B. If surplus material is moved to Operator’s warchouse or other storage point, no charge shall be made to the joint account for a distance greater
than the distance from the nearest reliable supply store or railway receiving point, except by special agreement with Non-Operator. No charge

shall be made to the joint account for moving material to other properties belonging to Operator, except by special agreement with Non-Operator.

6. Service

A. Outside Services:
The cost of contract services and utilities procured from outside sources.
Use of Operator’s Equipment and Facilities:
Use of and service by Operator’s exclusively owned equipment and facilities as provided in Paragraph 5 of Section III entitled “Operator’s Ex-

clusively Owned Facilities.’
Damages and Losses to Joint Property and Equipment
All costs or expenses necessary to replace or repair damages or losses incurred by fire, flood, 'stnrm. theft, accident, or any other cause not con-

trollable by Operator through the exercise of reasonable diligence. Operator shall furnish Non-Operator written notice of damages or losses in-

curred as soon as practicable after report of the same has been received by Operator.

Litigation Expense

All costs and expenses of litigation, or legal services otherwise necessary or expedient for the protection of the joint interests, including attorneys’

fees and expenses as hereinafter lprovidcd, together with all judgments obtained against the parties or any of them on account of the joint operations

under this agreement, and actual expenses incurred by any party or parties hereto in securing evidence for the purpose of defending against any
action or claim prosecuted or urged against the joint account or the subject matter of this agreement.

A. If a majority of the interests hereunder shall so agree, actions or claims affecting the joint interests hereunder may be handled by the legal
staff of one or more of the parties hereto; and a charge commensurate with cost of providing and furnishing such services rendered may be
made against the joint account; but no such charge shall be made until approved by the legal departments of or attorneys for the respective
parties hereto. -

B. Fees and expenses of outside attorneys shall not be charged to the joint account unless authorized by the majority of the interests hereunder.

Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the properties which are the subject of this agreement, the produc-

tion therefrom or the operation thereof, and which taxes have been paid by the Operator for the benefit of the parties hereto.

Insurance and Claims >

A. Premiums paid for insurance required to be carried for the benefit of the joint account, together with all expenditures incurred and paid in
settlement of any and all losses, claims, damages, judgments, and other expenses, including legal services, not recovered from insurance carrier.
B. If no insurance is required to beé carried, all actual expenditures incurred and paid by Operator in settlement of any and all losses, claims, dam-

ages, judgments, and any other expenses, including legal services, shall be charged to the joint account.

‘Distriet and Camp Expense(Field Supervision-and Camp Expense)——— — -
A pro rati-portion_of the salaries and expenses of Operator’s production superintendent and other employees ur\mé. _the—jornt™ propenv and other
properties of the Operator in the-same operating area, whose time is not allocated dlreuly to Ihc properties; and a pro rata portion of the cost of

maintaining and operating a production office Kiiown-as Operator’s e

otfice located at or near e : r - . 2o (or a comparable office if lm.l[u)n changed), and

necessary suboffices (if any), maintained for the-eonveénience of the above- dLSLl’lbtd officerand all necessary camps, including housing facilities for
employees if required, used in.the—conduct of the operations on the joint property and other propertics operated in the same locality. The expense
of, less any reveriue from, these facilities should be inclusive of depreciation or a fair monthly rental in licu of depreciatiom-ea-the investment. Such

Waeharges—shall-be-apportioned—to-all-properties—served—on—some equitable—basis—consistent—with—Qperator’s - accounting—practicee— —

Administrative Overhead .

Operator shall have the right to assess against the joint property covered hereby the following management and administrative overhead charges,
which shall be in licu of all expenses of all offices of the Operator not covered by Section II, Paragraph 11, above, including salaries and expenses
of personnel assigned to such offices, except that salaries of geologists and other employees of Operator who are temporarily assigned to and directly
serving on the joint property will be charged as provided in Section II, Paragraph 2, above. Salaries and expenses of other technical employees as-
signed to such offices will be considered as covered by overhead charges in this paragraph unless charges for such salaries and expenses are agreed

upon between Operator and Non-Operator as a direct charge to the joint property.

WELL BASIS (Rate Per Well Per Month)

PRODUCING WELL RATE
PRILLING WELL (Use Completion Depth)
RATE

All Wells
Well Depth Each Well First Five Next Five Over Ten

All depths 300 .. 450

A. Overhead charges for drilling wells shall begin on the date each well is spudded and terminate when it is on production or is plugged, as the
case may be, except that no charge shall be made during the suspension of drilling operations for fifteen (15) or more consecutive days.
B. In connection with overhead charges, the status of wells shall be as follows: ]
(1) Injection wells for recovery operations, such as for repressure or water flood, shall be included in the overhead schedule the same as produc-
ing oil wells.
(2) Water supply wells utilized for water flooding operations shall be included in the overhead schedule the same as producing oil wells.

(3) Producing gas wells shall ‘be included in the overhead schedule the same as producing oil wells.
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