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State Corporation Commission
of Kansas

BEFORE THE STATE CORPORATION COMMISSION 
OF THE ST A TE OF KANSAS 

In the Matter of the Application of Canaday ) Docket No. 23-CONS- -CUNI ---
Oil Corporation for an Order Authorizing ) 
the Unitization and Unit Operation of the ) CONSER YA TION DIVISION 
Irons Morrow Sand Unit in Clark County, ) 
Kansas ) 
________________ ) License No. 5303 

APPLICATION 

Canaday Oil Corporation ("Canaday Oil") submits this Application for an order from the State 

Corporation Commission of the State of Kansas ("Commission") authorizing the unitization and unit 

operation of the Irons Morrow Sand Unit in Clark County, Kansas pursuant to K.S.A. 55-130 I, et. seq. 

In support of its Application, Canaday Oil alleges and states: 

I. Canaday Oil is a Kansas corporation and is duly licensed, authorized, and active and in 

good standing with the Kansas Secretary of State's office to do business in Kansas. Canaday Oil's 

business address is 2407 Saint Andrews Street, Goddard, Kansas 67052. 

2. The Commission issued Canaday Oil operator's license #5303, which is in full force and 

effect. 

3. One of Canaday Oil's owners, Grant M. Canaday, is a working interest owner in certain 

oil and gas leases covering the pool sought to be unitized pursuant to this Application. Canaday Oil 

operates said leases and is authorized to file this Application on Mr. Canaday's behalf. 

4. The proposed Irons Morrow Sand Unit would contain approximately 760 contiguous acres 

located in Clark County, Kansas ("Unit Area"), which acreage is depicted in Exhibit A to the Unit 

Agreement (Exhibit A), and more particularly described as follows: 

TRACT I: 

TRACT 2: 

TRACT 3: 

NW/4 Section 17-T30S-R24W, Clark County 

SW/4 Section 8-T30S-R24W, Clark County, and 
SE/4 Section 7-T30S-R24W, Clark County 

NW/4 Section 8-T30S-R24W, Clark County 
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TRACT 4: 

TRACT 5: 

E/2 NE/4 Section 7-T30S-R24W, Clark County 

NE/4 NE/4 Section 18-T30S-R24W, Clark County 

5. Pursuant to K.S.A. 55-1304(a)(2), Canaday Oil proposes to unitize and operate the oil 

rights only insofar as they cover the Morrow Sand Formation underlying the Unit Area of which the 

stratigraphic equivalent of which is shown to be between the depths of 5,300 feet and 5,340 feet to the 

Compensated Neutron Formation Density, dated July 23, 1988 in the Irons Unit #1-8 well located in the 

West Half of the Southwest Quarter of the Southwest Quarter (W/2 SW/4 SW/4) of Section 8, Township 

30 South, Range 24 West, Clark County, Kansas ("Unitized Formation"). 

6. The Unitized Formation contains underground accumulations of oil in one or more natural 

reservoirs in communication so as to constitute a single pressure system (i.e., a pool). Canaday Oil intends 

to conduct an enhanced oil recovery project within the Unitized Formation which would involve injecting 

water, gas, or other fluids, or any combination thereof, into the Unitized Formation in a patterned flood to 

increase reservoir pressure and displace oil from injection wells towards producing well bores to efficiently 

and economically increase the ultimate recovery of oil from the pool within the Unitized Formation. 

7. Oil produced from the Irons Morrow Sand Unit will be allocated across the five above-

described tracts based upon the following three weighted participation factors: 

50% Historical oil production 

30% Acre-feet derived from the Morrow Sand Isopach Map (Exhibit E to the Unit 

Agreement (Exhibit A)) 

20% Usable wells 

The oil production to be allocated to each of the five tracts is set forth in Table 1 to the Unit Agreement 

(Exhibit A). Exhibit C to the Unit Agreement (Exhibit A) describes how produced oil will be allocated 

among the various interest owners of each tract based upon such tract participations. 

8. Canaday Oil will be the unit operator. 
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9. The unitized management, operation, and further development of the pool within the 

Unitized Formation is economically feasible and reasonably necessary to prevent waste, and thereby will 

increase substantially the ultimate recovery of oil. See K.S.A. 55-l 304(a)(2). 

10. The value of the estimated additional recovery of the oil from the Unitized Formation 

substantially exceeds the estimated additional cost incident to conducting the proposed enhanced recovery 

operations. See K.S.A. 55-l 304(b ). 

11. The Unit Agreement and Unit Operating Agreement comprising Canaday Oil's plan for 

unit operations ("Plan") are attached hereto as "Exhibit A" and "Exhibit B," respectively. The proposed 

operations outlined in the Plan are fair, reasonable, and equitable to all interest owners. See K.S.A. 55-

l 304(c). 

12. As of the date of this Application, the Plan for unit operations has been approved by 

87.74% of the persons required to pay the costs of unit operations and by 89.19% of the owners of the 

production or proceeds that will be credited to royalties, excluding overriding royalties or other like 

interests carved out of the leasehold estate. Canaday Oil can furnish the written consents from the interest 

owners upon request. 

13. Attached as "Exhibit C" is a list of the names and addresses of all oil and gas lessees, 

lessors, mineral owners, and mortgagees of oil and gas interests having an interest in the Unit Area whose 

names and addresses Canaday Oil has been able to determine after diligent search and inquiry. The 

minerals owned by the Karen Lee Byerley Revocable Trust dated July 1, 2019, Louise Ann West, John 

Bair, Mark and Michelle Mahieu, Linda and Edward Mahieu, and O'Brien Family Trust of 2011 dated 

July 22, 2011 are currently unleased and are therefore "regarded as a working interest owner to the extent 

of a 7 /8 interest in and to such rights and a royalty owner to the extent of the remaining l /8 interest" 

pursuant to K.S.A. 55-1308. 

14. Canaday Oil has sent a copy of this Application and the Notice of Application by regular 

mail to all parties listed on Exhibit C, and is causing the Notice of Application to be published in The 
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Wichita Eagle and Clark County Gazette, the official newspaper for Clark County, Kansas. As a result, 

notice complies with K.S.A. 55-1310, K.S.A. 55-605, and K.A.R. 82-3-135a(d), and is lawful and proper 

in all respects. Each publisher's affidavit will be provided to the Commission upon and after the date of 

publication. 

15. Canaday Oil requests that the Commission issue an Order providing for the unitization 

and unit operation of the Irons Morrow Sand Unit pursuant to K.S.A. 55-1301, et seq. 

WHEREFORE, Canaday Oil prays that the Commission docket this Application and, if no written 

protest is received by the Commission within fifteen (15) days after Notice of the Application is published 

and has been duly provided to all interested parties, administratively grant this Application and issue an 

Order providing for the unitization and unit operation of the Irons Morrow Sand Unit comprised of the 

above-described lands pursuant to the Unit Agreement and Unit Operating Agreement. In the event a 

timely and proper protest is filed, Canaday Oil requests that the Commission set this Application for 

hearing and, upon such hearing, grant the requested order and provide for such other further relief as the 

Commission deems necessary and proper. 

Respectfully submitted, 

FOULSTON SlEFKIN LLP 

Robert J. McFadden (#27180) 
1551 N. Waterfront Parkway, Suite 100 
Wichita, Kansas 67206 
Office: (316)267-6371 
Fax: (316)267-6345 
Email: rmcfadden@foulston .com 

Attorneys for Canaday Oil Corporation 
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VERIFICATION 

ST A TE OF KANSAS ) 
) 

COUNTY OF SEDGWICK ) 

Robert J. McFadden, of lawful age, being first duly sworn upon oath states: 

That he is the attorney for Canaday Oil Corporation, and he has read the foregoing Application 
and is familiar with the contents and the statements made therein are true and correct to the best of his 
knowledge and belief. 

Robert J. McFadden 

SUBSCRIBED AND SWORN TO before me this rg:c day of October, 2023. 

~ N~~:~u~I~ ~S~~~~~;n~as 
My Appl Ex pires L\ oi-

My Commission Expires: t,/OU'Z,6l)I 

CERTIFICATE OF SERVICE 

I, Robert J. McFadden, hereby certify that on this s"' day of October, 2023, I caused true and 
correct copies of the following Notice of Application and the foregoing Application with its attached 
Exhibits A, B, and C to be electronically filed with the Conservation Division of the State Corporation 
Commission of the State and Kansas, and caused true and correct copies of the same to be mailed via 
United States mail, postage prepaid, to all interested parties listed in Exhibit C to the Application. 

Robert J. McFadden, #27180 
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BEFORE THE STATE CORPORATION COMMISSION 
OF THE STATE OF KANSAS 

In the Matter of the Application of Canaday ) Docket No. 23-CONS- -CUNI ---
Oil Corporation for an Order Authorizing ) 
the Unitization and Unit Operation of the ) CONSERVATION DIVISION 
Irons Morrow Sand Unit in Clark County, ) 
Kansas ) 
________________ ) License No. 5303 

NOTICE OF PENDING APPLICATION 

TO ALL OIL AND GAS OPERA TORS, PRODUCERS, OIL AND GAS LESSORS AND ROYALTY 
OWNERS, LANDOWNERS, MINERAL INTEREST OWNERS, MORTGAGEES OF OIL AND GAS 
INTERESTS, AND ALL PERSONS WHOMSOEVER CONCERNED: 

You, and each of you, are hereby notified that Canaday Oil Corporation ("Canaday Oil") has filed 
an application with the State Corporation Commission of the State of Kansas ("KCC") pursuant to K.S.A. 
55-1301, et seq., requesting an Order authorizing the unitization and unit operation of the Irons Morrow 
Sands Unit in Clark County, Kansas, consisting of the Morrow Sand Formation. The unit area subject to 
the requested Order is as follows: 

Township 30 South, Range 24 West: 
Section 7: SE/4; E/2 NE/4 
Section 8: W/2 
Section 17: NW/4 
Section 18: NE/4 NE/4 

You are further notified that unless written protest or request for hearing is received by the KCC 
within 15 days after publication of this Notice, the Application in this matter may be granted without 
hearing or further notice to any interested party. All objections and protests shall clearly state the reasons 
why granting the Application will cause waste, violate correlative rights, or pollute water resources. 
Objections or protests should be mailed to the KCC, Conservation Division, 266 North Main Street, Suite 
220, Wichita, Kansas 67202, with a copy to Canaday Oil's attorney below. All parties interested or 
concerned shall take notice of the foregoing and govern themselves accordingly. 

Robert J. McFadden, #27180 
FOULSTON SIEFKIN LLP 
1551 N. Waterfront Pkwy., Suite 100 
Wichita, Kansas 67206 
Office: (316) 267-6371 
Fax: (316)267-6345 

Attorneys for Canaday Oil Corporation 
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Exhibit A 

to the Application of Application of Canaday Oil Corporation (#5303) for an Order Authorizing 
the U nitization and Unit Operation of the Irons Morrow Sand Unit 

UNIT AGREEMENT 
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UNIT AGREEMENT 
IRONS MORROW SAND UNIT 

CLARK COUNTY KANSAS 
 

THIS AGREEMENT, entered into as of the   10th___   day of      April________    , 2023, by the parties who 
have signed the original of this instrument, a counterpart thereof, or other instrument agreeing to 
become a party hereto, 
 

WITNESSETH: 
 
WHEREAS, in the interest of the public welfare and to promote conservation and substantially 
increase the ultimate recovery of Unitized Substances from parts of the Fager Southeast and Appleton 
Northwest Fields, Clark County, Kansas, it is deemed necessary and desirable to enter into this 
Agreement to unitize the Oil and Gas Rights in and to the Morrow Sand Formation in order to conduct 
Unit Operations as herein provided and to protect the rights of the owners of Oil and Gas Rights 
therein, pursuant to K.S.A. 55-1301, et seq., or by unanimous approval of all Royalty Owners and 
Working Interest Owners. 
 
NOW, THEREFORE, in consideration of the premises and of the mutual agreements herein contained, 
it is agreed as follows: 
 

ARTICLE I 
DEFINITIONS 

 
As used in this Agreement: 
 

1.1 Unit Area is the land described by Tracts in Exhibit “B” and shown on Exhibit “A” as to 
which this Agreement becomes effective or to which it may be extended as herein provided. 
 

1.2 Unitized Formation shall mean the interval between 5300’ and 5340’ to the Compensated 
Neutron Formation Density dated July 23, 1988 in the Irons Unit #1-8 well, located W/2 SW SW 
Section 8-30S-24W, Clark County, Kansas. 
 

1.3 Unitized Substances are all oil, gas, gaseous substances, hydrocarbons or other 
marketable substances contained in or produced in association with such oil, gas, condensate, 
distillate, and all associated and constituent liquid or liquefiable hydrocarbons within or produced 
from the Unitized Formation, other than Outside Substances, as defined hereinafter. 
 

1.4 Working Interest is an interest in Unitized Substances by virtue of a lease, operating 
agreement, fee title or otherwise, including a carried interest, the owner of which interest is obligated 
to pay, either in cash or out of production or otherwise, a portion of the Unit Expense; however, the 
owner of Oil and Gas Rights that are free of lease or other instrument creating a Working Interest 
shall be regarded as a Working Interest Owner to the extent of a seven-eighths interest and a Royalty 
Owner to the extent of a one-eighth interest therein. A Royalty Interest created out of a Working 
Interest subsequent to the execution of this Agreement by the owner of such Working Interest shall 
continue to be subject to such Working Interest burdens and obligations that are stated in this 
Agreement and in the Unit Operating Agreement. 
 

1.5 Royalty Interest is a right to or interest in any portion of the Unitized Substances or 
proceeds thereof other than a Working Interest. 
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1.6 Royalty Owner is a Person hereto who owns a Royalty Interest. 
 
1.7 Working Interest Owner is a Person hereto who owns a Working Interest. 
 
1.8 Tract is the land described as such and given a Tract Number in Exhibit “B”. 

 
1.9 Unit Operating Agreement is the agreement entered into by Working Interest Owners, 

having the same effective date as the Effective Date of this Agreement, entitled “Unit Operating 
Agreement, Irons Morrow Sand Unit, Clark County, Kansas. 
 

1.10 Unit Operator is the Working Interest Owner designated by Working Interest Owners 
under the Unit Operating Agreement to conduct Unit Operations, acting as operator and not as a 
Working Interest Owner. 
 

1.11 Tract Participation is the decimal interest shown on Exhibit “C” for allocating Unitized 
Substances to a Tract. 
 

1.12 Unit Participation of a Working Interest Owner is the sum of the decimal interest 
obtained by multiplying the Working Interest of such Working Interest Owner in each Tract that 
qualifies for inclusion within the Unit Area by the Tract Participation of such Tract. 
 

1.13 Outside Substances are substances purchased or otherwise obtained for a consideration 
or other Unit Expense of Working Interest Owners and injected into the Unitized Formation. 
 

1.14 Oil and Gas Rights are the rights to explore, develop, and operate lands within the Unit 
Area for the production of Unitized Substances, or to share in the production so obtained or the 
proceeds thereof. 
 

1.15 Unit Operations are all operations conducted pursuant to this Agreement and the Unit 
Operating Agreement. 
 

1.16 Unit Equipment is all personal property, lease and well equipment, plants and other 
facilities and equipment taken over or otherwise acquired for the joint account for use in Unit 
Operations. 
 

1.17 Unit Expense is all cost, expense or indebtedness incurred by Working Interest Owners 
or Unit Operator pursuant to this Agreement and the Unit Operating Agreement for or on account of 
Unit Operations. 
 

1.18 Effective Date is the time and date this Agreement becomes effective as provided in 
Article 15. 
 

1.19 Person is any individual, corporation, partnership, association, receiver, trustee, curator, 
executor, administrator, guardian, tutor, fiduciary, or other representative of any kind, any 
department, agency, or instrumentality of the state, or any governmental subdivision thereof: or any 
other entity capable of holding an interest in the Unitized Formation. 
 

1.20 Corporation Commission shall mean the Corporation Commission of the State of Kansas. 
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ARTICLE 2 
EXHIBITS 

 
2.1   Exhibits. The following exhibits, which are attached hereto, are incorporated herein by 
reference: 
 

2.1.1 Exhibit “A” is a map that shows the boundary lines of the Irons Morrow Sand Unit Area 
and the Tracts therein. 

 
2.1.2 Exhibit “B” is a schedule that describes each Tract in the Irons Morrow Sand Unit Area. 
 
2.1.3 Exhibit “C” is a schedule that shows the Royalty Owners and Working Interest Owners 

that own an interest in each Tract and the Unit participation of each interest owner. 
 
 2.1.4 Exhibit "D" are excerpts from the Compensated Neutron Formation Density Log from the 
Irons #1-8 well showing formation tops.  
  
 2.1.5 Exhibit “E” is a Morrow Sand Net Pay Isopach Map for the Irons Morrow Sand Unit Area 
and the tracts therein. 
  
2.2 Reference to Exhibits. When a reference is made to an exhibit herein, it is to the exhibit as 
originally attached or, if revised, to the last revision 
 
2.3 Exhibits Considered Correct. Exhibits “A”, “B”, “C”, “D” and “E”  shall be considered to be correct 
until revised as herein provided. 
 
2.4 Correcting Errors. The descriptions of the respective Tracts have been established by using the 
best information available. If it subsequently appears that any Tract, because of diverse royalty or 
working interest ownership on the Effective Date, should have been subdivided or otherwise divided 
into more than one Tract, or that any mechanical miscalculation or clerical error has been made, Unit 
Operator, with the approval of Working Interest Owners, shall correct the mistake by revising the 
exhibits to conform to the facts. The revision shall not include any re-evaluation of engineering or 
geological interpretations used in determining Tract Participation. Exhibits will initially be corrected 
based on tide opinions obtained or furnished prior to the Unit becoming effective and thereafter, each 
such revision of an exhibit made after the Effective Date shall be effective as of 7:00 A.M. on the first 
day of the calendar month next following the filing for record of the revised exhibit or on such other 
date as may be determined by the Working Interest Owners and set forth in the revised exhibit. 
 
2.5 Filing Revised Exhibits. If an exhibit is revised, Unit Operator shall execute an appropriate 
instrument with the revised exhibit attached and file the same for record in the county or counties in 
which this Agreement is filed. 
 

ARTICLE 3 
CREATION AND EFFECT OF UNIT 

 
3.1 Oil and Gas Rights Unitized. All Oil and Gas Rights of Royalty Owners in and to the lands 
described in Exhibit “B”, and all Oil and Gas Rights of Working Interest Owner in and to said lands, 
are hereby unitized insofar as the respective Oil and Gas Rights pertain to the Unitized Formation, so  
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that Unit Operations may be conducted with respect to the Unitized Formation as if the Unit Area had 
been included in a single lease executed by all Royalty Owners, as lessors, in favor of all Working 
Interest Owners, as lessees, and as if the lease contained all of the provisions of this Agreement. 
 
3.2   Personal Property Excepted. All lease and well equipment, materials and other facilities 
heretofore or hereafter placed by any Working Interest Owners on the lands covered hereby shall be 
deemed to be and shall remain personal property belonging to and may be removed by Working 
Interest Owners. The rights and interests therein as among Working Interest Owners are set forth in 
the Unit Operating Agreement. 
 
3.3   Amendment of Leases and Other Agreements. The provisions of the various leases, agreements, 
division and transfer orders, or other instruments pertaining to the respective Tracts or the 
production therefrom are amended to the extent necessary to make them conform to the provisions 
of this Agreement, but otherwise shall remain in force and effect as provided therein. 
 
3.4 Continuation of Leases and Term Interests. For the purpose of giving effect to the terms and 
provisions related to the perpetuation and/or maintenance of leasehold interests or other term-
limited interests in exploration, operation and/or production on or within the Unit Area, as contained 
in existing oil and gas leases or other agreements covering Oil and Gas Rights in the Unit Area, it shall 
be considered that production from the Unitized Formation from any part of the Unit Area and/or 
Unit Operations on any part of the Unit Area shall be considered as production from and/or 
operations upon each Tract, and such production or operations shall continue in effect each lease or 
term mineral or royalty interest as to all lands and formations covered thereby just as if such 
operations were conducted on and as if a well were producing from each Tract.  The allocation of 
such production shall be as provided in Articles 5 and 6 herein. 
 
3.5 Titles Unaffected by Unitization. Nothing herein shall be construed to result in the transfer of 
title to Oil and Gas Rights by any Person hereto to any other Person or to Unit Operator. 
 
3.6 Injection Rights. Royalty Owners hereby grant to Working Interest Owners the right to inject 
into the Unitized Formation any substances in whatever amounts Working Interest Owners deem 
expedient for Unit Operations, together with the right to drill, use and maintain injection wells on the 
Unit Area, and to use for injection purposes any nonproducing or abandoned wells or dry holes, and 
any producing wells completed in the Unitized Formation. Working Interest Owners shall obtain the 
appropriate injection authority from the Corporation Commission prior to commencing any such 
injection operations 
 
3.7 Development Obligation. Nothing herein shall relieve Working Interest Owners from any 
obligation to develop reasonably as a whole the lands and leases committed hereto. 
 
3.8 Cooperative Agreements. Unit Operator may, after approval by Working Interest Owners, enter 
into cooperative agreements with respect to lands adjacent to the Unit Area for the purpose of 
coordinating operations, drilling boundary line wells or such other operations as Working Interest 
Owners may deem necessary or advisable to increase the ultimate recovery of Unitized Substances. 
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ARTICLE 4 
UNIT OPERATIONS 

 
4.1 Unit Operator. Working Interest Owners are concurrently herewith entering into the Unit 
Operating Agreement, designating the Canaday Oil Corporation as the initial Unit Operator. Unit 
Operator shall have the exclusive right to conduct Unit Operations, which shall conform to the 
provisions of this Agreement and the Unit Operating Agreement. If there is any conflict between such 
agreements, this Agreement shall govern. 
 
4.2 Method of Operation. To the end that the quantity of Unitized Substances ultimately 
recoverable may be substantially increased and waste prevented, Working Interest Owners shall, 
with diligence and in accordance with good engineering and production practices, engage in 
secondary recovery operations by injection of water, gas (including, but not limited to, carbon 
dioxide or nitrogen) or other fluids or combinations thereof deemed necessary or desirable to 
efficiently and economically increase the ultimate recovery of Unitized Substances. 
 
4.3 Change in Method of Operation. Nothing herein shall prevent Working Interest Owners from 
discontinuing or changing in whole or in part any method of operation that, in their opinion, is no 
longer economic or in accord with good engineering or production practices. Other methods of 
operation may be conducted or changes may be made by Working Interest Owners from time to time 
if determined by them to be feasible, necessary or desirable to increase the ultimate recovery of 
Unitized Substances. 
 
4.4 Determination by Working Interest Owners.  Unless otherwise provided in this Agreement, all 
decisions, determinations, or approvals by the Working Interest Owners shall be made pursuant to 
the voting procedure of Section 4.3 of the Unit Operating Agreement. 
 

ARTICLE 5 
TRACT PARTICIPATIONS 

 
5.1 Tract Participations. Beginning at 7:00 A.M. on the Effective Date hereof, the Tract Participation 
of each Tract shall be based upon the following parameters, factors and formula as described in Table 
“1” attached hereto.  Table “1” identifies the Tracts within the Unit Area, the  data used to determine 
the relative participation of each Tract with respect to the Tract Participation parameters and the 
allocation of decimal interest participation of each such Tract herein. The figure set forth opposite 
each Tract in Table “1” represents the Tract Participation to which such Tract is entitled and is 
committed hereto as of the Effective Date. 
 
5.2 Relative Tract Participation. If the Unit Area is enlarged or reduced, the revised Tract 
Participation of the Tracts remaining in the Unit Area (that were within the Unit Area prior to the 
enlargement or reduction) shall remain in the same ratio one to another, such that relative 
participation among such Tracts shall remain the same. 
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ARTICLE 6 
ALLOCATION OF UNITIZED SUBSTANCES 

 
6.1 Allocation to Tracts. All Unitized Substances produced and saved shall be allocated to the 
several Tracts in accordance with the respective Tract Participation as shown on Table “1”. The 
amount of Unitized Substances allocated to each Tract, regardless of whether the amount is more or 
less than the actual production of Unitized Substances from the well or wells, if any, on such Tract, 
shall be deemed for all purposes to have been produced from such Tract. 
 
6.2 Distribution within Tracts. Except as otherwise provided in this Agreement and as set out in 
Exhibit "C", the Unitized Substances allocated to each Tract shall be distributed among, or accounted 
for, to the Persons entitled to share in the production from such Tract in the same manner, in the 
same proportions, and upon the same conditions as they would have participated and shared in the 
production from such Tract, or in the proceeds thereof, had this agreement not been entered into, 
and with the same legal effect. If any Oil and Gas Rights in a Tract hereafter become divided and 
owned in severalty as to different parts of the Tract, the owners of the divided interests, in the 
absence of an agreement providing for a different division, shall share in the Unitized Substances 
allocated to the Tract, or in the proceeds thereof, in proportion to the surface acreage of their 
respective parts of the Tract. Any royalty or other payment which depends upon per well production 
or pipeline runs from a well or wells on a Tract shall, after the Effective Date, be determined by 
dividing the Unitized Substance allocated to the Tract by the number of wells on the Tract capable of 
producing Unitized Substances on the Effective Date; however, if any Tract has no well thereon 
capable of producing Unitized Substance on the Effective Date, the Tract shall for the purpose of this 
determination, be deemed to have one such well thereon. 
 
6.3 Taking Unitized Substances in Kind. The Unitized Substances allocated to each Tract shall be 
delivered in kind to the respective Persons entitled thereto by virtue of the ownership of Oil and Gas 
Rights therein or by purchase from such owners. Such Person shall have the right to construct, 
maintain and operate within the Unit Area all necessary facilities for that purpose, provided they are 
so constructed, maintained and operated as not to interfere with Unit Operations. Any extra 
expenditure incurred by Unit Operator by reason of the delivery in kind of any portion of Unitized 
Substances shall be borne by the owners taking such portion in kind. If a Royalty Owner has the right 
to take in kind a share of Unitized Substances and fails to do so, the Working Interest Owner whose 
Working Interest is subject to such Royalty Interest shall be entitled to take in kind such share of 
Unitized Substances. 
 
6.4 Failure to Take in Kind. If any Person fails to take in kind or separately dispose of such Person’s 
share of Unitized Substances, Unit Operator shall have the right, but not the obligation, for the time 
being and subject to revocation at will by the Person owning such share, to purchase or sell to others 
such share; however, all contracts of sale by Unit Operator of any other Person’s share of Unitized 
Substances shall be only for such reasonable periods of time as are consistent with the minimum 
needs of the industry under the circumstances, but in no event shall any such contract be for a period 
in excess of three years. The proceeds of the Unitized Substances so disposed of by Unit Operator 
shall be paid to the Working Interest Owners of each affect Tract or to an agent designated by such 
Working Interest Owners who shall distribute such proceeds to the Persons entitled thereto. 
Notwithstanding the foregoing, Unit Operator shall not make a sale into interstate commerce of any 
other Person’s share of gas production without first giving such other party sixty (60) days notice of 
such intended sale. 
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6.5 Responsibility for Royalty Settlements. Any Person receiving in kind or separately disposing of 
all or part of the Unitized Substances allocated to any Tract shall be responsible for the payment of 
all royalties, overriding royalties, production payments and all other payments chargeable against or 
payable out of such Unitized Substances, and shall indemnify all Persons hereto, including Unit 
Operator, against any liability for such payment. For all other production, Unit Operator shall arrange 
for the distribution of the proceeds of production to the owners thereof. 
 
6.6 Royalty on Outside Substances. If any Outside Substance consisting of marketable natural gas 
is injected into the Unitized Formation, then for the first three months after the date of first injection, 
seventy five percent (75%) and thereafter, one-hundred percent (100%) of any like substance 
contained in Unitized Substances subsequently produced and sold, or used for other than Unit 
Operations, shall be deemed to be a part of the Outside Substances so injected until the total volume 
deemed to be such Outside Substance equals the total volume of such Outside substance so injected. 
No payment shall be due or payable to Royalty Owners on substance produced from the Unitized 
Formation that are deemed to be Outside Substances. 
 

 
ARTICLE 7 

PRODUCTION AS OF THE EFFECTIVE DATE 
 
7.1 Oil or Liquid Hydrocarbons in Lease Tanks. Unit Operator shall gauge or otherwise determine 
the amount of merchantable oil or other liquid hydrocarbons produced from the Unitized Formation 
that is in lease and/or other oil storage tanks as of 7:00 A.M. on the Effective Date. Oil or other liquid 
hydrocarbons in treating vessels, separation equipment and tanks below pipeline connections shall 
not be considered to be merchantable. Any merchantable oil or liquid hydrocarbons that are a part 
of or attributable to the prior allowable of the wells from which they were produced shall remain the 
property of the Persons entitled thereto as if this Agreement had not yet taken effect. Any such 
merchantable oil or other liquid hydrocarbons not promptly removed may be sold by Unit Operator 
for the account of the Working Interest Owners entitled thereto who shall pay all royalty due thereon 
under the provisions of applicable leases or other contracts. Any oil or liquid hydrocarbons in excess 
of that attributable to the prior allowable of the wells from which they were produced shall be 
regarded as Unitized Substances produced after the Effective Date. 
 

 
ARTICLE 8 

USE OR LOSS OF UNITIZED SUBSTANCES 
 
8.1 Use of Unitized Substances. Working Interest Owners may use or consume Unitized Substance 
for Unit Operations, including but not limited to the injection thereof into the Unitized Formation. 
 
8.2 Royalty Payments. No obligation to pay or liability for royalty, overriding royalty or other 
payments out of production shall arise or otherwise be payable on account of Unitized Substances 
used, lost or consumed in Unit Operations. 
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ARTICLE 9 
TITLE 

 
9.1 Warranty and Indemnity. Each Person who, by acceptance of produced Unitized Substances or 
the proceeds thereof, may claim to own a Working Interest or Royalty Interest in and to any Tract or 
in the Unitized Substances allocated thereto, shall be deemed to have warranted its title to such 
interest, and, upon receipt of the Unitized Substances or the proceeds thereof to the credit of such, 
Interest, shall indemnify and hold harmless all other Persons in interest, from any loss due to failure, 
in whole or in part, of its title to any such interest. 
 
9.2 Production Where Title is in Dispute. If the title or right of any Person claiming the right to 
receive in kind all or any portion of the Unitized Substances allocated to a Tract is in dispute, Unit 
Operator at the direction of Working Interest Owners shall either: 
 

(a) require that the Person to whom such Unitized Substances are delivered or to whom the 
proceeds thereof are paid furnish security for the proper accounting thereof to the rightful owner if 
the title or right of such Person fails in whole or in part, or 
 

(b) withhold and market the portion of Unitized Substances with respect to which title or right 
is in dispute and impound the proceeds thereof until such time as the title or right thereto is 
established by a final judgment of a court of competent jurisdiction or otherwise to the satisfaction 
of Working Interest Owners, whereupon the proceeds so impounded shall be paid to the Person 
rightfully entitled thereto.  

 
9.3 Payment of Taxes to Protect Title. The owner of surface rights to lands within the Unit Area, or 
severed mineral interests or Royalty Interest in such lands, or lands outside the Unit Area on which 
Unit Equipment is located, is responsible for the payment of any ad valorem taxes on all such rights, 
interest or property, unless such owner and Working Interest Owners otherwise agree. If any ad 
valorem taxes are not paid by or for such owner when due, ‘Unit Operator may, with approval of the 
Working Interest Owners at any time prior to tax sale or expiration of period of redemption after tax 
sale, pay the tax, redeem such rights, interests or property, and discharge the tax lien. Any such 
payment shall be an item of Unit Expense as provided in the Unit Operating Agreement Unit Operator 
shall, if possible, withhold from any proceeds derived from the sale of Unitized Substances otherwise 
due any such delinquent taxpayer an amount sufficient to defray the costs of such payment or 
redemption, and such withholdings shall be credited to the Working Interest Owners bearing the Unit 
Expense attributable to same. Such withholding shall be without prejudice to any other remedy 
available to Unit Operator or Working Interest Owners. 
 
9.4 Transfer of Title. Any conveyance of all or any part of any interest owned by a Person with 
respect to any Tract shall be subject to this Agreement.  No change of title shall be binding upon Unit 
Operator, or upon any Person other than the Person so transferring until 7:00 AM. on the first day of 
the calendar month next succeeding the date of receipt by Unit Operator of a photocopy or a certified 
copy of the recorded instrument evidencing such change in ownership. 
 
9.5 Waiver of Rights to Partition.  Each party agrees that, during the existence of this Agreement, 
it will not resort to any action to partition the Unitized Formation, the Unit Area, or the Unit 
Equipment, and to that extent waives the benefits of all laws authorizing a partition. 
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ARTICLE 10 
EASEMENTS AND USE OF SURFACE 

 
10.1 Grant of Easements. The parties hereto, to the extent of their rights and interests, hereby grant 
to Working Interest Owners the right to use as much of the surface of the land within the Unit Area 
and the subsurface thereunder as may be reasonably necessary for Unit Operations and for the 
production, sale and removal of Unitized Substances from the Unit Area. This grant, however, shall 
not be deemed to alter or revise any terms or conditions currently existing in any lease subject to this 
agreement, regarding the use of the surface by the Lessee therein. Accordingly, the foregoing grant 
shall only serve to convey the right to use such lands as are necessary for Unit Operations, but shall 
in all respect require compliance with applicable lease provisions which require cooperation with 
farming operations on said lands or such other terms and conditions as are specified in the applicable 
lease agreement. 
 
10.2 Use of Water. Subject to any current restrictions in the applicable oil and gas lease agreements, 
Working Interest Owners shall have and are hereby granted free use of water that is not dedicated 
or usable for irrigation purposes from the Unit Areas for Unit Operations, specifically excepting water 
from any well, lake, pond or irrigation ditch of a Royalty Owner.  Unit Operator may bring water onto 
the premises from sources outside the Unit Area for Unit Operations; however, such imported water 
may only be used for injection purposes into the Unitized Formation. 
 
10.3 Surface Damages. Working interest Owners shall pay the respective owners thereof for any 
damage to growing crops, timber, fences, improvements and structures on the Unit Area that result 
from Unit Operations, in conformance with the terms of the existing oil and gas leases covering the 
Unit Area. 
 
 

ARTICLE 11 
CHANGES AND AMENDMENTS 

 
11.1 Changes and Amendments. Any change of the Unit Area or any amendment to this Agreement 
or the Unit Operating Agreement shall be in accordance with K.S.A. 55-1301, et seq., as amended and 
re-enacted, or by the Working Interest Owners in accordance with the voting procedure of Section 
4.3 of the Unit Operating Agreement. 
 
11.2 Determination of Tract Participation.  Upon any change of the Unit Area or any amendment to 
this Agreement or the Unit Operating Agreement, Unit Operator shall determine the Tract 
Participation of each Tract within the Unit Area, as amended, and shall revise Exhibit A, Exhibit B, 
and Exhibit C accordingly. 
 
11.3 Effective Date.  The effective date of any amendment to the Unit Area shall be 7:00 a.m. Central 
Standard Time on the first day of the calendar month following: (i) compliance with all conditions for 
amendment as specified by the Working Interest Owners, (ii) approval of the amendment by the 
appropriate governmental authority, if required, and (iii) the filing for record of a revised notice of 
this Agreement in the county or counties in which the original notice of Agreement is recorded. 
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ARTICLE 12 

RELATIONSHIPS OF PERSONS 
 
12.1 No Partnership. The duties, obligations and liabilities of the Persons hereto are intended to be 
several and not joint or collective. This Agreement is not Intended to create, and shall not be 
construed to create, an association, trust, partnership, or joint venture, or to impose a partnership 
duty, obligation or liability with regard to any one or more of the Persons hereto. Each Person hereto 
shall be individually responsible for its own obligations as herein provided. 
 
12.2 No Joint Refining or Marketing. This Agreement is not intended to provide, and shall not be 
construed to provide, directly or indirectly, for any joint refining or marketing of Unitized Substances. 
 
12.3 Royalty Owners Free of Costs. This Agreement is not intended to impose, and shall not be 
construed to impose, an obligation upon any Royalty Owner to pay any Unit Expense unless such 
Royalty Owner is otherwise so obligated. 
 
12.4 Information to Royalty Owners. Each Royalty Owner shall be entitled to all information in 
possession of Unit Operator to which such Royalty Owner is entitled by an existing agreement with 
any Working Interest Owner. 
 
 

ARTICLE 13 
LAWS AND REGULATIONS 

 
13.1 Laws and Regulations. This Agreement shall be subject to all applicable federal, state and 
municipal laws, rules, regulations and orders and shall be construed in accordance with the laws of 
the State of Kansas. 
 

ARTICLE 14 
FORCE MAJEURE 

 
14.1 Force Majeure. All obligations imposed by this Agreement on each Person, except for the 
payment of money, shall be suspended while compliance is prevented, in whole or in part, by a labor 
dispute, fire, war, civil disturbance, act of God; by federal, state or municipal laws; by any rule, 
regulation or order of a governmental agency; by inability to secure materials; or by any other cause 
or causes, whether similar or dissimilar, beyond reasonable control of the party. No Person shall be 
required against his will to adjust or settle any labor dispute. Neither this Agreement nor any lease 
or other instrument subject hereto shall be terminated by reason of suspension of Unit Operations 
due to anyone or more of the causes set forth in this Article. 
 
 

ARTICLE 15 
EFFECTIVE DATE 

 
15.1 Effective Date. This Unit Agreement shall be effective the first day of the month next following 
the date that all the Working Interest Owners and all of the Royalty Owners have executed this 
Agreement, a counterpart thereof or a Ratification of this Agreement; or if the effectiveness of the 
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Unit is otherwise subject to the approval of the Kansas Corporation Commission, then the Unit and 
the Unit Agreement will become effective as of the effective date of the Order of the Corporation 
Commission pursuant to K.S.A. 55-1301, et seq., providing for Unit Operations. 
 
15.2 Certificate of Effectiveness. Unit Operator shall file for record in the county in which the land 
affected is located a certificate as required by K.S.A. 55-1313. 
 

 
ARTICLE 16 

TERM 
 
16.1 Term. The term of this Agreement shall commence as of the Effective Date and continue for the 
time that Unitized Substances are produced in paying quantities or other Unit Operations are 
conducted without a cessation of more than one hundred eighty (180) days, unless sooner 
terminated by Working Interest Owners in the manner herein provided. 
 
16.2 Termination by Working Interest Owners. This Agreement may be terminated at any time by 
Working Interest Owners owning a combined Unit Participation of eighty-five percent (85%) or 
more, whenever such Working Interest Owners determine that Unit Operations will not be or are no 
longer profitable or feasible. 
 
16.3 Effect of Termination. Upon Termination of this Agreement, the further development and 
operation of the Unitized Formation as a unit shall be abandoned, and Unit Operations shall cease.  
Each oil and gas lease and other agreement covering lands within the Unit Area shall remain in force 
for sixty (60) days after the date on which this Agreement terminates, and for such further period as 
is provided by the lease or other agreement. 
 
16.4 Salvaging Equipment Upon Termination. If not otherwise granted or required by the leases or 
other instruments affecting each Tract, Royalty Owners hereby grant Working Interest Owners a 
period of six (6) months after the date of termination of this Agreement within which to salvage and 
remove Unit Equipment. 
 
16.5 Certificate of Termination. Upon termination of this Agreement, Unit Operator shall file for 
record in the county or counties in which the land affected is located a certificate that this Agreement 
has terminated, stating its termination date. 
 
 

ARTICLE 17 
APPROVAL 

 
17.1 Original Counterpart or Other Instrument An owner of Oil and Gas Rights may approve this 
Agreement by signing the original of this instrument, a counterpart thereof or other instrument 
approving or ratifying this instrument. The signing of any such instrument shall have the same effect 
as if all Persons had signed the same instrument. 
 
17.2   Joinder in Dual Capacity. Execution as herein provided by any Person as either a Working 
Interest Owner or a Royalty Owner shall commit all interests owned or controlled by such Person 
and any additional interest thereafter acquired. 
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ARTICLE 18 

GENERAL 
 
18.1 Amendments Affecting Working Interest Owners. Amendments hereto relating wholly 
to Working Interest Owners may be made if signed by all Working Interest Owners. 
 
18.2 Action by Working Interest Owners. Except as otherwise provided in this Agreement, 
any action or approval required by Working Interest Owners hereunder shall be in 
accordance with the provisions of the Unit Operating Agreement. 

18.3 Lien and Security Interest of Unit Operator. Unit Operator shall have a lien upon and a 
security interest in the interests of Working Interest Owners in the Unit as provided in the 
Unit Operating Agreement. 

18.4 Conflicts. To the extent the provisions of any existing agreement between the parties 
relating to the Unit Area conflicts with the provisions of this Agreement, this Agreement 
shall control. If there is any conflict between this Agreement and the Unit Operating 
Agreement, this Agreement shall control. 

ARTICLE 19 
SUCCESSORS AND ASSIGNS 

19.1 Successors and Assigns. This Agreement shall extend to, be binding upon, and inure to 
the benefit of the Persons hereto and their respective heirs, devisees, legal representatives, 
successors and assigns and shall constitute a covenant running with the lands, leases and 
interests covered hereby. 

 EXECUTED this Agreement on the     10th     day of  April , 2023. 

UNIT OPERATOR 

CANADAY OIL COPRORATION 
 
 

   By: 
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UNIT AREA 

Tract 1 

Tract 2 

Tract 3 

Tract4 

Tract 5 

EXHIBIT 'B' 

Unit Agreement 
dated 

January 10, 2023 

IRONS MORROW SAND UNIT 
Clark County, Kansas 

Northwest Quarter 

Southwest Quarter 
Southeast Quarter 

Northwest Quarter 

East Half of the Northeast Quarter 

Northeast Quarter of the Northwest Quarter 

All in Clark County, Kansas 

Section-T-R 

17 - 30S- 24W 

8 - 30S - 24W and 
7 - 30S - 24W 

8- 30S- 24W 

7 - 30S - 24W 

18 - 30S- 24W 
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NW/417-T30S-R24W 
SE/4 7-T30S-R24W & 

NW/4 8-T30S-R24W E/2 NE/4 7-T30S-R24W NE/4 NE/418-T30S-R24W T, act factors 
SW/4 8-T30S-R24W 

Unit Tr act 1 Facto, Unit Tract 2 Factor Unit Tract 3 Factor Unit Tract 4 Factor Unit Tract 5 Factor Totaled= 

OWNERSHIP o.mnoo 0.490800 0.267500 0.119100 0.003500 1.00000000 
G\11 NRI /RI/ ORRI G\11 NRI/RI/OFIII G\11 NRI /RI/ ORRI G\11 NRI /RI/ ORRI G\11 NRI /RI/ ORRI UNITG\ll"S UNIT NRI / RI/ ORRI 

Karen Lee Bye,ley Revocable Trust GWI 0.05955000 0.05955000 
NRI 0.05210625 0.05210625 
RI 0.00744375 0.00744375 --- ----

Louise Ann West GWI 0.05955000 0.05955000 
NRI 0.05210625 0.05210625 
RI 0.00744375 0.00744375 -- ---- --- ----

Dana Homan Trust GWI 0.36810000 0.20062500 0.08932500 0.65805000 
NRI 0.29957~94 0.16300781 0.07815938 0.54074313 

Lucinda Brothers GWI 0.04090000 0.02229167 0.00992500 - 0.07311667 
NRI 0.03328€22 0.01811198 0.00868438 0.06008257 -- ---- --- ----

Grant Canaday GWI 0.04090000 0.02229167 0.00992500 0.07311667 
NRI 0.03328€22 0.01811198 0.00868438 0.06008257 

P auick Canaday GWI 0.03578750 0.01950521 0.00868438 - 0.06397708 
NRI 0.02912~44 0.01584798 0.00759883 0.05257225 -- ---- --- ----

Cade Canaday GWI 0.00511250 0.00278646 0.00124063 0.00913958 
NRI 0.00416(78 0.00226400 0.00108555 0.00751032 

B&F Family LP RI 0.01533150 - 0.01533750 --- ---- --- - - ---
Billy Irons RI 0.01533150 0.01671875 0.03205625 

--- ---- --- --- ---

Keuylrons RI 0.01533150 0.01671875 0.03205625 
-- --- --- ---

Derby Rock LLC RI 0.01533150 0.01671875 0.03205625 
Richa1d Saenz ORAi 0.01717f00 - - 0.01717800 - --- --- ---
Preston Saenz Trust ORAi 0.00490€00 0.00490800 
Preston Saenz Jr ORAi 

---

0.00245400 
--- . --- --- ---

0.00245400 --- --- --

Pat Seal Revocable Trust ORAi 0.00547541 0.00547541 
Cannon Family Investments Inc RI 0.01488750 0.01488750 --- ---
John Bai, GWI 0.00070000 0.00070000 

NRI 0.00061250 0.00061250 
RI 0.00008750 0.00008750 

Linda & Edward Mahieu GWI - - 0.00070000 0.00070000 
NRI 0.00061250 0.00061250 
RI 0.00008750 0.00008750 

- ----

Mark & Michelle Mahieu GWI 0.00070000 0.00070000 
NRI 0.00061250 0.00061250 
RI 0.00008750 0.00008750 ----O'Brien Family T1ust of 2011 dated GWI 0.00140000 0.00140000 

July 22, 2011 NRI 0.00122500 0.00122500 
RI 0.00017500 0.00017500 

TOTALS: D.11910000 0.11910000 0.49080000 0.49080000 0.26750000 0.26750000 0.11910000 0.11910000 0.00350000 0.00350000 1.00000000 1.00000000 
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Primary 
Oil 

Tract Lease Production % Primary 

Byerley 13,336 6.7130 

2 Irons Unit 98,535 49.6000 

3 Irons 3-8 58,493 29.4440 

4 Oshlo A 28,295 14.2430 

5 Bair 0 0.0000 

198,659 100.000 

TABLE #1 
CANADAY OIL CORPORATION 

UNIT AGREEMENT 
IRONS MORROW SAND UNIT 

Clark County, Kansas 

Morrow Participation 
Participation Sand Factor-

Factor- 50% Acre-Ft %AF 30% 

3.360 196.18 11.83 3.55 

24.800 789.75 47.610000 14.28 

14.720 388.93 23.44 7.03 

7.120 264.88 15.97 4.79 

0.000 19.11 1.15 0.35 

50.000 1,658.85 100.00 30.00 

Participation 
Useable Factor- Total 
Wells % Wells 20% Tract% 

1 25.00 5.00 11.9] 

2 50.00 10.00 49.08 

I 25.00 5.00 26.75 

0 0 0 11.91 

0 0 0 0.35 

4 100.0 20.00 100.00 

4/10/2023 



Exhibit B 

to the Application of Application of Canaday Oil Corporation (#5303) for an Order Authorizing 
the Unitization and Unit Operation of the Irons Morrow Sand Unit 
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UNIT OPERATING AGREEMENT 
IRONS MORROW SAND UNIT  

CLARK COUNTY, KANSAS 
 
 THIS AGREEMENT, entered into as of the  __10th__   day of   __April________  , 2023 by the parties who 
have signed the original of this instrument, a counterpart thereof or other instrument agreeing to be 
bound by the provisions hereof; 

 
WITNESSETH: 

 WHEREAS, the parties hereto have joined an agreement entitled, “Unit Agreement, Irons Morrow 
Sand Unit, Clark County, Kansas” (herein referred to as “Unit Agreement”) which, among other things, 
provides for the creation and development of the Unit Area by a secondary recovery project and in 
furtherance thereof, also provides for a separate agreement to be entered into by the Working Interest 
Owners to provide specifically for the development and operation of the Unit Area as therein defined. 
 
 NOW, THEREFORE, in consideration of the mutual agreements herein set forth, it is provided as 
follows: 
 

ARTICLE I 
CONFIRMATION OF UNIT AGREEMENT 

 
 1.1 Confirmation of Unit Agreement. The Unit Agreement is hereby confirmed and by reference 
made a part of this Agreement. The definitions in the Unit Agreement are adopted for all purposes of this 
Agreement.  If there is any conflict between the Unit Agreement and this Agreement, the Unit Agreement 
shall govern. 
 

ARTICLE 2 
EXHIBITS 

 
 2.1 Exhibits. The following exhibits are incorporated herein by reference: 
 
  2.1.1 Exhibits “A”, “B” and “C” of the Unit Agreement. 
  2.1.2 Exhibit “D”, attached hereto, which is a schedule showing the Working Interest of each 

Working Interest Owner in each Tract, the percentage of total Unit Participation attributable 
to each such interest, and the total Unit Participation of each Working Interest Owner. Exhibit 
“D”, or a revision thereof, shall not be solely conclusive as to the information therein, but it 
may be used as showing the Unit Participation of each Working Interest Owner for purposes 
of this Agreement until shown to be in error, or is revised as herein authorized. 

  2.1.3 Exhibit “E”, attached hereto, which is the Accounting Procedure applicable to Unit 
Operations. If there is any conflict between this Agreement and Exhibit “E”, this Agreement 
shall govern. 

  2.1.4 Exhibit “F”, attached hereto, which contains insurance provisions applicable to Unit 
Operations. 

  2.1.5 Exhibit “G”, attached hereto, which contains non-discrimination provisions. 
 
 2.2 Revision of Exhibits. Whenever Exhibits “A”, “B” and “C” are revised, Exhibit “D” shall be 
revised accordingly, and the effective date for revision shall be the same for each exhibit. 

2.3 Reference to Exhibits. Whenever reference is made herein to an exhibit, it is to the exhibit as 
originally attached or, if revised, to the last revision. 
 

------ - -----
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ARTICLE 3 
SUPERVISION OF OPERATIONS BY WORKING INTEREST OWNERS 

 
 3.1 Overall Supervision. Working Interest Owners shall exercise overall supervision and control 
of all matters pertaining to Unit Operations. In the exercise of such authority, each Working Interest 
Owner shall act solely on its own behalf, in the capacity of an individual owner, and not on behalf of the 
owners as an entirety. 
 
 3.2 Specific Authority and Duties. The matters with respect to which Working Interest Owners 
shall decide and take action shall include, but not be limited to, the following: 

 
  3.2.1 Method of Operation.  The method of operation, including the type of recovery 

program to be employed. 
  3.2.2 Drilling of Wells. The drilling of any well whether for production of  Unitized 

Substances, for use as an injection well, or for other purposes. 
  3.2.3 Well Recompletions and Change of Status. The recompletion, abandonment, or change 

of status of any well, or the use of any well for injection or other purposes. 
3.2.4 Unit Operator’s Tools and Equipment. The use by Unit Operator of its own tools and 
equipment in the drilling, reworking or recompletion of a well or in any other operation in 
which such equipment is required. 

  3.2.5 Expenditures. The making of any single expenditure in excess of Twenty-five 
Thousand Dollars ($25,000.00); however, approval by Working Interest Owners of the 
drilling, reworking, deepening, or plugging back of any well shall include approval of all 
necessary expenditures required therefore, and for completing, testing and equipping the 
well, including necessary flow lines, separators and lease tankage, pumps for injection and any 
related equipment needed for injection wells; provided further that approval by the Working 
Interest Owners of a project for securing and delivering water for injection purposes, 
including filtering, treating and pressuring systems, or a project for construction and 
installation of a produced water gathering system shall include approval of all necessary 
expenditures required for the complete construction, installation and efficient operation of all 
of the foregoing. Where, in connection with any expenditure, whether more or less than 
Twenty-five Thousand Dollars ($25,000.00), Unit Operator submits an Authority for 
Expenditure (A.F.E.) which is approved by at least three (3) Working Interest Owners or their 
regularly constituted representative having a combined percentage of Unit Participation, as 
set out in Exhibit “D” of sixty-five percent (65%) or more, such approval shall be binding upon 
all Working Interest Owners in the same manner as though a meeting had been held and a 
vote taken in the manner as hereinafter provided for in Section 4.3.2, and any commitments 
or expenditures thereafter made by Unit Operator on the basis of such approval shall be for 
the Joint Account. 

  3.2.6 Disposition of Unit Equipment. The selling or otherwise disposing of any item of 
surplus Unit Equipment, if the current price of new equipment similar thereto is in excess of 
Twenty-five Thousand Dollars ($25,000.00). 

  3.2.7 Appearance Before a Court or Regulatory Agency. The designating of a representative 
to appear before any court or regulatory agency in matters pertaining to Unit Operations; 
however, such designation shall not prevent any Working Interest Owner from appearing in 
person or from designating another representative in its own behalf. 
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  3.2.8 Audits. The auditing of the accounts of Unit Operator pertaining to Unit Operations 
hereunder, provided that such audits shall: 

   (a) not be conducted more than once every two years, except upon the removal or 
resignation of Unit Operator; 

   (b) be made at the expense of the Working Interest Owners requesting the audit other 
than the Working Interest Owner designated as Unit Operator, and 

   (c) be made upon not less than thirty (30) days written notice to Unit Operator. 
  3.2.9 Inventories. The taking of periodic inventories as provided by Exhibit “E”. 
  3.2.10 Technical Services. The authorizing of charges to the joint account for services by 

consultants or Unit Operator’s technical personnel not covered by the charges provided by 
Exhibit “E”. 

   3.2.11 Assignments to Committees. The appointment of committees to study any technical, 
finance or environmental issues in connection with Unit Operations. 

   3.2.12 Removal of Operator. The removal of Unit Operator and the selection of a successor. 
  3.2.13 Changes and Amendments: Border Agreements. The changing of the Unit Area or the 

amending of this Agreement or the Unit Agreement as provided by Article 11 of the Unit 
Agreement and authorizing Unit Operator to enter into agreements with adjoining leasehold 
owners providing for cooperative injection facilities or other issues related to development of 
the Unit Area where it adjoins other producing leases not included in the Unit Area. 

   3.2.14 Investment Adjustment. The adjustment and readjustment of investments incurred in 
Unit Operations. 

  3.2.15 Termination of Unit Agreement. The termination of the Unit Agreement as provided 
therein. 

 
ARTICLE 4 

MANNER OF EXERCISING SUPERVISION 
 
 4.1 Designation of Representatives. Each Working Interest Owner shall inform Unit Operator in 
writing of the name, address and telephone fax number of the representative (and an alternate for such 
representative) who is authorized to represent and bind such Working Interest Owner with respect to 
any matter or vote regarding Unit Operations. The representative or alternate may be changed from time 
to time by written notice to Unit Operator. 
 
 4.2 Meetings. All meetings of Working Interest Owners shall be called by Unit Operator upon its 
own motion or at the request of one or more Working Interest Owners having a total Unit Participation of 
not less than thirty percent (30%). No meeting shall be called on less than fourteen (14) days advance 
written notice, with agenda for the meeting attached. Working Interest Owners who attend the meeting 
may amend items included in the agenda and may act upon an amended item or other items presented at 
the meeting. The representative of Unit Operator shall be chairman of each meeting. 
 
 4.3 Voting Procedure. Working Interest Owners shall determine all matters coming before them 
as follows: 
 
  4.3.1 Voting Interest. Each Working Interest Owner shall have a voting interest equal to its 

Unit Participation. 
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  4.3.2 Vote Required. Unless otherwise provided herein or in the Unit Agreement, Working 
Interest Owners shall determine all matters by the affirmative vote of two or more Working 
Interest Owners having a combined voting interest of at least sixty-five percent (65%); 
provided that, if any one Working Interest Owner has a voting interest in excess of thirty-five 
percent (35%), and such Owner fails to vote or votes against any matter, then the affirmative 
vote of Working Interest Owners having ninety-three percent (93%) of the remaining voting 
interest shall decide the matter; provided further that, in no event shall such an affirmative 
vote be by less than fifty-one percent (51%) of the total voting interest of all Working Interest 
Owners. 

  4.3.3 Vote at Meeting by Nonattending Working Interest Owner. Any Working Interest 
Owner who is not represented at a meeting may vote on any agenda item by letter, telegram 
or fax addressed to the representative of Unit Operator, if such vote is received prior to the 
vote taken at the meeting. Such vote shall not be counted with respect to any item on the 
agenda which is amended at the meeting prior to being voting on. 

  4.3.4 Poll Votes. Working Interest Owners may vote by letter, telegram or fax on any matter 
submitted in writing to all Working Interest Owners. If a meeting is not requested, as provided 
in Article 4.2, within seven (7) days after a written proposal is received by the Working 
Interest Owners, the vote taken by letter, telegram or fax shall control. Unit Operator shall give 
prompt notice of the results of such voting to each Working Interest Owner. 

  4.3.5 Binding Effect of Vote. All Working Interest Owners shall be bound for their 
proportionate share of all costs, expenses and other obligations of Unit Operations approved 
by the Working Interest Owners by the vote required herein. 

 
ARTICLE 5 

INDIVIDUAL RIGHTS OF WORKING INTEREST OWNERS 
 
 5.1 Reservation of Rights. Working Interests Owners retain all their rights, except as otherwise 
provided in this Agreement or the Unit Agreement 
 
 5.2 Specific Rights. Each Working Interest Owner shall have, among others, the following specific 
rights: 

 
  5.2.1 Access to Unit Area. Access to the Unit Area at all reasonable times to inspect Unit 

Operations, all wells, and the records and data pertaining thereto. 
  5.2.2 Reports. The right to receive from Unit Operator, upon written request, copies of all 

reports to any governmental agency, reports of crude oil runs and stocks, inventory reports, 
and all other information pertaining to Unit Operations. The cost of gathering and furnishing 
information not ordinarily furnished by Unit Operator to all Working Interest Owners shall be 
charged to the Working Interest Owner that requests the information. 

  5.2.3 Audits. Subject to the provisions of Section 3.2.8, the right to audit the accounts of Unit 
Operator pertaining to Unit Operations, in accordance with the terms and procedures as set 
forth in Exhibit “E”. 
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 5.3 Reversionary Interests. If a Tract ownership changes due to payout of a reversionary interest 
(or due to successive or multiple payouts) based on production from a well within the unit, the balance 
remaining to be recovered will be calculated on an allocated Tract basis after the effective date of the  unit. 
Payout will be deemed to be effective, as between the parties subject to the agreement controlling the 
payout and the remaining Working Interest Owners, on the first day of the month following the time that 
the payout balance becomes zero or that payout occurs. 
 

ARTICLE 6 
UNIT OPERATOR 

 
 6.1 Unit Operator.  Canaday Oil Corporation is hereby designated as the initial Unit Operator. 
 
 6.2 Resignation or Removal. Unit Operator may resign at any time. Unit Operator may not be 
removed arbitrarily, but upon an affirmative showing of gross negligence, bankruptcy, willful misconduct 
or malice, then upon the affirmative vote of Working Interest Owners having eighty-five percent (85%) 
or more of the voting interest after excluding the voting interest of Unit Operator. Such resignation or 
removal shall not become effective for a period of three (3) months after the resignation or removal, 
unless a successor Unit Operator has taken over Unit Operations prior to the expiration of such period. If 
Unit Operator sells all of its initial Unit Participation interest, an election of a new Unit Operator is 
required. 
 
 6.3 Selection of Successor. Upon the resignation or removal of Unit Operator, a successor Unit 
Operator shall be selected by a majority vote of the Working Interest Owners. If a Unit Operator who has 
been removed fails to vote or votes only to succeed itself, the successor Unit Operator shall be selected by 
the affirmative vote of Working Interest Owners having eighty percent (85%) or more of the voting 
interest, after excluding the interest of the Unit Operator who is being removed. 
 

ARTICLE 7 
AUTHORITY AND DUTIES OF UNIT OPERATOR 

 
 7.1 Exclusive Right to Operate Unit. Subject to the provisions of this Agreement and to instructions 
from Working Interest Owners, Unit Operator shall have the exclusive right and be obligated to conduct 
Unit Operations. 
 
 7.2 Workmanlike Conduct. Unit Operator shall conduct Unit Operations in a good and 
workmanlike manner, as would a prudent operator under the same or similar circumstances. Unit 
Operator shall freely consult with Working Interest Owners and keep them informed of all matters that 
Unit Operator, in the exercise of its best judgment, considers important Unit Operator shall not be liable 
to Working Interest Owners for damages resulting from any act or omission by Unit Operator in 
conducting Unit Operations, unless such damages result from its gross negligence or willful misconduct. 
 
 7.3 Liens and Encumbrances. Unit Operator shall endeavor to keep the lands and leases in the Unit 
Area and the Unit Equipment free from all liens and encumbrances occasioned by Unit Operations, except 
for any liens arising as a result of defaulting Working Interest Owners, due to unpaid Unit Expense; as 
provided for in Article 11 herein. 
 
 7.4 Employees. The number of employees or contractors used by Unit Operator in conducting Unit 
Operations, their selection, hours of labor, and compensation shall be determined solely by Unit Operator. 
 
 7.5 Records. Unit Operator shall keep correct books, accounts and records of Unit Operations 
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 7.6 Reports to Working Interest Owners. Unit Operator shall furnish Working Interest Owners 
monthly reasonably detailed information regarding the nature and amounts of costs and expenses 
chargeable to the Working Interest Owners, plus timely filed copies of reports of production and injection 
required periodically by any governmental agency. 
 
 7.7 Reports to Governmental Authorities. Unit Operator shall make all reports to governmental 
authorities that it has the duty to make as Unit Operator. 
 
 7.8 Engineering and Geological Information. Unit Operator shall furnish to all Working Interest 
Owners a copy of all logs and other engineering and geological data obtained by Operator and pertaining 
to wells drilled as a result of Unit Operations, except for Working Interest Owners who are delinquent or 
are in default with respect to paying their share of Unit Expenses. As soon as the defaulting or delinquent 
Working Interest Owner has reimbursed or satisfied the Joint Account with respect to the amounts in 
default or has otherwise made arrangements for the payment of such amounts to the satisfaction of Unit 
Operator, then such Working Interest Owner will be entitled to the information to be provided pursuant 
to this Article 7.8. 

 
 7.9 Expenditures. Unit Operator is authorized to make single expenditures not in excess of 
Twenty-Five Thousand Dollars ($25,000.00) without prior approval of Working Interest Owners. In the 
event of an emergency, Unit Operator may immediately make or incur such expenditures as in its opinion 
are required to deal with the emergency. Unit Operator shall report to Working Interest Owners, as 
promptly as possible, the nature of the emergency, the action taken and an estimate of the costs incurred 
or to be incurred in connection with such emergency. 
 
 7.10 Wells Drilled by Unit Operator. All wells drilled by Unit Operator shall be at the rates 
prevailing in the area. Unit Operator may employ its own tools and equipment, but the charge thereof 
should not exceed the prevailing rate in the area, and the work shall be performed by Unit Operator under 
the same terms and conditions as are usual in the area and provided for in the contracts of independent 
contractors doing work of a similar nature. 

 
ARTICLE 8 

TAXES 
 
 8.1 Ad Valorem Taxes. Beginning with the first calendar year after the Effective Date hereof, Unit 
Operator shall make and file all necessary property tax renditions and returns with the proper taxing 
authorities with respect to all property of each Working Interest Owner used or held by Unit Operator for 
Unit Operations. Unit Operator shall settle assessments arising therefrom, provided however, that any 
Working Interest Owner dissatisfied with any assessment of its interest in real or personal property shall 
have the right, at it’s own expense, to protest and resist such assessment All such property taxes shall be 
paid by Unit Operator and charged to the joint account However, if the interest of a Working Interest 
Owner is Subject to any separately assessed tax and said Working Interest Owner pays such separately 
assessed tax, then said Working Interest Owner shall be given a credit equal to the reduction in taxes to 
be paid by the Joint Account resulting from such payment 
 
 8.2 Other Taxes. Each Working Interest Owner shall be responsible and liable for and shall pay or 
cause to be paid all production, severance, gathering, and other taxes imposed upon or with respect to the 
production or handling of its share of Unitized Substances. 
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 8.3 Income Tax Election. Notwithstanding any provisions herein that the rights and liabilities 
hereunder are several and not joint or collective, or that this Agreement and operations hereunder shall 
not constitute a partnership, if for Federal income tax purposes this Agreement and the operations 
hereunder are regarded as a partnership, then each Person hereby affected elects to be excluded from the 
application of all of the provisions of Subchapter K, Chapter 1, Subtitle A. of the Internal Revenue Code of 
1986, as permitted and authorized by Section 761 of the Code and the regulations promulgated 
thereunder. Unit Operator is authorized and directed to execute on behalf of each Person hereby affected 
such evidence of this election as may be required by the Secretary of the Treasury of the United States or 
the Federal Internal Revenue Service, including specifically, but not by way of limitation, all, of the returns, 
statements and the data required by Federal Regulations 1.761-1(a). Should there be any requirement 
that each Person hereby affected give further evidence of this election, each such Person shall execute 
such documents and furnish such other evidence as may be required by the Federal Internal Revenue 
Service or as may be necessary to evidence this election. No such Person shall give any notices or take any 
other action inconsistent with the election made hereby. If any present or future income tax laws of the 
state or states in which the Unit Area is located or any future income tax law of the United States contain 
provisions similar to those in Subchapter K, Chapter 1, Subtitle A, of the Internal Revenue Code of 1986, 
under which an election similar to that provided by Section 761 of the Code is permitted, each Person 
hereby affected shall make such election as may be permitted or required by such laws, and giving the 
equivalent effect as specified herein. In making the foregoing election, each such person states that the 
income derived by such Person from Unit Operations can be adequately determined without the 
computation of partnership taxable income. 
 

ARTICLE 9 
INSURANCE 

 
 9.1 Insurance. Unit Operator, with respect to Unit Operations, shall comply with the Workmen’s 
Compensation Laws of the State of Kansas, comply with Employer’s Liability and other insurance as 
required by the laws of the State of Kansas, and shall carry such other insurance as set forth in Exhibit “F”. 
 

ARTICLE 10 
ADJUSTMENT OF INVESTMENTS 

 
 10.1 Property Taken Over. Upon the Effective Date, Working Interest owners shall deliver to Unit 
Operator the following: 

  
 10.1.1 Wells. All wells completed in the Unitized Formation, as shown on Exhibit “A”, 

whether or not producing now or as of the time of delivery to Unit Operator. 
 10.1.2 Well and Lease Equipment The casing and tubing in each such well, the wellhead 

connections thereon, and all other lease and operating equipment that is used in 
the operation of such wells, for each well that Working Interest Owners determine 
is necessary or desirable for conducting Unit Operations. Working Interest Owners 
shall have no more than two (2) months after this Unit Operating Agreement 
becomes effective in which to make such determination, and all such property that 
is determined to be surplus shall be returned to the Working Interest Owner(s) 
that delivered same to Unit Operator, in as good condition as received, considering 
normal wear, and such surplus shall not be considered to have been taken over 
under this Section. 

 10.1.3 Records. A copy of all production and well records of such wells. 
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10.2 Inventory and Evaluation. Working Interest Owners shall, at Unit Expense, inventory and 
evaluate in accordance with the provisions of the Accounting Procedure attached as Exhibit “E” all the 
personal property taken over for Unit Operations. Such inventory shall include and be limited to those 
items of equipment normally considered controllable by operators of oil and gas properties as indicated 
in the “Materials Classification Manual” prepared by the Petroleum Accountants Society of Oklahoma, 
except those items normally considered non-controllable, such as sucker rods or tubing of sizes less than 
two inches (2”) and other items as agreed upon by the Working Interest Owners may be included on the 
inventories, provided that same may be used or useful in Unit Operations and their inclusion will insure 
a more equitable adjustment of investments. All other non-controllable items of lease and well equipment 
installed with the Unit Area and required in Unit Operations, although excluded from the inventories, shall 
nevertheless be taken over by the Unit Operator. Immediately following completion, such inventories 
shall be priced in accordance with the provisions of Exhibit “E”, Accounting Procedure, or at an appraised 
value determined or agreed to by Working Interest Owners; such pricing shall be performed under the 
supervision of; by the personnel of and in the offices of the Unit Operator, with other Working Interest 
Owners furnishing such pricing help as may be available and necessary. 
 

10.3 Investment Adjustment.  Upon approval by Working Interest Owners of the inventory and 
evaluation, each Working Interest Owner shall be credited with the value of its interest in all wells and 
equipment taken over under Article 10.1, and shall be charged with an amount equal to that obtained by 
multiplying the total value of all wells and equipment taken over under Article 10.1 by each Working 
Interest Owner’s Unit Participation. If the charge against any Working Interest Owner is greater than the 
amount credited to such Working Interest Owner, the resulting net charge shall be an item of Unit Expense 
chargeable against such Working Interest Owner. If the credit to any Working Interest Owner is greater 
than the amount charged against such Working Interest Owner, the resulting net credit shall be paid to 
such Working Interest Owner by Unit Operator out of funds received by it in settlement of the net charges 
described in this Section 10.3 
 

10.4 General Facilities. The acquisition of warehouses, warehouse stocks, lease houses, camps, 
facility systems and office buildings necessary for Unit Operations shall be by negotiation by the owners 
thereof and Unit Operator, subject to the approval of Working Interest Owners. 
 

10.5 Ownership of Property and Facilities. Each Working Interest Owner, individually, shall by 
virtue hereof own an undivided interest, equal to its Unit Participation in all wells, equipment and 
facilities taken over or otherwise acquired by Unit Operator pursuant to this Agreement All other lease, 
well equipment and other personal property not required for Unit Operations and not taken over by the 
Unit Operator as herein provided shall remain the property of the Working Interest Owner(s) that owned 
such equipment prior to the establishment of the Unit. 

 
ARTICLE 11 

UNIT EXPENSE 
 

11.1 Basis of Charge to Working Interest Owners. Unit Operator initially shall pay the Unit 
Expenses. Each Working Interest Owner shall reimburse Unit Operator for its share of Unit Expense in 
proportion to its respective Unit Participation. All charges, credits and accounting for Unit Expense shall 
be in accordance with Exhibit ‘E” and shall be apportioned among and assessed against the Working 
Interest Owners in proportion to their respective Working Interest Ownership percentages as reflected 
on Exhibit “D” hereto. Unit Operator shall be responsible for preparing monthly statements of Unit 
Expenses to be submitted to the Working Interest Owners for payment, in accordance with Exhibit “E”. 
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11.2 Budgets. Before, or as soon as practical after the Effective Date, Unit Operator shall prepare a 
budget of estimated Unit Expense for the remainder of the calendar year, and on or before the first day of 
each October thereafter, shall prepare such a budget for the ensuing calendar year. A budget shall set forth 
the estimated Unit Capital Expenditures. Budgets shall be estimates only, and shall be adjusted or 
corrected by Working Interest Owners and Unit Operator whenever an adjustment or correction is proper 
and reasonable. A copy of each budget and adjusted budget, if any, shall be furnished promptly to each 
Working Interest Owner. 
 

11.3 Advances. Unit Operator shall have the right to require Working Interest Owners to advance 
their respective shares of estimated Unit Expenses by submitting to Working Interest Owners, on or 
before the 15th day of any month, an itemized estimate thereof for the succeeding month, with a request 
for payment in advance. Within fifteen (15) days thereafter, each Working Interest Owner shall pay to 
Unit Operator it share of such estimate. Adjustments between estimated and actual Unit Expense shall be 
made by Unit Operator at the close of each calendar month, and the accounts of Working Interest Owners 
shall be adjusted accordingly. 
 

11.4 Commingling of Funds. Funds received by Unit Operator under this Agreement need not be 
segregated or maintained by it as a separate fund but may be commingled with its own funds 
 

11.5  Unpaid Unit Expense. If any Working Interest Owner fails or is unable to pay its share of Unit 
Expense within ninety (90) days after rendition of a statement therefore by Unit Operator, the Unit 
Operator shall, by certified mail, return receipt requested, mail to such defaulting Working Interest Owner 
a second invoice, notifying such Working Interest Owner that it is in default and that Unit Operator intends 
to invoke the provisions of either Section 11.5.1 or 11.5.2 if such invoice is not paid within four business 
days of receipt delivery. Unit Operator may not invoke the provisions of Section 11.5.1 or 11.5.2 if a bona 
fide good faith dispute exists as to the validity of some or all of the unpaid Unit Expense, provided that 
such Working Interest Owner shall pay all undisputed amounts within the four-business-day period 
provided for above and also, within that period, provides Unit Operator with a written notice setting forth, 
in good faith, the reasons it is disputing the validity of all remaining unpaid Unit Expenses. In the 
aforementioned second notice, Unit Operator shall designate which one of the following remedies it 
intends to invoke; 

 
 11.5.1 Unpaid Amounts Carried by Non-Defaulting Parties: Unit Operator may elect that 

such unpaid invoice or statement shall bear interest at the rate provided in Section 
I.3.B, of Exhibit “E’, Accounting Procedures. Such unpaid Unit Expenses shall be 
carried by and paid by all non-defaulting Working Interest Owners in the proportion 
that the Unit Participation of each bears to the total such Unit Participation of all 
such non-defaulting Working Interest Owners. The amount carried shall be due and 
payable out of the proceeds from the defaulting Working Interest Owner’s share of 
Unitized Substances, including, to the extent provided for in the Kansas Unitization 
Statutes (K.S.A. §55, Art. 13, et seq.), overriding royalty interests, oil and gas 
payments, or other interests in excess of one-eighth (1/8) royalty interest to which 
such Working Interest Owner’s interest is subject. During the time that any Working 
Interest Owner fails to pay its share of the Unit Expense, the unit Operator without 
prejudice to other existing remedies shall be entitled to collect and receive directly 
from the purchaser the proceeds from such Working Interest Owner’s share of the 
Unitized Substances. All credits to any such defaulting Working Interest Owner on 
account of the sale or other disposal of unit equipment, or otherwise, shall also be 
applied against the unpaid share of Unit Expense charged against such Working 
Interest Owner; or 
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  11.5.2 Deemed Non-Consent: Unit Operator may elect to treat such failure to pay the 
invoice or statement as an election by the defaulting Working Interest Owner to be 
treated as a Non-Consenting pasty and the unpaid amounts shall be recovered 
according to the provisions of Section 11.8 below. 

 
 11.6 Security Rights. In addition to any other security rights and remedies provided for by the laws 

of the State in which the Unit Area is located, with respect to services rendered or materials and 
equipment furnished under this Agreement, each Working Interest Owner grants to Unit Operator a lien 
upon the oil and gas rights Owned by each such Working Interest Owner within the Unit Area, including 
the Unitized Substances attributable thereto, when produced and the Unit Equipment credited thereto, in 
order to secure payment of the Unit Expense charged against such Working Interest, together with 
interest thereon at the rate set forth in Exhibit “E” or the maximum rate allowed by law, whichever is less. 
If any Working Interest Owner does not pay its share of Unit Expense when due, or if any Working Interest 
Owner elects to be carried or otherwise financed, Unit Operator shall have the right to collect from the 
purchaser of production, the proceeds from the sale of such Working Interest Owner’s share of Unitized 
Substances until the amount owed, plus interest at the rate of two percent (2%) above prime rate as 
established by the Chase Manhattan Bank of New York City, on the last day of the calendar month in which 
the unpaid balance becomes due or the maximum contract rate permitted by the applicable usury laws, 
whichever is the lesser, has been paid.  Each purchaser of production is hereby authorized and shall be 
entitled to rely on Unit Operator’s statement concerning the amount owed and the interest payable 
thereon. 
 

 11.7 Carved-Out Interests. Any overriding royalty, production payment, net proceeds interest, 
carried interest or any other interest carved out of a Working Interest and created after the Effective Date 
of this Agreement shall be subject to this Agreement. If a Working Interest Owner does not pay its share 
of Unit Expense and the proceeds from the sale of unitized Substances under Article 11.6 are insufficient 
for that purpose, the security rights provided for therein may be applied against the carved-out interests 
with which such Working Interest is burdened. In such event, the owner of such carved-out interest shall 
be subrogated to the security rights granted by Article 11.6. 
 

 11.8 Non-Consent Provisions. In the event that (a) three (3) or more Working Interest Owners 
owning a combined voting interest (pursuant to the provisions of Article 4), of more than sixty-five 
percent (65%), but less than one hundred percent (100%), desire to proceed with a  proposed project 
which under Article 4 requires an affirmative vote of at least sixty-five percent (65%) or more of the voting 
interests, or (b) in the event that any Working Interest Owner fails to pay for its’ share of Unit Expenses 
when due and Unit Operator elects to treat such defaulting party as a non-consent then the following shall 
apply: Unit Operator shall cause written notice to be given to all Working Interest Owners of the proposed 
project or projects, including specific data as to the proposed operation and the estimated cost thereof. 
The Working Interest Owners failing to agree to the proposed operations shall have a period of thirty (30) 
days after receipt of such notice in which to elect to join and pay their proportionate share of the costs of 
such proposed operations. After the expiration of said thirty (30) day period, the Working Interest 
Owners electing to proceed may so proceed at their sole cost and expense; provided, however, the parties 
paying the cost of such additional operations shall be entitled to recover from unit production attributable 
to the interest of the non-paying Working Interest Owners the following amounts: 
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  11.8.1 Surface Equipment beyond the Wellhead. Two hundred percent (200%) of the 
unpaid portion of such Working Interest Owner’s share of the cost of aboveground 
surface equipment beyond the wellhead connection, including, but not limited to, 
stock tanks, separators, heaters, pumping equipment and piping, plus two hundred 
percent (200%) of the unpaid portion of such Working Interest Owner’s share of the 
cost of operation of the unit during the period of recovering the costs itemized in 
this Section 11.8; plus 

  11.8.2 Drilling and Other Operations:  Intangibles.  Three hundred percent (300%) of the 
unpaid portion of such Working Interest Owner’s share of the costs and expenses of 
drilling wells in the Unit Area, including, staking, well site preparation, rigging up, 
or drilling, and reworking, deepening or plugging back, testing and completing said 
wells; and 

    11.8.3 Underground Pipeline Systems. Injected Substances. Three hundred percent 
(300%) of the unpaid portion of such Working Interest Owner’s share of the costs 
and expenses of underground pipeline systems, expenses for injected substances 
and any other nonrecoupable expenses incurred. 

 
All Interest and penalties prescribed under this agreement with respect to recovery of costs shall be paid 
from the non-paying Working Interest Owner’s share of production. 
 

11.9 Pre-Unitization Expense. Prior to effective date, Unit Operator may incur certain costs and 
expenses for and on behalf of the Working Interest Owners in anticipation of the Unit Agreement and this 
Agreement becoming effective, including legal fees required during the process of filing an application for 
approval by the Kansas Corporation Commission and any proceeding related to obtaining such approval. 
Such costs shall herein be referred to as “Pre-Unitization Expenses”. Notwithstanding the fact that such 
expenses have been incurred prior to the effective date of the Unit, Unit Operator shall, as soon as 
practicable after the Effective Date of this Agreement, reallocate and invoice such Pre-Unitization 
Expenses among all Working Interest Owners in accordance with the Unit Participation interest of each 
such Working Interest Owner. 
 

ARTICLE 12 
NONUNITIZED FORMATIONS 

 
12.1 Right to Operate. Any Working Interest Owner that now has or hereafter acquires the right to 

drill for and produce oil, gas or other minerals from a formation underlying the Unit Area other than the 
Unitized Formation, shall have the right to do so notwithstanding this Agreement or the Unit Agreement. 
In exercising the right, however, such Working Interest Owner shall exercise care to prevent unreasonable 
interference with Unit Operations. No Working Interest Owner, other than Unit Operator, shall produce 
Unitized Substances. If any Working Interest Owner drills any well into or through the Unitized 
Formation, the Unitized Formation shall be protected in a manner satisfactory to Working Interest 
Owners so that the production of Unitized Substances will not be affected adversely. 
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ARTICLE 13 
TITLES 

 
13.1 Warranty and Indemnity. Each Working Interest Owner represents and warrants that it is 

the owner of the respective Working Interest set forth opposite its name in Exhibit D, and agrees to 
indemnify and hold harmless the other Working Interest Owners from any loss due to failure, in whole 
or in part, of its title to any such interest; however, such indemnification and liability shall be limited to 
an amount equal to the net value that lies been received from the sale or receipt of Unitized Substances 
attributed to the interest as to which title failed. Each failure of title will be deemed to be effective, 
 
 
insofar as this Agreement is concerned, as of 7:00 A.M. on the first day of the calendar month in which 
such failure is finally determined, and there shall be no retroactive adjustment of Unit Expense, or 
retroactive allocation of Unitized Substances or the proceeds therefrom, as a result of title failure. 
 

ARTICLE 14 
LIABILITY, CLAIMS, AND SUITS 

 
14.1 Individual Liability. The duties, obligations and liabilities of Working Interest Owners shall be 

several and not joint or collective; and nothing herein shall ever be construed as creating a partnership of 
any kind, joint venture, association or trust among Working Interest Owners. 
 

14.2 Settlements. Unit Operator may settle any single damage claim or suit involving Unit 
Operations if the expenditure does not exceed Twenty Thousand Dollars ($20,000.00), and if the payment 
is in complete settlement of such claim or suit. If the amount required for settlement exceeds the above 
amount, Working Interest Owners shall determine the further handling of the claim or suit.  All costs and 
expense of handling, settling or otherwise discharging such claim or suit shall be an item of Unit Expense, 
subject to such limitation as is set forth in Exhibit “E”. If a claim is made against any Working Interest 
Owner or if any Working Interest Owner is sued on account of any matter arising from Unit Operations 
over which such Working Interest Owner individually has no control because of the rights given Working 
Interest Owners and Unit Operator by this Agreement and the Unit Agreement, the Working Interest 
Owner shall immediately notify the Unit Operator, and the claim or suit shall be treated as any other claim 
or suit involving Unit Operations. 
 

 14.3 Notice of Loss. Unit Operator shall report to Working Interest Owners as soon as practicable 
after each occurrence, damage or loss to Unit Equipment, and each accident, occurrence, claim or suit 
involving third-party bodily injury or property damage not covered by insurance carried or the benefit of 
Working Interest Owners. 

 
ARTICLE 15 

NONDISCRIMINATION 
 

 15.1 Nondiscrimination. During the performance of work under this Agreement, Unit Operator 
agrees to comply with all of the provisions of Subsections (1) through (7) of Section 202, Executive Order 
11246 of September 24, 1965, as amended by Executive Order 11375 of October 13, 1967, and as 
subsequently amended, which are hereby incorporated by reference in this Agreement. 
 



Unit Operating Agreement                        April 10, 2023 
Irons Morrow Sand Unit 
 
     

Page 13 of 16 
 

ARTICLE 16 
NOTICES 

 
 16.1 Notices. All notices required hereunder shall be in writing  and shall be deemed to have been 

properly served when sent by mail, telegram or telephone facsimile (fax) to the address and/or telephone 
fax number of the representative of each Working Interest Owner as furnished to Unit Operator in 
accordance with Article 4. 
 

ARTICLE 17 
WITHDRAWAL OF WORKING INTEREST OWNER 

 
 17.1 Withdrawal. A Working Interest Owner may withdraw from this Agreement by transferring, 

without warranty of title either express or implied, to the Working Interest Owners who do not desire to 
withdraw all its Oil and Gas Rights, exclusive of Royalty Interests, together with its interest in all Unit 
Equipment and in all wells used in Unit Operations, provided that such transfer shall not relieve such 
Working Interest Owner from any obligation or liability incurred prior to the first day of the month 
following receipt by Unit Operator of such transfer. The delivery of the transfer shall be made to Unit 
Operator for the transferees. The transferred interest shall be owned by the transferees in proportion to 
their respective Unit Participations. The transferees, in proportion to the respective interests so acquired, 
shall pay the transferor for its interest in Unit Equipment, the salvage value thereof less its share of the 
estimated cost of salvaging same, and the cost of plugging and abandoning all wells then being used or 
held for Unit Operations, as determined by Working Interest Owners. In the event such withdrawing 
owner’s interest in the aforesaid salvage value is less than such owner’s share of such estimated costs, the 
withdrawing owner, as a condition precedent to withdrawal, shall pay the Unit Operator, for the benefit 
of Working Interest Owners succeeding to its interest, a sum equal to the deficiency. Within sixty (60) 
days after receiving delivery of the transfer, Unit Operator shall render a final statement to the 
withdrawing owner for its share of Unit Expense, including any deficiency in salvage value, as determined 
by Working Interest Owners, incurred as of the first day of the month following the date of receipt of the 
transfer. Provided that all Unit Expense, including any deficiency hereunder, due from the withdrawing 
owner has been paid in full within thirty (30) days after the rendering of such final statement by the Unit 
Operator, the transfer shall be effective the first day of the month following its receipt by Unit Operator 
and, as of such effective date, withdrawing owner shall be relieved from all further obligations and 
liabilities hereunder and under the Unit Agreement, and the rights of the withdrawing Working Interest 
owner hereunder and under the Unit Agreement shall cease insofar as they existed by virtue of the 
interest transferred. 
 

 17.2 Limitation on Withdrawal. Notwithstanding anything set forth in Article 17.1, Working 
Interest Owners may refuse to permit the withdrawal of a Working Interest Owner if its Working Interest 
is burdened by any royalties, overriding royalties, production payments, net proceeds interest, earned 
interest, Carved-Out Interests or any other interest created out of the Working Interest in excess of the 
applicable lessor’s royalty interest as specified in the original oil and gas lease between the withdrawing 
Working Interest Owner and such lessor(s). If less than all the remaining Working Interest Owners refuse 
to permit a withdrawal, the Working Interest Owners agreeing to the withdrawal shall have the option to 
accept the transfer and assignment and agree to accept the Working Interest subject to such burdens, and 
the parties electing to accept such withdrawn interest shall, provided that any deficiency referred to in 
Article 17.1 has been paid in full, share same proportionately as to their respective Unit Working Interests. 
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ARTICLE 18 
ABANDONMENT OF WELLS 

 
 18.1 Rights of Former Owners. If Working Interest Owners determine to permanently abandon any 

well within the Unit Area prior to termination of the Unit Agreement, the Unit Operator shall give written 
notice thereof to the Working Interest Owners of the Tract on which the well is located, and they shall 
have the option for a period of sixty (60) days after the sending of such notice to notify the Unit Operator 
in writing of their election to take over and own the well. Within ten (10) days after the Working Interest 
Owners of the Tract have notified Unit Operator of their election to take over the well, they shall pay Unit 
Operator, for credit to the joint account, the amount determined by Working Interest Owners to be the 
net salvage value of the casing and equipment, through the wellhead, in and on the well. The Working 
Interest Owners of the Tract, by taking over the well, agree to seal off the Unitized Formation, and upon 
abandonment to plug the well in compliance with applicable laws and regulations. 
 

 18.2 Plugging. If the Working Interest Owners of the applicable Tract do not elect to take over a 
well located within the Unit Area that is proposed for abandonment, as provided in Article 18.1 above, 
then Unit Operator shall plug and abandon such well in compliance with applicable laws and regulations. 
 

ARTICLE 19 
EFFECTIVE DATE AND TERM 

 
 19.1 Effective Date. This Agreement shall become effective when the Unit Agreement becomes 

effective. 
 

 19.2 Term. This Agreement shall continue in effect so long as the Unit Agreement remains in effect, 
and thereafter until (a) all Unit wells have been plugged and abandoned or turned over to Working 
Interest Owners in accordance with Article 18; (b) all Unit Equipment and property acquired for the joint 
account have been disposed of by Unit Operator in accordance with instructions of Working Interest 
Owners; (c) all amounts owed to Unit Operator by any party have been fully paid, including accrued 
interest; and (d) there has been a final accounting. 
 

ARTICLE 20 
ABANDONMENT OF OPERATIONS 

 
 20.1  Termination. Upon termination of the Unit Agreement, the following will occur: 
 

  20.1.1 Oil and Gas Rights. Oil and Gas  Rights in and to each separate Tract shall no longer 
be affected by this Agreement, and thereafter the parties shall be governed by the 
terms and provisions of the leases, contracts and other instruments affecting the 
separate Tracts. 

  20.1.2 Right to Operate. Working Interest Owners of any Tract that desire to take over and 
to continue to operate wells located thereon may do so by paying Unit Operator, for 
credit to the joint account, the net salvage value, as determined by Working Interest 
Owners, of the casing and equipment, through the wellhead, in and on the wells 
taken over and by agreeing upon abandonment to plug each well in compliance with 
applicable laws and regulations. 
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  20.1.3 Salvaging Wells. Unit Operator shall salvage as much of the casing and equipment in 
or on wells not taken over by Working Interest Owners of separate Tracts as can 
economically and reasonably be salvaged, and shall cause the wells to be plugged 
and abandoned in compliance with applicable laws and regulations. 

 20.1.4 Cost of Abandonment.  The cost of abandonment of Unit Operations shall be Unit 
Expense.

 20.1.5 Distribution of Assets. Working Interest Owners shall share in the distribution of 
Unit Equipment, or the proceeds thereof in proportion to their Unit 
Participations. 

 
ARTICLE 21 
APPROVAL 

 
 21.1 Original Counterpart or Other instrument. An owner of a Working Interest may approve 
this Agreement by signing the original, a counterpart thereof or other instrument approving this 
Agreement the signing of any such instrument shall have the same effect as if all Parties had signed the 
same instrument. 
 

ARTICLE 22 
SUCCESSORS AND ASSIGNS 

 
 22.1 Successors and Assigns. This Agreement shall extend to, be binding upon, and inure to the 
benefit of the Parties hereto and their respective heirs, devisees, legal representatives, successors and 
assigns, and shall constitute a covenant running with the lands, leases and interests covered hereby. 
 

ARTICLE 26 
UNLEASED INTERESTS 

 
26.1  Treated as Leased.  If a Working Interest Owner owns fee to all or a part of the Oil and Gas 
Rights in any Tract which are not subject to an oil and gas lease, or other contract in the nature thereof, 
such Working Interest Owner shall be deemed to own a Working Interest in such Tract to the extent of 
seven-eighths (7/8) of its interest therein and a Royalty Interest with respect to the remaining one-
eighth (1/8) interest therein. 
 

ARTICLE 22 
JOINDER IN DUAL CAPACITY 

 
 22.1  Joinder in Dual Capacity.  If a party owns both a Working Interest and a Royalty Interest, it 
shall not be necessary for such party to execute this Agreement in both capacities to commit both 
classes of interests.  Execution by any such party in one capacity shall also constitute execution in the 
other capacity. 
  
 
 
 

[Signatures on the following page.] 
  



Unit Operating Agreement                        April 10, 2023 
Irons Morrow Sand Unit 
 
     

  
  
  Page 16 of 16 

 IN WITNESS WHEREOF, this Agreement is approved on the dates opposite the respective 
signatures set forth below. 
 
UNIT OPERATOR  

 
CANADAY OIL COMPANY 
 
 

 By:  _________________________ ___  
  G. M. Canaday, Vice President 
 
 

 
WORKING INTEREST OWNERS 
 
 
 
 
By: __________________________     Date:  ________________   
    
 
 
By: __________________________     Date:  ________________   
 
 
 
By: __________________________     Date:  ________________   
 
 
 
By: __________________________     Date:  ________________   
 
 
 
By: __________________________     Date:  ________________   
 
 
 
By: __________________________     Date:  ________________   
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UNIT AREA 

Tract 1 

Tract 2 

Tract 3 

Tract4 

Tract 5 

EXHIBIT 'B' 

Unit Agreement 
dated 

January 10, 2023 

IRONS MORROW SAND UNIT 
Clark County, Kansas 

Northwest Quarter 

Southwest Quarter 
Southeast Quarter 

Northwest Quart~r 

East Half of the Northeast Quarter 

Northeast Quarter of the Northeast Quarter 

All in Clark County, Kansas 

Section-T-R 

17 - 30S- 24W 

8 - 30S - 24W and 
7 - 30S - 24W 

8 - 30S - 24W 

7 - 30S- 24W 

18 - 30S - 24W 
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NW/417-T30S-R24W 
SE/4 7-T30S-R24W & 

NW/4 8-T30S-R24W E/2 NE/4 7-T30S-R24W NE/4 NE/418-T30S-R24W T, act factors 
SW/4 8-T30S-R24W 

Unit Tr act 1 Facto, Unit Tract 2 Factor Unit Tract 3 Factor Unit Tract 4 Factor Unit Tract 5 Factor Totaled= 

OWNERSHIP o.mnoo 0.490800 0.267500 0.119100 0.003500 1.00000000 
G\11 NRI /RI/ ORRI G\11 NRI/RI/OFIII G\11 NRI /RI/ ORRI G\11 NRI /RI/ ORRI G\11 NRI /RI/ ORRI UNITG\ll"S UNIT NRI / RI/ ORRI 

Karen Lee Bye,ley Revocable Trust GWI 0.05955000 0.05955000 
NRI 0.05210625 0.05210625 
RI 0.00744375 0.00744375 --- ----

Louise Ann West GWI 0.05955000 0.05955000 
NRI 0.05210625 0.05210625 
RI 0.00744375 0.00744375 -- ---- --- ----

Dana Homan Trust GWI 0.36810000 0.20062500 0.08932500 0.65805000 
NRI 0.29957~94 0.16300781 0.07815938 0.54074313 

Lucinda Brothers GWI 0.04090000 0.02229167 0.00992500 - 0.07311667 
NRI 0.03328€22 0.01811198 0.00868438 0.06008257 -- ---- --- ----

Grant Canaday GWI 0.04090000 0.02229167 0.00992500 0.07311667 
NRI 0.03328€22 0.01811198 0.00868438 0.06008257 

P auick Canaday GWI 0.03578750 0.01950521 0.00868438 - 0.06397708 
NRI 0.02912~44 0.01584798 0.00759883 0.05257225 -- ---- --- ----

Cade Canaday GWI 0.00511250 0.00278646 0.00124063 0.00913958 
NRI 0.00416(78 0.00226400 0.00108555 0.00751032 

B&F Family LP RI 0.01533150 - 0.01533750 --- ---- --- - - ---
Billy Irons RI 0.01533150 0.01671875 0.03205625 

--- ---- --- --- ---

Keuylrons RI 0.01533150 0.01671875 0.03205625 
-- --- --- ---

Derby Rock LLC RI 0.01533150 0.01671875 0.03205625 
Richa1d Saenz ORAi 0.01717f00 - - 0.01717800 - --- --- ---
Preston Saenz Trust ORAi 0.00490€00 0.00490800 
Preston Saenz Jr ORAi 

---

0.00245400 
--- . --- --- ---

0.00245400 --- --- --

Pat Seal Revocable Trust ORAi 0.00547541 0.00547541 
Cannon Family Investments Inc RI 0.01488750 0.01488750 --- ---
John Bai, GWI 0.00070000 0.00070000 

NRI 0.00061250 0.00061250 
RI 0.00008750 0.00008750 

Linda & Edward Mahieu GWI - - 0.00070000 0.00070000 
NRI 0.00061250 0.00061250 
RI 0.00008750 0.00008750 

- ----

Mark & Michelle Mahieu GWI 0.00070000 0.00070000 
NRI 0.00061250 0.00061250 
RI 0.00008750 0.00008750 ----O'Brien Family T1ust of 2011 dated GWI 0.00140000 0.00140000 

July 22, 2011 NRI 0.00122500 0.00122500 
RI 0.00017500 0.00017500 

TOTALS: D.11910000 0.11910000 0.49080000 0.49080000 0.26750000 0.26750000 0.11910000 0.11910000 0.00350000 0.00350000 1.00000000 1.00000000 



E
X

H
IB

IT
 “D

” 
U

N
IT

 O
PE

R
A

T
IN

G
 A

G
R

E
E

M
E

N
T

 
IR

O
N

S M
O

R
R

O
W

 SA
N

D
 U

N
IT

  

NW/417-T30S-R24W 
SE/4 7-T30S-R24W & 

NW/4 8-T30S-R24W E/2 NE/4 7-T30S-R24W NE/4 NE/418-T30S-R24W Tract Facto1s SW/4 8-T30S-R24W 

Unit T, act 1 Factor Unit Tr act 2 Factor Unit Tr act 3 Factor Unit Tr act 4 Facto, Unit Tr act 5 Factor Totaled= 

OWNERSHIP 0.119100 0.490800 0.267500 0.119100 0.003500 1.00000000 
G\11 Unit \II G\11 Unit\11 G\11 Unit \II G\11 Unit \II G\11 Unit\11 UNITG\11"S 

Karen Lee Byerley Revocable Trust 0.50000000 0.05955000 0.05955000 
Louise Ann \.Jest 0.50000000 0.05955000 0.05955000 
Dana Homan Trust 0.75000000 0.36810000 0.75000000 0.20062500 0.75000000 0.08932500 0.65805000 
Lucinda Brothers 0.08333333 0.04090000 0.08333333 0.02229167 0.08333333 0.00992500 --- 0.07311667 --- ---
Grant Canaday 0.08333333 0.04090000 0.08333333 0.02229167 0.08333333 0.00992500 0.07311667 

- --

P atlick Canaday 0.072916667 0.03578750 0.072916667 0.01950521 0.072916667 0.00868437 0.06397708 
Cade Canaday 0.010416667 0.00511250 0.010416667 0.00278646 0.010416667 0.00124062 0.00913958 
John Bai, 0.20000000 0.00070000 0.00070000 
Linda & Edward Mahieu 0.20000000 0.00070000 0.00070000 

- -

Mark & Michelle Mahieu 0.20000000 0.00070000 0.00070000 
_O'Brien Family Trust of 2011 dated July 22, 2011 0.40000000 0.00140000 0.00140000 

TOTALS: 1.00000000 0.11910000 1.00000000 0.49080000 1.00000000 0.26750000 1.00000000 0.11910000 1.00000000 0.00350000 1.00000000 



UNIT OPERA TING AGREEMENT 
IRONS MORROW SAND UNIT 

Owner 

Tract 1 
Louise West 
Karen Byerly 

Tract 2 
Dana Homan Trust 
Lucinda Brothers Full 
Grant Canaday 
Patrick Canaday 
Cade Canaday 

Tract 3 
Dana Homan Trust 
Lucinda Brothers Full 
Grant Canaday 
Patrick Canaday 
Cade Canaday 

Tract4 
Dana Homan Trust 
Lucinda Brothers Full 
Grant Canaday 
Patrick Canaday 
Cade Canaday 

Tract 5 
Other 

Unit Owner 
Louise West 
Karen Byerly 
Dana Homan Trust 
Lucinda Brothers Full 
Grant Canaday 
Patrick Canaday 
Cade Canaday 
Other 

EXHIBIT 'D' 

WI in Tract 
Decimal Interest 

0.5000000 
0.5000000 

0.7500000 
0.8333000 
0.8333000 
0.7292000 
0.1042000 

0.7500000 
0.8333000 
0.8333000 
0.7292000 
0.1042000 

0.7500000 
0.8333000 
0.8333000 
0.7292000 
0.1042000 

1.0000000 

Tract Factor 
xWI 

0.0595500 
0.0595500 

0.3681000 
0.0409000 
0.0409000 
0.0357900 
0.0051100 

0.2006200 
0.0222900 
0.0222900 
0.0195100 
0.0027900 

0.0089330 
0.0099200 
0.0099200 
0.0086800 
0.0012500 

0.0025000 

0.0595500 
0.0595500 
0.6580500 
0.0731100 
0.0731100 
0.0639800 
0.0091500 
0.0035000 

1.0000000 

Unit 
Participation 

Decimal Interest 
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Exhibit "E" 
ACCOUNTING PROCEDURE 

JOINT OPERATIONS 

COl'i\S 2005 Accounlin~ Procedure 
Recommcndcllhy COPI\S 

Auached tonnd mndcpmt of~P"l:'"',A"'N-':"n"-f!"-J'-'N-"IT,_,1,_,7,,.,1\c-.T,.,IO"'~"-·--------------------------­
IRONS MORROW Si\NI) IJNIT Cl.ARK COIJNTV KANSAS 

5 
6 

1 
I. Gr.NF.RA!.. PROVISIONS 

If nm PARTIES f.AIL TO SELECT F.ITIIE'.t ONE OF COMl'f.TING ",\I.TF.RNATIVE" l'ROVISIONS, OR SEI.F.CT ,\I.I, THE 

COMPETING "ALTERNATIVE~ PROVISIONS, ,\LT£1tNATIVE I IN F.ACII SUCII INSTANCE SHAU. BE l>EF.MEI) TO HAVE 

10 llF.llN ADOPTED B\' THE PARTIES AS A RESUl,TOF ANY SliCII OMISSION OR D\IPI.ICATE NOTATION. 

11 

l1 IN TIIE EVENT TIIAT AN\' "(WTIONAI." PROVISI01': OF THIS ACCOllNTING l'ROCF.OIJRF. IS NOT AllOP'l'F.ll In' TIIE 

I'.\ PARTIES TO THE AGKEEMENT 11V A TVP£-:O. PRINTED OR IIANflWIUTTF.N IND!CA TION, 511CH PROVISION SHA!.!. NOT 

1~ FORM A PART OF THIS ACCOUNTING PROCF.llliRE. ANII NO INFERENCE SIIAI.I. RE MADE CONCERNING THE INTENT 

1S OF THE PARTIES IN SUC:11 EVF.NT. 

16 

17 1. DEFINITIONS 
18 

19 All 1crms used in tliis Accounting Procedure shall have the fol/owiny meaning, unles.s otherwise expressly defined in lhc Agrecmtnt 

20 
21 MAffiliate,_ nwans for a p~rson. unodlcr ~n.:,m lhat comrols. is cumrollcd by. or is under common comrol with that petf:M. 1n this: 
22 definition, (n) conlrol meons the uwncrship hy one person. directly nr indirectly. or more thnn fifty percent (50%) of the voting securities 
23 of a corp-0r11tion or, for other persons, the equivnlenL ownership interest (such as partnmhip interests). and (h) "person" means nn 
24 individunl, corporation, purtntrship, trust. 1:s1arc.. unincnrponttcd organization. a,•mciarion. or other legal entity. 

2S 

?6 ""'Agrccment0 mc;ins the operating ugrccmcnt, tb.rmout agn.'Cm~nt. or othi:r comrnct between the Panics to which this Accounting 

27 Procedure is att11chcd, 

?8 
29 "ControUa:blc ~-1atcriat .. mc-Jns Material that, a1 th\! lime of acquisition or disposition by the Joint Account.. as npplicahle. is so classified 

JO in tl1c Ma1trial Clll!!silica1ion Manual most n:o:nlly rccommcnd~d by the Council of Pe1mleum Accountant~ Societies (COPAS). 

31 

32 "Equalized Fn:ight0 m~ns the procedure of c:hurc-4\ng transp(1rtu1ion cost to the Joint Account hased upon lllc distance from the nearest 

33 Railway Receiving Point 10th• pmpeny. 

]4 

35 "Exdudcd Amount'' means aspccllicd cseludcd trucking unlllunt mnst r,cently recommended hy COf>i\S. 

36 

l7 ~Field Office" means u structure. or ponion of a siruetun:, whether a temporary or permanent in.stallatioo. the primary function of which is 
38 to directly serve daily operation and mainter ... mcc m:ti\·ities of 1hc Joinl Property and which serve.,;, as a staging :ireo. for directly chargc•1blc 

39 field personnel. 

40 

41 "First I.en! Suporvi•ion" means thosr: employees who<e primarr function in Joint Operation~ is the direct oversight of the Operator's 
42 lield emrloyees and/or contract labor directly employed On-site in n field opcruting capacity. First Level Supe<Vision functions may 

-13 include, but 3rt! not limited to: 

44 
45 Responsibility fur lield em~loyces und contn1c1 lubllr enguged in atti,·ities tlial can include field operation.~. maintenance, 

.u, construclion. well n:medial work. equipment move-men! and drilling 
47 Re5ponsihility for Uay-to~duy din:ct uvc:rsight ol'rig uperalinns 
,& Responsibility tor day-to-day direcl nvcrsight or constructinn opcralions 
49 Coordination of job priorities and IIJlpTOVal of wmk pmccdun:s 
so Rcspom;ibilily for optimu.l resource utilizalilm (cquipmc..-nt. Mmcrinis. personnel} 
51 Rcsp:ons\bility for mc:cting produ1.1ion and field operating t!\-ptnsc targets 
52 Rcprcsimation uf the Parties in local nlulb.>rs involving commtn1ity, vendors. regulatory ag\1nts and lnndcmncrs. a.i; an incidcntnl 

53 pan of the supervisor's operating rcspunsibilitic.s 

;4 Responsibility for all emergency rcsvnns<:.< with field s1afi 
ss Responsibility for imp!emonting safo:y and environmental practices 

S6 Responsibility for field adherence lo company pnlicy 
s1 Responsibility for cmplo)mcnt decision.~ ll!ld p•rfom1ancc uppraisols for field pmonncl 
58 Oversight or sub-groups lbr !it!ld runclions such 111 cltclrical. safely. environmental, 1elccommunications. which may have group 

59 or learn l•adm. 
60 

01 ~.lulnt Account"' moans the account showing 1hc charg•-s paltl und credits received In the conduct of the Joint Operations that are to be 
62 shared by the Partil!S. but does not in•~udc proceeds nllributahlc tu hydmcnrhons and hy-product, produced under tlte Agreement 

6, 

64 ••,raint Operations" me.ans all operations ncccs>~ry or proper fnr the e.."plnrnlinn~ npprai~al. dc,.•c:1opmcnt.. production, pmt~tion1 

65 mnintcnanci:, repair. abandonment. llfld rus1oration of the Jninl l'ropeny. 

(J6 

COPYRIGHT iJ 2005 by Council of Pcrroloum AccounUlllts Societies. Inc. tCOPAS) 
I 



(:C~f.J'C\S ,. 

",loint Property~ means the n:al and personal propeny subject to \he ,\grccmcnt. 

COPAS 2005 Accounting Procedure 
Recommended hy COPAS. Inc. 

··L.iw~!'• means any laws. rules. rcguh1tian."l1 t.lccrcc5. and mdcrs of tin: \Jnitcd Sta1c~ of Amcric.1 m nny ~tntc therc:or .:ind aU o1hcr 

go\·cmmentat hodies. agencies. und other 1.1uth(1ritics having jurisdiction over or affecting the pro\'isions contained in nr the 1ransactions 

cnmcmplated by the Agreement or the l'anies and their 011eratinns. whclher such laws """' exist or arc hercaller amended. cnncled. 
promulgated or issued. 

u~laltrbl" mcillls pmmial propcny. equipment, supplies, or c1111sumablcs .cquircu or held for use hr the Joinl Properly . 
• 

10 ... Non ... Qpcntors'" m~uns the Panh .. "S 10 the t\grccmc:111 other than the Operator. 

11 

11 ~offshore Fatilifits,. means pJutfomlS, surfnci: ;ul<l subsea tJevelopnu:nt und riroductinn S}'l'i1<:ms. and other support system~ !iuch as oil :llld 
13 gas ham.Hing fai..:i11tle.'i, tlvfng. quarter.;. otfo.:i::;, 81mi,s. l.TJn.:s. dcctrical supply cquipmem and systems. fuel and wutt!r storage and piping, 
l~ hL-1iport. marim: docking insli\llations. communicnlion frlcili1ics . m.l\'ig:ition aids, nnd other similar facilities nccc:ssnry in the cnnduct of 
l5 offsl1nrc opcrntiuns. a\l t1fwhich ar~ lllCUlcd nff5hore. 
16 

17 "Off-site" means uny locution thm is not con!\itli:rcd On-sitl! as dt:linctl in this Accounting Pmcedurc. 
18 

19 ·•on.site'' nH!a.m; on the Joint Property wh,m in direct conduct of Joint O111!r.ilions. 'Ille term -on-site'· shull also irn:lu(lc 1h01 portion of 

20 Offshore Facilities, Shore Basl! Facilities, fohricution )'1,rds. ;md sl;igi11g: or~as from which Joint Operations nre: conducted. or othc.:r 

21 focilitic; thn1 directly control equipment on the Joint l'mperty. regurdlc~, nf whether such fadlltie., are o\\11ed hy the Join! l\ccounl 
11 

l3 '"Opcrntor" JnL!ans the Puny dcsigru11cd pursu.mt to 1hr Agn:cmcnl tu conduct the Joint Opcralion:;, 
'.?4 

2S ~rarti~s~ means legtt1 cntitii:s sig.nutury to the A,gn:c:mcnl or their succc!..i:.or!i ,md assigns. Pnr1ics !;hall be rderred to individunlly a,;; 
:u, ·'Purty.-

17 

28 ~Partkipatiug Interest"" means th= percentage of 1he cos1s antl risks of conduc1ing an npcr.::iticm 1mdcr the ,1\grccrncnt tlrnt n Pnrty ng.recs, 
29 or is otherwise obJigal!!<L to pay and bear. 
30 

31 ··Purticipating P.1rty'" mi:ans u Purty thm uppro\·cs u prnpuscd operation or otherwise agrei:s, or become.~ liahlc. l('I pay and hcur a share or 
32 the costs and risks of conducting an operation unda lhc Agn:1.-n11,,,•nt 
.H 

34 .. Personal F.xpcnscf' meuns rcimhurscd costs fut trdrel und tl:mpomt)' lh·in_g expenses. 
35 

36 ·•Railway Rccch·ing Point" means the rnilhcu~ neuresl 1hc Jnin1 Property for which freight raics arc published. even though nn actual 
37 rnilhcad may not cxisL 
38 

39 .. Shore U;lsc futilities" m~mts on.sl1on: support ltlciliti...-s tlmt during. Joint Opcr.itions provide such SCf\'iccs to the Joint Propeny as a 
-10 n:c1.."1\-·ing: ,md mms:;hip1m:nt poirll lbr Matcriuls~ dcbnrk:nion point for drilling and produclinn personnel nnd ~erviccs.; communic:ition. 
41 scheduling ::md dispatching C\..-Otcr: nnd other a-.sncfotcd functions st.•rving the Joim Property. 
·12 

43 ··Supply Store,, menus o recognized soun:l! or cnnunon SUll'.k point for a gi\•cn Muterial i1cn1 . 

•• 
45 "Tcrhnic~nl Scrvicc~0 means services prm•iJing. specific l!nginc:cring, gcoscitmcc. or other professional skills. ~uch as those ru:rfonncd by 
4<1 1.:nginccrs. gcolog.ists. gl!ophysicists, and tcc11niciuns. required hl lumdlc specific opi;.rating conditions and problem~ for the benefit of Joint 

47 Opr:mtinns: prnvidt!d. lmwcvl!r, Technical St.:rvicl.!.'i shall ntlt include lhtt~c functions specifically identified a..i; overhead under the second 

~R parJgraph of the introduction of Section Ill ((h-.rliead), T•ehnicul Sc-rvice; ma)' he provided by the Opcr:ilor. Operator', Affiliate. Non-

49 Operator. Non-Opcmtur ,\lliliatc.,. and/or third panics. 
511 

51 2. STATEMENTS ANI> 811.UNGS 

" B Tiu.: Opcrutor sim!I bill Non-Op~rutors on or hcforl! the last duy uf the mnn1h fnr their pmportionatc share of the Joint Account for the 

S-1 preceding month. Such hitls shall hl! 1n:compunicd by statements thut idcn1ify the AFF. {ou1hnrity for c.li!penditurc). lea.i.c or focility. and all 

55 churges and crt:dits summurittd by upproprhue cutcgmi\!s of in\'cstmcnt nnd t:~pt:n5~. C:ontmUabh: Mnicrin1 shall he scpanucly idi:nlifii.?d 
56 and full)' described in detail, or m the Opemto(s onti<Jn. Contmll;ihlc Material may he summnri1.<d hy major Material cl=ilica1ions. 
Si InLangiblc tlriUing costs. audit .tdjustmc:nts. and umt'iUal i.:harJL-S imd ~rcdit'i shall hi! scp.iratdy and clenr1y id(ntincd. 

58 

5? The 011cramr nwy make availahlc to Non-Openuors any statements and hill; required under Section 1.2 nnd/or Scc1inn 1.3.A (adl'Gnc,s 
6t'I and Payments by 1he Pt1rti.?s) via email, t:lectnmic data intcrd,ang~ internet website!. or otht?r equivnlcnt eteclronic media in lieu of pa~,cr 
c,1 copies. The Opcrntor shall pro\'idt! the Nnn-Opt.Tcltors instructions and any necessary infmmalion to access and re~ive the sta.tcmcnLi, and 

62 hills wilhin the timeframes specili•d he-rein. A srntemcnt or hilling shall he deemed a., dclivcn:d twemy-four (24) honr.; (exclusive of 
63 weekends and holidays) ntkr !ht Operator notifies thi.: Non-Operator thm the statement or hilling i~ nvnilahh: m, Ule wchsitc und/or licnt via 
64 email or cfcctrunic daw intcrch:mg.t mmsmissinn. fa1ch Non~Operntor indi\·idunily shall elect 1fl receive stutements nnU bilJings 

65 clcctronicu1ly. ff :1\·ailable frnm tht Otn:ratm. or request paper copies. Such ctc:ction may he changed upon thirty (30) da)'s prior written 

66 notice to the Opcnltor. 

COPYRIGHT t, 2005 hy Coundl or Petroleum Accountants Sncielii:s, Inc. (COPAS) 

2 



0 COPAS 2005 Accounting Procedure 
Recommended by COPAS. Inc. 

COO a S 
l 

10 

II 

12 

IJ 

14 

15 

16 

17 

Jg 

IQ 

,o 
21 

12 

2) 

H 

2) 

Z6 

27 

2& 

29 

JO 

31 

33 

34 

35 

36 

31 

38 

39 

4) 

44 

4l 

46 

47 

4S 

49 

;o 

51 

5) 

54 

55 

;6 

57 

58 

59 

60 

61 

62 

63 

6" 

(d 

66 

3. AD\IANCf~~ ANll l'AVMf.NTS II\' nm PAl('flf.S 

4. 

A. Unless otl,onvi,c provided for in 1hc Ai;=m<nl. the Op<rntur may require tnc Non-Operator.; to advnnce their slmr~ of Jhe estimated 

ca,h outlay fur the succeeding month's operutiuns within liltcen f I SJ duys after receipt of the advance reqncsl or hy the first doy of 
the monlh for which the advance is tc(Juired. whichewr is later. ·11,c Operator shall adjust each monthly hilling 10 rcflec1 ndvnnces 

n.,:eivcd limn the Non-Op•rators l'nr such montl1. If a rcfimd is due, the O~rntor shall lljlply the amount to he refimded tn 1hc 

subsequent month's billing or atl\'ancc. un\csj Uu..: Non-<}p1.:rator sends the Opl.-rt!lor a writlcn request for a ci2Sh rctirnd. The Operator 
sltall remit the refond lo the Non-Op,-ralor witl1in filken ( 15) duys or receipt ofso,ch written «qucsl. 

B. faccpt as pruvid,"<1 below. euch Pun)' ,hall pay it~ pmpunionutc slr:m: of nil hills in full within fil\een f 15) dnys of "-"<=dpt date. If 
paymenl is nol made within such time, the unpuid balunc.: shall l>cllr intcrc.11 compounded. montl1ly nt the prime ralc published hy the 
w,,11 Street Journal on the fir:il lhly or each momh the paymc.nt is delinquent. plus three percent (3%). Jlel" ,mnum. or the maximum 
contract rutc permitted hi· tl1< upplicuble usury Laws ~u,cming the Jninl Propcny. wlllchever is the lcss~r. plu.s attorney's fco.s, court 
costs~ and otht:r costs in com11.:ction with the colh:Clion nf nnpnid amounts. If the Wall Street .lmwnal c1?11scs 10 he puhlished or 
dilicontinUC!:i publishing u prime rote, the unp:iid halanci; shall hear interest compounded mnmhly nt lhe prime rate: puhfo,hcd by the 
~<dcrnl Reserve plus three percent (3%). per unnum. Interest shall hl!gin accruing on the lirst dny of the mnnth in which the pai,ncnt 
wus due. Puyment shall not be reduced or dclJycd as a r~sult of inquirie~ nr anticipnlcd crcditc; unless the Opera.tor hM agreed. 
Notwithstanding the foregoing. the Non-Opcru[or mny reduce pnymt!nt. pro\'idcd it fuml~hes documentation and ~xpJ:malinn to the 
Opcrolor at the timl! puym~nt is made, to th&: 1:x1cn1 such rcduclion i~ causcll hy: 

(l) being billed at an im:orr<ct working imcrcst or l'urlicipating Interest thnt is l1igher thm1 such Nm1-0pcrotnr's actual worlsing 
interest or P.t11icipa1ing lntcres1. "-' applicable: or 

(2) being billed fiir a praj,cl nr AFE requiring approval nl"thc Panies under the Agro,mcnt thai lhc No11-0pc1111or has not approved 
or is nut ntlrnrwise obligalcd to puy undcrthc Agr«m•nt ur 

(3) being hilled tbr a pmperty in which the Non-Opaator no kmger ""'" a workin~ in1cn:.11. provided me Non-Opcrmor has 
lllmishctl tht Operntor a copy or tho recorded ussi~'l1mcnt or letter in-lieu. Notwithstanding the forcgning. th.: Non-Operator 
shall rcmuin rc-sponsihlc fur pa}ing bills ,1trihulul1lo to the interest it sold or trnnsfcrred for any hills rendered during the ~,irty 
(30) d;1y p~riod following t11e Optmllor"s n:ci.:ipt of such written notice: or 

( 41 chnrJ« out<idc the adjustmen\ ptrio<I. as provided in Scc1ion 1.4 (.·1,fjusimmts)_ 

AllJUSTME~TS 

A. Paym<.-nt of any such hills slia\l not pr~judicc th~ right of uny Porty to protc~l or qucstil,n the correctness thcrcuf~ how~vcr. all hills 
and stlllements. includint, pu1·out slatcmcnts. n:ndcrcd during any Clllendar yenr shall conclusively he presumed 10 he 1mc nnd cnrrccL 

whil respect only Ill expenditures. after twenty-four (24} mL1mhs following !he end of any such calendar )'car. unless within ~uid 
period a Party take~ specific det:1ikd written c,ccplion thereto making n claim for udjusu11en1. The Operalor shall provide a response 
to all \\Tillen c,~plions, whe1hcr 1,r not comainctl in un audit rcpon. within the time periods pre.scribed in Section I.S (l'.speudi111re 
,JudUs). 

8. All adjustments. initiated by the Operntnr. except those described in ilcms (I) 1hroug.h (4) of this Sl.!ction 1.4.R. arc \imitt:d lo the 
twenl)'-four (2.4) month period follo\\.ing the end of1hc calcndur yi>;1r in which lhe original charge app\!ar\!d or shon1d have appeared 
on the O~rator's Joint ,\c:count stattmcnt or payout stutcmr.:111. Adjuslm!,!llt.S that may he made. hcyunU the twtmy.fhur (.24) momh 
period are limited to .adjustments rc:iulting from 1hc foHmving: 

(f) a physical invt!ntory orCnntroll:ible Mat1,,.7ial tl.S provided lbr in Section V {hmmtorles q{Cnmro//able Material). or 
{2) an off.'ictting cntry (whether in whok ur in part) tlm1 is the dircc.l n:.,;.ult of n specific joint intc:rcst audil exception grnntcd hy tlk: 

Operntur relating to another properly, or 

{3) a ~ovcmmc:ntlre<Julatnry audit. ur 

{4) a working interc)1 mml.!r.ihip or Punicipalh1g lnten:st udjustmcm. 

5. EXPF.NDIT\iRf. AVlllTS 

A. A Non-Oper.nor. upon ,vtim::n no,icc to the Opi:mtt,r und all tnhL'f Non-OperaloJ1ii. shall have t\1c right to audit the: Operator's 
accounts :m.d 1':Cords n.:luting to the Joint Account within the twcnty~four (24) month period foUo\\ing the end of such calendar year in 
which such bill w:is n:ndcrctl; howcv.:r, conducting nn audit shnll nol extend the time for lhc taking of written c~ccption to and 1he 
adjustment nr uccounts as provided for io Section I.~ (.•lt//u.,imem.r). Any Pnrty \hat is sul\iCC\ to payout accounting under 1hc 
Agreement shall h3vce the right to audit the accounts and Ni.''Ords. of the Party r~pnnsihlc for prcp:uins, µle paynm !.Hllerrt\!nt).. or of 
the Party furnishing information 10 the Party r~ponsihlc for preparing paynut statements. Audits ofpaynut accounl'i may include the 

volumes or hydrocarbons produced und su,·cd and pruc,:cds r«civcd for such hydrocarbons n.< they pertain to pnyoill nccounting 

required und,-r tlu: Agre(ment. Unless otheiwise pr01•ided in the Agreement. audits nf 3 p:iyout nccount shall he con dueled \\i tl1in u,c 
twcntr~four (24} monUl pcrind following the end of the calendar )·ear in which the payout statement was rendered. 

Where Uttrc ttrc two or more Ntm•Opt:rutors. the Non--Opcrmors :.hnU make cv::ry rcnsonablc cfthn to crmduct a joint audit in a 
m,mncr thut will 1'1.-SUlt in a minimum of itH.'tm,·cnicncc to thl! Operator. Th\! Opcra1or ithalJ bear no portion of the Non..Opcmtors· 
nudit cost incurred und<.>f thii par.tgraph unll!SS agr\!cd lo by 1hl! Operator. The andit5 !.hall not he conducted more than once cnch ycur 
wirlmut prfor uprruvol oflhi: Opcrmor. c:-.:c~pl upun the rc.,ign.1tion or rcmov:1I orthe Opemtor, and ~halt he made at the c~JU!rnc of 
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!hose Non-Opemlors upproving such audit 

The Non.()pen,tor lcodil!J: lhc audit (hereinafter '1<'1d uudll company'"} shall issuo lhc audit repo11 within nine!}' (90) days after 

eomplclion of 1hc oudit tcs1ing om! aoulysis; hom:vcr. the ninc1y (90) day time p.:riod slmll not extend the twenty-four (24) 111011th 

rcquiremcnl for taking spt.'Cilic detailed written exccminn as re~uired in Section 1.4.A (Adjmtme111s) ahove. All claims slmll he 

supponcd witl1 sullicient documcntution. 

A timely liled mitten cxci:pliun or audit n:pun containing \Hillen exceptions (herdnaficr ·'wrillen exceptions") shall. \\ith respect to 

th~ cl9.ims mndc therein. pr~clude the Operator from nss~rting. a stntute of' limitalions dclalsc againi.t such claim .. -.. :and the Operator 
hcn.:by waives its right tu a..,scrt uny stntute of limitations dcl'r.:nsc agninsl such claim.,; for i;o long ai; any Non-Operator coruinuc.'i lo 
comply wi1h the de~dlines for r1:sul\'ing cKtcp1ion, prn\'idcd in this ,\ccouming Procedure. If 1he Non-Operators fail to comply with 
the udditional dcudlim:s in Scctitm 1.5.13 ur 1.5.C. the ()pi!rntor's wnlw:r nf lts rights tn assert n siotulc of limit;i.1icm:. dcfcns.c a~a.inst 
1hc c:laims brought by the Non-Opi:rutur.. shall lupsc. and .ll.uch cl:iim, i-hRII then be subJect to tho: ~pplic:ahlc statute or 1in,ito1ions, 
prn\'ided thal suc:h waivi.:r sins!! not lop:-c in tha: cv1..'1u that the Opcrmor has fnitctl to comply with the dcndlinc~ in Section LS.A or 

1.5.C. 

B. The Opcralor shall provide a written rcspllnsc to ;ill exceptions in Ill\ audit repon within one hundred eighty (180) days afier Operntor 
rccel\•cs: such n."J)ort.. Dcnii;d exc!!ptions should h~ accomp.micd hy a ~ubsmnth·c response. If the Operator fnil<i tn provide substantive 
raponse m an txccplion within this one hundri.:J i.:ighty {\KO) duy period. the- Operator will ow~ interest on that e~ccptkm or portion 
thereof~ if ultimately granted, Jn>m lhi: date it n:~ivcd lht.: audit rcpon. Interest shnJI he calculated using 1hc rate set forth in Scc1inn 
1.3.8 (Adwmcxsuud l'aymcms bJ· tl,e Purlie.")· 

C. The lead uudit company shall r-cply to thi: Opcruwr·s r1,..~ponsc 10 on tiud it report whhin ninety {90) dnys orreccipl. :md 1he Op~rntor 

sltoll reply 10 the leud audit t.'Ompany's !bllow•up rt.-,;pm1sc within ninc1y (90) days of receipt: provided. however. each Non-Operntor 
shall have th~ right to represent ilsclfif it disugn.-cs with t111.: lead audit comp:my's. pMition or hclic\•c.,; the le.ad ::iudil company is nol 
adequately fullilling its duties. Unless olhcnvisc provide~ fllr in Section 1.5.E. if !he Opcra1or fails to provide substantive response 
10 an exception within this ninety (90J day pcrind. the Operator will nwc interest on lhnt exception or portion thereof. if ultimately 
granted, from the date ii recei•ed the uudi1 report. Interest shull he rulculutcd ll,ing the rate SCI forth in Section 1.3.R (Advances and 

Paymellls hy the Parties}. 

D. lf any Pany fails m meet ihe deadlines in Sections 1.5.B or 1.5.C nr if any audit issues ure ouistanding fifteen (15) monUis ulicr 

Opcra1or rccei\'CS the audit report. the Op<ralor or 1111y Non.()pcrntnr pnrticipnting in ~,e nudil has 1hc right to call a rcsnlution 
mcc1ing, as sci tbnh in this Section l.S.D or ii muy invoke the dispulc rcsolulion pr""edures included in the Agrc-cmcnt. if opplicnhlc. 
The meeting will requin; nnc month's written notic\: tu tht: Operau,r and all Non-Opcratnrs pnrticirinting in the audit. 1'hc meeting 
shall he held at the Opcru1or's otlkc or mutually agreed location. unu shall be auenued by representative.< of the Panics with 
3uthority to rcsol\'C such outstanding issues. Any Puny whn foil~ to auend the resolution meeting shall be hound by any resolu1ion 
reach~(} at the m~ting. Tltc lct1d am.lit cumpany will make gnod fnith effort.Ii ln cnnrdim11e lite re.1ipnnsc and pnsitions of Lhc 
Non-Operator pruticipants throught1u1 the n:solution pro1;c:,;:,;; tmwcvcr, each Non-Operator ~hall have the right to represent itself. 

A!lcndcc-s will make good faith elforts tu resolve n111sumding i~~ue,;. and each Puny wilt he required 10 present s11hs1an1ive infhrma1i11n 
supponing it"i position. A resolution m~-cting may h~ held us ufh:n a.\ agreed 10 hy thr.: Panics_ lssues unresolved nt one mce1ing may 
be discussi:d ut sub.sequent m1r.··ctings wnil each such i:,;sui.: is n:sul\'ed. 

If 1he .4i;,re1.,ncnt contains no dispute rcsoluliun proc•durcs and the audit issncs cmmot he resulvcd hy negotiation. the di"Pntc shall 
he suhmittL-d tu mcdiatinn. In such cvcnL promptly follo\\'ing one Purty"s \\liUL'll request for mcdiotion. the Panics to lht! dispute 
shall choose u mu1ually accep!Ublc modiutur w1d share the C(>SL~ nf 111cdia1ion services equally. The Ponies shntl each have present 
ut the mediation ttt least unc individual who ha." the au1hority to scutc the dispute. 1l1e Ponies shall make re:tsonahlc effons tn 
ensure thal the m~dialion cumnu.-n\.-cs wilhin !iixty (60) days llf 1h..: dote of the mt:diation n.~ucst. NotwhlL"landing the abt)\'c. any 
Pany may me a lawsuit or complaint ( l l if the Panit:s are unahlc a!lcr n:asonahic cffortfi, tt1 c.'ommcnce mcdiati-On within 1-i~ty {60) 
dnys of the date of !he mcdiruiun rc1jltcSI, (2) for statute of limitations reasons. or (j) to seek 3 prelimin:tl)' in_junctluo or other 
pm\'isionul judicial n .. -ticf. if in ils sole ju<lgn1~nt an injunction or other provisional rcHcr is necessary to avoid irreparable domaga nr 
m prcservt: the status quo. O.:spite such action. the Panic:;; shall cnnlinnc to U)' to resolv~ the di~ute by mediation. 

E. D (Optimmt Pru1•islnit - Fnr/efh,re Pe11u/lies) 
{f tlie Nm1•0pe.r'11Urs Jui/ tu ml!et Jl,e dead/int ;11 Sl!clirm /.j.C. any 1mresofred a.Yceptirm.r; 1h01 were nm addressed by Jl,e 1\'tm­

(}peraror."i 11:ilhiu one (/) year )01/mrin~ receipt qf the las/ :mT,sh.mlll'e n!."ipome of ,lu: Op11ramr ."il1a1l be datJmed It> ltar~ h~an 

wi1hdraw11 by 1he N,m-Operumrs. /f1lte Operawr Jails Ill meet lhe dcad/i11e.< i11Seclin111.5./l or l.S.C. a11r 1111re.rnfred exccplin11., tha1 
wcr<.' 11n, addr~s.md by the Operator witl,;11 one (IJ )l!Clr,/il//owi11J.? r.:ceipl r?(th<! audit repnn r,r receipt qf11lo !tut ,tutl.\Umtfre ra.r;prm.te 

of 1he No11-0J)<ra10r.<. ,rhichever i., later • . ,lza/1 he ,leemed It) ht11·e heen grametl hy Iii. Operator and aq;i,slmenr., shall be mode. 

h'ilhout ilJtt!H!Sl. lO lite JrJhU .1,·cau111. 

6. ,\PrROVAL BY PARTIES 

A. GENERAi. MATTERS 

Where an upprO\'al or uth~r agn.:~mcnt c,f the Putties or Non•Op~ralor,; is csprcs.i;Jy required under other Scclinn!i of thi!; Accounling 
Procedure and irthc r\grccntcot to which this r\ccountiug Procedure is nttnchcd contains no contrary ~rovisions in regord thereto. th~ 
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B. 

Operator shall nutify all Non-Opcrdtors or !he Opcralnrs pmposal and the agreement or appro,·al of a majority in intcrest <lf 1hc 
Noo-Opcru1ors shall b<: conll\Jlling on lllt Non-Opcmlurs. 

This Section J.(1.A upplics to specific situations or limited dur:1tinn wherl! o Purty proposes to change the l.lccounling for charges rrom 
that prescribed in this Accounting Procedure. This provision docs 11111 apply to amcndmcnis H> this Accounting Procedure. which arc 
covered hy Sc-cl Ion 1.6.ll. 

AMENDMENTS 

If 1hr.: Asn:1.:mcnt lo which this Accounting Procc:Jun: is uttaclu.:d contains no cnntrary pro\•i!iions: in rcgnrd thereto. this Accoun,ing 

Procedure cun be nmendt!d by an nmrm:itiw vole of Two { _ _ 2 __ ) or more Parties. one of which is the Opcrc11or. 
having n combined working inlcrcst of lll least Si~H\·•Fivc ~rccm L . ...nL%). which approvnl :;l1nll he hind.in: on all Parties. 
pmvltlcd. howtvcr. appro"'ut or ot lcns1 one (I) Non-<>pcr,.nor shall he required. 

C. AFFII.IATF.S 

f-nr the pnrpusc uf udmlnist1:ring the voling prm:cdurcs ol"!'il.!i.:linns l.(u\ und f.6.B. if Panit:s 10 this Agreement ore Affiliat~ nf ~ach 

oihcr. !hen such Affiliates shall he combined ,md trc111cd us u single Pany having the combined working interest or Par1icipa1in~ 
lnlcrcst of such Amii ates. 

For !he purposes or administering the voting procedures in Section l.6.A. if a Non-Operator Is an Affiliate of ll1e Op•rntor. vmc.1 
under Section 1.6.A shall require the majority in interest of die Nnn-Opcrator(sl afler cxcludilll: the intc~l of rhc Oiiera1or'< 
J\ffifintc. 

II. lllltt:C..T CHARGES 

The Operator shall charge the Joint Account with 1hc following irnms: 

I. Rf:r>TAI.S AND ltO\'AI.TlES 

l.c:i.'it: rentnls and royalties paid by the Opcra111r. on hcluilf of nll Panics. for 1hc Joint Operations. 

A. Salaries and wages. including incentive compcn.saiiun pmgrums n, set lhrth in COPAS MFl-37 ("ChRrgeahilily of Incentive 
Co111pcnsa1iun Progrnms•·i. lbr. 

( I J Operator's field cmploytc.s diri:clly employed On-site in the conduct of Join t Operation,. 

{2) Opcrntur's t!tnphl).Cl!S directly employed on Shore Ha~c F.icilitics. OITshmc FaciliJies. or other fncililies serving, the Joint 

Propmy ir such cusl~ arc not chnrgcd under Sl!ction ll.b (E1111ipmem anrl Facililie..t F11r11i.d1cd by Oparmor) or arc nm n 

function cov~red under S,:cltun Ill (Ow:rheatl), 

(3) Op~rntors employees providing First Level Supcrvlslon. 

{4) Operamr's t:n1ployc~ prm·iding On-site T~thnicnl Strvic!.!s fnr the Joint Property if such churg1.-s nrc excluded from 1hc 

overhc-Jd rates in St.-clion m (Ow:rheatfJ, 

(5} Opcrntor's \!mploye~ providing ()ff.site Technical Scr\'ices for the Joint Property if such charges arc cscfudcd from the 
ovcrltt:ad rat~ in s~ctiun lit (On!rheuc{). 

Chnrges: for the O~rotor's cmployei:s identified in Section tt.2./\ mny hi: madl! hased on the employee·~ acw:11 salaries and wngc.c;. 
or in lieu tltc,mmr. a dH)' ratl! n:prest.!nling the Opcr.nor·s m·cragc Sillaries and \\1tge.c; nf the employee'!. specific job category. 

Clmrges for ,,crsonncl churgi:abh: under this Scclion 11.2.A who are foreig:n nationals shall nm exceed comparnblc compensation paid 

to :tn equivalent U.S. t:m1>loyc:-~ pursmmt to this Section 11.2. 1inlcss athcn.Yisc approved hy the Panics [\ursuniH tn Section 

1.6.A (Genert1/ M111ters). 

H. Operators co,1 of holiday. vac·Jtil>n. sickn•~ss, :md disability benefits. nnd otht'T c11sto11111ry allowances pnid to employees whose 

salaries and wa~cs urc chargc.ahlc to tht: Jt1int Account undi:r Section 11.2.A. excluding .sc\'erance paym~nt~ or other Lcrminatlon 
allowanccs. Such costs under this St:clion ll.2.B may b~ chi11gcd on n .. when and as-pnid hasis·· or hy ·'pcrccnlugc ~1ssc.,smcnf" on the 
nmoun1 of :snlurics and wa~, t:hiirgcablc tu the Joint Acc:oum under Section 11.2.A. Jr percentage as~cssmcnt 15 used. the rah: shatl 
be based un the Oporator s cost ex11ericnce. 

C. ExpcndilUr\:S or contribution.<:. mai.Ic pursuant 111 nsscssmcntc; imposed by govemmenuil auLhority that art npplicahtc to CC'ISIS 

c1ia~ab1c; to the Joint f\c;c(1unt umkr SC\:(ions IL2,/\ imd H. 

COPYRIGHT ;{'J 2005 by Council of Pclmlcum Acoountants Sociolies. Inc. (COPAS) 
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D. Pcrwnal Expcns.:s of pc,:mnnel whose salarks und wages un: chargeable m the Joint Accoun1 under Section 11.2.A when the 
expenses are incum:d in connection with directly chargc;iblc activities. 

E. Heasonahk rclocutiun costs incurred in trnnstl!ning to the Joint Property personnel wlmsc salnries nnd wages ore chorgcnhlc co 1hc 

Joint Account under Section 112.A. Notwi1h.1tnnding tl1c lbn.-gning. relocation cosis tltat re.suit from reorganization or merger of a 

Party. or that arc for the prirnilry hcncfil ur lhc Opi;ru1or. ~h11ll not he chargeable to 11lc Joint /\ccounL r:~1rnnrdinary n:lrn;.nion 

costs. such as those inc11m:d as a. n.-sult of uansfcrs from remote locations. such a., Ala.ska or overseas. shall not he charged to the 
Joint ,lccoum unlc'SS appmvcd by the Parties pursu.nt to Soction 1.6.A (Genero/ ,\lmrers). 

F. Training costs us Sjl\-'Cifil!d in COPAS MFl-35 ("Clmrging of Training Cosls to tl1c Joint Account") for pcr.;onncl whose snlories nnd 
wages are clmgi::iblc under Section 11 .2.A. This training charge sliall include the wage.s. salaries. IT'Jining cnursc cost. and Personal 
Exf)l!n:.es incum..-t! during the trainini:; sc:ssi<m. The training cus;1 sh:dl he charged nr a11nca.lcd io the pmpmy or pmpcrti~ direc:tl~ 

benefiting from the tnz.in ing. Tlu: cos1 of the training cou~c shun not exceed J'll"CVailing comntcrciol roles. where ~uch r.otes arc 
avuilnhlc. 

G. Op,:rators current cost or established plans lur employee henclits. a.s descrihcd in COPAS MFJ-27 ("Emplnyee Reneflt< Chari'cahlc 
to Joint Operation." und Subject tu Pi:rcc11tug..: l.imitution··). applicable to tl1c Opermor'!; lohnr costs chorg.crable IO the Joint 1-\ccount 

untlcr Sections IJ.2.A and H ha,cd on the Opcrmur's aclual t..-os.L not to exceed the employee hcndits limitation percentage most 
recently r<amtm<nded hy COPAS. 

H. Award pnymc11Ls to employees. in accoruancc with COPAS MFl-49 ("Awards to F.mplnyc.:s nnd Contractnrs") for personnel whusc 
salarh:s and \\'3&t:S aJ'l! diargcabh: unc!cr Section ll.2.A. 

3. MATERl,\L 

Material purchased or !itmishcd by the Operntor for use 1111 the Jnint Property in the conduct of Joint Operntions as provided under Scclion 

IV (Matcrinl Purchases. Trr:rn1{er.<. w,d Uispositio11s). Only such Mnlerial shall be purchEISl!d fnr nr tmnsferred 10 the Joint Pro1,crty as 
may be required lbr immediate use or is retcionahly pmetiL-al :.md cnnsi?.1l."tlt wil11 effiticnt and economicul opcrJtions. ·nic accumulation 
uf surplus s1ocks shalt he uwided. 

~- TRANSPORTATION 

A Trunsponution orthc Operators, Opcrumr·s Affiliatc·s, or cnntractori personnel nccc~<ary for Joint Operntions. 

8. Tmnsponution of Mats-riul between ti.c Jnint Property und another property, or from the Operators warehouse nr 01her storage point 

lo the Joint Prupcny. shun hi! charged to lhc ri!t..-civing properly u!\ing one nf the mc1hods listed hciow. Trnnsponu1inn of Mntcrial 
from the Joint Property to the Op\i.TJtor's warclmus~ or othi:r storage point ~hall he poid for by the Joint Property using one of lhe 
methods li,1ed helow: 

{I) If th1: uctuuJ trucking churgc b less thun ur equal to the Excluded Amount the Operntor inay charge :1ctunl 1rucking \.-OSt or a 
theoretical charge from the Railway Rc1.-civing. Point to the Joint Property. The bnsis. for the lhe<'\retical chnrgc is the pur 
hundr<u weight cl1argc plus fuel surcharges from lhc Railway Receiving Point to the Joint Pmpeny .. The Opcrnmr shall 
consistently appl)' the ~.iected ahemoli,•e. 

{2} If 1hu ucLuol trucking charg4! is gn:nt,.;r than Liu:. Gxi.:luclcd Amount. the Op1:r.uor shall charge F..qualitcd Freight. Ac-cc.c.sorinl 

charges such n.~ loading and unloading costs, !>plit pick•up costs. dt."tention. cnll out charges. and pennit fees shnU be charged 
dircclly to the Joint Properly und sholl nt>I be included "11ci1 calculating the Equalized Freight. 

5. SERVICES 

111c cosi of contruct services. equipmem, u11d ulilities used in the conduct of Joint Operntitms, except for contract services. equipment. and 
utilities covered hy Section 1)1 (O\.·erheutiJ. or Section ll.7 (tf[fiUa1~s). or excluded under Section ll.9 (/.e[::al F.spen~)- Aw21rd~ puid to 

contructors sholl he ch•~cnblc pursuant to COl'AS Ml'l-49 ( .. Awards lo Employees and Co11trac1ors' 0

). 

111e costs of third pany Te,:hnicul ~en-ices arc churgcahlc 111 Ilic extent excluded from the overhead rates under Section 111 (Oi·er//cnd). 

G. EQIIIPMf.NT AND FACII.ITIF.S FIJRNISHF.fl llY OPF.RATOR 

In the ahsence or a scpura1ely negotiated agrccrru:nl. equipment and lltcilitics furnished hy the Opermor will be charged a~ follows: 

A. Tht Operator sh-111 charge the Joiiu t\t:C(Iun1 for use of Opern1or.t1wncd equipment und facilities. including hut not limited to 

productiun facil ities, Shon: Huse Facilities. Offshuru Facilities. and Field Offices, at rares commensurate with the cosli;; of ownership 
and operulion. The cost or Field Offices shall be d1argcnhlc 10 the extent the Field omce.~ provide direct service to personnel who 
arc chargcahfc pur).-uant lo Section 11.1.A {l.abnr). Such rUlL'S may include lahor, maintcn:mcc. ri:pairs. other operating ~xpcnsc. 

insurance. 1mtes. dL1m:eiatinn using Siraigln line dcprocimion melhod. Md inrcre.~t on gro!>s im·c~tment le."-..;; nccum1 1l ated depreciation 

not 10 exceed _______ percent ____ %) per annum: pmvided. ht1wcver. depreciation ihnll not he charged when the 

COPYRIGHT 4:, 2005 by Council ur Petroleum Accuumants Socit:liL-s~ Inc. {COPAS) 
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cquipmenl and facilitii:s investment have been folly dcprcciatcrl. The rate may include an element of the cstimmcd cost for 

abandonment, n:clamation, and dismantlement. Such rates shall 1101 cxcci:d the average commercial rates currently pre\'ailing in the 

immediate an:a ol"thc Joint Propcny. 

B. In lieu of churg~s in Stclion l!.6.A ubnvc. the Opi.:rntur may c:kct tu 1t~c average commcrcinl rntcs prerniling in rite immedintc area 

of1hc Joint l'ropcny, less tm:nty per~,nl (20%). lfequinmcnl :ind facilities arc chnrgcd under this Section 11.6.R. lhc Operator shall 
adequmely document and support commercial rates and shall periodically review and update the rate and the supporting 
documcntnlion. Fur uutnnmth•c equipment. the Operator muy elect cu use rates pllhlishc<l by the Petroleum Motor Tr:mspon 

Association (i'MTA) or such other urgani1.a1ion rccogniwl hy COPAS :is the otlicial s1~1rcc of rotes . 

7. AFFIUATES 

A. (hnrges frtr nn Atliliutu's goods nndlor services USl!d in opcnnion!. requirins nn AFF.. ar other nu\hori:r.ntiC'ln from the Non~Opcra10~ 

inay he made without the uppnwul or the l'unics provided (i) the Alftlimc is idcmiflcd nnd the ,\lfttiatc goods und scr\'ices urc 

specifically dctail,-d in the upprovcd AFE "'other uuthmi,;uinn. mid (ii) the Mal cnsLs fnr such Affilimc·, got1ds und services hilled 

8. 

to such individual project do 001 cscecd S_:!~'~O~O~ll~ ___ lf1!1c total costs for an Affiliates goods and services charged tn such 
individual proji,:ct arc not spccifa.-ally dctuil~!.l in the upprovcd AFE m aulhori1a1inn nr ~xcccd such amount. charges for ~uch 
Affiliutc shatt requin: npproval of11lc Panies. pursuant to Sl!clilm I.fa.A (Gem!n1/ ,\.falfcrs). 

For an Affiliatc,s goods und/ur services usi.:tl in t1p~ratit111s nm rrquidng an ,\FE nr other authori1 . ..1tion from lhc Non-Opern1ors. 
charges for such Alliliatt!'5 goods and services :;hnU rcquir~.upprnval of1hc Panics. pursuant to Section 1.6.A (General Mnuc,·s}. ff the 
chargc5 cxtXCd S, _______ in a g.i,•cn calcndur )'\:.tr. 

C. TT1e t."OSt of the AfTTliutc:s guods or i;i.;rviccs sh:.ilf not cs1:\!cd nvcrugc comm\!rcial m!ci prcvniling in the nrca of the Joint Property. 

unlc5s the Operator obtains the Nnn-Operalurs' upproml ot' such rmc.s. 11,c Opcrntor shall adequately document and support 

commcn:iul rntcs and shull periodically review ,md update the rate and the supporting documentation: pnwided. however. 

documentutinn or cummen:iul rates shall ntll he rc,Juircd if the Operator obtnins N,,n-Opcmlor appro1'al or its ,\lliliatc's rates or 

charge; prior to hilling Non-Opl?rators lbr such Atli liutc's gmd.1 (llld st!r\·ice.s. Notwithstanding the foregoing. direct charges for 
Anilfote-owncd c.·ommunic..llion.fitciH\it:s or sys1c:ms shall he in11dc pursu:mt to Section 11.l2 {l.m11municati01rs). 

lflhc Parties fail m dc:signatc un umount in S1..-c1im1s ll.7.A or 11.7.B~ in cnch instance the nmount deemed atloptc:d hy the Panic.c; re; .i 

result or sul.!h om1!1sion shall ht! the amount cstabHslu:d as the Opemtor~s cxpcndhure limitnlinn in the Agreement. \f the Agrcen,cnt 
do~s nol contain om Opmunr's cxpcndimrc 1imitatiun. the :1mnunt deemed mloptcd h)'tll(: P.irtit:li IL'- ;i rc.c;ult of such omission i.hall he 
,cro dollars{$ 0.00). 

8. DAMAGF.S AND LOSSES TO .IOINT l'ROPF'.llTY 

All cosL'i or expenses neccssnr)' for th..: repair or teplaci:mcnt of Joint Prnpcrty r(sulting from do.mag.cs or lo!m!s incurretl1 except to thi: 

ext~'Tlf such damag.;s or lo~ r~uit from a Pany's or Punics· gross negligence nr \\illful n1isconduc1, in which c3.~c !<iUch Porty nr P:irties 

shall be solely liuhle. 

The Opcrntor shall furnish the Non-Operator wrim:n notice of dun1age.'i or los!ies incurred :i.~ soon a,; prncticahlc after n r..:port ha., l~cn 

received by the Opcmtur. 

9. 1.EG.\L £Xl'ENSE 

Recording fee.-; und costs or handling. settling_ or uthcrwis~ discharging litigation. claim.~. nnd liens incurred in or rcsuhing from 
opi.:rmions umh:r the Agrct:mi:nt. or m.-c~ury tu protect or n:1..1wt:r the Joint Pmpcny. to the extent permitted undc:r the Agreement. Costs 
or the Operator's ur Affiliut;'s legal stuff or outside attomc}'s. including foes nnd expensc-s, nrc not churi;euhle unk-ss approved hy the 

Parties pursuant to Section 1.6.A (Ge11eral .1/ullers) or otherwise pmvidcd for in the 1\grwncnt. 

Notwit\i5landing 1hc furcg\,ing pttrngrJph. costs for procuring. ubstract~, f1.:c!> paid t,, outside uttomcys for title c:rnminntions {including 
preliminary~ supp1cmcntul. shut•in royalty opinions. di,·ision order 1i1k opinion~}. and curative work shull he churgcnhle to the extent 

pcm1ittcd as a d_ir;ct charge in th~ AgrccmcnL 

10. TAXF.S AND l'ERMITS 

All taxes and p<rmilting fees of c\'cry kind "nd nature, nsscsscd or lc\'icd upon or in connection with the Joint Property. or the production 

flu:rcfmm, and which ha,·c ht\..-n puid by the Op1.."TIJ10r fiir the lH.111;1it of the Panic.Ii. including penalties und imcr~st. cxct.:pl 10 the extent the 
pcnaltie.ir;: :md interest ri:sull fmm tlu:: Opl,,,Tdtor·s grnss negligence or willful miscnndnct. 

If ml valore1n ta.xes paid by the: Operator atl! ba'ii:d in whole ur in part upnn scpanuc v:1lun1inns nf each Party-s working interest. UtL'Il 

notwithstanding uny cnmrury pruvh;ions. the charges lO tht: Panics wi11 he made in .iccordnnce with the tax value g~erated hy each Pony's 

working inlerest . 

COPYRlGliT O :W0S bv C1..1uncil af Pc:l.fulc:um t\l;(."tlunUlnts SucictiGS. Inc. (COPAS} 
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CosLs of ~lx consultants or advisors, the Opcrnlur·s c'111plo}'l't!1'. or Operator's Affilialc employees in matters regarding nd valorcm or otlicr 

ta.x matters. arc not p,:rmittcd as direct charges unless approved by the Parties pursuam 1n Section 1.6.A (General Matrers), 

Charges tn the Joint Account resulting !iom saks/usc tax audiLI. including cxtrapol:nc,1 amounts and p<nalties aml interest. nre pennittcd. 

provided Ihe Non-Opcrntor slmll he allowed 10 review the invoices and other underlying source documents which serve'<! as the ha,is for 

tax charges and Ill de1cm1ine that 01e com:rt amuunt nr lam were charged 10 "le Joint Account If the Non-Opcmtor is nm pcm1ittcd 10 
review ~uch documcntatioo_ the sales/use tax ammmt !-ihulJ nnt be directly charged unless the Opcrmor can conclu~i\ld)• document the 
•mouni 011,:d by 1he Joint Account. 

II. INSURANCE 

Net prrmiums paid for insurance ~uired to he carril!d for Jninl Opcration.c:. f(1r the proti:ction of lhc Partil!s. If Joint Operutions l\rc 
t--onduc<ed al locations w1u.:re lhc Opermor octs IL~ .'i,:if~insurcr in r..:g.srd to its worker's Cilmpcnsation ;i.nd cmp1oycr1s liohility insurance 

obligation. the Clperntur shall cha!J!c the Joint Ae<nunt manual rate.< for the risk assumed in it, sclf-insunrnt:e program as regulated h)' 1he 
jurisdiclinn go\'croing the Joint Property. In ihc \.-a,;,: of offshore upcrnlions in fcdernl water.::. lhc manual rotes of lhe ndjaccnl stute shnll hi.: 
usl.-<l for r~crsonncl pi:rfonning work On.-sitc. and such r.lh!:i shall h, adjusted for offshore opcmtions hy the 11.S. I .ongshoreman and 
l-lnrbor Workers (USl.&H) ur Jnn<S Act surchnrgc. us uppmpriu1c. 

12. COMMUNICATIONS 

Costs of acquiring. 11.:asing., in~tutling.. upi:ruting. repairing. and mninlaining communicntinn facllitics or systems. including smcllhc. rndio 
nnd microwave tUCi1ith .. "S~ br.::1wccn the Juim Property :mU the O~rJlur•s officc{s) directly rcs1>mtsihle for field operation!. in accnrdanci: 
with the provi!iiuns or COl~/\S Ml-1-44 {"Field Comput~r and Communication Systems"). If the communications facilities. nr S)~tems 

serving the Joint Property ur~ Opcrmor-011S1Cll, charges to the Joint /\ccoum shull he made a.< provided in Section 11.6 (F.q11ipme111 and 

Facililie, Furnished by Op•rotur). If the communicalion llu:ililfos ur systems serving the Joint Property are owned by the Operator's 
Affiliate. clmrges to the Joint Account shall not exceed avcragi,; com1Th!rciu1 rates pre\·ailing in the area of the Joint Property. Titc Opcrntor 
shall adcquolcly document w1d support commercial mtcs and shall periodically re,icw and update the rate and the supporting 

documentation. 

13. EC:01.0GICAL, EN\'IROl'iMf.NTAI., AND SAH~I'\' 

Costs incurred lbr Technical Servict!S and tlfalling to comply with e:coklgic.sl. cm.·ironmcnlill and i,;afely Laws or standunJs rccnmmcndi.:d hy 
Occupntiomd Surety and Ht:.nfth Administmtion (OSHA} or ot!u:r regulatory tmthoritfo-s. All other JnOOr .:ind font1ions incurred for 

ccologit;lll. cnvironmt.'nlai and .sall:ty muttl!rs. im:luding manugt:mcnt ndminislrntion, uni.I pt:rmiuing. shall he covered hy Sections U.2 
1/.ah1Jr), ll.5 (Scn•ia:s). or Section Ill {OverhL-ad). as applicuhlc. 

Costs to provide or ha\'c uvailahlc pollution con1ainn1em and rem\, .. ·al 1..-quipm~nt plus actual cosL'i of contrnl and cleanup and re.'iult:ng 
responsibililic:,; uf oil and other spills as w~ll a:i discharges lrom pcnniUcd ou1folls as required by applicable 1.aws, or other pollution 

containment and removal c-quipment deemed appropriate hy !he Operator for prudent opcratiMs. are directly chargeohlc . 

I~. ABANOONMf.1<,T ANO RECLAMATION 

Cnsts incurred fhr ahandonmi.:nt und reclamation nt'thc Joint Pmpcrty. inr.:tm.ling cost!"i required hy lease ~,grccmcnt~ or hy Uliws. 

IS. OTIIEll EXl'f.NlllTURES 

Any other cxp<nditurc not covered or deult "ilh in the foregoing ~rovisions of !his Section II (Direc1 Charge.,). or in Section 111 
(Orerhea,J) and which is of direct bcncfil tu the Joint Property and is incurred by the Opcra1or in the necessary nnd proper conduct of 1hc 
Jnint Operations. Charges made under this Section 11.15 shaU require appnwal of the Parties. pursuant to Section I.6.A (Geni!rnl .\lcm~rs) . 

Ill. O\'f.lUIEAO 

As compensation for c-osL, not specilicnlly identified u.s chargcabk lo Ute Joint /\ccounl pursuonl m Section II (Direct Charges), the Operator 

shall chorgc the Joint Account in accordnncc with this Section Ill. 

Funclitms im;lu,Ji..:d in the ovL-rhcucl rah .. -s regardll:.-.:. of whc1hcr p~rformcc.l hr rhr.:: Opcrnmr. Opcrator·s Affiliate.~ or third parti~ ;;md rcgarUli.:s5 

ofloca1ion, shall includl!. hut not he limited to. costs and c:xpt..-nscs nl: 

warehousing.. other timn ti.rr warehnuscs that an: jt1intly nwm.:d under this Agreement 
de.sign and dralling (except when nllowed a, a dircc1 charge under Sections ll.13. lll.l.A(ii). and 111.2, Option H) 
inventory cust.s nnt chargal.hh: under ~ction V (111w:11mrll.!s q[Comrotfahfe Marer/a{} 

procul"Clnt:nt 

adminisuntion 
accounting wu.l uuditing. 

• gas dispatching and gl!5 chart in1cgrJ1io11 

COPYRIGHT C .J:005 hy Council of Petroleum Ac1.-ountanl'i Societies. Inc. {COPAS) 
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human rcsourc~s 

management 
supervision not directly charged under Section 11.2 U.ubor) 
legal service, not directly chargeable under Secii,in 11.9 (l.exal fape11sc) 

taxation, othor thnn tht>S< costs idt11tilicd ns directly chargcablo under Section 11. lo ( Taxes a11d Pcr111i1.,) 

preparution nnd monitoring or permits till~ ccnilkutions; prcpnring rcgulntory repons: appcmanw hcforc or meetings with 
govcmmenta1 agcnciL-s or other uullmritics having jurisclicliou over 1hc ,loint Property. other 1hnn On~silc in!ipcctinns: reviewing. 

interpreting, or submitting. comments \ln nr h1hbying with n.:spi,:cl to I .nws or propnsed J .a.ws. 

Overhead charges ~hall include thi;:: sulurics or wa~l.!S plus upplicahfc puyro\1 burdens, b!!nefils. :ind Personn1 ~spenscs of Jk!rsonncl performing 
overhead functions. ns well as omcc and oth~r r~lat1:d expenses ur ovi:rh1:ud function5. 

l. OYF:RHEAl>-DRll,l,ING ANfl l'ROflUCING Ol'f.RA l'IO;'l;S 

A< cnmpensutiun for cnsts incurred hul nm chargeahlc undor Sec1i11n II (/)ireCI Charges) and not covered hy other provisions nf this 
Section 111. the Opcrnlm shall churgc "" either: 

0 (,\ltcrnath·e I) fixed Rate Husis. Scclilln 111.l.H. 
D (Altcrnali,·e 2) l'crceniogc Ila.sis, Scclion 111.1.C. 

A. 'll!CHNIC,\l. SF.RVICFS 

(i) Except i.1S othcrwi.'-C pmYidc:d in Sc1.1iun ll.l.3 {l-:colr1gicul Hm•1rnmnentnl, and Sqfcry) and Section lH.2 (Overhead - Major 
C,ms1rue1irm cmd Cuta.\'lrophe). or by appnl\'i1l orthl! Panic~ pursunn1 to Seclinn H,,A (G1meral Mauer,<t). the ~alarics~ wngcs_. 

related puyroll burdens and benefit;. and Persnnul Expcmcs for On-site Technicnl Scrvices. including third Jl!lltY Technical 
Sen1icc": 

0 (Alternuli,·c I - rnrecl) shull he charged direct tn the Joint Accoum. 

0 (.-1.ltcrnuti\'e !- (hcrheadJ shall he ctivercd by the '"crhcn<i rntcs. 

(ii) facept as otherwise provid<d in Section 11.13 (lico/ogica/. £,n,;rmmtemal. and Safely) nnd Section 111.2 (O,,erhead- Major 
Cnm;1n,ctit111 ,mdCcuaslropl,e). or by upprovu! of thi.: Parties pur!iiuam to Sec1km 1.6.A (General ,1/artttrsl, 1hc snlnril!s. wnges, 

n:l:ucd payroll hunlcns ond bcnctiL1t. and PerstmHl F..'i'r,c11.~t!S for Off-site Technical Services, including third party Technical 
Si:rvices: 

0 (Altcrnuth'e I -All Orcrhcntl) sl1all be em·ered hy the nwrhcacl rates. 

0 (Allcrnuli\'o Z -All Direct) slmll be charged direct lo the Jnint Account. 

0 (Altf!rnuth·c 3 - Dri\lin~ 1lirect) shall~ ch:ugcd dirtcl to th~ Joint Account. ~ to the C!,,.1ent such Technic.11 Servicl!S 

ure direc:I1y .ittributablc to drifting. re-drilling. c.lccpi..--ning. or sidetracking operations. through completion. temporary 

nhundomncnt. llr abantlunnicnt if u dry hole. Oll~silc Technical Services for ull ulhcr operations, including workovcr, 
n:complclion, ublltldnnmcnt or pn1ducing. W\!Hs. und 1hc cnnstnu:tlnn or cxpansinn of fixed n..t~cts nol covered hy Scc1ion 
111.2 (Overhead. ,\f4ior Canstntt .. :ti,m a,,d CullL,;Jmphit) shall ht! covered hr tht: O\'crhend rntcs . 

Notwithstanding an~1hing tu thi: cunlrJry in this Section Ill, Tcchnicul ScrvicL-s pmviclcd by Of'll!rntor's Affi1intcs arc subject to 1imitction:; 

s1.:t forth in Section H.7 (A_(liliutes). Charges for Ti..:chnic'11 pi..:r:mnnc1 pcrfonni11g nrnMcchnic.11 worJ.: shnll not he ~ovcmcd by this Section 
111 .1 .A. but instead guvcml!d by otltcr provisions of ihis Accounting Procedure rt;:lcting to lhl! typ1! of work hcing performed. 

B. OVERHEAD-FIXED l!ATF. BASIS 

(I} 111-.! Opcrutor sh~,11 char1:t thi.: Joint Account at the following rates per wt:-11 per month: 

Drilling Woll Rutc per monlh S,_"S"'ll""Ot,._) ____ (pmrJ!cd for less thun a full month) 

Producing IV•II Rutc per mumh s._~4~or~1."'oo~---

(2) AppliC'Jtion of Owhcud-Orilling Well Rut< shull hen., folhm,: 

(a) Charges lllr onshon: drilling wells shall bt:gin ~m lite spuc.1 tl.tle and t~rminntc on the dole the drilling and/or cumplciion 

cquipm1..111 usi:d on u,c wcH is rctca.'i.:d. whichcvtr u..:curs lnler. Chnrg-::s for ofT.,;horc and inlnnd waler.. dri11ing wells sh;sH 

hegin on the date Lhc drilling or comfll~tion equipment arrives on location and terminate on the do.te the drilling or completion 
cquipmi:nt mcwcs oIT location. or is rclcoscd. whkht:\·er occurs first. No charge ~lmll he made during suspen~ion of drilling 
nnd/or complc:tion operations for liftl-cn ( 15) tlr more conscculi\'i! calendar dnys. 

COPYRIGl·ff -Q 2005 bv Council of Petroleum Accountants Societies. Inc. (COPAS) 
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(bl Charges for any well undergoing any type of workovcr. recomplclion. and/or ahnndonmcn1 for a period of li"e (5) or more 

co1t~ccu1ivc work-days shall he made at the Drilling Wdl Rate. Such charges shall be applied for the perind from dntc 

operations. with rig or other unit,; usl!d in optNtions, conunrmce thrrn.,sJ, date (')frig or other unit rclcn.~. c,;ccpt that no clmrgcs 

shall he made during suspension of opcrJtions for lil\een ( 151 or more consecutive calendar days. 

(Jl Appli,.ition nf'Ol'trttcud-Producing Well Rate shnll b~ as follow,: 

(al An uctil'C 11cll Iha! is pmduced, i1tjecied into h>r recovery or disposal. or used to ohmiu waler supply 10 support operations for 

nny portion of the month sholl he cnnsiderL-d usu ona-wcll dmrge for tha entire ,nonth . 

(h) Each active completion in il muhi-4..•omph:tt:<l m:ll shall he consi<lcrcd a\ a on\!~,vcll charge provided each compktion is 

considcn.:d u scpurJte wdl by the govcming regulatory authority. 

(c) A onc-w~II charge shall be made for rlu: month in which plugging and ahnmlonmcni operations arc completed on nny well. 

unless the Drilling Well Rlllc applies, a.s pro"idcd in Scc1ions lll.1.R.(2l(a) or lh). This one-well charge shall he mndc whether 

or not 11te well has produced. 

{d) An activt: gas well shut in he.cause uf uv'--rprrnJuclion nr failure ora purcha,;cr. pmccssor, or lranspmtcr to toke productit111 slmll 

he considered us t; unc•wcll chnrge provided the gu!': wen is directly connected to a pcnmmi:nt sales {IUtlet. 

(e) Any well nut mei:ting th\.! critcria set fonh in Sections 111. U3.t3} (a}. {h). {c). or (tl) slmll not qualiry for a producing ovc:rhcmJ 
churgc. 

(4) The wctl rutt:S shall b1: udjusu:d un the first duy or 1'pril ..:uch y..:ar following lhc cITcclirc dote of the Agreement: pro\·idcd, 

howc,·cr. if this Accounting Pmct;:dur.: 1$ unm.:h~d 1n or uthcrwisl! go\'trning the payont accounting under ;:i rannnut agreement., tht! 

mies slrnll he ndjtL~tcd 11n the ti15I day of April each yenr following the cffcetiYe dale or such rarmo111 ngrecment. The adjustment 

shall be computed hy appli•ing the uujustm~nt factor must rcec,11ly puhlishcd hy COPAS. The adjusted rates shall he Jhe inilial or 
mni:ndcd rntt..-s agn:i:d 10 h}' the P;mics ini.:rcasl.!d or di:cr~uscd by lhc adjustmcnl factor described hen:in. for each year from the 

el'f<elil'< dote ofsudt rates. in-acc,mlancc \\ilh COP,\S Ml'l-l7 !"Adjustmcnt ufOl'crltead Rules'"). 

C. OVERHEAD-l'F.RCENTAGE lil\~IS 

{ l) Operator shall clmrgc: tlu; Joint Account ut th1: futluwi.ng rules: 

{n} n~,·clopmcnt Rntc _______ pcrct:111 ( __ }%of the cost of dcvdopmcnt of the Joint f>ropcny. cxdush:c ol' cus1s 

pro\'ided U11dcr Section 11.9 (/.,,gal l~'l'J)<!llse) :iml all Muterial snlvag• credits. 

(hl Operating Rutc _________ pi.:rt:L!nt L_%} L)f the cost or operalin_g !he Joinl Pmpcny, ..:xclusivc ni COSlS 

provided unJcr St!-Ctions ti.I (Remuf.~ aud Royalties) and 11.9 {Leinl H..xpemei: all Material salvage crediti;;: the \·nlue; 

of suhs1ances purtha'>Cd lilr cnhilllccd rccnve!)•; nil prupcl1y antl nd \'alorcm taxes. and uny 01lm ta,cs and a.,sc;.smcnts that 

ar1; lcvfod, :i.-.scssed, und p~id upnn the mineral intcresl in and to 1hc Joint Property. 

(2) Applicmion of Otcrhcud-Per<.'t!ntagc Hus is shall bi: us follows: 

t11) Tile J)cvclupmonl Hutc <hull he applieu ro all costs in connection witl1: 

fi] drilling. redrilling. sidctrucking. or de\!11cning uru well 
I iil a \\·t!II untlcrg.oing plugback ur work over opt:mtiuns fur a period of tivc (5} or more consecutive work-days 

[iii! preliminary t:xµenditures ncctSsary in prcpur:1liun for dritling 

fiv} c:q,t!nditun:~ incurred in ubandaning when the well i5 nnt completed a,'; a producer 
{vj ..:<mslruction or im,1nllution of Jixi:d asscL'-i, the cxpun;ion of fixed assets :imJ a.ny other proj\!cl clearly discernible as a 

lixcd a.,;:s(:t . other thun Major Construction or Cnta.<;trophc a.i:. defined in Section 111.2 (Orerhead .. Majnr Conslruc1icm 

andCatLJ..tfruphe), 

(h) The Operaling Rate shall he .applied tu all other cos\S in connection wilh .lnint Operntion~. except lho.se s:uhicct to .c;ec1ion 111.2 

(Ow:rhead-.1/ujor Co11smr,·tw11 and Cala,'itraplu:.}. 

2, OVF.RHliAll-MAJOR CONSTltUCTION ,\l'il) C.\TA~'TROPl!F. 

To cnmpcnsme the Operator for 11\'crlu:ad costs incurred in connection with n Major Cons1ruc1iun project or Cmastrophe. the Operator 
shaU either negotiate a rate prior to the tx:~inning ur tht: pnticcl. or shall charge the Juinl Account for m·i..-rhcad ba,;,cd on !he following. 
r.utes ,or ~iny Major Cons1ruction pr~iect in c:,cc.'is or the OpcrJtor~s cxpcnUiturc limil under the Agreement or for nny Catastrophe 
rcgardlL-ss nfthC ammmt. If thi: Agrtcmcnt to \'i--ltich this Act:0unting Pmccdurc is nttnchaf doc.t not contain an cx-pcnditurc limit. Major 
Construction ovcrh ... 'tld shall bt: asst:~st:d for any single Maj\,r Constrmaicm project costing in excess ofSl00.000 gross. 

COPYRIGl·IT :'C 2005 by Council of Pclrofeum .6-.ccount;mL-. S1i.;ii.:tic.-.. Jue. tCOPAS) 
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Major Construction shall mean die construction illld installntinn of fixed a1sets. the expansion of fixed nssets. and ony othL-r pmject clearly 

discernible 11S a tixcd u.set required for the development :md operation or the Joint Property. or in the dismantlement, abandonment, 
rcmovn1. and restoration of plQtfom1s, produc' ion equipment. and other operating f.1cilitfcs.. 

Catastroplle is defined os a sudden i:.lamitmLs event hringin~ damage. loss. or destmction 10 propeny or the envimnmcm. ,uch ns an oil 

spill. bl01111u1. c~plosion, fire, storm, hurricHne, or otl1cr disustcr. The overhead rote shall he applied to those com ncmsar,• 10 rcitorc th• 
Joint Propt:rt}' to the equivalent condition that txisti:d prior 10 1hc evcm. 

A. If the Ot,i:tn\or ahsorhs the cn:;ineaing. design and drarting cnsl.s rcla1cd 10 the project 

(I) ____ %of1o!al cos1> it'such cosL< urc less than SIOO.flOO; plus 

12) ____ % of !Ollll COSIS in excess orSI00.01/0 DUI lc'SS lhttn $1.000.000; plus 

(3) ____ % oftuwt costs in excess oJ'Sl.000,000. 

B. If the Opl!rntor chargt:s cnginL'l.:ring, design aml dralling costs relnh:d to the projcc1 dircc1ly to the Joint Account 

(I) ____ % of t\Jtnl costs if such costs arc kss tlmn S loo.mm: plus 

(2) ____ % of total costs in excess of$ I OOjlllO hut loss lhan $1,000,000; pins 

(3) ____ %of total costs in e~ccss ofSl.000.0tl0. 

Total cosl shall mean the gtoss cust of uny one project. Fur the purpose nf this paragraph. !he cnmponcm part< of n single Major 
Constmction projcc1 shall not be treated sepamtclr. and the cost of drilling :md l\"Orko\'er wells nnd purchasing :md installing pnn,ping 

units and do\\11holc unificial lift equipment shall he excluded. Fur Colnstroplu:s. the mte.s shnll he applied to nil e<l!:IS a~snciatcd with each 
single occum:ncc or C\'Cnt. 

On each proj~ct. the Opt!r.Jtor ~hall advise thr.: Noo.t)pt:r.uor(s) in .id\'ancc which of the above options 5h3JJ apply. 

For the purposes of calculating Catastrophe Overhead. thi: cost of drilli11g T\!licf wells. suhstiune wl!IIS. or conducting other well operations 
directly resulting from lhc: catastrophic cvi:nt shull bi: included. F..,pL'Tldiurrcs to \i.-hich Lh~c ra11:s appJy shall noi he reduced by salvagL!' or 
insurunce reco..-cril.~. F.xpenditun.:s that ~ualifY for Major ComHruc1i11n or Catastrophe Overhead slmlf not qualify for overhcnd under any 
other overhead provisions. 

In the event or an)' c,mllict hctw,-cn ihe provisions ol'tliis Seclinn 111.2 and 1hc pn,visinns nf Sections 11.2 (f.ohnr). 11.5 (Sel'l•icer). or 11.7 
UJ]iliatc.<). the pm,·isions of this Section 111.2 sholl govern. 

3, AMENDM f.NT Of OVEllHUD ltATf.~ 

The overhead rates pro,•idcd for in this. Section fll may he amended from time to t-imc if. in practice, the rotes arc round to be in™fficicnt 
or cxcc.c;sivc. in accordance with \he provision~ of Section l.6.H t.·hmmdmcm.1}. 

I\'. ~lATERIAI. Plll\CIIASf.S, THA!I.SFERS, ANll DISP<lSJTIOl\S 

The Opcra1or is responsible for Joint .'\ccounl Mmoriul und shull make proper nnd timely charges and eredils for dirccl purchase,. trnmlcr~. and 
dispositions. The Operator shuH provide ull Mau:rial for use in the conduct of Joint Operations~ l10wi:vcr. Materint may he supplied hy the Non­

Opcra1ors. at tile O11cmtor's option. Material fumishl!d by any Puny shall he furnished without any express or implied wurrnnties as to quoli1y. 
fitness for use. or any olh=r mutter. 

I. DIRF.<.T PURCIIASES 

Direct purcl,asc-s shall he charged 111 the Joint Account ut tl1c price paid by the Operator aller <lcrluction of all discounLs rcci:il·cd. The 
Operator shall make guud failh efforts to take discount,; oni.:rcd by suppliers. hu1 sh.all no1 he linhle for fnil urc to tni.'.e di~count~ except to 
the extent such failure wus tl,e rcsuli of the Operator's gross negligence or willful misconduct. A direct purchase shall he deemed to occur 
when an agr.:emtnt is made hc\11~cn an Opcrutur und a third pany for tltc ncquisitinn of Material for a specific well site or location. 
Material providc'll by the Operator untlcr -vendor stocking programs.- \\1ton: the initial use is for n Joint Property and title of the Material 

does not puss trum the manufacturer. tlislribulor, or ugcnt unrii usagc. is considered a dirc,t purcha.1iC. If Mntctinl is found robe dcfct.1ivc 
or is rc1umcd tu tht: manufacum.:r, distrihutor. or ug1,:111 ror any other reason. credit shall he pa.,,e<l to the Joint Accmmt within si>i.1y (60) 
days after the Opcratur has. receiv1..'<1 U4.ljustmi!nt from the mununu.,urer. distributor. or agent. 

COl1VRIGHT ·O 2005 by Council uf Petroleum Accounumts Societies. toe. (COPAS) 
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2. TRANSFERS 

COPAS 2005 ,\ccounling Pmccdure 
Rcco111mcndcd hy COPAS. Inc. 

A transfer is de1cnninl!d to oecur when the Opcralor (i) furnishes Muterinl from n stornga fncility or fro,n nnothcr operated pn,pcTty. (ii) has 
a,sumcd liability for the storage costs nnd changes in vulue. :md (iii) ho.< previously secured and held title 10 the 1rsnsferred Materiul. 

Similarly. tl1c removal of Material from tht: foint Property to a storug~ facility or to another opcrnlcd property is a1s;o considered :.i tran~fcr; 

provided. however. Malcrinl that is moved lrom ihc Joint Prnpcny tu a stornge locntion for snfc-kccping pending disposition ma)' remain 

charged to the Joint Account and is not considertd a trao$for. Mulcriilt 5hntl he di."posed ofin acc.ordancc with Sec1irin tV.3 (JJispositfm1 qf 

Surplus) and the Ag.n.-cmcnl lO \,hid, this A1.:cnunling Pmccdurc i:,; u1tud1cU. 

A. PRICING 

The ~nfuc uf Mule.rial 1nm:di:rn:d to/from the Joint l"nip,my slmuld gencr;1\ly rcncct 1hc market value on the tl:iti: nf ph,y!-ical transfer. 

Regardless of the pricing method used. the Opera1or shall make nvr1ilahlc to the Nan-Opcrn1ors sufficienl documcntntinn to \'crify the 

Mmcrial valuation. When higher lhun spccilicution grade or size tuhul:irs nrc used in the conduct of Joinl Operations. the Opcrmor 
shall clmrgc the Joint Acc<>Unl UI the equivalent price 1hr well design spccifica1ion tuhulars. unless such higher specification grade or 

sized lubulars an: uppmvcd hy the Parties pursuam tu Sectiou 1.6.A (Cenera/ Moller.<). Transfers of new Mntcrial llill he priced 
using one of the following pricing methods: provided. lmwc\·i:r. 1hc Operator shall lLl:ie consistent pricing methods .. and not alti:matc 
hclwccn methods for lhc purimsc of choosing thl! method most fnvnrnhle to tht! Opi:nitor for a specific trrmsfcr: 

( I) Using puhlish<d prices in cllcct on dale ofmm•em<nl as udjusted by the approprimc COPAS 1-listoricol Price Muhiplicr (HPM) 
or prii:cs provided by the COPAS Cnmpu1crizct.l Equipment Pricing System {CF.PS}. 

(a) For uil country luhulurs ttnd lin• pip<. the puhlisltcd price shn\l he hased upnn e:i.slcm mill cnrload base prices (Hrn.slon. 
T t.:xa.i;. tOr special end) adjusted as of date nf movcmcnl plus tr:ini,;ponatim1 cost M deli!lct! in Section 1V.2. ll {Fri!ighr). 

(h} For other Material. the puhlish~tl 11ricc shun he lhc publi!.hcd fo:;t price in cftCct nt dale nfmLwcmcnt. a.s foncd hy a Supply 

Slllrc nearest the Join! l'rop•,ny where like Material is nnnmally nvnitnble. or point o!' mAnufacturo plus trnnsponation 
costs u.i; dctincd in Scctitm IV . .2.A {frt'iglu). 

tJ.) Based un a price quntatiun fmm u vendor that r\!tlccts a t.::um:nt rc:ili:;.tic ncquisition co$t, 

(3) Ba,;cd on the amount t>aid hy tht Opcn:s.tor for like Malctial in Ilic vicinity of the Joint Pmpcrty within the ptC\.'iOLI$ twelve C l2) 

n1onlhs from the date of physical lnmsf(T. 

(4) A~ ug.rc~d to b)' th1: Pa11icip11ting Parties for Mutt.7h11 hdug transicm:d lo 1hi.: .lnint Property. nnd hy lhc Parties owning the 

Mnterinl for Material bi.:ing. tr.msti.:.rred fmm the Joint Propcny, 

ll. FREIGHT 

Trunspunutioi1 cost, sh,11 ho addod n the Mutcrial 1rnnsfor price using the method pre.mihed hy the COPAS Cnmpurcrizcd 
Equipmctll Pricing System t<.:EPS). lf nol using CF.PS. transportution casts shnll he cnlculatcd a~ follows: 

t l} Transponuhnn cusls tor nil country tuhulars and line pipe shalt he <..,11cu\utcd u .. liing the dislancc from eastern mill to the 
Railway Rt:cciving Point ha.i;;i;:d on the carload weight hnsis m; recommended by the COPAS MFl-38 {''Material Pricing 

Manual") and olharCOPAS MFls in etT<et at the time of1hc transfer. 

(2) Tran~ponatiun costs fur spcciul mill ilcm~ sh:.ill hc: culculaled from that miU's shipping point to lhc Railway Receiving Poh11. 
r-or transportation rnsls from other than eastern mills, lhe 30.000-pound iluer'-t:tte truck rn1c shall he used. Tmnsportminn cos1s 

for macaroni tubing shall be calcutatcd bas~d on the interstate 1mck rnte per wdght of tubing 1rnnsfcned 111 1hc R3il11oy 

Receiving Point. 

(3 l Trnn::;pomniun co::;1s for ssx;ciul \;Od tubular gumJ:i shull b~ catculaltd using tl\c intcrst.nc tmck nth.: from Hou.lilon. Tc:<a.c;. to the 

Railway lh:cdving Point. 

t4J Tn,,;spurtatinn cosL, for Material ,,1h<r than that <loscrihcd in Scclions IV.2.ll.{I) rhmugh (JI. shall he calculated from the 
Supply Store or point ot'munufacturc, whichc\'t."T is uppropriate, tn the Rnilw:ly Rccc:h•ing Pc,int 

Rcgardlt;.'ois or whether using CEPS or manually cukulu\ing transportu.tion costs. 1ronsportalion ccr.:1s from the Railway Receiving Point 
to the Joint Property arc in ndditiun to the !iucguing. and may he charged 10 the Joint Aecnunl ha.sod on actual costs incurred. t\11 

transptirtatioo L"tl!iL'i tm: Sllllicct to Equalized Freight a....: provided in Scc1ion 11.4 (Tru.11spor1ulin11) of this Accounting Pmccduro. 

C. T,\XES 

Soles and use 111xcs shall he added to the i\•folaiul translt!r prici: using cilher the method contained in the COPAS Computerized 

Equipment Pricing Sys1cm (<.:F.PSJ or the opplicuhle tax rate in effect for the Join1 Property nt the time and pince oflransfcr. In cilhcr 
ea1e. lhc Joint Account shall be cltarged or credited at the rate thal would have governed had the Material hcen_ n direct purchase. 

COPYRIGHT -I-'.> 200.5 t,y C()uncil uf P~Lruh.:um Accuumunts Societies.. Inc. {C..."<.)P/\S) 
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D. CONDITION 

(I) Condi1ion -A~ - New il11d umcscd M~lcrinl in sound and serviceable condition sholl he chru;;cd al one hundred pcn:rm (!OOo/o) 

of1he price llS dctennincd in Sections IV.2.A (Pricing), IV.2.fl (Frei11h1), and IV.2.C (Taxes). Material transferred from the 

Joint Property that wus nm place~ in "n·icc shall he c-rcditcd ns chnrgcd wi1hou1 gain or loss; provided, however, any unused 

Material thut w:1s chargc'll 10 the Joint l\ccoun1 1hmu;;h i1 dirccl purchil'\C will be credited 10 the Joint Accounl al the origiMI 

cost paid less restoc,ing l'c<.s charged hy rile vendor. New end unused Ma1criul trnnsfcrred frnm 1he Joint Pmpcny may be 
crl'.!diti:d ut a price other than the price nriginutly charged lu the Joint Account provid~d such price is appmved by lhc Parties 

owrtina: such Material. pursuant tu St.:ciion 1.6.A (D,meral Muncrs). All n:furhisl1ing cost,; required or necessary to return the 
Mal1.-rial to nriginal condition or to cnm."<!l h;mdling. transponntion. Qr c,1hcr dnm.ig:cs will he bnrnc h_y the divc!-tins pmpcrty. 

·nic Joint Account is responsible for Matt'fial preparation. handling. and trnnspnna1io11 cost~ for new and unused Material 
charged to the Join! Pmpl!ny eitht.-r thmugh a direct purchnsc. or mu,sfcr. Any preparnlinn cO!.ts incurred. including any internal 
or cxh:mnl couting und wrnppin~. win h!! credited on new Ma.h:ri:i1 prcwided these ,;erv.ioc~ were not rcpc:t1cd ror i.uch h.·tmerial 

for the receiving property. 

(2) Condition .. B'' - Ustd Material in sound and sen•iccnhle crn1dilion nnd suituhlc for reuse whh11ut reconditioning sholl he priced 
hy mulliplying the price dclcrmined in Sections IV.2.A (/'ricing). IV.2.B (FreiRhr). and IV.2.C (To.re.,) hy scvcmy.fiw percent 
(75%). 

Exc'--pl a'i pnwidetl in Section tV.2.l){Jl. all rcconditiuning cost~ n.:quircc.l tu return 1he M.1tcrial to Condition .. ,r or 10 com:c1 
handling.. transponation or mh\.'T dumagcs wiJI he home by the dh·i:sting propcny. 

ff rile Mact:rial \\11.'i origimdly cliargcd m the: Joint Account 11.i; used Moterin.J and placed in scrvit.-c for tht: Joint Property~ liu: 

Material will he crctlitcd nt tlie price detcnninc<I in Sections IV.2.A (Pricing). IV.2.R (Freight). and IV.2.C (Taxe.,) multiplied 

by si.,11·-livc percent (65%). 

Unless otherwiso u~cd to by lite l'arti<s thlll puid for such Malcrial. used Mat<rial transferred from lhc Joint Proncrty Ihm was 

nnt plueed in service on tlie prnpcrty shllll be credited as chi!!ged without goin or loss. 

l3l Condition ··c• - Mah:rial that. is not in snund und serviceable conditkln and nnt suitahle for itli original funclinn until aflcr 
reconditi1111ing shull he priced hy multiplying the price detennincd in Sections IV.2.A {Pricing). IV.2.A (Freight). Md IV.2.C 
(Taxe-<l by fifty percent (50%). 

The cost of reconditioning may bl! charged to the rccei\•in,g property to the e~1ent Cundi1ion ·'C" value. plus cusf of 

reconditioning. docs not exc«d Condition -1r value. 

(4) Cunditinn ...,o•· - Mutcriul that (i) is no hmg~r suitnhlc for its originnl purpose bnl uscahlc for some olhl?r purpnc.e. (ii) is 

ohsolctc. or (iii) do,:s not mc-.:t original spccilicutiuos bu1 stilt has ,·alue und can he used in other applications as a substitute for 
item~ \\ith ditfoenl specificalio1ts. is considered C11ndi1ion ··o- Material. Casing. tuhing. or drill pipe used as line pipe shall be 
priced !IS Grade A snd H seamless line pif'C of comparable si7~ and weigh!. Used cosing, tubing. or drill pipe utilized a, line 
pipe ~"hall bi: priced ul used linl! pipe µrict.~. Casing. tubing. or drill pipe used a..; higher pressure i;crvice lines than Mandard line 
pipe, ~.g., pow~r oil line.,, shull be priced und~r normal pricing procedures for ca.,ing. tul>ini;. or drill pipe. 1 lpsct lobular goods 
sh~tn he rriccd on a non..upsct ba. ... is, For other ittmls, the price used shnuld result in the Joini Account being t.•harged or credited 
with th\! \'Uluc uf thi: service rcndi.:red ur u.'\c of the Mutcrial. or a.-. agreed to hy the Panic~ pursuant to Scctlon t .6.A {General 

,\./auers). 

\5} Conditiun •·f:' -Junk shall ht! priced nt prevailing scrup vuluc r,riccs. 

E. OTHER PRICING PROVISIONS 

{ l} Pn:paration Costs 

Subjoct 111 Section 11 \Dir<et Charge.<) and Section 111 (Orerhead) of this i\ccounling l'roccdurc, cn,ts incurred by the Operator 
in making Material str\'iceabJe including inspection, third pany surveillance services. nnd other !iiimilar si:rvicc~ will he charged 
to tlu.: Joint Account at prices which n!t1cct the Or,~mtor·s ecuml cost!; of the services. l){lcumcnlruion mu."1 he provided lO 1he 
Non-Opr.:raturs upon n!quesl to support 11H: cos1 or servil:t. New coating nnd/or wrnpping $ihul1 he cnnsideri?d a com1loncn1 of 
the Materials and priced in m:cnrdam.-e with ~i.:cthms IV.1 (Dii·ec:t J)urchases) or IV.2.A (Pricin~). as applicahll!. No charges or 
crcdit!:i shall he made fur used ccmting or wrapping. Churge.c: and cr~dit" for ins.pcctifms shall he mndc in accordance with 

COPAS MFl-38 ( .. Mlltc.:riaJ Pricing Manual'.). 

(2) Loading and Unloading Cost~ 

Loading and unlouding. costs related 10 the muvt!m~nt nrthc Material to the Joint Pmpcrty shaH he chargcU in accordance with 

the mdhods specified in CO?AS MFl-38 t""M.iterial Pridng Manual). 

COPYRIGHT O 2005 by Council ofl,.ctrulcum Accounti.llllS Societies. Inc. (COPA .. <;) 
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3. DISPOSITION OF Sl.!RPl.l!S 

Surplus Mtttcrial is that Material. whether new or used, th:u is no lunger required for Joint Operotinns. The ~mtnr may pun:h8'c. but 
shall be under 110 obligation tu ~urchasc, the interest of the Non-Operators in surpht1 Mmcrinl. 

Disposilions for 01c purpose l1f this 11ruccdure arc Ctlnsidcrcd ttl he the relinquishment nf title of the Material from the Joint Properti- 10 
either a third pnny. a Non•Operatur. or tu the Operator. Tu avnid the nccun111!atinn of ~urplus Material. the Operator should make good 
fuitl, efforts to dispose of surplus within twi:lvo ( I 2J months thmugh buy/sale agreements. trade, sale to n U1ird pany. division in kind, or 
otlicr dispositions as ugn:cJ tu hy the 1):irtics. 

Disposal or surplus Matorials shall he m•dc in accordance will\ the tcnns of the Agreement m which lllis Acc1111ntin& Pmccdurc is 
an.ached. lfthc A£,rcc:mcnt c:ontuins no pruvisiuns governing disposal ofsurplui; MrucriaL the following tern,~ shnll npply: 

The OperJtor mny. u,rough a sale tu un unn.:lutcd third puny or ~ntity, dispose of surplu.; MutcTiul having a gros.; sale value thnt 

is less than or e11uul to the Opcrntnr"s expenditure limit us set fonh in the .~grecmcnl to which this Accounting Procedure is 
ilttHclu:d without the prior uppruvul of the Parties owning ~uch Matt:rinl. 

If lht: gross ~mli.: vuluc t:sct.-c.:Lls lhc Agrc1;01cnt ~~p.:nditurc limit. the di~pnsal must he .tgrccd to h)' !ht PJJrties O\\Tiing such 
Material. 

Operator may purcha.'\e surplus Co11dition -,x" ur ··1r· Material withoUl :ippmval of the Ponies O\n1ing .such Mntcrinl. hmcd on 
the pricing mt:thuds set fimh in Section IV.2 {Trau.efers). 

Operator may purchosc Condition ~c·· Mmcrial without prior approval of the l1mtics 0\\11ing such M:.itcrial if the \'aluc of the 

Materials. ba"'ed on the pricing methods set forth in Sect inn lV.2 (Tra,1.~fers). is !cs~ than or i:quul tn the: Opcrmor·s cxp~nditun; 

Hmitutinn sci forth in the Agr..:cmcnt. The Opt:rmor shall provide dllc11mcn1n1ion supporting the classification nfthc Matcriul as 
ConditionC. 

Operator may dispose. nf Condit inn .. ,r or "E .. Matcrinl under pruccduros nonnully utilized hy Operator wi1hom prior npprol'al 
of the Purti~ owning suoh Mutcrial. 

4. SPECIAL PRICING r1t0VISIONS 

A. PREMIUM PRICING 

Whenever Mulcrial is nrailahh! only al in!latt:d prices due to national emergencies. strikes. government imposed foreign Ulldc 

rc.c;trictions. or oth~r unusual cuuscs tm.:r which the Opcrruor h:ii; n,1 conlml. for direct purchase th~ Operator may charge the Joint 

Account lbr Ute l'l!<J•irw Material at the Opcrauirs ucrual cost incum:d in pm\'iding such Mu1erial, mnking it suitable for use, and 
moving it to tht: Joinr Pmpt:rty. Material trW1sti:rn.-d N disposed of r.luring prl!mium pricing situ:ition., shall he valued in accordance 

with Section IV.2 (Trw1,;fers) or Section IV.3 \Di.1µasitio11 '!f.\i,rplm). as appticohlo. 

B. SHOP-MADF. ITEMS 

Items fahrica11.:d by the Operator's cmplo)'t!i.!S, nr by cuntruct luhorcrs 11nd~r the dfrcclinn of thl! Opi.:ra111r. !ilmll he: priced using. the 
value of the Material used 10 co11sm1c1 the itcni plus the ens! of lahor 10 fabriemc the item. If the Material is from the Op~rators 
scr.1p or junk nccmtnl the Mah:rial shall be priced nt ~ither t\\'cnty--ftve percent (25%) of lhc current price as dctcnninctl in Section 
JV.2.A (Pricing) or scrap ,·.iluc. whichi.:vl!r is hi~hcr. In no cvcm shall the cimount chargc:ll exceed the voluc or 1he item 
1:ununcn!iura1c with its use. 

C. MILL RF.JECTS 

Mill rcjceci purch~scll ;;c; --limited scr.•icc .. cusing. ur tubin~ shall be priced ru ..:ighty percent (80%) ofK-55/J-55 price U!i dclcnni111.:d in 

Section IV.2 (Trr111sfers). Line pipe convened lo c1ising or tuhing with ca.,ing or tuhing coupling.< nu~chcd shall he priced a< K-55/J-
55 c115ing or tubing at tho n~arcsl siz• and wcigh1. 

V. tN\'EliTOIUES Of, CONTIIOl.l.ARI.E MATERIAi. 

TI1c Operator shn.11 maintuin n .. -cunJ..-; ofContmlfublt.: 1\·foterlal chargt:d 10 tln: Joint Account. with sufficient detail to perform phy~icnl invcnlorh.!s. 

Adjustment.~ to the Joint Account by tht! O~rntur n.,sultiug from a physical inventor)' ar ContrnUable Marerial shnli he made within lwclve ( 12) 
months following the ttildng of the im·1..,Uof)· or rc~ipt of Non-Opc.rutt)f \\WCntory re11ort. Charge~ and cn::d\tf. fnr nverag.c.s nr shC\rtns~~ '-"ill be 

valued for the Joint Account in nccor<lancc with St:1:tion IV.2 (Tranrferx) and shall h~ hn...i.cd on 1\lc Condition "R .. price~ in effect on the date of 

physical inv~ntory unless the ill\'cntmyinn Pnrtics cnn pnwidc sufficient cvidcm:c another Material condition a11plies. 

COPYRIGHT c 2005 by Council of Peirokum Accounumt, Societic,, Inc. (COPAS) 
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I. DIRECTED INVENTORIES 

f'lty,ical lnventurlts shall be perthrmcd by ,be opcrumr upon written request of a m~jority in working interests of the Non-Operators 

(hcreinafler. ·'dir~cted im•cntmy''): provided, however. the Opcrawr shall not he required 10 pcrfom1 directed inventories more frequently 

than ouceevcry fiire (5) year.;. Directed inl'cntori,~ shull he commenced within nnc hundr~d dgl,t)' (180) days utier the Operator r(teivcs 

wrin,11 notice that a majority in interest of the Nun-t)pcmton. has reqt1c'$1cd the invcntmy. All Ponies shall he governed by the rl!Sults of 
any directed invl!ntory. 

E,-1\cnse.c;; of dircct~d invi.:ntorics will be bumc by the Joint Account; provided. howe\'er. cMLc. a..~t.ncio.ted wilh nn}' pMt-repnrt follow-up 
work in settling thi: inv~ntory wi11 bc uhsurll1.:d by the Pnny incurring such costs. Tile Optrator j5 e.~peclcd to cxcrci~c judgmcnl in kccpini,; 

expenses ,,ithin rca.'ionabh: limiL~. Any anth:ipntcd dispmponionatc llt c:xlrnmdhmr)' costs should be discu.~t.icd and agreed upon prior to 
commtnct:mcm of th~ invt:ntory. Expenses uf directed invcntnrit:s muy include the following: 

A. A per diem rule for each inventory P"rsun. rtprcscntati\'c oi' ac!uat snlorics, wages. and payroll burdens ttnd bcnetits of !he personnel 
pcrlbnning the invi..~tOI)' or a ratt! ugrei:d to h)' the Parties pursuant to Scctitm 1.6.A (Gt!m.mJ/ Mnm:r.,;), The per diem rate shoU also 
be applied lo a reasonable number or days for prc-invcnlnry work and rcpun pr~para1i<1n. 

B. Actual !ransponatiun C-OSIS und Personal Exp<nsc, for the in\'cntOJJ team. 

C. Reasonable churg~s for report pr~parution and distribution to the Nl)n-Operc1tors. 

2. NON-DIRECTED IN\'F.NTOIUES 

A. OPERATOR INVF.NTORIF.S 

Physical in,·cnluric, thut urc not requested hy !he Non-Op<rators niny he perfom1ed hy the Operator, at the Opermor"s discretion. The 
expenses or conducting such Operatm-initiat,'1 inventories shall not he charged m the lnint Account. 

B. NON-OPERATOR JNVF.NTOt!IES 

Suhject to the t~rn1s of the Agrcc1m:nt to whkh lhis Ac~1unting Procedure is attached, the Nnn~Opcrntors may conduct n physical 
inventory al rcasonuble limes at thdr "'oh: co~t and risk allcr giving the Opt!rotor at least niocty (QO) dttys prior \\Tittcn 11011cc. Thi: 
Non...Operator in,•tntmy n;pnn shlll1 he fumis\u:d \tl 1hc ()pcmtor in writing within ni11cty tQ0) dayi- of completing U1c invcn\ol)' 

fieldwork. 

C. SPECIAL INVENTORIES 

The expense of conducting inventories olhcr lhao those dcscrihcd in Sections V.1 (Directed lm1e11tnries), V2.A (Open.i1or 

hn•eiuoric.,), or V.2.ll \Nn11.0peratur /m•emaric.,). ,hall he charg"d to the Pnrty requesting such in\',nt111y: provided. however, 
inventories rcquir.:d duo tu a change of 0p1,~ator shall he charged Ill the Joint ,\ccmmt in the same manner 0$ dcmihcd in Sec1ion 

V.1 (Dirt!CtE!d fm·emorfrt.r). 

COPYRIGHT O 2005 by Council of l'clroh:um Accounlants Sm:ictiL:S. inc. (COPAS} 
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EXHIBIT 'F' 

UNIT OPERATING AGREEMENT 

CANADAY OIL CORPORATION 

IRONS MORROW SAND UNIT 

CLARK COUNTY, KANSAS 

INSURANCE 

Operator shall carry or provide the following insurance for the benefit of the joint account. 

1. Insurance which shall comply with the Workmen's Compensation and Employer's Liability 
Laws of the State of Kansas. 

2. Commercial General Liability Insurance with a minimum coverage of $1,000,000. 

3. Commercial Automobile Insurance with a minimum coverage of $1,000,000. 

4. Operator reserves the right to purchase such other insurance coverage as is 
deemed necessary. 



EXHIBIT "G" 

UNIT OPERA TING AGREEMENT 
CANADAY OIL CORPORATION 

NON-DISCRIMINATION POLICY 

It is the policy and commitment of Canaday Oil Corporation that it does not 
discriminate on the basis of race, age, color, sex, national origin, physical or mental 
disability or religion. 

Canaday Oil Corporation is committed to a policy of equal employment opportunity 
and does not discriminate in the terms, conditions, or privileges of employment on 
account of race, age, color, sex, national origin, physical or mental disability, or 
religion or otherwise as may be prohibited by federal and state law. 



Exhibit C 

to the Application of Application of Canaday Oil Corporation (#5303) for an Order Authorizing 
the Unitization and Unit Operation of the Irons Morrow Sand Unit 

INTERESTED OWNERS 

Lucinda Ann Brothers-Full Dana M. Homan Living Trust dated 5/20/2011 
16801 Valderama Way 5407 W. 99th Terrace 
Edmond, OK 73012 Overland Park, KS 66207 

Patrick Timothy Canaday Grant Michael Canaday 
6357 N. Campos Lane 501 W. 77th Street 
Wichita, KS 67204 Tulsa, OK 74132 

Karen Lee Byerley Revocable Trust dated 7.1.2019 Cade Patrick Canaday 
7605 Derek Drive 1418 N. Decker Street 
Raleigh, NC 27613 Wichita, KS 67235 

B & F Family Limited Partnership Louise Ann West 
c/o Linda K. Barnes PO Box 475 
PO Box 5 Minneola, KS 67865 
Minneola, KS 67865 

Kerry Irons Derby Rock LLC 
2712 Cresthill Circle c/o Darren Irons 
Waco, TX 76710 2001 Worthington Lane 

Edmond, OK 73013 

Cannon Family Investments Inc. Billy Irons 
c/o Patrick J. Cannon 4001 NE Channel Drive 
PO Box 273 Lee's Summit, MO 64064 
Onalaska, WI 54650 

Linda & Edward Mahieu John Blair 
1962 FM 400 5205 W. 95 th Terrace, #111 
Plainview, TX 79072 Overland Park, KS 66207 

O'Brien Family Trust of201 l dated July 22, 2011 Mark & Michelle Mahieu 
c/o John A. O'Brien Jr. 304 CR 7 
101 Wakefield St. Minneola, KS 67865 
Reading, MA 01867 
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