RESOLUTION NO. 2003-1

WHEREAS, the Town of Annetta North, Texas, is a general law city operating pursuant to the
laws of the State of Texas, by and through the action of its duly elected council members; and

WHEREAS, the Town wishes to adopt certain insurance requirements for those wishing to
produce and transport oil and gas in the Town limits.

THEREFORE, BE IT RESOLVED BY THE BOARD OF ALDERMEN OF THE TOWN OF ANNETTA
NORTH, TEXAS, THAT:

The Board of Aldermen adopt Exhibit “A” attached hereto as the requirements to drill, produce
and/or transport oil and/or gasin the Town of Annetta North.

PASSED AND RESOLVED THIS THE 15 day of December, 2003.

MAYOR
ATTEST:

City Secretary




EXHIBIT “A”

CITY OF ANNETTA NORTH, TEXAS

INSURANCE AND INDEMNITY EXHIBIT

(THISEXHIBIT CONTAINSPROVISIONSRELATING TO INDEMNITY, RELEASE OF
LIABILITY AND ALLOCATION OF RISK, ASWELL ASINSURANCE COVERAGEYS)

At all times while operations are conducted under this Agreement with regard to subject
properties, the Operator agrees to protect, defend, indemnify, release from liability
and hold the City of Annetta North, Texas, its officers, directors, elected officials,
employees and citizens (all hereinafter called Annetta North) harmless from and
against all losses, liabilities, costs, claims, demands and causes of action of every
kind and character without regard to the cause or causes thereof or the
negligence of any party or parties. This indemnification is without limit; however, if it
is judicially determined that monetary limits should apply in certain instances, such
indemnities and the limit(s) shall automatically be amended to conform with the
maximum limit(s) permitted under law. If any portion of this agreement is declared void
and/or against public policy, such declaration shall not affect the validity of the remainder
of this agreement.

To support the above indemnification, but as a separate and distinct obligation, while
operations are conducted under this Agreement with regard to subject properties,
Operator shall maintain insurance of the types and in the amounts as follows. Unless
indicated otherwise, such insurance may carry reasonable deductibles and such
deductibles shall be on a per occurrence basis and shall be for the account of the
Operator.

Annetta North shall be named as Additional Insured on the liability and Control of Well
insurance policies. This insurance shall be primary to any insurance carried by
Annetta North, and any such insurance carried by Annetta North shall not be
called upon to participate or contribute in any manner.

All such insurance shall be carried by an insurer or insurers acceptable to Annetta North;
shall be maintained in full force and effect during the terms of this agreement; and shall
not be cancelled, altered, amended or non-renewed without 30 days prior written notice
having first been furnished Annetta North. Ten days notice shall be acceptable in the
event of non-payment of premium. Operator agrees to have its insurance carrier furnish
Annetta North certificates of insurance on forms acceptable by Annetta North evidencing
such insurance coverages as required below. The acceptance of a certificate with less
than the required amounts and coverages shall not be deemed a waiver of those
requirements.

Operator agrees to waive subrogation in favor of Annetta North on all insurance policies
carried, whether or not required by this agreement, or to have its insurance carrier(s)
waive subrogation if so required by the insurance policy.





Operator agrees that on all wells drilled under this agreement a Blowout Preventer of
standard make will be installed on each well and tested in accordance with the usual

practice.

Operator agrees to immediately report to Annetta North all incidents and/or events that
could result in claims, including pollution events.

The insurance to be carried shall include the following:

a.

Workers' Compensation insurance in full compliance with all applicable
state and federal laws and regulations. If Operator is a qualified self-
insuror or if he has rejected the Workers' Compensation Act in Texas, he
must notify Annetta North in writing.

Employers Liability with a limit of $1,000,000 per accident covering injury
or death to any employee who may bring claim outside the scope of the
Workers' Compensation statute of the state of Texas.

Commercial (or Comprehensive) General Liability insurance with a
Combined Single Limit for each and every occurrence of $1,000,000 for
Bodily Injury and Property Damage, including loss due to Explosion,
Blowout and Cratering, Sudden and Accidental Pollution, Completed
Operations, Broad Form Contractual Liability as respects any contract
into which the operator may enter under the terms of this agreement and
Underground Reservoir Damage. (Underground Reservoir Damage must
be on an occurrence basis and not have a discovery period, must cover
damage to water tables and must not have any restrictions such as are
related to seepage and pollution coverage.) If there is a general
aggregate on the policy, it shall be on a “Per Location” or “Per Project”
basis, or it shall be twice the per occurrence limit, or the Operator shall
carry an Umbrella that will “drop down” to replace an exhausted
aggregate.

Q) In the event Sudden and Accidental Pollution is not covered under
this policy, a separate Pollution Liability policy shall be carried
giving coverage for bodily injury and property damage including
clean-up costs. Such coverage may be written on a claims-made
basis, however, any retroactive date applicable must be effective
before the issuance of the Permit. Such insurance shall have a
Combined Single Limit for each and every occurrence of
$1,000,000 for Bodily Injury and Property Damage. If coverage is
not renewed under a claims made policy, the discovery period for
shall be extended for a minimum of seven years.

Commercial Automobile Liability with a Combined Single Limit for each
and every occurrence of $1,000,000 for Bodily Injury and Property
Damage. Such insurance shall cover owned, hired and non-owned
automobiles.

Operator shall carry Control of Well Insurance covering the costs of
controlling a well that is out of control, the expenses involved in Redrilling





or restoring the well and certain other related costs. The limit for this
insurance is a minimum limit of $5,000,000 per occurrence with a
maximum deductible of $100,000 per occurrence

Excess (Umbrella) Liability insurance with a limit of $10,000,000 covering
liability excess of that covered in b., c.,, ¢(1) and d. above. Such
insurance shall be on a “follow form” basis and have coverage as least as
broad as that in the underlying.

Anything in this agreement to the contrary notwithstanding, Operator does hereby
indemnify Annetta North from any loss Annetta North may suffer due to
Operator's failure to comply with all the above Insurance requirements, including
the requirements for Contractors and the obtaining of waivers of subrogation, and
due to any insurance coverage being invalidated because of Operator's failure to
comply with the terms, conditions and warranties of the insurance.

In regards to the preceding insurance coverages, the following shall apply:

a.

g.

The insurance company(s) used must be admitted or approved to do
business in the State of Texas.

The insurance company(s) used must be rated A VII or better by the A.M.
Best Key Rating Guide.

In the event any such insurance policies are cancelled or not renewed,
the Permit shall immediately cease on such date and the Operator’s right
to operate under such Permit shall remain cancelled until the Operator
files proof that such insurance is in force.

Operator shall require all contractors engaged in work under this
Agreement to maintain Workers' Compensation and Employer's Liability,
Automobile Liability and Commercial General Liability under the same
terms and conditions as set out above, including waivers of subrogation.
Underground Reservoir Damage is not required of such contractors. This
requirement of insurance for contractors shall not affect Operator’'s
indemnification of Annetta North nor lessen his obligation to maintain
insurance.

Original Certificates of Insurance evidencing all required coverages shall
be delivered to Annetta North at the prescribed address prior to
commencing any operations.

Upon request, certified copies of any or all insurance policies and/or
specific endorsements shall be furnished to Annetta North.

Any variances from the specified insurances coverages or from the
specified limits must be approved by Annetta North.





