice shsll be deemed given when delivered to the foregoing address. Either party may change ‘the address to which such notices are 10 be
1ent, by s notice given in accordance with this paragraph.

45, HEIRS AND ASSIGNS. Subject to the other provisions of this lease, the covenants, conditlons, and sgreements conteined in this lease shall
extend to and be binding upon the heirs, executors, administrators, auccessors, or assigns of Lessor and Lasses,

4£6. WILDLIFE STIPULATIONS. This lease is subject to such sHpulatios as are attached.

this lease effective as of the ... 5L1%SE day of Octeber 19.00,

IN WITNESS WHEREOF the
RICHF

By,

HUMBLE OIL & REFINING COMPANY 6(’ é
W CV— V. O S

STATE OF ALASKA

By
LAY Tts MAorfey in Fact
LESSEE T, Minerals Officer LESSOR
THE UNITED STATES OF AMERICA .
STATE OF ALASKA
This certitiex that én tha.ﬂ. day of . PRI | émorc me, & nolary public in and for the State of Alaske, duly
commlissgioned snd xworn, personally sppeared.. EF_].E Mathis to me known end known to me to be

the parson described in and who executed the foregoing lease on behalf of the State of Alisks ay Director of the Divislon of Lands, Depert

ment of Natural Resources, or his authorized sgent, The sald ___.Etlg H&thiﬂ . .. . . e o executed sald lease In my
presence and, efter belng duly sworn sccording to law, stated to me under oath (hst he i the Director of the Division of Lands, Department
of Natural Resources, or his authorized sgent, and has authorily pursuant to law to executs the foregoing lease as such Director, or authorized
agent, on behalf of the Stale of Alaska, acting through the Diviston of Lands, Department of Netursl Resources and that he executed the
‘IVITQ flre}{iy and voluntarily as the free and voluntary act and deed of the sald State of Alaska and for the Divislon of Lands, Deparimenl of
Natural Resources.

WITN/ snd and_gf, 1 a of the day and yesr In this certificate above writfen.
RS- / e A S ~ Notary Public in and for Alaske. My Commision expires Wﬁw—_”

. Exc. 000009 PTU RCC_OOZOIOZ



COUNTY OF LOS ANGELES

ON Tﬂlsm—dny o lséifhfou me, the undersigned, a Notary

Publi¢ in and for said County and Statd person nppeared 3R FACKSONIR
known to me to be ths person whosa name is subscribed to the within instrument, ss the Attorney in Fact of

HUMBLE OIL & REFINING COMPANY, s corporation, snd scknowledged to me that he subscribed the name of
HUMBELE OIL & REFINING COMPANY thereto ag principal and his own name ax Attorney in Pust.

WITNESS my hand and official seal
MARTHA E. ;tP;EN

MARTHAE PIPPEN. My Commisslon Expires Octobar 5, 1963

STATE OF CALIFORNIA } "

NOTARY FUBLIC . CALIFORNIA

(Pri
PHIFCIPAL OFFICE IN Notary Publle In and Kﬂ' Sllﬁ”COImty and State,
{05 ANGELES COUNTY

STATE OF CALIF ORNIA
. X 35,
COUNTY OF LOS _ANGELES
On this 6th day of JULY , In the year 19_,&5_, before me,
_H. E. PRITMORE , @ Natary Public in and for the said County and State,
persondily appaared G. Ry SB@'PHIRD

known {0 me fo be the person whose mame is subscribed to the witbén instrument, as the attorney-in-fact of
RIGHFIELD OTT. CORPORATION

and achnowledged to me thali__ke subscribed the name of RICHFTELD QIL CORPO_}.}ATIOE
thereto as principal__, and ,b.LE_uwn e 43 dftorney-in-fact,

IN WITNESS WHEREOQF, ! bave bereunto set my band and offixed my offifial sea
certificate firss above writlen, 2{

M missi ' JM £
Y commission expire “‘

ALAIKA = ATTORNRYANFACT Notary Public in and for said County and Stale,

day and year in this

H. E. FRIDMIRE
NOTARY PUBLIC « CALIFONRMNIA

ADC 2020-F 10.84

LOS ANGELES COUNTY

PRINCIPAL OFFICE 1N

FRTO, IN U.F.A.

PTU Rec_0020103
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UNIT OPERATING AGREEMENT
) I’OIN‘L‘. THOMSON  UNIT AREA
~ SO DT

STATE OF ALASKA

1 TANLE OF CONTEXTS
Preliiinary MEeHalS v eersormer covimmrsenee s s seee srecisriecos 10 rrrens oo

ARTICLE 1--DEFIN\TIONS

Section L1 Unit Agreement Lefinitione -1
Section 1.2 Unit Operulor . |
% Keetion 1.3 Darty ... 1
E Seriinn f4 Cosle ... .. . . |
! Scetion 1.5 (.:mun(ll:\ ork n| Inlerest . . eea .
Section LG Avrmugedigy Bacticips £3ion . .1
Seetion 17 VPradustica .. . .
Scetlan 1.8 Jeare Surdens . 1
Sectivet 1.9 Deilling Party o . [N |
Gy Soction 1,10 Nor-Drillinyg Porty . - J
1 SElion LIT BN il it e s b ke e et syt 1
) Section .12 Deepen or )’hu 3 3
Scetion 1,33 Initia) Test el .}
Seetion 151 Sebsequant Test Weil . .3
Seelior 115 Lev L)(']l]"‘l“. Well . .1
Sceltan 116 Cxjluratory Wed) )
Section 1.17 Ap;n oval of the Partics of Dircctior of the Prrtics .1
Seetion 1.18 Salvage Value .. .1
'chUmjl 19 l\r'ur{l)"l;eq'oun ,‘\
2 Le] zarica T
Section bygih Nop 1l uzdaa s
PLUGGING BACK WLLLS |‘ )
G Bcetion 2.1 No Liabitity \Wthout Consent .. e rearenim .1
a ARTICLE 31~{NITIAL TEST WTLLL
Scetfon 3.1 Location . [FORURO |
Geetien 3.2 Costs of DEUNRE .. ot st vt cesee vt annssaaes 1
ARTICLE l—:UnaLQbi;NT TEST WELLS
Sectien 4.1 Right to Drill it stnabe et ianass et et ab b e s e 2
’ ’ ARTICLE L) STABLISHAIENT, REVIS)ON IND COASOLLIATION
OF PARTICIVATING ARCAS

Eection 8,1 Propusal
Section 3¢ Objcrlvuln (o Proposal ..

T, Scetlon SJ Junised Vropesal N T
i oy Scetlon 5 4 Defeciian by Director .

Sectlon 6 5 Consolidution

‘: ARTICLE 6—AVLLCITIONMINT OF COSTS AND QWNERSHIP AND
: DISPOUSITION OF PRODUCTIRQN AND PROPERLY

Scction 6.1 Apporticnmment znd Ownership Within Partlelpating Areca . . .ee

e 7 A, Coxy
! B. Produztien .

DIV

C. Preperty
Seetlen 62 Ownexlip und Coxts Gutside l‘n'uclpaung Area
Section 6.3 Taking In Jind ..
Scetion 6.4 Falluze Lo Fake in
Section 6.5 Surplus Malorials and Equipinent
ANTICLE 7—PLALNRS OF NDEYELOPFMENT
Scetion 7.1 Y¥ells and Frofects Included 2
Seclion 77 Nolice ot {'voposnd P'lan 2
Sectiott 7.3 Natice of Approval vr Dlsapproval ... .. - 2
Section 7.4 Amiendmen!s ... cresbinnens 2
Scelion S5 Cossation of Uperatione Under Plan 2
ARTICLE B—DRILLING OF DE"EI,OI"\I"'\"I‘ WILLS
Sectlon 8.1 Purpose and i'raccdure .3
Scetlon 8.2 Nutice of Propetud oling 3
Sectiou #3 Heapunse lo mvoliee
Seellan 8.1 Nohice of Lloction to Dril? .
Seetion B3 Fffeet of Mieciloa to DA .
Scetion 8.5 Subscqueni Ploction ... ...
Scction 0.7 Righty and Olligution of l)nhmg Tarty and Nor Drilling Parly .
ARTICL) 2—EXPLONRATONY WELLS
Section 41 Procedurc [oF DUILNG v et ceetinis v mcncie semnem versesomm s rees oo O
N ARTICLE 0 -RIEQUIRLD WLELLS
Soction 10 Befinillon | .3
Secliun 10.2 Eieetion (o Drifl 1
Seetiory 103 Alternalives to Diilling .3
A, Compensatory itoyaltiex K
. Contractico 3
. Terminatisn | 3
Snctian 104 Required Lrilline ]
A, O ‘0,\,,\1-”! i
R Buplmiusey B ol . .3

AWICLE JI=-ATFEMPTED COMPLIT T LPCHING, PLUGHLING
BACR ANDY SN \UF\T

SEcliun T PrOCCRITC oo e eermnrienss coenrecvesens v ot e st 1 e+ v e+ e 3
i) ,
/: HIMvu»;?)n-,?.\ AL
. AGO 10166031
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ROXY MOUIN AN (GHET OPERATING #uIMUNT
Forra 3 Mvidad Joteruan Jameary, 155

P “‘i

ARTICLE 12— NIGIITS AND ORLIGATIONS OF DMULLING
PARTY AND NON-DHILLING FARTY

: Seetlont 121 SEAPE 0f ATUELC. oot cnivsrserene e 3
5 Seettan 12.2 Nelingnirhmont of lnlcrm{ ly Non- Dxllhnr l':uly 3
Seelion 12.3 Meversian of Helinguished Tnteeedb. e e o 4

. Secljon 124 Effect of lerorsion,.. ... . 4
Seclion 125 Tughls aud Qiligatians of nnlhny (Y (OO |

]

ARTICI B 13—ADRIUSTMENT NN BSTARLISNIMENT OU CILANGE
OF PAIRTICIYATING AREA

Seclion 131 When Adjusiment Mada,.., s aokwnee o ot OO |
E Eccllon [ Du‘mmcm ....... 4
[ A, well 4
o Intam*ti;‘e Valua Aoty e et b e e e e |
c. ’lax"gmlc Property :

i1 4 -
Seclion 11.3 Mathod of Adfusimont on Bstabiishment ar Lnurwmem_ 4
Section 134 Method of Adjustizent on Conurxclion.... . ... A
Seelion 13.5 Ownership of Wells and Tancible l’ropcer 5
Section 13.6 llclinqulshed Interests of Nou-Drilling Parlies 5

ARTICLE 14-—SUIERVISION OF OPYRATIONS BY PAILTIES

Scefion 14.1 Ttight of Supcrvision []
3 Sectlont 14.2 Voling Control . -3
Gection 14.3 Meetings . -]
£ Seclion 14.4 Action \Without Meeting.. orvaras 5
Seclion 14.5 Reprosentatives ORI
Saciion 14.6 Awdits ... erout rtrem .6
Scclion 14.7 EXIrancous Prajeels . .......... " 6

ARTICLE 15—UNIT UTERATOR'S POWENS AND RIGOTS

Sectlon 15.1 ln G-mer:l
Secllon 13.2 1

Seelion 13.3 Nou Liatliliy
Scetion )34 Fores Majeure
Seeljon 145 Lien
Sectlon 15.6 Advances
Secllon 15.7 Use of Unit Operator's Drilling Equipment
Seclion 15.8 Rights os Party,

Gt

PODIABANS
B

i
i

ARTICLR 16—UNIT OPERATOR'S DUTIES

Section 18.1 Specific Dulles
“A. Drilling of Woils
B, Compliance wiih Laws and Agreemenia.,.
C- Cousullalion with Parties
D Payment of Costs,
B, Necords oienin
¥, Information
Access to Unlt Aves..... -
Section 162 Insurance :
. Unit Operator'y ...
g. gomncx?r’s” ;
utoniotive Kquipnent
Section 183 HipnlNssrmination ﬂomphanee WLER KRBT A TEHE T
Section 184 Drilling Centracts
Section 1G5 Uninsured Losses

[NAaggaoaanana

ARTICLE 17—[IMUTATIONS ON UNIT OPERATONR

Scction 17.1 spccirc Limitations 7
A Change in Operntions 7

B. Limit on Ewmdltume 7

Partial R {. "

ki

T

D. Sotiiﬂncnt of Claima
E. Determinations P

L

ARTICLE 15&—TITLES

Secqon 181 Rcvresematinnx of owmrxhip T
A. Lease Papers et
B. Thle chrs for Tnitial Tost Well ... .. Pt o T
s Title Papcrs for Snbsequent Wells 7
~Liile Pupers on Establishment or Enlargcement
. ]Htﬂctpaih)g Aroa 7
Seetfon 10,3 Title CommiNag ... o, 9
Saction 181 Duties of Tille Chruptiltoe el 8
Bection 16.8 Evpensc of Title Exantinxtion and (otralios V0K oo oo 8
Secilon 10.6 Wilhdrawal from Dri Slincurips”, ... 8
SecUon 187 Approval of Titles on Fists nb}eshlmm or E‘nlargclmnl ol a
I‘1rhclpqlulg ARCA et SOOI . |
Serllon 168 Eficet of Risapprrsalsf Tatle on Fetat mshmmt or
Enfurgementof Pacticipating Area.., . -
Seclion §5.4 Failure of-fitle 1o Commiited Working [nicrests ]
s of Production. ... 1]
Loss of Ownenslip in Welly and J‘ropurly . 8
C. Liabilities to Taied Parfes, K
Relmbursement {or lnveatmenlo oo .. - .0
Msen.«;mm by —LateoLrison 2
ARTICLF I’I—W‘Hm
Decotitnir=1 20 1="T'2 Citbanbani ot i
[ 45 TRSEB U ARG T THEL S ETY A ey e ———— i

AGTICLE Z0—RENTALS AND * ¢V ASE BORIDLNS

- Scetlon 209 Nentals
Serlion D Lease Lu
1 Seclion R Lows of Conninitt

10166032
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GGy MULNTALT G GEFRATINGG AGRIELMENT
Form 2 (Livided Inbviand] Jupuory, 135

ARTICLE 2I-TAXES

Scetton 201 Payment . oo .
S=cllun 21,2 Appavttenminnl ...
Scction 2.3 Transfer of Inleresis S
Section 404 Nolices aud QiU o mmmerens

=

k-4

ARTICLE 28— PRI T AALY A predd DRt LT e MY
NS o LR i e |

Reads L3 A - SN TERR R A T L avs POV -
S paria L o u‘[«-(-«l-*-‘f.:"r‘ et 'ﬂ-m-r-'er'P mr— 2
So oy Aideivies b vy vt s [t e i i S wier
ARTICLL Z23—COMI'EXSATONY NOYALTIES
Secilon 211 Nellea ... p
Secllon 232 Demand for Falfure la DRIl ¢ Devcl upinenl Well ... RN |
Seclign 233 Demand {ar FXdive la Drill a Well Ghier thay a Dc\c]ap.n ent W, L 9
ARTICLE H—SEPARATE MEASUREMENT AND SALVAGE
Sectlon 24.1 Scparzlg Mcasurericnt . .. )
Sectlon 24.2 Salvagod Malorfals . o s e et s e .0
ARTICLE 25— SECONDARY RECOVERY AKD PRUSSURL MAINTENANCE
Section 251 Consenl Requfred 10
Section 23.2 Above Ground Macilities - e [0

ARTICLB 25—TRANSFERS OF INTENEST

Secdis AL et Lial b o Drprmdor .

Secllon 26.2 Sale by Unit Opunlor
Section 26.3 Assnuption of Obllzations
Section 284 Effeetiva Date

ARTICLE 27—RELEASE IROM ONLIGATIONS AND SURLENDER
Sactlon 271 Survender or Releate Within Poarticipating Area

SReelion 27.2 I"recedure on -!lll‘l‘Lndcl' Outslde Participating Area...
Beetlon 27,0 Accrued Oblhalons .eeee

ANMTICLE 2A—SEVRRAL, NOT JOINT LIADILITY

Saclion 28.1 Llabillty . 10
Section 282 No Pzrtumh.lp Cyealed 10
» Section 28.3 Eleclion o 10

ARTICLE 29—-NOTICES

Scetian 20.1 Glving and eeciyt. [ JvR— |
Section 201.2 Praper Addresses .. arten e s shasas 11

ARTICLE 30—EXECUTED IN COUNTERPAKTS AND WATIFICATIUN

Seetlon 30.1 Counterparls 1L
Section 30.2 Ratificalioh ; 11

ARTICLE Bl-—SUCCl.'."SOllS AND ASSIGNS

Section 31.1 Covenanta 11
ANTICLE 312—AFEADINGS FOR CONVENIENCE
Sectlon 32.1 Headings 11
ANTICLE 31—RIGHT OF APPEAL .
Sectlon 33.1 Nut Walved — A1
ARTICLE $1—SUDSCQUENT JOINDER
Sectian 34.1 Prior lo Lhe c:m-mcu:umenl of Opcrafions. . - 11
Serlion 342 Afier Co it of Operations. 11

ARTICLE 35—CARRIED {NTERRSTS
Secllon 35.1 Treaiment of A1

ARTICLE 30—EFFECTIVE DATE AND TERM

Section 6.1 Effective Dalo
Scction 362 Terin
Sectlon 363 Effcet of Ternmination
Scclion 364 Eltvet of S[gnaturc

ARTICLE 37-OTUHER PROVISIONS

EXHIDITS
Exhibit 1 Negcription of Unit Area
Exhibit 2 Accounting [recedyre
Fxlhiibit 3 Inftf2]l Teat Wall
Fxhjbit 4 Part 1 -~ prilliug of Eaploratory Wells
Pact 2 - Attempted Completion, Deepcalng, Pluggiug
Baclk and Abandgynent
-~ Fxhibir 5 Insurance
) Exhihit 6 Cowpl Lance with Nesgulutlons
Exhibit 7 Qvertife/undesl LEG, 0Ll 3
Exhibit B Brdect, Pocecaut am! AFPE Procoduvey AGO 1016603
Fobgeie 8 Trovision

it . FTY Ree. 009927
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HOCKY MOUNTAIN UNIT OPFRATING ‘EEMENT
Foret 2 (Divided “nigvasl) [anwary, 1955

UNIT OPERATING AGREEMENT

POINT THoMson UNIT AREA

STATE OF ALASKA
27

THIS AGREEMENT made a1 of the. Lo day of ... VI T

by and among tho pariles why execule or ratily thia agreement or & counterpart hereaf,
WITNGSSETI:

WHEREAS, the Partles have eniered Into that ccriain UNIT AGREEMENT FOR THE DEVELOPMENT AND
OPERATION oF THE.. PQINT. THOMSON . NIT AREA, Mgt
Sate of....._... ALASKA dated a5 ot the £ 2= aay o 172 DT ER 1077

and_hercinafter referred to as (he “Unil Agroement”, covering the 1ands desceibed in Exhitil 1. hercla allached, wiitcit
lands ars roferrsd to In the Unit Agrcemont and in Uity agreemenl as the *'Unit Atea™;

WHEREAS, the Perlies enter into this sgreament pursuant to Soclion ? of the Unlt Agreemeni,
NOW, THEREFORE, in conslderation of the mutual agreements herein sel forth, il ig agreed as follows:

ARTICLR 1
DEFINTTIONS

1.1 Unli Agreement Defluitlons, The definitions contained In the Unit Agreement ave adopted for ail purposes of
this opreement. In addition, each lerm [lis(ed below shall hava (ho meaning statcd therefnr, whenover used in this agree:
ment. .

12 “Unlé Operatar* mesns ... EXXON CORPORATION Rt I 1T s,
13 the Unit Operatar designated in accordance wilh the Unit Agreomsnl, scling tn thet copacity and not as on owner of
Working Interest.

1.3 “Parly™ means a parly to this agresment, Including (he Party-acting 3s Unit Operator when pcling &2 an owner
of Working fnterest,

14 “Costs* means all cogls and expenaus ineurred In Lhe development and speration of (he Unit Area pursuant lo
tds sgraement or the Unit Agreemeat and all other expensea that are hereln made chlzrﬁ"cnblu as Cosls, defonnined in
accordance with the necounling procedurce set forlh in Exhibiy 2 attached hereto, which shall govern in al! inaiters covernd
tlmi:gr axcept that in even! of inconsistency botween said aceaunting procedure and thls axroemetd, this agronment shall
conirol,

13 "Committed Wotlkdng Inlerest” meamn & Working Interest which is shown on Exhibit B tg the Unil Agrcemont
a5 ownod by g Party and which isx commitied to tho Unit Agraement, Whenaver refercnen [s made o a Parly “in” or
"within” {ha Unit Area, » parfictpallng ayen, or other aren designated pursuant to thip agreoment, such referénce shail
maan & Parly owming a1 Commiited Working Interest In lands within such area

1'6 [13 A ti i a:io aa a" wﬁt FE N e ’r 51 '. 41 3o idaaadis wel w'!“-' "' ilﬂ“ “'. . ‘I‘ﬁ.‘
pating areI; gr oﬁw? arex E%Ha}ed pugsuant to this sgreement in votirs, Costs, ar Procdue i gbe e iapolion by
each such lﬁ'm,y in the pm{s ion that the acrenﬁ al s Commitled War
nereage of the Committed Working Inlcrests of such

oy

T sueh ares bears Lo ¢ tolal
=reILFor the purposes of this definition, (a) Ute avre.
28 shall he the acreage of such traet ps sel forth in ExhiLil B
ure two or more undivided working inlereg!s in a tract, Lhere shall be apporfioned
Mierest that proportlon of tha acreage of the tract Lthal siuch working interest bears to Lhe enlre

the Unit Agreement
lo cach &

L7 *Production™ moans 21l Unitized Substances produced and saved from (he Unit Area except so much {hereof
vs is uced Jn the conduct of operations undar the Unit Agreement and (his 2greement.

18 “Leasa Nurdens” moans the royally reserved to tho lessor in an oil and gas feage, an overriding royaily. a pro.
ductioh payment aud any similar burden, hut docs nat include a carried working intereal, a nel [ircfiiy interesi or any
other Intercst whieh ls payable out of prafils.

19 “Drilling Party™ mewng tho Parly or Pacties obligated to hear the Costs Incurred in Drilling, Deopening or Plug-

Dack a fn accordance with lbh’agwement st Lk commencement of such operatisn, | npening o .

L10 “Non-Drilling F: Ineans m Party wiro has bad the optlonal right to participate in the Dcilling, Deepsning or
Plugedug Dack of & well and who has elected nut fo participale lgnrein. e P " ne- pening

L11 "DrUl” means (o perform all operatlons r bly y and incident to the Deilling of a well. Including
3 arution of roads and drill sile, tesling, and, if productive:of Unilized Substances, completing and equipping for pro.

uction Fineluding ﬂawl ines, l.rechn. separators and tivkage, or plugging and shandening, I dry.

1.1 “Deepen or Plng Dack™ means te perform all operatlons reasonebly neecess and incidenit to Neepaning o
Plusgitif B ¢ wall, (osting, and, if productive of Unlg:cd Substanees, camplutln;a.la?-’ rtcamplqlhbg and oqu r»pin“:'fz Io:
pro em on.ggdw“ o ﬂvwlFUnu, tresters, separstors and tanknge, or plugging and sbamkioning, il dry.

113 “Iniial Test \ meany 3 last well spacificali id Se 9 of i g k
In Extibit 3 sttached hu’-cto. ell =p ¥ frovided Jor In Section 9 of the Unit Agreoment and descrlbod

114 “Subsequent Test Well” mants u test well Drilled after the Drilli f tho Inltial Test Well or Wells, and bae
discovery of Unill Subriances in paying quantiies in Lhe Unit Area, "E e w e Flha an fore

LIS "Development Well” means 8 well Drilled within a participating ar d et
the pu(idpnﬂngpsea Sy Tl participaling area and projeeied 1o the pool or zane for which

110 “Expleratery Well" mzans a wsll pther than & Dewolopment Well Drilled after discovery of Unltfredd Substaitces
[a paying quantities fn (4» Unit Area,

117 “Approval of the Paslies” or "Direction of ihe Partles” mean an approval, authorization or direction which
Baccl\ﬁ!l the afirmative vote specided in Section 143 of the Pariies sntitled lo vole pn the giring of such Apnrnv‘.'ﬂ or

on,

1.18 “Salvage Valuc” of & well means the value of the mare1,ls and equipmeat i or appurtenant to the woll deter-
mined [n necordance with Exhibil 2, less the reasonably estimati “:‘m of salvrging Lhe sam):! and plogging the WEHM

1,10 Each Pacty Is here¢in rferred (o hy the nnuter pronone. it

1,20 Mobilization/Devobilization Coyibfigig'y® Article 38.1,

NGO LIABILITY FOR DRILLING, DEEPENING OR PLUGGING BACK WELLS WITHOUT CONSENT

3.1 Ne Llability Without Conseut. No part{ shall ke Tiahle without its cousent for any pastion nf (he Costs uf Drill
Ing, Deepening or Ph:g,?lng Dack a well cxcept as provided in Section 10.4 with respect to Required Wells, aird oxzept
ag provided in Article 13 dealiug wilh Investment Adjusiment. Nothing hevsin saall be constened lo relieve a Perry of
any ebligation sssumed by Il pursuanl to Exbibit 3 to participate in (he Cosls ol the Initial Test We

ARTICLE 3

INITLAL TEST WELL

8.1 Location. Unit Qperator shall begin to Drill the Inltla] Test Well within the t roquired by [} 1=

Unit Azrecment or an» cxtension thereof al the tocation specificd in Kxhibil J num,-heén:cri?:m ¥ Section 8 of
3.2 Costs of Drilllng, Subfeet to (ho tnvestment Adjustunas provisions o Article 13 the Cozts of Nirilling (b i

Test Wel! chuall he slisred Dy the Pattics fn the manner and in H-err.-npr..rlmr:n »"-pvcn'lul " L[;idni;!:?l:‘sl|{[r 5] ing the Tnitial

—1

¥ cxcluding

AGO 10166034
PTU Rec_(09929

e oo

Exc. 000017



ROCKXY MO{UNTAIN UNIT MPTRATING . JDVENT
JFomn 2 Divided Inierest) Januory, 1393

T

ARTICLE 4 . ('
i : . SUBSEQUENT TEST WELLS I
4.1 Right to Drill The Drilling of any Subsequent Test Well shall be on such terms and conditions as the Parties 7]

shall utce;urmvided, however, Ihat in the absencs of agreement, such wells may bo Drilled under the pruvisioos of
Article 8 dealing with Exploratory Wells. .
ARTICLE § ~ Sea Article 40.1
ESTABLISHMENT, REVISION AND CONSOLIDATION OF PARTICIPATING AREAS
8.] Propasal Unit Operator shall initiate eagh proposal {or the establishment or revision of a participating area by

B e o

submitting the mrunl in writing to each Party”at least.. 39 . ... days befors Oliug the same with thn Dircetor. The*within
date of ropnseg filing must be shown on thae proj I the proposal reccives the Approval of the Parties within the g,0h
pre participating arca, then such propoesal shall be fiicd on the dalc sperified in the notice.

82 Ob{ncuon: lo Proposal, Prior to the pro filing date any Party may submit to all ather Partles written par=~
objections {e such proposal. if. despite such ob_rec ons, the proposal receives the Approval of the Fartics within (e pro- ticipaC
pused pacticipaling area. then the Party malking the objecticns may rcnuw the same before the Direclor. ing are

5.9 Revised Proposal. If the proposal does nut rerelva the Approval of the Partles within the proposed participatine
ares, (ren Unit Oporator shall submit o revissd proposal taking into account tho objectious made to the frst propcesl. and the

[t

1f no proposal receives tho Approval of the Parlles within...... .t ... daya from tha submissien of the (ust propesal. outline
thea Unll Operalor shall fifo with the Director a proposal reflecting as nearly as practicable Lhe varivus views ckpressd thereof
by the Partles.

5.4 Rejcciion by Director. If a propusal filed hy Unit Opecator, as abave provided. Iy rajected by the Director, Unlt to each
Operator shall Initiate s new proposal in |he samis manner as provided in Seclion 3.1, and the procedure with vespect

har
therelo sha}l ba the same 25 In Lhe case of an initial proposal. oths
B3 Consolidatlen. Twe or more participallng arcas may be combinnd aa provided in tha Unit Agreement. parcy
ARTICLE 8

APPORTIONMENT OF COSTS AND OWNERSHIF AND DISPOSITION OF PRODUCTION AND PROPERTY

8.1 vAJponlonment and Ommrshlﬂl Within Partlelpating Area. Except as otherwise provided In Article 3 doallng
with Development Wells, Purt 1 of Exhibit 4 dealing with Exploratary Wells. and Part of Exhibit 4 dealing wil
Attempted Complolion, Deepening and Plusging Back:

A. Cotts, All Costs incurred fn the development and operalion of a participating area for or in comncction with
uction of Unitized Substancey from any pool or zone for which such particiuating crea s gstablishied shall be
me by the Pactles withia such participating area on the Participation Basis in effect at the time,

ot a Participation Basis
B. Production. Al Production from nrlm‘u ailng area shalt Le allocateddi A hidrabibaldiabomirdurs
#send Lo tha tracts of land within such participating sres. That portion of such Production widen is allocated Lo any
such tract shall be owned by the Party or Partics having Commiticd Worlking [ntorest or Interests thercin in the
same manner and subjact to the same conditiens as If actually produced from such tract through a well thereon, and
ag {f this agreement and the Unit Agreement had not becn executed,

C. Property. All materlals, cquipment and other aropert , whether real or personal, the cost of which is charge-
able as Costs and which havo been acquired in connection with tho development or operation of a parilelpating area
shall be owned by the Parlies wilhin such participating ares on the applicable Participation Basis,
6.3 Ownersklp and Cosls Quiside Participating Arce, I! a well completed as & producer is not included within s par- S
ticipating area, such weli, the Productios therefromn, and the materlals and equipment theroln or appurtenant lheicto V&%
shail be ow by the Pnr!{wor Pariies who constituted tha Drilling Party for such well, and all Costs incarred In the Avt .41,
tation of the well shall be charged {o and bomne by such Party or Parties, and all Lease Burdens payabla in respect
Production from the woll shall bs borne and pald by guch Party or Parties. If the Drilling Pasrty compriser two or
more Partles, apportlornent am them of ownership, Costs and Lease Burdens shall be In the same proportions that
they bora the Costs Ineurrcd in Drilling the well.

6.3 JARID LV KUKW,  Subject 1o the provisiew of Txhibit 7, #ach Purty 2hnll currenily us predused Loks Lo b{ud or ssparately discvee of (L0 share of Tre-
uctfon snd poy Unit Opsroter fov srp extve expemditure nccuasitated thereby, Ixcapc of othervive arovided im Sretion 13.5 denling with Liene, ench Facty shitl be
vacitled 1o Twregva divretly peywrst For it prepertiomste sbarw ol the proeceds (rvm Lhe sals of 1te share of Freductlea, snd sa all purrheser of wiles ssah Parey

! shall emeests éry divisivn arder ot conrcsec of adle pecteining te ire (Rorest,

Gub FAZICRE TO TAKE IN XIM, Bubject re the previsiens of ExhibLt 7, {f eny Perty aholl fall to soke the sreangrments te toka (u kind ev tparalely dlopoa
of It ehste of Pesdnuciton, 5wy or o) of the wiker Partide ahall heve the right, in proportion te Chelr rrrpaative Portlcipation deels (Mireste, but not Che sbids
gatfan, Tor the vise Wifg snd svbjrat te teveestion st will by cha Party scaisg the shars, te purchosr ar sall te cthares such ahate st nek lese thew Lhe Tair
mariat valw of 1ike Prodwetien of 1iks qusllby (w twch market sod wet Tedn thap Cha velus realizad by vhe Forty diapasing of such share f(or ihe tranty percent (201)
partion of LES svm share af ]1ike Prodvrtlom having the Jotwat suah recilastive. Amy purchisne or aalss shall bt ouly for sach rsasenable periode of tine os are
renslotent vith the mloimen weeds of tha tOustYy wnisw 188 cltetmatances, buk 1% e avrug ahall the tarm therraf excred one (1) yoar. The yresssde of the Preductiva
0o dispesed ol rhall be pald by the Porey or Yatkles dlapesing thatwol te tha Pacty ustitled thirede, Motwithotssdlug tbe feregeing, e Ferty ahsll wihe o« eols
1t istoTitAbs cewmstse ¢f oy other PArty's sthete of jes Praduction withewk the srittey teasent ol sorh other Marty. .

]
1
]
]
i

\ 8.5 Surplus DIatarials and Equipment, Materisls and cquipmaent acquired the Parlics, or any o! them’ pursuant
to this agr t, may be classified as surplus hy Unit Operator when deemed by it lo be no longer needed in opera.
tions hereunder, giving to cach Party owning an interest lhereln written nolice thercof. Such surplus maceriais
and ] be disposed of ax folfows:

A. Each Party owning an intercst thernin shall have the right to take in kind its share of surplua tubular goods
ind other surplus ltems which ace susceptibla of divizioa In kind, by writtan notice givan to Unit Operator within B

qup

thirty (30) days after clazsificatinn thercof as curplus, except that such right shall not apply to funk or to any ltam
fodde, E.__ b weeidor having a repl c:gt less thll‘l’l“““‘ $h ity “;‘,‘g& (‘55, .n 5.
B. Surplus materlals and equipment not dlvided in kind (other than ‘junk and any (tem etivembhbtiml ool &
having a replacement cost of Jers Lhan s - shall he afpered-totiotioni e e
sald to the highest bidder or bidders. $5,000.00)

C. Surplus materiols and equipment not disposed of fn nccordance with Ih'e preceding provisions of thia section
shall be dispased of Ly Unit Operator for the best prices obtainable. e e

ARTICLE 7
PLANS OF DEVELOPMENT

7.1 Wells and Prajects Incladed. Each plen for the dovelupment snd operation of the Unit Area which is submitted
by Unit Operator to the Superviser in accordenca with the Unit Agreement shall make provision oanly for such Drilling, {
Deepening and Nuqfing. Back operntions and such other prujecls as Unit Operator has been authorfzed to canduct by [
the Partics chargeable with the Costs incurred therein. I

72 Notlce of Proposod Plan, At least ten (10) days before suhmitting any such propesed plan to the Sunervisor, |
Unit Operator shall give meh-Rasts writton notice thereof, tngethier wilis a copy of the proposed pisn, '

.13 Nntice of Approval er Disappreval. If and wher a proposed piag has Leon spproved or disapproved by the Super-
visor, Unit Operator shall givo prompl written notlce thereol to each Party. In the case of disapproval, Unit Operator
shall state In such notice the rcasons therefor.

74 AmeadmentsIf any Party or Partics shall have elected lo procced with Drilting, Decpening or Plugging Back
operation In accordanes with the provisiens of this a eement, and such operation is not providad for in the then current
plan of developmont as approved by the S:‘Hzervlsor, nit Operator shall efther (a) request The Supervisor ta approve
an amendment tols’uch.rlan which will provide for the conduct of such operation, or rt% request the Sapervisor lo con-
sent to such operation, if his consent is sufficient,

75 Cersallon of Querations Under Plan. If an: b pl ed by the § s
of ang Duiagm & r y such plan as spproved by the Supervisar

ik

9930
[ ]

| ravidcs for the cessation
her operations thereln provided far on the happening of a contingeney ana if sucl contine
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ARTICLE §
DRILLING OF DEVELOPWENT WELLS

A1 Purpose and Proccdure. (U 18 the purposc al this Artiele lo sct forth the proccdure for Drilllig a Cevalopment
\Vell oiherwise (han by tho wrillea conscnt ofunll Parties within the participating area invgived. Tho Driliing of & Dovel

ent Well pursuan( to the precedure hereln sot lorth shall, however, be subject Lo yuch Drilling receiving ths A praval
of Lte Porlles, unless (he Drilling of the proposed welt i3 noressory le provent the lous of Committed Working Iniecest
inn the traet of land un which (he proposed well is to by Dritied  Vola by any Darty in {ever of Approvat of tha Drilling of
any such well shall not, however, be duemed an clection by such Party is porticipate In the Costs thoreof. but wilk mean
only (hat such Parts cousiders [he Drilling of the well consistent with (he ordinary devclopment of the participating
arex invelved and hos no objection to tho Drilling thersof.

8.2 Netice #f Propesed Drilling. Subjeet lo the provislona of Section 8.1, any Parly within a participating ares may
proposa the Dritling o? a Develapruent Well therein by piviug to cach of the other Parlics within the participaling nreax
written notice specifylng the localion, deptl and es{imated cost of Use proposcd weoll. which lecation shall conform to
any applicahle spacing pattern theretofore adopted or then being followed, or an authorized cxcaption Lhcreto.

83 Responss {0 Notice. Within thirly (30} days sfter rereipt of such nalice, each Party within such aru;-lpntlni
aren shall sdvise all otlier Parties thevelm, in writing, whuther cr nal it wishow Lo partieipate It Drilling (he propgse
well If all the Partics within such parileipating srea to advise Lhal they wish to participate therein, the proposed well
akall g Drillad by Unit Operator for the zecount of all (e Parties within Lha glmfcioatin arca, Y any Party fals to
respond to such motice within said thlrty (30] day peried. it shall be deemed to have clected not bo participate o Drilling
the proposed well.

8.4 Notlce of Efectlon la Nrill, Unless ull Parties withln the parliclpaling area aprac la particlpate |n responsg lo
sald notice, then within fifteon (15) days aller expiration or sald perfod of (hirty (J0) days, each Party within the par-
ticipatlog arca who then desires to have tha prepased well Drilled sha)l give (0 sl olhor Parlies within the participating

area written naties of eleciion la proceed with the Drilling of said well. Fallure Lo give such nolice shall be deemead an
oleeton not W participate in Drilling said well.

8.5 Efcet of Efeetion to Drill. If ooe or mure, but not all of thy Parties within Lha participating anda se cleet to pro-
ercd, Unlt Operntor shalt Drifl Lhe well for the Account of such Parly or Partles, wha shall congtititte the Drilllng Party.

0.8 Subssquent Clection, it clection la Drill the proposcd well is made, any Party within tho participaling area who
has nod previously elected to participatn thereln may do e by wrilten notice given to all other Parties within tho par-
tie ‘pating arex at any time before operations for Drllllﬁllhe wall are commenced, In which cvent such Party shall be
inelud B

ed in the Dril ing Party, However, such Party s bo bound by any and all Diroctions and Approvals therelofore
gives by the Drilling Party conceening the Drilling of tho well.

87 Rights and Obilgntions of Drilling Party and Non.Drilling Pariles, Wheuover a Developmeni Wall is Drilled
othervise than for the account of all Parlles within tbe porticipating area Involved. the provistons of Article 12 dealing
with Rights and Obligations of firiliing Party and Non—Drflll.ng artics shall bo applicable.

“ . ARTICLE ¢
- EXPLORATORY WELLS

8.1 Procedure for Drilling. Tha Drllliug of Exploratory Wells shall be governed by the proviglons ef Part 1 of Exhibil
4 herelg sitached and miade a parl hereol.
. ARTICLE 10

BEQUIRED WE State of Alaska

18.1 Defnliton. For lthe nurpose of thls Arlele x woll shall deemed a required well if the Driiling thereof ia
required by the Anal order of an authorized representative of the oy ol vom Such an order shall be deemed
fins! upon expitation of the (Jme allowed for agpegl tharefrom without tha commencement of appropriate appeal pro-
ceedings or, i such p lingg are | within sald time, upon the final digposition of the appeal. \Whonever
Unit pemfm‘ receives any such order, it shall prompUy mall a copy thereof Lo cach of the ofher Parties; i any such
arder ¥ apnealed. (he Party appenling shall give prompt writlon notice thoreof to each of the oiber Parties, and upon
‘!}ml disposition of the appeal, Unit Oporatar shall give cach of tho ether Parties prorupt wrilian notlce of the resull
hereof, .

10.3 Eleclion Lo Drifll. Any Parly déesiring to Drill, or participate In the Drithing of, a rmﬁnmd well shnll give 10
Unil Operator written potice thereof within thirly (30) days after (he order requiring such well becomes finel of within
siich lesser Hma as may be rcquired by such arder, I sueh nofice Is given within :«nid’foﬁed. Uni¢ Oparator shall Drill
the required well (or the account of the Party or Farties giving such natice, who shall beur afl Costa incurred therein,
provided, however, that I the Required Well tx a_Davelopment Well [t shall not be driffed unless it recelves the Approvet
af {he Purtios. The rights and obtigations of such P, or Parties.with respeel o the ownership of such well, the oper-
:tingb:!‘ghts therein. the Production {herefrom and the bearing of Costs Ingurred therein shall be the same as If the wo))
had been Drilled for the account of such Party or Partics under Artlelo 8 dealing with Development Walls, if the same i»
?&' Dﬁwlopmtmt Well, or Acticle ¢ dealing with Exploratiory Wellg, if [he same is an Exploratory Well or & Subaoguend Test
ell.

103 Aftermatives lo Prilling. If no Parly elecis ta Defll a required wall within the period atlawed for such olection,
and if any of the Following aliarnatives Ia svailablo, the Arst such alternative which is avallabla shall be followed:

A Cr:gtmuorr Royalties. I cum‘{mnntory rayaltios may be paid in fieu of Driling [he well and Uf g;nymem
thercaf vey, withio sald poriod, tha Approval of the Parties who would be chargeable with the Costs incurred
in Driiling the well, if (he well were Drillod a» provided i Seclion 10.4, Unit Operator aball pay such eolnpensatory
royaltica Jor the account of ssld Partles; or .

B, Confraction. M the Drilling of the well mafnbe avoided, withoul othor pemalty, by conlraction of the Ugit
Aren, Unil Opcralar shall make reasonable effor( offect such contraction witly tha appraval of the Director; ar

C. Termisaiion. IT the required woll la 8 Snbeequent Test Wall, the Parties shall Join In tarnilnation of the Unll
Agrecment In secordance with its provisions,

104 Required Drifilng. If none of the foregeing allermolives ls available. Unil Opornlor shall Delll the required
wall unduer whichever of the fellowing provislona ia applieahle

A Development Well. 1f the required woll is 2 Development Well, I ah2ll he Drilled by Unit Operatsr for {iw
aceoun{ of all Parlles within the perticipating area {a which the well Is Deilled; or

B. Explorstory Well. I the required well ja an Expioratory Well, It shall ba Drilled by Unit Operatar for the
Ecﬁm\ll: the Party or Partics who wounld be obligated (o bear lhe Casts thoreof In aceardance with Pert 1 of

ARTICLE 11
ATTEMTTED COMPLETION, DEETENING, PLUGGING BACYK AND ABANDONMENT

111 Procedure. Tho attemoted completon, Deepaning, or Pluzging Back of any well nol complated zs a producer.

the abandmment of a producing well and the Defpaning or Fluaging Back of any well abandencd in the stratum v
which it was complated as a prodveer, shall be governed by the provisions of Part 3 of Exhibll 4 hereto attached
and made s part hereof. .

ARTICLE 12
RIGUTS AND OBLIGATIONR OF DRILLING

P, " ANDY NON. Vi
Fujest, i, KL AND N DIULING Pany S
12.{ Seopa of Articie/ Subjecl lo sueh contrary or Incansistent provistens. If any, as are contained in Exhibil 4. the
righty and obligations of the Drdling Party snd Non-Drilling Party in respect ol a well whizh {3 Drilled, Deppena=d.
Plugged Back or complcied otherwise (han for the awount of ali Parliey entitled to participate therain, shsll he zov.
erned by the succeeding provisions of this articte.
12.2 Relluquishment of Interest by Non-Dritling Paiiv. When a well s Drilled, Decponed. Plugged Back or com-
pleled ciherwise than for Lhe account of all Parties en:.cd (o parucipate [hereln, each Nunourimgngg Puriy shail be
od o hare r qutished to the Drifling Party all of 18 operating rights snd work)ng (nterest in and o such well,
I the erse of e Deepening or Plugging Back, if a NonDrilling Party owned an_interest in Lthe well Immedissely prior
lo ihe Dr:epenlnr or Plugging Back. the Orifting Party shall pay lo such Nun-Driiling Party its share of Lhe Saivage
j"’]:'hl‘,’d [L‘hu kwc 1. such payment o be mada at the lme the well is (aken over by the Drilling Party for Deepeging or
1T Back,

3
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s,on Che applicable Participation Lasis to

12,3 Reveaston of Relinguished Tutarest, L0 thy wel) lg compleved a3 3 producer of Unltized Substauces, and il the
woll is a Pevelopment Wall, or results In (he establisjunent or sulargement of 2 participating ares to Includa such woll,
fhen the opermting rights and working interest relinguished by a Nun-Drilling Parly shall revert (o it at such time as
the rmwrm of tha{ portion of the Production ollained (rom tha well after such relinguishmeant whicn
In wloeated it such Nen-Drilling Party i the participoring arex involved (alter deducting {rom such pro-
ceeds or market value ali Lease Durcdens and alb taxes upon ar measured by Froductlon that wre payahle up to such
o on said portion of the Preduction from such well} sbulf equs? o total of the following:

A 100% of Lhal paruse of tha Cosls iacwrred In operatlng thie well afier such relinquishroent, and tp (o auch
time, that would hnvc?obuen churged to suech Nao Drillinz Parly I the woll had besn Driiled, Deepened, Plugged
Back or completod [or the docount of all Partes ealillad o participate therein.

SfQ...'E of that portian of the Costz Incurred ln Drillivg, Dngunlng, Plugging Dack or :nmpleull%lhe

B.
well that would have boen charmed lo such Non-lcliling Pary If the well ack

or comypieted for the avcount of sll Parlles cntillad Eo parilcipate thersin

Huwevey, If @ Decpening or Plugging Back ks involved (1) sny paymant mnade (o such Nom-Drilling Datty ag jtw share of
Ihe Salvago Valus of lhgc well i accordaned with Scetion 122 shall ba added fo and desmed rfo[ the Costs incurred
1n operaling (be well, for tha purpaacs of Subdivislon A sbove, and (2) il such Nen-Druling Party did set participate
by the Indtial Dritling of Lhe wn!ll but the Drilfing Party did particlpate thersin, and i the interest reliuquished by such
Non-Drilling Farty upon the Injtin] Drilling of the well bad nel revarted o it hefore such Desponing or Plugging Haek,
ilwen, for the purpescs of Subdivisior B above, thero shall ha added (o and deemed part of the Costa incurred in (e Deep-
cning or Plu“l::g Dack, tho Liea unrecoverod porbiou of the Costs incucred in the Initial Driliing of the wetl down to the
puool or e In which such well ls completed w4 produces. i

124 POect af Revargion, From and sftsy reversion to 3 Nen-Drillng Party of its relinquished intcrest In a well,
such Non-Drlling Parly shall share, on 3 perttcipacion Buyls in the ownership of the well, the operating rightt 1ad \mrﬁli1
intercet Licrein, Lhe materials and iprient in or pertalming to the wall, tha Production therefrom and (he Costs ¢
operating the well, ‘ J

125 Rights and Obligctiony of Drilling Party. Tho Drilling Purty for whomn a well is Drilled, Decpened, Pliugged
Cack or cogz‘[l:le ahall ff:y and bear all Costy q{muxred (hereu{ and shall own the well, the materials and equipment In
the well or portaining thorcto, and the preduciion therafrom, subjecl to reversion to each Non-Drilling Party ol lis
ralinquished interest 1n the well. 1¢ Lhe well s u Development Wetl, o results in the establishment or enlargement of a

rtlcipsling area Lo include the well, then, untll reversion to a Non-Driliing Party of its rclinquished fnterest, the

B.;Ulint Parly shull z@:y wnd bear (8) that portion of the cosls incutred In uperltmf the wmell that otherwise would ba
chargoable (0 such Non-Drllling Parly, and (b) all Lease Burdens (hat are payehle in respect of that portion of the Pro-
duction from such well whick Iy aliacated 1o the acrug: of such Non-Drilling Party. U tho Drilling Facly includes twa
{2) or mare Partics, the burdens imposed upon and benpfits accrulag to the Drilling Party shall he shared by such
Partiey an a Participation Basia among themselves.

ARTICLE 13
ADJUSTMENT ON ES1ABLISKRMENT OR CITANGE OF PARTICIPATING AREA

13.1 When Adjustment Made, Whenever, in accordance with the Unit Agreement, a partici-
pacing area 1o astablished or revised by contraction or enlargement or the final Farticipation
Dagis is established, and whenever two or more participating areas nre combipad (the partiei-
pating area or final Participstion Beais, resulting from such establishment, revision or
combination being herainafter referred to as a "resulting area”) an adjustment shall be made
in accordance with the succeading proviasions of this Arcicle 13, as of the date on which the
ectablishment, revision or combination that creates such resulting area becomwmes effectiva,
such date baing hereinafter refecrred to as the "effective date' of such resulting area,

13.2 pefinitions. As used in this Arricle 13:

A. "Useable well" within a resulting area means a well which is either (1) com-
pleted in and is in use or has received Approval of the Parties for use in producing
unitized substances from a pool or zone for which such resulting area ig created, or
{2) used as a disposal well, injection well ar otherwise, in conmncction with the pro-
ductipa of Unitized Substancea from such resulting area.

B. "Intangible value" of a useable well within a resulting ares means ths amount
of Costs Lincurred in Drilling such well, or Daepening it, down to the deepest pool or
zone Eor which such resultIng area is crested, and which contribute to the Production oE
Unitized Substances therefrom and which are properly classifiaed as intangible costs in
conformity with accounting practices genarally accepted in the industry, plus Lnterest
on such costs computed at 115% of the monthly (one-twelfth of the annual) prime {nterect
rate in effect for aubstantial, respoasible cowmercidl borrowers on the last day of the
prior wonth at Citibaunk, N.A., and bepinning the fizat whole month after such cost
is incurvred and ending on the effective date of the adjustment for the resulting area
or commencement of production therefrom, whichaver occurs Eirst. For mach month
during any part of which such well has been vsed for production prior to the effec-
tive date of such resulting area, its intangible value (including interest) shall be
reduced at the following rates:

(1) Eive-tenths per cent (0.3%) per month for a cumulative total of 150 months,

and

(2) Zero per cent (0%) per month for each month in excess of said cumulative tocal,

C. '"“Tangible property' gerving a resulting area means any kind of tangible property
(whether oxr not in or pertaining to a well) which has been acquired for use in or in
connection with the Production of Unitized Substances fxrcm such resulting area or any
portiou thereof, and the cost of which has becen chaiged as Costs pursuant to this agreewaut.

D, "Value" of tangible property means the amount of Costs i{ncurred therefer, fn-
cluding Costs imcurred in the conetruceion or installation thereof (excepting installaticn
costs properly classified as part of the intangible casts incurred in connection with a wel)
plus {nterast on such costs computed at L15%Z of the monthly (one-twelfth of the annual)
prime interest rate in effect for substantial, responsible commercial borrowers ouw the
last day of the prior mouth at Citibank, N.A., baginning on the first whole wontl

after such Cost 13 incurred and ecnding om the effeccive date for the adjustmant

for the resulting area or commencement of production thersfrom, whichever occurs [irst,
Toxr cach month during any part of which zuch tanpible prupercty has been used in enn-
nection with production {rom the participating area prior to the effective date o

sd been Drilled, Deapened, Plugped
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guch vevulting arca, fcs value (fncluding Intercst) sholl Lo reduced, {n the cose of
tungible propecly wiich Ly yGuerally cegarded us dapreciable, at cuch cossonable rates
: of depreciation as cecaive the Approval of the Partles within such resulting area, for
{ the pertiod of time botween tha acquiuvltion date thereof and the effective date of such
rasulting ares.

13.3 Mathod of Adjustwent on Eatabl/shment or Enlargemcnt, As promptly aa reasonably
possible after the effoctiva date of a rosulting ares crcactcd by cstablishwont or enlarpe-
ment of a participatfng area, oxr by changing to thw final Participation Baais, and as of
such effoctive date sn adjustment shall be made In accordance with the following provisions
except to the cxtent octherwise spccified in Section 13.6. :

A, The Intongible value of cach useabls well within such resulting aree on the
aeffective date thereof ahall be credited to the Party ort Partisa vho own such well im-
wodiately priot ro such effective dote, in preportion to tlieir respective intereacs in
such well {mwediotely prior to such cftectiva date. The total amount so crcdited as tha
intangible value of usszbie wells whall be chargud to all parties within the resultling
|jarea on the spplicable Participation Dasis,

B. Tha value of each item of taugible property serving the resulting area on the
effective date thereof shall be credited to the Party or Partios who owa such item {m-~
madiately prior to such effective data, im proportion to their respective interests in
such {tem immediately prior to such effactive date. The total amount so credited as
the value of tangible property shall be charged to all Parties within the resulting area
ot the applicable Participation Basls.,

C. 1f a resulting area, on tha effactive dato thereof, (s served by any tanglble
property or useablo well, which also servea another participating area or other pacr-
ticipating areas, the value of such tangible property and uscable well {including in-
tangible value thereof) shall be determinad i{n sccordance with Subdivision D of Section
13.2, and such value may be [airly spportioned between such resulting area and such
other participating area or arosa, provided that surh apportionment receives Approval
of the Pacties in cach participating area concerned. That portion of the value of such
tangible proparty and useable wall (including intangible value therecf) which is so
apportioned to the resulting area shall be included {n the adjustwent made aa of tha
effective date of such resulting arca in the same manner as the value of tangible property
acrving only the resulting area.

D. Tha caleulation of all credits and charges above provided for shall bs made
by Unit Operator, in such mannor that an adjustment shall be mada for the intamgiblo
value of usesble wells separate and apart from an adjustment for the value of tangible
proparty. Unit Opecetor shall glve notica Lo all affected Parties of the total amount
of aach such adjustmect credited and charged ta each of the Parties. For purposes of
thia paragraph, an owing Party ia any Party who, in auch adjuatment, is charged an amount
in excosa of the amount credited to it and an owed Party is any Party who, in such ad-
justment, is credited with amounts io excass of the amounts charged to ft. On each adjusc-
ment for tangible property, each owing Party shall pay promptly to owed Parties an amount
of Lts excess credlts which is proportional to the ratio of such owing Partiaa' exceas
charges divided by tho totsl exceas chargea of all owing Partlea. Such paymant shall ba
considered as Costa chargeabla to such owing Party for all purposes of this agreement. On
esch adjustment for the (ntangible valua of usasble wella, each owing Party shall pay promptly to
owed Pertina av amount of its excass credits which {s proportional to the ratio of such owing
Partiea' escaas chargea divided by the total excata chargas of all owing Parties or et each owing
Perties' elaction an owing Pnrty ahall pay an azount over snd above that amount attributable to
fte Purticipation dasia share of the tutangibld Costs of all wells drilled subsequent to the
affactive dats for use by the resulting ores until the remsining balanca of such adjustment plua
interuat thoreon (computad at 115% of the monthly (ona-twelfth of annuel) prime intereat rats in
effact for wubatantial, responaibla covowrcial borrowers on the laat day of the prior wonth at
Citibaok, N.A, baginning on the effactive data of tha edjuatmeat) has been paid to Unit Oparator,
Unit Operator, taking into account budget Drilling axpenditures, shall determine the amount such
oving Pacrtisa shall be charged in excasa of their Pacticipation Basis shara in order to complste

the adjustwent as soon aa rwasousbly posaible before the end of three (3) ycars after rhe elfec-

€iva date of the resulting arex. To the extent that intangible Costa for each well are pald by
wuch owing Parties, such Costs chargaable te each owed Party ahall be proportionaraly reduced,

Unit Operator shall raport wonthly the remeinitg balance ot each Parties' exceas chavges or

ewcess credits including intereat to all such Parties. At tha ead of three (3) years

after the effective date of the resulting ares, any owing Party with an outstanding
belance of excess charges shall promptly pay to each of the owed Parties with outstanding

4 balsnces of excess credits ramaining at that time, an amount of such outstanding excuss
eredits with interest thereon (computed as aforesaid), which is proportional to the ratlo
of such owing Partica' outacandirg excess chargea with interest divided by the sum of

all owing Pertioa’ outstanding excess charges with Interest. Such payments ahall be

considerod as Costs cbargeabls to such owing Party for all purposes of thia agrecmenc.

The Costs so charged and credited shall be considered as adJustments to () the reapective

tax basis of the tougible eguipment contributed by each Party, and 2) the Yarties'

raspective coutribut{ons to the unadjusted cost basis of such property., For purposes

of securing payment of ad juated amounta, cach awed Pavty shall Le subrogated (o tho lien

of Unit Operator in acrordamee with section 15.% heceof.

‘13.4 HMathod of Adfustment on Contraction. A~ ~:omptly as reasonably possible after the
effective dote of any vontraction of a participsc’' . area, an adjustment shall be made with
each Party ouning a Committed Working Tnterest i -nd czeluded Erom the participoting arca
by such contraction (such Committed Working Tnte-. ¢ baing hercinafter in this section re-
ferred to as “excluded (nterest") (n accordance ~'iin the tollowing provistons:

. A, An ad]Justwant fur {ntangibles shall tc mide in accordance with Subdivizign B
hereof and a separate adjustment for tangiblee whall ba made in accordance with Sub-
division C hereof,
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B. Such party shall be crodited with the sum of (1) the tota) amount therctofore charged agoinsl such Party
In 1espect of its exciuded Intercst in secordnnce with the accounting proccdure set forth in Exhibil 2 as intengihle
Casts incurred in the development and gperation of the participaling arca prioy to the effectiva date of such cantrae-
tiou, plug (2) Ui lotal amounl charged agaimat such Party wn vespect of suel cxcluded interest as intangible vahue
of useable wells In any previous adjustment or sdjustments made upon tho cstablishmont or revision ol such pur-
ticipating aea, Such Parly shall be charged with the sww of (1) the market value of that purtion of tha Prodiction
A from such participating area which, prior lo Lhe cffeclive date ol such contraction. s delivered to such [Parly 1n
respeet of such exciuded interest less tho amount of Lease Burdens and (axea paid or povable on sayd poruon. and
(2) the tetal amouitl eroditcd Lo ruch Parly in reapeet of such exclnded interest 25 intangible value of usaable wells,
in any previous adjustrucot or n‘;di'uslgnnnu mada lipon Lhe cstabiishmont or revision of such participating arca. Any
d%gu;:mcc between tha amounl af sgid eredit and (he amount of said charge shall be adjusted as herminaficr pro-

vida
C. Such Party shall bs credited with the sum of (1) tha tatal amount thoeretofore charged againgt such lary
ia rl:sg:.cl of Iis exeludod Intar in accordance wilh the accounting ;Emccdurc sel [orth s Exhibil 2, px ¢‘osts
olher than inlangitle Costs incurred In the development and operaiion of the participating scea prior 1o Le clferlive
data of such coniraction, plus (2) the tolal amount eharged againsl such Parly In respeet of ils excloded Interest a3
value of tangible property in any provious adjustment or adjustrnents made u the establishment or rovision of
such participating aves, plus (3) the oxcess, if any, of the credit provided for tn Subdivision B of this Section
pver the charge provided for in sald Subdiviston B, Such Paily shait be chargod with the sum of (1) tha cxeoma

i any, of tha charge providod fur said Subdivision 1. aver lhe credll thorein &mvidcd for, plus (2) the 1gta)

amonnl credited 1o such Parly in reepect of its sxcluded intercat as valua of {augible properly in any previous

adjustment of adjustments made opon the cslabifsiupent or rovision of such participating area,

D. H the charge provided for In Sobdivision ¢ of (hls Soctian I3 egual to or gresier than ihe credil thernin

rovided [ar, no ustment shail ba made wilh soch Parly. Hawarer, If Lhe credit pravidod far in a2ld Subdivizion

g 1a In excesx of the charge ihorein provided for, such cxcess shall be charged on a rartielpacion Jesin ageimek the

Partles who remain in the participsting arca afier such contraction, and shall be paid by sald Partics to Unit

Operator upon receipt of Invoices therefor. Such payments, when reccived by Unit Operalor, shait be paid by it o

the Party owning such exeluded interest,

13.8 Ownership of Wells and Tlnflblz Praperty. Fram and witer the effective date of a resulting area, il ugcable
wells within such rosuiting area and all langible prapery serging such resulling areg shall be owned by the IMarliqs
within such area on a rPartfcipation Faels et Lhay (83 In tha case of tengiBle property aerving ¢ yarrielpating acvs or
participating areaa in addition to the resulting avea, only that undivided intorest therein which Ls %m riicnate  thal

orilion of the value thereof which is Included in the adjustmaent sbave provided (or shall he awned by the parties within

¢ resuliing 2res on & Parttcipation Vasla, xod () L0 & Parly withim cha essultlog sves vas s Ron-Dr(lling Party for s wall
which s 5 usesble well withih such resolting urca on tho effective date theraof, and if tha relinquished intercst of such
NoneDdllin&er{ {n such well hag 1ot reveried to l:‘rﬂw to such effeclive dale, the Dritliog Party for such well shall
own (he interest thercin that would otherwise bo owned by such Non-Drllling Party, ustil reversion to such Noo-Drilling
Party of its relinguished inlercal In auch well.

13.0 Relinguished Enterests of Non-Driting Parlles. [f the intercst relinguished by ¢ Nop-Drlillng Party in 1 weil
which is a useable well within a resulting ares on the effective date thereof has nol reveried to it prior (o such effce.
Live date then iosofar, and only Insofar, as relates to such wcll, Lthe adjustments provided for In Seeclion 13.3 ahsall be spl-
jeet to the following provisions, wherein U a sum of tha [ntanglble vafue of such well, plus tha volue of the tangible
property (n or pertsining thereto, Is referred to as the “value" of auch well;

A. The Drilling Party for such well shall ba charged wilh (hal part of tha valus of (ha wall that would cther-
wise be ch ble to such Non-Drilling Party In respect of (1)} such Non-Drilling Party's Commlitled Working
fpterest or Inlerests In the participating area in which Lhe wel]l was Drilled. a3 such participating area exlsled whent
the Drililng of tha well wan commenced, If the well way Drilied as 3 Devolopmenl Well, or (2) the Commilted
Working Interest or intereats of such Non-Driiling P witeh entitled [t to pariicipate in the Dri . Deepaning,

Plu;%nx Back, or Completion of the well, tf it was Drilied, Dseggned. Plugged Baek or Cnmplatﬁd, otherwicd than
ag a Development Well. Howaver, such Non-Drilling Party shalt be charpod with such part, it any, of the value of
such well o8 Is charguable to it. In accordance with Subdivisions A and B or Sectlon 19.3, in respoct of its Com-
mitled Working Inlorests other lhan thoco referred lo in (3) or (2) above,

B, 1f that B:‘rt of the value of such well which would have been credited to such Nnn-Drlmr\g Party, If the
well had been flod, Despened, Mufgm Baclk or Compleled for the account of al} Parties sntitiad to participale
therein, exceeds the amount provided in Subdiviston A above to he charged against the Drilling Party, euch excess
shall be appled againgt the reimbursement to which the Drilling Parly {s cutitled out of Production that would
otherwise acerue to such Non-Drilling Party. Any balance of such excess over the amount necessary to cumplale
such raimbursement shall be credited to such Non-Drilling Party.

ARTICLE 14
SUPERVISION OF UPERATIONS BY PARTIES

34.1 Ntght of Supervision. Each operatipn conducted b{ Unlt Operator under this agreement or the Unlt Agreemant
shall bo subject Lo supervision and rontrol in accordmace with Lhe succeoding provisions of this srticle by the Partlas
who are chargeahle with the Costs thercol

142 Votlng Control. In the suparvision of an operation conducted by Unitl Operator, the Parties chargeable with
the Costy of such ration shsll have the right to vote thereon in proportion lo their respecfive abligalions for such
Costs. The Parties having the right to vote on any other matter shall vote (hefeoR on & psrricipetion Basis. Exespe as
provided in the Unit Agreemeut and except as othorwise specifisd herein (particuler reference being made to Section
25,1, C t Requl o C S dary Racovery and Pressure Maintenanee; Scction 17.1, Surrender or Relaass
Within Participating Area, and that partion of Part 2, Exhibit 4 relating to Aband t of pr ing wells outside of

a_partielpatlog ares), the afirmative vols of Parties having sixey-five pet eent {......05.. %) or more
of the voling power on any matter which Is proper for sctlon by them shall be bindlng on all Partios cntilizd to vete

Lbereon; provided, howsver, that If one Party voting In the affrmsiive bas sixty~-five per cent
{oommed 65 ) -.%) or more but less than seventy~Live per cont (-._..-’.i,...m of the votinF power, tha affirma-
Uve vols of such Party shall pot be binding on the Pariies entltled to vote lbereon #ss ils vots & supportsd by the
alirmatlve vole of at feaxt .__908 (L) additlona] Party; and provided further, that it one Party votng

in Lhe negsilve ot falling to vote has more than ... tOLrEy-Eive por cent ¢...33 . %} but lews than fArty
per cent [50%) of the Yoling power, the afirmative vole of the ariles having a majority o!(ﬁllg voting power shall be

binding on all Parties eniltied to vote unless {here ) 3 negative vote of at {rast_ one additional
Party. In Lhe cvent only o Partles avo entitled {6 vole (he vote of the one with the gresler interest shall prevall 1f
only one Party ls enfitled to vole, such Party’s vote ahnil control. A Party falling tu vale shall not be decmed lo have
voted oither in the afirmative or nepative. Any Approval or Direction provided for In thls igrcement which rocelves
Lha afirmative vole sbove specified sialt he dcemeg given by and shall Ue binding on all Particx catitled 20 vole thoreon,
excepl where the vaole of a larger parcenlage iz spocifically required,

143 -\tcel.ln?:. Any matler which Is proper (or consideration by the Forlies or any of “vir, may be eantidarcd af
5 moaliug feld f{or that purpose, A mreling may be called by Unit Operator al any Uma suii = incellng shnlt be catled

by Unlt UFmLur npon written request of any Party or Partles haviny ... £ive ceab f....0 Y
or mpre ol the vollng power on rach maller to be concidered al tho mecling, Al 'cast (e#n (13} days In advance of ravh
mecting, \Inlt Ogcraior shall give each Parly enlltled to vote [horeal writlen nolice of the line, place and purpose of
the meealing. ynit Operator representative shall be chairman of such meetings,

14.4 Action Wihout Meeting, In lieu of calling & meating. Unlt Operator may submil any matter which Is proper
for conslderation b‘r the Parties, or any of them, by giving Lo sach suck Party wrillen notlce by mall or Lelegraph (or
telephone confirmed In wrlling nol Yaler than tha next business day}, describing in adequate delall the n.atter so fub-
mitted. Ecch Party entitled In vole on any maiter <o submifted shall communicate ils vola thereor to Unit Operator Ly
mall or telegraph (or lelcphene, confitmed In writing not jaler than the mexl business d.a)?, withjo sach period as may
be designated n the nollce givon by Unit Operator (whick period shall nol bic loss than ten (10) nor mare than (hiely (30
days) provided. howover, that il within {en (10} days after submission of such matter, request Iy mada for a meetng
in accordance wilh Section 14.1, such mather shall be censidered only at 3 meetlng called for Lhal purpose. If a meeling
i3 not reqaired, then, at tke expication of the paiind designated in the notice given hy il Unlt Operatar shall give by sask
Parly entitled to vole thereon writlen netlee arallng the {=buiation and resnll of Lhe vate.
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14.3 Reprosentaliven Promptly after executlon of Uhis agreement, each Parly by writlen notice lo all olber Partles
shall destgnato a representativo authorized lo vote for such Marly, and may designate an alteroats who b zulharized lo
voie [3¢ stch er(y\n the absetice of i{s reprasentauve. Any such dusignation of 0 reptcscnlative or alternale repre-
seatatrve may be rovoked al any lime by wrilton no(ico givan to all ather Partica, pravided such notice Acslgnales a new
ropresenlalive or aiternale represenlalive as lhe case niny be. In additlen ony carporate Party may vold theough its
President, or ang of its Vice Preswdenty, and a Party which la s paiinershlp may vole through any of Ils pariners.
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14.7 Extranesns Projocts. Nothing eontained ln this apreement shall be deemed to autborite Lha Partics, by vate
or olierwise, 10 acl an any maller or autharize any eEndllm unless such matier ar cxpenditure relales (o (he conduet
of operations authortzed by the Unit Agreemeul or agroament.

ARTICLE 15
UNIY OPETIATOR'S POWERS AND RIGHTS

I5.] Tn General Suhicet lo the limitations provided for io thls agrecmen(, all operallons authorited by the Unil
Agreement and Lhis agrecment shall be mansged and conducted b Unit Operator, Unit Operator shall have exclusive
custedy of al! msterials, equipment and ony othar property used In connection with eny operation on Lhe Unit Area,

133 Employces. AN individusls emplo: by Unit Opcrator in the conduct of aperations herounder xhall Le the
employees or Jnn Operator alone, and the vnrkinf houra, rates of compensatinn and all other matiers relating lo
thelr cmployment shall be determlued sololy by Unit Operator.

15.3 Nen-Liahillty, Unit Operajor shall not be lable to any olher Party for anything done o{ omitted lo be dqne
by it I the conduct of operations harsund pt } ihnd-ferih for 1ts gross neg

lomg ns, performance thereof i3 provented hi‘ﬁre, action of the slemyents, strikex or other differences wilk workmen,
acts of civil or military autliorities, sclg of the public encmy, restriclions or reslraints impossd by law or by regulation
or order of governmental authority, whether federsl, staie or local, mablllsf ta oblaln necossary rights of accesa, or any
other causa rossgnably beyond control by Unit Operator, whether or not similar to sny caure above enumerated, \Yhen-
gvu-l parformance of lts obligations is prevented by any such cause, Unil Operstor avall give notica thoreol to tho other
artles ap pily as 1 bly Tossiby

155 Lisn, Esch of the other Parties hereby granis to Unil Cperator a llen upon its Committed Working Interests,
!ty inlerest in all jointli; owned materlaly, equipment and other property and its interest in all Production. as security
tor peymont of Costs chargeablu to it, together with any Inlerest payable thereon. Unit Operator shall have Lhe right
to bring ar:! action sl Jaw or in equit{’ to enforee collection of such indebtedness wilh or without forsclosure of auch
lien [n additien, upon defsult by any Pariy in the payment of Cosls chargeakle to it Unii Oparator shall bave tho right
lg coltect :nd ! ve from the purchaser or purchasers thegeol lhw proceeds of such Party’s sharo of Produciing, up to
Lthe amauni ow e
chaser shall be “e‘ngﬁcd to rely on Unlt Qperalor's statement concorning tho exlsience and arsount of any such default,

13,0 Advances. Unlt Operstor, at lly election, shall bave the right from time to tima to demand and tecalvo fram the ma
the other Parties chargoable {herewith :\»:gmm in advance of thelr rospeclive shares of lhe estimated amount of the mm ra
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in sccordence with Section l,. Paragraph 3 of Exhibit 2.
18,7 Uie of Unit Operator's Drlmng Equiptnent. Any Drilling, Decpening or Plugging Back operatloa conducted
ersund mal be d by Unil Operater by mesns of its own tools and equipmert provided thal the raten to be
charged nnd the applicable terms and conditions are sct forih in a form of drilling contract Whick reccives the Approval
¢f the Parly or Partiex chargeable with the Costa lncurred In such operation, axcept that to any case where the Unit
Operator slone constitutes iha Drilling Perty, such form sjall recelve the approval of the Parties within the participat.
ing area, or other designated area for sueh well, prior to the commencoment of such operation, )

188 Dighis as Party, As an owner ol Committed Working Interest, the Parly acting as Unit Operator shall have the
eams rights and cbligations herenmder ra if it werc not the Unit Operator. In each Instonce where this agreement
reqaires or permits a Party to givo a nolice, consent or a val to Lthe Unit Operator, such notice, consent or a ;Ia.-nvnl
shall be deemed properly given by the Parly acting as Unit Operstor iI and when given 10 all other Partics entitled to
glva or recelve such notice, consent or npproval

ARTICLE 16
UNIT OPERATOR'S DUTIES
181 SpeciBe Dutles. [n the coaduct of opovations hereundor, Unit Operator zhall:

A n:.uung of Welle, Drill, Deapen or Plug Back a well or wells only in accordance with the provisions of Lhls
igrcomend;

B, Campliznee with Laws and Agreemreuls. Comply with the f ovislons of tho Unlt Agreament, all applicable
laws and governmental regulsiione (whotker foderal, state or local), and Directiuns by tha Porties pursonnl to this
agreement; v case of confliet between such Directions and the provisions of the Uint Agrectnént or such laws ar
requlations, the provisions of the Unit Agreement or such laws or gegulations shall yevern;

C. Consultallon with Parles, Contult freely with the Parties within the arez s(@eeted hy any operatlgn here-
under, and keep them advised of nlt mallers arisiog In oparations hcrekqder which Unit Operator dvecw important,
in the exerelss of its hest judgment;

D. Paymeut of Cosls. Pay all Costs Incurred in operalions herennddy promptiy ag and when due and pavable
and kecp the Committed Worting [nlercstas and all proverty used In cofneetion willk spersliony under Lhls azrve.
ment {rea from llons which may Ua claimied for (ha payment of such Cost), oxecpl any such lleo which it dispurea.
in_ which evenl Unlt QOperalor may contest Lhe dispuled llen upon givihg written notice thereal (n lhe Parties
afTected thareby; .

B Records. Keep full and accurnts vecords of oll Cousts incurred, andy controftable materials and equipment.
which recards, and ruccipts and vouchcrs in sunport thersof, shall be avolishle for inspection by authorized repre-
sontatives af the other Partles ut reasonabe Intervals during usval business hours at Lthe ofice of Unit Operalor;

F. Infemnafion. Furnish fo 2och of Lthe other Parties who niakes timely writicn request therefor (1) coplea of

Unlt Operatar's authorlmitjons for cxpenditure opwiiervionts byt eribie iepesemad 1lcss than
..Seventysfive. thousand. . _.......Dolars (572,000, D.D.,,._.,..../{ (2) eoples of all drilling reports. well

Articles logs, basic engincering data, tank tables, wauge reports and run lickets, 33 raports of stock on hand at the firs)

43.1-6
(LN

of cach month, and (4) samplos of cares or cutlings taken from wells Deilled horcunder, to be delivered at the well
In contalners furnished by the Parly reguesting same, and (3) such other and additional informatiun or rreports ¢
may be required by Diroction of tha Parties within the arca aﬂcctcd:/

G. Accest 1o Unit ea. Permil each of the olher Parties, thronsh/its duly autharized smployecs ar agoents, ot
at aueh Party's role 117 ond evpense. lo e fecesg 1 the Unil Arfa al all timee, and to tha decelel Onor of verh
well Drilled or heing * N d heyeunder, o purpese of elaerving apeeatens conducied Wer aander gnd Snspucling

H. Budgets, 'l-'recuﬂts and L9, _Efmply with the procedures of Exhibir 8 fi
providing budper  nd productl, o [orecasts to the Purtiay ond {n requesting au:‘.hnri.i{‘ 7
P rovmTrerd peeges e T - T - PTU Rec 00993R ‘
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igence or willful
15.4 Force Mnjsure. Tho obligations of Unit Operator hereunder shall be suspendod Lo the exiant (hat, and only so S9ROUC

such Party plug Inlerest ot the rate o per annum untl] padd; ssch such pur ¥ 12%
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at reasonable times (o informat
162 Insuranen,

A, Unit Opsralor’s, Upit Operator shall canply with the Workmen's Compensation Law of the state In which

(he Unit Area ts located. Unit Operator shall also maialain in [ores at alj tijnes with respect to operations hereunder

- suel other [nsurance. U gny, as may he required by luw. b addition, Unit Opersior shall maintaln such other insue-
anes, if any, as is deseribed in Bxhidit § heroto atleched ar as rcceives the Approval of the Parties from time
time. Unit Operator shall carry ne other insurance for the benefit of the Parties cxcept a3 above specified. Upon
written request of way Pacty, Unit Operalor shall [urnish cvidenes af insurance carried by it with respect to oper
alloos hareunder,

B. Confractor's. Unit Operator shajl require all contrariars engnged in opoerations under this agreement to come
ply wilh the Warkmen's Compensnlion Law ol the stale in which the Unit Avea iy locatad and to mantain such
insuysnce as is required by Directicn of the Partler.

C. Autemotive Eqaiprment. In the cvent Aulomohile Puhlie Liabilu{ jusurance js specliied in said Exhibit 3 or

*7 subesquently receiven the Apgmvnj af the Duartics, no direct charge shall be mede by Unil Opersior for premiuras
peid for such insurance fat Oparator’s fully owned aulewolre cquipmonl

16.3 Campliance with Regulaticns. In connection with tha performance of wack con-
doncted uuder this agreemeat, the Unit Qperatot agroea to comply with the provisions
which ere contained tn Exhibit 6 attached hereto and by cefsrence made a part hereof.

on and dsta in the possession of Unit Operalor conceening the Unit Ares

) matarialy, equipment or other Frupar used in conneclion with operalians under (hiv agreement, und Lo hove access

184 Drilling Contercts. Bach Deililng, Deemniné or Plugging Back operation conducled hersunder, and not per
formed by Unit Operztor with ity own tools and equlpmen! In accordance with Sectipn 157 dealiug with Usze of Unit
Operator’s Drilling Equipment, shall be performed by a reputable diilling eoniractor having suitahle equipmont and
Peﬂonnel under wrilten contract batween Unit Oparator and the contidélog, al the moat favoruble rates and on tho most
avorabla terms and conditions bid by any such cuntractor after saliciting bids, it bids ore oblalpable, bul otherwise at

* rutes and on tcrmas and conditions recelving the Approval of the Parlics.

1.5 Uninsured Losues. Any and all psyments mada by Unit Oporator in Lhe setllement or discharge of any labllity
to hird persons (whether or not roduced to judgmantl arising out of an aporotion condurted hercunder and not covered
by insurance lerein provided to be malntainad by Unit Operator shall be charged a5 Costs and borno by the Party or
Partley for whoas account such opsration was cobducted.

ARTICLE 17
LIMITATIONS ON UNIT OPCRATOR

17,1 Specific Lhnitations, In the conduct of operaiions hereunder, Unit Operator shall not, without first oblatning
the Approval of the Partles:

A. Change In Operations. Make any substantisl ¢hange in the Lesic method of cperation of any well, exccpl In
tha case of an emergency, .

B. Limit oo Expanditares, ' :

Refer io Exhibit "g"

", Parlial Nelloquinhment. Make any partisl relinquishment of (ta rights as Toll Operator or appaint any sch-
operalar, Ten thousand (510,0C0.00}
D. Seitlament of Clalms. Pay In excess of Five-HumvedeDollacn (6500080 ip tho scttlement of any daim (cther
than Worlonen's Compensation clalms) for infury Lo or death of persona, of for loas of o damaga to properly,

E, Determinations. Afake any of the determinatlons provided in the Unit Agreement to be made by Unlt Opar-
atar, excepl ma otherwise mpecified in this agreement.

ARTICLE 18
TITLES

18.1 Representations of Ownership. Each Party represents that It is the owner of the
respective working interests set forth oppogite its name in Exhibit B to the Point Thopbson
Unit Agreement and hereby agrecs to idemmify and hold harmless the other Parties from any
loss due to failure, in whole or in part, of ite title to amy such intaerest: Provided
that, such indemnity shall be limired to an amount equal to the nat value that has been
recalved from the aale or receipt of production attributed to the interest as to which
title failed, Each failure of title will be deemed to be effcctive, insofar as this
agreement 18 concerned, as of the first day of the calendar wonth in which such faiflure

1s finally detarmined, and there shall be no rotroactive adjustment of coats, or retro-

active allocation of production or the proceeds therefrom, as a result of title failure,

e
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[ Y - U YUY 3 11 $%e0 a it hi “I‘A‘ P &ell 1 1 st basilan. ‘n_n'_x:n-ﬁhua hann,
tor shall deliver such Lills papers Lo an zitorney of sitorneys approved by the Partios. Usit Cperator shatl

Unlt «
arceng Lo have he same examined mplly by such allormey or atlorneys aad shall distribute copies of fitle opinjons n
: -\w uiﬂ fes 2a m:r:&l Lhey are wg}? After a lills exaninution hay beur completed and 2 e bie Umg/ not r}
exesedia thirty (30) days, has leen ellowed for any nccessary curalive work. Unil Operalor shail submit te cack/Darly i
ey o * npin?oua and a report coniccrning tha Lille examination wilh writen recommendation for :g? ilv(?;s :: 11

disapprovat \f the lille to cach Commiticd Working Intercst invalved, and thercatter the Parties shall advise
pg: :i ‘ wTthn fneen (13} days aflex reeei;‘n ol yuch Lille oplnians or reports of approval or disapproval of titles.

164 OptdeA Por Additlonal Tile Examinatlon, Any I'any whe {wnishes malerials for title examinstion/pursuant to
Section 1 s O\or D shall have (lie right lo éxamine all wiatoricls fumished Unll Opartor. If such adcitional title
ted, 1t shail be at Lhe sol@ cost and wxpdusa of the Party efecung. lo perfonn the sfne and such
expsnss which may he neceasary (o roproduce (itls ;naterialy for ity use, i requ Whether or
%‘ sxamination iv mimcted, u:!: Party shall have ihe right \o spprove or d::?un Gtls sccord

t

ing to ths proviziens his Article 18,

12& Expense of TNe Examination and Curative Work. :\s‘ll axp@:u’inguﬁm: al hlh! élérecti%n { the Unl; ?gc;r)a&tcg
In ex on of title sres deaignsted pursuant lo Secliom (0.3 shall be charged a0 incurre )
ing the well twowbm‘g: m&:{::nammﬁon i3 made p::!d »l] oxpenscs {neurred in axsminalion af tifes upon establishinest

or enlargement of a partlp aﬁ% atex shall be charged =y Cosra (ncurred in the operation off such paricipating srea
12 concerning a Committed

I .«W

as establishad or eclarged. curative work a4 i perfurmod €@ meat tlils requirementy
Working Intarest shall ba rmed by and at (he capens of the Fany claiming such int

188 Withdrmwal from Driljng Paciy. Any Party included in the Drilling Party for a/fvell for which title examina-
tiow iz made as above providad, has disapproved title 10 a Committed Working Intepést which has heen examined
tocion ikt DR s, ol g T Lo e ey a8 0% oo of o
withdras other ey in
UniL Oparntar on a title uamln;awif: fa connoctign with the Drithug of the well/and the drilling of such well shall
'AVe,
wal

not be commenced untll the expira aaid fiftaen (15) day period.

In the event suy Pacly so withdr the proposed well shall ool be drilled/unless within tfcen (15) days afler
the giving of mch nollce nf’withdn arty or Perties included in the Dcilling Party agrees in writing to hear that
proportion of Lhe Costs incurred in Drililn} such well that would have bzen b?a by the wilhdrawing Darty.

187 A I of Titlas on Establishmeht or Kolargement of a Participating Aree. Within Gfteen (18) days nfter the
receipt of tha recommendation of the Unit Uparator on title axumination made upop the establishment or snlargesnent
of a participating aces, each Party within thn‘ﬂ::rﬂeiwﬁne arce as establisfiod or enlarged shail notify cach of the other
Partics therein whather it accopis or rejects titla to each Committed Working Inlerest within such participating area as
estahiished or enlarged. Any Pacty rejecting titly shall staln Lhe rassond therefor in wriling.

H title to & Commiitead Warking Intersst ls ‘%ted by any ¥ by notice glven oy above provided, the Parties

el

within ths partistpating area ss estahblfshed ar en stiadl vote accordaoce with Article 14 dealing with Supar-
vision of (}]iemltim Parties, on the Approval of ¥ title. ¥f, on such vote, Lhe tllle recelves Lha Approval of the
Partlas, such titie shall be decmed Approved; If not, bt shail Lo deemed disapproved. If no Party hex rejected title lg
a Comnaitted Working Intersst by notles glven as sbove provided; then {itle to such interest shall be decmad Approved
without vote of the Partles

188 Eftoct of Disapproval of Title om Estohlishmont nlacgenent of Participating Ared. I title Lo the Come
mitted Working Interest in a tract within a participating a¥es is disapproved as provided in Section 187, Lho Party
claiming such Committed Working Intorest may, within (30} dayy after such disaprroval provide indemnily In
such terony and in such amount ax vos the Approval ofAlievPariles {(olher than the indemnifying Party) within such
participatiog ares, an an Acreage Basis £ 1 a\the ab of such Ind y, iha O of the Pro.
ductiap from such tract or of the Preduction sifocated thereio (whichever Ju Lhe grestor) 1o the oxtent attribu.able to
such Cormiited workhtzg lnterﬁaﬁu- dedocting Lease Burdeninpayabie thorson, ehull be paid to Unit Operstor and
1d in suapenso untd title to such Committed Worl % lutereat ves the A ggzovcl of the Partiss within such par-
tcipating aren or unll] such time as such Commiit arking Intorbst is lost through title Lsflure: provided, hotvever,
that Unit Operator shofl apply such procoeds in en rred in the davelopment or operstion of such
i3 { t of such Commi\ied Working Interest,
Intecest I ttla 12 2 mittod Warking Interest fails in whole or in

participating ares (o the extent chargeable in r
iongtr be subject to this‘ggrecment and tha lollowing provisfons shalt

13.9 Fallure of Title to Commillad Worki:
:p%meh Committed Working Intarest shall
hose ttle has failed shall nat bMentiled to roceive, afiar (ha date of such
otherwise accrus o such intercht, 1f Unit Operatdr holds in suspense in
t ceeds of any Production an seeount of surh Committed Working Inierest, such
nroceeds shall be distributed eith the Partiea or to uthers as their respeciive interasis may appest,

8. Losa of Ownership [n Wellk and l‘npe.rg. Such intcrest as tho Partyy elalming sueh Commitied Working
Interest may have in wells, malerisly, equipment and other propesty on aecowit of such Committed Working Inter-
eal shall pazs 1o and vest in the other P:nfu owning the same ln proportion th their raspective interests therein
ssig themenives,

C. Liabilllies te Third Parttes. Any lishility to sccount to third parties for prior production of Unitlzed Sub-
stancey which arises on of such {itle faflure shall be barna hy tho Partiea intibe sema proportions in which
heay ghared In ruch priog/Production, Any and 3l other lhl;llluu to Lhird pariles hall be borne by the Party cialm-

0! 13
{or
Tty

[roe R

t
ing the Cammitted interest (itle (o which has failcd
D. Relinburseuren Iuvesimend. If at the time of such \ille fallure the tract affecked thereby fo within e par.
whoss Committed Warking Interesy therein has boen logt shall be credited with tho same .
amaunt a3 would by credited to it for the interesl cwned by ¢, by reason of sueb Commiliad Worklug [nterest, in
useable wells and nilbh property within such participating aren m(’olher than useable wellk and tangivle property
located on the ir; ected by the title fallure, {o the extent affectad by the title (siluro) if At such time an Invest
menl adjustment were made for the participating arsa In accordance with Section 133 dealing with Methud of
Adjostient. If'the amount so credited is in excess of the procesds or inarket valus of that portioy of the Praduction
from puch cipating area which was received by sich Parly prior Lo the title faifure, by reasen uf such Commilted
I\yor Inibrogt aftar deducting Lsage Burdens r}um in respeet of sald poriion, then oftar such ile failure such
o
#

arty w be entitied 10 that ont of the Production Irom sueh {p rileipating area 23 heoh constlintad or <oy
thereaftep’revised which it would have roccived hud title to such Conmitted Working Intersst not failed, inss Leasc
Burdens/oayable on seld portion and (2) be charged with a Iike portion of its Costa incurred in the opertion of wells
';iﬁdn wh icipaling aran, until such time ns the procesds o market value of sald portion of Production, lask ]
3

on of uperaling Costs, shall cqnal such axcess; provided, however, that such Party shall nol !mvéga{ voick -
in i}e conduect of zupervision of oparations within such participating area or in any revision of eech paceicipating
srod other thun such as it may be entitiad 1o by r:i.un of ownership af Commilled Working Inlercsts witpin the
patticipsting ores (het are nut ailected by the (L :uilwrs,
8.10 Jolnder by True Owner. A true owner of 3 win < interes title 1o which has failed may fnin Jn this Agreement
ornter upon a separste operaling agreement with the . wues to thit agreement upon such leroys and condzlioe;%is
" eoi-iha-dartisesrithin-the-Unibdres

W{WM vy ti-tt g s-r it bl ot masiyedraetaithiothedin g
Arax whic " to any oil and gox fease, or othar contract in (he nalure thereaf, such Party shall-be-cetiied
to own & Committed Wor in such (ract and also a royally interest therein § e Tasnner ss if such [
cepgd by Lhe form WMAHM"R achad hereto as Exhibit 6.
19.2 Execution of Lease, In any provisign hereol w #6asc. iy made (o an assiznment OF conveyance by any
Party of itls Committed Working inte Yer Parly. such rofer? Mb-m.gr}[y Parly owring an unleased inter- ‘ 5
i

) est shail be intemre(pW such Psrly shall execute an ol and gas leuse er_Party on the form
7} atachod herate-es~¥XRibit 8, which shatl salisfy the reguirement for assipnment or convegance Gl rcwwork-

ittt
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ARTICLE 20
) RENTALS AND LEASE BURDENS
2} Neéntals. Each Party shall be oblicaled t? p:r any and ali rentals and otber sums (other then Lease Burdens)
- payabie upon or in respect of ils Committed Warking laterests, subject, however, lo the righl of cach P 1o wur
; rendee any of Its Commitied Working (nterette in accordsnce with Article 27. Upon request, each Party shall furnish
. {o Unit Operator satisfaclory evidence of the making of such paywnents. However, no Party shall be iiable lo any other
-' Party for unintentional failure to make any such paymcats provdied it has acted in good faith.

10,1 (RASE WEIKWY, Mtwithatesifug Puzsgraph 11 of the Ualt Agrevesnt previding t¥st vattienent +f vepalty, sad ovwrrlding Teysity, sthell b in seernduare
with th provislens csatsioed Lhetula tha erties sgrve that o pumpeses of Lhla Dolt Operoting Agtewmant royaity sod everridiag coyality oblizatione shatl e
yuid bp the retd Purtias bused on the Unitired Subetances tohon in hind bp esch Pocty or atherview dieposed af for sueh Tarty’s uceeunt, The Pertp ec Fartsas
ouxitled te Tenstva the Prodwelion (row & vell comploced 04 prodwesr but mt Insloded within o participating sres shall be ablintiad &0 yay 211 Leave Burdens
peyable 1u rvepont of ruch Pradmstiow sod sark such Parvy ehail be ohliguted te pay euy et prufile interwat, careied tncerdet aod rimilov {wtarvate peyasls iu
rospent of 1t vhate of swch preduatisu.

20.3 Losy of Committed Working Interest. If a Comtittcd Working Inlerest [s Jost through fallure to make aay
payment above provided to bu made by the Parly owning the same, such loss shall be borne eatirely hy such Partyy
the - el sl ARV + n . + et

i dody ¢ finteresi—so~te DU AR LA NS A TSI T AR
3 Sty Dr-at-BotSectrrH-0-desiing—writir-Padwre-ot-Title: Ao dm VW orivias BN
. ARTICLE 31

TAXES

21.1 Payment. Any and all ad valorem taxes payable upon (he Commilted Working Interests (and upon Lease
Burdens which are not payablo by {lis ownara lhcreol{ or upon materialy, equipinent or other property acquired eand
held by Unit Opcrator hercunder, and any and all taxes (other than income taxes) upon or messurcd by Unitized
Substances produced from the Unil Area which are not J:ayablz by the purchaser or purchasers thereof or by the owner
of Lcase Burdens, shali be paid by Unit Operator as and when due and payable.

212 Apportionment, Taxes upon matorials, cquipment and other property acquired and held by Unlt Operator hero-
under shail be chat}od to and borne by the Parties owning tho same in proportlon to their respective interests thecein,

- All other taxes wi by Unit Operalor shall be ¢ ed to and borne by the Partles (n proportion to their owncrship in

3 the Comunittod Working Interests or Unitizod Subsiances (as the case may be) upon which or in respect of which such
4 taxes are paid. All reimburgements from owners of Lease Burdens, whether obtained in cash or by deduction {rom Leasc
Burdens, on account of any taxes paid for such owners shall be paf
as such taxes were chargad to puch Parties.
21.3 Transfer of Interests, Jn the event of a transfer by one Party to another under (he provisions of thly agree.
S e ment of any Commitied Working [nterest or of any in(srest tn any well or in the materials and equipment in any well
or in the event of the reversion of any relinquished Interast ag in this eement provided the taxes above mantioned

d or credited to tha Partles in the same proportions

cuessed against the luterest tronsferred or roveried for the laxable period In which such tramsfer or reversion occurs

saall ba apportioned Lelween such Partles so Lhet each shall bear Lhe percentage of such taxes which is proportionaty

to that portion of the taxable period during which It owned such interest,

. 31.4 Notices and Returns. Ench Party shall promptly furnish Unit Operator with coples of notices, assessments,

leviag or tax statements received b?l tt pertaining to the taxes to he paid by Unit Operator. Unit Operalor shall moke

such returns, reports and siatements na may be reguired by law in connectlon with any taxes above provided to be paid
by it and shall furnish coplcs to the parties upon request. I shall notify the Parties of any tax which it does not propose
l; to pay before such fax becomes delinquent,

par

to the best ¢ it Operatlor's knowlcdge, the status of ownership of unitized lands and Lease Burdens op.eyoduction
therefrom. If the of any substantial interest (n a tragct within the Unlit Area has then failed or refusef to joln in the
Unit Agrecment, the Pa ¢ Partics owning Committed Working Intercats tn such tract shallhavé the right to with-
draw such tract from the Unif~Acan in accordance with the Unit Agreement; grovsded. howevef. that such right shall not
ba exercised untl] afler al least ten THL G rior written nolice to all other Parties within the Unit Aree ond such righr
shall not be exercised if within sald peri zten days the non-withdrawal of & A tract receives the Dircetion of the

’ ‘-“u“‘:‘ "L '_ N :\ 1 v 1.! ali AI SLImi B 4. Lom A.‘::
De Eml approval, Unit Oi:rator shall notify esch Party in writing of intention to file, specilying in such no'fée,

Parties who at the time of the giving of such have exectited thi 2men

222 Tho DMfect of Non-Withdruwal at Directlon ~of.Partles..it-The non-withdrawal of a trsct recclves the Direction
of the Partios as above provided and if such tract is nclyge thin 2 participating area, the followlng provisions shall

apply:

A, Any and al] payments and Habiliti the owners of un nitted intecests in sach tract that are in excess
of tha pasyments that would necrue stCh owners had they executed it Agreament shall ba horne and shared
on an Acrcage Basis by the P, within the particlpating area in which

B. I{ the payments, wauld accrue to the owners of uncommilted intereststwquch traet if they had joined
in the Unit Agr are {n excess of the payments actually accruing t¢ them such exd be shared DLy all
Parties wit

223

@ pariicipating area on an Acreage Basis.
v tary Nen-Wiihdrawnl. If the Porty or Pariies owning Comunitted Working Interests In ':ag("‘volum
s to exLeArgiLae the ﬁgrlt‘ to wnhdyw. 5ugh tract in agcgnﬁfpcg \,»:itlh th:\‘ynit_‘Akgreem‘enl, nle“ayments > dﬂ-

T

tarl

COMFENSATORY ROYALTIES

23.1 Netlco. Whenever demand fs made in accordance with the Unit Azrcement for the payment of ecmpensatory
;?‘{;ld!:lu Unit Operalor shall give written notice thercof to exch Farty afiected by the demand, as herewnafter pro-

233 Demand for Fallure to Drill a Davelepment WelL If the d d for comp tory royalty results from tho
fallure (o Drill a Develonment Well and such well is nal drilled, then t'nit Operator shal ay such coinpensatory
royalty. Such payment shall be charged as Costs incurred in onerationy within sueh participating arca.

23.3 Dcnand for Fallura to Drilt x Well Other tham a Developiment Well. If the demard for compcnsatory royaity
resulls from the failure to Drill a well other than a Development Vell and an election to Drill In order to avoid pay-
ment of Compengatory Royalties is not made by ony Par({ owning a Committed Working [nlcrest in the tract upon
which stich a well may be Drilled, then Unit Operator shall pay such compensatory royalty. Such payment shall be
chargeable ta and borne by the Parties who would Le obligated to bear the Costs of such well if tho well were Drilleyd
o3 & Required Well in accordance with Szction 19.4B.

AETICLE 24
SEPARATE MEASUREMENT AND SALVAGE
24.1 Separate Meosurement. J{ a well completed as a producer of Unitized Substances i3 in or inctuded In a pariichk
patiné area but ls not owned on a rartictperion ¥esis by o] the Partiea vlthin euch participating area aod £t, utthin thicey

(30) days after request by any intorested Party, a method of measuring the Praduclion from such well without neccssi-
taling additionsl facilities docs notl reccive the Approval of the Parties. then Unit Operator shall install such additional

]
| e
|
|

tankage, flow lincs or other facllitles [nr scparate measuremcnt of the Unizized Substances produced {rom such well as
Unit Operator inay deera suitablo. The Cnsts of such facilities for separate measurement shali bo charged to and borne
hy the Drilling Party for such well and -:vated as Costs incurred in operating such wej! nolwithstanding any other pro-
vialons of this agreerient.

i 74.2 Salvaged Materials. If auy = - rrials and equipment are salvagzed from a well completed as a rroducer aficr

be 1z Orilled. Decpened or Plugaed Use: niherwise than for the accuunt of all the Parties entitled to participale therein

. ti.re reversion to 1ie Non Drilling Fuities of Wielr rclinquished interests in the well, the proceeds derived {rom sale
——
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thereol, or, if not sold, the Salvage Value thercof, shall bu'(rcqud In the same mauner as proceods of Production from
such well for the purposc of determiniag reversion to Noo-Oriltlng Partics of their relinquished interests in such well.
ARTICLE 25
SECONDARY RECOVERY AND PRESSURE MAINTENANCE
231 Conseat Required, Unil Opcrator shall not undertake any program of secondary recovery or pressure malo-
tenance lavolving injection of yas, waler or olher substance by any mathad, wletlier now known or hercalter devised,
without Orst oblsining {lie consent of not less than_..__2... .. Partics to the aggregatn uwulnl’ not less lhinﬁ .......

ninety per cent (... 20 %) of the Couunitted Working Interests on a 2
participating aroa affecled by any such prograin. After the Purtics have voted to urndertake a program af secondary
recovery of pressure maintonance in Accordance with this section, Lhe conduct of such » program shall be subject to
supervision by the Partics by vote as sot forth in Article 14 .

. . 233 Abovo Grousd Facilitles, Thig agreeaent shall unol be deemed to require any Party to partlcipate [n the con-
struciiom or operation of any §asolinc plant, sulphur recovery plant, dewaxiag plant or other above ground facllittes to
rocess or othorwise treal Praduction, other than such facilitics as may be reqwred for troating Production in ordinary
esse operations and auch [acilitles ag may be required In the conduet of operations authorized under Scction 25.1.

ARTICLE 24
TRANSFERS OF INTEREST

reament

any treel Tommiblad.to_this ag lons underlying said lract without Gm ttc
Apprownl of the Parties W Arca; providod, howover, that such rutrlcl(on.shalhmv&‘ly to x transfer b

any Parly of any part of Ity Camnﬂltemﬂua%.mtemn in any trag +o~mt3t The Drilling of the Initial Test Well
or Wells and prior to tiia digcovory of Unitlzed Substandmes cuanllies under & farmout arrangement in counsid-
sralion of the Drilling of a well within , (rce of expensd arties, and upon the further cosdition
that If such well result ifion of Unitized Substanzes in paying quanuilies, Wdu&lon there
from wi e’ Dy the Partles within the partielpating area estiblished for such well in the § am%:

Dail

23 to less (han all format

. 208 Sale by Unit Operator, If Unit Operator sells all Its Committed Workiog Interesls, it shall resign and a ncw Unit
Operator shall be selected as provided in the Uiit Agreoment,

. 263 Assumplion of Obligalicns. w cesaster of 2w Cwottiod Vrdking fucsrente hatl bo .n..il‘:. ::‘::.:‘:;ﬁ.:‘.:“::‘.."::':..‘:".:‘,.‘.::.:“
o foeuer iqreurees ted tha tremst ross (2 Weillng 1o casume snd profovm olf wbliger e dconater .

Eﬂ:: - nll= :‘:h Lamorert 'uuvd:-l.n?: :lﬂln et -:-nluol ligatiien vhall md roliows thy (ranederat five 1v9 whlfastions sad Cm trraslocay sMilLl be
dawsd Do pumescen the foll owd Feithid ’ -’ L ire [ wimde¢ (b Duil hgrooseny sad 1M sgrremer ta thy sond ememl ww
10 tha Cresslug Lod met beoe sode, A5 ermpiien 32 sbligstiovs wball T bo rrqultnd ua tha pavt o & merigegee o of & Lrestes pe bebel(e(eey awder @ duad ol truat gima
fon semirig, Tt aS] seomrlly Iobesrsacs cTsaind shall +o ot ol Limns Rbjees te (Do [l wreeted by I8 diom of irntala 11,0 becasds

204 Bfective Date. A iransfer of Committed Working Interests shall not be effcrtive as belwsen the Parttes untit
the first day of the month next following the dclivery to Unit ggeramr of the origina. or a certified copy of the insiru
ment of trausfer conforming to the requirements of Section 26.3. In no ovent shall a trasisfer of Committed Working
Interests relieve the transferring Party of any obligations acerued hereunder priur to xaid effective date, for which pur-

e any obligation agsumed by the tranaferor to Earticlpato in the Drilling, Deepening or Plugging Back of a well prior
0 such ¢ffeclive date shall be deemed sn accrued obligation

ARTICLE 27
RELEASE FROM OBLIGATIONS AND SURRENDER

271 Burrender or Reloase Within Participating Area. A Commiited \Working Interest covering land within & par-
Ueipating orea shall not be surrendered except with the consent of all Partles within such participating aren. Iowever,
© & Party who owns a Committed Working intevest in land wilhin a parlicipating arex and who Is not at the time com-
mittad {0 pacticipate in the Driliing, Decpening or Ph{fnun‘ Back of a well within such participatiug area may be relicyed
of further obligations with re to such parlicipating avea as then constituted by ‘exceuting and delivering to Unit
Operator an asslgnment conviyini to all other Partles within such particlpating area all Commitied Working Interests
owned by smich Party in iands within the participating area, together with the enilre interest of such Party in any and
sll wells, materials, equipment and other properly within or pertaining to such participating area.

272 Procedure on Surcender Outside Participating Arca. Whenever a Party dosires to sutrender Its Commitied
Working Interest in any tract which Is not within any sarticipating ares, such Party shall give to all other Partles
wriiten notlco thereof describing such Committed Working Interdst. The Parties receiving such notice, or an{ of tiiem,
shail have the right st their option to take from the Party desiring to surrender an assignment of such Commilted Wark-
ing Intcroat by ng fto the Party desiring to surrondor written notice of elcction 30 tu do within thirty (30) days after
reccipt of (he natice of the desire to surrcnder. If such election is made as ahove provided, the Party or Partics fakiny
the asgignment (which shall be taken by them in Pro]porﬂon Lo the acreage of thelr Commitled Working Tnterests among
themselves In the Unit Area) shall pay lo the assigning Parly its share of the Salvage Value of any wells owned by the
Purties md then located on the land covered by such Committed Working Interest, which payment shall be made on
receipt of the assignment. If ng Parly elects to take such assigninent wi such thirty (30) day period, then the Party
or Parties owrm':f such Commiticd Working Inlerest may surrender the same if surrender thereof can bs mada In acvo
ance with the Unlt Agreement, .

27.3 Ascrued Obﬂﬁaunna. A Party making =n.sssignment or surrender in accordance with Section 271 or 27.° il

nbility for nnn.obu;aﬂon accrued hercunder st the time the assignment or surrendur & .de,

or of obliration to bear fts share of the Costs incurred in Drilling, Decpening or Plugging Back operation i which

such Parly hag elected to particlpate prior to lus making of such assignment or surrendor, except to the extent ihat

the Party or Partles recelving such assignment shall assume, with the Approval of the Parties, any and all obligations
of the anigning Party lioreunder and under (he Unit Agreement.

ARTICLE 28
SEVERAL, NOT JOINT LIABILITY

283 LiaM]lty, The Hability of the Parties harcunder shall be seversl and not joinl or coliective. Each Party shall be
responsibls only for its obligations as herein set out.

28.2 No Parlaership Created, Tt Is not the intention of the Parties to create, nor shall this agreement or the Unit
Agrecment bo construed as creating a mining or other pgrinership or association between the Parties, or to render them
liable as pattners or associates, except a8 provided in Article 25.3 below.

" 203 Ehcttes. The prriies merehy sgree hot 18 slect to be sxzladed feom dee appliralion of rubchanier K of Chapter 1 of Subtitie A of 1he Unfted S3tes Intacrs! Nes roue
Cude of 194, ond afl emendniema theraioy  [or CalNarats tag perovsce, he pretied neerby upree not to clect 16 be eachuied frem Hie sppitcaticn of ¢ hapier 10 of Thrt 10 of
Divislon ? of the Ceiyornin Revorod snd Tasalion Codr, aerl all amendmanie ihercld. o Loviaisna tax purnases, (e pariyes lieccly sgree 0ot (o elert {6 he excluded from
1he application of all provemiona of Sule-Part i), T 47, Subtitle 1L, Clmplee &, Louikiang Meviamt Sates, Tre porurs reongalee that they are s tar(reselon (v Lailed
Siee, Calltarmis, and Loumiary i2¢ purpasen sad are thereforg eunjact Lo Ihe partnersiop neovir.ans of the ‘rleeno) Raveaur Codr of 1254, thy Caiifornt Qeveoue ond Tavae
Code, ormé 12¢ Lovib Wt Tavised Satutes, and all emecdomanis ihereia, The parties (urther agre- ol (0 2trt {0 be excludes from (he appliciiion of sUnuer provisions in any
ather rlale, B

Unil Ooerater chell prepace and filo the pActnership (o retwrca and m. - v vnctierahip elrct 7 00 guch reluene on behall of the partier. In so delng Unk Opcrator shall

T

Use (ta nest aTarie, but shall {ncur no Liabllry 1@ any of them with reyard *.  .~h referna, frers la Tling such reluens, Uall Cperator ehall subbiit copice thereol 1o the
other pariiesrot inter then Acgusl ), of tach ywar, to permi review snd s -+ vsl. Exewpt ar o v.rw(ae expesealy provided in parsgraphe (e), (g, (b}, end (U of Kuhiclt 8
herele, Unit Operetar I hareky granied suthority te make paribership el .t. “« for (he first n ., <1vqwent yrars' retucas to b filed under 1218 Agreemant, snbeet 10 prior

concurrenst ond ippreval of e partme,
TBa proceduurs for tmpleravaintion snd the partoership provisiens ser 50 [ocin La Fahiit ¢ @ < ted bereta and by thia referance made ¢ part horeaf,

NOTICES
2p.1 Giving snd Receipnt. Tarvst 20 eibaretos wwalfied bureisy soy milds, freee 16 dlotement htnn peavldsd ve serwiterd to be yives
Tl Omsrotad v » Porry to tha ferelin shall be glosd (o Wwitim 10 the novwd teproevmtativs 4o o Te Attisle 16,3, In per. e by vabd, deldes, o telpe

Luplan yroperty miraned vo
dirscted, s Bat sy
00 bateven Leret Momt (a ftines

) the frate ol Ao sk,
W
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06 vhom given, vith cFurpes rrapid, Aoy wmuh maries shoil . 0 torelord by (4 L7y 10 wime spch seticr (1
by wall ababl st be oremed given uatil {0} thres (3) devy wirer Moir v ® Lacatiees 217 |p (A1 Sties of Alosks
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29; P.rnper A:)d;;ssn. i’:ach Party's smper address shall bo deenied to be the address set forth under ar uppos]u Its
signatury herato unless and until soch Parly specifics anotiier post office address within the continents) limits of the
Unitod Slales by not loss than tea (10) days prior writlen notice ta all other Parties,

ARTICLE 28
EXECUTED IN COUNTERPARTS AND RATIFICATION

30.1 Coun{erparis, This agrcoment may he oxecuted in counterpasts and all such caunlerparts takan together shall
be deemed (o constilute one and the same iustrument. .

30.2 NMztlBeation, Thle agreement may Le exccuicd by the execullion and dolivery of a good and suMclent ihstrument
of ratification, adopting and entering into this agreemient. Such ratificgtion sball have (he sama elfect a3 I the Porty
execuling it had oxecuted this agreement or a counierpart horeof,

ANTICLE I
SUCCESSORS AND ASSIGNS

31.1 Covenants, This agreement chall be binding on and inuce to tha bonefil cf all Pariles sigaing tho rama, Lhelr
heirs, davisees, personal reprosentatives, successors and assigns and their successors in imterest, whether or notl it |8
xigned by a)t the Pertica llsted bajow. The terms hereof shall cenatitule a covenaot running with Lhe landx and the
Commiitad Warking inlarests of Lhe Parlies.

ARTICLE 11
READINGS FOR CONVENIENCE

32.1 Ieadings. The lable of contents and tha headings used Lo (hix sgreement are [ngerted for cunvenlence anly and
shall be disregarded ia consirulng this agreement,

ARTICLE 13
RIGOT OF APPEBAL

331 Net Walved. Nothlog contained in (bis aﬂ"ument ahall be deemed ta conciitule the walvar by any Parly of
any right it would othorwise have {o contest the val of any law or any order or regulatlon of governmental authority

;whulhvr federa), state or local) relsling 'o or alrect%a the ronduet of operalions within the Unit Ares or to sppcai
Tom any fuch onder.

ARTICLE M
SUBBRQUELNT JOINDER
34.1 Prior Lo the Commencement of Operatlons. Prior to the comnmencement of operationz undur the Uait Agree.
mant, all owners of Working Interssts in the Unit Arsa who have joincd in the Unil Agreement shall be privileged to
cxecule or railfy thiz agrcement,

34.1 After Covynancament of Opersllons. Afler commencement of operations under the Unit Agreement, any Work.
Ing Interest in land within tha Unit Aren which is not Lhen coinmittod hereto may Le commitied to this agreement and
to the Unlt Agreement upon auch reagonable texms and conditions as may receive the Approvul of the Parties,

ARTICLE 38
CARRIED INTERESTS
35,1 Trzalment of. Il any working Interest shown on Exhibit B of the Unjt Agreement and committed Lherclo ls »
enrried working interest, such interust shall, if the carrying parly cyecutes Lhis agreement be deemed to be, for the
purpose of thls agrecment a Commitied Working Intcrest owned by the carrying party.
ARTICLE .28
EFFECTIVE DATE AND TERM
38.1 Effective Datc. g'ﬂ‘l agrtemem.huylﬂ becoms eﬂgcuwf on tha effeclive dato of ths Unll Agrcement.enospi-thas
Zai A ey 1 i . 1e N 1. f n'!i" ‘;q‘“l i! ; l il l 2 5 n

L3P BvIns *

283 Term. The term of (his agreement shall be tha samd as the totm of the Uni{ Agresment and shall- terminate
coneurvently tharevwith,

38,3 fiffect of Termination, Tarminafign of this agreament shall not relieve any Parly of lta ohligations then acerued
hereundey, Notwithstanding termination of this agreement the provisions bereaf relating to the charging and payment of
Costs sud the disppsition of materials and equdpmant ghall coubinue in faree untl all materials and couipinent owned by
the Partiss have been disposed of and until finsl accouniing lLetween Uni{ Operatar and tha Parties. Terminatica of

il sutamatl termtngte sl rights and Inleiosls acqu by virtue of this agreement In lands

i IRY &
within the Unit Ares excspt such tranplors of Committed Working lmisrests as have been ovidenced by formal written
instruments of transier,

384 BUect of 8Irymtnn. When (his sgrecment J= exacuted hy lwo Partles, execution by ench shall be deemed con-
sideratlon for execution by the othor and cgsck Party theretofore or {here 4 ot

after cxgeuting this agreemuent shadl thereupon
become and vemaln bound hereby until the ternination of this agre i, H A ot 085 0b

v
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7.1

"Participation Bsr " means either an acreage part’ ‘ipation basis or a final

participation basis, whichav. may be applicable as follows:

37.2

(a) acreage participation basis -- Except as provided for in subparagraph b)),
participation by the Parties within the Unit Ares or a Participating Area
or other area designated pursuant in thie Agrcement in veoting or Cost,
shall be in the proportion that the acreage of each Party's Committed
Working Interest in such area bears to the total acreage of tha Conmitted
Working Intetest of all such Parties therein., For the purpoases of this
definition (1) the acreage of the working interest in & tract within the
Unit Area shall be the acreage of such tract as set forth in Exhibit B
to tha Untt Agreement, and (2) if thera are two or wore undivided working
intarests in a tract, theve shall be apportioned to each auch working
interest that proportion of the acreage of the tract that such working
interest bears to the entice working interest in the tract,

(b) final participation basia ~= Upon the first date that Unitized Subsgtancns
are delivered from the Unit Araa to a tranaportation system moving Unitized
Substancas out of the unit arca, the acreagas participation basia of the
Parties within a Participating Area or Areas in voting, Cost, or Production
shall be supersedad by a final participation basis calculated as follows:

The Porties within a Participating Area or Areas shall determine
participation based on the original recoverable reserves underlying
each tract of land within the Participating Area (insofar aa such
participation shall be adjusted to account for the relative cost to
develop and produce such regerves under each trect inm accordance with
Unit operations, Until such time as the tract parcticipation factors
under the final participation basie receives Approval of the Partieas
owning in aggregate 95% of the proposed fimal purticipation or until
tract participation factors are determined in accordance with Sectiou
37.2, the acreage participation basis shall continue to apply; bhow=
ever, upon such determination, the final pa:ticipation bagis shall

"~ be retroactively applied from the first dare that Unitized Substances
were delivered from the Unit Area to the aforementioned transpor-
tation system,

Arbitration of Final Participation Factors, If tha final participation basis

has not been approved on the firet date that [mitized Substances ara delivered from the Unit

Area to a4 transportation system woving Unltized Substances out of ths Unit Area, Unit Operator

shall submit to the Parties for their approval, tbe trace partieipation fectors which havs
the greatest support om an acreage participation basis, If *he approval required under
Section 37.1 is not achieved, any Party owning an interest in such participating area or
araas, aequal to 5 parcent or wore, determined on an acreage participetion baeis may request
arbitration, in which event the final tract particfipatioms shall be determined aa follows:

The Party or Partias who vote against tha tract participation factora which
have the greatest support on an acredge participation basia, shall be divided
into one group and shall select an arbitvator and all other Partfes shall be

*divided into annthar group and shall zelect an arbitrator. Each proup shall

gelact an arbitrator im accordance with the voting procedura sat forth in
Paragraph 14,2; which is proportionsl to tha vatio of its acreage participation
basis to the total acreage participation bagis of all Parties {n such group.

If either or both of the two groups of Parties are unable to select am arhi-
trator as provided for above, then the Partiem shall petitiom the Senior
Foderal Judge resident in Anclorage, Alaska, to appoint an arbitrator from a
1ist of individuals of appropriate professioval acumen and integrity supplied
by the Parties. A third arbitrator shall be salected by the twn previously
aelected arbitrators,

The Parties shall supply full and adequate informationm to the arbitratovrs
acting hereunder and the Parties and arbitrators shall cooperate and act
expeditiously, to the end that the decision of tho arbitrators shall issue
not later tham ninety (90) days after they cormence their duties under this
Article 37,2 unlesg the arbitrators deem a reaennable extensinn of seid
ninaty (90) doy period essential to their considerakion of the matter 3sub-
mitted for arbitration, A decision resched by a majority of the arbitracors
shall he final, and a judgrment upon 8uch decision may be entered in any court
baving jurisdiction. All perties hereby submit to tha jurisdiction cf such
court, The axbitrators acting hereunder shzll decide or determine only ap-
propriata factors, parameters, ot methods ks be uaed from those propused aund
on which the Parties are unable to agree.

All coats and expenses charged by the arbitrators or otherwias incurred duriug
thn arbitration for the benefit of all Partics shall be borne cqually by the
twe proups of Parties. Each Porty within each group shall be chargad a portion
aof .uch costs and expenses which 1 proportional to the ratio of Its final
partleipation basis to the total final participation basis of a1l Parties

in such group. All other costs and expenses as a result of the arhitvaticn
3hall be borme by the Party or Partle: irncurring such costs and expenses.

“12- - . 10166046.: ,
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38,1 Deiinition = Mobi) .atioo/Demobilizatian Costs

Mobilization Costs: Rig moving and wobilization costs, lerein called
"Mobilizatioo Costa'" for brevity shall mean tha cosca incurred in
assscmbiing, loading, moving, transpurting and offloading a fully
equipped arctic drilling rig for use at tha well sics, including a
local movemant to tha well locatfon from withiao tha XNorth Slope area
ar the mobilization of such a rig to the wall site from outside such
area,

Demohilization Cogts: ''Demobilization Costs' shall mean the actual costs
incurred in laoading aund trangporting a Fully equipped arctic drilling
rig from the last well drilled under the applicable drilling comtract
for such rig to the locat{on, if any, specified ian such drilling con-
tract and lncluding the caodt of any offloading thereof or a payment
made in lisg of such loading and cransporting and unleoading cocta; pro-
vided however, such coats shall not exceed tha costs that would be

charged {f the rig waa so moved and unlnaded at Deadborse, North Slope,
Alaska.

39.1 Allocation of Other Costs. The costs to mobilize the drilling rig ard rig comp
for the drilling of any unit wall (including the Initial Test Well and any additional well
or walls drilled under the provisions of that certain Contribution Agreement between Farmee
(Operator) and Farmor (Non-Operator) shall be charged ta the first well drilled by tha rig
as well cogt. Should any subsequent well or wells be drilled by this same rig in the afore-
said unit ot in any other operations by one or more of the parties hereto controlling the
vig, the mobilization coets im excess of §250,000 ahall be credited to the wells drilled by
the rig on a wallg~drilled-to~date-basis as each additional well ia drilled to a maximum
of four walls and shall be .charged to the current drilling well whether a unit well or any
othur well drilled by the party(ied) hereto, The cost to conatruct any permanent drilling
pad, storage pad ot access road shall be charged as well cost to the first well drilled
from the drilling pad. Should any subsequent well or walls be drilled utilizing thesa
facilitiea, the conatruction costs of same shall be allocated ca a well cost to each sub-
sequent well when drilled baeed on the mmber of wells drilled to that date utilizing said
facilities, The coat to demobilize each drilling rig and rig camp shall be charged aa well
cost to the last well drilled by the rig and the cost paid by parties participating in all
wally drilled by the rig to a maximum of the last four wells drilled., All drilling partiea
participating in the wella drilled by each rig to a maximm of the laet four wells agres tu
pay tha cost of demobilization based on their drilling participation in these wells regardless
of their drilling participation in the last well. Demobilization coats shall be allocatad

to the subject wells as well costs for the purposa of calculating amy non-consent penalties.
‘Should any of the last four wells be non-unit wells, the cost allocatabla to these wells
will be paid by the party(ies) to this sgreement comtrolling the rig.

40.1 -Substitution. In Article 5 and Article 10, where the word ''Director" appaszrs,
and in Article 7 where the word "Supervisor'' appears, the words '"Diractor of the Divigion
of Lands of the Department of Natural Resources' shall be considered substituted therefor.

41,1 The provisiona of Section 6.2 are hereby wodified and limited with respsct to a
well covered thereby if any Party owning a Committed Working Interest in the Drilling Block
formad for such wall elacts ot to participate in the Cogts thereof na to all or any part
of his Committed Working Interest in the Drilling Block, Iun such case, the relinquished
iuterast of Hon-Drilling Party shall revert to it in the same manner and under the same
couditions as provided in Section 12.3 with respect to walls located im a participating zrea,
except that the production from such a wall sufficient to cause such reversion shall be
that which, had the Non-Drilling Party elected to participate in such woll, would be allocable
on the applicable Participation Basis to the interest of Noun-Drilling Party in land in the
Drilling Block formaed for such well with respect to which he did not elect to parlicipate.
Upon reveraion of the relinquished interest of a Non-Drilling Party ia such a well the pro-
visions of Section 12.4 dealing with Effect of Reversion chall be applicable.

42.1 Article 12 shall be subject to the following: In the event mora than one op-
aration in the samz well is conducted for the account of leas than all the Parties entitled
to participate therein, then the provisions of Article 12, with respect to the racovery hy
Drilling Parties and reversion of relinguished intavest, shall ba applied in the inverse
order to that in which the operations were conducted until the relinquished interect for
each such operation has reverted, provided that recovery of Costs of any operation under
Article 12 ghall he only payable out of the production resulting from such operation. In
circumstances where the game Party entitled to participate therxein electa to be a Non-
Drilling Party in two or more consecutive operations on a well asa to which 1t has an electinn
to participate, the Coatas to be recoversd before reversion shall include tha Coats of all
such congecutive operations,

w13~
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43.1 Well Informatfon, Atticles 16.1F and 16.1G and any other provisions of this
Agrarnent notwithstanding, no Party ahall be permitted access to any well drilled hereunder
nor ‘. any information derived from such woll (including but wot limited to electric lags,
mud fogs, cores, cuttings, drill scam test data), unlass such Party owms o Committed Work-
ing Interest in the tract, Drilling Block (a3 the term Drilling Block is defimed in Exhibit 4

| i:) hereof) or participating area on which such well 13 located, Ezch Party who comes into
poaseseion of information derived from any well drilled under this Agreement (inmcluding but k
not limited to electric loga, mud logs, cores, cuttings, drill stem test data), (and other
information of #imilar nature) shall hold such {nformatiom confidential. Fxcept as other- .
wise horeinafter provided {n Articla 43.2, cach Party agrees nut to disclosa any of such
informationa to any third party without the prioxr written consent of all othar Parties owning
a Committed Working Interest in the wall from which such inforwation wus dexrived.

[

The obligation of confidence awmd nondisclosura hereinabove set forth in tlils Article f
43.1 shal) expire, as to inforwmatian derived from cach well, on the fifth (5th) anniversary i}
date of the date of completion of the well from which said ioformation was derived.

43.2 Exceptions. The provisfons of Article 43.1 shall he subject to the following
two (2) exceptions:

]
(1) Any Party who rocaived euch information may disclose such inforwarion £
to any othexr Party who owns a Committed Working Iuterest im th» tract,
Drilling Block or participating avea wherein the well from which the .
information was derived ia located,
(2) Any Party who receives such information and who owns a Committed Kork~ i
ing Interest in the tract, Drilling Block or participating area in
which the well from which the information was derived La located may
disclose said information to any-of- its own Afiiliantea if such :
Aff{llates are bound by written agreement to keep fame confidential. E

43.3 Exclusiona. The obligations of confide=nce and non~disclosurs imposed by Articles
43.1 and 43.2 shall wot apply to:

)
(1) Information which, at the time of receipt of recipient Party from {3
another Party hereto, 18 in tha public domaim; 3

(2) Information which, after receipt by racipient Party fram enother
Party herato, 18 published or otherwise becomes pert of the public
domain through no fault of recipient Party (but only after, and only
to the extent that it is published or otherwise becomes part of the
public domain);

(3) Information which the recipient-Party can show (a) was in Lts

"+ possession at the time of its receipt of said information from
apnther Party hereto and (b) was not acquired, directly or in~
directly from any other Party hereto or am Affilizte of any Party
hereto ot from a third party under an obligation of confidence;

{#) Information which, although received by recipient Party after the
time of its receipt of paid Informatiom from anothar Party herato,
recipient Party can show was receivad by recipient Party from a
thirxd party who did oot require rectipient Party to hold Lt in
confidence and who di{d not acquire it, directly or indirectly,
from a Party hereto or an Affiliate thereof;

(5) Informatiom which has been submitted to any govermmertal authority .
aa required by law, the Init Agreement or this Agreemgnt and vhich }
i{s no longer held confidential Ly such authority, i

43.4 Confidentiality of Techuical Information. For purposes of this Article 41,
"Tachnical Informatfon' shall mean technical {uformation, other than that covered by Article
43.1, that relates to Unit Operatfoos and {s disclosed by one Party to snother Party in
conpection with Unit Operatfons. It s agreed that tha unly obligation of confidence any
Party shall have with respect to Tcchmical Inmformation that it receives from any other Party
shall be tliat set forth in thim Article 43.4 as modified by the exception aat forth in
Artfcle 43.5 hereof end the exclusions set forth {n Article 43.6 hereof, f?

i

it o

Each Party shall be obligated to keep confidential only Lhat Techmical lnformation i
which 1s Furpighed in writing and designated as confidential information at the time it Is

A:) ~14 i‘g
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first furnished to the recipicut Party. Such designation shair be made as follows: Each
documeut: and each sheet thereof shall ba clearly marked ''Confidential Information', fol-
lowed by the name of the furnishing Party., The Party receivivng such confidential Tecimical
Information shall not, without the prior writtem consent of the furnishing Party,

(a) use such confidential Technical Information except in comnectiom
with operationa conducted under this Agreement, or
(b) disclose such confidential Technicsl Informetiou to others.

43,5 Exceptions. The proviasions of Article 43.4 shall be gsubject to the following
exception:

(1) A Party receiving confidential Tachunical Information may disclose
said Technical Information to thosas of its Af{filiates who are
bound by written agreemant to keep said inforwation confidential.

43.6 Exclusions. The obligationa of confidence and non-disclosure and the limitations
ou use imposed by Article 43.4 shall not apply to:

(1) 1infovmation which, at the tiwe of receipt by recipient Party from
furnishing Party, is in the public domain;

(2) information which, after receipt by reciplent Party from furnishing
Party, is published or otherwlise becomes part of the public domain
through no foult of recipient Party (but only after, and only to the
extent that it is published or otherwise bacomes part of the public
domain);

< (3) information which the recipient Pacty can show (a) was in its -
posseasion at the time of its receipt of said information from
furnishing Party and (b) was not acquired, dire:tly or indirectly,
from any other Party hereto or an Affiliate of any Party hereto
or from a third party under an obligation of confidence;

(4) information which, although received by recipient Party after the
time of its receipt of said information from furnishing Party,
recipient Party can show was received by recipient Party from a
thizd party who did not require recipicok Party to hold it in
confidence and who did not acquire it, directly or indirectly,
from a Party herato or an Afflliate thereof; or

(5) information which haa been submitted to any govermmental authority
as required by law, the Unit Agreement or this Agreement and
which is no longar held confidential by such authority.

43,7 Patents and Inventions. The following Subsections apply to the rights and
obligations of the Pazrties with respact to patents and inventions involved in or arising
from operations conducted under this Agreement:

(1) Wwith raeference to, but only with reference to operations conducted
by Unit Operator under this Agreement, each Party egrees to hold
each other party and Unit Operator free and havmless from any and all
claimg for patent infringement which are based on any patent owned
or controlled by said Party or any of said Party's Affiliates;

(2) Patent Litipation. Any claim, suit or action by a third party
alleging patent infringament based upon operations conducted or
othexwise handled in a manner to be decided upon by the Parties
who share the costs of carrying out the oparstion to which the
claim, suit or action is directed and all costs and expenses of
defending, settling or otherwise handling said claim, sult or
action shall bte borne by said Farties in the same proportion as
said Parties are obligated to under this Agreement to share tha
cogts of sald operation.

43.8 Dafinition of Affiliate. Affiliate of a Party i1s any company that {3 owmed
or controlled by that Party. For the purposes of thie definitiom, ownership cr control
of any company exists if fifty percent (507) or more of the stock of such compamy that
has the right to vote for directors is owned or controlled, directly or indirectly, by the
particular Party. The stock owned or controlled by a Party shall be deemed to include

AGQ 10166049
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all stock owned or controlles, uirectly or indirectly, by any ..uer company that 13 owned
or coutvolled by that Party.

Affiliate of a Party also includes any parent company that owns or controls, directly
or indirectly, Fifty percent (50%) or more of the stock haviug the right to vote for
directors of such Party, and amy compary of which said parent company owms or controls,

directly or indirectly, fifty percent (50%) or more of the stock having tha right to vote
for directors of such company.

44,1 Any Party or Parties originally entitled to participate in the drilling of a
well, may upon reasonable request to the Operator conduct a valoecity survey in said well
at such Party or Parties' sole cost, risk and expense, including stand-by rig time.
Notwithstanding the provisions of Section 16.1 or any other provisionm of this Unit
Operating Agreement, the Party or Parties counducting said velocity survey shall owu

and have the axclusive use of any velocity logs and velocity survey information obtained
thareby.

45,1 Subsequent Created Intevests, Notwithstanding anything herein to the contrary,
1f any Vorkiug Intasrest Ownmer shall, subsaquent to the execution of thia Agreemant, croate
an overriding royalty, production payment, net proceeds interest, carried intarest, or any
othet interest out of its working interest (hereinafter called "subsequently created interest')
such subsequently created interest shall be specifically made subject to all the tetms
and provisions of this agreemsnt, If the Working Intarest Owner from which such subsequently
croated interast is created, (a) falla to pay vhen due its ghare of costs and expenses
chargeable hersunder, and its ahare of production accruing hereunder is insufficient to
cover such costs and expenses or (b) elects to abandon a well under Part 2 of Exhibit 4
or elects to asurrender a lease uwnder Article 27, the subaequsntly creatad interest chall be
chargeable with.a pro-rata portion of all costs and expenses hereunder in the same mammer
aas 1f such subsequently created interest were a working interest, and Unit Operator shall
hava the xright to enforce against such subsequently created in{erast the lion and all other

rights granted in Section 15,5 for the purpose of collecting costs and expenses chargeabla
to tha subsequently created interast.

46,1 If any Party hereto hereafter should create any overriding royalty, production
paywment, or other burden against ita working intereat production and if any vther Party or
Parties should conduct non-consent operations pursuant to any proviasion of this agreement
and, as a result, become entitled to receive the working interest production otherwise
belonging to the non~drilling Party, the Party or Parties eutitled to receive the working
interest production of the mon-drilling Party shall receive such production free and clear
of burdens against such production which may have been created subsequent to his agroe~
ment and the non-drilling Party creating auch subsequent burdens shall save the drilling
Party or Partles harmlass with respect to thse receipt of such working interest production.

47,1 Should the owner of royalty interest-fail or refuse to executa or become bound
by the Unit Agreement and as a result thereof the Lease Burdens of the Party entitled to
receive the production allocated to the tract or tracta of land affeclted are wore than tha
Lease Burdens computed on the basias of production allocated thereto, Unit Opsrator, upon
receipt of evidence thereof from the Party affected, shall reimburse that Party for the full
smount of such.excess Lease Burdens and shall treat the same ae an operating cost; similarly,
if the Lesse Burdens are less tham the Leass Burdens computed on the basis of production

allocated therets, such Party shall remit the difference to Unit Operator for distribution
to all Parties.

48.1 - In the event a relinquishment of interest by a Non-Drilling Party occurs accord-
tng to the provisions of this Agreement as to any well and Production is had from such
well, the Unit Operator,. or other Party conducting the operation which rasulted in the re-
l1inquishment, ashall furnish each Mon-Drilling Party upon ita request, in addition to all
of the information referred to im Section 16.1 F, the following:

A, An itcmized statement of the Costs of the operation in which the
" Non-Drilling Party did not participate; and.

B. Until reversion occurs, a quartaerly itemized statement of the Costs
incurred in the operation of the said well, the quantity of Pro-
duction therefrom, the amount of proceeds recefived from the sale of
the same, and the Lease Burdens pajd with respect to Production.

49,1 The ass{ignment or assigmments of leasehold interests which the Non-Operators
(Farmor) will or may make to Exxon (Parmea) pursuant to the terms of that certain Contri-
bution Agreement, shall be deemed to be the full contribution of the Non-~Operatore (Farmor)
to the coat of drilling and completing the Initial Test Well and any additional well or
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wrlla drilled under the provisions of said Contribution Agrcement and the lon-Operators
(Farmor) shall not be requirod to bear directly or indirectly any portion of said cost
whother through investment adjustment under Article 13 of this agreement, through estubliash-
ment, revision or combinution of a participating area or areas or otherwise,

50.1 Pactition. Each Party hereby covenants with each other Party that during the
existeuce of the agreement the Parties will not at any time resort to an action at law or

in equity to partition and have set aside to it in severalry its undivided interest herein
or the wells or facilitlies installed under Ethis agreement.

IN WITNESS WHEREQOF, this agreement has been executed by the undersigned as of the day
and year first above writtem,

Date of Execution: EXXON CORPORATION

March 4, 1977 By é/m,{a,/%w«-/

AtCOth:yfln Fact GOSN

Addreags:
P. 0. Box 2180
Houston, Texas 77001
Attention: Division Manager
Of fghore/Alaska Division

As Unit Operator and Working Interest Owner

AGO 10166051
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UNIT AGREEMENT

FOR THE DEVELOPMLNT AND OPERATION OF THE

POINT THOMSON UNIT

;]

B

STATE OF ALASKA

FOURTH JUDICIAL DISTRICT

THIS AGREEMENT, entered into as of the 1st day of March, 1877,
by and between the parties subscribing, ratifying, or consenting he:-e‘to, and

herein referred to as the ""parties hereto”,

WITNESSETH:

WHEREAS, the parties hereto are the owners of working, royalty or
other ofl and gas Interests in the unit ares subject to this agreement; and,

WHEREAS, the. Commissioner of the Department of Natural Resources,

State of Alaska, is authorized by Alaska Statute 38,05 and appropriate state
regulatlons to consent to or approve this agreement un behalf of the State
of Alaska, insofar as it covers and fncludes lands and mineral interests of
the State of Alaske; &nd, ’ .
WHEREAS, the parties he‘reto held sufficient {nterests in the
Point Thomson Unit Area covering the land hereinafter described

to give reasornably effective control of operations therein; and,
WHZ=REAS, it is the purpose of the parties hereto to conserve nztural

resources, prevent waste, and secure other benefits obtainable through

p

development and operation of the area subject to this agreement under the
terms, conditions and limitations herein set forth; and,

WHEREAS, Stsie lands, as that term is used in this agreement, mean;

-

those lands title to which {s vested or that become vested in the State of
Alaska and landa which have been tentatively approved after state selection

end are not covered by an existing Federal oil and gas lease at such time &5 -

any right or authority is exercised;
NOW, THEREFORE, {n consideraticn of the premises and the promises

herein contained, the parties herelo commit to this agreement their respeclive

o

interests in the below-delined unit area, and agree reverally among themselves

- af {ollows: . .
1. ENABLING ACT AND NEGULATIONS. The Alaska Land Act . { 3
(AS 38, 05,005-370) and all valid and pertinent ofl and gzs statutcs and ~eg- ]
BPXA Ex. 2
(4
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ulations including the oll and gas operating statutes and regulations in

effect as of the effective date hereof or heraafter {ssued thereunder governing
drilling and producing operations, not inconsistent with the terms hereof or
the laws of the State of Alaska are hereby accepted and made 8 part of this

agreement,
2. UNIT AREA. The area specified on the map attached hereto
marked Exhibit "A" iz hereby designated and recognized as constituting the

unit ares, containing 40,768 acres, more or less. Exhibit "A" ghows,
{n addition to the boundary of the unit area, the boundaries and identity of

. 3
tracte and leases in said area to the extent known to the Unit Operator,

Exhibit "B attached hereto is a scbedule showing, to the extent known
to the Unit Operator, the acreage, percentage, and kind of ownership of oil
and gas interests in all land in the unit area, However, nothing herein or in

said schedule or map shall be construed as a representation by any party
hereto as to the ownership of any interest other than such interest or interests
as are shown in s2id map or schedule as owned by such party.

Exhibits "A" and ""B" shall be revised by the Unit Operator whenever

changes in the unit area render such revision necessary, or when requested

by the Director, Division of Lands of the Department of Natural Resources,

hereinafter referred to as the "Director", and four (4) copies théreof shall
be filed with the Director. ‘

The above described unit area shall, when i:ractlcable, be expanded to
include therein any additional tract or tracts regarded as reasonably necessary

or advisable for the purposes of this agreement, or shall be contracted to
exclude lands not within any participating area whenever such expansion or

contraction is necessary or advisable to conform with the purposes of this

N

agreement. Such expansion or contraction shall be affected in the following
manner:

() , Unit Operator, on its own motion, or on demand of the Director,
shall prepare a potice of proposed expansion or contraction describing the
contemplated changes in the boundaries of the unit area, the reasons therelor,

and the proposed effective date thereof, preferably the first day of a month

— o

subsequent to the date of notice,

(b) Said notice shall be delivered to the Director and copies thereof
| mailed to the 1ast known address of each working interest owner, lessee, and
lessor whose interests are affected, advising that 30 days will be allowed for
submission to the Unit Operator of any objections.

(c) Upon expiration of the 30-day period provided in the preceding
ftemn (b) hereof, Unit Operator shall file with the Director, evidence of mailing

-2 ' PTU22P_000595
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of the notice of expansion or contraction, and a copy of any objections thereto
which have been filed with the Unit Operator, together with an application

in sufficient number, for approvsal of such expansion or contraction and with
appropriate joinders.

(d) After due consideration of all pertinent information, the expansion
or contractjor shall, upon approval by the Director, become effective as of
the date p‘rescr(bed in the notice hereof.

(e} All legal subdivuionn of unitized lands (i, e,, 40 acres by Govern-
ment survey or its nearest lot or tract equivalent {n instances of irregular
surveys, however, unusually large Iots or tracts shall be considered in

. multiples of 40 acres, or the nearest aliquot equivalent thereo!l, for the purpose
of elimination under this subsection), po parts of which are entitled to be in
a participating arex within five years after the first day of the month following
the effective date of the first initial participating area established under this
unit agreement, shall be eliminated automatically from this agreement,
effective as of the first day thereafter, and such lands shall no longer be a
part of the unit area and shall no longer be subject to this agreement except

" as provided in Paragraph 18 ([}, unless at the expiration of said five-year
period diligent drilling operations are in progress on unitized lands not
entitled to participation, in which event all such lands shall remain subject
hereto for so long as guch drilling operations are continued dﬂlger.atly, with
pot more than six (6) months time elapsing between the completion of one
guch well and the commencement of the next such well, except that the time
allowed between such wells shall not expire earlier than 30 days after the
expiration of any period of time during which drilling operations are pre~
vented by & matter beyond the reasonable control of Unit Operator, as set
forth in the section hereof entitled ‘Unavoidable Delay"; provided that all
legal subdivisions of lands not in a participating area and not entitled to
become participating under the applicable provigions of this agreement within
10 years after the first day of the month following the effective date of said
first initial participating area shall be eliminated as above specified. De-

termination of creditable "unavoidable delay' time shall be made by Unit

Operator and subject to approval of the Director. The Unit Operator shall,

within 90 days after the effective dale of any elimination hereunder, describe
the area 50 eliminated to the satisfaction of the Director and promptly notify
all parties in interest,

If condftions warrant extension of the ten-year period specified in
this Subsection 2 (e), @ single extension of not to exceed two years may be

sccomplished by consent of the owners of ninety percent of the current unitized

-3- PTU22P_000596
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working Interests and sixty percent of the current unitized basic royalty
interests (exclusive of the basic royalty interests of the state) on & total
noaparticipating-acreage basis, respectively, with approval of the Commissioner
provided such extension application is submitted to the Director not later

than 60 days prior to the expiration of said ten-year period.

Any expansion of the unit area pursuant to this section which embraces
lands theretofore eliminated pursuant to this Subsection 2 (e) shall not be
considered automatic commitment or recommitment of such lands.

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land com-
mitted to this agreement shall constitute land referred to herein as "unitized
land' or ''land subject to this agreement”, Al oil and gas in any and all for~
mations of the unitized land are unitized under the terms of this agreement
and herein are called ''unitized substances'’.

4. UNIT OPERATOR. EXXON CORPORATION, with offices at
Houston, Texas is hereby designated as Unit Operator and by signature hereto
as Unit Operator and as working interest owner commits to this agreement
all interests in unitized substances vested in it and agrees and consents to
accept the duties and obligations of Unit Operator for discovery, development
and production of unitized substances as hereln provided. Whenever reference

is made herein to the Unit Operator, such reference means the Unit Operator
acting in that capacity and pot as an owner of interest in unitized éubstances,
and the term "working interest owner' when used herein shall include or
refer to Unit Operator as the owner of a working interest when such an interest
is owned by it,

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator
shall have the right to resign at any time prior to the establishment of a

participating area or areas hereunder, but such resignation shall not become
effective 50 a5 to release Unit Operator from the duties and obligations of Unit
Operator and terminate Unit Operator's rights as such for a period of six
months after notice of intention to resign has been served by Unit Operator
on &1l working interest owners and the Director, and until all wells then
drilled hereunder are placed in a satisfactory condition for suspension or
abandonment, whichever is required by the Director as to State and privately
owned lands, unless & new Unit Operator shall have been selected and approved
and shall have taken over and assumed the duties and obligations of Unit
Operator prior to the expiration of said period.

Unit Operator shall have the right to resign w like manner and
subject to like limitations, as above provided, at any time a participating

area established hereunder {5 in existence but, in all instances of resignation

PTU22P_000597
-4-

o e e e e R G G R o] Y e o g ek $ o td L e

Exc. 000041 PTU REC_001256



or removal, untll a successor Unit Operator {s selected and epproved as
hereinafter provided, the working inlerest owners ghall be jointly Tespon-

aible for performance of the duties of Unit Operator, and shall not later than

30 days before such resigmﬂon or removal becomes effective appoint a common
sgent to represent them in any action to be taken hereunder.

The resignation of Unit Operator shall not release Unit Opersator from
any liability for any default by it hereunder occurring prior the effective
dsate of its re;lgﬁatlon.

The Unit Operstor muy, upon defsult or fallure in the performance of
itg duties or obligations hereunder, be subject to removal by‘,the same per-
centage vote of the owners of working interests determined {n like manner as
berein provided for the Belection of a new Unit Operator, Such removal shall
be effective upon notice thereof to the Director.

The resignation or removal of Unit Operator under thig agreement
shall potf terminate its right, title, or interest ag the owner of & working interest
or other interest in unitized substances, but upon the resignation or removal
of Unit Operator becoming effective, such Unit Operator shall deliver posses-
sion of all equipment, materials, and appurtenances used ln copducting the
upit operations snd owned by the working interest owners to the new duly
quallfied successor Unit Operator or to the owners thereof If no such new
Unit Operator is elected, to be used for the purpouse of conducting unit operations
hereunder. Nothing herein shall be construed as authorizlng ramoval of any
material, equipment and sppurtenancee neaded for the preservation of any
wells,

8. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator
shall tender his or itg resignation as Unit Operidtor, or shall be removed a5
hereinahove provided, or a change of Unit Operator is negotiated by working
{nterest owners, the owners of the working interests in the participating area
or’nreu according to their reaspective acreage interests in such participating
area or areas, or until a participating area shall have been established, the
owners of the working interests according to their respective acreage interegts
in all unitized land, shall by majority vote select & successor Unit Operator;
provided that, if a majority but less than 75 percent of the working interests
qualified to vote are owned by one party to this agreement, a concurring vote
of one or more additional working interest owners shall be required to select
a new operator, Such selection ghall not become eflective uatfl:

(2} 8 Unit Operator so selected shall accept in writing the duties
and responsibilities of Unit Operator, and

(b) the selection shall have been filed with and approved by the

s PTU22P_000598

L I T e RO e AP U N A IR

it o s

Exc. 000042 PTU REC_001257

b

.

-,




) — il

[P PRISPIP NG SIS TE BT RRIT TN SR " Y e

Director. I no successor Unit Operator {s selected and qualified as herein
provided, the Commissioner at his election may declare this Unit Agreement
terminated.
7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT.
If the Unit Operator is not the sole owner of working intéresta, costs and
expenses incurred by Unit Operator in conducting unit operations hereunder
shall be paid and apportioned among and borne by the owners of working
interests, all in accordance with the agreement or agreements entered into
by and between the Unit Operator and the owners of working interests, whether
one or more, separately or collectively. Any agreement or agreements
entered into between the working interest owners and the Unit Operator as
provided in this section, whether one or more, are hereln referred to as the
"Unit Operating Agreement'. Such unit operating agreement shall also pro-
vide the manner in which the working interest owners shall be entitled to
receive their respective proportjonate and allocated share of the benefits
accruing hereto in conformity with their underlying operating agreements,
leases, or other independent contracts, and such other rights and obligations
as between Unit Operator and the working interest owners as may be agreed upon
by Unit Operator and the working interest owners; however, no such unit
operating agreement shall be deemed elther to modify any of the terms and
conditions of this unit agreement or to relieve the Unit Operator of any
right or obligation established under this unit agreemesnt, and in case of
any inconsistency or conflict between the unit agreement and the unit operating
agreement, this unit agreement shall prevail. Three (3) true copies of any
unit operating agreement execuled pursuant to this section shall be fijed
with the Director within ninety (90) days after the effective date of this unit
agreement or such later date as may be agreed to by the parties hereto and
the Commissioner, In the event copies of the unit operating egreement are not
{{led as hereinabove provided, this unit shall terminate,

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except a&s
otherwise specifically provided herein, the exclusive right, privilege, and
duty of exercising any and all rights of the parties hereto which are necessary
or convenient for prospecting for, producing, storing, allocating, and dis-
tributing the unitized substances are hereby delegated to and shall be exercised
by the Unit Operator as herein provided. Acceptable evidence of title to
said x;ighfs shall be deposited with said Unit Operator &nd, together with
this sgreement, shall constitute and define the rights, privileges, and
obligations of Unit Operator, Nothing herein, however, shall be construed

to transfer title to any land or to any lease or operating agreement, it being
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understood that under this agreement the Unit Operator, In its capacity as
Unit Operator, shall exercise the rights of possession and use vesied in the
part{es hereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY. Within § monthas afler the effective
date bereof, the Unit Operator shall begin to drill an adequate test well at
s location approved by the Director, unless on such effective date a well is
being drilled conformably with the terms hereof, and thereafter continue
such drilling diligently until the top iOO feet of the Pre-Misaissippian formation
has been tested or until at a lesser depth unitized gubstances shald be discovered
which can be produced (n paying quantities {to wit: quantities sufficient to
repay the costs of drilling, and producing operations, with a reasonable prolit}
or the Unit Operator shall at any time establish to the satisfaction of the
Director that further drilling of said well would be unwarranted or impracticable,
provided, however, that Unit Operator shall not in any event be reguired to
dril] gaid well to a depth In excess of 13, 500 feet. Until the dimcavery of a
depoeit of unitized substances under this unit agreement capable of being
produced {n paying quantities, the Unit Operator shall commence by January 1}
of each drilling season at lesgt one well and continue drilling diligently until
& well capable of producing unitized substances in paying quantities {5 completed
to the satisfaction of the Director or until it {5 reasonably proved that the
unitized land is incapable of producing unitized substances in paylng quantities
in the formatjons drilled hereunder.

Nothing in this section shall be deemed to limit the right of the Unit
Operator to resign ag provided in Section 5 hereof, or as requiring Unit
Operator to commence or continue any drilling during the period pending such
resignation becoming effective in order to comply with the requirements of
this gection, The Commissioner may modify the drilling requirements of
this section by granting reascnable extensions of time when, in hl'n opinion,
such action is warranted,

Upon fallure to commence any well provided for in this section within
the t{me sllowed, Including any extension of ftme grantsd by the Commissioner,
this agreement wil automsatically terminate; uwpon faflure to contjinue drilling
dlligently any well cormmmenced hereunder, the Commissioner may, after
15 daye notice to the Unit Operator, declare this unit agreement terminated.

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION., Within
six months after completion of a well capable of producing unitized substances
in paying quentities, the Unit Operator shall submlit for the approval of the
Director an acceptable plan of development and operation for the unitized
1and which, when spproved by the .Director, shall constitute the jurther drilling

-1~ PTU22P_000600

ot wpms a ey A WA s LS =R

B LI

Exc. 000044

e

PTU REC_001259

T

[y

AU

[

bonon b



I (o o

and operating obligations of the Unit Operator under this agreement for the
period specified therein, Thereafter, from time to time before tne expiration
of any existing plan, the Unit Operator shall submit for the approval of the
Director a plan for an additional specified period for the development and
operation of the unitized land. The Unit Operator expressly covenants to
develop the unit area as a reasonably prudent operator in a reasonably prudent
manner, _ )

Any plan submitted pursuant to this section shall provide for the
exploration of the unitized area and for the diligent drilling necessary for
determination of the area or areas thereof capable of producing unitized
substapces in paying quantities {n each and every productive formation and
shall be as complete and adequate as the Director may determine to be necessary
for timely development and proper conservation of the ofl and gas resources
of the unitized area, and shall:

(a) specify the number and location of any wells to be drilled and
the proposed order and time for such drilling; and,

{b) to the extent practicable, specify the operating practices re-
garded as necessary and advisable for the proper conservation of natural
resources.

Separate plans may be submitted for separate productive zenes, sub-

ject to the approval of the Director.
Said plan or plans shall be modified or supplemented when necessary

to meet changed conditions, or to protect the interests of all parties to this
agreement. Reasonable diligence shall be exercised in complying with the
obligations of the spproved plan of development, The Director is authorized
to grant a reasonable extension of the six-month period herein prescribed
for submission of an {nitial plan of development where such action is justified
because of unusual conditions or circumstances, After completion here-
under of & well capable of producing unitized substances in paying quantities,
00 further wells, except such as may be necessary to 8fford protection
against operations not under thiz agreement or such as may be specifically
approved by the Director shall be drilled except in accordance with a plan
of development approved as herein provided.

11" PA;;‘;';@@;};QQAFTER DISCOVERY. [Upon completion of &
well cnpnblé ofiproducing unitized substances in paying quantities, the Unit

Operator shall within the month of such completion, If practicable, or as

soon thereafter as required by the Director, submit for approval by the
Director a schedule based on subdivisions of the public land survey or aliquot

parts thereof of all unitized land then regarded as reasonably proved to be
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productive of unitized substances in paying quantities; all lands in sald
schedule on appraval of the Director are to constitute a participating area,
effective a8 of the date of completion of such w}l.l or the eflective date of the
unit agreement, whichever is Ilteﬂ The acreages of both state and non- stiate
lands shall be based upon spproved protraction dhgramé or appropriate
computations from the courses and distances shown an the last approved
protraction diagram or public land survey as of the elfective date of the
{nitisl pnrtlcipnt}.ng area or computed with rererenée to the last approved pro-
traction survey or grida. Said lcheglule also shall get forth the pgrcentage of
upitized tract {o the participating area 2o established and shall govern the
allocation of production from and after the date the participating area becomes
elfactive. A separate participating area shall be established in like manner
for each separate pool or deposit of unitized substances or for any group
thereof produced a8 a single pool or zone, and any two or more participating
arzas so established may be combined into one with the consent o! the owners
of a1l working intereste in the lands within the participating areas so to be
combined, on epproval of the Director. The participating area or areas so
established ghall be revised from time to time, subject to Ike appraval,
whenever such action sppears proper as a result of further drilling eperations
or otherwise to Include additional land then regarded as reagonably proved
to be productive io paying quantities, or to exclude land then regarded as
ressonably proved not to be productive in paying quantities and the percentage
of allocatiop shall also be revised accordingly. The effective date of any
revision shall be the first of the month in which {s obtained the knowledge or
information on which such revision i{s predicated, provided, however, that
a more appropriate effect{ve date may bs used U justilied by the Unit Operator
and approved by the Director. No land shall be excluded from a participating
area on account of depletion of the unitized substances.

It is the intent of this section that a participating area shall represent
the ares-knows or reasonably egtimated to be productive In paying quantities;
but, reprdle'u of any revision of the participating area, nothing herein
contained shall be construed as requiring any retroactive adjustment for
production obtained prior ta the effective date of the revision of the par-

ticipating area, .
In the absence of agreement at any time between the Unit Operator

and the Director as to the proper definition or redefinition of a participating
area, or unti! 8 participating area has, or areas have, been eslablished ag
provided hereln, the portion of all payments affected thereby may be im-

pounded {n 8 manner mutually acceptable to the owners of working interests,
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except royslties due the State of Alaska, which shall be determined by the
Dlrector for state Jands and the amcuxt thereof deposited, as dirccted by
the Director, to be held as un:urn'ed money until a participating srea is
flnally approved and then applied as.earned or returned in accordance with a
determination of the sum due sa state royalty on the basis of such approved
participating area,

Upoo the request of the operator or working interest owners, the
Directar shall hold as confidentlal any engineering, geophysical, geological
data including but not limited to drﬂ;Lng lo-gs, daily drilling reporis or any
other data of 1lke or similar nature which may be requested or required by
the Director for any purpose 6! thisz agreement.

Whenever it is determined, subject to the approval of the Director,
thst 8 well drilled under this agreement iz not capable of production in paying
quantities and inclusion of the land pa which it is situated in a participating
area {8 unwarraated, production {rom such well shall, for the purposes of
gettlement among all parties other than working {nterest owners, be allocated
to the land on which the well is located g0 long a8 such land is not within a
participating ares establlshed for the pool or deposit from which such pro-
duction {5 obtained. Settlement for working interest beaeflts Irom such a
well shall be made ag provided in the unit operating agreement,

12, ALLOCATION OF PRODUCTION. Al unitized substances pro-

suced from each particioating area established under this agreement, except

any part thereof used In conformity with good ocperating practices within the

unitized area for drilling, operating, camp and other production or development
purposeg, for repressuring or recycling in scecordance with a plan of

/-aeve]opment approved by the Director, or unavoidably lost, shall be deemed
S e ———

to be produced equa ‘agres ais'jlro_m the several tracts of
unitized hp:l_;t the pnrtlctpnt;.ng area estafﬂlﬁhed for such produ;ct jon and,

for the purpoge of determining any benefits eceruing under thig agreement,
each puch tract of unitized land shall have ailocated to it such percentage

of said preduction an the number of grrep of such tract included In said
participating ares bears to the total ic;ea of ungizgg gnng in said participating
ares,'exce '{hlt allocation of productﬁhereunde‘r for purposés other than
for scttlement of the royalty, overriding royalty, or payment out of production
obligations of the respective working interest owners, shall be on the basis

rescribed in the unit operat : ol whether i ty with 1
prescrided in op! ing agreement her in conformity with the

" basgis of sllocation herein set forth or otherwise, It i{s hereby agreed that

production of unitized substances [rom a participating area snall be allocated

as provided herein regardless of whether any wells are drilled on any particular
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part or tract of said participating area. I any gas produced from one par-
ticiparing ares is uged for repressuring or recycling purposes {n ansther
participating area, the [irst gas withdrawn [rom such last mentioned par-
ticlpating ares for sale during the l1ife of this agreement shall be considered
to be the gas so transferred until an amount equal to that transferred shall
be 5o produced for sale and such gas shall be allocated to the participating
area [rom which [nitially produced as constituted at the time of such final
production. - .

13, DEVELOFMENT OR OPERATION OF NON-PARTICIPATING
LAND OR FORMATIONS. Any party or parties hereto owning or controlling

the working i{nterests in any unitized land having thereon a regular well location

may, with the approvul of the Director, and subject to the nonconflicting
provisions of the unit operating agreement, at such party's or parties' sole
risk, costs, and expense, drill a well at such locatlon on such land to test
any formation for which a participating area has not been established or to
test any formation for which a participating area has been established {f such
location is not within said participating area, unless within 90 days of receipt
of notice from said party of his intention to drill the well the Unit Operator
elects and commences to drill such a well in like manner as other wells

are drilled by the Unit Operator under this agreement.

If any well drilled a5 aforesaid by 8 working interest owner results
in production such that the land upon which it 1s situated may properly be
included in 3 participating area, such participating area shall be established
or enlarged as provided in this agreement and the well shall thereafter be
operated by the Unit Operator in accordasnce with the terms of this agreement
and the unit operating agreement.

If any well drilled as aforesaid by a working interest owner obtains
production in quantities insufficient to justify the inclusion In a participating
area of the land upon which such well is situated, such well may be operated
and produced by the party drilling the same subject to the conservation
requirements of this agreement, The royalties in amount or value of pro-
duction from any such well shall be paid as specified in the underlying
lease and agreements alfected.

14. ROYALTY SETTLEMENT. The State of Alaska and all royalty
owners who, under existing contract, are entitled to take in kind a share of

‘.ae substances now unitized hereunder produced from any tract, shall here-

after be entitled to the right to take in kind their share of the unitized substances

allocated to such tract, and Unit Operator, or in case of the operation of a

we.l by \ worklng interest owner &5 herein in special cases provided for, such
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3 ‘workling intcrest owner shall make deliverics of such ruyalty share taken

‘ In kind ia conformity with the applicable contracts, laws and regulatiens. -
.Scltlement for royally Interest nol taken in Kind shall be made by working
interest owners responsible therclor under existing contracts, laws and
regulations on or before the last day of cach month [or unitized substances

péoduccd Zuring the preceding calendar month; provided, however, that

nothing herein contained shall operate to relicve the less'ees of any land {rom
iheir regpective lease obligations for the payment of any royalties due under

their leases. -Nadsdustioeford m&mﬁ:ﬁwﬁ%‘z )

.
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If gas obtalned from lands not subject to this agreement is introduced

into any perticipaling area hereunder, for use in repressuring, stimulation of
production, or ipcreasing ultimate recovery, which shall be in conformity

with a plan first spproved by the Director, a like amount of gas, after settle-

ment s heein provided for any gas transferred from any other 'participating

erea and with due allowance for loss or depletion from any cause, may be :

S i

withdrawa from the formation into which the gas was introduced, royalty
free ag to dry gas, but not as to the products extracted therefrom; provided
that such withdrawal shall be at such time as may be provided in the plan of
operatioss or as may otherwise be consented to by Director as conforining
to good petroleum engineering practice; and provided further that such right
of withdrzwal shall terminate on the termination of this unit 2greement.
Ro_ralt.y due on mccount of the State of Alaska shall be computed and
-paid as to2ll unitized substances on the basis of the amounts allocated to
such lacds, and in 2ccordance with appropriate statutes and regulations,
15, RENTAL SETTLEMENT. Rental or minimum roy‘n]lie.. due on

IR esd e

leases committed hereto shall be paid ‘by working interest owners responsible
therefor under existing contracts, laws, and regulations, provided that
nothing kereln contained shall operate 1o relieve the lessees of any land
from iheir rcsp;ctive lcase obligations for the payment of any rental or
minimum royally ln lieu thereol due under their leases,
Rentals or minimum royalty on State of Alacka lands subject to this

agreem.nnl sh;ll be paid al the rates spcci{ied in the respective leases and
in accordance with appropriate statutes and regulations, )

© With r:spect to any leasc on non-state land containing provisions which

would terminale such lease unless drilling operations were within the time

{hcrein specified commenced upon the 1and covered thercby or rentals paifd
for the privitege of deferring such drilling operations, the rentals required

l thereby shall, netwithstanding any other provisions of this agreemant, be

-12- PTU22P_000605
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deemed to accrue and become payable during the term thereof as extended
by this agreement and therealter until the required drilling operations are
commenced upon the land covered thereby or gsome poﬁion of such land is
included within a participating area,

16, CONSERVATION. Operations hereunder and production of unitized
substances shall be conducted to provide for the most economical and eff{cient
recovery of said substances without waste, as defined by or pursuant to
state law or xjegﬁlltion.

17. DRAINAGE. The Unit Qperator shall take appropriate and adequate
meagures to prevent drainage of unitized substances from unitized land by
wells on land not subject to this agreement, or, with prior consent of the
Director, pursuant to applicable regulations, pay a fair and reasonable
compensatory royalty as determined by and approved by the Director for state
land leases. ’ '

18, LEASES AND CONTRACTS CONFORMED AND EXTENDED. The
terms, conditions and provigions of all leases, subleases and other contracts
relating to exploration, drilling, development or operation for oil or gas on
lands committed to this agreement are hereby expressly modified and amended
to the extent necessnr.y to make the same conform to the provisions hereof,
but otherwise to remain in full force and effect; and the parties hereto hereby
consent that the Director as to state leases shall and, by his approval hereof
or by the npprovnl-hereof by his duly authorized representative, does hereby
establish, alter, change or revoke the drilling, producing, rental, minimum
royalty and royalty requirements of state leases committed hereto and the
regulations in respect thereto and conform said requirementis to the provisions
of this agreement and, without limiting the generality of the foregoing, all
leases, subleages, and coatracts are particularly modified in accordance with
the following:

(a) The development and operation of lands subject to this agreement
under the terms hereof shall be deemed full performance of all obligations
for development and operation with respect to each and every part or separately
owned tract subject to this agreement, regardless of whether there is any
development of any particular part or tract of the unit area, notwithstanding
anything to the contrary in any lease, operating agreement or other contract
by and between the parties hereto, or their respective predecessors in
interest, or any of them.

(b) Drilling and producing operations performed hereunder upon any
tract of unitized lands will be accepted and deemed to be performed upon and
for the benefil of each and every tract of unitized land, and no lease shall
be deemed to expire by reason of faflure to drill or produce wells situated

on the land therein embraced.
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{c) Suspension of drilling or producing operktiong on all unitized

lands pureuant to direction or consent of the Commissioner or hiv duly
authorized representative, shall be deemed to constitute such suspension
pursuant to such direction or consent a5 to each and every tract of unitized
land.

(d) Each lease, sublease or contract relating to the exploration,

dr{lling, development or operation for oil or gas of lands, committed to this

agreement, which, by its terms might expire prior to ths termination of this
agreement, {s hereby extended beyond any such term so provided:therein so
that it shall be continued in full force and effect for and during the term

of this ngreement.
{e) Any lexse embracing land of the State of Alaska having only a
portion of iis lands committed hereto, shall be sepregated as to the portion

committed and the portion not committed, and the provisions of such lease
shall apply separately to such segregated portions commencing as of the

effective date herec!; provided, however, notwithstanding any of the provisions

™

of this agreement to the contrary, any lease embracing lands of the State
of Alasks having only a portion of ita lands cormmitied hereto ghall continue
in full force and effect beyond the term provided therein as to all lands

]

embraced in such lease if ofl or gas is discovered apnd i& capable of being
) produced in paying quantities from some part of the land embraced in such
leage at the time of approval of the unit agreement by the State of Alaska or

if at the time of approval of the unit agreement by the state the lessee or
the Unit Operator is then engaged in bona fide drilling or reworking operations
on some part of the lands embraced in such lease, the same &5 to all lands

embraced therein shall remain in full force and effect 50 long as such
operations are being diligently prosecuted, and if they result in the pro-
duction of ol or gas In paying quantities, said lease shall continue in full
force and effect &5 to 811 of the lands embraced therein po long thereafter as
- eflor g'l.s in paying qQuantities {6 being produced from any portion of said
leasen, provided, however, that any such lease ag to the nonunitized portion
shall continue In force and effect for the term thereof, but for not less than
two yeara from the date of such zegregation and 50 loag therealer as oil or
gas ix produced {o paying quantities,
Any state lease hiving production in paying quantities, as defined in

this aéreement, on said lease prior to commitment to this agreement shall
not be segregated. The noaunitized portion shall not participate in the unit
area but shall be extended by virtue of the production on the unitized portion
and so long a5 it produces in paying quantities, Nothing herein shall operate

to excuse further development on the portion lying outside the unit area
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where the circumstances would require u reasonably prudent lessee to further
development, )

(0 Where some portion of u lease {3 Included within the final par-
ticipating srea is provided in Paragraph 2 (e of th(l’agi—eemem, the following
shall &pply as tothe area of the lease lands rot 50 included fn the final
participating srex shall be eliminated ay in Paragraph 2 (e) of this agree-
ment and shall termingte after the expiration of 80 days. The entire lease
shall coatinue inforce and eilfect so long tharealler as production ls allocated
tc a portion of suid lease and so long as annusl rentals are paid oA the portien
not within the pirticipating area. The first rentsl payment is due and payable
on the Iirst day ifter the expiration of the above mentioned 90-day period
with allowance Kr proration of rentals, Theredfter, annual rentsls are due
and payable on the anniversary date of the leage.

19, COVENANTS RUN WITH LAND. The covenants herein shall be
conatruea to be tovenants running with the land with respect to the interest of
the parties hereto and thelr auccessors in interest until this agreement
terminates, andany grant, transfer or conveyance of interest in land or
leases subject hereto shall be and hereby is conditioned upon the assumption
of all privilegesand obligatfons hereunder by the grantee, transferee or
other successor ininterest. No essignment or transfer or any wdrking
interest, royaltyor other interest subject hereto shall be binding upon Unit
Operator uatfl the first day of the calendar month after Unit Operator is
furnished with the original, photostatic or certified copy of the instrument
of trapsfer.

20. EFFECTIVE DATE AND TERM. This agreement shall become
effective upon epprovel by the Commissioner or his duly authorlzed repre~
pentative as of the date of approval by the Commissioner and ghall terminate
tive (5) years {rom said effective date unless:

(o) suchdale of expiration {5 extended by the CommIissioner, or

(b} 1 is ressonsbly determined prior to the expiration of the fixed
term or any extension thereof that the unitized land is incapable of production
of unitized substinces in paying quantities {n the formations tested hereunder

and after notice of intention to terminate the agreement on such ground is

given by the Unit Operator to all parties In interest at thelr last known
addrecsses, the ajreement i5 terminated with the approval of the Commissioner,
or

(c) avalwble discovery of unitized substances has been made or
accepted on unithedland during said initial term or any extension thereef,
in which event the agreement shall remalin in effect for such term and so

1ong as unitized substances can be produced in quaniities sulficient to pay for
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the cost of producing same from wells on unitized land within any participating
sres established hereunder and, should production cease, 8o long thereaflter
as diligent operations are in progress for the restoration of production or
discovery of new production and 80 long thereafter as the unitized substances
g0 discovered can be produced as aforesaid, or .

(d) {t is terminated as heretofore provided in this agreement,

This sgreement may be terminsted at any time by not less than 75 per
centum, on anacreage basis, of the owners of working interests signatory
hereto, with the approval of the Coinmissloner: notice or‘lny such approval
to be given by the Unit Operstor to all parties hereto. ‘

21, RATEOF PROSPECTING, DEVELOPMENT AND PRODUCTION.

The Director {5 hereby vested with authority to alter or modify from time to
time in his discretion the quantity and rate of production under this agreement
when such quantit;v and rate is not fixed pUréuant to state law or does not
conform to any statew!de voluntary conservation or allocation program which
{e established, recognized and generally adhered to by the majority of
operstors in guch state, such authority being hereby limited to alternation

or modification in the public interest, the purpose thereof and the public interest
to be served thereby to be stated in the order of alteration or modification,
Without regard to the foregoing, the Director is also hereby vested with
suthority to alter or modify from time to time at his discretion th; rate of
prospecting and development and the quantity and rate of production under

this agreement when such alteration or modification is in the Interest of
attaining the conservation objectives stated in this agreement and is not in
violation of any applicable state law,

Powers in this section vested in the Director shall only be exercised
after potice to Unit Operator and opportunity for hearing to be held not less
than filteen (15) days [rom notice,

22, APPEARANCES. Unit Operator shall, after notice to other
parties affected, have the right to appear for and on behalf of any &nd all in-
terests affected hereby before the Commissioner of the Department of
Natural Resources of the State of Alagka and to appeal from orders {ssued under
the regulations of said department, or to apply for relief from any said reg-
ulations or in any proceedings relative to operations before the Commissioner
or any other legally constituted authority; provided, however, that any other
interested party shall also have the right at his own expense to be heard in
any such proceeding. k

23, NOTICES. All notices, demands or statements required hereunder
to be given or rendered to the parties hereto shall be deemed fully given {f

given In writing and personally delivered to the party or sent by postpaid

-16~
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registered mail or certified mail, addressed to such party or partles at
their respective sddresses pet forth In coanection with the signotures hereto
or the ratification or consent hereof or to such other nadreas as any such
party may have furnished {n writing to the party sending the notice, demand
or &tatesuent,

24. NO WAIVER OF CERTAIN RIGHTS, Nothing in this agreement
contained shsll be construed as 2 waiver by any party hereto ol the right to

assert any legal or conatitutional right or defense lj to the validity or invalidity

of any law of the state or of the Umh’:d States, or regulations issugd there-
under in any way affecting such party, or ag a waiver by any such party or
any right beyond hig or its authority to waive,

25, UNAVOIDABLE DELAY. Al obligations under this agreement
requiring the Unit Operator to commence or continue drllling or to operate
on or produce unitized substances from any of the lands covered by this
agreement shall be suspended while, but only so long as, the Unit Operator
derpite the exercise of due care and diligence iz prevented from complying
with such obiigations, in whole or in part, by strikes, acts of God, Federal,
State or Municipal law or agencies, unavddable accidents, uncontrollable
delsys in transportation, {nability to obtain neceseary materials in open
market, or other matters beyond the reascnable control of the Unit Operator
whether similar to matters hereln enumerated or not.

28, NONDISCRIMINATION, In connection with the performance of
work under thia agreement, the operator agrees to comply with all of the
provisions of Section 202 (1) thru (7) inclusive, of Executive Order 11245
(30 F.R. 12318), which are hereby incorporated by reference into this
agreement,

27. LOSS50OF TTTLE. In the eveni title to any tract of uritized land
shall fa{l and the true owner cannot be {nduced to joiln in this unit egreement,
such tract shall be antomatically regarded as not committed hereto and
there shall be such readjustment of future costs and benefits as may be
required on account of the loss of such title, In the event of a dispute ua to

title as to any royalty, working interest or other interests subject thereto,
payment or delivery on account thereof may be withheld without l{ebility
for interest unmtil the dispute is finally settled; provided that, ax to state
land or leases, no payments of funds due the State of Alaska ghould be withheld,
but such funds of the State of Alaska shall be deposited as directed by the
Commissioner, to be held as unearned money pending [inal settlement of
the title dispute, and then applied a5 earned oi- returned {n accordance with

such final settlement,
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Unit Operator a8 such Is relieved from any responsibility for any

defect or fallure of any title hereunder, .
28, NON-JOINDER AND SUBSEQUENT JOINDER. LU the owner of
any substantizl interest in a tract within the unit area fails or refusea to

subgcribe or congent to this agreement, the owner of the working interest in
that tract may withdraw sald tract {rom this agreemeant by written notice to
the Director and the Unit Operator prior to the approval of this agreement by

the Commissioner. Any oil or gas interests in lands within the unit area
not committed hereto prior to submissioa of this agreement for {ipal approval

may thereafter be committed hereto by the owner or owners thereof sub-

scribing or consenting to this agreement, and if the interest {5 & working
interest, by the owner of such interest also subscribing to the unit operating
sgreement. After operations are commenced hereunder, the right of sub~

sequent joinder, as provided {n this section, by a working interest owner is
subject to such requirements or approvals, if any, pertaining to such joinder,
88 may be provided for in the unit operating agreement. After fina] approval

hereof, joinder by & non-working interest owner must be consented to in
writing by the working interest owner committed hereto and responsible for
the paymeunt of any benefits that may accrue hereunder in behalf of such
non-working interest. Joinder by any owner of a non-working interest, at
any time, must be accompanied by appropriate joinder by the owner of the
corresponding working interest {n order for the interest to be regarded as
committed hereto, Joinder to the unit agreement by a working interest
owner, at any time, must be accompanied by appropriate joinder to the unit
operating agreement, i more than one committed working interest owner

{s involved, in order for the interest to be regarded as committed to this unit

A b s

agreement. Except as may otherwise herein be provided, subsequent
joinders to this agreement ghall be effective &g of the first day of the month
following the filing with the Director of duly executed counterparts of all
or any papers hecessary to establish effective commitment of any tract
to this agreement unless objection to such foinder {5 duly made within sixty
{60) days by the Director.

29, COUNTERPARTS. This agreement may be .executed in any
number of counterparts, no one of which needs to be executed by ell parties,

or may be ratified or consenied to by separate instrument in writing speclfically

referring hereto and shall be binding upon all those parties who have execnted

such a counterpart, ratification or consent hereto with the same force and
I effect a5 if all such parties had signed the same document and regardless

-18-
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of wheiher or not it 18 executed by &ll other parties owning or claiming an
interest in the laadg within the above described unit area. [:
3
30, Alask Resident Hire: All State of Alagka leases commlitted to i

gaid agreement are hereby altered to requires that the legsee and unit operator

shall comply withall valid and applicable laws and regulations with regard E
to hire of Alaska residents. Qualifjed Alaska residents shall be hired as 4
required in AS 38,40; lessee shall not discriminate against Alaska residents,

as prohibjted by AS 38. 40 and other applicable laws and regulations of the
State of Alaska, i

UNIT OPERATOR AND :
WORKING INTEREST OWNER

EXXON CORPORATION

Dated:

Dot cA §r/ 2 a4

Address: P, O, Box 2180
Houston, Texas 77001
Attenntlon: Division Manager
" Offshore/Alaska Division

STATE OF TEXAS )
) B8,
COUNTY OF HAERRIS )

Thix is to certify that on this 4th day of March , 1977, belore me,
the undersigned, s Notary Puflit In and for the State of Texas s
personally appeared CRANDALL D JONES
to be known and known to be the person{s) whose name(s} {g _ subscribed to the
withln instrument & Attorpey in Fact
o! EXXON CORPORATION , and acknowledged to me that
he subscribed the name of EXXON CORPORATION thereto as ;
principal and _his own name{s) asg Attorney in Fact .
J’N‘WJ'I‘_NESS WHEREOF, I have hereto set my hand and affixed my official seal the {j

“*'day mnd year in this certificate first above written.

5 By Y A Y .

P Nolary Pullic in and for Harris County, Texas E}
Mary M, Gulley ig

Syl'y tommission expires:
"May 17, 1978

PTU22P_00061 2
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