APPROVAL - CERTIFICATION - DETERMINATION
Pursuant to the authority vested in the Commissibner of
the Department of Natural Resources of the State of Alaska,
under Tltle 38 of the Alaska statutes, as amenﬁed " and undér
the Alaska 011 and Gas Leasing Regulations pursuant thereto,

I do hereby:

(a) Approve the attached Unit Agreement for the
Development and Operation of the Milne Point Unit, State of
Alaska.

{b) Certlfy and determlne that the unlt plan of develop-

- ment and operatlon, contemplated in the attached agreement

is necessary and advisable in the public interest for the
purpose of more properly conéerving natural resources.

(c) Certify and determine that the drilling, producing,
rental, minimgm royalty aﬂd royalty requirements of alir
State of'Alaskafleases committéa‘to.Said‘agfeement are -
hereby established, alterea,,changed, or revoked to-conform
with the terms and conditions of this agreement. .

{d) This agreement is effective as of September 28,

1979.

DATED this 29 day of /‘7;42;—-—

Tl

Commissioner

Robert E. LeResche
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FOR THE DEVELOPMENT AND OPERATION OF Ttﬁlj [; [} Eg U

MILNE POINT UNIT A MAR 2 i 1y
STATE OF ALASKA

- Div. of Minerals & & gy Mgt
THIRD JUDICIAL DISTRICT -._.Anchorage, Al

THIS AGREEMENT, entered into as of the 28th iay of September, 1979

by and between the parties subscribing, ratifying, or consenting hereto,
and herein referred to as the "parties hereto”,

WITNESSETH:

WEEREAS, the parties herete are;the owners of working, royalty or
other oil and gas interests in the uéit area subject to this agreement;
and,

WHEREAS, the Commissioner of the Department of Natural Résources,
State of Alaska, is authorized by Alaska Statute 38.05 and appropriate
state regulations to consent to or approve this agreement on behalf of
the State of Alaska, insofar as it cévets and includes -lands and mineral
Interests of the State of Alaska; and, o

WHEREAS, the parties hereto hold sufficient interests.in the

Milpne Point -Unit Area covering the land hereinafter described to

glve reasonable effective contrel of‘opetations therein; and,

WHEREAS, it is the purpose of the parties hereto to cpnserve_natural
resources, prevent waste, and secure?nther benefits obtainable through-
development and operation of the area subject to‘tﬁis agreement under
the terms, conditions and limitations herein set forth; and,

WHEREAS, State lands, as that term is used in this agreement, means
those lands title to which is vested or that become ;ested in the State

Qof Alaska and lands which have been‘tentatively appfoved after state
selection and are mot covered by an lexisting Federal oil and gas lease
at such time as any right or authority is exercised;

NOW THEREFORE, in consideration of the premises and the promises
berein contained,lthg parties hereto commit to this agreement theix

respective interests in the below-defined unit area, and agree severally

-among themselves as follows: ‘ . o AGG 1354930 j
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1. 'ENABLING ACT AND REGULATIONS. The Alasks Land Act (AS 38,05.005-
370) and 2ll valid and pertinent oil and.gas statutes and regulations
including the oil and gas operating statutes and regulations in effecf
as of the effective date hereof or hereafter issued thereunder gdverning
drilling and producing operations, nét inconsistent wiéh the terms
hereof or the laws of the State of Aiaska.are hereby accepted and made
a pait of this agfeemépt. | -

25 -UNiT AﬁEA. fhe aréea specified oﬂ the map atiadhedfhefétd;
marked Exhibit "A" is hereby designated and recognized éé constituting

the unit area, contaiuing' 18,527 acres, more or less. Exhibit "A"

shovs;‘in addition to the boundary of the unit area, the boundaries ang
identity of .tfacts and leases in said area to the extent known to the
Unit Operafor. '

Exhibit "B" attached hereto is a schedule showing, to the extent
known to the Unit Operator, the acreage, pgrcentage, and kind of ownership
‘of oi} and gas interests in all land in the unit area. However nothing.
herein or fn said schedule or map shall be const?ued as a £epresentat10n
by any party hereto as to the owner%hip'of ;ﬁf interest other than such
interest or in:erest% as are shown in said map or schedule as owned by
such party. .

Exhibits "A" and "B" shall be }evised by. the Hnit'bperatn¥ whenever
changes in the unit area render éucﬁ revision necessary, ér when fequested
by the Director, Division of Lands of the Department of Natural Resources,
hereinafter referred to as the “Dirgctor", and four (4) copies thereof
shall be filed with the Director. |

.The above described-uﬁit area shall, vﬁeﬁ practicable, be ekpanded
to include therein any additional tract or tracts regarded as reasonably
necessary or advisable for the purposes of this agreement, or shall be
contracted to exclude lands not within an;—participating area wheneQer
guch expansion Qr contraction is necessary or advisable to conform with
the purposes of this agreement. Such expansion or contraction shall pe
effected in the following manner:

{a) Unit Operator, on its oun-motion, or on demand of the Director,
shall prepa¥e a notice of proposed éxpansian or contraction descriﬁing
fhe contemplated changes in the bouﬁdaries of the unit area, the reasons

i
therefor, and the proposed effective date thereof, prefera}ly the f;rat

. day of a month Subsequenﬁ-:o'tﬁe date. of notice. ‘;AGO 1354931
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(b) Said notice shall be delivered to the Director and copigs thereof
mailed to the last known address of each working interest owner, lessee,
and lessor whose interests are affected, adviging tﬁat 30 days will be
allowed for submission to the Unit Gperﬁtcr of any objections,

{c) Upon expiration of the 30—%ay period provided in the preceding
item (b) hereof, Unit Operator shallifile with the Director, evidence of
mailing of the notice of expansion or contraction, and a copy of any
dbjections'tﬁereto which have been filed with_thé Unit Dpefator, t&getﬁer
with an application in sufficiént nu?ber for approval of such expansion
or contraction and with appropriate joinders.

(d) After due consideration of a11 pertinent 1nformation, the
expansion or contraction shall, upon approval by the Director, become
effective as of the date préscribed in the notice hereof.

(e) All legpal subdivisions of unitrized lands (i.e., 40 acres by
Government survey or its nearest lot jor tract equivalent in instances of
irregular suveys, however, unusuallyilarge lots or tracts shall be con-
sldered in multiples of 40 acres, or 'the néatest aliquot equivalent
thereof, for the purpose ofrelimin;tion under this subsection), no parts ' ,&

. OLsrtmcite]
. of which are enfltled to be in a participating area within five years \\\ f->;_<2f§
after the first day 'of the month following the effective date of the //'
first initial participating area established under this unit agreement,
! .
shall be éliminatgd autpﬁatically frémrtbis agreement, effective as of
the firstlday thereafter, and such.lénds shall no longer be a part of
the unit area and shall no longer be‘subject to this agreement except as
provided in Paragraph 18(f), unless at the expiration of said five?y;éi
.period diligent drilling operatioﬁs are in progress on unitized land;
not entitled to participation, in which event all such lands shall remain
subject hereto for.so long as such d#illing operations are pontinuéd
diligently, with not more than one (i) year time elapsing between the '
completion of one such well and the commencement of the next such well,
except that the time allowed between such wells ghall not expire earlier
than 30 days after the expiration ofiany period of time during which drilling
operations are prevented by a matteribeyond the reasonable control of
Unit oéeratof, as set forth in the s;ction hereof entitled "Unavoidable
V Delay”; provided thaf all legal subd;visions of lands not in a‘pa;ticipating
area and not éntitled to become participating unﬂer the applicable ‘

provisions of this agreement within 10 years after the first day of the

i oo — Y w
i : ‘JAGJ 135433, ﬁ

i i o



B Loy Al TP = e ST S T fes

[y

‘month following the effective date of said first initial participating -
area shall be eliminated as above spefified. Determination of qradicable
"unavoidable delay" time shall be made byAUnit Operator and subject go
approval of the Director. The Unit Operator shall,-within 90 days. after
the effective date of any eliminatinﬁ'heteunde;, describe the érea 80
elimin#ted to the satisfaction of th% Director and promptly notify all
parties in interest. ' ' 7 ,////'

If'c0nditiané'wairaht extension ;f the ten-yesr ﬁeriod-épecifieh .

. in this Subsection 2 (e), a single extension of not to exceed two years
may be accomplished by comsent of the 6wners of ninety percenf of the
éurrent unitized worﬁing 1ntere;ts agd sixty percent of the current
unitized basic royalty interests {ex%lusive of the basic royalty interests
of the state) on a total nanpérticipétingwacreage basis, respectively,
with approval of the Commissioner providedVSuch extension applicafion is
‘submitted to the Director not later thanm 60 days prior to the expiration
of said‘tendea: period, o -

Any expansion of the unit area éursuant to this section which embraces
lands theretofore eliminated pursuaué to this Subsection 2 (e) shallrnot

. be considered zutomatic commitment or ‘recommitment of such lands.

3. UNITIZED LAND AND UNITIZED QUBSTANCES. All land committed to
this'agreemeht shall ‘constitute Land referred to heréin as "unitized land”
or ."land subjﬁAt to tﬁis agreement", All oii and.gas in any and.all formé—
_tions of the unitized land are unitized under the terms of this agreement

and herein are called "unitized subsfances".'

4. UNIT OPERATOR. _ ____Conoco_Inc, ' L with |

offices at 5 Greenway Plaza East, Suite 2928, Houston, Texas 77046 is

hereby designated as Unit Operator and by signature hereto as Unit Operator
and as working interest ownei commits to this agreement all interests in
unitized subst;nces vested in it andiagrees and consents to accept the
dutles and obligarions of Unit Opera?or for discovery, develoﬁment and
production of unitized substances as herein provided. Whenever reference
is made herein to the Unit Operator, such reference wmeans the Unit Operator
acting in that capacity and not as an owner of interest in unirized .
Qubstances, and the term "working interest owner" whén used herein shall

include or refer to Unit Operator a% the owner of a working interest when

‘ such an interest is owned by it. , : . "-AGU 1354933
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5, RESIGRATION OR.REHQVAL OF UNIT OPERATOR. Unit Ope:;tor shall
have the right to resign at sny time %ribrlté the establishment of a partici-
pating area or areas hereunder, but such resignation shall‘non bebbme
effective so as to release Unit Operator from the duties and obligations
of Unit Opergtor and terminate Unit Operator's rights as such for a period
of six months after notice of intentfon to resign has be;n served by Unit

Operator on all working interest owners and the Director, and until all

.

. wells then drilled hereunder are placed fn a satisfactory condition for

suspension or abandonment, whichever i1s required by the Director as to

State and privately owned lands, unless & new Unit Operator shall have been

selected and approved and shall have taken over and essumed the duties

and obligations of Unit Operator prior to the expiration of said period.

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

established hereunder is in existence but, in all Instances of resignation

‘or removal, until a successor Unit Operator is selected and approved as

i

hereinafter provided, the working interest owners shall be jeintly responsible

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

30 days before such resignation or removal becomes effective appoint a

common agent to represent them in any action to be taken hereunder.

The resignatian of Unit Operator ahall not release Unit Uperator from

- any 1iability for any default by it hereunder occurring prior to the

effective date of its resignation.
The Unit Operator may, upon default or failure in the performance

of ita duties or obligations hereunder, be subject to removal by the same

'percentﬁge vote of the owners of working interests determined in like manner

as herein provided for the selection of a new Unit Operator. Such removal
shall be effective upon notice thereof to the Director,

The resignation or removal of Unit Opérator under this agreement
shall not terminate its right, title, or interest as the owner of a working
interest or other interest in unitiZed substances, butlupon the resignation
or removal of Unit.Operator becoming effective. such Unit Operator shall
deliver possession of sll equipment materials, and appurtenauces used
in conducting the unit Operations and owned by the working interest owners

I

to the mew duly qualified successor Unit Operator or to the owners thereof

if no such new Unit Operator is eleéted, to be used for the purpose of

conducting unit opéretiuns hereunder. Nothing herein shall be construed

as authoriziug removal of any matetial eQUiPment and 3PPurt€ﬂances needed

for #he In'eservation ‘of any wells, ; a . lAuO 1354934 \ |
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6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender
his or itg resignation as Unit Operator, or shall be removed as hereinabove
provided, or a change of Unit Operator is negotiated by working interest
owners, the owners of the working interests in the participating area
oY areas according to their ;espectiée acreage interests in such partici-
pating area or areas, or until a par?icipating area shall have been
established, the owners of the working interests according to their
respective aéreage interests in Qll unitized land,réhall by majority
vote select a successor Unit Operator; provided that, if a majority but
less than 75 percent of the working %nterests qualified to vote‘are
owned by cne party to this agreément;fa bqﬁcurring vote of one or more
additional-workiug interest owners shall be required to select a new
operator. Such selection shall not be come effective uyntil:

(a) a Unit Operator so selected shall accept in writing the duties
and responsibilities of Unit Operatoé, and

| (b) the selection shall have been filed with and approved by the
Director. If no sﬁccessor Unit Operator is selected and qualified as
herein provided, .the Commissioner at his election may declare tﬁis Unit
Agreeaent.rerminated.
7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT; If the Unit
-Opératof is'not the sole owner of working interests, costs and expenses
iﬂcﬁrted by Unit Operator in coﬁducﬂing unit Operaticné;hereunder shall
be paid and apportioned among and borne by the owners of working Interests,
all in accordance with the agreement or agreements entered into by and
between the Unit Operaﬁor and the owners of uorking'interests; whether one
nrlmore, separagély Qr collectivelyﬁ Any agreemeﬁt or agreemenfs entered--
into between the working interest oéners and the Unit Operator as provided
in this section, whether one or mor;, are. herein referred to'as.the .
"Unit Operating Agreement™. Such unit operating agreement shzll also
provide the manner in which the working interast.oﬁners shall be entitled
to recelve their repsective proportionate and allocated share of the benefits
accruing hereto in conformity with %heir underlying operating agreements,
leases, or other independent contraéts, and such other rights and
obligations as between Unit 0perato$ and the working interest owners as
may be agreed ﬁpon by Unit Operatoriand the working inte?est owners; however,
no such unit operating agteement'shAll-be deemed either to modify eny of

the terms and conditions of this unit agreement or to relieve the Unit

: S 1354935
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Operator of any right or obligation established under this agreement, and
in case of any inconsistency or conflict between the unit ;greemeni and -
the unit operating agreement, this unit agreement shall prevail. Three (3)
* true coples of any unit operating agreement executed purshant to this
section shall be filed with the Director prior to approval of the unit
agreement by the Commissiocner, -
8. RIGHTS ARD OBLIGATIONS OF UNIT OPERATOR. Except as otherwise -
specifically provided herein, the exclusive right, privilege, and duty
of exercising any and all rights of the parties hereto which are necessary
or convenient for prospecting for, producing, storing, allocating, and
) éistfibgting:the unicizeg apbstances are pereby delegated to and shall be
exercised by the Unit Operator as herein provided. . Accéptable evidence
of title to said rights shall be deposited with saild Unit Operator and,
together with this agfeement, shall %onstitute and define the'rights,
privileges, and obligations of Unit Operator. Nothing herein, however,
shall be construed to transfer title fo any land or to any lease or operating
agreement, it being understood that undé; this agreement the Unit Operator,
in its capacity as Unit Operator, shall exercise the rights of possession
and use vested in the parties heretoionly for the purposes herein specified
9. DRILLING TO DISCOVERY. Within 6 months after the effective date
hereof, the Unit Operator shall begin to drill an adequate test well at a
. iocationxappnoved bf the Direcﬁof, unless on such effeéti&e day a well. is
being drilled conformahly with the terms hereof, and thereafter continue

such drilling diligently unit the Sadlerochit Shale fnrmation has

been tested or until at a lesser depth unitized substances shall be discovered
which can be produced in paying quantities (to wit: quantities sufficient

to repay the costs of drilling, and producing operations, with a reasonable

- profit) or the Unit Operator shall at any time establish to the satisfaction
of the Director that further drilliqg of said well would be unwarranted or
impracticéble, provided, however, that Unit Operator shall not in any event
be required to drill said well to a depth in excess of 9,750 feet. Uatil
the discovery of a deposit of unitized substances under this unit agreement
capable of being produced in paying quantities, the Unit Opafatnr shall
continue drilling diligently one well at a time, allowing mot more than

one (1) year between the completion of one well and the beginning of the
next well, until a well capable of - groducing unirized substances in paying

i ————
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quantities is completed to the satisfaction of the Directcr or until it is
reasonably proved that the unitized 1ﬁnd is incapable of producing unitized
substances in paying quantities in thé formations drilled hereunder.

Nothing in this section shall be'aéemed to limit the right o£ the Unit
Operator to reslgn as provided in Section 5 hereof, or as ;equiring Unit
Operator to commence or continue any drilling during the period peﬁding
such resignation becoming effective iﬁ order to comply with the requirements
of this section.'_The'Gommissioner mgé modify the drilling requiremeﬁ;q of
this section by granting reasonable extenéions of time when, in his opinion,
such action is warranted. .

Upon failure-to commence any well provided for in this sectiomn within'
the time allowed, including any extension of time granted by the‘Commissioner,
this agreement will automatically ter@inate; upon failure to continue drilling .
diligently any well commenced hereundér, the Commissioner may, after 15 days
notice to the Unit Operator, declare ;his unit agreement terminated. '

10. PLAR OF FURTHER DEVELOPMENT AND OPERATION. Within §ix monthsafter
completion of a well capable of producing unitized‘ggbsﬁances in paying
quant%ties, the Unit Operator shall shbmit for the approval of ihe Director

an acceptable plan-of development ani operation for the unitized land which,
g e o : S :

when approved by the Director, shall constitute the further drilling and

: operating obligations of the Unit Uperatq; under this agreement for the

" peried specified therein Thereafter, from time to time before the expiration,

and the proposed order and time for |such driiling; and,

of any existing plan, the Unit Operatnr ahall suhmit for :he approval of
the Director a plan for an additiona} specified period for the development
aﬁd operation of the unitized land. EThe Unit Operatbr expressly convenants
to develop the unit area as a reasoh;bly'prudent'operétor'1n a reascnably
prudent m#uner.

© Any plan submitted pursuant to this sgction‘sﬁall provide for the

exploration of the unitized area and for the diligent drilling necessary

+

for determination of the area or thelareas thereof capable of produciﬂg
unitized substences in paying quantities in each and every productive ‘
formation and shall be as complete and adequate as the Director may
determine to be necessary for timely development and proper conservation
of the oil and gas resources of the unitized area, end shall:

(a) specify the number and location of any wells to be drilled
! : 3

e T
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(b) to the extent practicable, specify the operating practices
regar@ed as mecessary and advisable for the proper conservation of natural
fesourc;a._ k .

‘ Sepafate plans may be Submitted for separate productive-zones, subject
to the approval of the Director,
Saiﬁ plan or plans_shall be modified or supplemented when necessary
to meet ¢haﬁged conditions, or to protect the interests of all parties to
_this agreement. Reasonable diligence.shall be exercised in complying
‘ with the obligations of the approved flan of development, The Director

is suthorized to grant a reasonable extension of the six-month period hereiﬁ
prescribed for submission‘of an iuitiai plan of development where guch
action is justified because of unusual cunditidns or circumstances. After
completion hereunder of a well capable of producing unitized substances in
paying quantities, no further wells, except such as may be necessary to
afford protection against operations ;ot under this agreement or such as
may be specifically appro%ed by the D;rector shall be drilled except in
accordance with a plan of development approved as herein provided.

11. PARTICIPATION AFTER DISCOVERY. Upon completion of a well capable

of producing unitized substances in paying quantities, the Unit Operator

y . e -
shall, E%Egggj&be month of such completigzifff;izggticable, or as soon/

gﬁgrgﬁfter SE_EESEEEEEHEV theADitqug;Jf;ubmit'for,approval by the
bifgctor & Bohedile, Hanal on.subdivisions-of tbelﬁublic land Bsurvey or
' aiiqubt'parts thereof of all ﬁnitized land then regarded as ieasdnabiy
proved t§ be productive of unitized subétauces in paying quantities; ali

lands in said schedule on approval of the Director are to constitute a

7iBfffffigfiiﬂngiffgféfféct1ve as of the date éf completion of such well

" or the effective date of the unit agéeement, whichever is later. The
acreages of Soth state and non-state lands shall be based upon approved
protractign diagrams or appropriate computations from the courses and
distances shown on the last approved protraction diagram or public land
survey as of the effective date of the initial participating_érea or
computed with reference to the last apprave& pfotraction survey or
grids. Said séhedule also shall setfforth the percentage of unitized
tract in the participating ar;a so established and sﬁall govern the
allocation of production from and after the date‘the ﬁarticipating area
becomes effective. A separate particifating area shall be established
in like manner for ea;ﬁ-separnte pool or deposit of unitfized substances

jbf for any gréup'théreof produced as a single.pooi or zone, andrany two

|
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or more yarticipating areas so established may be combined into one with
the consent of the owners of all workinglinterests in the lands within

‘therparticipating areas 80 to be combined, on approval of the Director.

The participating area or areas 80 es;abliaﬂed shall be revised from
time to time, subject to like ﬁpproval, whenever guch action appears
proper as a result of further drillin? operations or otherwise, to
include additional land then regardedlas reasonably proved to be productive
_1n paying ‘quantities, or to ‘exclude land then regardéed as reasonably
i

proved not to be productive in payinqiquantities and tﬁe percentage of
allocation shall also be revised acca&dingly. The effective date of any -
revision shall be the first of the month iﬁ which is obtained the knowledge
‘or information on which such revisioq is predicated, provided, however,
that a more appropriate effective date may be used if justified by the
Unit Operator and approved by the Director. No land shall be excluded
from a participating area on account lof depletion of the unitized substances.

It is the intent Sf this sectioﬁ that a participating area shall
represent the area known or reasonabiy estimated to be productive in payiqg
quantities; but, regardless of any r;vision of the participating area,
nothing.herein contained shall be construed és requiring any retroactive
adjustment for production obtained pfior to the effective date of the
revision of the‘partic;pating pieﬂ. .

‘ In the absence of agreement at ény time betweeﬁ the Unit Operator and
the Director a; to the proper Aefiniéion or ?édefiﬁition of a p;rticipating
Area, or until a participating area has, or areas have, beep established
as provided herein, the portion of all payments affécted thereby may -
be impounded in a manner mutually acéebtable‘to the owners of working
interest, except royalties due the S;ate of Alaska, which shall be determined
by the Director for staté lands and Lhe amount thereof defosited, as
directed by the‘Director, to be held as unearned money until a participating
area is finally approved and then apflied a8 earned or returned in accordance
with a determination of the sum due as state royalty on thé Basis_of such
approved participating area,

Upon the request of the operator or working interest owners, the Director
ghall hold as confidential any engin?ering, geophysical, geological data
inciudiné but not limited to drillin% logs, daily drilling reports or any

1 7
‘other data of like or similar naturei vhich may be requested or required by

the Director for any purpése of this agreement. il
' : (AGO 1354939
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Whenever it is determined, subject to the approval of the Director,r
that a well drilled under this agreement is not Eapable of production in
Paying quantities and inclusion of t&e-iand on which it is situated in a
participating area 1is unﬁarranted, pioduction from such well ghall, for
the purposes of settlement amnﬁg all parties other than working interast.
owners, be allocated to the land on which the well is lo;ated 50 long as
such land is not within a participating area established for the pool or
deposit from which such production is obtained. Settlement for working

‘interest.benefigs from such a well shall be made as provided in the unit
operating agreement, ' . ‘

- 12, ALLOCATION OF PRODUCTION. All unitized substances produced|from .
each,participafing area establisbed_pnder this agreement, except any part
thereof used in conformity with good operating practices within £he unitized
area for drilling, operating, camp a?d other prnducgion or development

. purposes, for repressuring or recycl?ng 1& accordance with a plan of
development approved by the DirectorL or unavoidably lost, shall be deemed
to be produced from the:several trac%s of unitized land of the pariticpating
area established for such production and, for the purposes of dgtgrﬁining
any benefits accruing under this agreement iﬁcluding a gettlement of the
royalty, overfi&ing royalty or payment out of ptodﬁctiqn obligations of the
respective working interest owners, fach such tract of unitized lands shall
have allocated to it such percentage of said production as contained in
the parficipating area proposals stmitted'to and accepted bf the Director

-as prescribed in the unit operating agréement;‘ |

It is hereby agreed that production of unitized substances from a
participating area shall ﬂe allocated as provided herein regardless of
whether any wells are drilled on an; parti;ular part or tract of sald
participating srea. If any gas produced from one participatiﬁg area-is
used for repressuring or recycling purposes in another participating area,
the first gas withdrawn from such last mentioned participating area for
sale during the life of this agreement shall be considered to be the gas
s0 transferred until an amount equai to that trénsferred shall be so produced
for sale and such gas shall be alloéated to the participaring area from
which initially produced as constituted at the time of such final production.

13. DEVELOPMENT OR OPERATION OF NON-PARTICTPATING LAND OR FORMATIONS..

Any party or parties hereto owning or controlling the working interests in

any unitized land having thereon a feguiar well location may, with the
Ty sl .5 e e = AR
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approval of the‘Ditector, and subject to thelnonconflicting provisions of

the unit operating agreement, at such party s or parties sole risk, cost,
and expense, drill a well at such 1oc4tion on such land to test any formation
for which a participating area has not been established or to test any
" formation for which a participating afaa haé been established if such
location is not within said participating ares, unless within 90 days of
receipt of notice from said party of his intention to drill the well the
Unit Operator elects and commences to;drillrsuch a well in like manner as
otﬁer wélls are drilled by the Dnit Dﬁeraﬁor under tﬁis agreeﬁenf.

If any well drilled as aforesaid by a working interest owner results
in procudtion such that the land upon: which it is situated may properly he °
included in a participatingrarea, such participating area shall be established
or enlarged as érovided in this agreement and the well shall thereafter be
operated by the Unit Operator in accordance with the terms of this apreement
and the unit operating agreement.

If any well drilled as aforesaid‘by a working interest owner obtains
produﬁtion in quantities insﬁfficientito justiff the inclusion in a
participating area Sf the land upon which such well is situated, such well
wmay be operated and produced by the party drilling tbe same subject to the
conservation requirements of this agqeeﬁeut. The rnyaltiés in.amount ;t
‘value of produciion from any such well shall be paid as specified in the
underlying lease ?nd agrgéments affgétgd. P

‘14.__ROYALTY SETTLEMENT. The State of Alaska and all royalty owners _
who, under existing contract, are entitled to také in kind a share of the
substances now unitized hereunder prqduced from any tract; shall hereafter
be entitled to the right to take in kind their share of the unitized
suhstances allocated to such tract, and Unit Opetatox, or in case of the
operation of a well by a working interest owner as herein in special cases
provided fb;, such working interest ownef; shall make deliveries of such
royalty share taken in kind in conformity with the applicable contracts,
laws and regulations. Settlement for royalty interest not taken in kind
shall be made by working interest owners responsible therefor under existing
contracts, laws and regulations on °F before the last day of each month
for unitized substances produced during the preceding calendar month;
provided, however, that nothing herein contained shall operate to relieve '

the lessees of any land from their respective lease obligations fbr the

|A 0 1354941 \
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payment of any roy‘ies due under their leases, .

It gaé obtained from lands not subject to this agreement is introduced
into any ‘participating area hereunder, for use in repressuring, stimulation
of Production. or increasing ultimate [recovery, which shall be in conformity
with a plan first approved by the Director, a like amount of gas, after
settlement as hereig provided for any gas transferred from any other
participating area and with due allowance for loss or depletion from any
cause, may be withdrawn from the formation 1nto which the gas was introduced,
royalty free as to dry gas, but not ;a to the products extracted therefrom;
provided that such withdrawal shall be at such time as may be provided
in the plen of operations or as may otherwise be consented to by Director
as conforming to good petroleum engineering practice; and provided further
that such right of withdrawal shall terminate on the termination of this
unit agreement. Poyalty due on account of the State of Alaska shall be computed

and paid to all unitized substances on the basis of the amounts allocated to such
lands, and in accordance with appropriate statutes and regulations,

The State’s royalty share due on leases ADL-47432, ADL-47433, ADL-47434,
ADL~47437, ADL-47438, and ADL-47439 s&all be one-fifth (20%). Royalty
due on all other state leases subject to this agreement shall be paid at
the rates specified in the respective leases.

35. .RENTAL SETTLEMENT. Rental or minimum royalties due on leases
committed hersto shall be paid by working interest owners responsible
thETGLCI under existing contracts, laWS, and regulations, provided that
nothing harein contained shall operate to relieve the lessees of any 1and
from their respective lease obligations for the payment of any rental
or minimup royalty in liev thereof due under their leases,

BRentals or minimum royalty on Leases ADL-47432, ADL-47433, ADL-47434,
ADL~47437, ADL-47438, and ADL-47439 shall be paid at the rate
of $3.00 per acre. Rentals or minimﬁm royalty on all other state leases
subject to this agreement shall be péid at the rates specified in the
respective leases and in accordance with appropriate statutes and regulations.

With respect to any lease on nop-state land containing provisions
which would terminate such lease unless drilling operations were within the
time therein specified commenced upon the land covered thereby or rentals

- paid for thé privilege of deferring such drilling operations, the rentals
required thereby shall, notwithstand;ng any other provisions of this _
agreement, be ﬁeemed to accrue and bgcome payable during the term thereof
as extended by this agreement and thereafter until the required dtilliﬁg

:operafions Qre commenced upon the 1aﬁd covered thereby 6: some pori;oﬁ of

: such land is included within a partiLipating area, .. ---"77 ""”r_“_‘—\
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16. CONSERVATION. Operations hereunder and productien Af unitized
sﬁbstances shall be condugted to provide for the.most economical and
efficient recovery of said substances without waste, as defined by or
pPursuant to state 1aw-or regulations,

17. DRAINAGE. The Unit OperatoF shall take appropriate and‘adequate
measures to prevent drainage of unitifed substances from unitized land by
wells on land not subject to this agreement, or, with prior consent of the
Director, pursuant to applicable regulatiﬁns; pay & fair and ressonable
compensatory royalty as detexmined by andiapproved by the Director for
state 1an4 leases., j . .

18. LEASES AND CONTRACTS CONFQR&ED AND EXTENDED. The ﬁerms,
conditions and provisions of all leases, subleases and other contracts
relating to exploration, drilling, development or operation for oil or
gas on lands com@i:ted to this agreeqent are hereﬁy expressly modified

H ‘
and amended to the extent npecessary to make the same conform to the

provisions hereof, but otherwiée to ;emain in full force and effect;-
and. the parties hereto hereby consent that the Director as to stéte
leaseslshall and, by his approval hereof or by the approal heréof by
his duly authorized representative, does hereby establish, alter, change
or revoke the drilling, producing, rental winimum royalty-and royalty
requirements of state 1eases committed hereto and the regulaticns in
réspect thereto and canform safid requirements to the provisions of this
agreement and, without limiting the generality of the foregoing, all
leases, subleases, and contracts are particularly modified in accordance
with the following:

'(a)_‘Thé development and operation of iaﬁds auhject to ihis agreement
under the terms hereof shall be deemgd full performance of all obligations
for development and operation with réspect to each and every part or
separately owned tract subject to this agreement, regardless of whether
there is any development of any parﬁicular part or tracf of the unit area,
nntﬁithstanding anything to the contrary in any lease, operating agreement
or other contract by and between the parties-hereto, or their respective
predecessors in interest, or any oflihem. |

(b) Drilling and producing opérations performed heréqnder upon any
tract of uy%tized Jands will be acc%pted and deemed to be performed upon

and for the benefit of each and every tract of unitized 1ahd, and no lease

\ — mmRmt 5
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shall be deemed to expire by reason of failure to drill or produce wells
‘situated on the land therein embtace&{ '

(c) Suspension of drilling or ﬂroducing operations on all unitized
lands pursuant to direction or conse&t of the Commissioner or his duly
authorized representative, shall be deemed to comstitute such suspension
bursuant to such direction or comsent as to each and-eve¥y tract of
unitized land. 7

{d) Each lease, sublease or contract relating to. the expioration,
drilling, development or operation f%r oil or gas of lands, committed to
this agreement, which by its terms might expire prior to the terminationm .
of this agreement, is hereby extended beyond any such_tefm 80 provided‘thergin
so that it shall bé ﬁontinued in ful% force énd effect for and during the
term of this agreement.

" (e) Any lease embracing land of the State of Alaska having only a
POr;ion of its lands committed hereté, shall be segregated as to Fherportion
committed and the porticn not commitéed, and the provisions of such lease
shall apply separately to such segregated portions commencing as of the
effective date hereof; provided, however, notwithstanding any of the
provisions of this agreement to the contrary, an& lease embracing lands
of the State of Alaska having only a.portion of its lands committed hereto

_ shall ;bnpinue in full foree and effgct‘bgyond_thg term providgd therein
as to ali lands embréced in Buch'iease if cii ;f géé is:ﬂiscovered and

is capable of being produced in éaying quantities from some part of the

land embraced in such lease at the éime of appréval of the unit agreeﬁent

by the State of Alaska or if at the time of approval of the unit agreement

~ by the state the leesee or the Unit bperator is then engaged in bona fide
drilling or reworking operations on goke part of the iands embracéd in such
lease, the same as to all lands embr}ced therein shall remain in full force
and effect so long as =zuch operation; are being diligently prosecuted, and
if ‘they result in the production of oll or gas in paying quantities, said
lease shall continue in full force gnd effect as to all.of the lands embraced
therein so long thereafter as oil or gas in paying quantities is being
produced from any portion of said leases, provided, however, that any.suéh
lease as to the nonunitized portion shall continue in force and effect

fof the term thereof, but for not less than two years from the date of such

segregation and so long thereafter as oil or gas is produced in paying

gquantities. i ] “ [ AGO 1354944
| | e
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Any state lease having production in paying quantities, as defined
in this agfeement, on said leaaerpriér to.cammitment to this agreement
shall not be segregated. The nonunilizedlportion shall not participate in
the unit area bu£ shall be extended by virtue of the production on the

unitized portion and so long as it produces in paying quantities. WNothing

. herein shall operate to excuse further development on the portion Iying

outside the unit area where the circumstances would require é'reagonably
prudent lessee to further developmen£.

(f) Where some portion of a le;se is included withiﬂ the final
participating area as provided in Paragraph 2 (e) of this agreement, the
following shall apply as to the area of the lease lands not so included:
That area of lease lands mot so included im the fihql participating
area shall be eliminated as in Paragtaph 2 (e) of this agreément and shall
terminate after the expiration of 90;days unless annual ?entals-at the
rate specified in the original lease!shall have beeﬁ-paid within the. said
90 days. The entire lease shall continue in force and effect so long
thereafter as prodcution 1s allocated to a portion of saidrleaseland 5&

long as annual rentals are paid on the portion not within the participating

- area. The first rental payment is due and payable on the first day after
i

the expiraticn of the above mentioneh 90-day period with allowance for

proration of rentals, Thereafter, annual rentals are due and payable on

" the anniversary date of the lease.-

(g) All oper#tions on leases subject to this agreement shall be

conducted in sccordance with the following stipulations:

Stipulation No, 1

In the évent any ai:eL structure, or object of historic or
archeological significance should be discovered during the st
conduct of any operations in tﬂe unit area, the lessee ghall
report immediately such findings to the Director, Division -
of Miperals and Energy Management, and make every reasonable
effort to preserve and protect such site, sttuctuée, or object
from damage until the Dir;ctcr has given directions a&s to its
pfeservation. ' ! |

Upon abandonment of ghe drilling platform or related facilities,
such‘facilities will be removed to the extent that they no 1ongef

intrude on the historical or cultural site or could otherwise

advergely affect an archeﬁlogical or historical site.

oy " ; (150 1354 %5 }
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Stipulation No. 2

The lessee shall incluge in any ex;loration aﬁdlor development
Plans a proposed training pﬁogram for all personnel involved
in exploration or developmegt activities (including personnel
of the‘leasee's contractors and subcontractors) for review and
approval by the Director, The program shall be designed to
inform each person working on the project of specific types of
environmental, social, and cultural concerns which relate to
. the individual’'s job. The étagram shall be formulated and
inplemented by qualified instructors e;périenced'in each pertineﬁt.
field of study and shall employ effective methods to insure that .
personnel understand and use techniques necessary to preserve
archeological, geological, and biological resources. The
program shall also be designed to increase the sensitivity and
understanding of personnel Lo community values, cqstcms{ and
j lifestyles in areas in‘whicF such personmnel will be operating.
The lessee shall also submit for review and apprqval a continuing
technical environmental briefing program for supervisory and

managerial personnel of the' lessee and its apents, contractors,

and subcontractors. )
1

. Stipulation No. 3
I biological popula-i-:iion or hﬁbitats \;i.'xi;:h may réqu‘ire protectiun*i =
are jdentified by the Director in the unit area, the Difector .
will require the lessee to‘conduct environmental surveys; as
approved by the Director, to determine the extent and composition
of bilological populations ar habitats, and the effects of proposed
or existing operations on éhe populations or habitats which require
protective measures. The Director shall provide w;itten notice
- to the lessee of his decision to require such surveys. The_
. nature.and extent of any surveys will be detefmined by the
Director on a case-by-case basisi
Based on any sufveys which the Director may require éf the
lessee, or other information available to the Director on special

"biological rescurces, the Director may require the lessee to:
’ i

(1) locate the site of such operations so as not to adversely

F

" affect the reésource idenﬁified; {2) establish to the satisfaction

- TAGO 135496 J
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.0f the Director, on the basis of a sitefépecific survey, either
that such oyeraﬁicn will not have a significant adverse effect
upon the resource identified or that a special biological
resource does not exist; (3) operate during those periods of
time that do not adversely affect the biological resources as
established by-the Director; and (4) modify operations in such
a way as not to affect advetgely the significant biological
populations or habitats des;rving protection. .

'The lessee agrees that, if any area of biological significance
should be discovered during the conduct of any operations on _;
the leased area, he shall immediately report such findings to
the Director, and make ever} reasonable effo;t to preserve aﬁd
protect the biological resource from damage until the Director
has given the lessee directﬁons wvith respect to its protectibn.

The lessee shall submit all date obtainéd in the course of
such surveys to ‘the Director, with the locational information for
drillinngr other activity. The lessee may take no action that
might result in any. adverse effect on thé biological populations or
habitats surveyed, until tdé Director provides Written'directions
to the lessee, with regard to permissible actioms.

Stipulation No. 4 |

For all onshore‘off—lease‘areas under State jurisdiction, the
following is required ﬁy State or Federal laws and regulations: ‘

Prior to the ccngtruction or placement of anf onshore
structure, road, or fécility resulting from exploration,
development, and/or production activities, an inventory
shall be conducted of‘archeoiogical or historical sites
within the area affected by a proposed activity.

Such inventory shall consider literature provideq by
the North Slope Borou%h and local residents; documentation
of oral history regaraing historie and prehistoric uses of ——
such sites, evidence #onsulration with the Alaska Herirage E;
' Resources Survey and the Hational‘kegister of Historic =~ EE.
?laces, and site gurveys; The inventory shall also include 'F %
a detalled analysis gf the potential effects estimated to
résult from the proposed activity. The inventory shall '
be submitted to the ﬁirector. Division of Minerals and N
-Energy Méﬁagement, for distribution tc'the Division nfrParké,

-18-
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and the North Slope Borough for purposés of review and
‘comment, The Direcqoﬁ §£ the Divisien of Parks and. the
North Slepe Borough m;y request that the Director require
salvage of archeological and historical sites or relocation
of proposed facilities.

In the event thaﬁ an archeological'o; historiﬁal site
or area is adversely gffected by an activity, docgmantatiun
of such effects shall, after consultation with the Director
of the Division of Parks and the Nerth Slope B;rouéh. direct
the operator as to what-course of action will be nécessary

to mitigate the adverse effecf.

Stipulation No. 5

The follaﬁing terms mist be met béfore approval of a Plan
of Operations for the unit., All lease activities and structures
shall be scheduled and/or designed to allow free movement and
safe passage to fish and mammals.

Continuous f£111 canse?ays are prohibited. Non-continuous

fill causeways may be perm#tted when deménstrateq to the
satisfaction of the DirectLr, Division of Minerals and Energy
Management, that the cause&ay is necessary for the developﬁent
of the field and no other feasible and prudent alternative
éxists. . . A

Winter removal of frésh water or snow cover from rivers
and natural lakes which sﬁppott overwintering fish is prohibited
by State laws, regulationé, and policies. Therefore, the
legsee is responsible for ensuring that an adeguate supply of
water is available for wiﬁter use through development of such
means as etorage reservoirs and snow melting.

Surface use will be controlled, as necessary, to prevent

| 2
unreasonable conflicts wiéh local subsistence héfvests.

The State requires aleDO—foot buffer zone to separate
fresh water supplies or fish-producing streams, lakes, and
marine areas from adjacent onshore sewage ponds or oil étorage
facilities. In cases where it can be demonstrated that a
1500-foot buffer is mot pyysically feasible or prudent, or
' th;t no aifernﬁtive sites;are availa#le, exceptions_may‘be !

| ;
granted by the appropriate State official. In all cases, the .

. ’ : ,._J;;_m;ﬂmrnﬂ\_ :
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maximum poseible separation.is to be required, but will not be

greater than 1500 feet.

Borrow extraction from|lagoons and nearshore areas is

prohibited by the State unless substantial evidence 15 provided
indiceting that borrow excavation im these areas will not
adversely affect the environment, particularly the maintenance
of the lagoon/barrier island complex, and that no alternative
sources exist, ;

(h) Royalties. Unless otherwise Lrovided in Parngtafh 14 of this Agree-
went, all leases subject to this Agreement are hereby modified to contain the
following specific provisions concerning royalty:

1. 0On Production. Except for oil, gas and associated
substances used on the leased area for development and
production or unavoidqbly lost, Lessee shall pay to the State
as royalty the following:

a., On oil, 12% percent in amount or value of the
o1l produced and removed or sold from the leased area.

b. On gas, 12% percent in amount or value of the
gas produced and'remaved or sold from the leased area.

c. On assoéiated substances, 12% percent in amount
or value of the associated substances produced and
removed o} scld from the leased area, '

2. In Value. Unless the State elects to recedive all

or a protion of ite royalty in kind as provided im part 3 below,
Lessee shall pay to the State the value, as determined under
paragraph 4 and 5 below, of all royalty oil, gas and

associated substsnces; Royalty paid in value shall be free and
clear of all lease expenses (and any portion of such expeﬁses
which is incurred away from the leased area), including but

not limited to expenses for separation, cleaning, dehydration,
gathering, salt wateridisposal, and preparing the oil, gas

or associated substances for transportation off the leased
area. All royalty th&t may become payable in money to the
State shall be paid on or before the last day of the calendar
month following the month in which the oii or gas is produced,
BRoyalty payments shall be accompanied by copies of run '

tickets or such nthe% information rela;iné to valvation of
4B, [ AGG 1354949 )
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royalty as the State may require, which may. include but is
not limited to evidenée of sales, shipments, and amounts of
gross oil, gas and as?ocia;ed sub;tsnces production.

3. Royalty gg_giﬂg.

" a,  At the State's optiﬁn, whicb may be exercised
from time to time upon not less tham six (6) month's notice
to Lessee, Lessee shall deliver all or a portion of the

" State's royalty oil, gas or associated Su..bstances produced
from the leased ;tea in kina.- Delivery shall be on the
leased area or at a place mutually‘agreed-to by thg Statg
and Lessee, and shall be to the State or to any individual,
firm or corporation designated by the Staféi belivery of l
such royalty in kind shall continue from the period
specified in the notice to Lessee.

b. Royalty oil or gas delivefed in kind shall be
delivered in goﬁd and merchantable conditicn and be of
pipeline quality. Royalty delivered in kind shall i
free and clear of allllease exﬁenses {and any portion
of such expenses which is incurred away from the leased
area), including but not limited to expenses for separation,
tleaning, dehydga;ion; gathering, salt;watér diaposal,Aapd
‘preparing the ofl, gas or associated subatances>for": :
transportation off the leased area. 7

c. After having given notice of its intention to
Vtake its royalty oll, gas or associated gubstances in kind,
‘the State, at its option and ufon six (6) month's notice
to Lessee, may élect to receive a different portion or -
none of its royalty in kind.

d. Lessee ghall furnish storage for ;9jalty oil
and natural gas liquids produced from the leased or unit
area to the same extent that Lessee provides storage for
Lessee's share of oil and natural gas liquids. Lessee
shall not be lithe for the loss or destruction of stored
royalty oil and:natpral gas liquids from causes beyond

lessee's reasonable control.

4, 'Aggortioﬁment of Rovalty From Approved Unit.
The Landow#ers' royalty share of the unit prodﬁction.
i .

- allocated to each separately owned tract shall'bg regardeq
R 7 _221_ L . .
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88 royalty to be distributed to and among, or the proteeds

of it paid to, the 1an&owners, free and cléar of all

unit expense'and:free from any lien on it. Under tﬁis

provision, the S%ate's royélty share of any unii production

allocated toAtheéleaaed area shall be'regardeq as royalty

to be distributed to, or the proceeds of it paid to, tﬁe

State, free'and élear of all unit expenses (and any portion

of such expenses which is incurred away from the unit

area), including but not limited to expenses for separa-

tion, cleaning, dehydration, gathering, salt wa£Et disposal
.

and preparing the oil, gas or 6ther assoclated substances

for transportation off the unit area, and free of any

lien for it.

5. Production Records.

a. Lessee shall keep and have inrits posision,
books and record# showing the development and production
{including recorés of development and production expenses)
and disposition of all oil, gas and associated substances
produced from the leséed area. Lessee shall permit the
State or its agents to e#amine such books and records
at all reasonable times. Such books and records of
'deQéiopmeﬁt and ;roduétionrmést employ methods and tech-
nigues that will ensure the most accurate figures
reasonably available without requiring Lessee to provide A
separate tankage and/or meters for each well,

- b. Lessee shall use standard and consistent
accounting procedures which are common to the industry.
|
6. Price or Value.

For purpose% of computing royalties due under this
lease, the value of royalty oil, gas or associated
substances shall not be less than the highest of:

a. The field price actually received by Lessee for
such oil, gas or associated substance. -

b. Lessee's posted pricé in the field for such oil,

-gas or associated substances, if any.

| AGD 1354951 1
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¢. The voldhe weighted avefage field price actuglly .

received by other, producers in the same field or area

for 0il of like grade and gravity, gas of like kind and

quality or associated substances of like kind and qulaity
at the time such oil, gas or associated substances are
removed from the;ieased or unit area oTr such gas is
delivered to an ;xttattion plant if such a plant is

located on the léased or unit area.

d. The volume welghted average posted price in

" the field of other producers in the same field or area

for oil of like érade and gravity, gas of like kind and .
quality or associated substances of like kind and quality
at the time suchioil,'gas or associated substances are
removed from the leased or unit area or such gas is
delivered to an extraction plant if such a plant is
located on the leased or unit area,

e, If 611, gas or assoclated substances are snid
away from the le?sed or unit area, the ﬁerm."field price"
shall be the actual price for such oil, éas or #sscciated
substances received by Lesgee from the purchaser thereof
less the actual cost of transpofta;ion away from the
leased or unit a%ea to the point of delivery.

7. Minimum Value Determinations. The State may

determine which of the methods contained in paragraph
i
6 above shall be;used to establish the value of
royalty oil and Eaa, and associated sﬁbstances; for
purposes of comﬁuting royalties payable under this
lease. Each suéh determination shall be made only
after Lessee haﬁ been given notiée and a reasonable
opportunity to qe heard.

8. Reduction of Royalty. After two years' initial

production from the field in which the leased area is
located has occurred, the State may reduce Lessee’s
obligations to pay royélt&_on all of the leased area

or on any tract‘or‘ﬁortion thereof segregated for royalty '

purpoées upon (1) request by Lessee and (2) a clear
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showing by Lessee that the revenue from ali 911, gas

and assoclated suystdnces produced from the field is

insufficient to producé a reasonable rate of return

with respect to Lessee's total investment in the field.

9. Payments. All péyments to the State under this lease

shall be made pay?ble to the State i; the manner directed
- by the State to a?y depository designated by the State

with at- least (603 days’ nofice to Lessee,

19.‘ COVENANTS RUN WITH LAND. The éovenan:s herein shalltbe const?ued
to be covenants running with the land with respect to the interest of the -
pParties hereto and their sﬁccessors in interést ;ntil thie agreement terminates,
and any grant, transfer or conveyancé of interest in land of leases subject -
hereto shall be and hereby 1s conditfoned upon the assumption of all pri#ileges
and obligations hereuﬁder by the grantee, transferee cor other successor in
interest, ﬁo assignment or transfer of any working interest, royalty or
other interest subject hereto shall ﬁe binding upon Unit 6peratcr until
the first day of the calendar month afrer Unit Operator is furnished with
the original, photostatic or cettifiéd copy of the instrument of transfer,

20. EFFECTIVE DATE AND TERM. ihis agreement shall become effective
upon approval by the Commissioner orihia duly authorized”representative as
of the date of approval by the Commissioner and shall terminate thtee (3)
years from said effective date-unleész .

- (a) Such date of expiration is extended by the Commissioner, or
{b) It is reasonably determined prior to the expiratién of the fixed

term or any extensjon thereof that tpe unitized land is incapable of production

of unitized substances in paying quagtities in the formations tested hereunder

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

given by the Unit Operator to all parties in interest at their last known
_addresses, the agreement is terminated with the approval of the‘Commissionet.

or %
(c) A valuable discovery of u&itized substances has been made or
" accepted on unitized land during said inifial term or any extension thereof,
in which event the agreement shall remain in effect for such term and so
long as unitized substances can be produced in quantities sufficient t6 pay
. for the cost of producing same from:wells on unitized land within any- -~

participating area established here@nder and, should production cease, so

! T 5 \
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long thereafter as diligent ope}ationg are in progress for the restoration
of production or discovery of new pro?uction and so long thereafter as the
unitized substances so discovered can‘be'préduced a§ aforesaid, or .

(d) It is terminated as heretofore provided in this agreement, This
apreement may be terminated at any time by.noﬁ less than 75 per centum, on
&n acreage basis, of the owners of WDFking interests signatory hereto, with
the approval of the Commissioner;,noﬁicg‘of any such apprﬁval to be given
by the Unit Operator to all parties_ﬁereto. o

. 21.‘ RAiE OF PROSPECTING, DEVELOPMENT AND PRODUCTIA&. The Direééﬁr
is hefeby vested with authority to alter or modify from time to Fime in
his discretion the quantity and rate of production under this agreement
when such quantity and rate is not fixed pursuant to séate law or does not
conform to any statewide voluntary c&nservation or alldcation program which
"is established, recognized and generally adhered to by the majority of .
operators in such state, such authority.being hereby limited to alteration
or modification in the public interest, the purpose thereof and the public
iuterest to be served thereby to be stated in the order of alteration or
modification. Without regard to the foregoing, the Director is also hereby
vested with authorlty to alter or modify from time to time at his discretion
the rate of prospecting and developm;nt and the quantity and rate of
producfion under this agreement when such alteration or modification is
iﬁ Ehé inté;ést of attaining the qonsefyation cbjectives stated in fhis
agreement and is not in violation o£ any applicable state laﬁ.

Powers in this section vested in the Director shall only be exercised
after notice to Unit Operator and opporfunity for hearing te be held not
less than fifteen (15) days from notice.

22. APPEARANCES. Unit Operator shall, after notice to other parties
affected, have the right to appear for and on behalf of any and all interests
affected hereby before the Commissioner of the Department of Natural Resources
of the State of Alaska and to appeal!irom orders issued under the regulations
of said department, or to apply for relief from any said regulations or
in any proceedings relative to operations before the Commissioner or any
other legally constituted authotitj; provided, however, that any other
interested party shall also have the right at his own expense to be heard
in any such proceeding.

-. 23, NOTICES. All notices, de@ands or statements required heregnder
' to‘ﬁe given or renﬁered to the parties herefo shall be deemed f@lly given

- if given in writing and personally delivered to the party or sent by postpaid

" il
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registered mail or certified mail, addressed to such party or parties at
their respective addresses set forth in connection with the signatufes A
hereto or the ratification or consent!hereof or to such other gddresses as
any such party may have furnished in ;ritiﬁg to the party sending the notice,
demand or statement,

26. NO WAIVER OF CERTAIN RIGHTS. Nothing in this agreement contained
shall be construed as a waiver by any party hereto of the right to assert
any legal or constitutional right or defemse as to the validitf or invalidity
of any law of the state or of the Unfted States, of regulations issued
thereunder in any way affecting such‘party, or as a waiver ﬁy any such
party or any right beyond his or its :authority to waive,

' 25, UNAVOIDABLE DEL&Y. All ob#igations under this agreement requiring
the Unit Operator to commence or conéinue drilliﬁg or to operate on or
produce unitized substances frcm'any?of the lands covered by this agreement
shall be suspended whiie, but only sé long as, the Unit Operator desﬁite
the exercise of due care and diligenée is prevented from complying with

_such obligations, in whole or in part, by strikes, acts of God, Federal,
State or Municipal law or apencies, unavoidable accidents, uncontrollable
delays in tracsportation, imability to obtain necessary materials in open
market, or other matters beyond the %éasonable control of the Unit_bperator

. whether'simila? to matters herein enumerated or not. _

26. NONDISCRIMINATION. In comhection with the performance of work
under this agreement, the operator aérees to comply with 211 of the
provisions of Section 202 (1) through (7) inclusive, of Exeéutive Order
11246 (30, F.R. 12319), which are hereby incorporated by reference into
this agreemént.

27. LOSS OF TITLE. In the eveht title to any tract of unitized land
shall fail and the true owner cannotfbe induced to jo}n in this unit
agreement, such tract shall se automatically regarded as not committed #ereto
and there shall be such readjustment of future costs and benefits as may
be required on account of the loss of such title. In the event of a
dispute as to title as to any royaléy. working interest or other iﬁterests
subject thereto, payment or deliver£ on account thereof may be withhold
without liability for interest until the dispute is finallf settled; provided
~ that, as to.state land or leases, n§ payments of funds due the State of :

Alacka should be withhold, but such funds of the State of Alaska shall be

' _ ;Qto 1354955
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deposited as éirécted by the Commissioner, to be held as unearned money
peﬁding final settlement of the title dispute, and then applied as earned
or returned in accordance with such final settlement.

Unit Qperator as such is relieved from any responsibility for any defect
or faillure of any title hereunder.

28. NON~JOINDER AND SUBSEQUENT QOINDER. If the owner of any substantial
interest in a tract within the unit area fails or refuses to subscribe or
consent to this agreement, the owner of the working interest in that tract
may withdraw sﬁid tract from this agreement, by writien noﬁice to the
Director and the Unit Operator prior .to the approval of this agreement a
by the Commissioner. Any oil or gas1intereats in lands within the Qnit |
area not committed hereto prior to the submission of this agreement for
final approval may thereafter be committed hereto by the owner or owners
thereof subscribing or consenting to this agreement, and if thg-interést
is a working interest; by the owner of such interést also subscribing to
the unit operating agreement. After 'operations are commenced hereunder,
the right of subsequent joinder, as érovided in this section, by a working .
interest owner is subject to such reéuirements or approvals, if any,
pertaining te such joinder, as may be provided for in the unit operating
agreenent. After final approval hereof, joinder by a ﬁon—working interest
owner must be consented to in writing by the working interest owner committed
hereto and responsible for the payment of any benefits that may accrue
hereunder in behalf of such non—working interest; Joinder by any owner
of a non-working interest, at anyrtipe, must be accompanied by appropriate
joinderlby the owner of the correSpohding working interest In order for
the intérest to be regarded as committed hefeéo. .Joinder tﬁ the unit
agreement by a working interest owner, at any time, must be accompanied
by appropriate joinder to the unit o}erating agreement, if more than one
committed working interst owner is iﬁvolved, in prder for the interest to
be regarded as committed to this uﬁgt agreement, Except as may otherwise
herein be provided, subsequent joinéers to this agreement shall be effective
as of the first day of the month fo}lowing the filing with the Director of
duly executed counterparts of all oé any papers necessary to establish

. effective ccﬁmitment of any tract té this asgreement unless objection to
- such joinder is duly made within sixty (60) days by the Director.
29. CDUNTERPARTS. This agreement may be executed in any number of

counterparts, no one of which needs to be exacuted by all parties, or

:_ may be ratified or consented to by separate instrument 1n uriting specifically :
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referring'hereto and shall be bindin%‘upan all those parties who have
executed such a counterpart, ratificJﬁion or consent hereto with the same
force and effect as if all such parties had signed the same document and
regardless of whether or not it is executed by all other parties owning
of claiming an interest in the lands within the above described unit area,
30. ALASKA RESIDENT HIRE. All%State of Alaska leases committed to
sald agreement are hereby altered to'require that the lessee and unit
operator shall comply-ﬁith_all valid and applicable laws and regulations
with regard to hire of Alagka Tesidents. Qualified Alaska residents shall
be hired as required in AS 38,40; lessee ahalllnot descriminate against -
Alaska residents, as prohibited by A$ 38,40 and other applicable laws |
and regulations of the State of Alaséa.

. CONOCO INC.

_Attest

Ax¥orney-in-Fact
Unit Operator

: : fﬁﬁo 1354957
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STATE OF TEXAS I
COUNTY OF HARRIS |

Before me, the undersigned authority, on this day persomally appeared J. R.
SANDERS, known to me to be the person whose name ig subscribed to the foregoing

instrument as Attorney-in-Fact of CONOCO INC. and acknowledged to me that he
executed the same for the purposes and consideration therein expressed and in the

capacity therein stated. ‘
: th)
Given under my hand and seal of office this 20 day of / 1980,

Public in and- £6r Harris
County, Texas. :

VRGINIA &, AwooD
Netary Public in and for Harris County, Toxas:
My Commission Expires June 20, 1981

f . 5 ) P et i
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State Lands

Tract

1

Description of Land

T13N, RIIE, UM
Block 33§72

{Secs. 7, 8)

T13N, RIOE, UM
Block 1: 41l

(Secs. 1, 2, 11, 12)

T13N, RIOE, O
Block 2: AllL

(Secs. 3, &4, 9, 10)

Exhibic "B"

Schedule Showing the Percentage and Kind of Ownership

011 and Gas Interests

MILNE POINT UNIT
State of Alaska

Serial No. Bagic Royalty and OQvarriding
Number and Expiration, Ownership Percentage Royalty and
Of Acres Date of Lease Lessee of Record Percentage
1268 ADL-47432 State of Alaska-aAll Amerada Hone
9-30-79 202 Getty
LL&E
Placid
N. B. Hunt
Hunt Industries,
Inc.
Caroline Hunt
Trust Estate
.- William Herbert
Hunt Trust Estate -
Lamar Hunt Trust
Estate
2560 ADL-47433 State of Alaska-all Conoco None
9-30-79 Sun
Cities
4 Champlin
Ashland
Hamilton Bros. W.
Slope Venture I
Hamilton Bros. N.
Slope Venture IIX
Reading & Bates
2560 ADL-47434 State of Alaska~All Union Kone
9=30-79 20% Amoco

1of3

Working Interest
and
Owmership Percentage

Amerada 37.333%
Getty 6.000%
LLSE 17.667%
Placid 12,1672
N, B. Hunt 8.483%
Hunt Industries,

Inc. 5.130%
Caroline Hunt

Trust Estate &.400%
William Herbert

Hunt Trust-Estate- 4.400%
Lamar Humt Trust

Estate §.400%
Conoco 23,3331
Sun 23.333%
Citiea 23.334%
Champlin 15.000%
Ashland 5.000%
Hamilton Broa M.

Slope Ventura I 5.000%
Bamilton Bros M.

Slope Venture III 4.000%
Reading & Bates 1.000%
Union 50.000%
Amoco 50,0002

AGD 1354960
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Exhibic "B%

Schedule Showing the Percentage and Kind of Ownership

01l and Gas Interests

MILNE POINT UNIT
State of Alaska

State Landa Sertal No. Basic Royalty and Overriding
Number and Expiration Ownership Percentage Royalty and
Tract Description of Land Of Acres Date of Lease Lessee of Record Percentage
4 TL3N, RIOE, UM 1280 ADL-25516 State of Alaska~All Chevron Hone
Block 5: E/2 Conditional 12.52
., (Secs. 13, 22) Lease
3 Ti3N, RIOE, UM 2560 ADL-47437 Stace of Alaska A1l Conoeo None
" Block 6: ALl 9-30-79 20% Sun
Seea. 13, 14, 23, 24) Cities
Champlin
Hamilton Bros. N.
& s B — o = Slope Venturs I
Hamilton Bros, N, i
Slope Venture IIL
Reading & Bates
6 T13N, RILE, UM 2544 ADL-47438 Scate of Alaska-All Conoco None
Block 41 All 9-30-79 20z Sun
{Secs. 17, 18, 19, 20) Cities
Champlin

i
i

Z296%CET DIV .

20f3

Hamilton Bros. N.
Slope Venture I
Hamilton Bros. N.
Slope Venture III
Reading & Bates

Working Interest

and
Ounership Percentage
Chevron 100z
Conoco 25,0002
Sun 25,0002
Cities 25.000%
Champlin 15.000%
Hanilton Bros. N.
_Slope Venture I 5.0002
Hsmilton Bros, ¥, ~~ —
Slope Venture IIL 4.000%
Beading & Batea 1.000%
Conoco 21.667%
Sun 21.667%
Cities 21.666%
Champlin 15,0002
Hamilton Broa. N.

Slope Venture I 10,0002
Hamilton Bros. W.

.Slope Venture III 8.000%
Reading & Bates 2.000%



State Lands

Exhibic "B"

Schedule Showing the Percentage and Kind of Ownership

Serial No.

011 and Gas Interesis

MILNE POINT UNIT
State of Alaska

Baslc Royalty and

and Expiration Ownership Percentage

Overriding
Royalty and
Percentage

Lessee of Record

Tract Description of
R Ti3N, RIIE, UM

Block 5: W/2
(Secs. 16, 21)

] T13N, RIIE, UM
Black 9: All
(Secs. 29, 30,

9 T13N, RLOE, UM

Block 7: K/2,
(Secs. 25, 26,

®

Total:

Amerada
Amoco
Arco
Ashland
Champlin
Chevron
Cities

Note:

*The Socal Kavearak Point 32-25 Well ia owned 1/3vd Chevron,

Number
Land Of Acres Date of Lease
1280 ADL-47439
9-30-79
2355 ADL-28231
Conditional
3L, 32) Lease
1920 ADL-25518
SE/4 HEP
36)

9 tracts totaling 18,527

Amerada Hess Corporation
Amoco Production Company
Arlantic Richfield Company
Ashland 011, Inc.
Champlin Petroleum Company
Chevron U.§.A., Inc.
Cities Service 01l Company

State of Alagka-All
20%

State of Alaska-all
12.5%

State of Alaska-All
12.52

Conoco
Exxon
Getry
LL&E

Reading & Bates

Placid
Sun
Union

3cf3

k“: 1/3rd Mob1l, 1/3 Phillips until payour and at that time will
be owmed by Chevron 100%.

Amerada Mone
Cetty

LLEE

Placid

N. B. .Hunt

Hunt Ipdustries

Caroline Hunt
Trust Estate
William Herbert
Hunt Trust Estate
Lamar Bunt Trust
Estate

Exxon
Arco

Chevren None

Conoco Inc.
Exxon Corporation
Getry 0411 Company

Working Interest

and

Ownership Percentage

Amarada
Getty

LLSE

Placid

K. B. Hunt

Hunt Industries
Carcline Hunt
Trust Estate

William Herbert
Hunt Trust Estate
Lamar Hunt Truet
Eatate

Exxon
Arco

Chevron

The Louisiana Land & Exploration Company

Placid 041 Company

Sun 01l Company (Delaware)

Reading & Bates Petroleum Co.

Union 0il Company of California

25.000%
30.6252
16,563%
8.906%
5.703%
3.8282

3.1 2?!
3.125%
3_. 1252
50,0003
50.000%

100. 0007
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