STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF FASKEN OIL AND RANCH, LTD.

TO EXTEND THE DRILLING DEADLINE

UNDER ORDER NOS. R-21922 AND R-21922-B

LEA COUNTY, NEW MEXICO CASE NO. 24977

APPLICATION OF FASKEN OIL AND RANCH, LTD.

TO EXTEND THE DRILLING DEADLINE

UNDER ORDER NOS. R-21923 AND R-21923-B

LEA COUNTY, NEW MEXICO CASE NO. 24978

MOTION TO DISMISS, STAY, OR RESCIND DIVISION POOLING ORDER
NOS. R-21922, R-21922-B, R-21923, AND R-21923-B

Chief Capital (O&G) II LLC, and WR Non-Op LLC (“Chief and Waterloo”), by and
through undersigned counsel, move the Oil Conservation Division (“Division”) for an order to
dismiss, stay, or rescind the pooling authority granted under Division Order Nos. R-21922, R-
21922-B, R-21923, and R-21923-B, for failure to properly pool their working interests in these
Units. In conjunction with the Special Hearing in this case on January 28, 2025, Chief and
Waterloo respectfully ask the Division to make a ruling on this Motion, prior to hearing good
cause issues, and for the Division to stay the effectiveness of Order Nos. R-21922, R-21922-B,
R-21923, and R-21923-B, pending the Division’s final ruling on the merits. In support, Chief and
Waterloo state:

A. Background & Procedural History

On December 8, 2020, Titus Oil & Gas Production, LLC (“Titus”) originally filed the
Applications for Compulsory Pooling, in Division Case Nos. 21619 and 21620, seeking Division

approval of the poolings in these Cases.



In Case No. 21619, Titus originally filed for a pooling order for the Bone Spring
formation (SALT LAKE; BONE SPRING [53560]), in a standard 560-acre, more or less,
horizontal spacing unit with proximity tracts, comprised of the E/2 of Section 22, and the NE/4
and N/2 SE/4 of Section 27, Township 20 South, Range 32 East, NMPM, in Lea County, New
Mexico, to be dedicated to the Thai Curry Fed Com 223H and the Thai Curry Fed Com 224H
wells. In Case No. 21620, Titus originally filed for a pooling order for the Wolfcamp formation
(SALT LAKE; WOLFCAMP [53570]), in a standard 560-acre, more or less, horizontal spacing
unit with proximity tracts, underlying the E/2 of Section 22, and the NE/4 and N/2 SE/4 of
Section 27, Township 20 South, Range 32 East, NMPM, in Lea County, New Mexico, to be
dedicated to the Thai Curry Fed Com 433H and the Thai Curry Fed Com 434H wells. Following
hearing, the Division issued Order No. R-21922 on December 7, 2021, approving pooling in
Case No. 21619, and Order No. R-21923, approving pooling in Case No. 21620.

On August 22, 2022, Titus filed the initial applications to amend Order No. R-21922 in
Case No. 23010 and amend Order No. R-21923 in Case No. 23011, to allow for an additional
year to drill the initial wells under the Orders. On December 5, 2022, the Division extended the
pooling orders for a second year under Order Nos. R-21922-A (Case No. 23010) and R-21923-A
(Case No. 23011). In Case Nos. 23995 and 23996, tiled on November 17, 2023, Fasken filed for
a second extension of Division pooling order Nos. R-21922, R-21922-A, R-21923, and R-21923-
A. Following hearing, the Division issued Order Nos. R-21922-B and R-21923-B, allowing
Fasken a third year for development of the pooled Units. Finally, on November 15, 2024, Fasken
filed these third extension requests in Case Nos. 24977 and 24978, seeking to amend Division
Order Nos. R-21922, R-21922-B, R-21923, and R-21923-B, to allow them a fourth year for the

proposed development.



B. Law

The Oil Conservation Division has broad authority under the New Mexico Oil and Gas
Act, to include “jurisdiction, authority and control of and over all persons, matters or things
necessary or proper to enforce effectively the provisions of this act or any other law of this state
relating to the conservation of oil or gas[.]” See NMSA 1978, § 70-2-1, et seq. Pooling in New
Mexico is governed by Section 70-2-17, by the Division’s regulations implementing the same,
and by order to force pool any uncommitted interest owners. Section 70-2-17(C) of the Oil and
Gas Act requires the Division, or the Commission, to ensure that all compulsory pooling orders
“are just and reasonable” and that a party who is force pooled has “the opportunity to recover or
receive without unnecessary expense his just and fair share of the oil or gas.” NMSA 1978, § 70-
2-17. By law, the Oil and Gas Act, in Section 70-2-17(C), requires a party to be pooled, as
follows:

C. When two or more separately owned tracts of land are embraced within a
spacing or proration unit, or where there are owners of royalty interests or
undivided interests in oil and gas minerals which are separately owned or any
combination thereof, embraced within such spacing or proration unit, the owner
or owners thereof may validly pool their interests and develop their lands as a
unit. Where, however, such owner or owners have not agreed to pool their
interests, and where one such separate owner, or owners, who has the right to drill
has drilled or proposes to drill a well on said unit to a common source of supply,
the division, to avoid the drilling of unnecessary wells or to protect correlative
rights, or to prevent waste, shall pool all or any part of such lands or interests or
both in the spacing or proration unit as a unit.

All orders effecting such pooling shall be made after notice and hearing, and shall
be upon such terms and conditions as are just and reasonable and will afford to the
owner or owners of each tract or interest in the unit the opportunity to recover or
receive without unnecessary expense his just and fair share of the oil or gas, or both.
Each order shall describe the lands included in the unit designated thereby, identify
the pool or pools to which it applies and designate an operator for the unit. All
operations for the pooled oil or gas, or both, which are conducted on any portion of
the unit shall be deemed for all purposes to have been conducted upon each tract
within the unit by the owner or owners of such tract. For the purpose of determining
the portions of production owned by the persons owning interests in the pooled oil



or gas, or both, such production shall be allocated to the respective tracts within the
unit in the proportion that the number of surface acres included within each tract
bears to the number of surface acres included in the entire unit. The portion of the
production allocated to the owner or owners of each tract or interest included in a
well spacing or proration unit formed by a pooling order shall, when produced, be
considered as if produced from the separately owned tract or interest by a well
drilled thereon. Such pooling order of the division shall make definite provision as
to any owner, or owners, who elects not to pay his proportionate share in advance
for the prorata reimbursement solely out of production to the parties advancing the
costs of the development and operation, which shall be limited to the actual
expenditures required for such purpose not in excess of what are reasonable, but
which shall include a reasonable charge for supervision and may include a charge
for the risk involved in the drilling of such well, which charge for risk shall not
exceed two hundred percent of the nonconsenting working interest owner's or
owners' prorata share of the cost of drilling and completing the well.

Moreover, Division regulations require that an applicant comply with the Rules for
pooling prior to the issuance of a force pooling order. See 19.15.4.9 NMAC; see also NMSA
1978, § 70-2-17. Specifically, Division Rules 19.15.4.8 and 19.15.4.9 NMAC require certain
information in a pooling application, in notice of a pooling hearing, and in an uncontested
pooling hearing. In addition, 19.15.4.12(A)(1)(b)(vi) NMAC specifies the information required
when no interest owner appears in opposition: “written evidence of attempts the applicant made
to gain voluntary agreement including but not limited to copies of relevant correspondence.” See
also Notice: Material Changes or Deficiencies in Applications Submitted to OCD Engineering
Bureau (June 11, 2020).

C. Argument

The Unit Ownership Summary, attached as Exhibit 1, reflects that Chief and Waterloo
are working interest owners in the Units via two distinct chains of title; however, in both
instances, they have neither been pooled nor voluntarily committed their working interests to the
Units. At the time these Cases were originally pooled, Titus had under lease the fee mineral

interests of Foundation Minerals, LLC (predecessor in interest to Sito Permian, LLC), Oak



Valley Mineral and Land, LP, and Mavros Minerals, LLC (predecessor in interest to Sortida
Resources, LLC), now under lease by Chief and Waterloo (Titus’ lease expired pursuant to its
own terms on April 18, 2023). Further, Chief and Waterloo purchased the working interest of
Trobaugh Properties, a Texas general partnership, who was originally voluntarily committed to
the Units pursuant to that certain Operating Agreement dated February 1, 2021 (the “2/1/2021
OA”), designating Fasken Oil & Ranch, Ltd., as Operator, over a Contract Area covering the
lands pooled within the Units. As noted at the hearing in Case Nos. 21619 and 21620, on
October 7, 2021, Titus represented that it had reached voluntary agreement with “...Georgia
[Trobaugh] or [Trobaugh Properties], and so they will not be force pooling those three parties...”
See Hearing Transcript of October 7, 2021 Division Hearing, at 7 (available at
https://ocdimage.emnrd.nm.gov/Imaging/FileStore/santafeadmin/cf/20211105/21619 11 _05 20
21 04 37 27.pdf).

Notice of these third extension requests were provided to Chief Capital (O&G) II LLC
and Waterloo Resources LLC (not WR Non-Op LLC). Although notice was provided to Chief
Capital (O&G) II LLC and Waterloo Resources LLC (not WR Non-Op LLC), and Fasken’s
landman, Mike Wallace, acknowledged and admitted by email to Georgia Trobaugh that the
2/1/2021 OA was no longer effective, Fasken has not applied to pool either Chief or Waterloo’s
working interests. See April 11, 2024 Email from Mike Wallace to Georgia Trobaugh, with
signed copy of the 2/1/2021 OA, attached hereto as Exhibit 2. Further, despite numerous
requests, Fasken did not provide Chief or Waterloo a well proposal or voluntary joinder
opportunity of any kind until December 23, 2024 (to Chief) and January 21, 2025 (to Waterloo).
See Exhibit 3. The well proposal to Waterloo did not contain any AFE’s for the proposed wells,

and, as of the date of filing of this Motion, Fasken has not responded to Chief’s requests for



information and clarity pertaining to the targeted interval of its proposed wells. The failure of
Fasken to provide an opportunity to voluntarily participate or to pool Chief and Waterloo in the
pending third extensions in these Cases deprived Chief and Waterloo of their rights as owners of
a working interest in the Units. See Order R-20368 (requiring applicant for pooling to show
“good faith” effort of negotiations with working interest owners prior to force pooling).

For these reasons, Fasken should have filed an application for a pooling hearing to pool
these interests, as non-committed, non-pooled working interests. Chief and Waterloo, as the
owners of a working interest in the pooled Units, is entitled to a share of the unit, described in
Section 70-2-17 of the Oil and Gas Act. See § 70-2-17. As the successor operator of the Units,
Fasken was required to send a well proposal letter and AFE to the working interest owners.
Fasken did not, however, properly propose the wells and voluntary joinder to Chief and Waterloo
until December 23, 2024 (to Chief) and January 21, 2025 (to Waterloo), long after Chief and
Waterloo acquired its working interests in the Units. See Fasken’s December 23, 2024 Well
Proposal Letter to Chief and Fasken’s January 21, 2025 Well Proposal Letter to Waterloo,
attached hereto as Exhibit 3.

At no time has Fasken acted in good faith in seeking the voluntary joinder of the working
interests of Chief and Waterloo in the Units. Fasken has not sought the authority of the Division
for pooling Chief or Waterloo’s working interests. Additionally, Chief and Waterloo never had
the opportunity to elect to participate in the wells or to be pooled in the Units, under the subject
pooling orders. Chief and Waterloo should therefore be allowed another opportunity to elect to
participate in the Units, as working interest owners, with proper notice, prior to being pooled.
Thus, Division Order Nos. R-21922, R-21922-B, R-21923, and R-21923-B are void and invalid,

and a stay of the pooling orders is necessary to remedy the substantial prejudice to Chief and



Waterloo, after having been deprived the due process afforded to it by the Division’s rules and
the opportunity to voluntarily participate or be pooled into the Units.

As such, Fasken may not properly represent to the Division in these proceedings that
good cause has been shown to extend the Orders or that it acted in good faith to obtain the
voluntary joinder of the working interest and mineral owners in the proposed wells.

D. Conclusion

WHEREFORE, Chief and Waterloo request that the Division set this matter for
consideration at the January 28, 2025 hearing before the Hearing Examiner of the Oil
Conservation Division, and enter an order revoking or staying Fasken’s pooling authority
approved under Order Nos. R-21922, R-21922-B, R-21923, and R-21923-B, or in the alternative,
require Fasken apply to the Division for proper pooling orders to recognize Chief and Waterloo’s
working interests in the pooled Units, and that the Division grant such further relief as the
Division deems appropriate.

Respectfully,

AV A
S . f'lr-vLJ_:

Kaitlyn A. Luck

P.O. Box 483

Taos, NM 87571
luck.kaitlyn@gmail.com
(361) 648-1973

Attorney for Chief Capital (O&G) Il LLC, &
WR Non-Op LLC



CERTIFICATE OF SERVICE

I certify that on this 24" of January 2025, the foregoing pleading was electronically filed
by email with the New Mexico Oil Conservation Division Clerk and served on all parties of
record through counsel as follows:

Freya Tschantz
Freya.Tschantz@emnrd.nm.gov
OCD.Hearings@emnrd.nm.gov

EMNRD-Oil Conservation Division, Law Clerk

Sharon Shaheen

Spencer Fane LLP

325 Paseo De Peralta

Santa Fe, NM 87501-1860
sshaheen@spencerfane.com

Attorney for Fasken Oil and Ranch Ltd.

/s/ Kaitlyn A. Luck




EXHIBIT 1

E/2 of Section 22, Township 20 South, Range 32 East, N.M.P.M., Lea County, New Mexico (NMNM 033955)

* All references to Book and Page herein are to the Official Public Records of Lea County, New Mexico.

OWNER GROSS ACRES | WORKING INTEREST | NETACRES
FASKEN OIL AND RANCH LTD 320.00 0.66321073 212.22743360
CHIEF CAPITAL (0&G) Il LLC 320.00 0.07550000 24.16000000 | (1) Book 2223, Page 190.
WRNON-OPLLC 320.00 0.02450000 7.84000000 |(1) Book 2223, Page 190.
PERMIAN RESOURCES OPERATING LLC (EARTHSTONE PERMIAN LLC) 320.00 0.08106130 25.93961600
TRAINER PARTNERS LTD (OE SQUARED OPERATING LLC) 320.00 0.08106130 25.93961600
SITLENERGY LLC 320.00 0.03333334 10.66666720
BEXP Il OMEGALLC 320.00 0.01912057 6.11858164
BEXP IIALPHALLC 320.00 0.01421277 4.54808556
BROOKS OIL AND GAS INTERESTS LTD 320.00 0.00400000 1.28000000
ANDREW H JACKSON 320.00 0.00400000 1.28000000
320.00 1.00000000 320.00000000

N/2NE/4 of Section 27, Township 20 South, Range 32 East, N.M.P.M., Lea County, New Mexico (NMNM 015024)

OWNER GROSS ACRES | WORKING INTEREST | NETACRES
CHEVRON USAINC 80.00 1.00000000 80.00000000
80.00 1.00000000 80.00000000

S/2NE/4 & N/2SE/4 of Section 27, Township 20 South, Range 32 East

, N.M.P.M., Lea County, New Mexico (Fee Minerals)

OWNER GROSS ACRES | WORKING INTEREST | NETACRES
FASKEN OIL AND RANCH LTD 160.00 0.07308002 11.69280359 |(1) Book 2233, Page 741 (In Primary Term-Expiring 11/15/2026).
CHIEF CAPITAL (0&G) II LLC 160.00 0.32232458 5157193329 | (1) BOOK 2210, Page 117 (In primary Term-Expiring 04/19/2028).
(2) Book 2211, Page 128 (In primary Term-Expiring 05/24/2026).
(1) Book 2210, Page 117 (In primary Term-Expiring 04/19/2028).
WR NON-OPLLC 160.00 0.10459539 16.73526312 X o
(2) Book 2211, Page 128 (In primary Term-Expiring 05/24/2026).
MRC PERMIAN COMPANY 160.00 0.28333300 45.33328000 |Unleased Executive Mineral Interest.
PALOMA PERMIAN ASSETCO LLC 160.00 0.16666700 26.66672000 | 1) BoOK 2172, Page 407 (In primary term-Expiring 04/01/2028).
(2) Book 2172, Page 408 (In primary term-Expiring 04/01/2028).
SOUTHPAW LAND & TIMBER LLC 160.00 0.05000000 8.00000000 ((1)Book 2198, Page 868 (In Primary Term-Expiring 06/01/2027).
160.00 1.00000000 160.00000000

SPACING UNIT OWNERSHIP

560.00000000

OWNER WORKING INTEREST
FASKEN OIL AND RANCH LTD 0.39985757
CHIEF CAPITAL (0&G) Il LLC 0.13523560
WRNON-OPLLC 0.04388440
CHEVRON USAINC 0.14285714
MRC PERMIAN COMPANY 0.08095229
PALOMA PERMIAN ASSETCO LLC 0.04761914
PERMIAN RESOURCES OPERATING LLC (EARTHSTONE PERMIAN LLC) 0.04632074
TRAINER PARTNERS LTD (OE SQUARED OPERATING LLC) 0.04632074
SITLENERGY LLC 0.01904762
SOUTHPAW LAND & TIMBERLLC 0.01428571
BEXP Il OMEGALLC 0.01092604
BEXP IIALPHALLC 0.00812158
BROOKS OIL AND GAS INTERESTS LTD 0.00228571
ANDREW H JACKSON 0.00228571

1.00000000




Subject: Baetz (Thai C OA
ubject: Baetz (Thai Curry) EXHIBIT 2

) Mike Wallace <mwallace @forl.com> & Thu, Apr 11, 2:51 PM (22 hours ago)
¢ to Georgia Trobaugh «

You are viewing an attached message. Walker Netherton Mail can't verify the authenticity of attached messages.

Georgia,

Per our conversation, attached is a copy of the OA we executed for our wells we plan to drill once we get permits. The OA technically has expired but we intend to extend the initial well obligation date to allow us time to drill the wells.
Please let Waterloo know that we will be sending out an amendment in the near future.

Thanks,

Mike Wallace, Landman
(F)FA S K E Nl

6101 Holiday Hill Road
Midland, TX 79707-1631
(432) 687-1777

One attachment - Scanned by Gmail ® Y

Bl signed OA and M... '



EXHIBIT 2

A.APL. FORM 610 - 1989

MODEL FORM OPERATING AGREEMENT
HORIZONTAL MODIFICATIONS

OPERATING AGREEMENT

DATED

February 1 ' 2021

Year

OPERATOR  Fasken il and Ranch. Ltd.

CONTRACT AREA B/ of Section 22, NE/4 and N/2SE/4 of Section 27, Township 20 South,

Range 32 East

COUNTY OF Lea County ~,STATE OF

New Mexico

COPYRIGHT 2013 - ALL RIGHTS RESERVED

AMERICAN ASSOCIATION OF PROFESSIONAL

LANDMEN, 4100 FOSSIL CREEK BLVD. FORT

WORTH, TEXAS, 76137, APPROVED FORM.
AAPL. NO. 610 - 1983 {Horz.}
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A.APL. FORM 610 - MODEL FORM QPERATING AGREEMENT - 1989 (Horz.)

OPERATING AGREEMENT
THIS AGREEMENT, entered into by and between _ Fasken 04l and Ranch, 1td
hereinafter designated and referred to as "Operator,” and the signatory party or parties other than Operator, sometimes hereinafter refened

1o individually as “Non-Operator,” and collectively as “Non-Operators.”
WITNESSETH:

WHEREAS, the parties to this agreement are owners of Oit and Gas Leases and/or Oil and Gas Interests in the land
identified in Exhibit "A" and the parties hereto have reached an agreement to explore and develop these Leases and/or O
and Gas Interests for the production of Cil and Gas to the extent and as hereinafier provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of estimating
the costs to be incured in conducting an operation hereunder An AFE is not a contractual commitment. Rather it is only an estimate, made
in good faith.

8 The term "Completion” or "Complete” shall mean a single operation intended to complete a weli as a producer of Oil and Gas
in one of more Zones, including, but not limited to, the seting of production casing, perforating, well stimulation and production testing
conducted in such operation.

C. The term “Contract Area® shall mean all of the lands, Oil and Gas Leases andfor Gil and Uas Interests intended to be
deveioped and operated for Oil and Gas purposes under this agreement. Such lands. Oit and Gas Leases and Oil and Gas Interests are
described m Exhibit "A "

D The temn "Deepen” shall mean a single operation whereby a well is drilled to an objective Zone below the deepest Zone in
which the well was previousiy drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the lesser. When used in
connection with 2 Horizontal Well, the term “Deepen” shall mean an operation whereby a Lateral is drilied to a Displacement greater than
() the Displacement contained in the proposal for such operation approved by the Consenting Parties, or (1) to the Displacement to which
the Lateral was drilled pursuant 1o 2 previous proposal.

E. The term "Displacement” shall have the same meaning as the term defined by the state reguiatory agency having jurisdiction
over the Contract Area, in the absence of which the term shall otherwise mean the length of & Lateral.

F The terms “Drilling Party" and "Consenting Party” shall mean a party who agrees 10 join in and pay its share of the cost of any
operation conducied under the provisions of this agreement.

G. The term "Drilling Unit" shall mean the area fixed for the drilling of one well by order or rule of any state or federal
body having autherity. if a Driiting Unit is not fixed by any such rule or order, 2 Driling Unit shall be the drillmg unit as
established by the patiem of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties.

H The term "Drillsite" shall mean the Oil and Gas Lease or Oil and Gas interest on which a proposed well is 1o be
located When used in connection with & Horizontal Well, the term “Drillsite™ shall mean (i) the surface hole location, and {ii) the Oi] and
Gas Leases or Oil and Gas Interests within the Drilling Unit on or under which the wellbore, including the Lateral, i1s located.

1. The term “Horizontal Rig Move-On Period” shail mean the number of days after the date of rig release of a Spudder Rig vntil
the date a rig capable of drilling 2 Horizontal Well ta its Total Measured Depth has moved on 10 location.

I The term “Horizontal Weil” shall have the same mcaning as the temn defined by the state regulatory agency having
jurisdiction over the Contract Area, i the absence of which the term shall mean 2 well containing one or more Laterals which are driiled,
Completed or Recompleted in a manner in which the horizontal component of the Completion interval (1)} extends at least one hundred feet
(109} in the objective formation(s) and (2) exceeds the vertical component of the Completion nterval in the objective formation{s).

K. The term "Initial Well” shall mean the wel required 1o be deilled by the parties hereto as provided in Article VLA,

L The term “Lateral” shall mean that portien of a wellbore that deviates from approximate vertical orientation to approximate
horizontal orientation and all wellbore beyond such deviation to Total Measured Depth.

M. The term “Non-Consent Well* shall mean a well in which less than ail parties have conducted an operation as provided in
Article VIB2

N The terms "Non-Drilling Party" and “Non-Consenting Party” shall mean a party who elects not to participate in & proposed
operation

O. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or ail other liquid or gaseous hydrocarbons and
other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated.

P. The term "Oil and Gas Intcrests™ or “Interests” shall mean unieased fee and mineral interests in Ol and Gas in tracts of land
lying within the Contract Area which are owned by parties to this agreement.

Q. The terms "Oil and Gas Lease,” "Lease” and "Leasehold” shali mean the oil and gas leases or interests therein covenng tracts
of land lying withia the Contract Area which are owned by the parties to this agreement.

R. The term “Plug Back” shall mean a single operation whereby a deeper Zone is abandoned in order to attempt 2 Completion in
2 shaliower Zone. When used in connection with a Horizontal Well, the term “Plug Back™ shall mean an operation 1o test or Complete the
welt at a stratigraphically shallower Zone in which the operation has been or is being Completed angd which is not in an existing Lateral.

S The term "Recompletion” or "Recomplete” shall mean an eperation whereby a Completion in ane Zone is abandoned in order
10 aticmpt a Completion in a different Zone within the existing wellbore.

T. The tcrm "Rework” shall mean an operation conducted in the wellbore of a well afler it is Completed to secure, restore, o
improve production in a Zone which is currently open to production in the wellbore. Such operations include, but are not himited to, well
stimuiation operations but exclude any routing repair or maintenance work or drilling, Sidetracking, Deepening, Completing,
Recompleting, or Plugging Back of a well

U. The term "Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as to change the
bottom hole location unless done to straighten the hole or drill around junk in the hole to overcome other mechanical difficulties. When used
in connection with a Horizontal Well, the term “Sidetrack”™ shalt mean the directional control and deviation of a well outside the existing
Lateral(s} so as to change the Zone or the direction of a Lateral from the approved proposal unless done to straighten the hole or dnll
around junk in the hole or 1o overcome other mechanical difficulties.

V. The term "Spudder Rig" shall mean a drilling rig utilized only for drilling ali or part of the venical component of & Horizontal
Well: a rig used only for setting conducior pipe shall not be considered a Spudder Rig.

W The term “Terminus” shall have the samc meaning as the term defined by the state regulatory agency having jurisdiction
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over the Contracl Area, in the absence of which the lerm shall mean the furthest point drilled in the Lateral,

X. The term “Total Measured Depth,” when used in connection with a Horizontal Well, shall mean the distance frem the surface of
the ground to the Terminus, as measured along and including the vertical component of the well and Laterai(s). When the propesed
operation(s) is the drilling of, or operation on, 2 Horizontal Weil, the terms “depth” or “total depth™ wherever used in this agreement shall be
deemed 1o read “Total Measured Depth” insofar as it applies to such well.

Y. The term “Vertical Wcll” shall mean a well drilled, Completed or Recompleted other than a Horizontal Well.

7 The temm “Zone" shall mean a siratum of earth containing or thought to contain a common accumulation of Cil and Gas
separately producible from any other common accumulation of Oil and Gas

Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person” includes
natural and artificial persons, the plural includes the singular, and any gender includes the maseuline. feminine, and neuter.

ARTICLE IL.
EXHIBITS
The following exhibits, as indicated below and awtached hereto, are incorporated in and made & part hereof:
X A. Exhibit "A," shall include the following information:

{1) Description of lands subject to this agreement,
{2) Restrictions, 1f any, as 0 depths, formations, or substanees,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,
{4) Percentages o tractional interests of parties to this agreement,
{5) Oil and Gas Leases and/or il and Gas Interests subject 10 this agreement.
{(6) Burdens on production.
Exhibit "B," Form of Lease.
Exhibit "C." Accounting Procedure.
Exhibit "D." insurance.
Exhibit "E,” Gas Balancing Agreement.
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Other:  Racording Supplement .,
if any provision of any exhibit, except Exhibits “E" "F" and "G." is inconsistent with any provision contained in the body of this
agreement, the provisions in the body of this agreement shall prevail,
ARTICLE ILL
INTERESTS OF PARTIES
A. Oil and Gas Interests:

if any party owns an Oil and Gas Interest in the Contract Area, that Interest shatl be treated for all purposes of this agreement
and during the erm hereof as if it were covered by the form of Oi) and Gas Lease attached hereto as Exhibit "B, and the owner
thereof shall be deemed to own both royalty interest in such lease and the interest of the lessce thereunder,

B. Interests of Parties in Costs and Production: See Article XV T for additional provisions.

Unless changed by other provisians, all costs and liabilities incurred in operations under this agreement shall be bome ang paid,
and al) equipment and materials acquired in operations on the Contract Area shail be owned, by the parties as their interests are set forth in
Exhibit “A." In the same manner, the parties shall also own all production of Cil and Gas from the Contract Area subject, however, 1o the
payment of royalties and other burdens on production as described hereafler.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other burdens may
be payabie and except as otherwise expressly provided in this agreement, cach party shall pay o deliver, or cause o be paid or delivered,
all burdens on its share of the production from the Contract Area up to, but not in excess of, ___tweniv five percent and
shall indemnify, defend and hold the other parties free from any Hability therefor. Except as otherwise expressly provided in this agreement,
if any party has contributed hereto any Lease or Interest which 13 burdened with any royalty, ovemiding royalty, production payment or

other burden on production in excess of the amounts stipulated above, such party so burdened shall assume and alone bear ail such excess
obligations and shall indemnify, defend and hold the other parties hereto harmless from any and all claims astributable to such excess burden.
However, 5o long as the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause
10 be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s) which such party
has contributed to this agreement, and shall indemnify, defend and hold the other parties free from any liability therefor,

No party shall ever be responsible, on a price basis higher than the price received by such party, to any other party's lessor of
royalty owner, and if such other party's iessor or royalty owner should demand and receive settlement en a higher price basis, the party
contributing the affected Lease shail bear the additional royalty burden attributable to such higher price.

Nothing contained in this Article ITLB. shall be deemed an assignment or cross-assignment of interests covered hereby, and in
the event two or more parties contribute to this agreernent jointly owned Leases, the parties' undivided interests in said Leaseholds shall be
deemed separate leaschold interests for the purposes of this agreement.

C. Subsequently Created Interesis:

if any party has conteibuted hereto a Lease of Interest that is burdened with an assignment of production given as security for the
payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production payment, net profits interest,
assignment of production or other burden payable out of production attibutable to its working interest hereunder, such burden shall be
deemed a "Subsequently Created Interest” Further, if any party has contributed hereto a Lease or Interest burdened with an overriding
royally, production payment, net profits interests, or other burden paysble out of production created prior to the date of this agreement, and
such burden is not shown on Exhibit "A." such burden also shall be deemed a Subsequently Created Interest to the extent such burden
causes the burdens on such party'’s Lease or Interest 1o exceed the amount stipulated in Article 11ILB. above.

The party whose inierest is burdened with the Subsequently Created Interest (the "Burdened Pasty”) shall assume and alone
bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other parties from and against
any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses chargeable hereunder, all provisions of
Article V11 B. shall be enforceable against the Subscquently Created Interest in the same manner as they are enforceable agamst the working
interest of the Burdened Party If the Burdened Party is required under this agreement to assign or relinquish to any other party, or pariies,
all or a portion of its working interest and/or the production attributable thereto, said other party, or parties, shall receive said assignment
andfor production free and clear of said Subsequently Created [nterest, and the Burdened Party shall indemmify, defend and hold harmiess
said other party, or parties, from any and all elaims and demands for payment asserted by owners of the Subsequently Created Interest.
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ARTICLE IV.
TITLES
A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior 1o commencement of drilling operations and, if a
majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire Drilling Unit, or
maximum anticipated Drilling Unit, of the well The opinton will include the ownership of the working interest, mincrals, royaity,
overriding reyalty and production payments under the applicable Leases. Each party contributing Leases and/or Oil and Gas Interests to be
included in the Drilisite or Drilling Unit, if appropriate, shail furnish to Operator all abstracts (including federal lease status reports), title
opinions, title papers and curative material i its possession free of charge. Ail such information not in the possession of or made available to
Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Operator shall cause title to be examined
by attomeys on its staff or by outside aorneys Copies of ail title opinions shall be fumnished 1o each Drilling Party. Costs incurred by
Operator in procuring abstracts, fecs paid outside amorneys for title examination (including preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit “C" shall be borne by the Dritling Parties in the
proportion that the interest of each Driliing Party bears to the total interest of all Drilling Parties as such interests appear in Exhibit "A "
Operator shall make no charge for services rendered by its staff attomeys or other personnel in the performance of the above functions.

Each party shall be responsible for securing curative matier and pooling amendments or agreements required n connection with
Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation and recording of pooling
designations of declarations and commnunitization agreements as well as the conduet of heavings before govemmental agencies for the
securing of spacing or pooling orders or any other erders necessary or appropriate to the conduct of operations hercunder. This shall not
prevent any party from appearing on its own behalf at such hearings. Costs incurred by Operator, including fees paid to outside attorneys,
which are associated with hearings before governmental agencies, and which costs are necessary and proper for the activities contemplated
under this agreement, shall be direct charges 1o the joint account and shall not be covered by the administrative overhead charges as provided
in Exhibit "C * Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions.

No well shall be drilled on the Contract Arca until afier (1} the title to the Drillsite or Dritling Unit, if appropniate, has been
examnined as above provided, and (2} the title has been approved by the examining anomey or litle has been accepied by all of the Drilling
Parties in such well.

B. Loss or Failure of Title:

i Eaiture of Title: Should any Oil and Gas Interest or Oil and Gas Lease be lost through failure of title, which resulis in a
reduction of iterest from that shown on Exhibit "A," the party credited with contributing the affected Lease or Interest {including, if
applicable, a successor in interest 1o such party) shall have ninety (90} days from final determination of title failure to acquire a new |ease
or other instrument curing the entirety of the title failure, which acquisition will not be subject to Article VIILB., and failing to do so, this
agreement, nevertheless, shall continue in force as to all remaining Oil and Gas Leases and Interests; and,

(a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure {including, if applicable,
a successor in interest to such party) shall bear alone the entire toss and it shall not be entitled to recover from Operator or the other parties
any developraent or aperating costs which it may have previously paid or mcurred, but there shall be no additional liability on its part to the
other parties hereto by reason of such tide failure;

(b} There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the Lease or
Interest which has failed, bur the interests of the parties contained on Exhibit “A” shall be revised on an acreage basis, as of the time it is
determined finally that title failure has ocourred, so that the inierest of the party whose Leasc or Interest is affected by the title failure will
thereafter be reduced in the Contract Area by the amount of the Lease or Interest failed;

(c) If the proportionate interest of the other partics heseto in any producing well previously drilled on the Coniract Area
is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attributable to the Lease or
Interest which has failed shall receive the proceeds attributable to the increase in such interest {less costs and burdens attributable thereto)
il it has been reimbursed for unrecovered costs paid by it in connection with such well atiributable to such failed Lease or Interest;

{d) Should any person not a party to this agreement, who is determined to be the owner of any Lease or interest which has
failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid to the party or parties
who bore the costs which are so refunded,

(e} Any liability to account to a person not a party 1o this agreement for prior production of O and Gas which arises by
reason of title failure shail be bome severally by each party {including a predecessor to a curvent party) who received production for which
such accounting is required based on the amount of such production received, and each such party shall severally indemnify, defend and
hold harmless all other parties hereto for any such liabiiity to account:

{f) No charge shall be made to the joint account for fegal expenses, fees or salares in connection with the defense of the
Lease or Interest claimed to have failed, but if the party coniributing such Lease of Interest hereto elects to defend its title it shall bear all
expenses in conncction therewith; and

(g) If any party is given credit on Exhibit "A” to a Lease or Interest which is limited solely w0 ownership of an interest in the
wellbore of any well or wells and the production therefrom, such party's absence of interest in the remainder of the Contract Area shall be
considered a Faflure of Title as to such remaining Contract Area unless that absence of interest is reflected on Exhibit A"

2 Loss by Non-Payment or Erroneous Pavment of Amount Due: [f, through mistake or oversight, any rental, shut-in well

payrent, minimum royalty or royalty payment, or other payment necessary to maintain all or a portion of an Qil and Gas Lease or inicrest is
not paid or is eronecusly paid, and as a result a Lease or Interest terminates, there shall be no monetary liability against the party who failed
to make such payment. Unless the party who failed to make the required payment secures a new Lease or Interest covering the same interest
within ninety (90} davs from the discovery of the failure to make proper payment, which acquisition will not be subject to Articte VIILB,, the
interests of the parties reflected on Exhibit "A" shall be revised on an acreage basis, effective as of the date of termination of the Lease or
Tnterest involved, and the party who failed to make proper payment will no longer be credited with an interest in the Contract Area on account
of ownership of the Leasc or Interest which has terminated. If the party who failed to make the required payment shall not have been fully
reimbursed, at the time of the loss, from the proceeds of the sale of Oil and Gas attributable to the lost Leasc or Interest, calculated on an
acreage basis, for the devetopment and operating cosis previously paid on account of such Lease or Interest, it shall be reimbursed for
unrecovered aciual costs previously paid by it {(but not for its share of the cost of any dry hole previously drilled or wells previously
abandoned) from so much of the following as is necessary to effect reimbursement:

{2) Proceeds of Ol and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease
burdens chargeable hereunder 10 the person who failed to make payment, previously accrued to the credic of the lost Lease or Interest, on an

a3n
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acreage basis, up to the amount of unrecovered costs;

(b} Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person who failed
to make payment, up to the amount of unrecovered costs aftributable to that portion of Ol and Gas thercafter produced and marketed
(excluding production from any wells thereafier drilled) which, in the absence of such Lease or Interest termination, would be aitributable to
the lost Lease or Interest on an acreage basis and which as a result of such Lease or Interest termination is credited to other parties. the
proceeds of said portion of the 01 and Gas to be contributed by the other parties in proportion to their respective interests reflected on Exhibit
"A” and,

{c) Any monies, up o the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the
Lease or Intercst lost, for the privilege of participating in the Contract Area or becoming 2 party o this agreement.

3. Other Losses: All losses of Leases or Interests commitied o this agreement, other than those set forth in Amicles
IV.B.1. and IV.B.2. above, shall be joint losses and shall be bome by all parties in proportion to their interests shown on Extubit "A." This
shali include but not be Timited to the loss of any Lease or Interest through failure to develop or because express or implied covenants have
aot been performed (other than performance which requires only the payment of money), and the loss of any Lease by expiration at the end of
its primary term if it is not renewed or exteaded There shall be no readjustment of interests in the remaining portion of the Contract Area on
account of any joint loss

4, Curing Title: I the event of a Failure of Tide under Article [V.B.1. or a loss of title under Articie 1V.B.2. above, any LLease or
Interest acquived by any party hereto {other than the party whose interest has failed or was lost) during the ninety (30) day period
provided by Aricle IV.B.1. and Article [V.B.2 above covering all or a portion of the interest that has failed or was lost shall be offered at
cast o the party whose interest has failed or was lost, and the provisions of Asticle VIILB. shall not apply to such acquisition

ARTICLE Y.
OPERATOR
A. Designation and Responsibilities of Operator: See Article XV1.G and K. for additionzl provisions.
Fasken Oil gl Ranch, Lid _____shall be the Operator of the Contract Area, and shall conduct and direct

and have full control of all operations on the Contract Area as permitted and required by, and within the limits of this agreement. In 1ts
performance of scrvices hereunder for the Non-Operators, Operator shall be an independent contractor not subject to the control or direction
of the Non-Operators except as to the type of operation to be undertaken in accordance with the election provedures contained in this
agrecment, Operator shall not be deemed, or hold jtself out s, the agent of the Non-Operators with authority Lo bind them to any obligation or
liability assumed or incurred by Operator as to any third party. Operator shall conduet its activities under this agreement as a reasonably
prudent operator, in a good and workmaniike manner, with due diligence and dispateh, in accordance with good oilfield practice, and in
compliance with applicable law and regulation, but in no event shall it have any liability as Operator to the other parties for losses sustained or
Jabilities incurred except such as may result from gross negligence or wiltful misconduct.

B. Resignation or Removal of Operator and Selection of Successor: See Article XVLS. for additional provisions.

1. Resignation oc Removal of Operator; Operator may resign at any time by giving written notice thereof 10 Non-Operators.
If Operator terminates its degal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator, Operator shall be deemed 10 have resigned without any action by Non-Operators, except the setection of a successor. Operator may
be removed only for good cause by the affirmative vote of Non-Operators owning 2 majority interest based on ownership as shown on
Exhibit "A” remaining after excluding the voting interest of Operator; such vote shall not be deemed effective until a written notice has been
delivered to the Operator by a Non-Operator detailing the alleged default and Operator has failed to cure the default within thirty (30) days
fram #ts receipt of the notice or, if the default concems an operation then being conducted, within forty-eight (48) hours of ts receipt of the
notice. For purposes hereof, "good cause” shall mean not only gross negligence or willful misconduct but also the material breach of or
inability 10 meet the standards of operation contained in Article V.A. or material failure or inability to perform its obligations under this
agreement,

Subject to Articie VI1.D.1,, such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first day of the
calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action by the Non-
Operators tw remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier date. Operator,
after effective date of resignation or removal, shall be bound by the terms hereof as 3 Non-Operator. A change of a corporate name o
structure of Operator or transfer of Operator's interest 1o any single subsidiary, parent or successor cotporation shall not be the basis for
removal of Operator

2. Selection of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a

successor Operator shall be selected by the partics. The successor Operator shall be selected from the pasties owning an interest in the
Contracl Area at the time such successor Operator is selected. The successor Operator shalt be selected by the affirmative vote of two (2) or
more parties owning a majority interest based on ownership as shown on Exhibit "A", provided, hewever, if an Operator which has been
removed of is dcemed to have resigned fails to vote or votes only to succeed itseif, the successor Operator shall be selected by the affirmative
vote of the party or parties owning a majority interest based on ownership as shown on Exhibit "A" remainiog after excluding the voting
interest of the Operator that was removed or sesigned. The former Operator shall promptly deliver to the successor Operator all records and
data relating to the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint account

3. Effect of Bankmuptey: If Operator becomes insofvent, bankrupt ot is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. If a petition for relief under the federal bankruptcy laws is
filed by or against Operator, ang the removal of Operator is prevented by the federal bankruptcy court, all Non-Operators and Operator shall
comprise an interim operating commitiee 1o serve until Operator has elected (o reject or assume this agreement pursuant 1o the Bankruptey
Code, and an eleciion to reject this agreement by Operator as a debtor in possession, or by a trustee in bankruptey, shall be deemed a
resignation as Operator without any action by Nen-Operators, except the selection of a successor. During the period of time the operating
commitice controls operations, all actions shall require the approval of two (2} or more parties owning a majorily interest based on ownership
as shown on Exhibil "A." In the event there are only two (2) parties to this agreement, during the period of time the operating committee
controls operations, a third party acceptable to Operator, Non-Operator and the federal banknupicy court shall be selected as a member of the
operating commitice, and all actions shall requise the approval of two (2) members of the operating commitice without regard for thew interest
in the Comtract Area based on Exhibit "A"
C. Employees and Contractors:

The number of emplayees ot contractors used by Operator in conducting operations hereunder, their selection, and the
hours of labor and the compensation for services performed shail be determined Operator, and all such employees or contractors shall be the
employees or contractors of Operator
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D. Rights and Duties of Operator: See Article. G., H. ard K. for additional provisions.

1. Competitive Rates and Use of Affiliates: All wells drilled on the Contract Area shali be drilled on a competitive contract basis
at the usual rates prevailing in the area. If it so desires, Operator may employ its own tools and equipment in the drilling of wells, but i1
charges therefor shail not exceed the prevailing rates in the arca and the rate of such charges shall be agreed upon by the parties in writing
before drilling operations are commenced, and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in contracts of independent contractors who are doing work of a similar nature. Ail work performed or
materials supplied by affiliates or related parties of Cperator shall be performed or supplied at competitive rates, pursuant to writien
agreement, and in accordance with customs and standards prevailing in the industry.

2. Dischazge of Joint Account Obligations: Except as herein otherwise specifically provided, Operator shall promptly pay and

discharge expenses incurred in the development and operation of the Contract Area pursuant o this agreement and shall charge each of
the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C." Operator shall keep an accurate
record of the joint account hereunder, showing expenses incurred and charges and credits made and received.

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts of
contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in respect of the
Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from liens and encurnbrances resulting
therefrom except for those resuiting from a bona fide dispute as to services rendered or materials supplied

4. Custody of Funds: Operator shall held for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator, either for the conduct of operations hereunder of 25 a result of the sale of production from the Contract Area, and such
funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until used for their intended purpose or
otherwise delivered to the Non-Operators or appiied toward the payment of debts as provided in Article VILB. Nothing in this paragraph shal
be construed to establish a fiduciary relationship between Operator and Non-Operators for any purpose other than 1o account for Non-
Operator funds as herein specifically provided. Nothing in this paragraph shal) require the maintenance by Operator of separate accounts for
the funds of Non-Operators uniess the parties otherwise specifically agree.

5 Access to Coniract Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator
or its guly authorized representative, at the Non-Operator's sole risk and cost, full and free access at all reasonable times o all operations of
every kind and character being conducted for the joint account on the Contract Area and to the records of operations conducted thereon or
production therefrom, including Operator's books and recerds relating thereto. Such aceess rights shall not be exercised in a manner
interfering with Operator's conduct of an operation hereunder and shall not obligate Operator to furnish any geologic or geophysical data of an
interpretive nature unless the cost of preparation of such interpretive data was charged to the joint account. Operator will furnish to each Non-
Operator upon request copies of any and all reports and information obtained by Operator in connection with production and related items,
including, without limitation, meter and chart reports, production purchaser statements, fun tickets and monthly gauge reports, but excluding
purchase contracts and pricing information to the extent not applicabie to the praduction of the Non-Operator seeking the wiormation. Any
audit of Operator's records relating to amounts expended and the appropriateness of such expenditures shalt be conducted in accordance with
the audit protocol specified in Exhibit "C "

6. Filing and Fumishing Govermental Repors. Operator will file, and upon written request prompily furnish copies to
each requesting Non-Operator not in default of its payment obligations, al! operational notices, reports or applications required 1o be filed by
local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder. Each Non-Opcrator shall provide 1o
Operator on a timely basis all information necessary to Operator to make such filings. See Article XVLK for additional provisions.

7. Drilling_and Testing_Cperations: The following provisions shall apply to each weli drilled hercunder, including but not
hmited 1o the Initial Weli:

(2} Operator will promptly advise Non-Operators of the date on which the well is spudded, or the date omn which
drilling operations are commenced.

{b) Operator wilt send to Non-Operators such reports, test results and notices regarding the progress of operaiions on the well
as the Non-Operators shall reasonably request, including, but not limited to, daily grilling reports, completion reports, and well logs.

{¢) Operator shall adequately test all Zones encountered which may reasonably be expecied to be capable of producing Oil
and Gas in paying quantities as a result of examination of the electric log or any other logs or cores oF (ests conducted hereunder.

8. Cost Estimates. Upon request of any Consenting Party, Operator shall fumish estimates of current and cumulative costs
incurred for the joinl account at reasonable intervals during the conduct of any operation pursuant 1o this agreement. Operator shall not be
held liabie for errors in such estimates so long as the estimates are made in good faith

9. Insurance; At all times while operations are conducted hereunder, Operator shall comply with the workers compensation law
of the state where the operations are being conducted; provided, however, that Operator may be a self- insurer for liability vnder said
compensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit "C." Operator
shall aiso carry or provide insurance for the benefit of the joint account of the parties as outlined in Extibit "D attached hereto and made a
part hereof. Operator shall require all contractors engaged in werk on o for the Contract Area to comply with the workers compensation
iaw of the state where the aperations are being conducted and to maintain such other insurance as Operator may require.

in the cvent automobile liability insurance is specificd in said Exhibit "D," or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive equipment.

ARTICLE VI.
DRILLING AND DEVELOPMENT
A. Initial Well:
On or before the ___18th day of October 2022 Operator shali commence the drilling of the lnitial Well

at the following locatign (f a Horizontal Well, surface and Terminus/Termini of the Lateral(s)). at roximate location of 376° FNL and
593 FEL o '!Ségct?on 22, ‘i‘ownshir;a 30 gouth, Ranrge 32 East to an approxrrrllate true vertical S?e)%:th 0?9%%%‘. o

and shall thereaficr continue the drilling of the well (horizontally if 2 Horizontal Well) with due diligence to a terminus of an estimated 1,330
and shall thersafier continue the drilling of the well (horizontally if a Horizqnal Well) with due difigen T
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The drilling of the Initial Well and the pasticipation thercin by all parties is obligatory, subject 1o Articte VI.C.). as to participation in
Completion operations and Article V1T as w termination of operations and Article X1 as to occumence of force majeure.
B. Subsequent Operations:

i, Proposed Operations: If any party hereto should desire to drill any well on the Contract Arca other than the Initiad Well, or if
any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a weli no longer capable of producing in paying
paying quantities in which such party has not otherwise relinquished its interest in the proposed objective Zone under this agreement, the
party desiring to drill, Rework, Sidetrack, Deepen, Recompiete or Plug Back such a well shall give writien aotice of the proposed operation 1o
the parties who have not otherwise relinquished their interest in such objective Zone under this agreement {and to all other parties in the
case of a proposal for Sidetracking or Deepening as to a Vertical Well}, specifying the work to be performed, the focation, proposed depth,
objective Zone and the estimated cost of the operation as outlined in an AFE. A propesal for the drilling of or other operations for a
Horizontal Well shail: (1) siate that the proposed operation is a Horizontal Well operation; (2} include driling and Completion plans
specifying the proposcd: (i) Total Measured Depth(s), (i) surface hole location(s), (11} Temminus/Termini, (iv) Displacement(s),
{v) utilization and scheduling of rig{s) (Spudder Rig, drilling and Completion), and (vi) stimulation operations, staging and sizing; and (3)
include estimated drilling and Completion costs as set forth in an AFE. The parties to whom such a notice is delivered shall have thirty (30}
days afier receipt of the notice within which 1o notify the party proposing to do the work whether they elect to participate in the cost of the
propased operation. If a drilling rig is on location, notice of a propesal 1 Rework, Sidetrack, Recomplete, Plug Back or Deepen may be
given by telephone and the response period shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays.
Failure of a party to whom such notice is delivered to reply within the period above fixed shall constitute an election by that party not 10
participate in the cost of the proposed operation Any proposal by a party 10 conduct an operation conflicting with the operation initially
proposed shall be delivered 1o all parties within the time and in the manner provided in Article V) B6.

If all parties to whom such notice is delivered elect to pasticipate in such a proposed operation, the parties shall be contractually
commitied o participate therein provided such operations ase commenced within the time period hercafter set forth, and Operator shall, no
later than ninety {90} days afier expiration of the notice period of thirty (30) days (or as promptly as practicable after the expiration of the
forty-eight (48) hour period when a driliing rig is on location, as the case may be), actually commence the proposed operation and thereafter
compiete it with due diligence at the risk and expense of the parties participating therein; provided, however, said commencement date may
be extended upon written notice of same by Operator to the other parties, for a period of up o thirty (3¢ additional days if, in the sole
apinion of Operator, such additional time is reasonably nccessary to obtain permits from governmental authorities, surface rights (including
rights-of-way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or
acceptance If the actual operation has not been commenced within the time provided (including any extension thereof as specifically
permitied herein or in the force majeure provisions of Article X1j and if any party hercto still desires to conduct said operation, written
notice proposing same must be resubmitted 1o the other parties in accordance herewith as if no prior proposal had been made. Those parties
that did not participate in the drilling of @ wel) for which a proposal to Decpen or Sidetrack is made hereunder shall, if such parties desire to
participate in the proposed Deepening or Sidetracking operation, reimburse the Drilling Partics in accordance with Article VIB4 in the
event of a Deepening operation and in accordance with Article VI.B.5. in the event of 2 Sidetracking operation.

2 Operationg by Less Than All Parties:

{a) Determination of Participation. If any party to whom such notice is delivered as provided in Aricle VLB or VI.CL
{Option No. 2} elects not to participate in the proposed operation, then, in order to be entitled io the benefits of this Article, the party or
parties miving the notice and such other parties as shall elect to pariicipate in the operation shali, no later than ninety (90} days after the
expiration of the notice period of thirty (30) days (or as promptly as practicable after the expiration of the forty-eight (48) hour period when
a drilling rig is on location, as the case may be) actually commence the proposed operation and compiete it with due diligence. Operator
shall perform all work for the account of the Consenting Parties: provided, however, if no drilling fg or other equipment is on location, and
if Operator is a Non-Consenting Party, the Consenting Parties shall either: (i) request Operator to perforn the work required by such
proposed operation for the account of the Consenting Parties, or (1i) designate one of the Consenting Parties as Operator to perform such
work The rights and duties granted 1o and imposed upon the Operator under this agreement are granted to and imposed upen the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when conducting
operations on the Contract Area pursuant to this Article V1.B.2., shall comply with ail terms and conditions of this agreement,

If less than all parties approve any propesed eperation, the proposing party, immediately after the expiration of the applicable
notice period, shall advise a)l Parties of the total interest of the parties approving such operation and its recommendation as to whether the
Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forty-eight (48) hours (exclusive of
Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the proposiny party of its desire to (1) limit pariicipation 1
such party's interest as shown on Exhibit "A" or (i} carry only its proportionate part {determined by dividing such party's inferest in the
Contract Area by the intercsts of all Consenting Partics in the Contracl Area) of Mon-Consenting Parties’ interests, or (iii) carry is
proportionate part {determined as provided in (ii}) of Non-Consenting Parties’ interests together with all or a portion of its proportionate
part of any Non-Consenting Parties’ interests that any Consenting Party did not elect 1o take. Any interest of Non-Consenting Parties that 15
not carried by a Consenting Party shall be decmed to be carried by the party proposing the operation if such party does not withdraw iis
proposal Failure to advise the proposing party within the time required shall be deemed an clection under {1). In the event a drilling rig 15
on location, notice may be given by telephone, and the time permitied for such a response shall not exceed a total of forty-cight {48} hours
(exclusive of Saturday. Sunday and legal hotidays). The proposing party, at its election, may withdraw such proposal if there is less than
100% participation and shall notify all parties of such decision within ten (10) days, or within twenty-four (24) hours if a dniling ng is on
locatien, following expiration of the applicable responsc period If 100% subscription to the proposed operation 1s obtained, the proposing
party shall promptly notfy the Consenting Parties of their proportionate interests in the operation and the party serving as Operator shall
commence such operation within the period provided in Article VI.B 1, subject to the same extension right as provided therein.

{b} Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be bome by
the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding paragraph. Consenting Parties
shall keep the leasehold estates invoived m such operations free and clear of all liens and encumbrances of every kind created by or arising
from the operations of the Consenting Parties If such an operation results in a dry hole, then subject to Articles VI.B.6. and VLE 3, the
Consenting Parties shall plug and abandon the well and restore the surface location at their sole cost, risk and expense, provided, however,
that those Non Consenting Parties that participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall
pay, their proportionate shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those cosis
were mot increased by the subsequent operations of the Comsenting Parties If any well drilled, Reworked, Sidetracked, Deepened,
Recompieted or Plugged Back under the provisions of this Article results in a well capable of producing Ol and/or Gas in paying
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quantities, the Consenting Parties shall Complete and equip the well te produce at their sole cost and risk, and the well shall then be turned
over o Operatos (if the Operater did not conduct the operation) and shall be operated by it at the expense and for the account of the
Consenting Partics. Upon commencement of operations for the drilling, Reworking, Sidetracking, Recompleting, Deepening or Plugging
Back of any such well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed
10 have relinquished to Consenting Parties, and the Consenting Parties shall own and be entitled 1o receive, in preportion to their respective
interests, all of such Non-Consenting Pasty's interest in the well and share of production therefrom or, in the case of a Reworking,
Siderracking, Deepening, Recompleting or Plugging Back, or a Completien pursuant to Article V1.C 1. Option No. 2, all of such Non-
Consenting Party's interest in the preduction obtained from the operation in which the Non-Consenting Party did not elect 1o participate.
Such relinquishment shall be effective unti} the proceeds of the sale of such share, calculated at the well, or market value thereef if such
share is not sold (after deducting applicable ad valorem, production, severance, and excise taxes, royalty, ovemriding royalty and other
interests not excepted by Article 1ILC. payable cut of or measured by the production from such well accruing with respect 10 such interest
until it reverts}, shall equal the total of the following:

(1) 100.00 %% af each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the
wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and piping), plus 100% of each
such Non-Consenting Party's share of the cost of operation of the weil commencing with first production and continuing unitil each such
Non-Consenting Paty's relinguished interest shall revert to it under other provisions of this Asticle, it being agreed that cach Non-
Consenting Party's share of such costs and equipment wilt be that interest which would have been chargeabi¢ to such Non-Consenting Party
had it participated in the well from the beginning of the operations: and

{1ty _300.00 9% of {a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening, Plugging
Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VHLC , and of (b) thal portion
of the cost of newly acquired equipment in the well {to and including the weilhead connections), which would have been chargeable to such
Nen-Consenting Party if it bad participated therein,

Notwithstanding anything to the comtrary in this Article V1.B., if the well does not reach the deepest objective Zone described in
the notice proposing the well for reasons other than the encountering of granite or practically impenctrable substance or other condition in
the hole rendering further operations impracticable, Operator shall give notice thereof to each Non-Consenting Party who submitied or
voted for an alternative proposal under Article VLB.6. to drill the well to a shallower Zone than the deepest objective Zone proposed in the
natice under which the well was drilled, and each such Non-Consenting Party shall have the option to participate in the initial proposed
Completion of the well by paying its share of the cost of drilling the well to its actual depth, calculated in the manner provided in Articte
YiB4. (a). If any such Mon-Consenting Party does not elect to participate in the first Completion proposed for such well, the
relinquishment provisions of this Article ¥1.B.2. (b) shall apply 10 such party's interest.

{c) Reworking, Recompleting or Plugging Back. An election not to participate in the drilling, Sidetracking or Deepening of a
well shall be deemed an election not (o participate in any Reworking or Plugging Back operation propesed in such a well, or poricn

thereof, 1o which the initial non-consent election applied that is conducted at any time prior to full recovery by the Consenting Parties of the
Mon-Consenting Party's recoupment amount. Similarty, an election not to participate in the Completing or Recompleting of a weill shall be
deemed an election not to participate in any Reworking operation proposed in such a well, or portion thereof, 10 which the inital non-
consent election applied that is conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's
recoupment amount. Any such Reworking, Recompleting or Plugging Back operation conducted ducing the recoupiment period shall be
deemed past of the cost of operation of said well and there shall be added to the sums 1o be recouped by the Consenting Parties 300.00___ %
of that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to such Non-
Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is proposed during such
recoupment periad, the previsions of this Article VLB shall be applicable as between said Consenting Parties in said well,

(d} Recoupment Marters, During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of
production, or the proceeds therefrom, Consenting Pasties shall be responsible for the payment of all ad valorem, production, severance,
excise, eathering and other taxes, and all royalty, overriding royalty and other burdens applicable 1o Non-Consenting Party's share of
production not excepted by Article (H C

in the casc of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting Parties shail
be permitied to usc, free of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain
unchanged: and upon abandenmecat of a well afier such Reworking, Sidetracking, Plugging Back, Recompleting or Deepening, the
Consenting Parties shall account for all such equipment to the owners thereof, with cach party receiving its proportionate part in kind or in
value, less cost of salvage.

Within ninery (90) days after the completion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment i and connected 1o the well, and an
itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing. Completing, Recompleting, and equipping the
well for production; or, ai ils option. the operating party, in lieu of an itemized statement of such costs of operation, may subimit a detailed
statement of monthiy bitlings. Each month thereafter, during the time the Consenting Parties are being reimbursed as provided above, the
party conducting the operations for the Consenting Parties shall furnish the Non-Consenting Parties with an iternized statement of all costs
and liabilities incurred in the aperation of the well, together with a statement of the quantity of Oil and Gas produced from it and the
amount of proceeds realized from the sale of the well's working interest production during the preceding month. In determining the quantity
of Oil and Gas produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or
periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such
operztion which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the total unreturned
casts of the work done and of the equipment purchased in determining when the interest of such Non-Consenting Party shall revert to it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party

[f and when the Consenting Partics fecover from a Non-Consenting Party's relinguished interest the amounts provided for above,
the relinquished interests of sueh Non-Censenting Party shall automatically revert to it as of 7:00 am. on the day following the day on
which such recoupment occurs, and, from and afier such reversion, sueh Non-Consenting Party shall own the same interest in such well, the
material and cquipment in or pertaining thereto, and the production therefrom as such Non-Consenting Party would have been entitled 1o
had it participated in the drilling, Sidetracking, Reworking, Deepening, Recompleting or Plugging Back of said well. Thereafter, such Noa-
Consenting Party shall be charged with and shall pay its propostionate part of the further costs of the operation of said well in accordance
with the terms of this agreement and Exhibit "C" attached hereto.

3. Stand-By Costs; When 2 well which has been drilied or Deepened has reached its aulhorized depth and ell tests have been
completed and the results thereof furnished to the parties, or when operations on the well have becn otherwisc terminated pursuant 1o
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Article VLE., stand-by costs incurred pending response to a party's notice proposing a Reworking, Sidetracking, Deepening, Recompleting,
Plugging Back or Completing operation in such a well (including the period required under Article VLB.6 to resolve competing proposals)
shall be charged and bome as par of the drilling or Deepening operation just completed, Stand-by costs subsequent 10 all parties
responding, or expiration of the response time permitted, whichever first occurs, and prior o agreement as to the participating interests of
ali Consenting Parties pursuant to the terms of the second grammatical paragraph of Articie VLB 2. (a), shall be charged 1o and bome as
part of the proposed operalion, but if the proposal is subscquently withdrawn because of insufficient participation, such stand-by costs shall
be allocated between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A” bears t0 the totai
interest as shown on Exhibit "A" of all Consenting Parties.

In the event that notice for a Sidctracking operation is given while the dritiing rig to be utilized is on location, any party
may request and receive up 1o five (5) additional days after expiration of the forty-eight hour response period specified in Article VLB
within which to respond by paying for all stand-by costs and other costs incurred during such extended responsc period; Operator may require
such party 1o pay the estimated stand-by time in advance as a condition to extending the response pertod. If more than one party elects 1o take
such additional time 0 respond 10 the notice, standby costs shall be allocated between the partics taking additional time to respond on a day
to-day basis in the proportion each electing party's interest as shown on Exhibit "A” bears to the total interest as shown on Exhibit "A" of all
the electing parties.

4. Deepening; 1f less than all parties elect to participate in a drilling, Sidewracking, or Deepening operation proposed
pursuant to Article V1.B 1., the interest relinquished by the Nen-Consenting Parties o the Consenting Parties under Article V1.B.2. shall relate
only and be limited 1o the tesser of (1) the total depth actually drilled or (ii) the objective depth or Zone of which the parties were given notice
under Article VI.B 1. {"Initial Objective”™). Such well shall not be Deepened beyond the Initial Objective without first complying with this
Article te afford the Non-Consenting Parties the opportunity to participate in the Deepening operation.

in the evept any Consenting Party desires to drill or Deepen a Non-Consent Weli to 2 depth below the Initial Objective,
such party shall give notice thereof, complying with the requirements of Article VLB.1, to all parties {mcluding Non-Consenting Parties).
Thereupon, Articles VI B.1. and 2 shall apply and all partics receiving such notice shall have the right to participate or not participate in the
Deepening of such well pursuant to said Anticles VIB.1. and 2. If 2 Deepening operation 1s approved pursuant to such provisions, and if any
Non-Consenting Party clects to participate in the Deepening operation, such Non-Consenting party shall pay or make teimbursement {as the
case may be) of the following costs and expenses.

{a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities, such Nen-Consenting Party shall pay (or reimburse Consenting Parties for, as the case may be) that share of costs and expenses
incurred in connection with the drilling of said well from the surface to the [nitia) Objective which Non-Consenting Party would have paid
had such Nen-Consenting Party agreed 1o participate therein, plus the Non-Consenting Party's share of the cost of Deepening and of
participating in any further operations on the well in accordance with the other provisions of tns Agreement, provided, however, all costs for
testing and Completion or anempted Completion of the weil incurred by Consenting Parties prior o the point of actual operations to Deepen
beyond the Initial Objective shall be for the sole account of Consenting Parties.

(b) If the proposal is made for a Non-Consent Weil thar has been previously Completed as a well capable of producing
in paying quantities, but is no longer capable of producing in paying quantities, such Non-Consentmng Party shall pay (or reimburse
Consenting Parties for, as the case may be) its propertionate share of all costs of drilling, Completing, and cquipping said well fiom the
surface (o the lnitial Objective, calculated in the manner provided in paragraph (a) above, less those costs recouped by the Consenting Parties
from the sale of production from the weil. The Noa-Consenting Party shall also pay its proportionate share of all costs of re-entering said well.
The Non-Consenting Parties' proportionate part (based on the percentage of such well Non-Consenting Pasty would have owned had it
previously participated in such Non-Consent Well} of the custs of salvable materials and equipment remaining in the hole and salvable surface
equipment used in connection with such well shall be determined in accordance with Exhibit “C * if the Consenting Parties have recouped the
cost of drilling, Completing, and equipping the well at the time such Deepening operation is conducted, then a Non-Consenting Party may
participate in the Deepening of the well with no payment for costs incurred prior to re-entering the well for Deepening

The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non-Consent Weil prior
to the drilling of such well to its Initial Objective without the consent of the other Consenting Parties as provided in Article VLF.

This Article VLB 4 shall not apply to Deepening operations within an existing Lateral of 2 Horizontal Well.

5. Sidetracking: Any party having the right to participate in 2 proposed Sidetracking operation that does not own an
interest in the affacted wellbore at the time of the notice shall, upon clecting to participate, tender to the wellpore owners its proportionate
share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing weltbore 1o be utilized as follows:

(a) If the proposal is for Sidetracking an cxisting dry hole, reimbursement shall be on the basis of the actual costs
incusred in the initial drilting of the well down 1o the depth at which the Sidetracking operation is initiated

(b} [f the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such party's proportionate share of drilling and equipping costs incwired in the initial drilling of the weil down to the depth at which the
Sidetracking operation is conducted, catculated in the manner described in Asticle VIB 4(b) above Such party's proportionate share of the
cost of the well's salvable materials and equipment down to the depth at which the Sidetracking operation is initiated shall be determined in
accordance with the provisions of Exhibit "C."

This Article VIB.5, “Sidetracking,” shall not apply to operations in an existing Lateral of a Horizontal Well.

6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, if any panty desires Lo propose
the conduct of an eperation that conflicts with @ proposal that has been made by a party under this Article VI, such party shall have fifteen

(15) days from delivery of the initial proposal, in the case of a proposal to drill 2 weli of to perform an operation on a well where no drilbing
7ig is on location, or twenty-four {24) hours, exclusive of Saturday, Sunday and legal holidays, from delivery of the mitial proposal, if a
drilling fig is on location for the well on which such operation is to be conducted, 1o deliver 1o alt parties entitled to participate in the proposed
operation such party's altemative proposal, such aliemate proposal to contain the same information required 1o be included in the inital
proposal. Each party receiving such proposals shail clect by delivery of notice to Operator within five (5) days after expiration of the proposal
period, or within twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that 1§
the subject of the proposals, to participate i one of the competing proposals. Any party not electing within the time required shall be deemed
not to have voted The proposal receiving the vote of parties owning the largest aggregate percentage inierest of the parties voting shall have
priority over all other competing proposals; in the case of a tic vote, the initial proposal shali prevail Operator shall deliver notice of such
resuit 1o all parties entitied to participate in the operation within five (5) days after expiration of the election period {or within twenty-four (24)
houss, exclusive of Saturday, Sunday and legal holidays, if a drilling rig is on location}. Each party shall then have two (2} days {or twenty
four (24) hours if a rig is on location) from receipt of such notice to elect by delivery of notice to Operator to participate in such operaiion of
to relinquish interest in the affected well pursuant to the provisions of Article V1.B.2,; failure by a party to deliver notice within such period
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shall be deemed an elcction pot to participate in the prevailing proposal

7. Conformity 1o Spacing Pattern. Notwithsianding the provisions of this Article VLB.2, it is agreed that no wells shall be
proposed to be drilled to or Completed in of produced from a Zone from which 2 well located elsewhere on the Contract Area is producing,
uniess such well conforms to the then-existing well spacing pattern for such Zone.

8. Paving Wells, No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or Sidetracking
operation under this agreement with respect to any well thea capable of preducing in paying quantities except with the consent of all parties
that have not relinguished interests in the wetl at the time of such operation.

9 Spudder Rigs.

(2} Within Approved Horpengsl Well proposals (Le. proposals which include an spproved AFE). If an approved Horizontal
Weil proposal provides that a Spudder Rig shall be utilized, and Operator desires 1o extend the proposed Horizontal Rig Move-On Peried,
Operator may obtain one or more extensions, each for a peciod of time not 10 exceed 30 days only upon notice and the affirmative vote
of not less than 60.00 % in interest of the Consenting Partics to the drilling of the proposed well.

{b) Not Within Approved Horizontal Well proposals. If an approved Horizontal Well proposal does not provide that a Spudder
Rig may be utilized, and Operator subsequently desires to utilize a Spudder Rig, Operator may utilize 2 Spudder Rig upon notice o the
Drilling Parties {which notice shall inctude a Horizontal Rig Move-On Period} and the affirmative vote of not less than __ 6000 %ain
interest of the Consenting Parties. Extension(s) of the Horizontai Rig Move-On Period may be requested by Operator m the same manner as
provided in Article V1.B.9.{a) immediately above.

(¢} Eailure to meet Horizontal Rig Move-On Period. If a rig capable of driiling a Horizontal Well 1o its Total Measured Depth
has not commenced operations within the Horizontal Rig Move-On Period, or any approved extension(s) thereof, uniess _ 6000  %in
interest of the Consenting Parties agree 1o abandon the operation, Operator shall re-propose the well in the manner provided in Article V1B
of this agreement. Any party who was a Non-Consenting Party lo the original drilling proposal shail be entitled to a new election, Costs of
the operation, incurred both before and afier such re-proposal, shall be bomne as follows:

{1} Operator shall promptly reimburse all unused funds previously advanced for the drilling of the well to each party who
advanced such unused funds,

(2y If the well’s drilling operations are subscquently resumed, all costs, whether incurred before or afier the re-proposal,
shail be bome by the Consenting Parties to the re-proposed well, and, the Consenting Parties shall propontionately reimburse each party
who consented 16 the original proposal but did net consent 1o the re-proposal such party’s share of costs incurred prior to the re-proposal.

(3} If the weil's drilling operations are not subsequently resumed pursuant 10 a re-proposal as herein provided, all costs
incurred prior to the re-proposal, and all costs of abandonment, shall be bome and paid by the original Conscnting Parties.

(d) Commencement of Operations For purposes of Article VLB, and subject to the provisions of this sub-section 9, the date a
Spudder Rig commences aciual drilling operations shali be considered the commencement of driliing operations of the proposed well.
10, Multi-well Pads. [f muhiple Horizontal Wells are drilied or proposed to be drilled from 4 single pad or location, the costs of
such pad or location shall be allocated, and/or reallocated as necessary, to the Consenting Parties of each of the wells thereon.
C. Completion of Wells; Reworking and Plugging Back:
1. Completion: Without the consent of all parties, no well shall be drilled, Decpened or Sidetracked, except any well drilled,
Decpened or Sidetracked pursuant 1o the provisions of Article VI B 2. of this agreement. Consent to the drilling, Deepening or Sidetracking
shall include:
& Qption No. 1. All necessary expenditures for the drilling, Deepening or Sidetracking, testing, Completion and equipping
of the Well, inciuding tankage and/or surface facilities

Notwithstanding anything te the contrary, including the selcction of Option 2 above, or anything eise in this agreement, Opticn
1 shalt apply to all Horizontal Welts.

2. Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursvant to the provisions of Article VIB.2. of this agreement, Consent to the Reworking, Recompleting or
Plugging Back of a well shall include all necessary expenditures in conducting such operations and Completing and equipping of said well,
including necessary tankage andfor surface facilities




R T - R R A L

e e T R
Lol R R R T =)

20

A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 (Horz.)

D. Other Operations:

Operator shall not undertake any single project reasonably estirmated 1o require an expenditure inexcess of _ seventy-five
thousand Dollars (37500000 except in connection with the drilling, Sidetracking, Rewerking, Deepening,
Completing, Recompleting or Plugging Back of a well that has been previously authorized by or pursuant to this agreement; provided,

however, that, in case of explosion, fire, flood o other sudden emergency, whether of the same or different nature, Operator may take such
steps and incur such expenses as in it opinion are required to deal with the emergency o safeguard life and property but Operator, 23
prompily as possible, shall report the emergency to the other parties, If Operator prepares an AFE for ns own use, Operator shall fumish
any Non-Operalor so requesting an information copy thereof for any single project costing in excess of _one hundred thousand

—— Deollars {5___100.000.00 ). Any party who has not relinquished its interest in
a well shall have the right to propose that Operator perform repair work or underiake the installation of antificial lift equipment or anciliary
production facilities such as salt water disposal wells or 1o conduct additional work with respect to a well drilied hereunder or other similat

project {but not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall be
governed by separate agrecment between the parties) rcasonabiy estimated to require an expenditure in excess of the amount first set forth
above in this Article V1 D. (except in connection with an operation required to be proposed under Articles VLB.1. or VILC 1. Option No. 2,
which shall be governed exciusively be those Articles). Operator shall deliver such proposal to all parties entitled 1o participate therein. If
within thirty (30) days thereof Operator secures the writien consent of any party or parties owning at least 6000 % of the interests
of the parties entitled to participate in such operation, each party having the right to participate in such project shall be bound by the terms
of such proposal and shall be obligated to pay its proportionate share of the costs of the proposed project as if 1t had consented to such
project pursuant to the terms of the proposal

E. Abendonment of Wells:

i Abandonment of Dry Holes: Except for any well drilled or Deepened pursuant to Article VLB.2., any well which has been
drilled or Deepened under he terms of this agreement and is proposed to be completed as a dry hole shall not be pi ugged and abandoned
without the consent of all parties. Should Operator, afier diligent effort, be unable 10 contact any pasty, or should any party fail o reply within
forty-cight (48) hours {exclusive of Saturday, Sunday and legal holidays) after delivery of notice of the proposal to plug and abandon such
well, such party shall be deemed to have consented to the proposed abandonment. A3l such wells shall be plugged and abandoned in
accordance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or Deepening
such well. Any party who objects to plugging and abandonng such well by notice delivered to Operator within forty-eight (48} hours
{exclusive of Saturday, Sunday and legal holidays) after delivery of notice of the proposed plugging shall iake over the well as of the end of
such forty-sight (48) hour notice period and conduct further operations in search of il andfar Gas subject 1o the provisions of Article VLB,
failure of such party to provide proof reasonably satisfactory to Operater of its financial capability to conduct such aperations or 1o take over
the well within such period or thereafier to conduct operations on such well or plug and abandon such well shall entitle Operator o retam or
take possession of the wefl and plug and abandon the well. The party taking over the well shall indemnify Operator (if Operator 15 an
abandoning party) and the other abandoning parties against liability for any further operations conducted on such well except for the costs of
plugging and abandoning the well and restoring the surface, for which the abandoning parties shall rernain proportionately Hable.

2. Abendonment of Wells That_Have Produced: Except for any well in which a2 Non-Consent operation has been

conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed
as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonment, the well shall
be plugged and abandened in accordance with applicable regulations and at the cost, risk and expense of all the partics hereto. Failure of a
party to teply within sixty (60) days of delivery of notice of proposed abandonment shall be deemed an election to consent 1o the proposal. If,
within sixty {60} days after delivery of notice of the proposed abandonment of any well, all parties do not agree to the abandenment of such
well, those wishing to continue its operation from the Zone then open to production shall be obligated to take over the well as of the expiration
of the applicable notice period and shall indemnify Operator (if Opcrator is an abandoning party} and the other abandoning parties against
fiability for any further operations on the well conducted by such parties. Failure of such party or paries © provide proof reasonably
satisfactory to Operator of their financial capability to conduct such operations o to take over the well within the required period or thereafter
te conduct operations on such well shall entitle operator to retain or take possession of such well and plug and abandon the well.

Parties taking over a well as provided herein shall tender to each of the other parties its proportionate share of the value of
the well's salvable material and equipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost of salvaging
and the estimated cost of plugging and abandoning and restoring the surface; provided, however, that in the event the estimated plugging and
abandoning and surface restoration costs and the estimated cost of salvaging are higher than the value of the well's salvable matenal and
equipment, cach of the abandoning parties shall tender to the parties continuing operations their proportionate shares of the estimated excess
cost. Each abandoning party shall assign to the non-abandoning parties, without warranty, express or implied, as to title or as to quantity, or
fitness for use of the equipment and material, all of its interest in the wellbore of the welt and related equipment, together with its interest in
the Leasehold insofar and only insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open 1o
production. If the interest of the abandoning party is or includes and Oit and Gas Interest, such party shall execute and deliver to the non-
abandoning party or parties an oil and gas lease, limited {o the wellbore and the Zong then open to production, for a term of one (1) year and
s long thereafier as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form attached as Exhibit "B." The
assignments or leases so limited shall encompass the Drilling Unit upon which the well is focated. The payments by, and the assignmenis ot
feases to, the assignees shali be in a ratio based upon the reiationship of their respective percentage of participation in the Contract Area to the
aggregate of the percentages of participation in the Contract Area of all assignees. There shiall be no readjustment of interests in the remaining
portions of the Contract Area.

Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production
from the well in the Zone then open other than the royalties retatned in any Jease made under the terms of this Article. Upon request, Operator
shall continue 1o operate the assigned well for the account of the non-abandoning parties at the rates and charges contemplated by this
agreement, pius any additional cost and charges which may arise as the resuit of the separate ownership of the assigned well. Upon proposed
abandonment of the producing Zone assigned or leased, the assignor or lessor shall ther have the option to repurchase its prior interest in the
well (using the same valuation formuia) and participate in further operations therein subject o the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Amicle VLE.L. or VLEZ above shall be applicable as
between Consenting Parties in the event of the proposed abandonraent of any well excepted from said Articles; provided, however, no well
shall be permanently plugged and abandoned unless and unti) all parties having the night o conduct further operations therein have been
notified of the proposed abandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this
Article VIE. and provided further, that Non-Consenting Parties who own an interest in a portion of the well shall pay their proportionate
shares of abandonment and surface restoration cost for such well as provided in Article VI.B.2.{b).

-10-
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F. Termination of Operations:

Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Pl ugging Back, Deepening, tesung,
Completion or plugging of a well, including but not limited to the [nitial Well, such operation shall not be terminated without consent of
parties bearing 6000 % of the costs of such operation: provided, however, that in the event granite or other practically impenetrable
substance of condition in the hole is encountered which renders further operations impractical, Operator may discontinue operations and
give notice of such condition in the manner provided in Articic V1.B.1, and the provisions of Article VLB or VLE. shall thercafter apply 1o
such operation, as appropriate.

G. Taking Production in Kind:
Option No. 1: Gas ]}}lgl"%nﬁ;g%gh%reemem Attached

Each pasty shall / take in kind or separately dispose of its proportionate share of all Oil and Gas produced from the Contract Area,
exclusive of production which may be used in development and producing operations and in preparing and treating Qil and Gas for
marketing purposes and production unaveidably lost. Any extra expenditure incurred in the taking in kind or separate disposition
by any party of its proportionate share of the production shall be bome by such party. Any party taking tts share of production m
kind shall be required 10 pay for only its proportionate share of such part of Operator's surface facilities which it uses.

Each paty shall execute such division orders and contracts as may be necessary for the sale of its interest in production from the
Contract Area, and, except as provided in Article VILB., shall be entitled 10 receive payment directly from the parchaser thereof
for its share of all production

if any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate share of the Oil
produced from the Contract Area, Operator shall have the right, subject 1o the revocation at will by the party owning it, but not the
obligation, to purchase such Oil or sell it to others at any time and from time 1o time, for the account of the non-taking party. Any
such purchase or sale by Operator may be terminated by Operator upon at least ien {10} days written notice to the owner of said
production and shall be subject always to the right of the owner of the production upon at least ten {10} days writien notice 16
Operator to exereise at any Hime s right to take in kind, er separately dispose of, its share of all Qil not previousiy delivered to a
purchaser. Any purchase or sale by Operator of any other party's share of Oil shall be only for such reasonable periods of tme as
are consistent with the minimum needs of the indusicy under the particular circumstances, but in no event for a period in excess of
one (1) year

Any such sale by Operator shali be in 2 manner commercially reasonable under the circumstances but Operator shall have no
duty 1o share any existing market or to obtain a price equal to that received under any existing market. The sale or deiivery by
Operator of a non-taking party's share of Oit under the terms of any existing contract of QOperator shall not give the non-taking
party any intercst in or make the non-taking party a party to said contract. No purchase shall be made by Operator without first
giving the non-taking party at least ten (10) days written notice of such intended purchase and the price to be paid or the pricing
basis o be used.

Al parties shal give timely written notice 1o Operator of their Gas marketing arrangements for the following month, excluding
price, and shall notify Operator immediately in the cvent of a change in such arrangements. Operator shall maintain records of all
marketing arrangements and of volumes actually sold or transported, which records shall be made available o Non-Operators upon
reasonable request.

in the event one of more parties’ separate disposition of its share of the Gas causes split-stream deliveries 1o separate pipelines
and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective propertion- ate share of
tota) Gas sales to be allocated to it, the batancing or accounting between the parties shall be in accordance with any Gas balancing
agreement between the parties herete, whether such an agreement is attached as Exhibit “E" or is a separate agreement. QOperator
shall give notice to all parties of the first sales of Gas trom any well under this agreement.

-11-
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ARTICLE VIIL
EXPENDITURES AND LIABILITY OF PARTIES
A, Liability of Parties:

The lability of the parties shall be several, not joint or collective. Each party shall be responsible oniy for its obligations, and
shall be liable only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the parties in Asticte VILB. are given to secure only the debts of each severally, and no party shall have any liability to third paruies
hereunder to satisfy the default of any other party in the payment of any expense or obligation hereunder. It is not the intention of the
parties to create, nor shail this agreement be construed as creating, 2 mining or other partnership, joint venture, agency relationship or
association, of to render the parties liable as partners, co-venturers, or principals. In their selations with each other under this agreement, the
parties shal} not be considered fidueiaries or to have established 2 confidential relationship but rather shall be free to act on an anm's-length
basis in accordance with their own respective self-interest, subject, however, to the obligation of the parties to act in good faith in their
dealings with each other with respect 1o activities hereonder,

B. Liens and Security Interests: See Article XVILO. for additional provisions.

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafier acquires i Oil and Gas Leases and
Ol and Gas Interesis in the Contract Area, and a security inferest and/or purchase moncy security interest in any interest it now owns of
hereatter acquires in the personal property and fixiures on or used of obtained for use in connection therewith, to secure performance of ali
of its obligations under this agreement including but not limited 1 payment of expense, interest and fees, the proper disbursement of alt
monies paid hereunder, the assignment of relinquishment of interest in Oil and Gas Leases as required hereunder, and the proper
performance of operations hereunder, Such lien and security interest granted by each party hereto shall include such pary's leaschold
interests, working interests, operating rights, and royalty and ovemiding royalty interests in the Contract Area now owned of hereafier
acquired and in lands pooled or unitized therewith or otherwise becoming subject to this agreement, the Oil and Gas when extracied
therefrom and equipment situated thereon or used or obtained for use in connection therewith (including, without limitation, all wells, tools,
and tubular goods), and accounts {including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at
the welihead), contract rights, inventory and general intangibles relaring thereto or arising therefrom, and all proceeds and products of the
foregoing,

To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recording
suppiement and/or any financing statement prepared and submitted by any party hereto in conjunction herewith or at any time following
execution hereof, and Operator is authorized 1o file this agreement or the recording supplement executed herewith as a lien or morigage in
the applicable real estate records and as a financing statement with the proper officer under the Uniform Commercial Code in the state in
which the Contract Area is sitvated and such other states as Operator shall deem appropriate to perfect the security interest granted
hereunder Any parly may file this agreernent, the recording supplesnent executed herewith, or such other documents as it deems necessary
as a lien or morigage in the applicable ceal estate records and/or a financing staterment with the proper officer under the Uniform
Commercial Code.

Each party represents and warrants (o the other parties hereto that the lien and security interest granted by such party to the other
parties shall be a first and prior lien, and each party hereby agrees to maintain the prionty of said lien and secunity interest against all
persons acquiring an interest tn Ol and Gas Leases and Interests covered by this agreement by, through or under such party. All parties
acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement, whether by assignment, merger, mortgage,
operation of law, or otherwise, shall be deemed to have aken subject 1o the lien and security interest granted by this Article VILB. as to all
obligations attributable to such intercst hereunder whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have a security interest under the Unitorm Commercial Code of the state in which the Contract Area is
situaied, they shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of 2 suit and the
obtaining of judgment by a party for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien rights
of seourity interest as security for the payment thereof. In addition, upon default by any party in the payment of its share of expenses,
inerests or fees, or upon the improper use of funds by the Operator, the other parties shall have the right, without prejudice to other nghts
or remedies, 0 collect from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed
by such party. plus interest as provided in “Exhibit C," has been received, and shall have the right to offset the amount owed against the
proceeds from the sale of such defaulting party's share of Oil and Gas A purchasers of production may rely on a notification of default
from the non-defaulting pacty or parties stating the amount due s a result of the default, and all parties waive any recourse available against
purchasers for releasing production proceeds as provided in this paragraph.

[f any party fails to pay its share of cost within onc hundred twenty (120} days after rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the properiion that the
interest of cach such party bears t the interest of all such parties. The amount paid by cach party so paying its share of the unpaid amount
shall be secured by the liens and sccurity rights described in Arhiele VILB, and each paying party may independently pursue any remedy
available hereunder or otherwise,

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure or
execution proceedings pursuant to the provisions of this agreement, to the extent allowed by goveming law, the defaulting party waives any
available right of redemption from and after the datc of judgment, any required valuation or appraisement of the morgaged or secured
property prior to sale, any available right o stay execution of to require a marshaling of assets and any required bond in the event a TECEIVET
is appointed. In addition, to the extent permitied by applicable law, each party hereby grants to the other parties 2 power of sale as to any
property that is subject to the lien and security rights granted hercunder, such power to be exercised in the manner provided by applicable
law or otherwise m a commercially reasonable manner and upon reasonable notice.

Each party agrees that the other parties shali be entitled to vtilize the provisions of Oif and Gas lien Taw or other lien law of any
state in which the Contract Area is situated to enforce the obligations of each party hereunder. Without limiting the generality of the
foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or utilize the mechanics’ of
materialmen’s lien law of the state m which the Contract Area is situaled in order to secure the payment to Operator of any sum due
hereunder for services performed or materials supplied by Operator
. Advances:

Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other parties
payment in advance of their respective shares of the estimated amount of the expense 10 be incurred in operations hereunder during the next
succeeding month, which right may be excrcised only by submission to each such party of an itemized statement of such estimated expense,
together with an invoice far its share thereof. Each such statement and invoice for the payment in advance of estimaied expense shall be
submitied on or before the 20th day of the next preceding month. Each party shall pay 1o Operator its proportionate share of such estimate

-12-
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within fifleen (15} days afier such estirate and invoice is received. If any party fails to pay its share of said estimate within said time. the
amount due shall bear interest as provided in Exhibit “C* until paid. Proper adjustment shall be made monthly between advances and actual
expense to the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Defaults and Remedies:

If any party fails to discharge any financial obligation under this agreement, ncluding without limitation the failure to make any
advance under the preceding Article VILC. or any other provision of this agreement, within the period required for such payment
hereunder, then in addition to the remedies provided in Asticle VII B or elsewhere in this agreement, the remedies specified below shall be
apphicable. For purposes of this Article VILD., all notices and elections shall be delivered only by Operator, except that Operatgr shall
deliver any such notice and election requested by 2 non-defaulting Non-Operator, and when Operator is the party in default, the applicable
notices and elections can be delivered by any Nom-Operator. Election of any one or more of the following remedies shall not preclude the
subsequent use of any other remedy specified below or otherwise available to @ non-defaulting party.

1. Suspension of Rights: Any party may deliver to the party in defanlt a Notice of Default, which shall specify the default,
specify the action 1o be taken to curc the default, and specify that failure to take such action will result in the exercise of one or more of the
remedies provided in this Article. [f the default is not cured within thirty (30) days of the delivery of such Notice of Default, all of the rights
of the defaulting party granted by this agreement may upon notice be suspended until the default is cured, withowt prejudice to the right of
the non-defaulting party or parties to continue (o enforce the obligations of the defaulting party previously accrued or thereafter accruing
under this agreement If Operator is the party in defauli, the Non-Operators shall have in addition the right, by vote of Non-Operators
owning a majority in interest in the Contract Area after excluding the votng interest of Operator, to appoint a new Operator effective
immediately. The rights of a defaulting party that may be suspended hereunder at the election of the non-defaulting parties shall include,
without limitation, the right to receive information as to any operation conducted hereunder during the period of such defauls, the right to
elect to participate in an operation proposed under Article VIB. of this agreement, the right to participate in an operation being conducted
under this agrcement even if the party has previously elected to participate in such operation, and the right to receive proceeds of
production from any well subject to this agreement.

2. Suit_for Damages: Non-defaulting parties or Operator for the benefit of noa-defaulting parties may sue (at joint account
expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default until the date of
collection at the rate specified in Exhibit "C" attached hereto. Nothing herein shall prevent any party from suing any defaulting party to
collect consequential damages accruing 1o such party as a result of the default.

3. Deemed Non-Consent; The non-defauiting party may deliver 2 written Notice of Non-Consent Election to the defaulting
party at any time afier the expiration of the thiny-day cure period following delivery of the Notice of Default, in which event if the biiling 15
for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a well which is 10 be or has been plugged as a
dry hole, or for the Completion or Recompletion of any well, the defaulting party will be conclusively deemed to have elected not 1o
participate in the operation and to be a Non-Consenting Party with respect thereto under Article VIB. or VI.C., as the case may be, o the
extent of the costs uppaid by such party, notwithstanding any election to participate theretofore made 1f election is made to proceed under
this provision, then the non-defaulting parties may not elect to sue for the unpaid amount pursuant to Asticle VILD.2.

Until the delivery of such Notice of Non-Consent Election to the defauiting party, such party shall have the right to cure its
default by paying its unpaid share of cosis plus interest at the rate set forth in Exhibit “C," provided, however, such payment shail not
prejudice the rights of the non-defaulting parties to pursue remedies for damages incured by the non-defaulting parties as a result of the
default Any interest relinquished pursuant 1o this Article VLD 3 shall be offered to the non-defaulting parties in proportion to their
interests, and the non-defaviting parties electing o participate in the ownership of such interest shall be required 1¢ contribute their shares
of Lthe defavited amount upen their election (o participate theremn

4 Advance Pavment: If a default is not cured within thirty (30} days of the delivery of a Notice of Default, Operator, or Non-
Operators if Operator is the defaulting party, may thereafier require advance payment from the defaulting party of such defaulting party's
anticipated share of anv item of expense for which Operator, or Non-Operators, as the case may be, would be entitied to reimbursement
under any provision of this agreement, whether or not such expense was the subject of the previous defauil, Such right includes, but is not
Jimited to, the right to require advance payment for the estimated costs of drilling a well or Completion of a well as 10 which an election to
participate in dritiing or Completion has been made. If the defaulting party fails to pay the required advance payment, the non-defaulting
patties may pursue any of the remedies provided in this Aticle VILD. or any other default remedy provided glsewhere in this agreement,
Any excess of funds advanced remaining when the operation is completed and all costs have been paid shall be promptly retumed to the
advancing pany

5. Costs_and Attomneys' Fees: In the event any party is required to bring legal proceedings to enforce any financial obligation of a
party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of collection, and 2 reasonable
attorney’s fee, which the lien provided for herein shall atso secure.

E. Rentals, Shut-in Well Payments and Minimom Royslties:
Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the

party or parties who subjected such lease to this agreement at its of their expense. In the event two or more parties own and have
contributed imerests in the same lease o this agreement, such parties may designate one of such parties to make said payments for and on
behalf of ail such partics. Any party may request, and shall be entitled to receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shut-in well payment er minimum royalty through mistake or oversight where such payment
is required to continue the lease in force, any loss which results from such non-payment shall be borne in accordance with the provisions of
Article TV.B.2,

Operator shall notify Non-Operators of the anticipated completion of a shat-in well, or the shutting in or retum 1o production of
a producing well, at least five (5) days (excluding Saturday, Sunday, and iegal holidays) prior to taking such action, or at the earliest
opportunity permitted by circumstances, but assumes no liability for failure to do so. In the event of failure by Operator to so notify Non-
Operators, the ioss of any lease contributed hereto by Nen-Operators for failure to make timely payments of any shut-in well payment shall
be borne jointly by the partics hereto under the provisions of Article TV.B.3.

F. Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all property
subject to this agreement which by law should be rendered for such taxcs, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior 1o the rendition date, each Non-Operator shail fumish Operator information as to burdens (o include, but not be
limited 1o, royalties, avemriding royalties and production paymenss) on Leases and O and Gas Interests contributed by such Non-Operator
If the assessed valuation of any Lease is reduced by reason of its being subject to outstanding excess royalties, overriding royalties of
production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or owners of such Lease,
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and Operator shall adjust the charge to such owner of owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based
in whole of in part upon separate valuations of each party's working interest, then notwithstanding anything to the contrary herein, charges
to the joint account shall be made and paid by the partics hereto in accordance with the tax value generated by each party's working interest.
Operator shall bill the other parties for their proportionate shares of alf tax payments in the manner provided in Exhibit "C "

If Operator considers any tax assessment improper, Operator may, at is discretion, protest within the time and manner
preseribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final
determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes and
any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for the joint
account, together with any interest and penaity accrued, and the total cost shali then be assessed against the parties, and be paid by them, as
provided in Exhibit "C."

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with
respect to the production or handling of such party’s share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A, Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shail not be sumendercd in whole

or i part unless all parties consent theveto.
within the Coniract Area

However, should any party desire 1o surrender its inferest in any Lease / or in any portion thereof, such party shall give written
notice of the proposed surrender (o all parties, and the parties to whom such notice is delivered shall have thirty (30) days after delivery of
the notice within which 1o notify the party proposing the surender whether they elect to consent thereto, Failure of 2 party to whom such
notice is delivered to reply within said 30-day period shall constitute 2 consent 1o the sumender of the Leases described in the notice. If all
parties do not agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of titie, all of s
interest in such Lease, or pertion thereof, and any well, matenial and equipment which may be located thereon and any rights in production
thereafter secured, t the parties not consenting to such surrender. 1f the intcrest of the assigning party is or includes an Oil and Gas Interest,
the assigning party shall execute and deliver to the party or parties not consenting to such surrender an oit and gas lease covermg such Qil
and Gas Interest for 2 temm of one (1) year and so long thereafter as Oil andfor Gas is produced from the land covered thereby, such lease to
be on the form atlached hereto as Exhibit "B." Upon such assignment or lease, the assigning party shall be relieved from all obligations
thereafter accruing, but not theretofore accrued, with respect to the interest assigned or leased and the operation of any well attributable
thereto, and the assigning party shali have no further interest in the assigned or leased premises and its equipment and production other than
the royalties retained in any lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor
the reasonable salvage value of the laner's interesi in any well’s salvable materials and equipment aftributable to the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C," less the
estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If such valve is less than such
costs, then the party assignor or lessor shall pay to the party assignee of lessee the amount of such deficit. If the assignment of lease s in
favor of more than one party, the interest shall be shared by such parties in the proportions that the interest of each bears to the total interest
of all such parties. If the interest of the parties to whom the assignment is 1o be made varies according to depth, then the interest assigned
shall similarly reflect such variances

Any assignment, lease of surrender made under this provision shall not reduce or change the assignor's, lessor's or surendenng
party's interest as it was immediately before the assignment, lease o surrender in the balance of the Contract Area; and the acreage
assigned, leased or sumendered, and subscquent Operanogs Liaggeogiheljslail not thereafter be subject to the terms and provisions of this
agreement bust ghall be deerned subiedt to an Operating Agreement / this agreement and modified only to reflect the ownership of the acquiring
pariics and their respectnie sfcroslh
B. Renewal or Extensien of Leases:

if any party secures a renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement. then all other parties
shall be notified promptly upon such acquisition or, m the case of a replacement Lease taken before expiration of an exisung Lease,
prompily upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following delivery
of such notice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease affects lands
within the Contract Area. by paying to the party who acquired it their proportionate shares of the acquisition cost allocated to that part of
such Lease within the Contract Area, which shall be in proportion to the interest held at thai time by the parties in the Contract Area. Each
party who participates in the purchase of a renewal or replacement Lease shall be given an assignment of its proporiionate interest therein
by the acquiring party.

if some, but less than all, of the parties elect to participate in the purchase of a renewal or replacement Lease, it shall be owned
by the parties who clect to participate thersin, in a ratio based upon the relationship of their respective percentage of participation in the
Contract Area to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such
rencwal or replacement Lease The acquisition of a renewal or replacement Lease by any or all of the parties hereto shall not cause a
readjustment of the interests of the parties stated i Exhibit "A." but any renewal or replacement Lease in whlclelnlﬁg%jﬂggn all parties elect 10
participate shall not be subject to this agreernent but shall be deemed subject to a scparate Operaung  Agreement /  this
agreement,

If the interests of the parties in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or replacement Leases and their right 1o receive an assignment of interest shall also reflect such depth variances.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiting Lease or cover only a poriion of its area or an interest thergin. Any renewal or seplacement Lease taken before the expiration of
its predecessar Lease, or taken or contracted for of becoming effective within six (6) months after the expiration of the existing Lease, shall
be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the tme the renewal or replacement
Lease becomes effective; but any Lease taken or contracted for more than six (6) months afier the expiration of an existing Lease shall not
be deemed a renewal or repiacement Lease and shall not be subject to the provisions of this agreement.

The provisions in this Article shall also be applicable to extensions of Oil and Gus Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, it any party contracts for a contribution of cash towards the drilling of a weli or any other
operation on the Contract Area, such comtribution shall be paid 1o the party who conducted the drilling of other operation ang shail be
applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom the
contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the proporions
said Drilling Parties shared the cost of drilling the well, Such acreage shall become a separate Contract Area and, to the extent possible, be
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gaverned by provisions identical to this agreement. Each party shall promptly notify all other parties of any acreage or cash contributions it
may obtain in support of any well or any other operation on the Contract Area The above provisions shall also be applicable t© optional
rights to eam acreage ouiside the Contract Area which are in support of well drifled inside the Contract Area

if any party contracts for any consideration relating to disposition of such party's share of substances produced hereunder, such
consideration shall not be deemed a contribution as contemplated in this Article VIILC,

D. Assignment; Maintenance of Uniform [nterest:

For the purpose of maintaining uniformity of ownership i the Centract Area in the O and Gas Leases, Cil and Gas Interests,
wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other disposition of its interest
in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells, equipment and production vnless such
disposition covers either.

1. the entire interest of the party in all Oil and Gas Leases, Oil and Gas Interests, weils, equipment and production; of

2 an equal undivided percent of the party's present interest in all Ol and Gas Leases, Qil and Gas Interests, wells, equipment
and preduction in the Contract Area.

Every sale, encumbrance, transfer o other disposition made by any party shall be made expressly subject to this agreement and
shall be made without prejudice to the tight of the other parties, and any transferee of an ownership interest n any Oil and Gas Lease or
Interest shail be deemed a party to this agreement as 1o the interest conveyed from and after the effective date of the transfer of ownership;
provided, however, that the other parties shall not be required 10 recognize any such sale, encurnbrance, transfer or other disposition for any
purpose hereunder until thirty (30} days afier they have received a copy of the instrument of transfer or other satsfactory evidence thereof
i writing from the transferor or transteree. No assignment or other disposition of interest by a party shall relieve such party of obligations
previously incurred by such parly hereunder with respect to the interest transferred, including without limitation the obligation of a party 10
pay all costs attributable to an operation conducied hereunder in which such party has agreed 1o participate prior to making such
assignment, and the lien and security interest granted by Article VILB shall continue to burden the interest transferred to secure payment of
any such obligations.

If, at any time the interest of any party is divided among and owned by four of more co-owners, Operator, at its discretion, may
require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive biliings for
and approve and pay such party's share of the joint expenses, and 1o deal generally with, and with power to bind, the co-owners of such
party's interest within the scope of the operations embraced in this agreement; however, all such co- owners shall have the right 10 enter mto
and exceute all contracts of agreements for the disposition of their respective shares of the Oil and Gas produced from the Contract Area
and they shall have the right to reccive, separately, payment of the sale proceeds thereof.

E. Waiver of Rights to Partition:

[f permitted by the laws of the state or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severalty its undivided
inserest therein,

ARTICLE TX.
INTERNAL REVENUE CODE ELECTION

I£, for federal income tax purposes, this agreement and the operations hereunder are regarded as a parmership, and if the parties
have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agreement between them, each party thereby affected
clects 1o be excluded from the application of ali of the pravisions of Subchapter "K," Chapter 1, Subtitle "A," of the Internal Revenue Code
of 1986, as amended ("Code"y, as permitted and authorized by Section 761 of the Code and the regulations promutgated thereunder.
Operator is authorized and directed to execute on behalf of each party hereby affected such evidence of this ¢lection as may be required by
the Secrctary of the Treasury of the United States or the Federal Internal Revenue Service, including specifically, but not by way of
limitation, ali of the retumns, statements, and the data required by Treasury Regulation $1.761, Should there be any requirement that each
party hereby affecied give further evidence of this election, each such party shall execute such documents and furnish such other evidence
as may be required by the Federal Internal Revenue Service or as may be necessary 1o evidence this election. No such party shall give any
notices of take any other action inconsistent with the election made hereby If any present or fumure income tax laws of the state or states in
which the Contract Arca is located or any future income tax laws of the United States contain provisions similar t those in Subchapter "K.,"
Chapter 1, Subtitle “A," of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing election, each such party
states that the income derived by such party from operations hereunder can be adequately determined without the computation of
parinership taxable income.

ARTICLE X.
CLAPMS AND LAWSUITS
Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed __one hundred thousang _ __ Dollars (§__100.00G.00 _Vandif

the payment is in complete semtiement of such claim or suit. If the amount required for settlement exceeds the above amount, the parties
hereto shall assume and take over the further handling of the claim of suit, unless such authority is delegated to Operator. All costs and
expenses of handling settling, or otherwise discharging such claim of suit shall be at the joint expense of the parties participatmg n the
operation from which the claim or suit arises. If a claim is made against any party or if any party is sued on account of any matier arising
from operations hereunder over which such individual has no control because of the rights given Operator by this agreement, such party
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shall immediately notify all other parties, and the claim or suit shall be treated as any other claim of suit invoiving operations hereunder,
ARTICLE XL
FORCE MAJEURE

if any party is rendercd unable, wholly or in part, by foroe majeure 10 carry out its obligations under this agreement, other than
the obligation to indemnify or make money payments or furnish security, that party shall give to all other parties prompt written notice of
the force majeure with reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are
affected by the foree majeurc, shall be suspended during, but no longer than, the continuance of the force majeure. The term "force
majeure,” as here employed, shall mean an act of God, strike, lackout, or other industrial disturbance, act of the public enemy, war,
blockade, public riot, lightening, fire, storm, flood of other act of nature, explosion, govemmental action, govermmenial delay, restraint or
inaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above or othenwise, which is not
reasonably within the control of the party claiming suspension.

The affected party shall use all reasonable diligence w remove the force majeure situation as quickiy as practicable. The
requirement that any force majeure shali be remedied with all reasonable dispatch shail not require the setlement of strikes, lockouts, or
ather labor difficulty by the party invoived, coalrary 10 its wishes; how afl such difficulties shail be handled shall be entirely within the
discretion of the party concemed.

ARTICLE XIL
NOTICES
Al notices authorized of required between the parties by any of the provisions of this agreement, unless otherwise specifically
. . L. . . ) elecéon;c mall ?e-mznl?_ .

provided, shall be in writing and delivered in person or by United States mail, / courier service, telegram, telex, tclecopier or any other form
of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on Exhibit "A." All telephone or oral notices
permitted by this agreement shall be confirmed immediately thereafier by written notice. The originating notice given under any provision
hereof shall be deemed delivered only when received by the party to whom such notice is directed, and the time for such party to deliver
any notice in response thereto shall run from the date the originating notice is received. "Receipt” for pumoses of this agreement with
respeet B0 wistien nolice delivered hereunder :tlm!-_l_l:w actusl delivery of the notice to the address of the party 1o be notified specified in

i £ ) . .
socordamce ath thet agreement, or 5o e | B TCE'-:I;I!._ facsimile or telex machine of such party. The second or any respopsive notice shall be
electronic mai} e-rmzn})I .
elex,

deemed delivened when deposited in the United Stanes mail ar at the office of the courier or telegraph service, or upon iransmttal by
telecopy or facsimile, or when personally delivered to the paﬂ/ © b,? notified, provided, that when response is required within 24 or 43
elecironic mail {e-

hours, such response shall be given orally or by ielcphone, / telex, rtrtleﬁwpy or other facsimiie within such period. Each party shall have the
right to change its address a1 any time, and from time to time, by giving writien notice thereof to all other parties 1f a party is not available
to receive notice orally of by telephone when a party attempts to deliver a notice required to be delivered within 24 or 48 hours, the notice
may be delivered in writing by any other method specified hercin and shall be deemed delivered in the same manner provided above for
any 1esponsive notice,
ARTICLE XXIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the Oil and Gas Leases andfor Oit ang Gas interests subject hereto for
the period of time selecied below; provided, however, no paty hereto shall ever be construed as having any right, title or interest in or 10
any Lease or Qil and Gas [nterest contributed by any other party beyond the term of this agreement.

Option No. 2; Tn the event the well described in Articte VLA, or any subsequent well drilled under any provision of this
agreement, resulis in the Completion of a well as a well capabie of production of Oil and/or Gas in paying quantities, this
agreement shall continue in foree so long as any such well is capable of production, and for an additional period of _IRD
days thereafter; provided, however, if, prior to the expiration of such additional period, one or more of the parties hereto are
engaged in drilling, Reworking, Deepening, Sidetracking, Plugging Back, testing or attempting to Complete or Re-complete a
well or weils hereunder, this agreement shall continue in force until such operations have been completed and if production
results therefrom, this agreement shall continue in force as provided herein. In the event the well described m Article VILA, or
any subsequent well drilled hereunder, results in a dry hole, and no other well is capable of producmg Oil and/or Gas from the
Contract Area, this agreement shall terminate unless drilling, Deepening, Sidetracking, Completing, Re- completing, Plugging
Back or Reworking operations are commenced within 186 days from the date of abandonment of said well “Abandonment”
for such purposes shall mean either (i} a decision by ail parties not to conduct any further operations on the well or (1) the
elapse of 180 days from the conduct of any operations on the well, whichever first oocurs
The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any

remady therefor which has accrued or attached prior to the date of such termination.

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the evemt a memorandum of this
Qperating Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a notice of
termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, bpon request of Operator, if
Operator has satistfied all its financial obhigations.

ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS
A, Laws, Regulations and Orders:

This agreement shall be subject to the applicable Jaws of the siate in which the Contract Area is located, 1o the vahd rules,
regulations, and orders of any duly constituted regulatory body of said state; and Lo al) other applicable federal, state, and local laws,
ordinances, rules, regulations and orders.

B. Governing Law:

This agreement and all matters pertaining bercto, including but not limited to matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and determined by
the Jaw of the state in which the Contract Ares is located. If the Contract Area is in two or more staies, the law of the state of
New Mexico shall govern.

C. Regulatory Agencies:

Nothing herein contained shall gram, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or orders promulgated
under such laws in reference to oil, gas and mineral operations, includimg the location, operation, or production of wells, on tracts offsetting
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or adjacent to the Contract Arca.

With respect to the operations hereunder, Non-Operators agree 1o release Operator from any and all losses, damages, wjuries,
claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation or application of rules,
rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission or predecessor OF SUCCESSOT agencies
to the extent such interpretation or application was made in good faith and does not constitute gross negligence. Each Non-Operator further
agrees to reimburse Operatar for such Non-Operator's share of production or any refund, fine, levy or other govemmental sanction that
Operator may be required to pay as a result of such an incorrect interpretation or application, together with interest and penalties thereon
owing by Operator as a result of such incomect interpretation or application

ARTICLE XV,
MISCELLANEQUS
A. Execution:

This agreement shall be binding upon each Nen-Operator when this agreement or a counterpart thereof has been executed by
such Nen-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of the parties to which it is
tendered or which are listed on Exhibit "A" as owning an inmerest in the Contract Area or which own, in faci, an interest in the Contract
Area. Operator may, however, by written notice to all Noa-Operators who have become bound by this agreement as aforesaid, given at any
time prior to the actual spud date of the [nitial Weil but in no event later than five days prior (o the date specified in Article VLA, for
commencement of the Initial Well, terminate this agreement if Operator in its sole discretion determines that there is insufficient
participation 1o justify commencement of drilling operations. In the event of such a temmination by Operator, all further obligations of the
parties heseunder shall cease as of such temmination. In the event any Non-Operator has advanced or prepaid any share of drilling or other
costs hereunder, all sums $o advanced shall be returned fo such Non-Operator without interest Except as otherwise provided in Article
IV B, in the event operations on 2 well shall be commenced without execution of this agreement by all persons listed on Exhibit “A” as
having a curment interest in such well, or in the event that subsequent to the commencement of operations on the well previously unknown
or undisclosed persons owning working interests m 2 well are discovered, or both, the parties executing this agreement agree fo one of the
following:

& Option No. 2 The Operator shall advise al) parties of the total interest of the parties that have executed this agreement. Each
party executing this agreement, within forty-eight (48) hours {exclusive of Sawmrday, Sunday, and legal holidays} after delivery
of such notice, shall advise the Operator of its desire to (5) Jimit participation to such party’s interest as shown on Exhibit “A” or
(i} carry only its proportionate parl (determined by dividing such party’s interest in the Contract Area by the interest of all
parties executing this agreernent) of non-executing persons’ interests, of (it} camry its proportionate part {determined as provided
in (1)) of non-executing persons’ interests together with all or a portion of its proportionate part of any non-executing persons
interests that any execuiing party did not elect (o take, Any interest of non-executing persons that is not carvied by an executing
party shall be decrned to be carried by the Operator. Failure to advise the Operator within the time required shall be decmed an
election under {i}.

B. Successors and Assigns: See Article XVILN for sdditional provisions.

-

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs, devisees, legal
representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or Interests inciuded withn the
Contract Area
. Counterparts:

This instrument may be executed in any number of counterpaits, each of which shall be considered an original for all purposes.

D. Severahility: See Article SVILR. for additional provisions.

For the purposes of assuming or rejecting this agreement as an executory contract pursuant o federal bankruptcy laws, this
agreement shall not be severable, but rather must be assumed or rejected in its entirery, and the failure of any party 10 this agreement to
comply with all of its financial obligations provided herein shall be a material defavlt.

g
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ARTICLE XVI.
OTHER PROVISIONS
A, Conflict of Terms:

Notwithstanding anything in this agreement 10 the contrary, in the event of any conflict between the provisions of Article |
through XV of this agreement and the provisions of this Article XV, the provisions of tis Article XVishall govem,
B. Operator’s Duty:

Unless drilling operations arc terminated pursuant 1o Article VLF, Operator shall drili a Horizontal Well to the objective Zone(s)
and drill the Lateral in the Zone(s} at Jeast 1o a Displacement to which 2 reasonably prudent operator would deem further drilling is neither
justified nor required
C. Priority of Operations — Horizontal Wells:

Notwithstanding Afticie VIB.6 or anything else in this agreement to the contrary. it is agreed that where a Horizontal Well
subject to this agreement has becn drilled o the objective Displacement and the Consenting Parties cannot agree upon the sequence and
timing of further aperations regarding such Horizontal Weil, the following elections shali control the order of priority enumerated hereafter:

First: Testing, coring or logging;

Second: Complete drilling operations of all proposed Laterals;

Third: Extend or Deepen a Lateral,

Fourth: Kick out and drill an additional Lateral in the same Zone,

Fifth: Plug Back the weli to a Zone above the Zone in which a Lateral was drilied; if there is more than ong proposal

1o Plug Back, the proposal to Plug Back to the next deepest prospective Zone shall have priority over a proposal
to Plug Back to a shallower prospective Zone,
Sixth: Sidetrack; and
Seventh: Plug and abandon as provided for in Article VLE
Provided, however, that if, at the time the Consenting Parties are considering any of the above, the hole is in such a condition
that a reasonably prudent opesator would not conduct the particular contemplated operation involved for fear of placing the hole in jeopardy
of losing the hole prior 1o Completing the Horizontal Well in the objective Zone, such operation shall be eliminated from the priorities set
forth above.

D. CONTINUING OBLIGATION. The termination of this agreement or assignment of this agreement to a
successor(s) in interest in the JOA shall not relieve any party hereto from any expense, liability or other
obligation or any remedy therefor which has accrued or attached prior to the date of such termination.

E. RECORDING SUPPLEMENT. Concurrently herewith, the parties are executing a Recording Supplement
which shall immediately be filed in the County Clerk’s Office of Lea County, New Mexico. Upon
termination of this agreement and the satisfactions of all obligations hereunder, Operator is authorized to
file of record in all necessary recording offices a notice of termination and each party hereto agrees to
execute such 2 notice of termination as to Operator’s interest upon request of Operator if Operator has
satisfied all its financial obligations. In the event the Contract Area of this agreement contracis pursuant
to the terms and provisions noted herein, all parties hereto agree that Operator is authorized to execute an
amended Memorandum of Operating Agreement to reflect the contraction of the Contract Area.

F. WELL ACCESS. In connection with the drilling of any wells under this agreement, Non-Operator(s) that
have elected to participate in the operation(s), its employees and representatives shall have the right at all
reasonable times at its own risk and expense to full and complete access to the derrick floor, well location
and Contract Area. NON-OPERATORS SHALL HOLD OPERATOR HARMLESS FROM ANY AND
ALL LOSS OR DAMAGE OR ANY NATURE OR KIND WHATSOEVER IN ANY WAY
RESULTING FROM NON-OPERATOR’S ENTRY UPON, PRESENCE ON OR ACTIVITIES OF ITS
RESPECTIVE EMPLOYEES AND REPRESENTATIVES WHILE ON THE CONTRACT AREA
INCLUDING WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, BODILY INJURY
OR DEATH AT ANY TIME RESULTING THEREFROM AND DAMAGE TO PROPERTY
SUSTAINED BY THE NON-OPERATOR AND ITS RESPECTIVE EMPLOYEES AND
REPRESENTATIVES.

G. DESIGNATION AND RESPONSIBILITY OF OPERATOR. Fasken Oil and Ranch, Ltd shall be the
Operator of the Contract Area and shall conduct and have direct and fuil control of all operations on the
Contract Area as permitted and required by and within the limits of this agreement. In its performance of
services hereunder for the Non-Operators, Operator shall be an independent contractor not subject to the
control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operator shall not be deemed or hold itself out
as the agent of the Non-Operators with authority to bind them to any obligation or liability assumed or
incurred by Operator as to any third party. The specific duty of Operator to Non-Operators shall depend
upon the service performed as follows:

a. In the handling of all monies received from Non-Operators or from other parties for the benefit
of the joint account, Operator shall have the duties of a fiduciary. During times when certain
owners take their proportionate share of production in kind, Operator shall have no duty of a
fiduciary to those owners with respect to marketing production.

b. In the performance of duties on the Contract Area, the Operator shall act as a reasonable prudent
Operator in a good and workmanlike manner with due diligence and dispatch in accordance with
good oilfield practice and in accordance with applicable Jaw and regulation. PROVIDED
HOWEVER IN NQ EVENT SHALL IT HAVE ANY LIABILITY AS QPERATOR TC THE
OTHER PARTIES FOR LOSSES SUSTAINED OR LIABILITIES INCURRED EXCEPT
SUCH AS MAY RESULT FROM GROSS NEGLIGENCE OR WILLFUL MISCONDUCT.
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¢. For all other duties and responsibilities hereunder, the Operator shall conduct its activities under
this agreement as a reasonable and prudent Operator in a good and workmanlike manner with
due diligence and dispatch in accordance with good oilfield practice and in compliance with
applicabie laws and regulation.

H. NOFIDUCIARY OBLIGATION. Except as relates to the handling of monies as specified in article V.A,

the parties shall not be considered fiduciaries or to have established a confidential relationship but rather
the parties shall be free to act on an arm’s length basis in accordance with their own respective self-
interests.

INFORMATION ON CONTRACT AREA. All information gained by the Operator in the Contract Area
during the term of this agreement shall upon request be shared by the Operator whether or not paid for by
the Non-Operators subject before such sharing to the obligation of the requesting party to pay its
proportionate share therefore. Operator and Non-Operator shall hold all information gathered from the
drilling, development and production of the wells on the Contract Area confidential for the term of this
agreement unless required by law, rule or regulation or, if furnishing information to a third party, Operator
and/or Non-Operators shal} have said third party execute a confidentiality agreement prior to sharing any
information.

COMMENCEMENT OF OPERATIONS. For the purpose of Article VI.B.I and VI.B.2, Operator may
commence activities preliminary to actual drilling operations including without limitation, building
location, roads and pits, delivering materials and equipment to the well site, rigging up a drilling rig, and/or
actual drilling operations, at any time either before or after giving the notice of preposed operations
required by said Articles. Notwithstanding the foregoing, the parties receiving notice of proposed
operations pursuant to Article VI.B.1 and V1.B.2 shall have the full time allowed in which to make their
election(s) and shall be subject to the non-consent provisions thereof to the same extent and in the same
manner as provided in Article VL.B without reference fo the time that activities were commenced relative
to giving notice.

OPERATOR’S AUTHORITY TO PERFCRM CERTAIN MINISTERIAL ACTS. Non-Operators hereby
irrevocably authorize Operator (including any successor Operator validly serving hereunder} to take the
following actions under or in connection with this agreement, for and on behalf and in the name of Non-
Operators, all without necessity of further action or consent by Non-Operators:

a. Execute, deliver, and record in all appropriate public records any memoranda of this agreement
(including any amendments or supplements hereto), any financing statements, and any and all
other instruments and documents necessary or desirable to evidence, perfect and enforce the terms
of this agreement including without limitation the liens and security intexests established under
Article VII.B hereof.

b. Execute and deliver appropriate modifications or updates to Exhibit “A” to this agreement to
reflect subsequently occurring events such as subsequent acquisitions of leases or changes in the
interests of the parties. The grant and existence of such powers shall not alter, diminish or affect
any obligations of Non-Operators under this agreement. The exercise or non-exercise of such
powers shall be at the discretion of Operator whose decisions with respect to exercise or non-
exercise shall be non-actionable and shall be final, binding and conclusive as to all parties.

AMENDMENT OF OPERATING AGREEMENT. Except as provided in Article XV, this  agreement
may be amended only by a written document that is specific in stating that it is an amendatory document
to this agreement and is executed by authorized representatives of each party hereto. All replacement
pages to this agreement which result actions authorized under Article XVI.L, or an amendment as provided
herein, will be clearly marked as replacement pages and set forth the date of such amendment or
replacement.

. SEPARATE MEASUREMENT FACILITIES. If any party hereto creates the necessity of separate

measurement by reason of assignments or other mortgages or Conveyances within the Contract Area, such
party shall alone bear the entire costs of purchasing, installing, and operating such separate measurement
facility, which facility may be constructed and operated by Operator, at Operator’s election, for the
account of said party and shall be subject to all other provisions of this Operating Agreement inctuding,
without limitation, those provisions relating to advances for costs and offsets for unpaid expenses.

BANKRUPTCY - If, following the granting of relief under the Bankruptey Code to any party hereto as
debtor thereunder, this agreement should be held to be an executory contract within the meaning of 11
U.S.C. Section 3654, then the Operator or, if the Operator is the debtor in bankruptcy, the other parties,
shall be entitled to a determination by the debtor of any trustee of the debtor within thirty {30) days from
the date an order for relief is entered under the Bankruptcy Code, as to the rejection or assumption of this
agreement. In the event of an assumption, Operator or the other parties shall be entitled to adequate
assurances as to future performance of debtor’s obligations hereunder and the protection of the interests
of all other parties.

SECURITY. The lien and security inierest granted by each Non-Operator to Operator, and by Operator
to the Non-Operators, under Article VII.B. shall extend not only to such party’s oil and gas rights in the
Contract Area (which for greater certainty shali include all of each party’s leasehold interest, leasehold
estate and/or unleased mineral interest in the Contract Area), the oil and/or gas when extracted, and
equipment (as mentioned in said Article), but also to all accounts, contract rights, inventory, and general
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intangibles constituting a part of, relating to, or arising out of said o1l and gas rights, extracted oil and gas,
and said equipment or which are otherwise owned or held by any such party in the Contract Area. Further,
the lien and security interest of each of said parties shall extend to all proceeds and products of all of the
property and collateral described in this paragraph and in Article VILB as being subject to said lien and
security interest.

COVENANTS RUNNING WITH LAND/EFFECT OF TRANSFER. The terms, covenants, and
conditions of this agreement shall be covenants running with the lands covered hereby and Jeasehold
estates therein and with each transfer or assignment of said lands or leasehold estates. Any assignment,
conveyance or other transfer of an Oil and Gas Lease or Oil and Gas Interest that is subject to this
agreement shall relieve the transferor from liability for the cost and expense of operations attributable to
the transferred interest which are conducted after the effective date hereof, provided that the transferor
shall remain liable for and shall cause to be paid its proportionate part of the cost and expense of all
operations for which it was obligated to pay and were commenced prior to the actual transfer, except costs
and expenses arising out of or directly related to a specific operation in which the transferor elected (or
was deemed to have elected) not to participate pursuant to Article V1. From and after the effective date of
this said assignment, conveyance or other transfer, the transferee shall be deemed to be a party to this
agreement, subject to the performance of all obligations attributable to the transferred interest for all
periods from and after the effective date of transfer. The Assumption of liability by & transferee, pursuant
to the foregoing, shall operate to terminate prospective liability of the transferring party for all periods
subsequent 1o the later of the actual date of transfer or the effective date of transfer, but shall in no event
limit, diminish, or affect the direct and continuing lability of the transferring party under this agreement
and applicable law for all periods prior to such date.

INDEMNITY. In the performance of duties on the Contract Area, the Operator shall act as a reasonable
prudent Operator in a good and workmanlike manner with due diligence and dispatch in accordance with
good oilfield practice and in accordance with applicable law and regulation, PROVIDED HOVEVER,
EXCEPT FOR OPERATOR’S INTEREST IN THE CONTRACT AREA, NON-OFERATORS SHALL
INDEMNIFY. DEFEND AND HOLD HARMLESS QPERATOR FOR, FROM, AND AGAINST ANY
AND ALL CLAIMS. DAMAGES, AND LIABILITY OF EVERY KIND AND CHARACTER
(NCLUDING  ALL COSTS. AND EXPENSES. INCLULDING BUT NOT LIMIMTED TO
ATTORNEYS FEES), RESULTING FROM, ARISING OUT OF, OR INCIDENTAL TO OFERATOR'S
PERFORMANCE OF DUTIES ON THE CONTRACT AREA EVEN IF SUCH LIABILITIES ARISE
FROM QR ARE ATTRIBUTEDR TQ OPERATOR'S NEGLIGENCE THE ONLY LIABILITIES 70O
WHICH THIS INDEMNITY OBLIGATION DOES NOT APPLY ARE THOSE RSULTING FROM
OPERATOR'S GROSS NEGLIGENCE AND INTENTIONAL TROTS FOR WHICH OPERATOR
SHALL BE SQLELY RESPONSIBLE.

SEVERABILITY. In the event any provision contained herein should be deemed inconsistent with or
contrary to any Federal, State, or Municipal law, rule or regulation, said provision shall be deemed 1o be
modified to the extent required to comply with said law, rule or regulation and as so modified said
provision in this Agreement shall continue in full force and effect without affecting the enforceability of
the remaining provisions, duties and liabilities set forth herein.

SALE OF OPERATOR’S INTEREST. In the event of a sale by Fasken Land and Minerals, Ltd. of its
interest in the Contract Area, the provisions of Article V.B. shall apply so that there shail be an election of
a SuCcessor operator pursuant to said provisions of Article V.B.

In addition to the provisions of Article I11.B. regarding the aliocation of excess burdens, the parties to this
Agreement expressly agree that if any party contributes any Lease or Interest that, by its terms imposes
additional costs on the lessee thereunder based upon stated prohibitions against deductions for post-
production charges, such as transportation, storage, processing, and similar costs, the party contributing
the Lease or Interest that inciudes such prohibitions shall assume and alone bear any costs or charges that
arise from such prohibition, and such party shall indemnify, defend, and hold the other parties hereto
harmless from any and all claims attributable to such additional charges. No party shall ever be responsible
to any other party’s lessor or royalty owner, and if such other party’s lessor or royalty owner should
demand and receive any settlement based upon prohibitions against post-production charges, or any other
matter increasing the cost of production to lessee, the party contributing the affected Lease shall bear any
and all such additional burdens attributable to such higher costs.



A.AP.L.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 (Horz.)

IN WITNESS WHEREOF, this agreement shall be effective as of the dayof

Frsiogn Ol end Ranch [td . who has prepared and circulated this form for execution, represents and warrants

that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Fom 610-1989 Model Form Operating
Agreement, as published in computerized form by Forms On-A-Disk, Inc. No changes, alterations, ot modifications, other than those made

by strikethrough and/or insertion and that are clearly recognizable as changes in Asticles _as L potad Degein '

have been made to the form.

ATTEST OR WITNESS: OPERATOR
Fasken Qil and Ranch. Ltd. a Texas limited partnership
Fasken Management, LLC its peneral pariner

By

Tommy E. Tavlor
Type or print name

Title Senior Vice President

Date

Tax iD or 5.8, No.

NON-OPERATORS

Fasken Land and Mimerals, Ltd., a Texas Limited
_EL:m-m-'hip by Fasken Management, LLC its
General partner

By

Tommy E. Taylor
Type or print name

Title Senior Vice President

Date

Tax ID or $.8. Neo.

Titus Cil & Gas Production, LLC

By

John P. McBroom
Type or print name

Title Vice President-Business Development

Date

Tax 15 or S.5. No.

Trohaugh Properiies, a Texas General I-'unn-:rfuhip

. “FW

Gearzin K. Trabaugh, Parmerf'ﬂ)%
Type or prinl name

Title

Date _@eﬂ‘;@_«’_ﬁ /

TaxIDorSS.No. 14~ 1990135
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ACKNOWLEDGMENTS
Notc: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The validity and effect

of these forms in any state will depend upon the statutes of that state.

[ndividual acknowledgment:

State of TEXAS j
158
County of MIDLAND ]

This instrument was acknowledged before me on 2021, by Tommy E. Taylor, Senior Vice Presidemnt
of Fasken Management, LLC, general partner of Fasken Oil and Ranch, Lid. and Fasken Land and Minerals, Lid., a Texas lirmited
Partnership, on behalf of said himited liability company and by

limited partnership,

{Seal, if any)

Title {and Rank)

My commission expires

Acknowledgment in representative capacity:

State of TEXAS i
i8s
County of TARRANT i

This instrument was acknowledged before me on , 2021

by Johm P. McBroom as

Vice President-Business Development of Titus Oil & Gas Production, LLC

{Seal, if any)

Title {and Rank)

My commission expires

Acknowledgment in representative capacity:

State of TEXAS ]
| 5%
County of MIDLAND }

This instrument was acknowledged before me on ﬂ‘f‘ ﬁ:""‘f é 2021

by Georgia K. Trobaugh as

Pannerm /4.,1&.. of Trobaugh Propenics. a Texas General Pammerchip
{Seal, if any} "f/'::- .ill-\.l T

Title {and Rank}

f
My commission expires T ,II( :l'-j' 2 9\
— T

-20-
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MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT

THIS AGREEMENT, entered into by and between___Fasken Oil and Ranch, Ltd hereinafter referred to as “Operator,” and the signatory
party or parties other than Operater, hereinafier referred lo individually as “Noa-Operator,” and cellectively as “Non-Operators.”

WHEREAS, the parties to this agreement are owners of Qil and Gas Leases and/or Cif and Gas Interests in the land identified in Exhibit “A” {said
land, Leases and Tnterests being hereinafler called the “Contract Area™, and in any instance in which the Leases or Interests of a party are not of
record, the record owner and the party hereto that owns the interest or rights therein are reflected on Exhibit “A”;

WHEREAS, the parties hereto have executed an Operating Agreement dated_Febmiary 1, 2021 (herein  the “Operating  Agreement”),
covering the Contract Area for the purpose of exploring and developing such lands, Leases and Interests for Oil and Gas; and

WHEREAS, the parties heseto have executed this agreement for the purpose of imparting notice to all persons of the rights and obligations of the
parties under the Operating Agreement and for the further purpose of perfecting those rights capable of perfection.

NOW, THEREFORE, in consideration of the mutual rights and obligations of the parties hereto, it is agreed as follows:

1. This agreement supplements the Cperating Agreement, which Agreement it its entirety is incorporated herein by reference, and all terms used
herein shali have the meaning ascribed to them in the Operating Agreement.

2 The parties do hereby agrec that:

A. The Oil and Gas Leases and/or Ol and Gas Interests of the parties comprising the Contract Area shall be subject to and burdened with
the terms and provisions of this agreement and the Operating Agreement, and the parties do hereby commit such Leases and Interests to
the performance thereof.

B. The exploration and development of the Coniract Area for Qi) and Gas shall be govemed by the terms and provisions of the Operating
Agreement, 35 supplemented by this agreement,

C. All costs and habilities incurred in operations under this agreement and the Operating Agreement shall be bome and pad, and ai)
equipment and matenals scquired in operations on the Contract Area shall be owned, by the parties hereto, as provided in the Operating
Agreement.

D. Regardless of the record titke ownership to the Oil and Gas Leases and/or Onl and Gas Interests identified on Exhibit “A,” all production
of Oil and Gas from the Conltract Area shali be owned by the parties as provided in the Operating Agreement; provided nothing contamed
in this agreement shali be deemed an assignment or cross-assignment of interests covered hereby.

E. Each party shall pay or deliver, or cause to be paid or delivered, all burdens on its share of the production from the Contract Area as
provided in the Operating Agreement

F. An overriding royalty, production payment, net profits interest or other burden payable out of production hereafier crealed, assignments
of production given as security for the payment of money and those overriding royaities, production payments and other burdens payable
out of production heretofore created and defined as Subsequently Created Interests in the Operating Agreement shall be (1) borne solely
by the party whose interest is burdened therewith, {i1) subject 1o suspension if a party is required to assign or relinquish to another party
an interest which is subject 1o such burden, and (i) subject 1o the lien and security interest hereinafier provided if the party subject to
such burden fails to pay its share of expenses chargeable hereunder and under the Operating Agreement, ali upon the terms and provisions
and in the times and manner provided by the Operating Agreement.

G The Ofl and Gas Leases andsor Oil and Gas Interests which are subject hereto may not be assigned or transferred except in accordance
with those terms, provisions and restrictions in the Operating Agreement regulating such transfers.

This agreement and the Operating Agreement shall be binding upon and shail inure to the benefit of the parties hereto, and therr respective
heirs, devisees, legal representatives, and assigns, and the terms hereof shall be deemed to run with the leases or mieresis included within
the lease Contracl Area.

H. The parties shall have the right to acquire an intercst in renewal, extension and replacement leases, leases proposed 1o be surrendered,
wells proposed to be abandoned, and mterests 1o be relinguished as a result of non-participation in subsequent operations, all in accordance
with the terms and provisions of the Operating Agreement.
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1 The rights and obligations of the parties and the adjustment of mterests among them in the event of a failure or loss of title, each party’s
right 10 propose operations, obligations with respect 10 participation in operations on the Contract Area and the consequences of a failure
to participate in operations, the rights and obligations of the parties regarding the marketing of production, and the rights and remedies of
the parties for failure to comply with financial obligations shali be as provided in the Operating Agreement.

] Each party's interest under this agreement and under the Operating Agreement shall be subject to relinquishment for its failure 10
participate in subsequent operations and each party’s share of production and costs shall be reallocated on the basis of such relinguishment,
atl upon the terms and provisions provided in the Operating Agreement.

K. All other matters with respect to exploration and development of the Contract Arez and the ownership and transfer of the Oil and Gas
L eases andior Oil and Gas interest therein shall be governed by the terms and provisions of the Operating Agreement.

3 The pasties hereby grant reciprocal liens and security interests as follows:

A Each party grants to the other parties herete 2 lien upon any interest it now owns or hereafter acquires in Oil and Gas Leases and Oil and
Gas Interests in the Contract Area, and 2 security interest and/or purchase money security mierest in any interest it now owns or hereafier
acquires in the personal property and fixtures on or used of obtained for use in connection therewith, to secure perfermance of all of it
obiigations under this agreement and the Operating Agreement including but net limited to payment of expense, interest and fees, the
proper disbursement of all monies paid under this agreement and the Operating Agreement, the assigament or relinguishment of interest
in Oil and Gas Leases as required under this agreement and the Operating Agreement, and the proper pesformance of operations under
this agreement and the Operating Agreement. Such lien and security interest granted by each party hereto shall include such party’s
leasehold interests, working interests, operating rights, and royalty and overriding royalty interests in the Contract Area now owned or
hereafter acquired and in lands pooled or unitized therewith or otherwise becoming subject to this agreement and the Operating
Agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or used or obtained for use in connection therewith
(including, without limitation, all wells, tools, and tubular goods), and accounts {including, without limitation, accounts arising from the
sale of production at the wellhead), contract fights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds
and products of the foregoing.

B. Each party represents and warrants to the other parties hereto that the lien and security interest graated by such party to the other parties
shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and security inferest against ali persons
acquiring an interest in Oil and Gas Leases and Interests covered by this agreement and the Operating Agreement by, through or under
such party. All parties acguiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement and the Operating
Agreement, whether by assignment, merger, mortgage. operation of law, or otherwise, shall be deemed fo have taken subject to the lien
and security interest granted by the Operaling Agreement and this instrument as to all obligations attributable to such interest under this
agreement and the Operating Agreement whether or not such obligations arise before or after such interest 15 acquired.

C To the extent that the partics have a security interest under the Uniforra Commercial Code of the state in which the Contract Area i3
situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of 2 suit and the
obtaining of judgment by a party for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. In addition, upon default by any party in the payment of its share of expenses,
interest or fees, of upon the improper vse of fnds by the Operator, the other parties shall have the right, without prejudice to other rights
or remedies, to collect from the purchaser the proceeds from the sale of such defauiting party’s share of Qil and Gas until the amount
owed by such party, plus interest, has been reccived, and shall have the right to offset the amount owed against the proceeds from the sale
of such defaulting party’s share of Oil and Gas. All purchasers of production may rely on a notification of default from the non-defaulting
party of parties stating the amount due as a resuit of the default, and all parties waive any recourse available against purchasers for
releasing production proceeds as provided in this paragraph.

D. If any party fails to pay its share of expenses within ¢ne hundred-twenty {120) days after rendition of a statement therefor by Operator
the non-defaulting partics, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that the mterest
of each such party bears to the interest of all such parties. The amount paid by each party so paying its share of the unpaid amount shall
be secured by the liens and security rights described in this paragraph 3 and in the Operating Agreement, and each paying party may
independently pursue any remedy available under the Operating Agreement or otherwise

E. If any party docs not perform all of its obligations under this agreement or the Operating Agreement, and the failure to perform subjects
such party to foreclosure or execution proceedings pursuant to the provisions of this agreement or the Operating Agreement, to the extent
allowed by goveming law, the defaulting party waives any available right of redemption from and after the date of judgment, any required
valuation or appraisement of the mortgaged or secured property prior to sale, any available right to stay execution or %0 require a
marshalling of assets and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law,
each party hereby grants fo the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder or under (he Operating Agreement, such power to be exercised in the manner provided by applicable law or otherwise m a
commercially reasonable manner and vpon reasonable notice.

F. The lien and security interest granted in this paragraph 3 supplements identical rights granted under the Operating Agreement.

G. To the extent permitted by applicable law, Non-Operators agree that Cperator may invoke ot utilize the mechanics™ or materialmen’s lier
law of the state in which the Contract Area is situated in order o secure the payment to Operator of any sum due under this agreement
and the Qperating Agreement for services performed or materials supplied by Operator.

H. The above described security will be financed at the wellhead of the well or wells located on the Contract Area and this Recording
Supplement may be filed in the land records in the County or Parish in which the Contract Area is located, and as a financing statement
in all recording offices required under the Uniform Commercial Code or other applicable staie stawutes to perfect the above-described
security interest, and any party hereto may file a continuation statement as necessary under the Uniform Commercial Code, or other state
laws.

_2.
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A

This agreement shail be effective as of the date of the Operating Agreement as above reciied. Upon termination of this agreement and the
Operating Agreement and the satisfaction of all obligations thereunder, Operator is authorized to file of record in all necessary recording
offices a notice of termination, and each party hereto agrees 10 execute such a notice of termination as to Operator's intesest, upon the request
of Operator, if Operator has complied with all of its financial obligations.

This agreement and the Operating Agreement shall be binding upen and shalf inure to the benefit of the parties hereto and their respective
heirs, devisees, legal representatives, suceessors and assigns No sale, encumbrance, transfer or other disposition shall be made by any party
of any interest in the Leases or [ntercsts subject hereto except as expressly permitted under the Operating Agreement and, if perminted, shall
be made expressly subject to this agreement and the Operating Agreement and without prejudice to the rights of the other parties. If the
wransfer is permitted, the assignee of an ownership interest in any Oit and Gas Lease shall he deemed a party to this agreement and the
Operating Agreement as to the interest assigned from and after the effective date of the transfer of ownership. provided, however, that the
other partics shall not be required to recognize any such sale, ecncumbrance, transfer or other dispesition for any purpose hereunder until thirty
(30" days afier they have received a copy of the instrument of transfer or other satisfactory evidence thereof in writing from the transferor or
transferee. No assignment or other disposition of interest by a party shall relieve such party of obligations previously incurred by such party
under this agreement or the Operating Agreement with respect to the interest transferred, including without limitation the obligation of & party
to pay all costs attributable to an operation conducted under this agreement and the Operating Agreement in which such party has agreed to
participate prior to making such assignment, and the lien and security interest granted by Article VILB. of the Operating Agreement and
hereby shall continue to burden the mterest transferred 1o secure payment of any such obligations.

in the event of a conflict between the terms and provisions of this agreement and the terms and provisions of the Operating Agreement, then,
as between the parties, the terms and provisions of the Operating Agreement shall eontrol.

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been executed by such Non-
Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of the parties to which it is tendered or
which are listed on Exhibit “A™ as owning an imerest in the Coniract Area or which own, in fact, an interest ip the Contract Arca. In the event
that any provision hercin is illegal or unenforceable, the remaining provisions shall not be affected, and shall be enforced as if the iltegal or
unenforeeable provision did not appear herein

Other provisions See Joint Operating Agreement
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Fasken Oil_and Ranch. Lid. , who has prepared and circulated this form for execution, represents and warrants that the form was
printed from and, with the exception(s) listed below, is identical to the AAPL Form 610RS-1989 Model Form Recording
Supplement to Operating Agreement and Financing Statement, as published in computerized form by Forms On-A-Disk, Inc. No
changes, alterations, or modifications, other than those made by strikethrough and/or insertion and that are clearly recognizable as

changes in Articles , have been made to the form.

TN WITNESS WHEREOQF, this agreement shal) be effective as of the day ol
QPERATOR
ATTEST OR WITNESS Fashen Oil and Ranch, Ltd. a Texas limited partnership
Bv Faskeo Management LLC its general partnes -
] By:
Tommy E. Tavlor
Title: _ Senior Vice President
Date:
Address AIDI Holidey Hilt Road Midland TX 70707
NON-OPERATORS
ATTEST OR WITNESS Fasken Land and Micerals, Ltd, a2 Texas limited
Partnership by Fasken Management, LLC its general pariner
S By:
Tomnmy E. Taylor
Trle:
Date:
Address A10]1 Halidav Hill Raad, Midland TX 79767
ATTEST OR WITNESS Titus Oil & Gas Production, LLC
By:
Jobhn P. McBroom
Title: _ Vice President-Business Development
Date:
Address:
ATTEST OR WITNESS Trobaugh Properties, & Texas General Partnership

By:

Ttile:
Date:
Address:

300 M_A St Buildieg 4102 Midlged T 79705
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ACKNOWLEDGMENTS

NOTE:

The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts, The validity and effect of
these forms in any state will depend upon the statutes of that state

{ndividual Acknowledgment

State of, §
§ ss.
County o R

This instrument was acknowledged before me on —

by - - -
{Seat, if any) -
Title (and Rank} R S
My commission expires:
Acknowledgment in Representative Capacity
Stase of Texas _§
§ss.
County of Tarmant ____&
This instrument was acknowledged before me on
By John P McBooom_ s Vice President-Business Development of

Tiaws, Qi & Gas Production. LLC

{Seal, if any}
Title {and Rank)
My commission expires: _
Acknowledgment in _Re;zresentzn’ve Capacity
State of Texas §
§ ss.
County of Midland §

This instrument was acknowledged before me on

by Tommy E. Taylor Senior Vice President of Fasken Management, LLC general partmer of Fasken (i) and Ranch, Ltd. and Fasken Land and
Minerals, Lid., both Texas limited partnerships on behalf of limited liability companies and limited partnership.

{Seal, if any)




AAPL — FORM 610RS - 1689
Title {and Rank)

My commission expires

Acknowledgment in Representative Capacity

State of Texas §
§ ss.
County of Midland §

This instrument was acknowledged beforemeon ____ Eg:&ﬁ"' ‘fr; G", o ‘2 /

By Georgia K. Trobaugh as m;ﬂ }ﬂuy.ﬂ%h&ﬁ.ﬁgnr

Trahauoh Dmﬂrﬁ?c a Texgs General Partnarchin

{Seal, if any} m’% %{_‘:?%

Title {and Rank)

My commission expires: ‘?,‘X i ’ 3.2:




Lynda James
Cieraval Marsgen

[hrgcion of ¥ inance sl
Petsone] aind Costrolled

Tommy E. Taylor
Aasland Crerszal Manager
Drrecion off Ul and Gan
Lkeveloprmeni

Charles F. Hedges, Jr,
[hicchs of Feal Fuatg

[ develsprnent arsd

Cheneral Crmnecd

sean N Melraniel
[higctond of laseilineals

Shawn B, Hogg
Surface Progertses Manager

Taylor Billingsley
Ol il s Cpeantions
Mgt

Sally M. Kvasmicks
1 and Mpaage

Stommie L. Polleck
s plorabos hisnaper

Sheila Simmons
Mukctag and P oductan

Asceousirig Marager

Travis White
I rgmocray Mmago

EXHIBIT 3
(E)FA S K E N

CERTIFIED MAIL NC.: 9589 0710 5270 0431 6003 33
January 21, 2025

Waterloo Resources LLC

WR Non-Op, LLC

200 N. Loraine Street, Suite 1260
Midland, TX 79701

Atin: Walker F. Netherton

REF: Thai Curry 22-27 Fed Com. No. 223H, No. 224H, No. 433H
and No. 434H (the “Wells™)
E/2 of Section 22, Township 20 South, Range 32 East
NE/4 and N2 SE/4 of Section 27, Township 20 South, Range 32 East
Lea County, New Mexico

To Whom It May Concern:

Fasken 0l and Ranch, Lid. is the operator on behalf of Fasken Land and
Minerals, Liwd. (“Fasken™). Fasken, as operator, herby proposes the drilling and
completion of the following horizontal wells with productive laterals located on the E/2
of Section 22, NE/4 and N/2 SE/M of Sec. 27-T205-R32E (collectively, the “Operation™)
as follows:

Thai Curry 22-27 Fed Com No. 223H as a horizontal well in a legal location in the Wi2
E/2 of Section 22, W/2 NE/4 and NW/4 SE/4 of Section 27-T20S-R32E. The estimated
SHL will be 376" FNL and 593" FEL in Section 22 and an estimated BHL will be 1,330°
FSL and 2,310" FEL in Sec. 27, or at a legal location as approved by the governing
regulatory agency, o a TVD of approximately 9.891" and a MD of approximately
19,1317 to test the 2™ Bone Spring formation. The FTP of this well is estimated at 100°
FNL and 2,310" FEL of Sec. 22 and the LTP of this well is estimated at 1,420° FSL and
2.310° FEL of Section 27. The total cost of the Operation is estimated to be $10.409,600
and a detailed deseription of the cost is set out in the enclosed Authority for Expenditure
(*AFE™).

Thai Curry 22-27 Fed Com No. 224H as a horizontal well in a legal location in the E/2
E2 of Section 22, F/2 NE/M and NEM4 SE/M of Section 27-T208-R32E. The estimated
SHL will be 376" FNL and 533" FEL in Section 22 and an estimated BHL will be 1,330
FSL and 1,005° FEL in Sec. 27, or at a legal location as approved by the goveming
regulatory agency, o a TVD of approximately 9,901" and a MD of approximately
19,1417 1o test the 2* Bone Spring formation. The FTP of this well is estimated at 100°
FNL and 1.006° FEL of Sec. 22 and the LTP of this well is estimated at 1,420° FSL and
1.005' FEL of Section 27, The total cost of the Operation is estimated to be $10,409.600
and a detailed description of the cost is set out in the enclosed Authority Tor Expenditure
(“AFE™).



Thai Curry 22-27 Fed Com Well Proposal Page 2 of 4

Thai Curry 22-27 Fed Com No. 433H as a horizontal well in a legal location in the W72
E/2 of Section 22, W2 NE/M4 and NW/4 SE/ of Section 27-T205-R32E. The estimated

SHL will be 226" FNL and 593" FEL in Section 22 and an estimated BHL will be 1,330°
FSL and 2,310° FEL in Sec. 27, or at a legal location as approved by the goveming
regulatory agency, to a TVD of approximately 11,201" and a MD of approximately
20,441° 1o test the Wolfcamp formation. The FTP of this well is estimated at 100" FNL
and 2.310° FEL of Sec. 22 and the LTP of this well is estimated m 1,420° FSL and 2,310
FEL of Section 27. The total cost of the Operation is estimated to be 510,590,940 and a
detailed description of the cost 15 set out in the enclosed Auwthorty for Expenditure
(“AFE™).

Thai Curry 22-27 Fed Com No. 434H as a honzontal well in a legal location in the E2
E2 of Section 22, E/2 NEM4 and NE4 SE/4 of Section 27-T205-R32E. The estimated
SHL will be 226" FNL and 563" FEL in Section 22 and an estimated BHL will be 1,330°
FSL and 1,005 FEL in Sec. 27. or at a legal location as approved by the governing
regulatory agency, to a TVD of approximately 11,214 and a MD of approximately
20,454" 1o test the Wolfcamp formation. The FTP of this well is estimated at 104" FNL
and 1.006" FEL of Scc. 22 and the LTP of this well is estimated at 1,420° FSL and 1,005
FEL of Section 27. The toial cost of the Operation is estimated to be 310,590,900 and a
detailed description of the cost is set out in the enclosed Authority for Expenditure
(“AFE™.

Fasken reserves the right to modily the locations and drilling plans deseribed
above in order 1o address wpography, culural or environmental concemns, among other
reasons. Fasken will advise you of such modifications,

Fasken is proposing the Wells to be drilled under the terms of a modified 1989
AAPL Horizontal Form of Operating Agreement which is enclosed for vour review and
approval. The proposed operating agreement will cover the E/2 of Sections 22, NE/4 and
N2 SEM4 of 27-T205-R32E, Lea County, New Mexico. The proposed operating
agreement contains the following general provisions:

o 100%/300% Non-Consenting Penalty,

o 58.000/%800 Drilling and Producing rate,

* Fasken Oil and Ranch, Lid. named as Operator,

s The Exhibit “A” 1o the JOA will be completed when the ownership is known.

Please indicate vour participation election in the spaces provided below, sign and
return this letter, the signed OA, along with the AFE and a copy of vour geologic well
requirements if you would like 1o participate.

If you do not wish to participate in the Operation, Fasken would like to discuss
acquiring your interest in the referenced acreage.

6101 Holiday Hill Road  Midland, Texas 79707  (432) 687-1777
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In the interest of time, if we do not reach an agreement within 30 days of receipt
of this letter, Fasken will apply 1o the New Mexico Oil Conservation Division for
compulsory pooling of your interest into a spacing unit for the proposed wells.

If you have any questions or concerns, please feel free to reach out to me at (432)

Thanks,
ﬁm'

Mike Wallace
Landman

Waterfoo Rexources, LLCWR Non-Op, LLC
Thai Curry 22-27 Fed Com No. 223H

Warterloo Resowrces, LLOCWR Non-Op, LLC elects to participate in the
proposed Operation

Warerioo Resources, LLC'WR Non-Op, LLC elects NOT to participate in the
proposed Operation.

By:
MName:
Title:
E-mail:

Waterloo Resources, LLC/WR Non-Op, LLC
Thai Curry 22-27 Fed Com No. 224H

Waterloo Resowrces, LLC/WR Nen-Op, LLC elects to participate in the
proposed Operation
_ Waierioo Resources. LLC/WR Non-Op, LLC elects NOT to participate in the
proposed Operation.

By:
MNamc:
Title:
E-mail:

G101 Haoliday Hill Rond Mg bamd, Tevas TOT0OT (4325 6RT-1777
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Waterloo Resources, LLC'WR Non-Op, LLC
Thai Curry 22-27 Fed Com No. 433H

Waterloo Resources, LLC/WE Non-Op, LLC elects to participate in the
proposed Operation

Waterloo Resources, LLC/WR Non-Op, LLC elects NOT to participate in the
proposed Operation.

Warerfoo Resources, LLC/WR Non-Op, LLC
Thai Curry 22-27 Fed Com No. 434H

Waterloo Resowrces. LLOCWR Non-Clp, LLC elects to participate in the

proposed Operation
Warerloo Resources, LLC/WR Nen-COp, LLC elects NOT 1o participate in the

proposed Operation.

By:
MName:
Title;
E-mail;

6101 Holiday Hill Road  Midland, Texas 79707 (432) 687-17T7
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DPERATING AGREEMENT

THIS AGREEMENT, entered il by and berweon __Faskoen Orl and Basch, Li
mmmMn-'ﬂwﬂwnhww#-ﬂ-nhW‘u—-ﬂmmﬂ
i il idaally &3 *“Hon-Operater,” kad collectresly s "Non-Operuion:”

WITNESSETH:

m&:ﬂuﬂnﬁumnmﬂ'mﬂﬁu_wmﬂﬂlmhhﬂ
mamu.‘-dhmhmmmd-wnm-dmmmﬂhﬂi
ﬂmmhhﬂmﬂwwﬂunhmdimWﬂ

WO, THEREFORE, i & sgeeed o follows:

ARTICLE L
DEFNITIONS
m#mumummﬂnummwn—ﬁhm

A_mm'wﬂnmmmahhdmmuw-munimuuhpmn{m
s cots 15 b incurred in conducting & operation; Berrunder. An AFE i sol § confciual commitment Rather [t &5 only an extimals, mads
in gosd faith

2] Thmmiﬁm‘«%'ﬂmnﬂtm-ﬂdnm & well a8 n producer of Ol and Gaa
hﬂumMHMHmIWnHMHMﬂMﬂmdMM
conduced @ such operilion

C Tkmwmﬂﬂmmﬂhmmﬂh_dhmﬂﬂnhumiﬁduh
depcribed in Exlvitss A"

[ The term *Dosper” shall mean & fingle ofsntion whereby o twell i driTied @ an objecirve Zone Selow the decpeit Som in
mhﬁlwpﬂﬂﬂﬂhﬂwmwlﬁmﬂﬂ.ﬂm ih the leisct, 'When e 6
mmpwmumwﬂ meran an cperating wherety o Laterel v dnlied o o Buaplatemenst greater than
:.;nwu’ﬁwlnhpﬁhmmmhuh—qmﬁmummbm
ke Laternd o el led purmeast 10 & peev o projudal

E The term “Diaplacement™ shall have the same meameng & the tem defined by the staln ropulatory agency hiving mristaction
w:hlcﬂmﬂu-.nﬂ:mﬂuhﬂhmnhnﬂuﬁtmnuﬁunh-ﬂ

Fmgum'hﬂlqv-r_.'-d'En-mhm‘ﬂmnmmwthnndmum#hwdq
operation condocied weder the provisdnd of Bes sgreement

i The term “Dniling Usit” shall mean the ares flued for the drilling of ove well by onder or rule of sy siate of fedennl
body Baving suthority uflnuimuuuuuhﬂhwmm|nm.qwumﬂhhﬁlhnn
ﬂmqmmuﬂnhhMﬁmmmwmmﬂumm

1-L1'h||:rI'mleﬂlmhmﬂML_ﬂmﬂﬁm“%.MHﬂuuh
wwhgﬁmm-m-nr':muWﬂ_mmﬂrﬂnﬁ'ﬂmmﬂ-uﬁmm-ﬂ:n:nnld
{.uiu-nﬂlﬂ:hlmnmvduhmmﬂnnmmuﬂhnn.ﬁdhuhuﬂﬂ.hw

1 The term “Hoeisoam] Rig Move-On Period” thalt mean the mumbes of days afier the dase of 1ig reiesan of & Spodder Rig weid
thwe date 4 rig eapahle of dnlling a Horrontal Weil te its Total Messured Depth has moved on to lection

1 Tummm'ﬂumhmmuﬂ-“mwwﬁummm
qum“ﬂwnﬂ.lﬂudmnﬂ'ﬂﬂlmﬂ!ﬁﬂﬂlnﬂcﬁﬁ‘ﬁﬂwﬂﬂLMﬁMﬂm
cwuwh;mmmwhwﬂmdummmmm-m—wn
{1007 in the ohjectivn Sorration(s) and (1} exeeeds the vertical cemnpoment of the Ceespletion interval in the objeetive formaton(s)

K. The term wwmmmﬂw-umunhmm-wumwn

mem‘hﬂ“mwdlmummwwmrw
mmﬂmﬂwmdmnmmbﬂ

Wi MmWWMerﬂmﬂuhdleM-m-wdﬂ-
Amicke VIRD

M mwmmhwmmhh'ﬂ_ummmrdumwn;w
TR,

!'.IThm‘ﬁﬂ'dﬂu‘ﬂummlmaﬁwnﬁmdhﬂﬁhhﬂﬂmmﬂ
m—mmpﬂmﬂmmtuﬂumum”—uﬁnm-wﬂrm

!.mm‘nlﬂwu-m*u-WﬂImmhdmﬂ“hﬂudﬁunmﬂm
Tyvirsg wasiun the Cortrect Ares which ahe crmsd by partien 1o tiis agroemem

€1 The terms "0l and G Loase,” "Lense” and "Lenschold” shall mess fhe od and gas lemses o wibirpata therein covening irct
ﬂmunmumammﬂmmhhwnﬂ-m

nm“ﬂgnﬂ'ﬂﬂ.qﬁwm:w:utummmuwlmqhﬁmn
1m1m.ﬂ'hnﬂnwﬂmwmhm“ﬂqwﬂmnmhﬂumh
-ﬂuur-pqim.lﬂManﬁmumhhmwhmtdﬂﬂﬂdﬂuu-nmw

% The teim *Recompleton”™ o “Recomplen® shall mean an opesation whersby & Complesion i one Lons is sbandoned in onder
oo et & Complensn in a differemt Zone within the eastmg wellbere.

T. The term “Rawsaik” shall mesn an operatios conducied in the wellbore of & wall afber it in Compleisd 55 ecure, peRIONE, OF
mm:-h%ummanhnﬂhﬂ Sixch operuiien include, ht ww not limned o, well
mwhﬂmwmmu-mmwmm!mwm
Hecompleting, or Pluggng Dack of s well

1) T berm “Sidetacis” whall mean i directional conmrel and inkentionsl dgvistion of o weil fom veiical 0 & 10 clasge the
botios hole loeation unben done i sinsighien the hok or dridl amurd juni in the hole 1 overcome other mechanical difficuities. When used
- sciirn weity s H 'W‘_hhwhﬁﬂ_hhwﬁﬂﬂmﬁﬂlmmh-h
Lﬂ'ﬂl{lnuhﬂ#ﬂlﬂ-ﬂhhﬂﬂllﬂhﬂhwFﬂpﬂ.uﬂ-iﬂhﬁ#ﬁmuﬁdi
arcurd jurk in the bole of 1o srescome other mechamcel diffiodioes.

'H"fhm'spdnulifﬂﬂtmuﬂﬁmhﬂlunumdhwwilm
Wil & rig uaed paly for seming conducton pipe shatl not be onsidered ¢ Spudder Rig

W The term “Teominus™ shall have the same moaning s the teem defined by the stale mgulstery agency having parisdiction
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vt the Ceatract Acva, i the abparce of which %e term stall mean the farfei poiss dnilled m e Latem

X mnﬂwmnﬂrﬂmuﬂmmm1ﬁhﬂﬂﬂm“&-'_ﬂﬁuh-ﬁm{
the groand 10 e Terminwn, as mesvored wiong and including e verikal component of te well ad Laserai(s) When the propossd
mwhthvlwwmuumw.hm'dﬂ'ww dapth™ wheniver used in this agresment shall be
doemed 1o yead “Total hsured Depth® rsodar m i applies 16 Bk well

¥ The jeim “Werizi! Wel™ vl mesn & well @nlled, Compieted or Recompleted other than & Hormonial Wel

7 The term "Tors™ shall men 8 sineium of carth coniaisang o thought 0 conlein & common actumcletics of (il md Gaa
kil producibic frm amy other commen sesumulscon o Chl and Gas

Uniess the costent ofherwise chowty indcmes, words ed in e pngulsr include the plund, e word “person” inchudes
pateral i arbficial porsond, e plunl inchades the mnguler, snd any pende indludes the musauling, femining, el neuler.

ARTICLE I
EXIIRITS

The folloenng eahibes, i indcated below and smsched bareta, ane ccorponed iy o] e i et oy’
_3 A Exhabit "A" bl include the following infermation

i1 h Depenptaos of lendy sebiect & this agremen,

(1) Restrictions, if ary, a3 to depthn, formation, or wbstances,

1) Partien b ngresrnen with sddresse wed ielephone numbedy find it fuiposed,

{4} Percertages or fructional tisfcits of pames o this agreemest,

{47101 mned i Leacses wmiddor O aaed Gl Isserests suboect to this agresmend

] Bundens of phoductie
_X B Exhibi "B,” Form of Lome
X0 Bl 0" Accouniing Procedure
X D Exhite "D." lasumncs.
X E Exhitet "E," Gas Balancing Ageecment

X W Oeher _ Boading Supploment
If wy prowiussn of ey exhibit, except Exbebis "1° °F° end 00" & mconsistent with emy piovisesn contained in the body of s
whﬂmmhﬁﬂmm“m—ﬂ
ARTICLE NL
INTERESTS O0F PARTIES

A Ol wod Gad Teierevin

IF ey party cwes an Cil and Gea Istezesi in the Conirect Ares, W1 Interes shall e weaied for ol puipoes of thin sgreement
and diring the terss hereof w [ i@ were covered by the form of 06 and Gas Lewss wmached hereto m Exhibi “B," and the oweer
therent shall be doemed 1w ot royalty inseres s nuch lease and T mterest of e lexvor thersunder
B, Intereats of Parties ln Coats and Frodection: See Article XL T for addifionl provisism.

thﬂ-mmmd lmbilitien mewrred i GpErElneg ohdel Thi agreement shall be bome and paid,
and all sqpenerns end maierials sogsced in opsnations on (e Contreet Ares wiall be owned, by the partes s thesr intesests s w2 forth in
Exhiba & " In the same mannes, the perties shall sl own all predustion of (il and Ges from the Contract Afm iubject, boweve, 3 B
parysse o rayal e mnd o burder oa production i descrted hensader.

Resgardiess of which party has contrivated sy (A and Gas Lesse or O and O Incerast on which royalty o other burdess may
b payabis sad mocept @ ptherwise expresly provided i this agreement, each party shalll pry or deliver, o cluas 1 be phid o delivered,
&l brardgma oir ity share of the productioe o the Comirect Asen i 45, bt o o eoces ol teentfvepersenl and
whal] ircdmsenitly, deferd and hold the other panies froe Bos any habiny derefor. Except as otherwise exprossly provided in this sgreement,
iff ity party has contriboted hevety any Lease or Intecet which i burdened with amy vovaliy, ovemsing royalty. production peyment of
other burdes e penduction n eucen of The amounts stipaleed above, such party o bundined shall ssvome and glone bear all such excess
pblipions and il indemnify, defind ind hold the other panies betewo harmiess from sy sad alf cleim stribuable o poch excess burden.
icrsmvar, s loshy, Ak T Hhtumnmniﬂﬂhm-ﬁhw Aren, cach paity aball pay o deliver, o cees
i be pmidl ee delivered, il busdens on production from the Contract Area due under the terma of the O and Gas Lease(s) which such party
umuudhhmudﬂm.mu-duuhmmhmmw!mqm

R panty akall gver b rosponsible, on & prive basa higher than the jwice peestved by such party, So mmy other pasty's lewior or
rovalty owees, ind if sach other party's besser o royaly owner should dermand sed receve settiement on a higher price basis, S party
mwmu—mmnwmmmﬁummm

Fathing contsined i this Amele 118, shall b deevred B0 iSEkESTENL oF oroE-asigrment of inferors cosvered herely, and in
thie Eveen Pwo of mwmumﬁmmw_hpﬁwmhﬂmﬂu
dermed sepanuie leusehold inboroats far the pumpoaes of ey agrecmem!

. Subseguently Crensed Inbrreafac

IF vy party han contnbuted hereso o Leass o Interes that ia burdened with wn ssmgriment of production. green s secunty for the
pymeni of Moy, e if, afey vae duim of tis agroemsns, any paTy creme e ovamiding royally, productios peymeal, 561 prol imene,
sssigamment of preductios or other berden peyeble oul of production uiritisblc o i wodking imefen heramnder, such bondes shall e
deemed & "Subsequendy Crested Irseres * Further, |f wny party has costritted bereto & Lease of [nierent burdened with an overriding
royalsy, produstos peymant, net profith imenens, o ther burden payablo ot of prodaction orested priod w2 e die of this sgreemend, and
guch burdes (s not shown on Exhabit “A" much berden aleo shall be desmed & Submguently Cresed inierest in e exem soch barden
mmwu.ﬂwm"mnmtmwmmm B, ks,

The party whose imerest is brardened with the Subssquently Crewied Inteest (S "Rusdensd Party®) shall miume sd slone
bear, pay wed discharge the Subsequently Creaind Irterent and shall indemify, defond and hold harmbens the other parties from ind sgacnsl
iy Tiabiliey therefor. Furiher, if S Burdened Party Sails v pay, whes due, i sbhare of sxpenees chargeable hervonder, ol provisios of
Ageke VILB shall be enfirorable sgeing the Subptguentty Cremied Interesi m the tams maaner 48 Ihey be enfioroealle SERital the widiing
wnfwrest of tha Hurdened Parmy . [ the Huerdersd Barty 0 reduired urdes this mgreemeni 40 astn o pelinguish to oy otfer party, of partizs,
all or & porttes of ks werking micreat andior the prodacson enribuisble terem, said ofher party, of parties, thall recesve alid Eugrmen
andier predution Free snd clsir of usd Subsedqoendy Created bnieret, and the Berdoned Party shall indemiefy, deferd and hoid harmiess
il eshier party, o paries, fEors ey and Al clairs and Serands for payment ieied by rwnert of the Sutssquemly Creaisd Inteest
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ARTICLE I¥.
TITLES

A, Titke Examinatisac
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mﬁwmumwumpﬂmﬂMMhmhhmmwhﬂ-mﬂ
H.wf-mmmumummmhuﬂwummmumdh.hm
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B. Loss or Fafure of Tl _
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mumhummmm:hmpﬁmmhﬂhummﬂ
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mmnﬁﬂhmihmmﬁﬂmmmnm‘ﬂhmﬁmnmhuﬂﬂuhti
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mmmudﬂmummamuhwuuﬁmn-m#m“umm
muummwhwm—dhtnm-ﬁudﬂmhﬂumnﬂl_mm

qup#mumhmwmummnhhwmle.—nrhn-hhhh-
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mwu-mﬂd-;muﬂum“mmnﬂlhmmImwwhpﬂrnhhhd
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sereage basid, U A the amoent of usrecoversd costs,
mwum-dmummmn_mwm-hmmus
uﬂwwmhmd“mwuﬂpﬂﬁmﬂﬂlﬂmmm-ﬂm
1mmhqﬂwmmmhmummumHmimmhm-
H-.HL“urhmmm-““ﬂﬂﬂ.lmﬂﬂ‘hhﬂhﬁl”lﬁﬂmmﬂ
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J.wmlh‘dewwnmmmi—h—uwmm
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ARTICLE ¥.
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nmmmdwmm&uﬂmhmw

:meumumﬂmﬁdhﬂhmm-mmm
nnup-p-unhnh-uHnnﬁnﬁnﬂm-ﬁrhmmdwnﬂﬂl‘qﬂﬁlumn
:h-phihHutmﬂhpﬂmhhmﬂmmdmmﬂhwmhumhﬁh
wﬂ|qwnwidﬂmtﬂuphﬂwwmhnmﬂmun
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m-ﬂhmﬂtm-ﬂmmiﬂm
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mwmmnmnﬁﬂnﬂmhmuhwﬂmmud
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m“wﬂwdmhmmmlwﬂhmwnhwnmﬂw
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the st prosccel specificd = Exhibit °C.°
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HwﬂlmhﬁhmﬂhﬂuﬂEhhﬂlimamﬂmm

mwuﬂhmmmuwuh-im_hhm#wuhm
HHWMIMMWuhmIWMHJmmmmﬂﬂIhF
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|MhuwmlmﬂMﬂMMmﬂqmmuﬂwﬂpﬂ'ﬁMdh
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ARTICLE V1.
DRILLING AND DEVELDFMENT
A Imiial Well:

En e s i — T M_,_,wﬂmhﬁiﬂuﬂtnMWE

qumm:hmwﬁhﬂ.muhmﬂhﬂdhml
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Sping Formation

el wha] Epreafies oot the drilling of e well (horaontally o o Hoiontal 'Well) with due 8 ipencs o
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The drilling of the mitial Wil and the parscipatios thevein by all parties i ebligaiory, suljecs % Amtieis VLC 1 as i particiasion in
WW“M?U.:hmmdmﬂmhﬂ-hmumw
B. Sabitguend Ohporatians:
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Mnmmwmq‘ﬁunmmﬁhmwﬂPﬂﬂHHMHMHum
_mmm}wmmmﬂhmpudmmmtﬂuum-mﬁhmdh
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m:mhdﬂwihﬁdmdlﬂwmmwm.ﬂmﬁq
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unu.qmuulmuuumhlmhmnmmﬁmﬂquhmﬂm-:r
i-mpu-nmnﬂmnhmﬂhmmmm.ﬂmmwuwwwhnmu
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pwudmuhhmudh:m?mu{u}—nﬁmﬂhmhh-uﬂpmmhwm
Mmmﬂmﬂmﬂwmhwﬂnhmﬂmmdiﬁ#ww
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snd:.y_huq-.ulhulHmﬁﬁmuuhmm“hmmﬂnmnhﬂhﬂwu
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mmhﬂawhﬁmwm-ﬂMMMhﬂthIm:wﬂlwarw-dﬁiﬂjm
:udiwﬂm.hﬁruﬂhﬂhdrhi}mrwm.uumnnuﬂwﬂwwlrmahﬂm
|mm-dﬂlﬂwwﬂﬂmhﬁh-:IWMHmmhmmelhﬂqﬂ-.m
jocanon, fallewing expimation of the epplicable nogponsg pericd I 100% subscription 1o e poposed operation i olained, the Praposing
party shull peeespity notify the Consenting Partio of thes peopotonEin imensis = ihe eperalion and e party scrving & Opesior shall
WMMMH&MMMM“EI,WM&—&MH&BWM
Mwwmmmﬂﬂﬁﬂm—ﬁmﬂhmh
the Consenting Parties in e proporions they have slecied o bear same under the serms of the peeceding paragraph. Conserirmg, Parties
shatl] koo the deasehold estates irvolved in such operstions free and chear of all less end encumbeances of every kind created by or ariting,
s the af e O T Il'-nh..nlpl-urf-}h—ﬁdﬁHEM-th.ﬁ-LHﬂ“ﬁiﬂ'ﬂﬂ1.h
Ewnuduhhmﬂqddmhhnuﬂmhuhw-ﬁﬁﬂmrﬁd“mm
Hmhfmmhm-hmmﬂm#m-ﬂmmﬂh,dﬂ
m.mwmdhmﬂmm“hﬂﬂmhﬂﬂmmm-hm
weee nol mcreased by the subseguent operations of fw Comsenting Partes if mey well drilled, Reworked, Sideinacked, Denpened,
nmn-ru-dﬁﬂ-ﬂdmuﬂ-ﬁrﬂhudhmﬁd;mdnhlmmdnﬁuﬁummuﬁaim
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qumiities, fhy Comsenting Paties shall Compleir and wqus the well to produce #t their sole coat and risk, and the well shall thn be trmed
”umﬂﬂgmﬂmmu-mﬂﬂhwhllhm-dhﬁrmnn{h
Comcrung Parties. Upos commencement of opertions for the drilling., Reworong, Sideineching, Recomplenng, Despesong o Flugging
mqnm‘ﬂwmhﬁumm-thﬁuddum—hmmmum
to barer el mgquitied i0 Consering Partes, and the Ceenling Partics shall own md Be entitied I recevve, in progorion 10 their regeive
m.ﬂﬂ'mﬁmhﬂmmﬂtﬂﬂmHMMMI.mh-ﬂlm
Sidetracking. Deepening, Rocompletng or Plugging Back, or & Complesion pursusst % Asticle VI.C 1. Opton No 3, all of sch Mon-
Consenting Party's inerest in the production chiained from the opemation i which the Nos-Consenting Party did wot elect o participate
Such relinguishmen shall be effective used the procesds of the sale of such share, caloulaiod a1 the well, or marke! valus thereaf if sach
himﬂmm#hﬁﬂm;ﬂ:ﬁmd_nm,mmum
rrrei feot excepied by Article [I.C. payable out of o meascsed by the production Som sech well socnuing with reapect fo such irseren
wridl it peveria], shall aqual the iodal af the fallowing:

{9 10000 % of each wsh Non-Conmesong Party's share of e cont af any needy scquised surfices equipment beyond the
wallhend consectinns (inclading But not limied o stock tanks, separabons, testen, pumping equipment aed piping], ples [0 of esch
“|wwmih“q[wdhﬂlmuﬂhmmmﬂ-ﬂﬁ
mw.dwmﬁiwuluﬁ'ﬂhﬂ-ﬁhﬂﬁim i beng agresd thal each Mon-
mw“ﬂﬁmdwmum_ﬂm-ﬂmmmnmmm
mipﬁﬂdmhﬂmnwuhm-ﬂ

() 30000 % of (1) that portion of the costs esd expenses of dnlling, Reworking, Sideinching. Despening. Plugging
Back, nesting, Completing, and Recompleting. afier duducting amy cash coninbutions recerved wder Artcle VIILC,, and of [5) that parien
of the cost of pewhy soquited equipssent in the well {10 #nd including the welihesd conpectiona), which would have bee chargeabie o such
Mon-Conserisg Party if & had parszipmed S

Mowithstanding snything to the oomiary = s Atk VLB, if the well doca not resch the deepent ohjective Zone described ®
hmmh_mhr-uuMMHMEMHMMMNﬂ-mﬂﬁmu
e hole rendering further opershions impractieabie, Opersin shall grve sotice theres! 1o each Noo-Conserteg. Party who mbmitied or
wiobad ot e mlierrative: propossl wder Article VLELE. o drill the wall o & shallower Toos than e despeat chjective Tone propoaed in e
notice under which the well was drifled, and esch such Non-Conssnting Party shall bav the aption 1o participais m the initial proposed
wd‘hmh-mhhﬂmmﬂﬂqh“tthﬂﬂﬁqﬂ,uﬁhﬂnhnpﬁﬁdhm
VD4 ik uq.ﬂmmmﬂunpﬁu—mhhmwhmmm
pelinquishment provisions of this Assiele VEB 3. {b) shall spply b seck paey's inienest

ie} Reworking Betomplaling or Muppeg Rack An sheetion not bo paraipale o the dnlling, Sidetmcking o Detpening of &
well gall be desmed B0 glection ROV 0 Pt 0oy Rewcrieg or Flogping Hack cpembon pecposed in such a well, o porbon
thareod. 18 which: the imitial ron-conseni chection applied vl & conducted f any time prior be foll reoovery by the Consenteg Paries of the
Mon-Consemmg, Pary's recopmen Enount. Similery, a3 eloction nat 10 parmcipate i e Complesing or Recompleting of a well shadl be
w_mmuwp.nmqmwmm- well, or portn thereol, o which the mitisl mon-
corsent lection applied thet is condected ot any time priot o Bl recovery by the Cossenting Parties of the Moo-Conserting. Party's
recogmem amoant Any meh Rnsorking. Rocesplenag of Fhigng Back operetion condocnd durmg the reoouprnt peredd shall B
wpﬂarh“ﬂmﬂnﬂnﬂﬂmﬂhﬂuhﬂlmhhmwhﬂ_ﬂi‘hﬂ-ﬂm_ﬂ
ﬂ“‘wdhmﬂﬂmmumﬁﬂm%lﬂmmwhﬂh
mmu.wmﬂﬂ-hﬂ”uﬂmmmuw“m
pecoupment prried, the provisions of this Amicle V1B, shall be spplicalls s berwsen suid Consteing Parties i mid well

{4} Bepoupment Matteny, During the period of wme Consentirg, Purties are eniithed o receive Mon-Conssntng Party's sham of
m,uuﬁmmmmuwhhmdddmmM
ﬂmdﬂmdﬂm,m“wﬂﬂm-ﬂmwmrﬂ'lﬂmﬂ
pioducion mot exonpied by Adtiche 11.C

In the cane af any Reworking. Sidetracing. Fluggmg Back, Recompletng o Detpening speration, e Conernng Partes shall
e permiftied 10 use, free of ooot, all casing. Twbing and other equipmest in the well, et the ownersbap of all such equipment shall reman
wnchanged, and upes whandonment of o well afier suck Reworking Sidetracking. Plugpng Back, Recompleting or Deepening. the
mmmmmhdtmwhhm;wHmmwumpnhﬂui
value, less ooad of salvige

Within ronety (901 dnys after the completion of ey opsmton wrder this Adcle, the party conducting the opemtons fbd S
mhﬂmumwmumﬂh“demuh-ﬂﬁm
e iped wateser of the conl of drilling. Sidetnacking. Decpening. Plugging Back, testing. Completing, Recomplting. 1o epuppng the
vorll for prouction; of, &1 its aption, the operateg party, i Lieu of an itemioed stement of sech coots of operstics, muy subsi & dessiled
vaiemen: of monkly ings Each month thereafier, during the time the Comsenting Pacties are being setmbursed i1 proveded sbove, the
party conducting ihe opertions for Bhe Cessenting Perties thall fumish the Nes-Consenting Pamies with an inemized sintessert of all oosis
and labiliies incurmed in e cpeation of the well, sogether with & ieemest of the quantyy of O] and Gus produced from & wad the
amirnt of proceeds peslined from the sile of e well's working inserews production during the preceding month. In determining the quantity
of Onl wndl Gis produced deriag any menth, Cossenting Parties shall aae indatry scoepted methods such as bl not limiied o mesenng or
periodic well tests. Amy smoant seabired froes the sale o other dapoattion of equipment rraly soquired in cornection with any such
pperEtion which woold have been cwaed by & Mon-Consersing Parry had it participated thenein sball be coedited againg the total unretemed
ceats of the work done and aof the equipment purchased in Setermining when the sbeeat of such Non-Cossenting Party shall revert io it
e peorvided; and if fhere i eredit balince, it shall b paid 1o such Mor-Consenting Paety

I and when the Conserming Paiies recover from a Mon-Consmting Pery's relinguishel istereat the amounts movided for above,
B melinguithed imeress of such Non-Comnmrting Party shall suoratieally reven o i ns of TO0 mm on the dry foflowng te day on
mnﬂwﬂm.ﬂ,m.dh#ﬂuugtﬂmmﬁ‘hwlﬂlmhmiﬂiﬂnmiﬂhh
il ard n or p g therete, and the pnducion fherdfmm s osuch Son-Conserdirg. Pacte would have hief sasaled i
tad it particspated i Be dnllng, Sidsinacking, Heworking, Disepening, Recompleting or Pugpeg Hack of s wall. Thersafte, uch bon-
Coeaenting Parry shall te charped with and aball pay s proporsenate part of the farther cous of e opertion of sesd well in schordancn
with the tera of this agreement snd Exhabit "C nitached hersto

3 Suand-Bv Cosix When o well which bas been drilied or Deepened has reached it sethorioed depth e=d all teata have been
compleied and the reults thersal fornahed o the parties, or when opembion on the well bave been clierwise temingied remam 10

oT=
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MHF.m&fmmpﬂumﬂmuw:mmtmmmm
Hmmwtmwﬂmlﬂ{MHMMﬂAﬂt“.llhmﬂﬂﬂlﬁmﬂlj
wuwmmumnrhmHmmHthrmmHﬂp_
wmwdhmummmmﬂmuwuhum“ﬂ
.lr:w_;wnm-'luhmﬂﬂmﬂpﬂﬂpﬂdﬂnﬁ:ﬂﬁ.mﬂhw»mhﬂE-
mﬂuwmuﬂumum-mmummﬂmuﬂ
hmmnmhnﬂmmMWMHMmMH'ﬁ'mnhm
imtereat i shows on Exbibit *A" of all Corenting Paries

mhmhmﬁu!ﬂl!Mumhmﬂﬂuhd“mahmhmm-ﬁm
_-mudmquhmnﬂﬂmmwﬂumﬂhhnquuﬂumwn
wﬁnuﬁﬁumumﬁrm-ﬂhmmdd-mm-q—hwmwﬂtﬂp—xmm
mmu”huﬂﬂﬂn_hﬂlﬂlllmﬁiﬂﬂﬂﬂﬂlhmﬂﬁmhwwtmnﬁ
mmwumﬂnﬂmmuﬁﬂ.ﬂhﬂ“m&ﬂ“m_hmm.ﬁ
mu‘mw#mw-mum“mwmnumm-u-nnwuwﬂn
e elermng Atk

I_W,HHM.ﬂHHMHlﬁ"H‘ Sidrinecking, or Despesing ocperwtion perposed
pumuhﬁ:hﬂm,hmmwhmhhnuhf_i;!mmmwaii-lnhr
ud-.--ﬁulu}uunmﬂmhuﬂhﬁﬂﬂrmmtll]ﬂwhﬁulmdmm“m“m
wnder Anicle V181 :-mﬂwwmmmuummnmmmmmumn
Articls 1o affoed the Mon-Cansenting Parties the opportussty 1o participais m th Deegening cpenion

I the everd wey Consertieg Pary desires 10 drdl o Deepes & Nos-Cossent Well w0 & depth below the Initiad Objective,
-hmpdlmmulHmﬁﬂnwﬂmﬂm..mmpﬂn:mluﬁqhﬂnnﬂhuﬂ
Thereepen, Artiches VLA and 2 mm-ﬂ#pﬂummﬁuﬁuMMﬁlqﬂthnﬂw&ﬂnu
m.;ﬂ-.mqumwn!.d:.]fn“ﬂwhmﬂmﬂnmmqu
mwﬁuuwhwmhwmmmﬂmwﬁhwmu
mqhﬁqrumﬂﬂ-ﬂw

fa) &f the propossl to Dospen is made poot o the Completion of such well as & well capadle of poducng in paying
qmm,mmmmmqummmh-h—qmumumum
sl m somnection with the drilling of said wsl] from the wsrface w the Initial Objectrve which Non-Consenting Party wenld have paid
”ﬂh{mmwhwmpﬁ-mmﬂmi—ﬂhwdmuﬂ
anmmuhmmth#WHmwmm,mmh
mmwmuwmﬂﬂmmnmmthmﬂMMum
mhlnmmﬂuhhmmarmm

Muﬁwumu;wmummmm-.ﬂm&um
mmmhn4mnpwﬂhﬂm—ﬁrﬂwmﬂﬂ-fmwulw{wm
Corsenting Parses for, ai e case may bel s preporiionate share of a8l cosis of dnlling, Completing, and squipping snd well from oe
"hnuimuwdw-u—mwumIlrin-mhimmwwumm_
from e sale of prodectian from the well Thie Moe-Consergieg Party shall slio pary it propertioeate share of ull costs of m-miermg sid well
mmwmw;uunmiﬁﬂmmmﬂmmu:
mwmmqudumarmmnwmmnmmmm
eqpsipmient used i comnection with such well shall be determined in aceondance with Extrivt “C." If the Consenting Puries heve recouped the
m¢Fﬂ|deWhﬂlHMﬂWWthlﬂmmﬂj
muhmdhﬂmmmhmmﬂ#umnmhm

The foregoing shall ot imply & right of ey Coroesting, Party t0 propoie @y Despening for & Mon-Comest Well prioe
umﬂ|nﬂm"ﬂnmmmwumammmm.whmn[

ﬁhm“ﬂl”ﬂﬂﬂmmﬁ‘ﬂ-mwﬂimﬂﬂﬂﬂm

g mwmmmﬁ:nwu;wimmﬂ-ﬁmrmmu
irterest in the afficted vaellbare at the time of the otice shall, upon slecting 1o participate, tender 1o the wellbore cumens. &5 proporonsts
M|Mu_mmuﬂ“ﬁmmﬂh“ﬂﬂnﬂhﬂﬂmﬂhhhm-m

n}ﬂhWthMnmﬂﬁmmwﬂlhmhhﬂﬂhw“
imcurmed i the mitial drilling of the well down 1 the depth ot which the Sidetncking operstion & initisted

n}ummummuwlmmmmﬂmwmumhmﬂ
mm'-.wmﬂmﬂmmMmh-ﬁﬂqdhﬂIMEuhEt-ﬁmu
MmithHWWhMﬂliﬂ!M.mmwmim
“dﬁ-ﬂln-}-ﬂﬁmﬂ:dwmhh%n“ﬁuﬂﬂh%hrﬂﬂhmh
scisrdmsce with the provinioas of Exhibes *C ©

This Asticle VI B 5, “Sadatraciing.” shall not spply i opersizons man exitmg Leend of  Horimesal Widl.

. Owdet of Prefavence of Oeraiins. Except s atherwise specifically provided in tha agresment, if amy party dewoes to propose
mmuwHunpui:-u-mn‘lu:l:ml:|mummmnqmﬂhmﬂwmmmmnh
|:15}d:a-|frll1'ldﬂlw}u{hmm-ﬁﬁuhmﬂluﬂlﬂﬂnpimnnpimml'-ﬂlwunmhg
:1|i:mlnulu.umﬂum]mmwnrm.!ﬂrdhﬂhﬁﬁhfmﬂmﬂhiﬁ#mtt
mlquammhh“num-ﬂmhnhuﬂnﬁumﬂwuﬂdm“tum
mﬂwlmw.mmnmmﬂﬁmhmmmﬂmhm#mﬂw
propeanl Dack party soceiving wah propoasts shall eect by dhelivvery ol potce i Chperasor within five {5) deys afier expingion of the proposal
p-ml:d-.w-ﬂﬂﬂﬂ-ﬁwﬂi}hﬁﬂim&%mﬂhﬂwiﬂﬂwﬂqilmht-iunh-hdlHlnl
the wabrject of S peoposals, 1o participaie m one of the competing propossls Ay party ok glochng wathis Be e requerad shall be doomed
mntunrn-d’ﬂ—pmpuﬂmanh-—hﬂ#ﬂulmmﬂinrdw,_ o the p wrdp wluall harr
mw‘mmm!h“ﬂl“ﬂﬁﬂﬂMﬂPﬂﬂ Cipersior shall debrecr notge of mush
reault to all parties entitled te partizipate in the operstion within five 3] days afer expirion of the election period (of within Feerty-four (24}
iirgrs, exclusve of Satusdaey, Soedey mnd logal helideys, (f & drllling rig is on location). Esch party shall than heos bwe (2} days [ baeerity
h.-mnpnirullquhﬁﬂmmﬂmmhﬁﬂhmﬁtuﬂmﬂpn-wuwh-:hmw
hdmmmhM-ﬂlmunmﬂﬁnﬂﬂu;hﬁthﬂmudﬂwmm-unhp-nl
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shall b deemed an election mof o participats in the prevailing proposal

T,WW'qhmdﬁh Asticle VILBZ, 0 & agreed that no wells chall be
Mhhﬁﬂhitﬂlﬁlﬂhumﬂﬂ_|I_H-ﬂﬁlwﬂlh_id.hmhmm-m
ol suxch el ] e %0 the then-existing val] spacing patiern for sech Zane

&mﬂ;mmumnmmmmmmum
wﬂmwﬂmhwuﬂhmﬂhﬂm-mmﬁ-ﬂmmmdin
that hve mot redeguished interens i the well ol e vime of such operation

o, Spudder Rigs

MMWM 1f wn spproved Heortaooeal
mwm&uummﬂhﬂwwmnﬁuwmumm
K_‘ﬂ'”ﬂﬁﬂﬂ“ﬂﬁ‘ﬂhlpﬁﬂﬂﬂhmﬂ_ﬂ_hﬁhwm-ﬂhmm
of mot Jeme thae G000 " in intesest of the Conserting Punties in the drilling of the propased well

) Nt Within Appeoved Heeisorsal Wil secspmls. I an spproved Hotimontal Well propoaal dosn not peovide that n Spadder
Rig may e wlised, and Operstor mubssquently devires in wiiline o Spudder Rig. Operssoe may wilize & Spudder Rig upon note 1o e
mqmwnﬁumﬂhhﬁtﬁmﬂ Rig Move-On Pericd) weed the affirmatoe voe of not e than______S000 % in
irerait off the Conserting Parties. Extonmon(s) of the Horsemal Rig Move-On Period may be mquesied by Openssr in the sime masner &
provided = Ariicke VLB #.(s) immedaicly

{i} Fuilums 33 meet Horizootal Big biove-On Peied, I & ng capable of driling & Honzental Well 1o its Total Measured Depth
mummﬂh“hhﬁﬂﬂnmﬂmﬁﬂmm oy %
irRerest of the Conserting Pasties agree b sbenden B operstion, Dpersor shall se-peopae the well 1 e marner prosided in Article V1B
0l Tt agrETreE mﬂ-huuhﬂﬂﬂ%hhﬂﬂﬂ“ﬂhdﬂtlﬂlﬂnt_d
wmmﬂhﬁhﬂﬂ'ldmwlﬂlhm-hh

{1} Chpsermtor ghal] prompaty reimburss ol usased fosds previously sdvanced for the drilling of B well b osch sty whe
advanced such e fands,

{1y If e well™s deilling operations we subsequenity resameod, all coms. whethes incurred belore o after the re-propoaal,
ﬂhmwﬁMhﬁnhWﬂ;dhmmmwﬂmmm
wh soasentsd 0 the original proposl but & not consent 5 the fe-propesal such pary s shire of seets incamed prior b the re-proposal.

4] IF the well’s drilling operations sre not pubseguently telumed pursuent 10 & re-propessl B berein provided, all cosis
incarred prind in the re-poogoal, and all costs of sherdenment, shail by bome snd paid by the origmal Consestng Partes

4} Commenciment of Openitions. For purposes of Article V15, wad sabject i the provimons of Wis sb-secson 9, o dee 4
Spnadder Rig comemences sctial deilling operations shall be comidered the commencemen: of drilling aperusions of the propased well

10 Miglwell Pady I mubtiple Horizonsl Wells are diilled of proposed 1o be drilled from a single pad of location, the costs of
MﬁmmﬂhmmMHm.ihﬂd‘ﬁhﬂﬂﬂhdhm
€. Compleses of Welly; Rrmorking snd Ploggieg Back:

1. Complstion, Witheot the consent of &8l panies, no wall shall be Snilled, Dosperwd or Sideeracked, emeept wmy well dnilled,
Wu&“ﬂ”bmwdlﬁhﬂﬁl ol thin agreemen, Onrent 1 the dnilling, Despersng or Siletmuiong
| inchete

@ Cmoon Mo | AN eecessary expenditures R the dnlling, Despaning or Sidetmcking, twsting. Completion el equpping

o e Well, meluding tankage and'or surfsce facitties.

Mitwiksmrding aryStng o e consrary, theluding the selection of Option 2 sbave, of anythisg el & i agreement, Option
| el mppdy %0 ] Hrereontal Wells

3. Baentk Fecomslete or Phag Back No well shall be Reworked, Recompleted or Flugped Back mxcept & well Roworked,
Fecompleted, or Pugged Back pursusnt 1o the previsions of Afticle VIHZ2, of dvs sgreemeni Consent 1o the Rrwodking. Recompleting of
Pugging Back of & well shall inclode all neceasary expenditures = cordusting sech cpeninions md Completing ard equppng of wid well,
inelubiag mecesnary bekaye andior Fafece fwilies
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B, (hilser Chperationi:

Operator shall nor undertake mry snghe project reasorably estimated 10 FeqUITE e expenditate m esee of _sevenoefive
thomand Doliay (% _TS00000 _ §ewcept in connection with the drilling, Sidetraciing, Reworking, Despening,
mwumﬁﬂlﬂﬂmmﬂMMWHﬂuMwmm
m.uu_#whﬁﬂwﬂm.mﬂh—nﬁhmmwuruh:n:h
mﬂmnﬂwuhﬂ#uwﬂ'ﬂbﬂﬂhmimmHmﬂﬂpﬁ,.
proemptly mx possisle, shall report the emergency 1o the other parties. If Opernbor prepares an AFE for ity own e, Opernior stall fumish
any Non-Operssor 5o requesting e information copy thereof for any ingle peoject costing in excess of _ong hundd thoumnd
il Dellars (5__ {0000 00 }. Ay party who be not relinguished ies interest in
‘“uuhqH*umﬂﬂmmnﬁﬂwﬂﬁthmﬂfﬂﬁﬁﬂ1l‘m'ﬂn
mmmuﬂmwﬂwummmmmwlﬂmm:d—hh
wumunmunmmmHpuqumﬂunmﬂhW-MHHWHMHﬁhHmHHm
wmmmmm'nﬂhmmMﬂﬂMHﬁﬂhﬂhﬂﬁhﬂﬂhﬂﬂﬂﬂhﬂﬂhuﬁﬂ
ghave in this Articke VLD, (gncept in connction with a speration requined to be proposed usder Asticies VIR | or VI.C.1 Opien Na 1.
.ﬁump-ud#qmu_mmqnuumnﬂ:m:ﬂmm»m_u
Mm[mhﬂhnhﬂ“#mﬂﬂﬂlmum_ﬂm_hdhm
of the puamies entitled b participate in Buch opeTREsen, each party haning the Tiht 10 pamicipae @ such project shall be bound by the terms
of fuch proposal and shall be ohingated m Py 13 proportionate share of the coms of the proposed project ms if it Bed consented b such
preecs pursuml %o the e of the propodsl
E Abandonment of Welk:

i, Absodeamen of Dry Holer, Exeept for any will driled or Deepencd pursusnt w5 Anticle V1B, any well which bas been
drilled of Despensd undes the texma of this agreement wnd i proposed o be compleind a8 & dry hole shall not be phagged wnd sbandoned
wiitheest the consent of all parmcs. Shoull Operator, sfier ddsgent effort, be urabls b contact sny party, of should ny party Bail o ceply within
Torty-wight (65} hours fecclustve of Ssturdey, Sundey and legal bolideys} afier delivery of poticon of the propossl i pheg, snd sbandon sach
-“"_#mﬂ|hmeMmhmmﬂlﬂ-ﬂhﬁlhwﬂmm
sccoetiasce with applicable regulahons snd &l the cost, rish and xpaon of the partion wha pafcpeed in te ol of driling or Despeting
yuch well Amy party who objects io plagieg and abandoning such well by notice delivesed 1o Opersinr within forty-cight (43) hours
wmﬂm_mqﬂumlhﬁwﬂmﬂhmH“ﬂlmumMﬂluﬁwmnr
sisch Sxrry=eight (4K} heur notior periad and conduct further operations in sesrch af 4 andior (s maitject 1 the provisions of Asticle VI B .
faslre of such party b provede peoof romonsly satisfaciony 1o Operstos of its fisasscial capebily b conduct much operatacnt o 10 take over
he well within yuch petiod oo thermiber 1 condoet opertions on such well o plag ind sbeadon such willl dtall entithe Opefitof o folain o
ﬁmﬂh-ﬂlﬂmﬂﬁ'ﬂhhﬁ The party wiing over the well shall indemnify Opevaioe (if Opersior is an
sbardoring party ) and the other abardoning partios sgaing lisbility for any further operations conducted on such well except for the costs of
mﬂmhﬂﬂmﬁhMHﬂﬂmwﬂmwwt

1 Abasdonment_of Welly Thet Haer Prodiced. Bwcept for amy well iz whick o Non-Cossent cpersticn hes besn
sondusted hersunder for which the Comaenting Partips have 5ot been fully reimbursed as oo provadied, sy well which. has been completsd
u.mﬂuuwdwrmhmdmnﬁ-1Filnﬁ-m—dhﬂhﬁu-ﬂi.ﬂiﬂ1l-ﬂ
he plugged and shandoned in accondance with spplicabie regulations and of the com. risk and xpotae of all the pames heress. Failure of o
ﬂnm*wmh‘iumdmdmmHHHmmmwmbﬂmﬂ:
swithn sisty (60} days wflez delivery of notics of the proposed sbandonmast of amy well, all pifie 40 ret agres 1 the ssandonmen of mxs
avell, theas wishing ba carlife 25 operstion foom the Zone then open o prodection shall b ohligeed to e over the well 88 of the expination
of the applicable nosics period and shall demmfy Opesator {if Operator is an abandoning party) and the cther stasdoning parties agaral
|m|whwmmmﬂ--ﬂlmwmm Fathire of mch pary of paftis to geovide prool makenably
m-_,tg.ﬂpu—--urmmnﬂuﬂummwhuhhhmhﬂ-ﬁhwﬂmwm
um#m-ﬁmmdmhMHm_ﬂdﬂhﬂdﬂ;-ﬂﬁwh-ﬂ

Pasties taking over & well 58 provided hersin sball sender i each of the other parties its propersisnets ahare of B vahe of
e wedl's salvable material and equipement, deteimingd in sccondance with Lhe provisiens of Exiibil °C.” ke the eatmeted oot of miveging
uthﬂMdmdmhm.w.M.hnhmhunﬂm-t
mﬂwmmﬂumﬂmﬂﬂﬂﬂmmwmdu-hﬁﬂ_ﬂﬂ
pquipment, pach of te shandoming parties shall tesder io the partie contsulng operations their proportionste shares of the ealimated eues
poat. Fach abssdossng party shall aisign i the mos-sbandening pirtics, wihoul wasTenty, express or implied, a8 5 tille or & b quantity, o
fitneas for wie of the squipment snd material, &l of its inferest in the selfbecs of e well and related equipment, fogether with ity intesest
u-Mmhﬂn&m“nﬂwmh:‘hﬁmmhﬂmmhm&wh
peodustion. I the imerent of the sbasdosing party (s of includes and DJ and Gas Iatereat, such pany shall execute and deliver o the non-
;h-lmﬂ;p-q;uphmdﬂﬁh&luﬂthwﬂmuﬂhl#ﬁmupﬂmhlmu-!'ur-{lh-rml
whmum-ﬁrﬂ-ipﬂﬂdﬁuhlnmﬂdﬂrﬁ.ﬂhﬂtnhmﬂuhuﬂd.ﬂﬂt'&‘ﬂ-
|euses to, the signoes dall be in e e based wpon the relatiombip of thelr respeciive percenage of participaton in the Conthict Ases o the
“ﬂhwdmmhwmdmwﬂmﬂhmmﬁwﬂﬂm
partions of the Commm A,

Thereafier, sbandocing panies shall have no finther meponsibility, kalality, of isievem i the cperabion of oo peoduction
from the well & the Zone then opes oiter then the roysities remined o sy Sesse mads under the serms of this Antichs. Lipen rqueit, Opernce
whal] contssue to apenste the ssigmed well for B atcount of the non-sbendonmg partees of the maes and charges comermplated by this
agresmens, plus any addivional cout mnd chanpe which may wise e reuh of the mpenis cemanibip of he smgned well. Upon projosed
mwmmz.--‘ﬂduI“hwmeHthqﬁ-brﬂﬂﬂlmmmlﬂ
well {using the same valuation formila) ahd paricipate in farther opanations shirein sabject &t pecvisions henss!

¥ Abesxlomneis ol MesConses Opsrsisoss. The provisons of Al VIE1 & VIET slbevs hall b= apploshbls s
betesen Consemng Parties in the svsl of the prepossd shandosmuest of sy wall wcepied from mad Arscles; provided, boweves, oo well
shal be permanenily phogped e shandonesd uniess and usid wil parbes heveg the Akt 1 obfduct fufther opemsldad teeres have been
motified of the proposed abandenment ind alferded the opporiunity o elecl 10 leiee ovid e well in sccordance with S provisons of ths
Aricl V1E s peovided firther, that Mon-Conseing Paniss who own & imeree in @ portion of the well shall pry their proportionats
whaim of sbandonment and surisce resiorabon s for puch well s provided in Amicle VLB (b))
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F. Terminwtion of (perutaas:
mnwﬂuw#hﬂnmmmﬁ.mu
tmﬁ”'qﬂtﬂ.umwnmuhiﬂmmwumhu_ﬁmﬂ
wm__ﬂn_udhmdﬁw.mm.nnhmmummw
mebmanoe or conditiee n the hele is ercsumiersd which renders farder opisations sprecticel, Opentor sy diacontinue operilion s
Wuﬁ.fqﬁhuﬂﬁunhmmﬁﬁnmﬂlﬂ.[.ﬂﬂwﬂﬂ!#wﬂiﬁﬂﬁiﬂlﬂmﬁ'lﬂjh
such operation, i iETrine
(2, Taking Prodoctes a Kisd:

("] WHWH‘H‘H

Eax pacty voadl uwﬂdﬂi!nm‘ﬁﬂ‘ﬂiiﬂﬁ.ﬂhﬂﬂhtmh
pnchaeve of prodection which sy Be used in devlspment and prodecng opereon and in propennyg ad seating 08 end G Tor
mwnmmumm%“ihmhmwmm
ﬁrﬂﬂﬂf'wm"”"m ghall be botne by much party. Aoy party baking i slace of production in
huulhwnnhmumﬂﬂmmdwmmnﬂilﬂ

Each party shall execote yuch division erden und contracts 1 may be necessary for the ale of i3 inieresi in production fom e
mmumnmﬁhmﬂm_m e erimied o mecerer paywes! direlly Pom the purchaser Battol
for it share of all produshan.

H“mﬁummmmumnMHMMHnwﬂﬂhm
mhhﬂmmmﬂmnm:ﬁﬂh the eevocalion st will by the party cwming i, bl ot the
obligation, to parchase such 04l of seil @ fo ofhen & mny Ome and fom Eme 1o time, for the ncoount of the ron-aking party. Adry
wach perchase of mle by Opersio mary be fermizated by Opesstor upon w8 least ten [10) deys waitien notice 50 the swner of wid
penduction and shall be subject shwmys to the right of e cwner of the production upon il leiad tes (107 deys writien notics 6
Dperaind 10 Excriss st ey tme & right wm ke i kind, of scpansely dispose of, ity share of sl Oul wat peevicaly deliversd o 8
puschess Hpﬂ-wﬂhwdqmmmdmﬂhm&#mwmﬁﬂhu
ﬂmmhm—ﬁﬂhmﬂhpﬁumunmmhipﬂdmn_d
o (1) your

wﬂﬂuhmﬂunnmmﬁimmﬁmhwumﬂmm
m.q.-ummﬂuﬂnnﬂ-mwuhmmmwmﬂuﬁuwh
Oiperater of o mmﬁﬂuafﬂdﬂdemmﬁmﬂW!ﬂlmﬁlhm
mq.ﬂmn.ﬁhnﬂhm § pary o sid conirect Mo purckese shall be miade by Cperslor withou! firg
M-mm-a—mclu}m'ﬂmﬂdﬂmmﬂmﬁuthnﬂwum
basis 18 be used

All parties shall give timaly WinEn nolice i Opemor of their Gas markeing Emagoment for the following month, mcluding
price, nd shall rotify Operaior mmedasdy in the ever of & change in such emangemests, Operster shall maingain records of !
markstisg smargements and of volumes schusily sold or tresaported, which reconds shall be made avadlahia w0 Men-Openson vpon
repaoakic QU

hnm#wmﬂm‘q-—WHuhdhu-#mmhmﬁdﬂ
mﬁhﬁﬁMmthMhﬂMHﬂmwllmmﬂmHMH
mulﬁu-hhbuﬂu:-dnmuunﬁum“hmﬂlhnmﬂm-ﬂhm
wmmnm.“#nmhﬂuaﬁ'?uuammm
whal] give potioe fa o] pasties of the firsa sabes of Qs o eny well under the sgroemen
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ARTICLE VIL
EXPENDITURES AND LLABILITY OF PARTIES
A Liabiliey of Partiess

The bability of the parses shall be s, 5ot joind o collective: Fack pasty shall be resporible ocly for 19 oblygatons, snd
mulmﬂhnwmdhmﬂm-imncmm Accondingly, e s g
among the parties m Adtele VILE e gven o secure only B debes of ch severally, and 5o pary stall huve any leiality & Hind peue
bespisnder i satinfy the defilt of sy other Pty in the payment of any expemis o obligation hereunder. [t i not the imention of the
pﬂunﬂmﬁmh‘mﬂhﬂmﬂimﬂu_-ﬂﬁﬂﬂﬂmﬂhﬂn-ﬂﬂﬂﬂm
pisoeigon, of i pender the parties lisble s pariners, co-vesturers, of pringipals In thest relatioes with ench other under this agreemens, the
ﬂmmhmmnhhﬂ etablisnad § confidential relarssaalep bt redher shall b fee i acl on an T s-lengrh
Tasts i socondenes with i own Mﬁ'ﬂ'ﬂl-“l*hw,lﬁiﬂiﬂhﬂh“ﬂﬂhﬂﬂlhﬁ
Wuﬁﬂﬂﬂﬂnﬂhmm.

B. Lisss und Secarity Inbersatic Sex Artishe XVLOL for sdditinns] provislons.

Each party gramts to the other parties hirmo o lien upon sy miesent it pow owna of hereafier scquires = O] and G Leaies and
4l snd Cias Inerems i the Comest Ares, and & secunty nfernst and/of parchise maney SScutify Eferest in ey imserest it v owha or
MmhmdeMHHMGMMH-MMnHMﬂm
ﬂgmphmwM¢mmquhmhﬂnmnmeummnﬂnhnmﬁMNnum
mgﬂm.hﬂﬂHMdmmﬂﬂhm-mm.ﬂhm
peifermance of opemoons hergender Epck lien end ssconty imeres grantsd by each pecty hereto shall inchude such pamy's lessehoid
mmi‘mmnﬂﬂmﬂmm“hhmm fiti el of hevenfle
mﬂﬂwwﬂwm'mm* w this sgreement, the Dl and Cua when cxtreiied
ihereiiom and equement situsted theseon or used o lasined for ue in consection therewah (includeg, withoot limnation, all welh, oo,
ﬁm@hdmimMIMMMMHMHMI&-&NDI*G::
the wllhesd), comtract rights, ivveniory e Mrﬂﬂuﬁ.“wﬁhmmﬂm-ﬂmuh
foregomg.

To perfect the lien and security agreement previded herein, ench ‘party henvto shall execete and acknowledge the recording
wmmmu#mﬂﬁd—dhqm henita in cofpunction hereweh of ity time following
muﬂﬂmh#ﬂh&ﬁuﬂnhmﬂg#ﬂﬂ“ﬂuuliwmh
h#uﬁﬁ#mﬁﬂu&ﬁ.ﬁ‘”ﬂhpﬂﬂhﬂfh%&mﬂﬂﬁihﬁh
Muwm-mdﬁmm-mmdﬂwvwhmmm
hereusalei mmwmmwquwmununummhm-tmm
w8 lien or morgage = the spplicable real entate recceds andfor o firescny steiement with the proper officer under the Unifurm
Commenzial Code.

Hmwﬂmmhﬂwmmuhlﬂﬂmmwhmmﬁmhm
parties sl be a firs wad pnhﬁ.iﬂqﬂmhﬂwt-ﬂihmﬂﬂmnm inigrest again all
p.-uuquurqmiqﬂmnﬂﬂﬁul-l-dwmhhmmwummm AN pasnties
-#“ummmmﬂhwunmﬂﬁm-mMMHﬂvmnmmhﬁnumﬁumﬂ
wnrh_wm*ﬂulﬂ#hmﬂn:ﬁinhhluﬂﬂuhpﬂhhﬁmﬂlﬂ a8 i all
m“mmnﬁmmmamﬁmmmeuﬁﬂmum

hhmummnmﬂuﬁhummcatdhnumum“-
melumﬂwmhmmumﬁuﬂlmﬂpﬁﬂ-hm The tringing of 1 sunl snd the
obim: g of pad oot by & party fiot whe wecuned ddebtedems dbail fot b deemsed an election of semedies or atherwise mffiect the lien rights
mwwnmummhmenHﬂhﬂmmﬂﬂﬂhwanﬂmﬂﬂﬁhHHWM
-'uu-.uiu.,irwhwmﬂhﬁhuﬂpﬁ,-tﬂuﬂhﬂhnﬁmm'p}ﬂhhwm
“mﬂunmﬁmhwhmmhﬂdmﬂmmﬁmumuh_ﬂhmﬂ
uy“hm.plumupnudn'wc:mmmeMhmnmmmmmn
seocoeds from the sale of such defalting pary's share of Ofl end Gas All purchasers of production may rely on & notificstion of delsl
hhmwwmmhmuulmﬂﬁmﬂLHmpﬁmwmmﬁﬂ
purchasers for rebeasing production proceeds s provided in Sus paragraph

mmnwm-mhnnmmuummdqunmhnhmmudnnHMmhw
nmmnmmuqnanqﬁnmﬂuuﬂ#wmnmmhﬂunuihmwmum
mumﬂmmmhmunmmmdmh“nmﬁﬂmﬂwnnthmnﬂﬂmm
gﬂummhHanmwmeﬂMthnjudmnmﬂnﬂﬂhﬁmmwmmr
wailalste hereunder of sfsnee

IF aewy party dces not perfom il of ity obiygatons Beseunder, snd the filore 1o perform: subjects such parfy 10 Roreckoaurs o
wmmhnWiHMhumMHmm.uuﬁ‘m“*
mm“#umqnw“hhhMMF@ﬂwﬂﬂﬂﬂﬂnﬂﬁﬂﬂﬂﬁ-Mﬁ#ﬂm
mwwwwuqmﬂmwunmwunmwuuhhd—mﬂmmﬂuuWMMumm
s appaimed rn.u.nﬁm.u-nmmmn“mm.mmmmnmmm-mqrn-um
munmunI-nmmnuunmm.-ﬂﬂuuumhd-hmpmmdwqﬂdh
W o DEeTwiie i B oomimeeial by feenabl v wd upssh sensenabls rolice

Fach party agroes B mﬂmﬂuwhdﬂummﬂm-ﬁmumuﬂ-h I ol mey
sisie in which e Contmmct Area & sibusbed o enforce wmumwm.mnmhmﬁn
feregoang, 10 the caieed pormitied by appisable lww, Mon-Operninn sgree that Operessr may involos of stilare the mechanicr’ or
meberinimen's len low of the i in which the Contrect Arcl is siaaed in order o secwre the paymend 1o Opersier of sy sum des
mirender for s ed performed or mateials sepphed by Gpetato

T Advmnres

Oueerutior, a8 it elecinon, shall have the mghi Bom Bee b time o demand and Feceive Trom one or mom of the aher paries
paymen in advance of their respective shares of B extimated enont of the oo o b incumed i opetions hirgusder diring fe oo
wanoved ing, month, which right may be encroised onky by seleizon i esch axch party of n femized daseriest &7 kuth sanmaied mopans,
t#-ﬂmmhhlﬂw.mﬂnn-mﬂm fior the payment in advance of estimated expenas whall be
subrmiiied on o befiors the Hith duy of the next preceding month Each party shall pay to Operator &8 proportionats shans of fach enimale
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within ffeen { | 5) dayi afier such eximats and iEvonte i meoerved Ef wrey paerty failn b pary s share of sid entimate within sas] teme, fhe
.md-:ﬁlhﬂnmnﬂhmufuﬂﬂmmﬂlhwnﬂyhmmﬂ
qnumﬂu-hmﬂh_dpqhmhﬁthduﬂmmﬂmm
. Defunlis and Remedies:
quﬂhdﬂpﬂkm-ﬂ_ﬂﬂmﬁmﬂuﬂmwﬁlﬂnnnﬁw
advanse urder tho mmw:.ummwummu—hmmm#w
heneusdsr, Shen in addition % te remedies provided in Asticle VELR o slsewhers in this agresment, the remedies specified below shall =
mpplicatiln. Foe poarposes of this Astcle VILTD, all motices el elections shall be delivered ealy by Operuior, except tha: Oparator aball
Hummﬂ-ﬂmﬁa“hnmﬁqh%.ﬂﬂhﬁuhmhmmﬂm
mﬂm_“ﬂmhww.m&*ﬂﬂmﬂﬁmmﬂﬂmh
w;_dqmmmﬂﬂmummw:mqm

1. Spipenuios of Righis. Amy parey may deliver to Se pary in defislt n Notice of Defilt, which shall specily S defielt,
spcify the action to be Leken i cere the defidt, and specify thet falure 1o wke such sction will resalt i the meni of one or mom of the
rosedics pecvided m thi Amicle B e defauly i not cured witkin thirty [30) deyy of te delivery of such Noticoe of Default, all of the nghtc
of the defeuhing party gracted by this Bpresnemt S4y Won Toto! be wmipended ol e defulr b5 pered, withou! prejudice Bo the rnght of
hmmnmuﬁ-n#ﬁ#hnﬂlﬁnﬂhﬂhmmuﬁmumm
under this agreement. 1f Operator s the party in dafuslt, the Mon-Opansiors shall bave in addition the raght, by vote of Nos-Opension
owming & musjory @ inmeedt in the Commet Ades afie! excluding the woling it of Operitce, 10 agpoil & sow Opemsior effisctive
semediately The rights of & fefiweitng party thet may be susperded homunder & the election of e non-defiuling parties shall inclade,
withrat Timbon, the HEH 0 fecrive RRrmation & 10 iy opsrstion condutied kereander dunng de period of such defult, the right
leet o participate in & operation propesed wnder Anicle VIR o Sis agreement, the right © participaie in am operabion being conducied
mnwmdhmuwwnwnnuhmmumumma
prndarnan from amy well sobject fo thiy agrmsest

2 mﬂmﬁdnmlmmnunﬂhﬂmMm W (M joing oo
expense] 1o collect the mmounts in defwels, plua nicnesl sccning on e smounts sereered from B dete of defll und e date of
collection = e e secillcd in Exbia “C* aached berein. Nothing harein shall prevent sy parfy from pung any defiuhting pasty
colbect consogueral damages secniing w0 sech party e 8 resalt of the defal

}. Desoed NonConsent. The ron-defsuhting party may deliver & writien Motice of Nof-Cosent Election o the deduuilting
party o anmy nime aiber the expiration of the thirty-day care pericd following delivery of e Motice of Defeclt, . whick event if the billing iy
for the deilling & mew wll of the Piogging Back, Seletmacking, Reworking or Despening of o well which o 10 be of has been plugged m o
dry hale, &¢ for e Complelion o Recompletion of any well, the defauiting party will b conchaively desmad 1o have decied aol D
participats in the opemtion wad & b & Non-Cossonting Party with respect theme uader Asticls VB o V1.C, & fhe ol iy Be, o the
um-uurhmupdhﬂw.mm“ﬁmmmmmwdmnhwﬂumm
wummmmmeuﬂﬂuh#mmﬂwﬂmmhﬁuﬂl

Uintl the delévery of such Notice of Non-Comest Election 10 the defuulting party, such party shall have the nght o cure &
defrubt by paying i unpaid share of ety plos interest of the raie set Torth in Exhibit C." provided, howver, sxch payment shall not
prejudics i rights of the mon-defsuling parties o purc Emodes o damages incurred by e nos-Selislling penics & & el of the
defwsll. A=y intevest relingeihed pummant io this Anicls VILD3, shall be offered o %o non-defiulling paries in pEopomon L
MH&EMMdﬂhwwnﬂumﬁ'ﬂMWﬂhmﬂdhmﬁhm
ol e de fished amosn? upn e ehection in pEmcpale teren

4, Advaren Prypest: If o defuclt i st gured within thirty (30} duys of the delivery of n Neotior of Defiolt, Opersior, of Nen-
wtnpﬁqmmMm_mmmmehmmﬁimﬁmml
ardicipared share of ey #em of ogpenss fior which Opemmior, or Non-Operaton, & the case may be, would be etitied o fembusement
ﬂwmﬂlmmmHummwh#Hﬂummmmmbﬂuu
|bﬂmu.|}tn#wmnmnmmnmdmi&mnxﬂlurtuq:iuudiwﬂunu-ﬂnﬂmu
participats in defling or Completion has been made If the delnding party fuilt 1o pay the seguited advarce payment, the nen-defaulting
pacties may pervse wmy of the remedies provided in this Al VILD or amy othet defivcll remedy peovided elwwhere @ This agrosmmem
Wmiﬂdﬂmum&wdmumﬁﬂﬂimhnhﬂﬂhmmuh
advidhiing Tty

swuummwnmnmhﬂmmumwmmwmﬂ.
mm.umﬂumnmmﬂuwhmﬂmmmﬂmmdnw
amarreny'y fee, which the lien previded for hormin thall ilas serote
. Reninls, Shui-in Well Paymests sad Misimom Reyalties:

Ractals, sht-im well payments and rmsmum movalties which may be required ender the wrms of any Jesss shall be ped by e
party or pariés who sebiccted such lemse o this agreement o it of their Expense Is the gvest two or mofe parkied own end have
eostribond frerests in the s e o this agreement, such parties may designate ooe of sech panies to make sdd payments for wnd on
tachall of & ssch pariim Any gty Sy requeat, and shall he emitled 1o recetve, proper evidence of all such paymenti I the evenl of
failuee ie make proper paymend of wy rerial, shari-in well pEyment of mirsmum revally through etk o cveriaght where such payment
ia eequered 10 continue the lease in force, mny |os which resus from suth non-payment shall be botne in accondance with the provisions of
Anichs VB2

m—ﬂ|mawarumﬁmu-mﬂmuuﬁ.mmm-mmu
o producing well, & st five (5] Says (enchudimg Satandary, Sundey. and legal hobdiys) pror to taking wuch actics, of ot the eartest
sppornmity parmitied by citcumsiances, but astumes 0o libiliny for fdare fo do so. In the eved of fibere by Opeaton 1o 0 potily Nos-
mhmwmmmmwmhuﬂn_ﬁﬁmuﬂm-mn_m
e hamie joingly by e pambes hereto under the provisioes of Amicle [V B A
F. Tanem

Brmirmeg with tha fed calendar year sfier the efMerve dain hemecf, Opersior stall ronder for 8 walerss tsasnen o7l properey
subjeet b this agresmist whish by i shoull be nindered for suzh tooes, and @ shall paty ol woch Goors aesebeed Shicson Befors they
bBecome Aalinqueni Peicw 1 (e rendition dae, mach Mon-Oportor dhall femish Opermes infiormation a3 o bardema {io inchade, Bl not b
Lamined w0, rovaltion, vertidieg soyahies i prodwection paymental on Leases and Chll and Gas Interests contriteted by wach Mon-Opertion,
If she assessed valuation of any Lemss is reduced by reasom of is being subpect 1o outitending evorss royalties, ovemiding royalies o
production payeess, the rduction in ad valoress woes resalting therefrom shall isure 1o the benefin of the samer o oamens of sech Leass,
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.ul}p-ﬁrmuhﬂwunﬂmwmnnhﬂdwul beveeit of pech reduction. I the adl velerem wes sre based
in whole of i Pl Spon BepaiEk saluations of cech SETys working interest, then potwithstanding anything to the commry hepsin, charges
i the joint sccount shall be made §nd pasd hhwmmﬂﬂhum—ﬂhﬂmm \PRETET
wﬂ|m=luhpﬂ-hﬂipapﬁt-mﬂﬂhpnﬂhﬂmmﬁﬂhhbh‘ﬂ.'

uwmqum—-w.mm,:nmmmu_um
m“hh,dmhmuumm_ﬂm“umhpumum
deserminatios mum#mujmmm-’iﬂum.mmmnm“u
wryy imierest wnd pasaalty When sty mach protesied assessment shall bave been finally desermined, Operator shall pary the e for e joint
e, ingether with iy misieat i penalfy accrand, and the fotall coit shall then be sesesmed again the parties, and be paid by them, &
pevwided in Bkt “C."

Each party shall pay o cman o be paid all preduttion, svernce, axsis, gathersg end other booss imposed upon o1 with
_ﬂtu-p‘dﬂhuuﬂﬁ-‘ﬁﬂmhﬂﬂllﬂﬁ-nﬂmﬂﬂﬂhuﬂm'ﬂ

ARTICLE ¥IH.
ACQUISTTION, MAINTENANCE OR TRANSFER OF INTEREST

A, Sarrender of Leassic

The Loases covered by this agreement, mofis as they smbrace acreage in the Contract Aves, thall 5ot be wemesdersd in whole
or in ja urdess all parties cofent thensio

Hewever, should amy party duifc W0 Mummmm%Hmmmﬁ|wm
uﬁuhpu-mn-lmuﬂmmhﬂw-ﬁnﬂmuﬂﬂmﬂﬂlhﬂhﬁimhhﬂmﬂ
mmnﬁmum&hmmhmminhﬂmtmm Failwre of & pary i whem much
miotice (5 delivored i reply witkin jaid M-day poriod shall constinge & consent 10 the surrender of the Lesses described (& the potsce, 1f all
parties do nol agree of consent therstn, the party desining & errender shall assign, withouol expives of impliod westesly of e, afl of &
interest 7 such Lenss, o portion theeod, and any well, materis] esd equipment which may be located thereon and esy rights = preduction
ihereadier socured, o the parties net consenting b such sumender If the inierent of the musgning party is of includes an Chl and Gas Interest,
ummﬂmmﬁhh the faety or parties Dol eosmenting 1B such memender &= o2 and gas lewse povering wech O
and Cas Interest o & term of ane (1) vear w50 bong thereatter as Thl anddor Diss i produced from te lesd coversd Seetsy, soch loase
e on e fotm amached hereto o8 Exiibit *B.° Upon such msigrment o loawe, @ assigning pary shall be relieved flom of obligations
thereather mocratng, Bul el theresedore moonand, with respect bo the interest assigeed or koased and the operaiion of ey well sifribuintle
therein, and B aasigaang party shall have no Berder istesest in the sssmgned of beksed premises End (1 suip=uet preduction other than
hwmmq_m-ﬁfnmﬂhm The parry mdignee of lessee shall pay 10 the party asxignot of lessoe
hwﬂmﬂhm_ﬂ.hm-ﬂﬂmﬂ_-ﬂiﬂ_ﬁhﬁﬂhm of leased
WETEERE The value of il sbvable materals and equipmest shall b= detsrminsd in socondance with the provisioss of Exbabit °C." len the
extimaied cost of salvaging and the extimaied cost of plugging and ssendening med resoning S merfice. If such value is e than such
mmumwumﬂlni the party asmgnes or lessse e emount of mch daficit. |¥ the astignment of lake W in
fwvie of mote than coe pasty, the irerei aaall be shared by Such piries dn the proportions that the misnest of mch bear 86 B 1o0a) iniefea
of ol juch parties B the imteren of the parties 5 whom e msignmest b 1o be made varies soconding io depth, Then the imbeesl askigned
whad| pemilarly reflecs futh vieiances.

Amy asignmen, lesse o surmender made under this provision shall net reduce of change the sssgneri. leienl of surendenng
parfy's imerest wn it waa semedintely befbre the essignmend, lemie o nererder m the talmnce of the Contract Arcs, and e screage
awsigrer], |eased or metcdered, nd mimeyuenl i ihall roé ihermafier be sbject o the termd wnd proviicss of this

mwﬁh*mﬂ greerner and madifled oy 1o reflect The cwnctihip of e stquring
B, Resewnl or Extension of Losasc

1f arry pearty secures n rencwal of replacemen: of an O and Gas Lewss o bnoereat subject 1o s agreement, thim off other partics
ksl be motifed promptly upon such soquisition of, in the cae of a replicement Lesse naken befors expinetion off an cuistmg Lease,
oty epon expiration of the existing Lease. The partics rotificd shall have the right for & pesiod of thirty 10) davs Rollowing delivery
¢Emm-uhlﬂnmnntm|ﬂtnhwﬂhHHMﬂwLMM-ML_MH
et the Ciontract Ares, by paying 1o the party wh scquited it their propoftionase shares of the acquisition coRt sllovated 1 that part of
#1&mnm_mmnhmﬂmuumhﬂimwwﬁmmh{hmmEqr.h
mﬂMmhMﬂnmmmmmlhmmwu-mmw
bry the ROquining party.

um“hwgﬂﬂ.mﬂ#uwmhwﬂam or eplacement Leise, o ahall be oowmps]
hhﬂmﬂwmhilﬂuﬂﬂmdhﬂﬁﬁmdmhh
wmuhwﬂhwdpﬁﬁnﬁmnmmmﬁﬂpmmhhmtmh
met.—.ﬁmnf|mdﬁwl_h sy o ol of the parties heroto shall not casac &
wunmuhmm-&nw'uun_uwmn-u h“ all partied ebeet
pericipsie shall not be subject w0 ths apocmend bal hall be demmed sbped B B RpRE Agresment | B
mromEnL

Ehmdhwﬁ-nmmmmmummutﬁﬁﬁnmmn
penewal or reslacemens Lewses and their right 10 receive an ssigromess of imenest shall sl rellect pich Septh vininos

mwdmmmmmm--uwwhm-wuhhnhmmh
ﬂ--prm.L-r.nrw-rnﬁlwﬂnurhnwumbmnm“#ﬂﬁmwﬂl—dnhhhmd
it predecessor Lease, oo takes or conumaoned for or becoming effetive within six {5) months aftes the expinstion of the existing Lesse, thall
hmnﬁmn“uﬁwu_ﬂdthmﬂmmﬂth_h:ﬁ-ﬂwm
Leme becomes affoctive; but =y Lemse taken of contrmeted for mors than six (5] mestss sfier the expintion of e existing Leass shall mo
b deemed § enowas oF replaoement Lease and thall Aot be subseol 1o the pravinsns of B agieiment

The provisssns in this Artiche shall sl be spplicable o axsenieors of Cil md G Leaes
C. Acromgn o Caalk Contributiss:

While this agreemens & i foroc, if ey paity conrects for & contribution of cash towerds the drilling of & waill o ey othe
mmhmmﬂmﬁﬂuﬂhhmtmuﬂnummﬂ shall be
upelied by it agamat the coat of wack driflmg of other epeation. If e comtribusion be in The form of acreage, the party o whom the
Mumﬁﬂm-ﬂum-‘—ﬂﬂum.nﬂ-um#muuhﬂiqhhhhm
i Drilling Partes shared the oou of driling the well. Such scroags shall become & sepamuie Coniract Adva snd, & B enen posuble, be

14
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mummumwmmmmﬂywmmmﬂqwummu
mmhm#quﬂwmmmﬂﬂmhmmmﬂmnhmkww
ﬁunmwmhhmm-hﬂnhmﬂﬂﬂdmﬂh:mm
“qmmhqm“wwdﬁlmﬁhhﬂmwm.m
consideration shall not be Sssmed & congribation & coniemplated in ths Amicle VITLC.
. Asslgmennt; Maintemancy #f Lsiform |njered:
hmwﬂwnMﬂmhhmm-thmmwwmm
“&,w-ﬂmimmhwmnmu-nm,muumd—mum”
in the 0l sl Gas Leasss gnd 04 and Ous Datesests embruced within the Contract Arca or in welly, equipment and production uniess such
mwiﬁiﬂ
1 u-ﬂtmﬂdhmnﬂﬂi-ﬂﬁﬂmﬁhﬂﬂumhﬂmw—dpﬂmw
) mﬂmwdhmmmhﬂmmh_uﬂ-ﬂ.MMﬂW
el produstion i the Coniact Aea
E.u;d.,mmh-n.wman-mndthqmﬂlhmmmthw-ﬂ
uhmmwunmﬂhuﬁmmnnmhnufnmmm-uﬂh-ihu-w
mmum|mnhmntunhmumhdd-hmuﬂmmhurm
wﬂm.khmnﬂmhmﬂwm“lﬂﬂmm“ﬁwmm
mmmm:mmmmmm-mﬂnmﬂﬂwhmmm
i wnang fmm the vensfeor of Eunileee o maigreesl of other dupositen of imeresl by & party thall releve such party of cbhipstions
mmwﬁm“-ﬁm&hmmmﬁhhhh#ﬁﬂlmu
”wmumhﬂmmq_mmhnﬂmmﬁﬂﬂﬂm-whmwﬂﬂﬂ
wﬂhhﬂmimmwaﬂﬂ[ﬂ.“tmnbﬂhhﬂh—hﬂhmﬁmﬂ
any mxch o agareom
|-|-.|.qmumﬂth&rﬂmﬂwhhH¢MMM1nmm
mﬁwnw-wmuwmmmamwwmmmtﬂ-h
..r,,Wﬂmmmmﬂhﬂmduummmﬂmnhmiumdﬁ
mﬁmmumimmmmuhmm.mMuﬁ-mﬂmﬁuﬁnmm
and gxsene all conact or agreemenes for the disposition of their respective shares of e Od and Ous produced from e Conrmct Ases
el theey shall have the right bo reserve, separmiely, payment of the sale prooseds thereof
E. Wialver af Rights to Partition:
ﬂmuﬂh’hHﬂﬂﬂwﬁﬂmmmmmh‘h-m.ﬂmmmn
ﬂwmmmummmq-ﬂﬂﬁﬂuimhnhmiﬁmﬂhumuﬂrulnmhm
[iiedl TETEDT

ARTICLE I
INTERNAL REVENUE CODE ELECTION

mumm-mmwdmwmnhnmu--muwu patics
hﬂm#!thMMHMﬂI_“mmmmmM
shects s e excluded from the pplication of all of the provisions of Subchapier “K," Chapter 1, Subtitie “A," af the Internal Reverue Code
of |96, &5 amended (ade™), s parmined and asthorized by Stction 1 of fhe Code and the fegulstiors promulguisd theseundes
m-m.dupndmmqpnﬂurn&mmqﬂﬂ:dnh#ﬂﬂmimhmﬂm
the Secretary of the Toeasury of the Undad Guies o the Federa] [atermal Bevooun Service, mclaling specifcally, bt mot by wmy of
mmdhmmﬂmmmﬂwmmllm Sheald there be ary requirgmant that pach
party ety effecsed give Assther evicence of this elecnion, each such parry shall mecuts fch dosuments and fumish such other evidence
uqhwmnrﬂuﬂm—lm&mhrumumhnwwhduu B wecly parrty shall give sy
m““-rw.rmmﬂwm-mm.Hmmrmm-hﬂdhﬂwmh
whnch e Conmact Arva in located or any fulure Seome b larws af e Ulmined Staboy oostsn proviibony similer to tose n Subchapter “K."
Ehpw:,Mﬂu'h'ﬂnm'ﬂ-hﬂl-m“luuhmﬂhmﬂluhmummm
hetrakey affioctid shall make wock eltction a1 mey be permitied or required by such lrws. In making the foregoing election, each sach party
HHHMWMMMMWMMEMWMMMH
parinmevhip laaable moome.

AHTICLE X.
CLATME AND LAWELITS

wMﬁmﬂtmmeﬁmwm-thMJﬂw
o not wwoesd e Panined ol Dodlars (3 __ 10000000 §wnd if
ﬂ.m-mmmd-ﬂhun!hﬂmw-ﬁﬂﬂﬁmnﬁn
mﬂmdmwuhﬂnmﬂuuﬂmwmmmm in delepised 5o Opermor. All cosls and
m«mﬂmwmmﬁﬁwmmu-mmw—ﬂhﬂmhh
cperation Bom which the cleim oe suit arises. 17w claim is made sgainsl a=y paty of if any party is sund on sccount of wny mamer anmng
mwmwm:ﬂwummMqumﬁ-ﬂpﬂwhwmm




EYEHENSESEEEEREgenantue"

ﬂ:d#ﬂﬂEE?E&EEEE‘:EEEEE":EGSEE#ttﬂ#EHH:EE'ﬂE

ALA_P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 (Horz,)

leﬂﬂwmﬁﬂdﬂw_ﬂhumduwﬂ-hdﬂmmm
ARTICLE X1,
FORCE MAJELRE

1rmmuwﬂnﬂwwnmwmmwwumﬂﬁﬁnmhm&h
u-.umw—uMuﬂmmwhﬂmﬁ,umhﬂmuﬂmmmmmd
thﬂMMMMIWHMHﬁW;H—HMHHuMn
Mwhhﬂnﬁﬂhwuqumupmmmﬂhhmﬁnmmw
msjeare,” as beve empioyed, ahall msan e st of Cood, sirfke, lockeut, o ofher indusisl disturbence, et of the public enemy, war,
mm:nMMMﬂMumud—nwWHmmﬁ.-mn
insction, oeavadabitin: of equipment, and sy oiher cisse, whether of 1B kind specifiesily enumenbed sbowve or otherwise, which o mot
peasonabiy within the conirol of the party caining Rupenton.

mMﬂmuﬂwﬁm»mnmmmnwumm
m_MqhmﬂthﬂdwﬂwﬂmwﬂmﬂMMN
oher Tabes diffigulty by the party imvohved, contmey oo i withes, hew ull soch difficultics shall be basdied sball be entwely within the
dincretion of the party somemed.

ARTICLE XIL
MOTICES
ANl notiees puthorssd or neguired berween e partin of g s of thiy agrecsent, wnlem oharwite spesifically
mulmnm-ﬁuﬂwﬂnwwuu*ﬂ : ielapram, i, Wlecoper or Ay othes fors

u{mtﬁmwﬁ.ﬂm-ﬂ“;ﬂ-ﬂ-lﬂmﬁﬂ‘h‘ﬁﬂ%iﬂm
mﬁumﬂhﬂmmumm.hwmwmﬂw
hersol skl be deemed delivered only when seoeived by the party s whos such notior is direcied, and the bme for such party o delsves
uay hetice in response therein shall i from the date the criginming notioe i vosived. “Receipt” for perpascs of thin sgrecment with
respect 1o writien fobcs delnaened shall bu actzsl delivery of the notes 1o de addrem of Se paty %o be notified apecified =
sbcailince wih B agieomemt, o 10 e , Bcwirmale of neley machine of such party. The second of b
mm-m_dﬂﬂmummﬂﬂﬂﬂdhﬂfhmhﬂwmm mlen,
miocopy of facaimie, of when persaaly L] i e modified, provided, thal when reposds is eguined withe 24 o 48
howrs, Fch responss shall be given onlly e by or oirer fecsimile witkin much pariod. Each party shall barve e
rﬂﬂmmdﬁﬁﬂwﬁuﬂmwnmhﬁmﬂﬂmhlﬂ oiher parties. 17 . party is ot availahie
5o teocive: aodice orally oF by ielophons when & party sRempE o dliver & notice required io be deliversd within 24 or 48 howns, the notics
mhﬁlm“qﬁuwmmwwrﬂmiﬁﬂHMHhﬁﬂhh-ﬂ_mﬁdhh
Y TERREEAl Y MO
ARTICLE XL
TERM OF AGREEMENT

This agrotment shall remais i full foece and effex s 1 the O and Cs Lenses ancor Ol wrd Cian Btereats subject heress for
the peviced of time ielecied below, provilded, o, oo plily beredn shall ever be corairucd as hawing sy right, Yile & Stefeal o of 0
ey Lieaes o 00 and Gas Inseres: coniributed by amy other party beyond the term of this apreement

B Dptin Mo 1 In the cvent the well described in Article VLA, o sny pbaeguent well dridiled wnder sy provision of Sis
agresmene, tesulis in the Completion of & well & & well capable of production of Od andler Ges = paying quantites, this
agroerant shadl continue in forze 50 tong aa any such well ia capable of production, med for an wdditioral pered of 180
dirys therpafier, prveded however, o, pror in The sxpeeiion of such addmonsl pericd, one or more of e paries heoein are
uﬂdmﬂ.ﬂummmmﬂﬂ.hﬁuIMwMEml
welll or welli hereandar, thin sgreemen: shall contsue & foroe unitil wch opomtion kave been completed and i prodhection
reyaiss thersfrom, this agsecsent sall contife in foece = povided Becein I the even the welll desorbed in Amicle VLA, or
-h.mﬂm“,ﬂn;hmhﬂm*ﬂh“ﬂnﬂﬂﬂmﬂmu
Conirect Ares, this wﬂmﬁmﬂﬁu%ﬁ“%hmm
HuWWﬂMMm#hhhﬂﬂmiﬂﬁl."w
for such purpsses shall mess ither (i) & decision by all parties mot 10 conduct any further spemlioes en the well o (3} the
mﬂtnmmnﬂuﬂqmmnﬂ,mum
The mrmination of this agreement shall not relieve sny perty hereto from eny expenss, labdiy o oiber prligabon or any

pemedy therefor which has sccnaed of aftached prior o e dute of gech tersinabion
U#MﬂﬂwﬂﬂMﬂlﬂﬂlmm,ihM|mﬂhi

Oprating Agresmess has bees fiisd of record, Opermas & suthorised o file af weord in ofl necessary reconding ofSoes & notice of

teervisation, and ench pary hevein agrees 1o resciie auch o notior of ETEiNtion o Operslors @t Upon reguest of Opemdor, if

Ciperutor has satinSed al] o fimancis] obligation

ARTICLE NIW,
COMPLIANCE WITH LAWE AND BEGULATIONS

A L, Rorgulitions sod Orderc
This agreement shall be subject o the spplicable lwws of the state in which e Contract Ases it located, 10 the valid niles,

repalations, and oeders of amy deby conatitted repulatory Body of sid maie, snd % o other appliceble federnl, waie, snd locel lews,

ordinances, haled, regulaion el coderi

I Goveralag Law:
mw_ﬂmmm-mhﬁhhmmumdmm

MmhmmmilﬂﬂWIMMhm-‘Mh

e ki of Dhe winie bn which B Confract Ares b letsied. If the Contruct Ares i In twe or more siabes, The low of the state of

Hew Megien  shall govere

C. Regubarery Agreriss
Micthing hesein comaid shall grard. of be construed o grant, Operstor the dight of suthorty 0 waive of mioase ey rights,

privilages, or oblsgatusen which Mon-Upesiton Sy have urder federl o ame Ly or usder rules, regolations of ceden promlgeted

undet 1eB Linad i refierence 16 oil, pes and mner] openstion, including the |0CM0n, ORSTROON, prodaction of weily, ca Facts offsotiing
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or adjscmat 15y 2 Contred Anos.

With sespect 1o the opesaons hereunder, Nos-Opennors agres ' releass Dpesator from woy and all losses, damages, mjunies,
elaima wad causes of Bction wrising St of, Icdent to or reidting directly or indirecty fom Operstor's imerpreation or spplicaton of rdes,
n.ﬂ.mﬂﬁiﬂﬂlﬂh“ﬂ“ﬂhﬁﬂfﬂh%ﬂﬂmﬂmwmm
1o the exient puch imerpretation of spplicetion wes made i good P iwred does nod coniticte poEl nepiygense Ench Non-Operaior further
ggreed (0 reimbure Oipermicn for mach Mon-Cipersior's shire of prodoction or mny refund, fine, bivy of other govemmenisl sanction T
wmhqﬁﬂunnlﬂHMHMME#HnH#ﬂMdmm
aweng by Operstot 13 & resdt of such [Soormect intorpresslion or spplicaton.

ARTICLE XV,
MISCELLANEDUS

A Expraties

mwﬂhm@unmuﬁwmumi-ﬂhmwh
MWHMMMHWHHMHI_“IhIHH“uMLu
teadered or which are lisied on Exhisit "A* s cwning an isterest in e Contoct Asta of which srem, in fict, an intereat in S Contreet
mﬂpﬁw.w.wmwnﬂm*hﬁbﬂmn this ggroemen el Lfresakd, given m sy
vime prioe 10 the nctual spud date of the Initind Wiell bt in 5o event Inter than five days prior % the des specsfied i Amicle V1A for
commencemont of the Initisl Well, wenvinte this sgreement if Operstor in ity sole disoretion deterrimed Gl thers i inweficant
participaton fo ustify eommencemest of drilling opemtions. B the event of such & rexmination by Operwior, sl funther ohligations of the
partses hereander shall cesse s of such Wminaton in the event ey Non-Operaiee ks sdvesced of epaid ey abaee of drilling o other
sty herpender, ol soma 56 advesced shall Be renamed D soch Nov-Operated withost Siiresl. Excent i ctherwise provided = Ancle
[V.B, i the event opeestionn on & weil shall be commenced without execution of this agiecmest by ol pences |imed on Bt “A” =
having & cvent inlpon in sech well, o i e evenl e sobeequent o e commescement of cparstioes o B well previusly enkaown
wmﬂmm“mmlﬂnhﬁ.NMhnﬁnm' o aprteiert agres ) one of the
Tollraing.

B Option Mo 3 The Opersior shall sdviss ol parties of the iotal interest of the parves thas have exeouted this agreement. Esch
party ERETEEng this agrecmert, within formy-sight (48) houns (exchaive of Saturdey, Suncey, and legal holideya] after delivery
af mach motice, shall advis the Operstor of it desime o 1) landt participation 1o such partys inievest & shown on Exhebit “A" or
fil) eamy nely s propomionme part {determined by dividing suck party's imerest in the Contrect Ares by the mierest of all
parties expouting this sgrocmen] of non-execiteng persons’ itevests, of |kd) carry fis proportionate part {determmed as provided
i [i1)] of non-ewpcuting perons’ intervsm logether with all or & portica of it propectionate par of any non-sxecuting perons
fraerems that wny exscuting ety did not elec! o ke Any inieres of mon-exacoling persons thil i nol cervied by &5 execuling
wﬂhhﬂlﬂ&ﬂ!ﬁh rihw Dperatesr. Finiluse oo advose the Dpemer vyt the time required shall be deesed an
ebsenon andar 1}

L Suseeasirs and Amigan: Soe Ardick XY LN for sdditions] previsioas.
mmmnmm#MMuth{hmbﬂhrmhﬁMM
wmﬂ“-ﬂﬁwﬁﬂhﬂhhﬁhmﬂhb—wm%wﬁnh
Cemimaet Aren
€. Conntcrparis:
This imstremeni many be execobed in any mber of counierparts, sach of which dull be comsdorsd an ongmal e all purposcs
. Severabilisy: See Artich SYLE. for séditions] provisiens.
Fre hﬂmﬂm" mepostang this agrecsent 13 B escuony contrect pursusnt o fedesl benkiapicy lawe, Sm
-'--':Mnuh:mul.hu.ruru-h-mnw*dhli-ﬁnr.-lhﬂmﬂwmnﬁwu
mwﬂiﬂnuﬂw;!mﬂhﬂlﬁlht;ﬂiﬂl
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ARTICLE XVL
DTHER FROVISHING
A, Conllct ol Torm

Wuwmnmm-mwum.mhmﬂw conflet betwoen the pertniiomd o Artiele |
thinigh XV of this sgrecosens and the provisions of this Arcle XV, the provisions of this Amticle XW1 shall govern.
B, Dperabar”s Duty:

Ueles drilling opessimmm ane ormisated parpamt 0 Adasls V1F, Operator shadl &ill m Horoontel Wil i the ebjectve Zone(x)
geed il the Latered mhmﬂulnhlwhﬁh-mﬂmﬁﬂmﬂmmmhm
jantified mor reduired
., Prisrity of Operation - Herizontal Wellis

Notwithatndisg Articls VLE.6 or anything eise = this agreement to e commey. 0 in agrend et where & Hormastal Well
ﬂmumwmmaﬂh&whwwm the Crmaesiing Partiey carcol agred spes the sequesce and
ﬁmhihﬂm%ﬁmmnmﬂmﬂmhmu{mwwﬂ

Fom Testing. coring of hagging:

L Complete &illing opemtions of all proposed Labemly,

Third: Ewtard or Deepen o Laber,

F oot Kick ot and drill an additional Latersl in the same Znoe,

Fifti: Piug Back the well in 0 Fore sbove the Zore in vwhich u Laberal wis driied, [ thefe {3 mirs thin ose propessl

10 Plug Back, the propesal 1o Phag Back 1o the nexit deepest prospective Tone sl hivve priohty over & propessl
1o Plug Back W & shaiower prospective Zone,
Simih: Sadeenck; and
Severth Pisg indl bansion s provaded for i Muticle VIE
Pripebded, trowsved, tha if, mt the beme the Consenting Panties are ccasiderng wry of the wbove, the hole i in sxh o condition
ﬂ.WMmemhmmmm&hiimhwuhm
wof foaing the hole prior 1 Completing e Horwontsl Well i the shjective Zone, wch operstice shall be eliminaded Bom the prastitics st
fiorth abows

D. CONTINUING OBLIGATION. The termination of this agreement or assignment of this agreement 1o &
succeszoe(s) in interest in the JOA shall not relieve any party hereto from any expense, Fability or ather
abligation or any remedy therefor which has accrued or attached prior to the date of such termination.

E. RECORDING SUPPLEMENT. Concurrently herewith, the parties are executing a Recording Supplement
which shall immedistely be filed in the County Clerk's Office of Lea County, New Mexico. Upon
termination of this agreement and the satisfactions of all obligations hercunder, Operator is authorized wo
file of record in all necessary recording offices a notice of termination and each party hereto agrees to
exeeute such a notice of termination s to Operator's interest upon request of Operator if Operator has
satisfied all its financial obligations. [n the event the Contract Area of this agreement contracts pursaan
mlhemnmﬁpuﬁriuumdmlndlpuﬁnhmmmwhnﬂnﬁmdmmn
amended Memorandum of Operating Agreement 1o reflect the contraction of the Contract Aren.

F. WELL ACCESS. In connection with the drilling of any wells under this agreement, Non-Operator(s) that
have elected to participate in the operation(s), its employees and representatives shall have the right at all
reasonakble times at its own risk and expense to full ard completes wooess to the derrick floor, well location
and Contract Area. NON-OPERATORS SHALL HOLD OFERATOR HARMLESS FROM ANY AN
ALL LD5S OR DAMAGE OR ANY NATURE OR RIND WHATSDEVER M AMY WAY
RESULTING FROM NON-OPERATOR'S ENTRY UPON, PRESENCE ON OR ACTIVITIES OF ITS
RESPECTIVE EMPLOYEES AND REPRESENTATIVES WHILE ON THE COMTRACT AREA
NCLUDMNG WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, BODILY DNJURY
OR DEATH AT ANY TIME RESULTING THEREFROM AND DAMAGE TO PROPERTY
SUSTAINED BY THE NON-OPERATOR AND ITS RESPECTIVE EMPLOYEES AND
REPRESENTATIVES.

6. DESIGNATION AND RESPONSIBILITY OF OPERATOR. Fasken Oil and Ranch, Ltd shall be the
Operator of the Contract Area and shall conduct and have direct and full control of all operations on the
Contract Area as permified and required by and within the limbs of this agreement. In its performance of
services hereunder for the Non-Operstors, Operstor shall be an independent contractor not subject 1o the
control or direction of the Non-Operators except as 1o the type of operation o be undertaken in accordance
with the election procedures contained in this agreement. Oiperaior shall nat be deemed or hold itself out
-m:n;emnfﬁcﬂmapﬂmnwitmhﬁt}-mbluilunhnrnhﬁpiﬂul[ﬂlh'm:w
incurred by Operator as 1o any third party. The specific duty of Operator to Non-Operators shall depend
upon the service performed as follows:

a.  In the handling of all monées received from Non-Operators or from other parties for the benefit
of the joint account, Operator shall have the duties of & fiduciary. During times when certain
owners take their proportionate share of production in kind, Operator shall have no duty of a
fiduciary to those cwners with nespect 10 marketing production.

b.  In the performance of duties on the Contract Ares, the Operator shall st as o reasonable prudert
Operator in a good and workmanlike masner with due diligence and dispach in accordance with
good oilfield practice and in accordance with applicable law and regulation.  PROVIDED
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¢ For all other duties and responsibilities hereunder, the Operator shall conduct its activities under
this agreement as & reasonable and prudent Operator in a good and workmanlike manner with
due diligence and dispatch in accordance with good oilfield practice and in compliance with
applicable laws and regulation.

H NOFIDUCIARY OBLICGATION. Except as relates 1o the handling of monies as specified in article V.A,

the parties shall not be considered fiduciaries or to have established a confidential relstionship but rather
h:pnﬂumﬂlhhumum-m‘slnﬂhkhmmwkhﬂmirmmmwuﬁ-

INFORMATION ON CONTRACT AREA. All information gnined by the Operator in the Contract Area
during the term of this agreement shall upon request be shared by the Operator whether or not paid for by
the Non-Operutors subject before such sharing io the obligation of the requesting party %o pay in
proportionabe share therefore. Operator and Nen-Operator shall hold all information gathered from the
drilling, development and production of the wells on the Contract Area confidential for the term of this
agreement unbess required by law, rule or regulation or, if fumishing information to & third party, Operator
andior Non-Operators shall have said third party execute a conflidentialiry agresment prior 10 sharing any
information.

COMMENCEMENT OF OFERATIONS. For the purpose of Article VILB.] and VILB.2, Operator may
commence activities preliminary 1o actual drilling operstions including without limitation, building
location, roads and pits, delivering matertals and equipment to the well site, rigging up a drilling rig, and‘cr
actual drilling operations, at any time either before or afler giving the notice of proposed operstions
required by said Aricles. Notwithstanding the foregoing. the parties receiving notice of proposed
operstions pursant 1o Article VILB.1 and VLE.Z shall have the full time ailowed in which 1o make their
electionis) and shall be subject to the non-consent provisions theneol to the same extent and in the seme
manner g provided in Arficle V1.8 without reference o the time that activities were commenesd relative
1o giving notice,

. DPERATOR'S AUTHORITY TO PERFORM CERTAIN MINISTERIAL ACTS. Non-Operators hereby

irrevocably authorize Operator (including any successor Operator validly serving hereunder) 1o take the
following actions under of in connection with this agreement, for and on behalf and in the name of Noa-
Operatars, all without necessity of further action or consent by Non-Operators:

a  Execute, deliver, and record i &ll appropriste public records any memoranda of this agreement
{including any amendments or supplements hereto), any financing statements, and any and all
ather instrumenis and docuements pecessary or desirable to evidence, perfect and enforce the teyms
of this agreement including without limitation the liens and security intereits established under
Article VILB bereol.

b, Execute and deliver appropriate modifications or wpdates 1o Exhibit “A” 1o this agreement 10
reflect subsequently occwrring events such & subsequent soquisitions of leases or changes in the
interests of the parties. The grant and existence of such powers shall not alter, diminish or affect
any ohligations of Non-Operstors under this agreement. The exercise or non-exervise of such
pawers shall be & the discretion of Operator whose decisions with respect 1o exercise or non-
eercise shall be non-actionable and shall be final, binding and conclasive as to all perties.

. AMENDMENT OF OPERATING AGREEMENT. Except as provided in Article XV1, this  agreement

may be amended only by 8 written document that is spesific in staling that it is an smendatory document
to this agreement and is executed by authorized representatives of cach party hereto, All replacement
mumwﬂﬂ“umwﬂummmMmemnﬂuwﬂd
herein, will be clearly marked as replacement pages and set forth the date of such amendment ar
replacesment,

. SEPARATE MEASUREMENT FACILITIES. If any party hereto creates the necessity of separate

medsurement by reason of assignments or other mortgages or conveyances within the Contract Ares, such
party shall alone hear the entire costs of purchasing, installing. and operating such separate measurement
facility, which facility may be constructed and operated by Operator, at Operator’s  election, for the
sccount of said party and shall be subject 1o all other provisions of this Operating Agreement including,
without limitation, those provisions relating to sdvancss for costs and offscts for unpaid expendes.

i, BANERUPTCY = If, following the granting of relief under the Banknaptey Code to any party hereio as

debtor thereunder, this agreement should be held 10 be an execulory contract within the meaning of 11
U.S.C. Section 3654, then the Operator or, if the Operstor is the debtor in banknuptcy, the other parties,
shall be enitled to 8 determination by the debtor of any trustee of the debtor within thirty (30) days from
the date an arder for reliel is entered under the Bankruptcy Code, & to the rejection or assumption of this
agreement. In the event of an sssumption, Operstor or the other parties shall be entitled to adequate
assurances &s to fuhore performance of debior’s obligations hereunder and the protection of the interests
of all ather partbes.

. SECURITY. The licn and sccurity interest granted by each Nor-Operator to Operator, end by Operator

to the Noo-Orperators, under Article VILB, shall extend not only to such party’s oil and gas rights in the
Contract Area {which for grester certainty shall include all of esch party’s leasehold interest, leasehobd
estate andior unleased mineral interest in the Contract Area), the oil andfor gas when extracted, and
equipment (as mentioned in said Article), but also 1o all accounts, contract rights, imventory, and general
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intangibles constituting & part of, relating to, or arising out of said oil and gas rights, extracted oil and gas,
and said equipment or which are ctherwise owned or held by any such party in the Contract Area. Farther,
the lsen and security interest of each of said parties shall extend to all proceeds and products of all of the
property and collateral described in this paragraph and in Article VILB as being subject 1o said lien and
pecurity interest,

COVEMANTS RUMNING WITH LANDVEFFECT OF TRANSFER. The terms, covenmnts, and
conditions of this agreement shall be covenants running with the lands covered hereby and leaschold
pstates therein and with each fransfer or assignment of said lands or leasehodd estates. Any assignment,
convevance or other tramsfer of an Oil and Gas Lease or Ofl and Gas Interest that is subject to this
agreement shall relieve the transferor from lisbiliny for the cost and expense of operations atinbatable to
the transferred interest which are conducted after the effective date hereof, provided that the transferor
shall remain Hable for and shall cause to be paid its proportionate part of the cost and expense of all
operations for which it was obligeted to pay and were commenced priof 1o the actual transfer, sxcept costs
and expenses arising out of or dircctly related to o specific operation in which the transferor elected (or
was deemed 1o kave elected) not 1o periicipate pursusnt to Aricle V1. From and after the effective date of
this said assignment, conveymnee or other transfer, the transferee shall be deemed to be a party io this
agreement, subject to the performance of all obligations attributable to the transferred interest for all
periods from and after the effective date of transfer. The Assumption of linbility by a transferee, parsusnt
to the foregoing, shall operate to terminaie prospective linbility of the transferring party for all periods
Mwhhﬂrﬂfﬂummufnuﬂrwheﬂuﬂludnunrbmfu,m;wlhmm
limit, diminish, or affect the direct and continuing liability of the transferring party under this agreement
and applicable baw for all periods prior 1o such date.

. TNDEMNITY. In the performancs of dutees on the Contract Area, the Opermior shall act as a reasonsble
prudent Operstor in a good and workmanlike manner with due diligence and dispatch in accordance with
a.md nilﬁdd pﬂnﬂ]ﬂ.‘lﬂ b mﬂmﬂwﬂh:ppliuhhhw Mmhw

SEVERABILITY. In the event amy provision contained herein should be deemed inconsistent with or
contrary 0 any Federal, State, or Municipal law, rale or negulation, said provision shall be decmed to be
modified 1o the odent required fo comply with said law, rule or regulation and & = modified said
provision in this Agresment ghall centinus in full force and effect without affecting the enforceability of
ihe remaining proviskoms, duties and lisbilities set forth herein.

SALE OF OPERATOR'S INTEREST. In the event of & sale by Fasken Land and Minerals, Lid. of s
inferest in the Contract Area, the provisions of Amicle V.. shall apply so that there shall be an election of
i SECCERIOr OpErator purssant 1o sakd provisions of Articke ¥.B,

. In addition o the provisions of Anicle [1LB. regarding the allocation of excess burdena, the parties 1o this

Agreemesni expressly agree thet if any party contribuies any Lease or laverest thal, by it terms imposes
sdditional costs on the besses thereunder based wpon stated probibitions against deductions for post-
production charges, such as tansportation, siorage, procesaing, and similar costs, the party contributing
ke Lease or Imierest that includes such prohibitions shall assume and alone bear any costs or charges that
arise from such profibition, and such party shall indemnify, defend, and hold the other pantes hereio
harmless from any asd all chrims aftributabbe to such addisonal charges. ™o party shall ever be responsible
to any other party's lessor of royalty owmer, and if such other party’s lessor or noyalty owner should
demand and receive any setilement based apon probibitions against post-production charges, or any other
mutter increasing the cost of production o lessee, the party comributing the affecied Lease shall bear any
and all such additional burdens sitribuiable o sech higher costs,
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N WITNESS WHERECTF, this agreement shall be «ffective ki 0f the diry' af
[Fasken il mpd Basch, Lid wha haa prepared snd crculsted Sy form foe execution, repeesents and warmants
uhﬂn*ml—ﬂﬂhmﬂ]ﬂlﬂmuuﬁdhh AAFL Form 610: 1985 Model Form Operaiing

Agreement, a8 published m computenesd form by Forma On-A-Diak, [=c No changes, altentiom, o modificatio, othe: than thos oeds
Ty pikethrough Indior inssrion nd that ars clearly rcogoizable s changes i Articles a3 foted hirem
Thavg Bxien made e form

ATTEST OR WITNESS: TL‘II.

NON-OFERATORS

Fasken Lend and Miserals, Lid, s Texss Limied

povinenhip by Fafion Meegpesees, [IC Iy
General parmer

By

Joemy £ Teylor
Type or print name

Titke Senior Vice President

Tax D or 5.5, Mo,

MWuerion Restatees, LLC

Walker F. Netherton
Type or print same

Tithe Brezidein
Daze

Tex [0 or 5.5, Mo,

Twpe of prini name

Tithe

Tax [D or 5.5, Mo
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ACKNOWLEDGMENTS
Note: The following frma of acknowiedgmant iee the short forms spprved by the Unform Larw om Botarisd Acta. The validity and effiosi
of thems fori i amy siate will depend upon the patutes of that sate

Indirdunl mckaaledgment
Smof TEXAS )
i

Couny of MIDLAND

This et wad scknowhedgad bellors me on 034, by Tomamy E Tayhor, Seassd Vioe Pressdest
af Faaioen Managemen, LLE, geseral parmar of Fasken Ofl and Ranch, Lid. wnd Fasken Land and Minerals, Lad., 8 Texes limited
Partnership, on behalf of wid limited lakility company end by
himited panrershe

{Seal, iFwry)

Tithe (e Fanik]

Acknowlndgmeni in eopfesssanive capacaly.
Smmol  TEXAS —t

Jm

County of  TARBANT )

Thin inazrument was sckacwiadged befors me on foer ]

by Wialker F. Metherion

Fresicen of Waisrlos Resouroes, L1.C
(Seal, if amy)
Tide (wnd Kank)
My commiasion expires
Aclcnoreted GTEnt In IEPIERCTNITVE CRRCRY
B VEXAS 2}
jas
Councyof MIDLAND _____}
This insiramess was ackrowledged beforemeon g
iy
of
{Seal, ifany)
Title (urd Ranu)
Wy SISO EXPITES




EXHIBIT “A"

Attached to and made a part of that certain Operating Agreement dated December 1, 2024, by
and between Fasken Oil and Ranch, Lid., as Operator, and Waterloo Resources, LLC et al,,

Ef2 of Section 22, NE/4, and N2 of SE/4 of Section 27, Township 20 South, Range 32 East,
Lea County, New Mexico

The parties will revise this Exhibit “A" as needed prior to commencement of the initial well.
One of the revisions will be the additional superseding language to which would allow the
April 9, 1979 JOA to remain effective as to the E/2 of Section 22.

Fasken Land and Minerals, Ltd. and
Fasken Oil and Ranch, Ltd.

Atn.: Land Department

6101 Holiday Hill Road

Midland, TX 79707-0631

Email address: land(@forl.com

Telephone: (432) 687-1777
Fax: (432) 687-0665

Waterloo Resources, LLC

Attention: Walker F. Netherton, President
P O Box 2266

Midland, TX 79702

Telephone: (__)__-___

| To be determined upon completion of a

Title Opinion

A. Ol and Gas/0il, Gas and Mineral Leases committed by Fasken Land and
Minerals, Ltd. et al

1) Date: September 1, 1978
Lessor: United States of America- NM-33955
Lessee: Peggy E. Bactz

Recording: Volume 316, Page 855, Lea County, New Mexico

Page 1 of 3



Lands: ONLY AS TO East half of Section 22, T-20-5, R32-E, Lea County,
New Mexico

Lease Royaity: L/Bth

Other Burdens: as to burdens of record.

B. Oil and Gas/0il, Gas and Mineral Leases committed by

*

Date: April 19, 2023

Lessor: Dak Valley Mineral and Land, LP and Sortida Resources, LLC
Lessee: Chief Capital (O&G) 11 LLC

Recording:  Book 2210, Page 117

Lands: SINE4, Nr2SE/M of Section 27, Township 20 South, Range 32
East, Lea County, New Mexico

Lease Royalty: /4

Other Burdens: NiA

Date: May 1, 2023

Assignor:  Chief Capital (O&G) Il LLC

Assignee:  Waterloo Resources LLC

Recording:  Book 2210, Page 478

Lands: S/2NE/4, N2SE/4 of Section 27, Township 20 South, Range 32
East, Lea County, New Mexico

Lease Royalty:Undivided 24.5%

Other Burdens:

Date: May 24, 2023

Lessor: Sitio Permian, LLC

Lessee: Chief Capital (0&G) 1 LLC and Waterloo Resources LLC
Recording:  Book 2211, Page 128

Lands: S/2NE/4, Nf2SEM of Section 27, Township 20 South, Range 32
East, Lea County, New Mexico

Lease Royalty: 24.5%

Oiher Burdens:

6. BURDENS ON PRODUCTION:

A. To be determined upon completion of a Title
Opinion.
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EXHIBIT “B"

Attached 10 and made & part of that certain Operating Agreement dated December 1, 2024, by
and between Fasken Oil and Ranch, Ltd., as Operator, and Waterloo Resources, LLC, etal,

as Mon-Operators.

Pagedof 3



EXHIBIT "8"

ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT
DATED DECEMBER 1, 2024, BETWEEN
FASKEN OIL AND RANCH, LTD., AS OPERATOR, AND WATERLOO RESOURCES, LLC, ET AL, AS NON-OPERATORS

Ol & Gas Lease
THIS AGREEMENT made this day of 2024 berween . whose address

is called lessor (whether cae or more) and - , with an
address of , herein called lessee:

I.Lﬂﬂ,hmﬁﬁnﬂhﬂnfﬁﬂ.ﬁmmimﬁinﬂdpﬂ,nﬁﬂﬁfnﬂﬁﬁimm“ﬂﬂﬁmm
hudnpmﬂdudnﬁ}uwuﬁhmmhuﬂlﬂhﬂﬂqmuﬂﬁﬂhml wnto lessce for the parpose
af investigating, exp prospecting, drilling, and aperating for and producing oil, gas and msociated together with the
m:umu; mmmwnMMumeWumHWmnﬂﬂw
condutting, i ions, esuahtishi and wtilizing facilities for surface and subsurface disposal of salt or produced water, injecting
gas, waters, athes and air into 5u strafa, laying pipelines, storing oil, building tanks, roadways. telephont lines, power stations,
and other structures and things thereon to produce, fave, care of, trea, process, sione &nd transport said odl, gae and asseciabed
hyammmmmmmmm___cm,mhmm

JTownship it , Runge L NMLPML
Section ! ——

Said land is estimated to comprise scres, whether it actually comprises more or less, sometimes hercinafler referred 1o as “leased

premises”. This kease covers and includes any imterest which lessor may own in any streets, alleys, highways. railroads, canals, rivers of any
contiguous, adjacent or adjoining land 1o the leased premises.

2. Sabject 10 the other provisicns herein contained. this lease shall remain in force for & term of three (3) years from this date (called primary
term) anid as long thereafier as mhwmmhyﬁmhuhpﬂmdmnﬂhndd&mhﬂwiﬁlﬁuhuﬂludhm.

3. The royaliles 1o be paid by lessee are’ () on oil, and ather liquid hydrocarbons saved at the well, 25% of that produced and saved from
uldllnd.lrullnhlnll:limdlhwﬂhEMHHMIBFHMHhpMﬂHHIﬂlﬁlﬂdhmﬂrhMHﬂmmm
m:hmﬂhﬂ,mﬂymlhuupﬁmﬁmmﬂiunuiﬂmmmm lessor 25% of the net amount received by
lessee, computed sl the wellhead: (b} on wmmqummmmmmmwmm
the premises o used in the manufacrare mlnmmmmmmuanuruﬁarmmm;mmmﬂ
llﬂldmu'ﬂﬂ'lhlmhﬂ,ﬁwﬂi&lﬂlﬂhﬁ“ﬂﬂlMMMMlﬂbﬂllﬂﬂhnmhﬂ}a:{:'ﬁudltmyﬁ“ﬂm
this lesse is not validated by other mmdmnqnmﬂm“umuuw.wmmmmm
gas or condensate is nat being 10 50 ar used and sich well is shut-in, cither before or after production therefrom, then om or befone 90 days
n&u-ﬂ-ﬂlhﬂhmﬂmnmm1mwmﬂwmymummdumﬂm-hmm equal 1o
s1.mp¢:mmunmuﬂpmdmhddum&hImbyttm,uluwumnmmmuwmﬁwm
ulﬂdﬁut-inmn!ruplidﬂrlﬂdﬂﬂ.ﬁllﬂrﬂlmmﬂiﬂﬂhﬂdihmﬂﬂdmﬁwdlchmhmr“wuulu
pmdumdﬁwlwmmhnﬁqmﬂﬁth.ﬁﬂlﬂw!muﬂiﬂwwuhpnﬂ'mwﬁnmlﬂmﬂm
nrmmmﬁdhﬁﬂdumhwdﬂuMWthﬂ undier this lease if the well were in fact producing. The
pqmwmﬂﬂnrmﬂﬂundim-hw_riﬂumh:ruhhrdm#nth!.wmmtymnﬂwmurﬂm-hmrﬂuuﬁ:h
um.ulmmwnmmwummumhm«hmummummm
b-:wmu:immpmmmuulmufmhhurinﬂ:nmmulnﬁlmmmhdhmmﬂhﬂu:humm
nmwhhhiunlniﬂltmmmmmnﬂlnwwmnﬁrmmtmmmhnﬂHmmmm
:qpﬂu-.-.n'u:mmw:wmmminm-nmwmhMuwm.mmm
received by lessee from the sale of oil, gas or msociated o6 or ofT the leased premises be the Price established by the
ﬂ}ummmhﬂmﬁm&wrutmhmmduﬁum:mdith:mumnmqunhm.
W"Mmummmwmmwfuanmmwdmwd-ﬂn:pplhﬂmufmynppl]mh
mﬂmmmmmawmwmmmmmm transporting,
w..ammmmwmﬂ-ﬂmmmﬁnum;ﬂmmwmmpnmn sale.

4, This is a paid-up lease and lessee shall not be ohiligated during the pimmhmfmmnmmmrmgf
Wdﬂuﬂfumnﬂumrwh:mﬂ#{nﬂﬂﬂﬁlﬂ“ﬂhﬁhmllmmmmwm-m
mv.:.imilnni:immﬂ-ultnrﬂiw:Imﬁm&!h;ilmmmmyluhmmdpmmmmnmﬁWwaa
L.

g._|,..uuhmmhﬂpumw,&mumhﬁuuwwmmmmmﬂmﬂhi:wqmmhﬂm
ﬂwmfﬁﬁwnﬁnmm.nﬂmﬂmwmmfﬁhpﬂuﬂhlufﬂ, and associsted hydracarbons. Units pooled
mmm“umwwln;nuwmnﬁmwm,mwmm the term hereof, or by the Ol Conservation
CHivision of the Energy and Minenals af the State of Mew Mexico or by any other lawfial sutharity for the pool or area in which
satd land is situmed, plus a tolemnce ten percent. Lessee shall file written unit des ioms in the cousty in which the leased premises
n:hunﬂnﬁmpummhMpﬂdﬁmﬂnmﬁmmdﬁhhh:w-hhmﬂhnﬂwdh.mﬁumﬁuumﬂ
pﬂﬂhhﬂwpﬂnrqmmmlhmﬂuﬂhdl , except the payment of ravalty, & operations conducted upon
wmmmmdmﬁdmﬁhm.mmﬂlh 1o the land covered by this lease included in amy such unit that
porilon af the ttal an of poaled oil, gas or associated h frem wells in the unit, after deducting asy used in lease or unit

which nﬂnﬂuﬁﬂmmhﬂ by this bemse included in the unit bears to the total number of sarface acres
in the unit. The production so allocsted shall be considered for all , including the payment or delivery of royalty, to be the entire
pﬂmﬂmddi.pwmdﬂhmmwpm of said land covered hereby and included in said unit in the same
mnrnruwm&mﬂwmhwﬂmliw.WWMﬂHpﬂwlﬂmumﬁmﬂhﬁnmh
dissolved by lessee by recordi m:mnpﬂuimmwthﬂ:tmwuhnﬁ:l-ﬂhﬂﬂd:wﬁmmmmhﬂunhw
mhamnen-llmufplngoumﬂdmﬂ.

E-.Irmheuphul-nnfﬂ:pzhrﬂmmImq-ﬂhupumshﬂmﬂhurpmigcihwuuulﬂdmmmm
has commenced operations for !mwmiﬂm.ﬂhmﬂdlmhmmwum“ with no
mﬂmmmmmmmmmimhmhmmﬂwwuwﬂma well or wells, and
if they result in the 3 nt:ﬂ.pwmﬂmh&MNhﬂmﬂuﬂnuﬁl.nmw is produced
Fraen aabd land. 11 mmmmmmmwwumnﬂ_mmmmur fior amy causs, this
mim1mmimIfh;qmmwnﬁﬁifﬂiﬁﬁmdklhtwﬂrnwﬁhlehhﬂhﬂ , If gy drilling,
ﬂﬂﬁuﬂﬁllh&meh;mmmMmhmnﬂd gas or axsociated hydrocarbons, then this lease shall remain

in Full force so bong theroafler s oil, gas or associnted hydrocarbons is produced hereunder.

7. Lesses shall have Fee use of oil, and water from said land, except water from bessor's wells and tanks, for all operations hercunder,
and the royalty shall be computed deducting any so used. Lessee shall have the ni at any time during or after the explration of this
Mmmﬂlmﬂﬂmwhlﬂﬂmwlﬂ.mm:m to draw and remove all casing. When requined by
lessor, Jessee will bury all Iﬂﬂ"mwdﬂﬂ?ﬂﬂhﬂ:bﬂﬂﬂdhﬂypmdﬁﬂhﬂmwﬂ] ghall be drilled within two hundred feet
{2001t} of asy residence or bam now on sald land without lessor's consent.



.,wwhmqmﬁew“'m mean any of the following: constraction activities in preparation for andior sctual

drilli i rewarki lu back of & well in search for endeavor
e g e e e i |

9. The rights of either party hereunder may be assigned in whiole or in part and the provisions hereof shall extend fo their heirs, executors,
administrators, successors and assigns; bat no change in the gwnership of the land or in the ownership of, or rights 1o receive, royalties ar
shist-in royalties, however sccomplished shall operate to enlarge the obl or diminish the rights of bessee: and no such change or
mmmllhﬁdﬁwmhwpmmﬂlmhuﬁu has been furnished by cenified mail o lessee's principal
mﬂrmmﬂmﬁwumm thereal constituting the chain of title from the original lessor. 1f amy such
change in ownership occurs through the desth of the owner, may. al its option, pay or tender any royalties or shui-in royalties in the
name of the deceased o b his estate or the exeogtor of administrator withl such time s lesses has been fumished with evidence satisfactory
10 lessee a3 1o the persons entitled 1o such sums. An assignment of this lease im whole or in part shall, to the extent of such assignment,
relieve and discharge lessee of any nﬂwm-d.“lﬂmurﬁimﬂﬂpﬂlﬂﬂhmhhﬂ fail or make default in the

of the w:rmﬁ«mmemmmhﬂmwuﬂwu‘ﬁlmmﬁﬂ of the proviskons
of this lease, such 8 shall mat affect this lease insofar as it covers & part of said lands wpon which lessee or any ais thereal chall
properly comply or mike such payments.

1n.5hm|d|mhmﬂ&mmwrhlﬂhwﬂmwmﬂwdﬁlhu.wm drilling or reworking
operntions hereunder, or from pﬂdﬂhﬁullw:ﬂhunndw.h‘mufﬂﬂ&wiﬂbﬂwmuhﬂnwm or material, by
mqrﬁnd.hrurhﬂmﬂwﬂhwnrujrudmmhuupﬂmurw authority (inchuding the time during which lessee is
mjun;uhimﬂq#,ulnpﬁqﬂpnﬂhthmﬂhnhwﬁmwmumttmmﬂ'mlnwnnhu:.r
rule, arder, ice or policy is in effiect), of by other act, event, circumstance of condition h-uimﬂ leszee"s reasonable control, then while
50 and for sixty (60} s thereafier, bessee's duty shall be suspended, and lessee shal et e imbde for fiiilure to comply therewith;
and this lease shall be extended and so long s bessee is prevented by any such causc from conducting drilling o rewarlcing operations
1:l'hmpl'nﬁthlnl'rwwmnﬁ.lihﬂm[ﬂ}ﬁﬂlﬂﬁﬂh,ﬂﬁﬂlﬁﬂmmhwﬂimllﬂllt..l.n;rﬁhli.nﬂﬁ
lease to the contrany notwithstanding. As used herein, the term “arder, rule, denial, policy. directive, rule-making proposal, end'or practice™
inclisdes, but is nat limited 10 amy dental. restriction or delay of drilling andior other operations on the beased premises stributable fo
mmmmwmmhmﬂmmmummmmwﬁmmm

premises by amy Federal o siate agency havieg with respect to the leased premises, and without limiting the generality of the
foregoing ¢luuse, shall fically include all lesser chicken and sand dune lizard stipulations and restrictions, colbectively nefermed
1o hierein umg Species and Environmental Condilions.” If lessee is precluded From engaging in drilling or reworking

nrrmmmulupmmmm_mmnﬂmemmmhmmm«mmu
WMWHMMHMHMTMHMMﬂHNMhj'q]pliﬂﬁnnofﬂﬁh];hﬂ
Species Envi ipn andior entitlement 1o engage in drilling or reworking operations or from
wum,FMthMmﬂinw:mmh:mw&mamwmlu-ﬁmgwmﬁny
1“*““:;*““‘"”‘“!“‘*:‘1““‘”‘““ mﬁ;ﬂuﬁwww% any period of
ruu.pemim hﬂlhww vironmental Conditions, TURNing pmd:‘ special limitation icahle 1o
the eatate granted hershy shall be tolled during such deferral period, ol

”_:nhmmwlﬁn“hﬂmhﬁmwmmlll its ohligations hereunder, both expressed and implied, bessor shall
poify | e i Mwhluinwﬁmﬂkﬂﬂhﬂhﬁnﬂﬁhm&mﬂﬂl&mhﬂlhm(ﬂ;}ﬂlﬁ
I;"Il'l o

saxty (60) days after service of such nhﬂﬂ.ﬂﬁﬁqﬂmﬂuﬂnﬂnﬁiﬂnﬂhdﬂlﬂﬂqﬂhhﬂﬂl&uﬂﬂmﬁm
or any of the ﬂmmmmmmnnmﬂwmu lesses has failed to perform all its obligations hereunder.
if this bease ks canceled for any cause, it shall neverthebess remain in force and effect & 10 (1) sufficient acreage arcund each well as w
which there are operations 1o constitute & drilling or maximum allowahbe unil under applicable governmental regulations, (but in no event
hMMMLMWMHWH“HMIWHﬂHMBll centered 8 the well, or in such
shape as then existing spacing rules require; and {2} amy part of said lensed premises imcladed in a pooled unit on which there are operations.
mﬂhmmmmmuﬂhﬂnmmwnﬂﬂMmqum.

12. Lessor hereby warrants and agrees to defend the title to said land and agrees that lessce ol its option may discharge amy tax, MOMIEAES
nrr:qhwli:n:pmuhdlnd.niinﬂuﬂmhlﬂdnuﬂiﬂ-ﬂhnhuﬂ:dmuﬂn!hwﬂhhrﬁhummmwm
my-ﬂ'ﬂnlndmmmpﬁumﬁ-mWMﬂ$quMWﬂhﬁlMuMMM,i ]
lease covers a less imerest in the ofl or gas in all or any pan of said land than the entire and undivided fee simple extate (wheiber lessor's
hmmhwdnqumdmm}mmmwnﬁwh wﬂr.mﬂmm.ww.mh{&mmwummmh
lease covers bess than such full interest, shall be mwhmwmumﬁnuin.ilm.mwwﬁhhﬁmm
thie whole and undivided for simple estate there _quwmnrmnﬁnmNMulmmﬁtmummm
it shall nevertheless be binding upon the party or parties executing the same.

|3_Lmiuwﬁswmhﬂuqﬂ-ﬂmﬂlmﬁcﬁ far time 1o surmender this lease, in whols ar in o lessar of
hlummﬂmhﬁmunﬁluulm i the lessor, or by placing o release thereof of record in the
county in which said land is -mmﬂhmwmulnﬁMmeuﬂm:wuu
mwmmuwumhmmmmmmﬂhmmhmmpmhnmm-u-pmmd
hereby is reduced by said release or releases.

14, Lessor herehy pnuu:L.mﬂﬂ:uplimmumﬂwm.ﬂmuwprhntrm of this bease for tao (1) years from (i) the expimtion

af the mﬂulm.m{u]huﬁmﬂMMHmwmmMu berelm, The

mgnpuu-nmq-hwumwmﬂhmmmhmﬂmﬁ#ﬂdmummhﬂm
extended. The option may be exercised by Lessee at sy time a8 1o porti of the beased premises, depending on the operations and/or
mmﬂmmmmmmmm:m option may be exercised as 10 each of the loased i
mymmmmhmﬂﬂhmummuﬂmmwmmlumﬂﬂnuh i term of the lease,
urnrhwﬁmﬂmhﬂuﬁwﬂ;‘l and'or ns set-forth herein, by sending b0 Lespor in the sum
af _ pernet mineral acre for each acre the portion of this lease stlected by Lessee for extension of In nddition to the

payment, Lessee shall include cither & description or & plat which hm‘buﬁpuﬁmnfﬁcbuﬂmhunnm&d. Said vwo-year
mhwuﬁmﬂﬁlhﬂjﬂhdlmﬁumnﬂmﬁmnftﬁm

|5, This instrument miy be executed in any rumber of counterparts, cach of which shall be considered an original for all purposes and shall
be binding on those parties who exccwte the same, whether executed by all ora poetion of the parties heneto,

[N WITNESS WHEREDF, this instrument Is executed the day and year firs1 above writien,

Lessor:




ACKNOWLEDGMENT

STATE OF }

The foregoing instrument was acknowledged before me this

day of

Wotary Public, State of
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EXHIBIT “D"
INSURANCE

Attached to and made a part of that certain Operating Agreement dated
December 1, 2024, by and among Fasken Oil and Ranch, Ltd., as Operator,
and Waterloo Resources, LLC, et al, as Non-Operators,

The Operator shall carry the following minimum insurance to cover the risks of
accident and/or damages to persons and/or property which may occur in the course of
Operations conducted under this agreement, a proportionate part of the premium on such
insurance, determined on some equitable basis consistemt with Operator's accounting
practice, to be charged to the Joint Account.

Required Insurance Coverage. Before commencing operations hereunder,
Operator shall obtain and maintain and shall require cach of its contractors and
subcontractors hereunder 10 obtain and maintain, the following insurance:

Warkman's Compensation as required by state laws.

Employers Liability Insurance conforming to State Law.

Comprehensive General Liability with limits of not less than $1,000,000 Bodily
Injury and Property Damage, combined single limit.

Comprehensive Automobile Liability with coverage for all owned, hired and non-
owned vehicles with limits of not less than 51,000,000 Bedily Injury and
Property Damage, combined single limit.

v . Upon Non-Operators request, Operator shall funish Non-
Operator with a certificate(s) acceptable to Non-Operator from Operator’s insurance
carriers and its contractor's carriers evidencing such insurance and indicating waiver of
subrogation and designating Non-Operator as an Additional Insured. Further, such
insurance shall endeavor to give at least thiry (30) days notice to Non-Operator prior to
cancellation of insurance.

Additional Coverage. The foregoing insurance requirements set forth the
amounts and types of insurance considered minimal by Non-Operator.  Such
requirements do not constitute limitations on the amount or type of insurance Operator
may wish to carry and in no event shall any insurance coverage of any amount
whatsoever be considered a limitation on any obligation hereunder of Operator.

In addition to the above referenced types of insurance, Operator may, but is not
required to, carry Cost of Control and Extra Expense Insurance coverage or similar
coverage with a three million ($3,000,000) limit. The actual premiums paid for all
insurance shall be charged on a pro-rata basis to the Joint Account of the parties hereto.
Notwithstanding the foregoing, non-operators shall have the option upon ten (10) days
written notice to Operator prior o commencement of drilling operations on the contract
area to elect not to be covered by Operator's Cost of Control and Extra Expense
Insurance and associated premiums.
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EXHIBIT “H"

Attached to and made a part of that certain Operating Agreement dated December 1, 2024, by and between
Fasken Ofl and Ranch, Ltd., as Operator, and Waterloo Resources LLC, et al.. as Non-Operators.

MODEL FORM RECORDING SUPPLEMENT TO

MEMNE ANL &

THES AGREEMENT, entered ints by and betwoen__Fasioen Oil mod Raosh, Lid. _, bereinafier referred o as "Oparsics, ™ and the signatory pary
o perties othet than Operior, hersinafter refered 1o individually s “Non-Dpersion, ™ and collectively a8 “Hon-Opensan. ™

MMhpﬁuﬁhwmmdmﬂﬁuhﬂn-ﬁuﬂl and (it [abereity in e Tand identified in Exhsbit A" {said
land, Lesses and [nterests beisg hensinafier calied the “Coniract Area™). and in any insisnce in which the Leases or Inberests of a party are not of
mmmwdumﬂumh“ummn-ﬂ-ﬂuuﬂ"r;

WHEREAS, fhe parties hereto have coremed sn Oyeratsng Agrocmen daned_Dosxmbsr 12004 therein the “Opeisting Agreement™), covering
mtmmhnmﬂmﬂmﬂhhlﬂﬂmhﬁﬂmﬂ

WHEREAS, the parties horots bave executed this agreement for the porpose of imparting notice to ol persons of the fights and obigation of the
patics eader the Operating A greemsent and For 2 Turther purpode of perfecting those rights capabls of perfection.

m.mhwﬂﬂwfﬁlﬂtﬁﬂuﬂmﬂﬂmw.ﬂHWH fiod bowes:

1. mwwummmw-hnﬂWHmﬂﬁwm.ﬂnmm
hyepein shall kave the menning ascribed io Shem in fhe Operating Agfocment

1. The parties &0 hereby ngree thal:

A The Ol s Gas Leases andior 0il and Gas Inkereity of e parties comprising the Consrest Ares shad] be mubject o ard burdened with
the hepem wnd peovinions of this sgrecsment and the Oiperating Agreement, and the pactic e hesely commit such Leases md Interests o
the performance theseod,

The dmﬂummhmﬂﬁu“hﬂﬂbﬁﬂﬂmﬂhm

e Adl coats and liakilities incurred in cpertions snder this sgreement and the Dperating Agreement shall ba bome md paid, and all
Wﬁmﬂwimﬁ-mhﬂmﬁﬂlﬂhmh the perties hersto, a5 prowided in the Operting
Agresmetd.

i} mdmmmlﬁuamuhmmmmmmwuﬂmmuumm‘ il prodastion

Hmﬂﬂ-hum:umwmﬂhmuu;-h-pnﬂnﬂﬁuﬁmwmm
nﬂhmmﬂhmm-ﬁ;—!awummm

B EﬂwﬂlM-uﬂnﬂ_m“uHFﬂﬁﬂhﬂ.lﬂhﬁﬂﬂlﬂMﬂfﬂlﬂ”ﬂ.ﬂlem-
provided in the Ciperating Agrecsenl,

ook burden H;nmmimdwnhﬂhm-iﬂummimhnum
anid in B limes and masner provided by e Opensting Agroement

i mmﬂu-mﬁhmndﬂ-hmmwﬁdumﬁdhnhmu be aasigned or tensfiemed excepl in scoondande
wmmﬂ,wmﬂmuhmu_mﬂm

mmdhmwﬂﬂhhﬂmﬂdﬂ“ummuhmhﬁ.dﬁﬁw
mnmmmﬁ#-ﬁn-ﬂmmmrmummmﬂummﬁmmm
ihe bona Ciomifiaet Area.

H. mmmmhﬁmmnmumﬂmwwmmwuum
ﬂMunwﬂthWMIuﬂﬂwlmmmhm
with thi farm and proviooes of the Operalmg Agreesment.
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1. The rights and sbligations of the parties and the sdjustment of imerests smong them in the event of u fadluee or ks of title, ach party’s
Tight 10 peopose operations, GhifEELON with rEapoct 1o participation in cperstioe on the Costrect Aea and the consequences of o failure
ta paricipaic m operslions, B rghty and cbligetion of U partes regasding the marketing of production, and the rights and remedees of
the parties for failure b comply with francial obligations shall be & provided in the Operating Agreement.

1 Each pany's iterest wnder this agresment sed under the Operating Agreement shall be subjoct 10 relinguishemen for its. fnilure i
mmmwﬂﬂmmﬂmwﬂMHMHnmﬁmm
W pecen e ierms wnd prov siond provided in the Opoabisg Agresment.

K. All other mamers with respect o cxploration ssd development of the Contract Ares snd the cwnceship and tranafer of the Ol wsd Ges
Leases andinr Ol @i Cas Irtore threm thall e governed by the terms and peovisions of the Operating Agreesent,

3. The parties hesely prnt reciprocal Hens and security intercats & follows:

A. [Each party grants bo the other parties hereio s [sen epon ey imenest it now owns or heveafler scquines i Ol and Gas Lesses and Chl end
s Imierests in (he Contrast Area, and o securily inenesi mndior purchase money security inteiesd in miy inleredd M BoW owild of herealey
*ih#mﬂhmwuﬂuhﬂhmhﬁhﬂhh secure perfonmance of di of i
ﬁwmumdumﬁ'wm‘uuimumumﬁrﬂ#hh
proper disharsemess of sl monses paid unde this agreesment and the Operating Agrscment. the assigsement of relinquishment of interes:
i O] el Cis Leeses as oquired under Sy agreement and the Dpersting Agreement, end the proper performance of opersions undes
ﬂmﬂﬂ“mﬂﬂhﬂmmwhﬂmmm include such party’s
lemchold interests, working imieress, operating rights, sad royalny snd overnding royalty interests in the Costract Area sow cwned oo
bereafier acquired mnd m lands pooled o enilized therewith or ofherwist becoming subyet I i agreesment and the Operating
mhmﬁﬁ-ﬁm&“@ﬂ#“ﬁmﬂuﬂuﬂdh-imm
mmwimmﬂMMﬂmMﬂMWummm the
ﬁﬂpﬂﬂmlhuﬂﬂﬂm*hﬂrﬂﬂﬂﬂ“ﬂlﬂqhﬂﬁ.ﬂﬂﬂﬂiﬂﬂﬂm
wnd productt of the forsgoisg.

Esch puarty repoesents $nd warTants 4o the other pames heretn that the Tien and security interest geanted by such party 1o the other pames
sl be u first and price len, e each pearty hersbey agrees o mminlain the prioeity of said lien and securily interes) againgl afl persor
aoguiring an inleicil i 04 and Qs Leswes nad Iaderesls oovered by this gpreement and e Clpemiing Agrosmend Ty, sfough o under
such party All parties acqiring an inesest in 08 and T Lesics snd Ol snd G Inlesesis oovered by thin agreement snd the
Agreement, whether by Essipnmen], Merger, BTipags, vpsTalan of law, or otherwise, shall be decmed 10 heve taken subject o the ien
dmﬁwp‘iwﬂmwmhm--mmﬂﬂtm intere wnder this
mﬂhmmmuﬂﬂww:hhh-ﬂﬂMMHm

C. an:mﬂm“mtmmmﬂmf_ﬁMHM“IMEWMﬁh
:de,hyMhﬂumﬂhﬁ#ﬂ“uﬁmﬂmwﬁuhtﬂ.mhﬁiﬂﬁ-ﬂlnlbr
obtaining of judgment by & parmy for the secuned indsednces shall nol be deemed mn election of remedies of oherwise sffioct fhe bien
dﬂnnMHﬁmumﬂhﬁmmt I acddition, pon defmls by ey party inths payement of its shar of eagefocs,
et ar fiees, o upos the improper use of funds by the hﬂﬂ,ﬂﬂﬂpﬁﬂlﬂﬂmmwﬂﬂwlﬂ
o pemedies. to collect flom the purchaser the proceeds from e sade of such defwalting parry"s share of Ol and Gas untll g mmount
wrwed by woch party, phas interes, haw been received, and il buve the right 1o offict the smount owed againgl the proceeds Brom the salo
of such defaulting parcy’s share of Ol and Gas. All perchasers of production rely on amotification of Sl from the fon-dafsufting
m.ﬂ“hﬂﬂ-lrﬂﬂhm-ﬂﬂ waive miy recourie svaibable sgaingl purchisen for
pelessing produsiion proceeds & provided in this pargrph.

[ If sy paty fails to pay its share of expenses within ane hundsed-weaty (120} duyy afier maditon of a stmesmeni therefor by Operataf
mmmmm.ﬂmﬂwhw,mmwﬂm in the propaortion Bl the intere
of esch sach pamy bears b e mdd-ﬂ-nﬂnhmpﬂlb}uﬁm-“nhdhﬂﬂlmﬂ
umwhmmmﬁmhuﬂuﬂ!ﬂhﬁmwﬂﬂm“wm&
wmmmmwﬂ-mup—uw.

E qumnmmﬂhmeHHWyuﬂpuﬁmnﬂhﬂnumm
mwwmﬂmwmbﬁmﬁth“MWPhﬂ-
Mumﬂh.nnhﬁmmqmnﬁdmﬁmﬂqhhuﬂmwmhﬂ
valation or sppraisessent of the morgiged of seoured prOeMy priov i sale, any wvadlable right 10 siay ExsCubon of 10 Mg @
marihating of mssets mnd any equied sond in the Event 3 recziver is appointed. s sddition, ko the exient peemitied by applicabls lew,
:dﬂmpﬂummwtwﬂm-hmmﬂuhﬂhhm-ﬂmmw
herounder o ander he Dipsraing Agrmemenl, usch povrr Lo be exencived in the manset providsd by mpplacable | of offerwise in 8
enmmercially easonable manncr ad upon ressonsbly notict,

F mﬂndmmp—inmmqmwﬂ-ﬁinﬂmmﬂuﬂﬂmw
G. Toihe exienl permitied by spplicable {ww, Mon-Operaions mgres thal Opeesior may invoke of vl s e mechanics” of malerislmen’s hen

\ww af e siase in which the Contract Ares it sitasied in order i secere the payment 1o Opcrsior oof sy sem dus under i Rprecment
s the Ciperating Agreement fior sorvices performed or maeriais supplied by Operator.

-5
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4, This agreement shall be effective o of the date o the Opeerating Agreement a8 abowe mocited. Lipon ormination of this agroement and the
Agreement snd B satisfaction of all clligations thereonder, Operaior is authorized to file of rcond @ & nedcsdary recceding
& Rotice of lermination, and cach paTy heseto agrens b oocculs soch 8 Bolice of iIorminstion s o Opession’s inlenees, upan the requet

of Dperstee, If Cperstor has complied with all of it financial obligations.

& mm““m.tr-u.r:ﬂ b biading upon snd shall inure 10 tse benefit of the panies hereto and their respective
hieire, devisees, lepal represeniatives, successen and assigns. o sale, socumbrance, transfer or other disposition shall be made by eny paty
of wmvy interest in the Lot o laseresis subject borko cxsept il expreasly permined undsr the Operting Agrecment i, |f permmed, il
e made cxpressty subjest 5o this sgreemsent and the Operating Apreement and withoul prejudics i the nights of the other perties. I the
tranafier i permined, the mssignes of an ownerib (mesedt ey O and Gas Lesse shall be deomed u party 8 this agreement ssd the
Operming Agreement i 40 (he inereil assigned from and afler the eiffective dale of the transfics of ownerihip; provided, hiwerer, that the
nihes partics shall not be requined i Fecogmire wmy woch wale, encumbrance, ranslien or other dipoaition fof sy furpois hefeandes until iy
(1) days after they have roceived B copy of te instrument of transfer of ofher satelaciony evidenos thereol i writing from the sresaderor or
eaaferee, Mo assignment of other disposition of interest by & pary shall relieve vech pary of obligation peeviously incumed by such party
under this sgreement or the Dperating Agreemest with respect i the intoret renaferrod, mcisling withou! limistion the obligecion of s pasty
£ paay all costs attribuntable 6o wn opention condecied under this sgreesent and the Ogperating Agreemend in which such party hes agreed 1o
participate prior t makieg such essipnmens, and the licn and socurdy intevest grared by Articls VILE, of e Cperating Agreement and
By shall continug o burden e imerest transiiemed o socuse paymens of any sech ohigations.

& In e event of B cceflicn botwoen the berma. s provisions of this agreemest el the tormi g3 provisions of e Openating Agreement, thee,
1 herween the parties, the terms and provisions of the Operating Agrozment shall comtrol.

7 mmﬂumwmmMmmmuaWMHmmumm
ani Cipersior notwithstanding That Gvis agreement is oot Shen of Sreafier exscuicd by wl of the paties 10 witich it is ieadered o
which arc listed on Exhibil “A™ s owning an imeoest in the Conaract Ases of which own, in facy, an imserest in the Contract Ares. In the event
Ehal mwﬁuhwﬂmﬂﬁmm shall mot be pffected, mnd shall be enforced s i the illegal o

e sifinceabie peovision did nol appes herein.

i Oeer provisions. Sec Joint Operating Agreement
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Fasken 06l and Ranch, Lid . who has preparcd and circulated this form for execution, represents and warmants that the form was
printed from and, with the exception]s) livied below, is identical to the AAPL Form 610RS-1989 Model Form Reconding
MMEMMMMMuWHMMMMMhh
changes, alterations, or modifications, other than those made by strikethrough endor insertion and that are clearly recognizable a3
changes n Articles | have been made io the form.

M WITHESS WHEREDF, this sgrocment ahall be effective s of i Any ol
OPERATOR
ATTEST DR WITNESS Faikien O and Kanck, Lid. & Texss Bmised parinership
By
Tesmmy E. Taylar
Tide: _Senler Yics President
Dt

WON-OPERATORS
ATTEST DR WITNESS Faiken Land and Minerals, Ltd. 5 Texs Hmited
By =
Temmy E. Taylor
Tites —=—
Clate:
Address: G101 Holidey HE) Rosd Midlssd TX 19907
ATTEST OR WITKNESS Waterloo Ressarods LLC
Ry
Peoble Smith
Title: Wice-President. Luod
D
Address: —
ATTEST OR WITHNESS
By
T
Dz
Addie
ATTEST OR WITNESS

il
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mmmuwnummwhuwmmummmﬂmdmd
these forms in amy sste will depend upon the Maliies of tal statn.

Acksowiedgment s Represeniative Capacity

Simeof TEXAS 4
fm

Comiy of MIDLAND____ §

The feregning instrument was acknowledged before me this _____ dey of 0, by Teemy E. Tuylor, Sembor Vic President of
Fusken Management, LLC.. tht Genersl Partnes of Faskien O and Ranch, L., 8 Texs Hmiied parmership, on behalf of sasd knted lsbilty company
and said limmited parmenhip.

{Sead, il any)
Tithe (i Rk
My commisiaon expires;
Seecf TEXAS  F
§us
County of MIDLAND __§
The Soregoeng nstrewei wies acknowledged befove me tar day of . 20, by Tameny E, Taylor, Sesior Vice

Preasdesd of Fisten Maragemest, LLC |, e Geoeral Parmer of Fasken Land and Minense, 1ol & Texas limited partnorciip, on behalf of snid lembied
lubalily cosmpany and said limuted partnerihip.

{Seal, il any)
Tithe {and Ranke)
oy comiikion eXplres:
Acknowhedgment b Representative Capasity
Seate of TEMAS §
§u
County of MIDLAND §

This irdrument was scicw ledged efors me on

By WalkatE. Neeron _os Prosidest of Waterioa Resourees LLC

(Seal, if ey}

Tl {mnd Rank]




1.

EXHIBIT “H-A"

Attached to and made a part of that certain Mode! Form Recording Supplement to Operating
Agreement and Financing Statement dated December 1, 2024, by and between Fasken Oil and

Ranch, Ltd., as Operator, and Waterloo Resources, LLC, et al., as Non-Operators.

DESCRIPTION OF LANDS SUBJECT TO THIS AGREEMENT (the “Contract

Area™):

2.

i

Ef? of Section 22, NE/'4, and N/2 of SE/4 of Section 27, Township 20 South, Range 32
East, Lea County, New Mexico

The parties will revise this Exhibit “A™ as needed prior to commencement of the initial
well. One of the revisions will be the additional superseding language to which would
allow the April 9, 1979 JOA to remain effective as to the E/2 of Section 22.

RESTRICTIONS, IF ANY, AS TO DEPTHS, FORMATIONS OR SUBSTANCES:

PARTIES TO AGREEMENT, WITH ADDRESSES AND TELEFHONE

NUMBERS FOR NOTICE PURPOSES:

4.

Fasken Land and Minerals, Ltd. and

Fasken 0il and Ranch, Lid.

Attn.: Land Department

6101 Holiday Hill Road

Midland, TX 79707-063 1

Email address: land@forl.com Telephone: (432) 687-1777
Fax: (432) 687-0669

Attention:

Telephone: () __ -
Email address:

OIL AND GAS/OIL, GAS AND MINERAL LEASES AND/OR OIL AND GAS

INTERESTS SUBJECT TO THE AGREEMENT:

A. 0il and Gas/Oil, Gas and Mineral Leases committed by Fasken Land and
Mincrals, Lid. et al

1) Date: September 1, 1978
Lessor: United States of America-NM-33935
Lessec: Peggy E. Bactz
ing: Volumme 316, Page 855, Lea County, New Mexico
Lands: ONLY AS TO East half of Section 22, T-20-8, R32-E, Lea County,
Mew Mexico

Lease Royalty: /8™
Other Burdens:  as to burdens of record.



Lynda James
General Manager
Dhrecior of Finance and
Personnel and Controlier

Tommy E. Taylor
Assistant General Manaver
Drrectur of Oil and Gas
Development

Charles F. Hedges, Jr.

Direcior of Real Esrate
Developmen and
General Counsel

Sean N. McDaniel

Director of Inveshnenss

Shawn R. Hogg

Surface Propernies Manager

Taylor Billingsley
Oil and Gas Operations
Manager

Saily M. Kvasnicka

l.and Manager

Stonnie L. Pollock
FExplorasion Manager

Sheila Simmons
Aarkehing and Production
Accounting Manager

Travis White

Fngingering Manager

EXHIBIT 3
() F A S KE NJRes

CERTIFIED MAIL NO.: 7022 2410 0002 5240 9338

December 23, 2024

Chief Capatal (O&GY 11, LLC
8111 Westchester Drive, Suite 900
Dallas, Texas 75225

REF: Thai Curry 22-27 Fed Com. No. 223H, No. 224H, No. 433H
and No. 434H (the “Wells™)
E/2 of Section 22, Township 20 South, Range 32 East
NE/4 and N/2 SE/4 of Section 27, Township 20 South, Range 32 East
Lea County, New Mexico

To Whom It May Concern:

Fasken Oil and Ranch, Ltd. is the operator on behalf of Fasken Land and
Minerals, Ltd. (“Fasken™). Fasken, as operator, herby proposes the drilling and
completion of the following horizontal wells with productive laterals located on the E/2
of Section 22, NE/4 and N/2 SE/4 of Sec. 27-T20S-R32E (collectively, the “Operation™)
as follows:

Thai Curry 22-27 Fed Com No. 223H as a horizontal well in a legal location in the W/2
E/2 of Section 22, W/2 NE/4 and NW/4 SE/4 of Section 27-T20S-R32E. The estimated
SHL will be 376’ FNL and 593” FEL in Section 22 and an estimated BHL will be 1,330
FSL and 2,310 FEL in Sec. 27, or at a legal location as approved by the governing
regulatory agency, to a TVD of approximately 9,891 and a MD of approximately
19,131 to test the 2" Bone Spring formation. The FTP of this well is estimated at 100"
FNL and 2,310° FEL of Sec. 22 and the LTP of this well is estimated at 1,420° FSL and
2,310° FEL of Section 27. The total cost of the Operation is estimated to be $10,409,600
and a detailed description of the cost is set out in the enclosed Authority for Expenditure
(“AFE™).

Thai Curry 22-27 Fed Com No. 224H as a horizontal well in a legal location in the E/2
E/2 of Section 22, E/2 NE/4 and NE/4 SE/4 of Section 27-T20S-R32E. The estimated
SHL will be 376° FNL and 533° FEL in Section 22 and an estimated BHL will be 1,330’
FSL and 1,005° FEL in Sec. 27, or at a legal location as approved by the governing
regulatory agency, to a TVD of approximately 9,901° and a MD of approximately
19,141" to test the 2™ Bone Spring formation. The FTP of this well is estimated at 100°
FNL and 1,006" FEL of Sec. 22 and the LTP of this well is estimated at 1,420’ FSL and
1,005” FEL of Section 27. The total cost of the Operation is estimated to be $10,409,600
and a detailed description of the cost is set out in the enclosed Authority for Expenditure
{“AFE”).
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Thai Curry 22-27 Fed Com No. 433H as a horizontal well in a legal location in the W/2
E/2 of Section 22, W/2 NE/4 and NW/4 SE/4 of Section 27-T20S-R32E. The estimated
SHL will be 226 FNL and 593° FEL in Section 22 and an estimated BHL will be 1,33¢°

FSL and 2,310° FEL in Sec. 27, or at a legal location as approved by the goveming
regulatory agency, to a TVD of approximately 11,201" and a MD of approximately
20,441 to test the Wolfcamp formation. The FTP of this well is estimated at 100° FNL
and 2,310" FEL of Sec. 22 and the LTP of this well is estimated at 1,420 FSL and 2,310’
FEL of Section 27. The total cost of the Operation is estimated to be $10,590,900 and a
detailed description of the cost 1s set out in the enclosed Authority for Expenditure
(“AFE").

Thai Curry 22-27 Fed Com No. 434H as a horizontal well in a legal location in the E/2
E/2 of Section 22, E/2 NE/4 and NE/4 SE/4 of Section 27-T20S-R32E. The estimated
SHL will be 226” FNL and 563’ FEL in Section 22 and an estimated BHL will be 1,330°
FSL and 1,005 FEL in Sec. 27, or at a legal location as approved by the goveming
regulatory agency, to a TVD of approximately 11,214° and a MD of approximately
2(,454" to test the Wolfcamp formation. The FTP of this well is estimated at 100 FNL
and 1,006 FEL of Sec. 22 and the LTP of this well is estimated at 1,420° FSL and 1,005’
FEL of Section 27. The total cost of the Operation is estimated to be $10,590,900 and a
detailed description of the cost is set out in the enclosed Authority for Expenditure
(“AFE”).

Fasken reserves the right to modify the locations and drilling plans described
above in order to address topography, cultural or environmental concerns, among other
reasons. Fasken will advise vou of such modifications.

Fasken is proposing the Wells to be drilled under the terms of a modified 1989
AAPL Horizontal Form of Operating Agreement which is enclosed for your review and
approval. The proposed operating agreement will cover the E/2 of Sections 22, NE/4 and
N/2 SE/4 of 27-T20S-R32E, Lea County, New Mexico. The proposed operating
agreement contains the following general provisions:

100%/300% Non-Consenting Penalty,

$8,000/$800 Drilling and Producing rate,

Fasken Oil and Ranch, Ltd. named as Operator,

The Exhibit “A” to the JOA will be completed when the ownership is known.

L]

Please indicate your participation election in the spaces provided below, sign and
return this letter, the signed OA, along with the AFE and a copy of your geologic well
requirements if you would like to participate.

If you do not wish to participate in the Operation, Fasken would like to discuss
acquiring your interest in the referenced acreage.

In the interest of time, if we do not reach an agreement within 30 days of receipt

of this letter, Fasken will apply to the New Mexico Oil Conservation Division for
compulsory pooling of your interest into a spacing unit for the proposed wells.

6101 Heliday Hill Road  Midland, Texas 79707 (432) 687-1777
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If you have any questions or concerns, please feel free to reach out to me at (432)
687-1777 or by e-mail at mwallace forl.com.

Thanks,

v g—
Mvike Wallace
Landman

Chief Capital (0&G) II, LLC
Thai Curry 22-27 Fed Com No. 223H
Chief Capital (O&G) II, LLC elects to participate in the proposed Operation.

Chief Capital (O&G) II, LLC elects NOT to participate in the proposed
Operation.

Chief Capital (0&G) I, LLC
Thai Curry 22-27 Fed Com No. 224H
Chief Capital (0&G) II, LLC elects to participate in the proposed Operation.

Chief Capital (O&G) II, LLC elects NOT to participate in the proposed
Operation.
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Chief Capital (0&G) IT, LLC
Thai Curry 22-27 Fed Com No. 433H

Chief Capital (O&G) I, LLC elects to participate in the proposed Operation.
Chief Capital (O&G) II, LLC elects NOT to participate in the proposed
Operation.

By:
Name:
Title:
E-mail:

Chief Capital (O&G) II, LLC
Thai Curry 22-27 Fed Com No. 434H
Chief Capital (O&G) II, LLC elects to participate in the proposed Operation.
Chief Capital (O&G) II, LLC elects NOT to participate in the proposed
Operation.

By: e — = _

6101 Holiday Hill Road  Midland, Texas 79707  (432) 687-1777



FASKEN CIL AND RANCH, LTD.
AFE COST ESTIMATE

12/19/2024

Thai Curry 22-27 Fed #223H Drilling Total = $3,554,000
Drill and Complete Completion Tetal = $6,655,600
AFE NO: Facilities Total = $200,000
2nd Bone Spring Sand
Sec. 22 and 27, T208 R3ZE, Lea County, NM Intangible Total = $8,937,800

Tangible Total = $1.471,700

TOTAL COST = $10,408,600
INTANGIBLE COSTS Ceos]  DRILLING Coia| MEM Cade FACILITIES TOTAL
Drilling costs-factage 161 50 f71]
Cilling costs-day wark 103 O B0 |
Rig mobilization 102 30000 0000
Cement surface casing 108 5 ) ]
Cement intermediate casing 108 575,000 575,000
Float equipment, centratizers, DVECP, etc. 104 522000 | 14 Sal 00 563 000
Directional griling services 1G5 £33, e 5383, 750
ud logoinp services 112 S37 800 LK. o]
Open hole togging services 15 & 2]
Geological tests, cores, studies, gic. 118 sy 0
Downhale rentat equipment, BHA 145 ﬂ T E 700
Line & fence pit, pil liners 148 20,000 E230 000
Fences & caitteguards 157 b1
Base fuid {SBM/OBM} 127 !-13_5&'.‘!'.‘; £4 75 000
SEMIOBM cullings management 170 SE.000 =i | 520,000
Fresh and brine water 124 S8.000 | 371 $anEE00 | 371 30 Lt Sp
Fuel 133 157 n3 539500 § 312 $0 5187000
Mud &nd chemicalzs 121 1 369 E30.000 e A
Bits 130 £5G6,500 | 376 S0,000 £85.500
Hauling, trucking, ransport 136 ST5.000 | 336 S75.000 § 336 30 515000
Test & inspect wwbulars 139 S18000 | 340 $16,000
Casing expense 142 KD | 344 $a2 000 257,000
Surface rental equipmernt 151 SCXT B8 | 352 S0 000 F07 654 |
Welding, roustabout service 154 43 780 | 356 £0 ) 356 %0 53 7RO
Misceltanaous services, supplies (Inc P&A) 160 31810 | 360 B0 | 360 S0 E30.810
Surveying, Damages 163 55,000 | 372 832 SO | LK
Reads, lpcation, pits, clean up 186 ST | 370 30 | 370 £0 1
Wellsite supervision expenses 169 §113.800 | 364 Sl 00 | 364 0 177 500
Supervision - meals 169 50 | 364 51| 384 %0 50
Tank remal & hauling 324 3| 324 50 R
Valves, piping, conngctions-TEMP us 501 348 50 =0
Puiling umit for complelicn 301 5520000 5120,000
Cail tubing unit for completion 107 =0 | 2]
Reverse driling equipment 304 £234 0000 | 5,000
Cemen production casing 308 £125 00 5125, 0]
Other cementing 312 30 8]
Acidizing services & maleriais 316 j 1] 50 |
Fraciuring services & materials 320 51.945,000 51,545, 000
Frac proppant 315 51,500 00 51,500, 00
Frac chemicals 317 F550 D00 $A50 DK
Wireline service 328 ﬂ,% S 20 |
Packer &for bridge plug rental 32 ]
Spcoling, banding, pump tech 373 7] Bl
Cable andior cable service 374 .o 30
Fishing service 375 50 20 )
Repair ar replace sub pump 377 E _ﬂi
Contingenctes 10% i72 ﬂﬂlﬁ_zﬂ | 368 5542700 | 368 0 SH1E SN
TOTAL iINTANGIBLES 52067 80 5590 00 20 5.9 7 G
IANGIBLE COSTS
Canductor pipe 201 531,000 $30.000
Surface casing 205 et $80 250
Intermediate casing 210 L0 5421,920
Staring head equipmeni 215 HE% $45.000
Intermediate head equipment 220 50
Production casing 41| 3512910 $518.910
Tubing 405 $111.600 $111.800
Tubing head equipment 410 315,000 15,000
Waellhead equipment {Christmas tree) 415 $15,000 $15.000
Tubing anchor andfor packer 420 35,000 _ 55,000
Sucker rods, pumnps, BHA, ele, 425 $20,000 | $20.000
Pumping unit 430 S0 S0
Proguclion ufil &f COMpresser 435 30 $0
Tanks, trealers, separators, etc. 240 575,000 $75.000
Line pipe, valves, connections 441 b50,600 $50.000
Labor - "New" surface production equipment 445 75.000 $75.000
TOTAL TANGIBLES 5585 00 F685, 500 $200.000 1,471,700
DRILLING COMPLETION PRODUCTION TOTAL

TOTAL COST 53,554,000 55,655,600 $200,000 $10,408,600




FASKEN OIL AND RANCH, LTD.
AFE COST ESTIMATE

12/19/2024

Thai Curry 22-27 Fed #224H Drilling Total = $3,554,000
Crill and Complete Completion Total = $6,655,600
AFE NO: Facilities Total = $200,000
2nd Bone Spring Sand
Sec. 22 and 27, T208, R32E, Lea County, NM Intangible Total =  $8,937,900

Tangible Total = $1,471,700

TOTAL COST = $10,409,600
Zade DAILLING Lode COMPLETION Cade FACILITIES TOTAL
Cxilling costs-foolage 101 =] 7]
Driffing costs-day work 103 !E E ii‘i:ﬂ' E
Rig maobitization 102 S50 DO0 S5O D00
Cement surface casing 106 BED 000 50,000
Cement intermediate casing 109 £, £ 15 000
Fioat equipment, centralizers, OWECP, etc. 104 ST | 314 540,000 5 000
Directional drilling services 105 Ak A0 ST 950 |
Mud logging services 112 337800 ST 800
QOpen hole logging services 115 50 50
Geological lesls, cores, studies, etc. 118 ] 0
Crownhole rental equipment, BHA 145 b ] 700
Line & fence pit, pit liners 148 EEH Eg,un:-
Fences & cattieguards 157 50
Base fluid (SBM/OBM) i2? 51 E ] 51 75,0
SBM/OBM cuttings management 170 S, 00 0 K0
Fresh and bring water 124 Emom | 3N $456.500 | 371 $0 Sead 500 |
Fuel 133 15750 | 313 £30.500 | 313 S0 5197000
Mud and chemicals 121 125050 | 389 $30.000 %ﬂ!ﬂ
Bits 130 56,50 | 376 $30.000 500
Hauling, wucking, ranspor 136 $55.000 | 336 $75.000 | 336 30 5150000
Test & inspect tubulars 139 E1a:lII 340 0 515,000
Casing expense 142 i | 344 $32.000 7000
Surface rental equipment 51 S 37 e | 352 5100.000 =y B3IT 694
Welding. roustabout service 154 53 7H0 | 356 S0 | 386 0 £
Miscellaneous services, supplies (Inc. P&A) 160 S35,810 | 3680 0 | 360 50 i A1
Surveying, Damages 163 e | 372 $0 | 372 10 55, (00
Roads, location, pits, clean up 166 135,000 | 370 0 | 370 50 125 (00
Wellsile SUpervision expenses 169 5113800 | 364 $64.100 | 364 S0 177,560 |
Supervision - meals 189 0| 364 30 | 354 S0 S |
Tank rental & hauling 324 S0 | 324 50 | =
Valves, piping, connections-TEMP 348 50 | 348 10 =0
Pulling unit for completion 301 $120.000 120,000
Cail whing unit kor completion 107 $0_ 0
Reverse drifling equipment 304 $25,000 25 (0 |
Cement praduclion casing 308 $125.000 5135000 |
Other cementing 32 S0 0]
Acidizing services & materials 316 50 |
Fracturing services & malerials 320 £1.945 000 #1005 000 |
Frac proppant 31s $1,500,000 §1 500000
Frac chemicals kil $550,000 | SES0L000
Wireting service 328 $235.300 s, X0
Packer &for bridge plug rental 332 30 50 )
Spagling, banding, pump tech 373 30 =0
Cable and/or cable service 374 30 0
Fishing service 375 0N # |
Repair or replace sub pump 377 & 0
Contingencies 10% 172 66800 | 368 §542.700 | 368 $0 13 500
TOTAL INTANGIBLES §2,557,800 $5.970.100 $0 5, 057,000 |
TANGIBLE COSTS
Conductor pipe 201 520,000 £330 000
Surface casing 205 9 250 S50 |
Imermediate casing 210 $421.020 471 090 |
Starting head equipment 215 S45 000 545 000
Inlermediate head equipment 220 ]
Production casing 401 $518.910 515910 |
Tubing 405 £111.600 5111600
Tubing head equipment 410 515,000 T G
Wellhead equipment {Chrisimas tree} 415 $15,000 $15.000 |
Tuting anchor andfor packer 420 $5.000 55000 |
Sucker rods, pumps, BHA, ete, 425 $20.000 5201 000 §
Pumping unit 430 S0 ] 5 |
Production unit of COmMpressor 435 &0 3}
Tanks, trealers, separators, ete 440 555000 §15.000 |
Line pipe, valves, connections 441 550000 _F%‘
Lagor - "New" surface production equipment 445 T T
TOTAL TANGIBLES S5RE 700 685,500 [ 3300000 | B1 471,70
DRILLING COMPLETION PRODUCTION TOTAL

TOTAL COST $3,554 ({1 56,655,600 $200,000 $10,400 603




FASKEN OIL AND RANCH, LTD.
AFE COST ESTIMATE

12118/2024

Thai Curry 22-27 Fed #433H Drilling Total = $3,554,000
Drill and Complete Comptletion Total =  $6,836,900
AFE NO: Facilities Total = $200,000
Wolfcamp
Sec. 22 and 27, T20S, R32E, Lea County, NM Intangible Total =  §8,998,400

Tangible Total = $1,552,500

TOTAL COST = §10,590,900
Code DRILLING Coce[ COMPLETION _|Coda|  FACILITIES TOTAL
Drilling costs-foolage el 30 5
Drilling costs-day work 103 $702,000 | S0 O
Rig mobilization 102 $60.000 Sl o0
Cemen surface casing 108 $60.000 £ 000 |
Camenl inlermediate ¢asing 109 575.000 S75.000
Figat equipment. centralizers, DV/ECP, etc. 104 522 000 | 314 S20.000 SEZ000
Direcitonal drilling services 105 750 S0, A0
Mud logging sesvices 112 $37,800 LK ]
QOpen hole logging services 115 50
Geological tests, cores, Sldigs, elc, 18 0 E
Dawnhole renlal equipment, BHA 145 $66,700 B, A0
Line & fence pit, pil liners 148 $20.000 S0 D |
Fences & caltleguards 157 $0 30
Base fluid (SBM/OBM) 27 $175,000 175,000 |
SBM/OBM cuttings managament 170 $20,600 $30.000
Fresh and bring water 124 $25,000 | 371 S48 500 | 371 0 1,500
Fuel 133 $157.500 § 313 i | 313 S0 S187.000
Mud and chemicals 121 $199,050 | 369 $30,000 fraclEs )]
Bils 130 559,500 | 376 530,000 S0
Bauling, trucking, transpor 136 $75,000 | 336 SO0 | 336 0 § 50,000
Test & inspect bulars 1389 $19.000 | 340 E ]
Casing expense 142 $25.000 | 344 537,000 57 o)
Surface rantal equipmernt 151 $237 694 | 352 S100,000 137
Welding, roustapout service 154 $2,780 | 356 8 | 356 30 52, 7ED
Miscellaneous services, supplies (Inc. PSA) 160 $31.810 | 360 0 1 360 0 £31 810
Surveying, Damages 163 $5,.000 | 372 $0 )32 $0 54,0000
Reoads, location, pits, clean up 166 125,006 | 370 50 | 370 $0 515,000
Wellsite supervision expenses 169 $113.400 | 364 554100 | 364 30 £177. 500
Supervision - mesls 169 F0 | 364 S0 | 364 $0 50
Tank rental & hauling 324 5| 324 e 50 |
Walves, piping, connections-TEMP 348 0| 348 S0 50
Pulting unit for campletion am §5L000 512010
Caoil tubing unit far completion 107 50 | o
Reverse drifling equipment 304 525,000 £ 00 |
Cement praduction casing 308 745,000 §1#5,000
Other cementing 3z i &0 |
Acidizing services & matenals 318 50 o)
Fraciuring services & materials 320 57 000000 £ (K00 CEX)
Fra¢ proppam 315 1 000 &, 5
Frac chemicals 317 000 $650 000 |
Wireline service 328 S, 0 55 30C
Packer &for bridge plug rental 332 50 | = |
Spooling, banding, pump tech a73 50 1]
Cable andfor cable service 374 50 50 |
Fishing service 375 - S |
Repair of replace sub pump an ] 50
Contingencies 10% 172 $263.800 | 368 H54E 200 | 368 $0 | ol ]
TOTAL INTANGIBLES $2.967,800 AR, 50 | 58, 550, 400 |
TANGIBLE COSTS =
Conductor pipe 201 30,000 530,00
Surface ¢asing 205 i 260
Intermediale casing 219 5421 520 $21 000 |
Starting head eguipment 215 Sl ) S45 D00
lniermediate head squipment 220 ] 50 |
Fraductian casing 401 $628,560 oo
Tubing 405 $122 700 B1ZE 00 |
Tubing head equipment 410 $15.000 315000 |
wellhead guipment {Christmas ree} 415 $15.00) SN5000 |
Tubing anchor andior packer 420 $5.000 550000 |
Sucker rods, purnps, BHA, etc, 425 $20,000 | G, DD |
Pumping unit 430 30 50 |
Praguction unil Of CamMpressor 435 30 50
Tanks, treglers, separators, e 440 $75.000 | SmeD00 |
Line pipe, valves, cannections 441 $50,000 S50.000
Labor - "New" surface production eguipment 445 $75,000 | 575,000 |
TOTAL TANGIBLES RS 200 $806,3000 5200,000 51,567 500
DRILLING COMPLETION PRODUCTION TOTAL

TOTAL COST $3,554 004 55,836,900 200,000 510,580,900




AFE COST ESTIMATE
) 1211812024

Thai Curry 22-27 Fed #434H Drilling Total =  $3,554,000
Drill and Complete Completion Totai =  $6,836,900
AFE NO: Facilities Total = $200,000
Wolfcamp
Sec. 22 and 27, T20S R32E, Lea County, NM Intangible Total =  $8,998,400

Tangible Total = $1,592,500

TOTAL COST = $10,590,900
Goge[ DRILLING Codel  COMPLETION | Gode[  FACILITIES TOTAL
Dritling costs-footage 101 S0 30
Drilling costs-day work 103 5702.000 $702.000
Rig mobilization 102 $60.000 $60.000 |
Cemem surtace casing 106 $60.000 $60.000
Cement imermediate casing 109 $75.000 $75,000
Float equipment, centralizers, DV/ECP, et 04 $22.000 | 314 40000 $62.000
Directional drilling services 105 $383.750 $383 750
Mud logging services 112 37,800 $37,800
Open nole logging services 115 $0 30
Geological tests, cores, sludies, etc. 18 0 0
Downhole rental equigrent, BHA 145 366, 700 $66,700
Line & fence pit, pit liners 148 $20,000 520.000
Fences & cattieguards 157 $0 50
Base fiuid (SBM/OBM) 127 $175,000 $175.000
SBM/OBM cuttings management 170 20.000 $20.000
Fresh and trine water 124 525,000 | 371 S458 500 | 371 $0 $481,500
Fuel 133 $157.500 | 313 SR 500 | 313 0 $197.000
Mud and chemicals 121 $199.050 | 369 %m $223.050
Bits 130 $59.500 | 376 Ea] $89.500
Hauling, trucking, transport 138 $75,000 | 336 STE 00 | 338 50 $150.000
Test & inspect tubulars 138 519.000 | 340 0 $19.000
Casing expense 142 $25.000 | 344 pardrin] $57.000
Surface rental equipment 151 $237,694 | 352 100 G0 $337,604
Welding. roustaboul service 154 52,780 | 356 | 356 30 $2,780
Miscellaneous services, supplies (Inc. P&A} 1660 $31.810 | 380 80§ 360 30 | 531.810
Surveying, Damages 163 | $5 000 | 372 0l 372 30 55,000
Roads, tocaton, pils, clean up 166 5125006 | 370 EI_ 370 10 12_5.[)00
Wellsite supervision expenses 169 5113400 | 364 554100 § 354 50 177,500
Supervision - meals 162 $0 | 364 =1 1 364 50 $0
Tank remal & hauling 324 #1324 30 $0
Valves, piping, conneclions-TEMP 248 E 348 50 $0
Pulling unit for completion am S130.000 $120,000
Coil tubing unit for complation 107 50 30
Reverse drilling equipment 304 52000 $25.000
Cement production casing 308 5125 00 $125.000
Other cementing 312 1) 30
Acidizing services & materials 316 = 30
Fraciuring services & materials 320 e 00 D0 $2 000.000
Frac proppant 315 21 500,000 $1.500.000
Frac chemicals 317 S550,000 $550.000
Wireling service 328 N0 $265.300
Packer &far bridge plug remal 332 7] %0
Spocling, banding, pump lech 73 0 | 30
Cable andfor cable service 374 i _$0 |
Fishing service 375 50 | 0
Repair of replace sub pump 77 A $0
Contingencies 10% 172 $269.800 | 368 S, 00 368 hid] $818.000
TOTAL INTANGIBLES 52 557.800 E EE,EDJ $58.898.400
JANGIBLE COSTS
Conductor pipe 201 30,000 530,000
Surface casing 205 | 0,250 $89.250 |
Intermediate casing 210 ST D $421.920 |
Starting head equipmem 215 45000 545 000
Intermediate haad equipmant 220 50
Production casing 401 5628 560 §628,560
Tubing 405 §122 700 $122 700
Tubing head equipment 410 $15.000 515,000
Wellhead eguipment (Chrisimas tree) 415 $15.000 $15,000 |
Tuhing anchor and/or packer 420 55,000 $5.000
Sucker rods, pumps, BHA, etc. 425 £ 000 $20.000
Pumping unit 430 fTH] 50
Proguction unil oF COMpressor 435 30 50
Tanks, ireaters, separators, etc 440 $75,000 $75.000
Ling pipe. valves, connections 441 $50,000 50,000
Labor - "New" surface production equipment 445 $75.000 $75.000
TOTAL TANGIBLES g,ﬁ $808,300 $200.000 $1.592, 500
DRILLING COMPLETION PRODUCTION TOTAL

TOTAL COST $3,554,000 546 836 900 $200,000 $10,590,800

FASKEN OIL AND RANCH, LTD.
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A.AP.L.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1985 (Horz.)

OPERATING AGREEMENT

hersinafier designated and referred 1o as "Operator,” and the signatory parly of parties olher than Operator, sometimes hereinafter referred

e individually as "Nor-Operaior.” and collectively as "Non-Operators *
WITNESSETH:

WHEREAS, the parties fo this agreement are owners of Oil and Gas Leases andfor Ol and Gas interests in the land
identified in Exhibit "A" and the parties hereto have reached an agreement to explore and develop these Leases andior Oil
and Gas Interests for the production of Ol and Gas to the extent and as hereinafter provided,

NCOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:

A. The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of estimating
the casts to be incurred in conducting an eperation hereunder An AFE is not a contractual commitment. Rather it is only an estimate, made
in goed faith.

B. The term "Completion” or "Complete” shall mean a sinale operation intended to compleie a well as 2 praducer of Oil and Gas
in gne or more Zones, including, but nat limited to, the setting of production casing, perforating, well stimulation and production testing
conducted in such operation

C. The term “"Contract Area” shall mean all of the lands, Oil and Gas Leases andfor Qil and Gas Interests intended to be
developed and operated for Oi and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas Inlerests are
described in Exhibit "4 "

O The term "Deepen” shali mean a single operation whereby a well is drilled to an objective Zone below the deepest Zone in
which the well was previously drilled, or beiow the Deepest Zone proposed in the associated AFE, whichever is the lesser. When used in
connection with a Horizontal Well, the term “Deepen” shall mean an operation whereby a Lateral is drilled 1o a Displacemem greaier than
{1} the Displacement contained tn the proposal for such opcration approved by the Consenting Parties, or (it} to the Displacement to which
the Lateral was drilled pursuant to a previous proposal

L The term “Displacement™ shall have the same meaning as the term defined by the state regulatory agency having jurisdiction
over the Contract Area, in the absence of which the term shall othenwise mean the fength of a Lateral

F The terms VDrilling Party” and "Consenting Party" shall mean a party who agrees to join in and pay its share ol the cost of any
operation conducted under the provisions of this agreemaent

G The teom "Dnlling Unit” shall mean the area fixed for the dniling of one well by order or rule of any state or federal
body having autherity If a Drilling Unit is not fixed by anyv such rule or order. a Drilling Unit shall be the drilling unit as
estabrlished by the pattem of drilling in the Contract Arza unless fixed by express agreement of the Drilling Parties

H The term “Drillsite” shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well 13 to be
located. When used in connection wath a Horizontal Well the teem “Drillsite”™ shazll mean (i} the surface hole location, and (i) the Oil and
Gas Leases or Oil and Gas Intercsts within the Dritliog Unit on or under which the wellbore, including the Lateral, is located

b The 1lerm “Honzontal Rig Move-On Period” shall mean ihe number of days after the date of nig release of 2 Spudder Rig unul
the date a rig capable of drilling a Horizontal Well to its Total Measured Depth has moved on {0 location

] The term “‘Horizontal Well” shall have the same meaning as the term defined by the state regulatory agency having

Jurisdiction over the Contract Area, in the absence of which the term shall mean a well containing one or more Lalerals which zre drilled,

Completed or Recompleted in a manner in which the horizontal component of the Completion interval {1} extends at least one hundred feet
(1007} in the objective formationis) and (2) exceeds the vertical component of the Complenon interval in the objective formation(s)

K The term "lnitial Well" shall mean the well required to be drilled by the parties hereto as provided in Article VIA

L. The term “Lateral™ shall mean that porhon of a wellbore that deviates from approximate vertical orientation to approximate
honzontal onientation and all wellbore beyond such deviation to Total Measured Depth

M The term “Non-Consent Well" shall mean a well in which less than all panics have conducted an operation as provided in
Article VI B.2

N The terms “Nen-Driliing Party” and "Neon-Consenting Party” shall mean a party who elects not to participate in a proposed
operation

Q The term “Cil and Gas" shall mean oil, gas, casinghead gas, gas condensate, andfor all other iquid or gaseous hydrocarbons and
other marketable substances produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated

P The term “Cil and Gas Interests” o “interests” shall mean unieased fee and mineral interests in Gil and Gas n tracts of 1and
lying within the Coniract Area which are owned by parties to this agreement

Q. The terms "Oil and Gas Lease," "Lease” and "Leasehold” shall mean the oil and gas leases or interests therein covering tracts
of land 1ying within the Contract Area which are owned by the parties to this agreement

R The temm "Plug Back” shall mean a single operation whereby a deeper Zone 15 abandoned in order o attempt a Completion in
a shallower Zone. When used in connection with a Honzontal Well, the term “Plug Back™ shall mean an operation to test or Complete the
well af a stratigraphically shallower Zane i which the operation has been of is being Completed and which is not in an existing Lateral

S The term "Recompletion” or "Recompiete” shall mean an operation whereby a Completion in one Zone is abandoned wn order
o attempt a2 Complction in a differcnt Zone within the existing welibore

T The term "Rework” shall mean an operation conducted in the welibore of a well after W 15 Completed 10 secure, restore, or
inprove production m a Zone which is currently open to production in the wellbore Such operations include, but are nod limited o, well
stmulation operations but exclude any routing repair or maintenance work or dniling, Sidetracking, Deepeming, Compicting,
Recompleting. or Plugging Back of a well

U The term “Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as to change the
bottom hele lacation unless dene to siraighten the hole or drill around junk in the hole 16 avercome other mechanical difficulties When used
in conneciion with a Harizontal Well, the term “Sidetrack™ shall mean the dircctional contral and deviation of a well utside the existing
Lateral(s) so as o change the Zone or the direction of a Lateral from the approved proposal unless done to sicaighten the hele or doll
around junk in the hole of to overcome other mechanical difficulties

V. The tenn "Spudder Rig" shall mean a drilling rig utilized only for drilling al) or part of the venical compenent of a Horizonizl
Well, a rig used only for setting conducter pipe shail not be considered a Spudder Rig

W The term “Terminus™ shall have the same meaning as the tenm defined by the state regulatory agency having Jurisdiction
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over the Contract Area. in the absence of which the term shall mean the furthest point drilled in the Lateral

X The term “Totai Measured Depth,” when used in connection with a Horizontal Well, shail mean the distance from the surface of
ihe ground to the Terminus, as measuwred along and including the vemical component of the well and Lateral{sy When the proposed
operation{s} is the dniling of, or operation on, 2 Horizontal Well, the terms “depth™ or “total depth™ wherever used in this agreement shall be
deemed to read “Total Measured Depth™ insofar as it applies to such wel)

Y. The term “Vertical Well” shall mean a well drilled, Compleied or Recompleted other than a Horizontal Well,

Z The term "Zone" shall mean a stratum of earth containing or thought to contain a common accumutation of Gil and Gas
separately producible from any other comman accumulation of Oil and Gas

Unless the context otherwise clearly indicates, words wuscd in the singular include the plural, the word "person” ncludes
natural and arnficial persons, the plural includes the singular, and any gender includes the mascuiine, feminine, and neuter

ARTICLEIL
EXHIBITS
The following exhibuts, as indicated below and attached hereto, are incorporated in and made a part hereof
X A Exhibit "A shall nclude the following information:

{13 Desenpion of lands subject te this agreement,
{2) Restrictions, if any, as o depths, formations, or substances,
(3) Partics to agreement with addresses and telephane numbers for notice purposes,
(4} Percentages or fractional interests of parties to this agreement,
{3) Oil and Gas Leases and/or Oil and Gas interests subject 1o this agreement
(6} Burdens on produciion
Exhibn "B." Form ol Lease
Exhibit "C." Accounting Procedurs
Exhibit "D," insurance
Exhibit “E." Gas Balancing Agreement

i I v}

e xlxxix
m

. Other: __Recording Supplement
[f any provision of any exhibit, excepd Exhibits "E," "F" and "G." is inconsisient with any provisien contained in the body of this
agreement, the provisions in the body of this agreement shall prevail.
ARTICLE TIL
INTERESTS OF PARTIES
A. 01l and Gas Interesis:

If any party owns an Qil and Gas [nferest in the Contract Area, that Interest shall be treated for all purposes of this agreement
and during the term hereof as af it were covered by the form of Qi and Gas Lease attached herewo as Exhibit “B." and the owner
thereof shail be deemed to own both royaity interest in such fease and the interest of the lessee thereunder
B. Interests of Parties in Costs and Production: See Article XVL T for additional provisions.

Unless changed by other provistons, all costs and labilities incurred in operations under this agreemnent shall be bome and paid,
and all equipment and matenials acquired in operations on the Contract Area shall be owned, by the parties as their interests are set forth in
Exhibit "A " In the same manner, the parties shall also own all proeduction of Qil and Gas from the Conlract Area subject, however, 1o the
payment of royalties and other burdens on production as described hereaftec

Regardless of which party has contnibuted any Oil and Gas Lease or Oil and Gas Interest on which royalty of other burdens may
be pavable and excepl as otherwise expressly provided in this agreement, each party shaill pay or deliver, or cause 0 be paid or delivered,
all burdens on its share of the production from the Contract Area up 1o, but not in excess of, __ twenty five prreent and
shall indemnify, defend and hold the other parties free from any liability therefor Except as otherwise expressly provided in this agreement,
if any party has coniribuied hereto any Lease or {nterest which is burdened with any royalty, overriding coyalty, production payment or
other burden on production in excess of the amounis stipulated above, such party so burdened shall assume and alone bear all such exeess
obligations and shall indemnify. defend and hold the other parties hereto harmless (rom any and all claims attributable to such excess burden
{iowever, 5o long as the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, of cause
1o be paid or delivered, all burdens on production from the Contract Area due under the tonns of the Oil and Gas Lease(s) which such party
bias contributed to (s agreement, and shail indemnify, defend and hold the other parties tree from any Lability therefor
No party shall ever be responsibie. on a price basis higher than the price received by such party, o any other party's lessar or

royalty owner, and 1f such other party's lessor or royalty owner should demand and reccive settlcment on a higher price basis, the party
coniribubing the alfected Lease shall bear the additonal royalty burden attributable to such higher price

Nothing contained n this Article §il B shail be deemed an assignment of cross-assignment of imerests covered hereby. and in
the event two or more pariies coninbute to this agreement jointly owned Leases, the parties’ undivided interests i said Leaseholds shail be
deemed separaie leasehold interests for the purposes of this agreement
C. Subscguently Created Interests:

It any panty has contributed herelo a Lease or Interest that is burdened with an assignment of production given as securily lor the
payment of money, or if, after the date of this agreemenl, any party creates an overmiding royalty, production payment, net profits interest,
assignment of production or other burden payable out of production arributable 1o 1is working interest hereunder, such burden shail be
deemed a "Subsequently Created Interest.” Further, if any party has contriboted hereto a Lease or Interest burdened with an overriding
royally, production payment, net profits interests, or other burden payvable out of production created prior Lo the date of this agreement, and
such burden is not shown en Exhibii "A." such burden also shall be deemed a Subsequently Created Interest to the extent such burden
causes the burdens on such party's Lease or [nterest 1o exceed the amount stipulated im Article [{1.B. above.

The party whose interest is burdened with the Subsequently Created Interest {the "Burdened Party"} shall assume and alone
bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other parties from and against
any liability therefor Further, if the Burdened Party fails 1o pay, when due, its share of expenses chargeable hereunder, all provisions of
Article VII B shall be enforceable against the Subsequently Created Intersst in the same manner as they are enforceable against the warking
interest of the Burdened Party. 1f the Burdened Party is required under this agreement to assign or relinguish to any other pany, or parties,
all or a pomion of ils working interest andfor the production attributable thercto, said other party, or parties, shall receive said assignment
andfor production free and clear of said Subsequently Created Interest, and the Burdened Party shall indemmify, defend and hold harmless
said oiher party, of parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Tnterest

e
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ARTICLE IV.
TITLES
A. Title Examination:

Titie examination shail be made on the Drillsite of any proposed well prior to commencement of drilling operations and, if a
majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire Drilling Unit, or
waximum anticipated Drilling Unit, of the well The opinion will include the ownership of the working interest, minerals, rovalty,
overriding royalty and production payments under the applicable Leases Each party contributing Leases and/or Qi) and Gas Interests 1o be
included in the Drilisite or Drilling Unit, if appropriate, shall fumish to Operator all abstracts {including federal lease staws reports), title
opimions, title papers and curative material in its possession free of charge. All such information not in the pussession of or made avaiisble to
Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator Qperator shall cause tile Lo be exammed
by atlorneys on s siaff or by ouside attomevs Copies of ali title opinions shall be fumished (o each Drilling Party Costs incurred by
Operator 0 procuning absiracts, fees paid owiside attorneys for title examination (including preliminary, suppiemental, shut-in royaly
opinions and division order tile opimions) and other direct charges as provided in Exhibit "C” shall be borme by the Drilling Parties in the
proportion that the interest of zach Drifling Pacty bears to the total nterest of all Drilling Parhies as such interests appear in Extubit "A "
Operator shail make no charge for services rendered by its staft atomeys or other persannel in the perfonnance ol the above functions

tach party shall be responsible for securing curative malter and pooting amendmerts or agreements required in connection with
i.cases or Gil and Gas Interests conmtributed by such pardy Operator shall be respensible for the preparabon and recording of pooling
designations or declarations and communitization agreements as well as the conduct of hearings before governmental agencies for the
securing of spacing or pooling orders or any other orders necessary or appropriate to the conduct of operations hereunder This shall not
prevent any party from appearing on its own behalf at such hearngs Costs incurred by Operator, including fees paid 10 outside attomeys,
which are associated with hearings before govemmental agencies, and which costs are necessary and proper for the activities contemplaied
under s agreesncnt, shall be direct charges to the joint account and shall not be coverad by the adminisirative overhead charges as provided
in Exhibit "C " Operator shall make ro charze for services rendared by its staff attorneys or other personnel in the performance of the above
Junctions

No well shall be drilled on the Contract Area until after {1} the uitle o the Drillsite or Drilling Unit, 1f appropriate, has been
cxarnined as above provided, and (2) the title has been approved by the examining atiemey or bitle has been accepted by all of the Dnilling
Parties in such well
B. Loss or Failure of Title:

1 Failure of Title: Should any Gil and Gas Interest or Oil and Gas Lease be losi through failure of title. which results i a
reduction of interest from that shown on Exhibit “A," the party credited with contributing the affected Leasc or Interest {including, if
applicable, a successor in interest 10 such party} shall have ninety {50} days from final determination of title failure to scquire 2 new leasc
or olier instrument curing the entirety of the title failure, which acquisition will not be subject to Amicle VIILB | and failing to do se, this
agreement, nevertheless, shall continue in torce as to all remaining Oil and Gas Leases and Interests; and,

{a) The party credited with contributing the Ol and Gas Lease or Interest affected by the title failure (including, if applicable,
3 successor in interest to such party} shall bear alone the entire Joss and it shall not be entitled to recover from Cperator of the other parties
any development or operating costs which it may have previously paid or incurred, but there shall be no additional Liability on its part to the
other parties hereto by reason of such title failure;

{b) There shall be no retroactive adjustment of expenses incurred or revenues reccived from the operation of the Lease or
Inierest which has failed, but the interests of the parties contained on Exhibit A" shail be revised on an acreage basts, as of the time it is
determined finally that vitle failure has occurred, so that the interest of the party whose Lease or interest is affected by the title failure will
thereafier be reduced in the Contract Area by the amount of the Lease or interest failed,

{¢) If the proporionate interest of the other partics hereto in any producing well previously drilied on the Contract Area
is increased by reason of the vtle failure, the party who bore the costs incurred in connection with such well attributable to the Lease or
interest which has failed shall receive the proceeds attributabie to the increase in such interest (less costs and burdens atinbutable thereto)
until it has been reimbursed for unrecovered costs paid by it in connection with such well attributable to such failed Lease or Interest,

{d) Should any person not a party to this agreement, who is dewnnined o be the owner of any Lease or Interest which has
failed, pay in any manner any part of the cost of operation, develapment, of equipment, such amount shall he paid to the party or parties
who bore the costs which are so refunded;

{e) Any liability 1o acceunt © a person not a party to this agreement for prior production of Oil and Gas which arises by
reason of title failure shall be borne severally by each party (inctuding a predecessor 10 a current party) who received production for which
such accounting is required based on the amount of such production received, and each such party shall severally indemmnify, defend and
hold harmless all other parties hereto for any such liability to account,

{f) No charge shall bc made to the joini account for legal expenses, fecs or salaries in connection with the defense of the
Lease or Interest claimed 10 have failed, bui if the party contributing such Lease or Interest hereto elects to defend us title it shall bear all
expenses in connection therewith; and

{g) if any party is given credit on Exhibit "A” to a Lease or Interest which is limited solely to ownership of an interest in the
welibore of any well or wells and the production therefrom, such party's absence of interest in the remainder of the Contract Area shall be
considered a Failure of Title as to such remaining Contract Area unless that absence of interest is retlected on Exhibit "A "

2 Loss by Non-Payment or Erronecus Pavment of Amount Due. If, through mistake or oversight, any rental, shut-in well
pavment, minimum royalty or rovalty payment, or other payment necessary to maintain all or a portion of an Oil and Gas Lease or interest is

not pard or is erroneously paid, and as a result a Lease or Inieresi terminates, there shall be no monctary lability against the party who failed
to make such payment Unless the party who failed to make the required payment secures a new Lease or Interest covering the same interest
within ninety (90} days from the discovery of the failure to make proper payment, which acquisition wili not be subject to Anticle VIlL B |, the
interests of the parties reflecied on Exhibit "A" shall be revised on an acreage basis, effeciive as of the date of termination of the Lease or
Interest imvolved, and the party who failed to make proper payment will no longer be credited with an interest in the Conlract Area on account
of ownership of the Lease or Intersst which has terminated If the party who failed to make the required payment shall not have been fuliy
reimbursed, at the time of the loss, from the proceeds of the sale of O and Gas attributable to the lost Lease or Interest, caleulated on an
acreage basis, for the development and operating costs previcusly paid on account of such Lease or Interest, it shall be reimbursed for
unrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole previously drilled or wells previousky
abandoned} from so much of the following as s necessary to effect reimbursement:

(a) Proceeds of Oil and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease
burdens chargeable hereunder to the person who failed to make payment, previously acerued to the credit of the lost Lease or Interest, on an
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acreage basis, up o the amouni of unrecovered cosis:

{b) Proceeds of (nl and Gas, less operating expenses and lease burdens chargeable hereunder o the person who failed
10 make payment, up o the amount of unrecovered costs attributable 1o that portion of Oil and Gas thereafter produced and marketed
{excluding production from any wells thereafier drilled) which, in the absence of such Lease or Interest termination, would be atinibutable to
the lost Lease or interest on an acreage basis and which as a resubi of such Lease or Interest termination i3 credited to other panies, the
proceeds of said portion of the (il and Gas 16 be contributed by the other parties in proportion to their respective interests reflected on Exhibit
"A", and,

(¢} Any monies, up to the amaount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the
Lease or inkerest lost, Tor the privilege of participating in the Contract Arca or becoming a party to this agreement

3 COuiher Losses: ANl Josses of Leases or Interests committed to this agreement, other than those set forth in Articles
IVB ). and IV B 2 above, shall be joint losses and shall be bome by all parties in proportion to their interests shown on Exbobin “A " This
shall include but not be limited to the loss of any Lease or Interest through failure 1o develop or because express or implied covenanis have
nol been performed (other than performance which requires only the payment of money), and the loss of any Lease by expiration at the end of
its primary term if it is not renewed or extended. There shall be no readjustment of interests in the remaining portion of the Contract Area on
account of any joint loss,

4 Curing Title: In the event of a Failure of Title under Article IV.B.1. or a loss of titie under Article IV B2 above, any Lease or
interest acquired by any party hereto {other then the party whose interesi has failed or was lost) during the ninety (90} day period
provided by Article 1V B.t and Article IV.B.2. above covering all or a portion of the interest that has failed or was lost shail be offered at
cost to the party whose interest has failed or was iost, and the provisions of Article VI B shali not apply to such acquisitron

ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator: See Article XVLG and K. for additional provisions.
Fasken Ol and Ranch Lrd shall be the Operator of the Contract Area, and shall conduct and direet

and have full control of all operations on the Contract Area as penwitted and required by, and within the limits of this agreement In its
performance of services hereunder for the Non-Operators, Operator shalt be an independent contractor not subject 1o the control or direction
of the Non-Operators except as to the type of operation to be undertaken in accordance wath the election procedures contained in this
agreement Operator shali not be deemed, or hold itself out as, the agent of the Non-Operators with authority 1o bind them to any obligation or
liability assumed of incurted by Operator as to any third party Operator shali conduct its activitics under this agreement as a reasonably
prudent operator, in a good and workmanlike manner, with due diligence and dispatch, in accordance with zood oilfield practice. and in
compliance with applicable law and regulation, but in no event shall it have any liability as Operator 1o the other parties for losses sustamed or
tigbilities incurred excepl such as may result from gross negligence or willful misconduct
B. Resignation or Removal of (perator and Selection of Successor: See Article XVLS. Tor additional provisions.

i Resignation or Removal of Operator; Opcrator may resign sl any me by giving wrilten notice thereot 1o Non-Operators

If Operator 1enninates its legal exisience, no longer owns an interest hereunder in the Contract Area, or 1 no longer capable of serving as
Operator, Operator shall be deemed o have resigned wathout any action by Non-Operatars, except the selection of a suceessor Cperator may
be removed only for good cause by the affirmative vote of Non-Ciperators owning a majorily mterest based on ownership as shown on
Exhibit "4" remaining after excluding the voling interest of Operator; such voie shall not be deemed efiective until a written notice has been
delivered to the Operator by a Non-Operatoc detailing the alleged default and Operator has failed ta cure the default within thirty {30) davs
from its receipt of the notice or, if the defauit concemns an operation then being conducted, within iormy-eighe {48) hours af s receipt of the
notice. For pumposes hereof. "good cause” shall mean not only gross neglizence or willful misconduet but also the material breach of or
inability to meet the standards of operation contained in Article V. A or material failure or inability 1o perform its obligations under this
agreement

Subject ta Article VIID 1, such resignation or removal shall not become etfective until 7:00 o'clock A M. on the firsi day of the
calendar month following the expiration of mincty {90} days after the giving of notice of resignation by Operator or action by the Non-
Operators 10 remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earlier daie. Operator,
after effective date of resignation or removal, shall be bound by the terms hercof as a Non-Operator A change of a corporate name or
strucwre of Operator or transfer of Gperator's interest to any single subsidiary, pareni of successer corporation shall not be the basis for
remaval of Operator

2 Selection_of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be selected by the parties. The successor Operator shatl be sclected from the parties owning an interest in the
Caniract Area at the time such successor Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or
more parlies OWNing a majority interest based on ownership as shown on Exhibit "A"; provided, however, if an Operator which has been
removed or is deemed to have resigned fails to vote or votes only to succeed itself, the successor Operator shal) be selected by the affirmative
vote of the party or parties owning a majority interest based on ownership as shown on Exhibit "A” remaining after excluding the voting
interest of the Operator that was removed or resigned  The former Operator shall promptly deliver to the successor Operator all records and
data relating to the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copying the former Operator's records and data shail be charged to the joint account

3 Effect of Banknuptey: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned witheut any action by Non-Operators, except the selection of a suecessor [f 2 petition for relief under the federal bankruptey laws is
filed by or against Operator, and the removal of Operator is prevented by the federal bankruptey court, ail Non-Operators and Operator shali
comprise an intefim operating commitiee o serve unti) Operator has elected to reject or assume this agreement pursuant o the Bankruptey
Code, and an election to reject this agreement by Operator as a deblor n possession, or by a trustee in bankruptey, shall be deemed a
resignation as Operator without any action by Non-Operators, except the selection of a successor. During the peried of time the operating
commintee comeols operations, all actions shall require the approval of two (2) or more parties owming a majonty interest based on ownership
as shown on Exhibit "A " In the event there are only two {2) panties to this agreement, during the period of time the operating commitice
controls operations, a third party acceplable 1o Operator, Non-Operator and the federal bankruptey coun shall be seiected as a member of the
operating committce, and all actions shall require the approval of two {2) members of the operating committee without regard for ther interest
in the Contract Area based on Exhibit "A "
C. Emplevees and Contractors:

The number of emplovees or contractors used by Operalor in conducting opcrations hercunder, their selection, and the
heurs of labor and the compensation for services performed shall be determined Gperator, and all such employees or contractors shall be the

employees or contractors of Operator,

2dla
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D. Rights and Duties of Operator: See Article. G., H. and K. for additional provisions.
1 Compeiitive Rates and Use of Affiliates: All wells drilled on the Coniract Area shall be drilled on a competitive contract basis

at the uswal rates prevailing in the area I it so desires, Operator may employ its own wals and cquipment in the drilling of wells, but its
charges therefor shall not exceed the prevailing rates in the area and the ratc of such charges shall be agreed upon by the parties in writing
before drilling operations are commenced, and such work shall be performed by Operator under the same terms ang conditions as are
custormary and vsual in the area n contracts of independent contractors who are doing work of @ similar nature  All work performed or
materials supplied by affiliaics or related parties of Operator shall be performed or supplied al competitive rates, pursuant to writlen
agreement, and in accordance with customs and standards prevailing in the industey.

2. Discharge of Joint Account Obligations: Except as herein otherwise specifically provided, Operator shall prompily pay and

discharge expenses incurred in the development and operation of the Contract Arca pursuant to this agreement and shall charge sach of
the parties hereto with their respective proportionate shares upon the expense basis provided in Extubit "C " Operator shall keep an accurate
record of the joint account hereunder, showing expenses incurred and charges and credits made and received

3. Protection from Liens: Operator shall pay, or cause to be paid. as and when they become due and payable, 2il accounts of
contractors and supplers and wages and salaries for services rendered or performed, and for matenials supplied on, to of in respeet of the
Contract Area of any operations for the joint account thereof, and shall keep the Contract Area free from liens and encumbrances resulling
therefrom except for those resulting from a bona fide dispute as to services rendered or materials supplied

4 Custody of Funds' Operator shall hold for the account of the Nen-Operaters any funds of the Non-Operators advanced
or paid to the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the Contract Arga, and such
funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until used for their intended purpose or
otherwise delivered to the Non-Operators or applied toward the payment of debts as provided in Articic VI B Nothing in this paragraph shall
be construed to establish a fiduciary relationship between Operator and Non-Operators for any purpose other then to account for Non-
Operator funds as heren specifically provided Nothing in this paragraph shall require the maintenance by Operator of sepacate accounts for
the funds of Non-Operators unless the parties othenwise specrfically agree

3 Access to Contract Area and Records. Operator shall, except as otherwise provided herein, permit cach Non-Operator
or its duly authonzed representative, at the Non-Operator's sole risk and cost, full and free access at all reasonable Umes to all operations of
every kind and character being conducted for the joint account on the Contract Arca and to the records ol eperations conducted thereon or
praduction therefrom, includmg Operator’s books and records relating thereto Such accoss nghis shall not be exercised i a manngr
interfering with Operator's conduct o an operation hereunder and shall not obhigate Operator o furmish any geologic or geophysical data el an
interpretive nature unless the cost of preparation of such interpretive data was charged to the joint account Operator will furmish w each Non-
Operator upon request copies of any and all reports and information obtained by Operator in eonnection with production and related items,
including, without limitation, meter and chan reports, production purchaser staienents, run tickets and monthly zauge reports, but excluding
purchase contracts and pricing information to the extenl not applicable o the produchon ot the Non-Cperator seeking the information Any
audit of Qperator's records relating to amounts expended and the appropriateness of such expenditures shall be conducted in accordance with
the audit protocol specified in Exhibit "C "

6 FEiling and Fumishing Governmental Reporis: Operator will file, and upon written request promptly fumish copics to

each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or apphcations required to be filed by
local, State, Federal or [ndian agencies or authorities having jurisdiction over operations hereunder. Each Non-Operator shall provide to
Operator on a timely basis all information necessary 1o Operator 10 make such filings See Article XVI K tor additional provisions
7 Drilling and Testing Operations: The following previsions shall apply 1o each well drlled hereunder, including bui not
limited to the [nitial Well:
{a) Operator will promptly sdvise Nen-Operators of the date on which the well s spudded, or the date an which
dnlling operations are commenced
{bj Operator wiil send to Non-Operators such reports, test results and notices regarding the progress of operations on the well
as the Non-Operators shall reasonably request, in¢luding, but not limited to, daly deilling reports, completion reports. and well logs
{c) Operator shall adequately test zil Zones encountered which may reasonably be expected o be capable of producing Cil
and Gas in paying quantities s a result of examination of the eleciric log of any other logs or cores or tests conducted hereunder
8 Cost Estimates: Upon request of any Consenting Party, Operator shall fumish estimates of cumrent and cumuiative costs
incurred for the joint account at reasonsble intervals during the conduct of any operatien pursuant to this agreement Operator shall not be
teld hable for errors in such estimates so long as the eshmates are made n good fath
9 Insurance: At all times while operations are conducted hereunder, Operator shall comply with the workers compensation law
of the state where the operations are being conducted: provided, however, that Operator may be a self- insurer for lisbility under sad
compensation laws in which event the only charge that shall be made to the joint account shall be as provided wn Exhibat "C " Operator
shall also camy or provide insurance for the benefit of the joint account of the panies as outlined in Exhibit "D" auached hereto and made a
part hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workers compensation
law of the state where the operations are being conducted and to mainiain such other insurance as Operator may require
in the event automobile liability insurance is specified in said Exhibit "D or subsequently receives the approvel ot the
parties, no direct charge shall be made by Operator for premiums paid tor such msurance for Operator's autorotive equipment
ARTICLE VL.
DRILLING AND DEVELOPMENT
AL leitial Well:
inor before the 31st day of December, 2035 Operator shall commence the drilling of the Initial Well
at the following lecation (if a Honzontal Well, sucface and Tenninus/Termini of the Lateral(s

SHL in the NE/4 of Section 22, T20S-R32E and BHL in the /2 of SE/ of Secuon 27, T20S-R32E, and shall thereatter continue the
drilling of the well (horizontally 1f 2 Horizontal Well) with due diligence 1o a sufficient depth to penetrate and produce from the Bone
Spring Formation

and shall thereafter continue the drilling of the well (horizontally if a Horizontal Weil) with due diligence to
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The drilling of the Initial Well and the participation therein by all parties is obligatory, subject 10 Article VIC 1 as to partcipation in
Cempletion operations and Article VIF a5 to tenmination of operations and Anicle Xi as 10 occurmence of force majeure
B. Subsequent Qperations:

1 Propnscd Gperations: It any party hereto should desire to drill any well on the Contract Area ather than the Inttal Well, oc if
any party should desirc to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hale oF 2 well ne longer capable of produging in paying
paying quantitics in which such party has not otherwise relinquished its interest in the proposed objective Zone under this agreement, the
parly desiring o drill. Rework, Sidewrack, Deepen, Recomplete of Plug Back such a well shail give writien notice of the propesed operation to
the partics who have not otherwise relinquished their interest in such objective Zene under this agreement {and 10 all other parbes in the
case of a proposal for Sidetracking or Deepening as to a Vertical Well), specifiing the work to be performed, the location, proposed depih,
objective Zone and the estimated cost of the operation as oullined in an AFE A proposal tor the drilling of or other aperaiions for a
Horizantal Well shall: {1} state that the proposed operation is a Horrzontal Well operation; (2} include drilling and Completion plans
specilying the proposed: (i) Total Measered Depth(s), (i) surface baole location(s), (i) Terminus/Tenvini, {iv} Displacementis},
{v) utilization and scheduling of rig{s) (Spudder Rig, dnilling and Completion), and (vi} stimulation operations, stagzing and sizing: and (3}
include estimated drilling and Completion costs as set torth in an AFE The parties 10 whom such a notice is delivered shall have thirty (30}
days after recept of the notice within which to notify the party proposing to do the work whether they elect o participate in the cost of the
proposed operation If a drilling rig is on location. notice of a proposal 16 Rework, Sidetrack, Recomplete, Plug Back or Deepen may be
given by telephone and the response period shall be limited to forty-eight {48) hours, exclusive of Saturday, Sunday and legal holidays
Failure of a party to whom such notice is delivered 1o reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the proposed operation. Any proposal by a party to conduct an operation conflicting with the operation initially
proposed shall be delivered to all parties within the time and in the manner provided in Article VIB 6

If all parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be contraciually
commitied to panicipate therein provided such operations are commenced within the time period hereafler set forth, and Operator shall, no
later than ninety (90} days afier expiration of the notice period of thirty (30) days (or as promptly as practicable aRer the expiration of the
{orty-gight {48} hour peried when a driiling rig is on location, as the case may be), actually commence the proposed operation and thereaiter
complete it with due diligence at the risk and expense of the parties participating therein; provided, however, said commencement daie may
be extended upon written notice of same by Operator to the other parties, for a period of up to thirty (30) additional days if, in the sole
opimion of Operator, such additional time is reasonably necessary to obtain permits from govemmental authoritics, surface rights (including
rights-of-way) or appropriate driliing equipment, or to complete ttle examination or curative matter required for title approval or
acceptance. [f the actual operation has not been commenced within the time provided (including any extension thereof as specifically
permitted herewn or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct said operation, written
notice proposing same must be resubmitied to the other parties in accordance herewith as if no prior proposal had been made Those parties
that did not participate in the drilling of a well for which a proposal to Deepen or Sideirack is made hereunder shall, if such parties desire to
participate in the proposed Deepening or Sidetracking operation, reimburse the Drilling Partics in accordance with Article VIi.B 4 in the
event of & Deepening operation and in accordance with Article Vi B 5. in the event of a Sidetracking operation

2 Qperations by Less Than All Parties:

(a) Determination of Participation, If any party to wham such netice is delivered as provided in Article VIB.1 or VIC |
(Option No. 2 clects not to participate in the proposed operation, then, in order 10 be entitled 10 the benefits of this Article, the party or
parties giving the notice and such other parties as shall elect Lo participate in the operalion shall, no Jater than ninety (90) days after the
cxpiration of the notice period of thirty (30} days (or as prompily as practicable after the expiration of the forty-gight (48} hour pericd when
a dnlling nig is on location, as the case may be) actually commence the propoesed operation and complete it with due diligence Operator
shall perform all work for the sccount of the Consenting Parties; provided. however, if no drilling rig or other equipraent is on location, and
if Operator is a Non-Consenting Party, the Conscnting Parties shall either. (i) request Operator (o perform the work required by such
proposed operavion for the account of the Consenting Partics, or [il) designate one of the Consenting Panies as Operator to pertorm such
work The rights and duties granied to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation in which the oniginal Operator is 2 Non-Consenting Parly  Consenting Partfes, when conducung
operations on the Contract Area pursuant to this Article V1 B 2, shall comply with ail terms and conditions of this agreemem

Ifiess than all parties approve any proposed operation, the proposing party, immediately after ihe expiration of the appheable
notice peried, shall advise all Parties of the total interest of the parties approving such operation and its recommendation as to whether the
Consenting Parties should proceed with the operation as proposed. Each Consenting Party, within forny-eight (48) hours (exclusive of
Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the proposing party of its desire to (i} limit paricipation to
such party's interest as shown on Exhibit "A" ar (i} carry only its proporticnate part (determined by dividing such party's interest in the
Contract Area by the interests of all Consenting Parties in the Contract Area) of Mon-Consenting Partics' interests, or (in) carry its
proportionate part (determined as provided in (ii}) of Non-Consenting Parties’ interests together with all or a portion of its proportiionate
pari of any Mon-Consenting Parties” intcrests that any Consenting Party did not elect to take Any interest of Non-Consenting Parties that is
not carried by & Consenting Party shail be deemed to be camied by the party proposing the operation if such party does not withdraw it
proposal. Failure 1o advise the proposing party within the time required shall be deemed an election under (i) In the event a drilling tig is
on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a total of forty-eight {48) hours
{exclusive of Saturday, Sunday and legal holidays} The proposing party, at its election, may withdraw such proposal if there is less than
100% participation and shall notify all parties of such decision within ten (10} days, ar within twenty-four (24) hours if a drilling rig is on
location, following expiration of the applicable response period If 100% subscripiion to the proposed operation is obtained, the proposing
party shall prompily notify the Consenting Parties of their proportionate interests in the operation and the party serving as Operator shali
commence such operation within the period provided in Articie VI B 1 | subject to the same extension right as provided therein,

{b) Relinquishment of lntevest for Nen-Parucipation. The entire cost and risk of conducting such operations shail be bome by
the Consenting Parties in the proportions they have elected o bear same under the terms of the preceding paragraph. Consenting Parties
shall keep the leasehold estates invalved in such operations free and clear of all liens and encumbrances of every kind created by or arising
Irom the eperations of the Consenting Parties 1f such an operation resulis in a dry hole, then subject to Articles VIB 6. and VIE 3, the
Consenting Parties shall plug and abandon the well and resiore the surface Jocation at their sole cost, risk and expense; provided, however,
that those Non Consenting Parties that participated in the drilling, Deepening or Sidetracking of the well shall rermain liable for, and shall
pay, their proportionate shares of the cost of plugging and abandening the well and restering the surface location nsofar only as those costs
were not ncreased by the subsequent operations of the Consenting Parties 1f any well drilled, Reworked, Sidetracked, Deepencd,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producimg Qil andfor Gas ia paying
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quantities, the Consenting Parties shall Complete and equip the well to produce af their sele cost and risk. and the well shall then be wrned
aver to Operator (i the Operator did not conduct the operation) and shall be operated by it al the expense and for the account of the
Consenting Parties. Upon commencement of operations for the drilling, Reworlong, Sidetracking, Recompleting, Deepeming or Plugging
Back of any such well by Consenting Patties in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed
to have relinguished to Consenting Parties, and the Consenting Partics shall own and be entitled 0 receive, in proportion to their respective
irerests, all of such Non-Consenting Party's interest in the well and share of production therefram or, in the case of a Reworking,
Sidetracking, Deepeming, Recompleting or Plugging Back, or a Completion pursuant to Articie VIC 1 Gption No. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not clect to participate
Such relinquishment shatl be effective until the proceeds of the sale of such share, caleulated at the well, or market value thereof if such
share is not sold {afier deducting applicable ad valorem, production, severance, and excise laxes, royalty, overmiding rovalty and other
interesis not excepted by Article 111.C payable out of or measured by the production from such well accruing with respect to such interest
until it revens}, shall equal the total of the following:

{1y 100.00 % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment beyond the
wellhead connections {including but not limited to stock tanks, separators, treaters, pumping equipment and piping), plus 100% of cach
such Non-Consenting Party's share of the cost of operation of the well commencing with first production and continuing until each such
Non-Consenting Party's relinquished interest shali revert to it under other provisions of this Article, it being agreed that cach Non-
Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Nen-Consenting Panty
had it participated in the well from the beginning of the operations; and

(1) _300.00 % of (a} that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening, Plugging
Back, testing, Completing, and Recompleting, aRer deducting any cash conteibutions received under Article VIILC | and of (b) that portion
of the cost of newly acquired equipment in the well {10 and including the wellhead connections). which would have been chargeable to such
en-Consenting Party if it had participated therein

Natwithstanding anything 1o the contrary in this Anicle VI B | if the well does not reach the deepest objective Zone described in
the notice proposing the well for reasons ofher than the cncountering of granile or practically impenetrable substance or other condition in
the hwole rendering further operations impracucable, Operator shall give notice thereol 1o each Non-Consenting Party who submitted or
vored for an aliernatve proposal under Anticle VI B & to drill the well 1o a shallower Zone than the decpest objective Zone proposcd i the
notice under which the well was drilled, and cach such Non-Consenting Party shall bave the option to participate in the initial proposed
Completion of the well by paving i1s share of the cost of drilling the well to its actual depth, calcuiated in the manner provided in Anicle
VIB4 (a) it any such KNon-Consenting Party does not eiect to participate i the first Completion proposed for such well, the
relinquishment provisions of this Arucle VI B 2 (b} shall apply 10 such party’s interest

{¢} Reworking. Recompleting or Plugging Back. An election not to participate in the dnlhing, Sidctracking or Deepening of a
well shall be deemed an election nol 1o panicipate in any Roworking or Plugging Back operation proposed in such a well, or partion
thereaf, to which the imitial non-consent eleclion applied thal is conducted at any time prior to full recovery by the Consentimg Parties of the
ivon-Consenting Party's recoupment amount Similarly, an election not to participate in the Completing or Recompleting of a well shali be
deemed an election nol 1o participate in any Reworking operation proposed m such a well, or portion thereof. to which the initial non-
consent election applied that is conducted al any ume prior 1o {ull recovery by the Consenting Panies of the Non-Consenting Party's
recoupment amount Any such Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be
decmed part of the cost of operation of said well and there shall be added 1o the sums 1o be recouped by the Consenting Parties 30000____ %
of that portion of the cosis of the Reworking, Recompleting or Plugging Back operation which would have been chargeabie to such Non-
Consenting Party had it participated therein [f such a Reworking, Recompleting or Plugging Back operation is proposed during such
recoupment period, the provisions of this Article VI B shali be apphicabie as between said Consenting Parties in said well.

{d) Recoupment Matters. During the period of time Consenting Parties are entitled to receive Non-Consenting Party's share of
production, o the proveeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem, production, severance,
excise, gathering and other taxes, and all royalty, overmiding royalty and other burdens applicable to Nen-Consenling Party's share of
production not excepted by Article 11§ C

In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting Parties shall
be permitted to use, free of cost, all casing, tubing and other equipment n the well, but the ownershap of al) such equipment shall temain
unchanged, and upon abandonment ot a well after such Reworking, Sidetracking, Plugging Back, Recompleting or Decpeming, the
Censenting Parties shall account for all such equipment to the owners thereof, with each party receiving its proportionate part in kind of i
value, less cost of salvage

Within ninety {90) days afier the completion of any operation under this Article, the party conducting the operations for the
Consenting Parties shall fumish each Non-Consenting Party with an inventory of the cquipment in and connected to the well, and an
iteimized statement of the cost of drilling, Sidetracking, Deepening, Piugging Back, 1esting, Compleitng, Recompleting, and cquipping the
well for production; or, at its option, the operating party, in lieu of an itemized staternent of such costs of operation, may submil a detailed
statement of monthly billings Each month thereafier, dunng ihe time the Consenting Parties are being reimbursed as provided above, the
party conducting the operations for the Consenting Parties shall fumish the Non-Consenting Parties with an itemized statement of all costs
and liabilities incurred in the operation of the well, together with a statement of the quantity of Gil and Gas produced from it ang the
amouni of proceeds realized from the sale of the well's working interest production during the preceding month i determining the quantity
ol Qil and Gas produced during any month, Consenting Parties shall use industry accepted methods such as but not lirited to metering or
periodic well tests Any amount realized from the sale or other disposition of equipment newly acguired In connection with any such
aperanon which would have been owned by a Non-Consenting Party had it participated therein shall be credited against the 1otal unreturned
costs of the work done and ol the equipment purchased in determining when the interest of such Non.Consenting Pariy shall rever 1o i as
above provided; and if there is a credit balance, it shall be paid to such ixon-Consenting Party

1§ and when the Consenung Parties recover from a Non-Consenting Party's relinquished interest the amounts provided for above,
the relinquished interests of such Non-Consenting Party shall automatically revent to it as of 7:00 am on the day following the day on
which such recoupment occurs, and, from and after such reversion, such Non-Consenting Pamy shall own the same interest in such well, the
material and equipment in or pertaiming thereto, and the production therefrom as such Non-Consenting Party would have been entitled @
had it participated in the drilling, Sidetracking, Reworking, Deepening, Recompleting or Plugging Back of said well Thereafter, such Non-
Consenting Party shall be charged with and shall pay its proportionate part of the further costs of the operation of said well in accordance
with the terms of this agreement and Exhibit "C" attached hereto

3 Stend-By Costs. When a well which has been dnlled or Deepened has reached its authorized depth and all tests have been
compieted and the results thereof fumished to the parties, or when operations on the well have been otherwise terminated pursuant to
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Article VIF , stand-by costs incurred pending response to a panty's nolice proposmg a Reworking, Sidetracking, Decpening, Recompleting,
Plugging Back or Completing operation m such a well {including the peried required under Article Vi B 6 10 resolve competing proposals)
shall be charged and borme as part of the drilling or Deepening operation just compieted Stand-by costs subsequent 10 aill parties
responding, of expiration of the response time permitted, whichever first accurs, and prior to agreement as to the participabng nterests of
all Consenting Parties pursuant to the terms of the second grammatical paragraph of Article VE.B 2 (a). shall be charged to and bome as
part of the proposed eperation, but if the proposal is subsequently withdrawn because of insufficient participation, such stand-by costs shall
be allocated between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibat "A" bears to the total
interest as shown on Exhibit "A” of all Consenting Partics
in the cvent that notice for 2 Sidetracking operation is given while the drilling rig to be utilized is on iocation. any party
may request and receive up to five (3) additional days after expiration of the forty-eight hour response period specified in Article V1B
within which 10 respond by paying for all stand-by costs and other costs incurred during such extended response period; Operator may require
such party [0 pay the extimated stand-by time in advance as a condition to extending the response penod if more than one party elects to 1ake
such additional time 1o respond to the notice, standby costs shall be allocated between the parties taking additional time to respond on a day
to-day basis in the proporiion cach clecting party's interest as shown on Exhibit "A" bears to the toral interest as shown on Exhibit "A" ot ali
the electing parties
4 Deepening; If less than all parties elect to participate in a2 dolling, Sidetracking, or Deepening operation proposcd
pursuant to Article V1B 1 | the interest relinguished by the Non-Cansenting Parties 1o the Conseniing Parties under Article VI B 2 shall relate
only and be limited Lo the lesser of {1} the total depth actually drilied or (i1} the objective depth or Zone of which the parties were given notice
under Article VIB 1 ("Initial Objective™), Such well shall not be Deepened beyond the Initial Objective without first complying with this
Article to afford the Non-Consenting Parties the epportunity to participate in the Deepening operation
ln the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Inmitial Objective,
such party shall give notice thereof, complymng with the requirements of Aricle VI B 1, to all paries (including Non-Consenting Parties)
Thercupon, Articles VI B 1. and 2 shail apply and all partics recciving such notice shall have the right to participate or net participate in the
Deepening of such well pursvant to said Articles Vi B | and 2 If a Decpening operation is approved pursuant to such provisions, and i any
Non-Consenting Party clects o participate in the Deepening operation, such Non-Consenling parly shall pay or make reimbursement {as the
case may be of the following costs and expenses
{a) Uf the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in paying
quantities, such Non-Consenting Party shall pay {or reimburse Consenting Parties for, as the case may be) that share of cosis and cxpenses
incurred in comnection with the dritling of sawd well from the surface to the Initial Objective which Non-Consenting Party would have paid
had such Non-Consenting Party agreed 1o participaic therein, plus the Nen-Consenting Party's share ot the cost of Deepening and of
participating in any further operalions on the well in accordance with the other provisions of this Agreement; provided, however, all costs for
testing and Completion or atiempted Completion of the well incurred by Consenting Parties prior to the point of actuai operanions to Deepen
beyond the Initial Objective shall be for the sole account of Consenting Parties
(b} If the proposal is made (or a Non-Consent Well that has been previously Completed as a well capable of producing
in payving quantities, but is no longer capable of producing in paying quantities, such Non-Consenting Party shall pay (or reimburse
Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Compieting, and cquipping said well from the
surface 1o the Initial Qbjective, calulated in the manner provided in paragraph () above, less those costs recouped by the Consenting Parties
from the sale of production from the well The Non-Consenting Party shall also pay its proportionate share of all costs of re-entering said well
The Non-Consenting Parties' proporiionate part {based on the percentage of such well Non-Consenting Party would have owned bad it
previously participated wn such Non-Consent Well) of the costs of salvable materials and equipiment remaining in the hole and salvable surface
equipment used in connection with such well shall be determined in accordance with Exhibit “C " T the Consenting Parties have recouped the
cost of drilhmg, Completing, and equipping the well at the time such Deepening operation is conducted, then a Non-Consenting Party may
participaic in the Deepening of the wetl with no payment for costs incurred prior to re-gntering the well for Deepening
The foregaing shall not imply a right of any Consenting Party to propose any Deepening for a Non-Censent Well prior
to the drilling of such well to its Tnitial Objective without the consent of the other Consenting Parties as provided in Article VIF
This Article Vi B 4 shall not apply to Deepening operations within an existing Lateral of a Horizontal Well
5. Sidetracking: Any party having the right to participate in a proposed Sidetracking operation thal does not own an
interest in the atlecled wellbore at the time of the notice shali, upon electing to participate, tender lo the wellbore owners its proportionate
share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing wellbore to be utilized as follows:
(2) If the proposal is for Sideiracking an existing dry hole, reimbursement shail be on the basis of the acioal cosis
incurred in the initial dritling of the well down to the depib at which the Sidetrackimg operation is initiated
(b} I the proposal is for Sidetracking a well whnch has previously produced, reimbursement shall be on the basis of
such party's proportionate share of dnilling and equipping cests incurred in the initial dniling of the well down to the depth at which the
Sidetracking operation is conducted, ecalculated in the manner described in Article VI B 4{b) above Such party's proportionate share of the
cost of the well's salvable materials and equipment down 1o the depth at which the Sidetracking operation is initiated shall be determined in
accordance with the provisions ol Exhibit "C *
Thig Article VI B 3, “Sidetracking,” shall not apply 10 operations in an existing Lateral of a Horizontal Well
6 Quder of Preference of Operations. Except as otherwise specifically provided i this agreement, if any parly desires to proposc
the conduet of an operation (hat conflicts with a proposal that has been made by a party under this Anicle V1. such pany shall have fitteen

{13) days trom delivery of the initial proposal, in the case of a progosal (o drill a well or to perform an operation on @ well where no dnlling
rig iz on location, or wwenty-four (24} hours, exclusive of Saturday, Sunday and legal holidays, Trom delwery of the initial proposai, if a
drilling rig 1s on location for the well on which such operation is to be conducted, to deliver to all partics entitled to participate in the proposed
operation such party’s allemative propasal, such alternate proposal to contain the same information required e be included in the initial
proposal Each party receiving such proposals shall elect by delivery of notice to Gperator within five (5) days after expiration of the proposal
period, or wathin twenty-four (243 hours (exclusive of Saturday, Sunday and lezal holidays) if a drilling rig is on location for the well that is
the subject of the proposals, to participaie i one of the competing proposals. Any party not electing within the time required shall be deemed
not to have veted. The proposal receiving the vote of parties owning the largest aggregate percentage interest of the parties voling shall have
priority over all other competing proposals, in the case of a tie vote, the initial proposal shall prevail Operator shall deliver notice of such
result 1o all parties entitled to participate in the operation within five (5) days after expiration of the election period {or within twenty-four (24)
hours, exclusive of Sawrday, Sunday and legal holidays, if a drilling rig is on location) Each party shali then have two (2} days {or twenty
four {24) howrs if 2 rig 15 on location) from receipt of such notice to elect by delivery of notice 10 Operator 10 participaie in such operation or
to relinquish interest in the affected wel) pursuant to the provisions of Article VIB 2. failure by a party to deliver notice within such periad
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shall be deemed an election not Lo participate in the prevailing proposal
7 Conformity to Spacine Pattern. Notwithstanding the provisions of this Article Vi B.2, it 13 agreed that no wells shall be
proposed to be drilled to or Completed in or produced from a Zone from which a weil located elsewhere on the Contract Area is preducing,
unless such well conforms to the then-existimg well spacing pattern for such Zone
8 Paying Wells No party shall conduct any Reworking, Decpening, Plugging Back, Completion, Recompletion, or Sidctracking
operation under this agreement with respect to any well then capable of producing in paying guantities except with the consent of all parties
that have not refinguished interests in the well at the nme of such operation
9 Spudder Rigs
(a) Within Appreved Heneetl Well oreposals (L6 oiopesaly whch oelisds an approved AFE] 1t an approved Honzontal
Well proposal provides that a Spudder Rig shall be utilized, and Operator desires 10 extend the proposed Horizontal Rig Move-On Period,
Operalor may obtain one or more extensians, each for a periad of time not to exceed 30 days only upan notice and the attirmative vote
of not less than _ a0 00 % ininterest of the Consenting Parties 10 the drilling of the proposcd wel)
{b} Mot Within_Approved Horizontal Well proposals If an approved Hoozontal Well proposal does not provide that a Spudder
Rig may be utilized, and Operator subsequently desires to utilize 2 Spudder Rig, Operator may utilize a Spudder Rig upon notice to the
Drilling Parties {which notice shall include a Horizontal Rig Move-On Period) and the affirmative vote of notlessthan 6000 _ % n
int¢rest of the Consenting Parties Extension(s) of the Horizontal Rig Move-On Period may be requested by Operalor in the same manner as

provided in Article VI B9 (a) immediately above

{c} Failure to meet Horizontal Rig Move-On Period If a rig capable of drilling a Horizontal Well o its Total Measured Depth
has not commenced operations within the Horizontal Rig Move-On Period, or any approved extension(s) thereof, uniess 60.00 %in
interest of the Conscrting Parties agree to abandon the operatian, Operator shall re-propose the well in the manner provided in Article VI B
of this agreement Any party who was a Non-Consenting Party to the original drilling proposal shall be entitied to a new election Costs of
the operation, incurred both before and after such re-proposal, shali be bome as foliows:

{1} Operator shall promptly reimburse all unused funds previousiy advanced for the dnlling of the well to each party who
advanced such unused funds;

(2) If the well's drilling operations are subsequently resumed, all costs, whether incurred before or after the re-proposal,
shall be bome by the Consenting Parties to the re-proposed well, and, the Consenting Parties shall proportionately reimburse each parry
whe consented to the original proposal but did not consent to the re-proposal such party’s share of costs incurred prior to the re-proposal.

{3) If the well’s drilling operations are not subsequently resumed pursuant 1o a re-proposal as herein provided, all costs
meurmed prior to the re-proposal, and all costs of abandonment, shall be bome and paid by the original Consenting Parties.

{d) Commencement of Cierations. For purposes of Anticle VI B , and subject to the provisions of this sub-section 9, the date a
Spudder Rig commences actual drilling operations shall be considered the commencement of drilling operations of the proposed well.
10. Multi-well Pads 3 muitiple Honzontal Wells are dnitled or proposed 1o be drilled from a single pad or iocation, the costs of
such pad or location shall be allocated, and/or reallocated as necessary, to the Consenting Parties of each of the wells thereon
C. Compietion of Wells; Reworking and Plugging Back:
1 Completion; Without the consent of all parties, no well shail be drilled, Deepened or Sidetracked, except any well drilied.
Deepened or Sidetracked pursuant to the provisions of Article VI.B.2, of this agreement Consent 1o ihe drilling, Deepening or Sidetracking
shall include:
Opton No 1. All necessary expenditures for the drilling, Deepening or Sidetracking, testing, Completion and cquipping
of the Well, including tankage andfor surface facilities

Notwithstanding anything to the contrary, including the selection of Option 2 above, or anything else in this agrecment, Option
i shall apply to all Horizontai Wells

2 Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant 1o the provisions of Article VIB2 of this agreement. Consent to the Rewerking, Recompleting or

Plugging Back of a well shall include all necessary expenditures in conducting such operations and Completing and equipping of said well,

including necessary tankage and/or surface facilities
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D. Other Operations:

Operator shall not undertake any single project reasonably estimated 10 require an expenditure 1n excess of __seventy-five
thousand Doliars (S _35.000 00 1 except in connection with the drilhing, Sidetracking, Reworking, Deepening,
Completing, Recompleting or Plugging Back of a well that has been previously authorized by or pursuant toe this agreement; provided,
however, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different nature, Operator may take such
steps and incur such expenses as in its opinion are required to deal with the emergency to safcguard life and property but Opcrator, as

prompily as possible, shall report the emergency to the other parties )f Operator prepares an AFE lor its own use, Operatar shall fumish
any Non-Operator so requesting an information copy thereof for any single project costing in excess ot _onc hundred thousand

Dollars (3___100.000.00 } Any party who has not relinquished its interest in
a well shall have the right to propose that Operator perform tepair work or undertake the installation of aniificial 1ift equipmernd or ancillary
production facilities such as salt water dispesal wells or to conduct additional work with respect to a well drilled hereunder or other similar

project {but rot including the installation of gathering lines or other transportation or marketing facilivies, the installation of which shall be
governed by separate agreerment between the parties) reasonably estimated to require an expenditure in excess of the amount first set farth
above in this Article VID (except in connection with an operation required to be proposed under Articles VLB or VI.C 1. Option No 2,
which shall be governed exclusively be those Articles) Operator shall deliver such proposal 1o alt parties entitled to participate therein if
within thirty (30) days thereof Operator sceures the writien consent ot any party o parties ownmg at least 60.00 % of the intercsts
of the parties entitled to participate in such operation, cach party having the right to participate in such project shall be bound by the terms
of such proposal and shali be obligated to pay its proportionate share of the costs of the proposed project as if it had consented 1o such
project pursuant 1o the terms of the proposal

E. abandonment of Wells:

i Abandonment of Drv Holes: Except for any well drilled or Deepened pursuant to Articie VILB.2 | any well which has been
drilied or Deepened under the terms of this agreement and is proposed to be compteted as a dry hole shall not be plugged and abandoned
without the consent of all parties Should Operator, after diligent effort, be unable to contact any party, or shoutd any party fail o reply within
forty-eight {48} hours {exclusive of Sarurday, Sunday and legal holidays) afier delivery of notice of the proposal 10 plug and abandon such
well, such party shall be deemed to have consented 1o the proposed abandonment Al such wells shall be plugged and abandaned in

accordance with applicable regulations and at the cost, risk and expense of the panies who participated in the cost of dnliing or Deepening
such welb Any party who objects to plugging and abandoning such well by notice delivered to Operator within foriy-eight {48) hours
{exclusive of Saturday, Sunday and legal holidays) after delivery of notice of the proposed plugging shall ke over the well as of the end of
such forty-cight {48) hour notice period and conduct further operations in scarch of Oil andior Gas subjec to the provisions of Article VI B ;
{ailure of such party to provide prooi reasonably satisfactory o Operator otits financial capability 1o conduct such operations of (0 1ake over
the well within such period or thereafier to conduct operations on such well or plug and abandon such well shall enutle Operator to reain o
take possession of the well and plug and abandon the well The panty waking over the well shall indemnify Operator (if Operator 1s an
abandoning party) and the other abandoning parties against hability for any further operations conducied on such well exceps for the costs of
plugging and abandoning the well and restoring the surface, for which the abandoning parties shall remain proportionately hable

2 Abandonment af Wells That Have Produced Except for any well in which a Non-Consent operation has been

conducted hereunder for which the Consenting Parties have not been fully reimbursed as hercin provided, any well which has been completed
as a producer shall not be plugged and abandoned withoul Lhe consent ol all parties [f all parties consent 10 such abandonment, the well shall
be plugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto. Failure o' a
party 1o reply within sixty (60} days of delivery of notice of proposed abandonment shall be deemed an clection to consent 10 the proposal 1f.
within sixly {601 days after delivery of notice of the proposed abandenment of any weil, all parties do not agree 10 the abandonment of such
weil, those wishing to conlinue its operation from the Zone then open to production shall be obligated to take over the well as of the expiration
of the applicable notice period and shall ndemnify Gperator (if Operator is an abandoning party} and the other abandoning parties against
liability {or any further operations on the well conducied by such parties Failure of such pariy or paries to provide proof reasenably
satisfactory to Operator of their financial capability to conduct such operations or to take over the well within the required pericd or thereatier
1o conduct operations on such well shall entitle operator Lo retain or take possession of such well and plug and abandon the well

Partics taking over a well as provided herein shall tender to each of the other parties its propomionate share of the value of
the weli's salvable material and equipment, determined in accordance with the provisions of Exhubit "C," less the estimated cost of saivaging
and the estimated eost of plugging and abandoning and restoring the surface; provided, however, that in the event the estimated plugging and
abandoning and surface restoration costs and the estimated cost of salvaging are higher than the value of the well's salvable material and
equipment, each of the abandoning parties shall tender 1o the parties continutng operations their proportionate shares of the estimaied excess
cost Each abandening party shall assign to the non-abandoning parties, withou warranty, express or implied, as to title or a5 to quantity, or
fitness for use of the equipment and material, all of its interest in the wellbore of the well and related equipment, together with it interest n
the Leasehold insofar and only insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open 10
production if the interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver o the non-
abandening party or parties an oil and gas lease, [imited to the wellbore and the Zone (hen open to production, for a lerm of one (1) vear and
30 long thereafter as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form attached as Exhibit "B " The
assignments or leascs so limited shall encompass the Drilling Unit upon which the weil is located The payments by, and the assignments or
leases to, the assignees shall be in a ratio based upon the relationship of their respective percentage of participation in the Contract Area to the
aggregate of the perceniages of participation in the Contract Area of all assignees There shall be no readjusiment of interests in the remaining
portions of the Contraci Area

Thereafter, abandoning parties shall have no further responsibility, Labilite, or interest in the operation of or produchion
from the well in the Zone then open other than the royalues refaimed in any lease made under the terms of this Aniicle Upon request, Operator
shall continue to operate the assigned well for the aecount of the non-abandoning partics at the rates and charaes conierplated by this
agreement, plus any additional cost and charzes which may arise as the result of the scparate ownership of the assizned well Lpon proposed
abandomment of the producing Zone assigned or leased, the assignor or kessor shall then have the option to repurchase 1ts prior interest in the
well {using the same valuation formula) and participate in further operations therein subject to the provisions hereof.

3 Abandonment of Won-Consent Operations; The provisions of Article VIE L or VIE2 above shall be applicable as
beiwecen Consenting Parties n the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well
shall be permanently plugged and abandoned unless and until all paries having the right to conduct further operations therein have been
notified of the proposed abandonment and atforded the opportunity to elect 1o take over the well in accordance with the provisions of this
Article VI E.; and provided further, that Non-Consenting Parties who own an interest in a pontion of the well shall pay their proportionate

shares of abandonment and surface restoration cost for such weil as provided in Amcle VIB 2 (b)

-10-
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F. Termination of Operations:

Upon the commencement of an operation for the driliing, Reworking, Sidetracking, Plugging Back, Deepening, testing.
Completion or plugging of a well, including but nat limited to the Initial Well, such operation shall not be terminated without consent of
parties bearing 60.00 % of the costs of such operation; provided, however, that in the event granite or other practically impenetrable
substance or condition in the hole is encountered which renders further operations impractical, Operator may discontinue operations and
give notice of such condition in the manner provided in Article VLB.1, and the provisions of Article VLB. or VIE shall thereafier apply to
such operation, as appropriate
G. Taking Production in Kind:

@ Option No, 1: Gas |=Ezn|11ii$|"$mmem Attached

Ench party shali  take = ki d ar separately dispose of its proportionate share of all Qil and Gas produced from the Contract Area,
exclusive of production which may be used in development and praducing operations and in preparing and treating Cil and Gas for
marketing purposes and production unavoidably lost Any exira expendifure incurred in the taking w kind or separate disposilion
by any party of its proportionate share of the production shall be bome by such party Any party taking its share of production in
kind shall be required to pay for only its proportionate share of such part of Operator's surface facilities which it uses

Each party shall exccute such division orders and contracts as may be necessary for the sale of its intercst in production from the
Contract Area, and, cxcept as provided in Article VI B, shall be entitled to receive payment directly from the purchaser thercof
for its share of all production

If any party fails {0 make the amangements necessary to take in kind or scparalely dispose of its proportionate share of the Oil
produced from the Contract Area, Operator shall have the right, subject to the revocation at will by the party owning it, but not the
obligation, to purchase such Gil or sell it to others at any time and from time 1o time, for the account of the non-taking party. Any
such purchase or sale by Operator may be terminated by Operator upon at least ten (10) days wrilten notice 10 the owner of said
production and shall be subject always 1o the right of the owner of the production upon at least ten {10) days wniten nolice to
Cperator to exercise at any time its right to take in kind, or separately dispose of, its share of all Gil not previously delivered to a
purchaser. Any putchase or sale by Operator of any other party’s share of Oil shall be only for such reasonable periods af time as
are consistent with the minimum needs of the industry under the parficular circumstances, but in no event for a perind in excess of
one (1) year,

Any such sale by Operator shall be in a manner commercially reasonable under the circumstances but Operator shall have no
duty to share any existing market o to obiain a price equal to that Teceived under any existing market The sale or delivery by
Operator of a non-taking party’s share of Ofl under the terms of any existing contract of Operator shall not give the non-taking
party any interest in or make the non-iaking party a party to said contract. No purchase shall be made by Operator without first
giving the non-taking party at least ten {10) days written notice of such intended purchase and the price to be paid or the pricing
basis to be used.

All parties shall give timely written notice 1o Operator of their Gas marketing amrangements for the following meonth, excluding
price. and shall notify Operator immediately in the event of a change in such amangements. Operator shall maintain records of all
marketing amrangements and of volumes actually sold or transported, which records shall be made available o Non-Operators upon
reasonable request.

In the event one or more parties’ separate disposition of its share of the Gas causes split-stream debiveries o separate pipeiines
and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective propontion- ate share of
total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with any Gas balancing
agreement between the parties hereto, whether such an agreement 1s atiached as Exhibit "E" or is a separate agreement Operator
shall give notice to 2ll parties of the first sales of Gas from any well under this agreement

«J1-
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ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES
A. Liability of Parties:

The liability of the parties shall be several, not joint or collecuive Each pary shall be responsible only Tor 1ts obhaavons. and
shall be liable only for its proportionate share of the eosts of developing and operating the Conrract Area Accordingly, the liens granted
among the parves in Article VIi B are given to sceure only the debts of each severally, and no party shall have any habiity to third parties
hereunder to satisty the default of any other party in the payment of any expense or obligation hereunder it is not the intention of the
parties 16 ercale. nor shall this agreement be construed as creaning, a mining of other parership, joint venture, agency relationship or
association, or 1o render the parties liable as partners, co-venturers, or principals In their relations wath each other under this agreement, the
partics shall not be considered fiduciaries or to have established a confidential relationship but rather shall be free to act on an arm's-length
basis in accordance with their own respective self-interest, subject, however, to the obligation of the parties to act in good faith in their
dealings with each other with respect to aciivities hereunder
B. Liens and Security Interests: See Article XV].0. for additional provisions.

Each party grants 10 the other parties hereto a licn upon any inferest it now owns of hereafier acquires in Cil and Gas Leases and
Oil and Gas Imteresis in the Contract Area, and a security inlerest and/or purchase money security interest in any inierest it now owns or
hereafter acquires in the personal property and fixtures on or used of obtained for use in connection therewith, 1o secure performance ot all
of its obligations under this agreement including but not limited to payment of expense, interest and fees, the propet disbursement of all
monies paid hereunder, the assignment or relinquishment of interest in Oil and (Gas Leases as required hereunder, and the proper
performance of operations hereunder. Such lien and security interest granted by each party hereto shall include such party's leaschold
interests, working inferests, operating vights, and royalty and overriding royalty interests in the Contract Area now owned or hereafier
acquired and in fands pooled or unitized therewith or otherwise becoming subject w this agreement, the Oil and Gas when extracted
therefrom and equipment situated thereon of used or obtained for use in conncction therewith (including, without limitation, ali wells, tools,
and tubular goods), and accounts (including, without limitation, accounts arising from gas imbatances or from the sale of Oil and/or Gas at
the welihead), contract tights, inventory and general mtangibles relating theveto or arising therefrom, and all proceeds and products of the
foregoing.

To perfect the lien and security agreement provided herein, cach party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitied by any party hereto in conjunction herewith or at any time follewing
execution hereof, and Operator 15 authorized to file this agreement or the recording supplement executed herewith as a licn or mortgage in
the applicable real astaie records and as a financing statement with the proper officer under the Uniform Commercial Code in the staie in
which the Contract Area is shwated and such other states as Operator shall deem appropriate to perfect the secunty iniergst granted
hereunder Any party may file this agreement, the recording supplement executed herewith, or such sther documents as it deems necessary
as a lien or mongage in the applicable real estate records and/or a financing siatement with the proper officer under the Uniform
Commaercial Code

Each party represents and warrants 10 the other parties hereto that the Hen and secunity nierest aranted by such party 10 the other
panies shall be a first and prior lien, and each party hereby agrees to maintain the prionity of said lien and secunly intcrest against all
persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or under such party All parties
acquiring an interest in Qil and Gag Leases and Ol and Gas Interesis covered by this agreement, whether by assignment, merger, mongage.
operation of faw, or otherwise, shall be deemed to have taken subject (o the lien and sceurity interest granted by this Article VI B as 1o 2ll
obligations attribuiable 1o such interest hereunder whether of not such obligations arise before or afier such interest is acquired

To the extent that parties have a security interest under the Uniform Commercial Cade of the state in whieh the Contract Area is
situated, they shall be entitied I exercise the rights and remedies of a secured party under the Code The bringing ot a suit and the
obtaining of judgment by a party for the secured indebtedness shail not be deemed an clection of remedies or otherwise atfect the lien rights
or security interesi as secucity for the payment thercof, In addition, upon default by any parly in the payment of its share of expenses,
interests or foes, or upon the improper use of funds by the Operator, the other parties shall have the right, withoui prejudice o other rights
ot remedies, to collect from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas unul the amount owed
by such party, plus interest as provided in "Exhibit C," has been received, and shall have the right to ofiset the amount gwed against the
proceeds from the sale of such defaulting party's share of Oil and Gas Al purchasers of production may rely on a nobfication of default
from the non-defaulting party or parties stating the amount due as a result of the default, and all parties waive any recourse available against
purchasers for releasing production proceeds as provided in this paragraph

if any party fails to pay its share of cost within one hundred twenty (120} days after rendition of a statement therefor by
Operator, the non-defaulting parties, including Operator. shall upon request by Operator, pay the unpaid amount in the proportion that the
interest of each such party bears to the interest of 3ll such parties The ameount paid by each party so paying its share of the unpaid amount
shall be secured by the liens and security rights described in Article V[ B, and each paying party may independently pursuc any remedy
available hereunder or otherwise

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure or
execution proceedings pursuant o the provisions of this agreement, to the extent allowed by goveming law, the defaulting party waives any
available right of redemption from and after the date of judgment, any required valuation or appraisement of the mongaged or secured
property prior to sale, any available right to stay execution or to require a marshaling of asscts and any required bond in the event a recerver
is appointed in addition, to the extent permitted by applicable law, each party hereby grants to the other parties a power of sale as to any
property that is subject to the lien and secunity righis granied hereunder, such power 1o he exercised in the manner provided by applicable
law or otherwise in a commercially reasonatle manner and upon reasonable notice

Each party agrees that the other partics shall be entitled to utilize the provisions of Oil and Ges lien law or other hen law of a0y
state in which the Contract Area is situaled to enforce the obligations of each party hereonder. Without Limiting he generality of the
foregoing, to the extent permitied by applicable law, Non-Operators agree thay Operator may invoke or utlize the mechanics' of
materialmen's lien law of the siate in which the Contract Area is situated in order to secure the payment to Operator of any sum due
hereunder for services performed or materials supplied by Operator
C. Advances:

Operator. at ils election, shall have the right from time 1o time 1o demand and receive from one or more of the other parties
pavimeni in advance of their respective shares of the estimated amaount of the expense to be incurred in operatrens hereunder during the rext
succeeding month, which right may be excrcised only by submission to cach such parly ol an itemized statement of such esiimaied expense.
together with an invoice for its share thereof. Each such statement and invaice for the payment in advance of estimated expense shall be
submitted on or before the 20th day of the next preceding month Each party shall pay te Operator its proportionate share of such estimaie

-i2-
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sithin fifieen (13) davs after such estunate and invoice is received It any party fails ta pay its share of said estimate within said time. the
amount due shall bear intcrest as provided in Exhibit "C" until paid Proper adjustnent shall be made monthly between advances and acwal
expense 10 the cnd that cach party shall bear and pay its proportionate share of actual expenses incurred, and no more

D. Defaults and Remedies:

(f any party tails to discharge any financial obhgation under this agreement, including without himitation the failure to make any
advance under the preceding Arucle VIIC. or any other provision of this agreement, within the peried requited for such payment
hereunder, then in addition to the remedies provided in Article VIE B ot cisewhere in this agreement, the remedies specified below shall be
applicable For purposes of tus Article VILD, all notices and elections shall be delivered only by Operator, except that Operator shatl
deliver any such notice and election requested by a non-defaulting Non-Operator, and when Operator is the party in defauli, the applicable
notices and clections can be delivered by any Non-Operator Election of any one or more of the following remadies shall not preciude the
subsequent use of any other remedy specified below or atherwise avanlable to a non-defaulting party

1 Suspension of Rights: Any party may deliver to the party in default a Nouice of Defauli, which shall specify the default,
speeify the action to be taken to cure the default, and specify that farlure to take such action will result in the exercise of one or mare of the
remedies provided in this Article if the default is not cured within thirty (30} days of the delivery of such Nouce of Default, all of the rights
of the defaulting party granied by this agreement may upon notice be suspended uniil the default is cured, without prejudice to the right of
the non-defaulting party or parties to continue to enforce the obligations of the defaulting party previously accrued or thereatter accruing
under this agreement If Operator is the party in default, the Non-Operators shall have in addition the right, by vote of Non-Operators
owning a majority 10 interest in the Contract Area after excluding the voting interest of Operator, to appomt a new Operator effective
immediately. The rights of a defaulting party that may be suspended hereunder at the eiection of the nen-detaulting parties shall inciude,
withoul limitation, the right 1o receive information as to any operation conducted hereunder during the period of such default, the right to
elect 10 participate in an operation proposed under Article VI B of this agreement, the right to participate in an operation being conducted
under this agreement cven if the party has previously elected to participate in such operation, and the right to receive proceeds of
production from any well subject to this agreement

2 Suit for Damages: Non-defaulting parties ar Operator for the benefit of non-defaulimg parties may sue (al jomt account
expense} to collect the amounts in defauli, plus inferest aceruing on the amounis recovered from the date of default until the date of
collection at the rate specified in Exhibit "C" anached hereto Nothing herein shall prevent any party from suing any defaulting party 1o
collect consequential damages aceruing 10 such party as a result of the default

3 Deemed Non-Consegnt, The non-defauliing pary may deliver a written Notice of Non-Consent Election to the  defaulting
party & any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in which event 1f the bilhng is
for the dolling a new well or the Plugging Back, Sidetracking, Reworking or Deepening ol 4 well which is to be or has been plugged as a
dry hole, or for the Completion or Recompletion of any well, the defaulting party will be conclusively deemed 10 have elected mot 0
participate in the operation and 10 be a Non-Consenting Party with respect thereto under Article VIB or VI C | as the case may be, to the
extent of the costs unpaid by such party, notwithstanding any ¢lection to participate theretofore made I ¢lection is made 1w proceed under
this provision, then the non-defaulting partics may not clect to sue for the unpaid amount pursuant L Articie VIE D 2

Until the delivery of such Notice of Non-Consent Election o the defaulling party, such party shall have the right to cure its
defaalt by payving its unpard share of costs plus interest ai the raie ser forth i Exhobit "C)* provided, however, such payment shall not
prejudice the rights of the non-defaulimg parties to pursue remedies for damages meurrcd by the non-defauliing parties as a result of the
detault Any wterest relinguished pursvant to this Article VITD 3 shali be offered to the non-defaulting parties in proporuon o their
interests, and the non-de faviting parties electing to participate in the ownershup of such interest shail be required to contribute their shares
of the defaulted arnount upon their election o participale therein

4 Advance Pavment; If a defauli is not cured within thirty (30} days of the delivery of a Notice of Defaull. Operator, or Non-
Operators 1f Operator 15 the defaulting party, may thereafier require advance payment from the defaulting party of such defaulling pariy's
anticipated share of any item of expense for winch Operator. or Non-Operators, as the case may be. would be entitled (& reimbursement
under any provision of this agreement, whether or not such expense was the subject of the previous default Such night includes, but is not
limited to, the right 1o require advance payment for the estimated costs of driiling a well or Completion of & well as to which an ¢lection w
participate in drilling or Completion has becn made. If the defaviting party fails to pay the required advance payment, the non-defauliing
pariies may pursue any of the remedies provided in this Articie VIl D or any other defauit remedy provided elsewhere in this agreement
Any excess of funds advanced remaining when the operation is completed and all costs have been paid shall be promptly retumed to the
advancing party

3 Costs and Attorneys’ Fees: In the event any pary is required to bring legal procecdings to enforce any financial obligation of a
party hereunder, the prevailing party in such aciion shall be entitled to cecover all court costs, costs of collection, and a reasonable
atiorney's fee, which the lien provided for herein shall also secure
E. Rentals, Shut-in Well Paymenis and Minimum Royalties:

Rentals, shut-in well payments and mintmum royaities which may be required under the terms of any lease shali be paid by the
party or parties who subjected such ieasc to this agreement at its or thewr expense. in the event two or more parties own and have
contributed intcrests in the same lease to this agreement, such parties may designate one of such parties 1o make said payments for and on
behaif of all such parties Any party may request, and shall be entitled to receive, proper evidence of all such paymenis In ihe event of
failure 10 make proper payment of any rental, shut-in weil payment or minimum royalty through mistake or oversight where such payment
is required to continue the lease in force, any loss which resuits trom such nen-pavenent shall be borne wn accordance with the provisions of
Article IV B 2

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutthing in or retumn to production of
a producing well, at icast five {5) days {excluding Sarrday, Sunday, and lezal holidays) prior to taking such action, or at the carliest
opportunity permitted by circumstances, but assumes no liability for failure t do so Tn the event of failure by Operalor 1o 5o notily Non-
Operaors. the loss of any lease contribuled hereto by Non-Operators for failure to make timely payments of any shut-in weil payment shall
be beme jointly by the parties hereto under the provisions of Article [V B 3
F. Taxcs:

Beginning with the first calendar year afier the effective date hereof, Operator shall render for ad valorem taxabion all propeny
subject o this agreement which by law should be rendered for sueh taxes, and it shall pay all such taxes assessed thereon before they
become delinguent Prior 1o the rendinon date, each Mon-Operator shall furnish Operator information as to burdens {10 include. bul not be
Limited 0, rovalties, overriding royalties and production payments) on Leases and Oil and Gas (nterests contnbuted by such Non-Crperalor
If the assessed valuation of any Lease is reduced by reason of its being subject 10 oulstanding excess royalties, overriding royalties or
production payments, the reduction in ad valorem taxes resuiting therefrom shall inure to the benefit of the owner or owners of such iease,

13-
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and Operator shall adjust the charge to such owner or owners 5o as to reflect the benefit of such reduction. [T the ad valorem taxes are based
in whole o in part upon separate valuations of cach party’s working interest, then notwithstanding anything to the contrary herein, charges
10 the joint accuunt shall be made and paid by the parties hereto in accordance with the 1ax value generated by each pariy's working interest
Operator shall bill the other parties for their proportionate shares of all tax payments in the manner provided in Exhibit "C "

If Operator considers any tax assessment improper, Operator may, at its discrelion, protest within the time and manner
prescribed by law, and prosecute the protest to a finel determination, unless all parties agree to abandon the protest prior to final
determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay. under protest. all such taxes and
any inferest and penalty When any such protested assessment shall have been finally determined, Operator shall pay the tax for the joint
account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as
provided in Exhibit "C "

Each party shall pay or cause to be pad all production, severance, excise, gathering and olher taxes wmposed upon or with
respect to the production or handling of such party's share of Oil and Gas preduced under the terms of this agreement

ARTICLE VTil.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
or m part unless all parties consent thercio
within the Contraci Area

However, should any party desire to surrender its interest i any Lease ¢ or n any portion thereof, such pariy shall give wninen
nanice of the proposed surrender 1o all partics, and the parties to whom such notice is delivered shall have thiny (30) days afler delivery of
the notce within which o nouly the party proposing the surrender whether they elect to consent thereto Failure of 2 pany o whom such
notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases deseribed in the aotice 1t all
pariics do not agree or consent thercwo, the party desinng (o surrender shall assign, without express or implied warranty of e, all of ws
interest in such Lease, or portion thereof, and any well. material and equipiment which may be located thereon and any rights in production
thereaficr scoured, to the partics not consenting to such surrender. [f the interest of the assizning party is or includes an Oil and Gas Interest.
the assigning party shali execute and deliver to the party or parties not consenting to such surrender an oil and gas iease coverng such Gil
and Gas Interest for a term of one ()] year and so long thereafter as Oil and/or Gas is produced from the land covered thereby, such lease o
be on the form attached hereta as Exhibit “B." Upon such assignment or iease, the assigning party shall be relieved from all obligations
thereafler acenang, bul not theretofore acerued, with respect to the interest assigned o leased and the operation of any well atiributable
ihercto, and the assigaing pary shall have no further interest in the assizned or Jeased premises and its equipment and production other than
ihe royalties retained in any lease made under the terms of this Amicle The pamy assiznec of lessee shall pay o the party assignor or lessor
the reasonable salvage value of the latter's interest in any well's salvable materials and equipment attiibutable 10 the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C." less the
estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If such value is less than such
costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit It the assignment or lease is in
favar of more than ong party, the interest shail be shared by such parties in the proportions that the interest of each bears w the total interest
of all such parties ]f the interest of the parties 1o whom the assignment is 1o be made vanies according to depth, then the interest assigned
shall similarly reflect such vaniances

Any assignmeni, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's of surrendenng
party's inlerest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area, and the acreage
msxigred, leased or semendered, sed subsequent “”'“"ﬂ}-'f‘f:f".ﬂahs}'a" not ihereafier be subject lo the terms and provisions of this
Fg;ﬁr:.ggéhii.;rar;i;ﬁimghfhm to an Operating Agreement f this agrecment and modified only o reflect the ownership of the acquiring
B. Renewal or Extension of Leases:

If any party secures a renewal or replacement of an Cil and Gas Lease or inferest subject to this acreement, then all other parties
shall be notificd promptly upen such acquisition or, in the case of a replacement Lease taken before expiration of an cxisting Lease,
pramptly upon expiration of the existing Lease The parties notified shall have the right for a period of thiry (30) days following delivery
of such notice in which to elect o participate m the ownership of the renewal or replacement Lease, insofar as such Lease affects lands
willin the Conlract Area, by paying to the party who acquired it therr propomionate shares of the acquisition cost allocated to that part of
such Lease within the Contract Area, which shall be in proponion o the interest held at that time by the parties in the Contract Arca Fach
parly who participates n the purchase of a renewal or replacement Lease shall be given an assignment ol us proporuonate interest therein
hy the acquiring party.

il some, but less than all, of the parties elect to participate m the purchase of a renewal or replacement Lease, it shall be ovwned
by the parties who clect to parucipate therewn, in a ratio based upon the relationship of their respectve pereentage of participation m the
Coniract Area o (he aggregate of the percentages of participation in the Contract Area of all parties participating in (he purchase of such
renewal or replacement Lease The acquisition of a renewal or replacement Lease by any or all of ihe parties hereto shall not cause a
readjustment of the interests of the parties stated in Exhibit “A." but any renewal or replacement Lease in wh:cle'nnllelt:;lllggn all parties elect to
participate  shall not be subject o this agreement but shall be deemed subject to a separae Operaung Agreement [ this
agreement

[t the interests of the parties wn the Contract Area vary according to depth, then thew right to partcipate proporuonately in
rencwal or replacement Leases and their right to receive an assignment of interest shall aiso reflect such depth vanances

‘The provisions of this Anlicie shall apply to renewal or repiacement Leases whether they are tor the entire interest covered by
the expiring Lease or cover only a portion of its area or an interest therein Any renewal or replacement Lease taken before the expiration of
its predecessor Lease, or taken or contracted for or becoming effective within s1x (6) months after the expiration of the existing Lease, shall
be subject to this provision so long as this agreement 15 in effect at the time of such acquisition or at the time the renewal or replacement
Lease becomes effective; but any Lease taken or coniracted for more than $ix (6) months afier the expiration of an existing Lease shall not
be deemed a renewal o replacement Lease and shall not be subject to the provisions of this agreement

The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall be
applied by it against the cost of such drilling or other operation [t the contribution be in the form of acreage, the party to wham the
contribuiion is made shail prompily fender an assignment of the acreage, without warranty of title, to the Drilling Parties in the proportions
said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to the extent possible, be
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govemed by provisions identical to this agreement Each party shall promptly notify all other partics of any acreage or cash contributions it
may obtain in suppon of any well or any other operation on the Contract Area The above provisions shall also be applicable to optional
rights o earn acreage outside the Contract Acea which are in suppent of weil drilled inside the Contract Area

if any pary conlracts for any consideration relating to disposition of such party's share of substances produccd hereunder, such
consideration shali net be deemed a contribubion as contemplated in this Article VIITC
1}, Assignment; Maintenance of Uniform Interest:

Faor the purpose of maintaining uniformily of ownership in the Contract Area in the Ol and Gas Leases, Oil and Gas inwerests,
wells, equipment and production covered by this agreement no pany shall sell, encumber, transfer or make other disposition of its interest
in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells, equipment and production unless such
disposition covers either:

I the entire interest of the party in all Qil and Gas Leases, Ol and Gas Inferests, wells, equipment and production; or

2 an equal undivided percent of the party's present interest in afl Oil and Gas Leases, Cl and Gas Inerests, weils, equipment
angd production in the Contract Area

Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement and
shall be made without prejudice to the right of the other partics, and any transferee of an ownership interest in any Chl and Gas Lease or
interest shali be deemed 2 party to this agresment as to the interest conveved from and after the effective date of the transter of ownership;
provided, however, that the other parties shall not be requited to recognize any such sale, encumbrance, transfer or other disposition for any
purpose heretnder untl thirty {30} days after they have received a copy of the instrument of transfer or other satisfactory evidence thereof
in writing from the transferor or transferee, No assigrunent or other disposition of interest by a party shall relieve such pariy of obligations
previously incummed by such party hereunder with respect to the interest iransferred, inciuding without Timitation the obligation of a party to
pay all costs atiributable to an operatien conducted hereunder in which such party has agreed to participate prior to making such
assignment, and the len and security interest granted by Articie VIL B shall continue 1o burden the interest transterred to secure payment of
any such obligations

If, at any time the interest of any party is divided among and owned by four or more eo-owners, Operator, at its discretion, may
require such co-gwners to appoint a single trustee or agent with full authority to receive notices, approve expenditures, recenve billings for
and approve and pay such party's share of the joimt expenses, and 1o deal generally with, and with power to bind, the co-owners of such
party's interest within the scope of the operations embraced in this agreement; however, all such co- owners shall have the right to enter into
and execute all contracts or agreements for the disposition of their respective shares of the Oil and Gas produced from the Contract Area
and they shall bave the right to receive, separately, payment of the sale proceeds thereof.

E. Waiver of Rights to Partition:

If permitted by the laws of the staie or states in which the property covered hereby is located, each party hercto owning an
undivided interest in the Confract Area waives any and all rights it may have to partition and bave set aside to it in severalty its undivided
nterest therein

ARTICLE IX.
[NTERNAL REVENUE CODE ELECTION

if. for federal income 1ax purposes, this agreement and the operations hereunder are regarded as a partrership, and il the partucs
have not otherwase agreed to form a tax partnership pursuant o Exhibit “G” o other agreement between them, cach party thereby affected
elects 10 be excluded Irom the application of all ol the provisions of Subchapter K, Chapter 1., Subtitie "A." of the internal Revenue Code
of 1986, as amended (“Code”), as permitted and authorized by Section 761 of the Code and the regulations promulgated thereunder
Operator is authorized and directed o execute on behalt of cach party hereby affected such evidence of this election as may be required by
the Secretary of the Treasury of the United States or the Federal Imemal Revenue Service, including specificaliy, bul not by way of
limitation, all of (he retumns, statcments, and the data required by Treasury Regulation £1 761 Should there be any requirement that each
party hereby affected give furiher evidence of this election, each such party 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 party shall give any
notices or lake any other action inconsistent with the clection made hereby I any present or future income tax laws of the state ot siates in
which the Contract Area is located or any future income tax laws of the United States contain provisions similar to those in Subchaper K"
Chapter 1, Subtitle "A," of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affecied shall make such election as may be permitted o required by sueh laws. In making the foregoing election, cach such party
states that the income derived by such party trom operations hereunder can be adequately determined without the computation of
partnership taxable income

ARTICLE X.
CLAIMS AND LAWSLITS

QOperator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed __gne hundred thopsand ____ Doilars (5 _ 10000000 1and if
the payment is in complete setilement of such claim or suit. If the amount required for semtlement exceeds the above amount, the parties
hereio shall assume and take over the further handling of the claim or suit, unless such authority is delegated to Operator All cosis and
expenses of handling settling, or otherwise discharging such claim or suit shall be at the joint expense of the parties participating in the
operation from which the claim or suit arises 1f a ¢laim is made against any party of if any pamy is sued on account of any matter arising
from operations hereunder over which such individual has no control because of the rights given Operator by this agreement, such party
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shall immediately noiify all other parties, and the claim or suit shall be treated as any other claim or suit involving operations hereunder
ARTICLE X1
FORCE MAJEURE
If any party is rendered unable, wholly or in part, by force majeure to carmy out its obiigations under this agreemeni, other than
the obligation to indemnify or make money payments of furnish security, that party shall give to all other parties prompt writien notice of
the torce majeure with reasonably full particulars conceming it, thereupon, the obligations of the party giving the notice, so far as they are
affocted by the force majeure, shall be suspended during, but no longer than, the continuance of the force majeure The term “force
majeure, as here employed, shall mean an act of God, strike, lockow, or other industrial disturbance, aet of the public enemy, war,
blockade, public riot, lightening, fire, storm, flood or other act of nature, explosion, govemmental acrion, govemmental delay, restraint or
wmaction, unavailability of equipment, and any other cause, whether of the kind specifically enumerated above of otherwise, which is not
reasanably within the comrol of the party claiming suspension
The affected party shall vse all reasonable diligence to remove the force majeure sitbation as quickly as practicable The
requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, fockouts, or
other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled shall be entirely wathin the
discretion of the pany concemed
ARTICLE XIL
NOTICES
All notices authonzed or required between the pames by (s of the plr-.'-' I"ll)i'[rS of this agreement, unless otherwise specifically
provided, shall be in writing and delivered in person or by Lniled Silll-.h'. II'EHC :'-\I.uft:-hr"saémcc telegram, lelex, telecopier or any other form
of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on Exhibit "A " All telephone or oral notices
permitied by (s agreement shall be confirmed immediately thercaffer by writien notice The originating notice given under any provision
hereaf shall be deemed delivered only when received by the party to whom such neuce is direeted, and the time for such party to deliver
any notice in response thereto shall run from the date the originating notice is received "Receipt” for pumposes of this agreement with
respect 1o wrilien notice delnered heresndes thall be actual delivery of (he notice to the address of the pary to be notifed specified in
sxzifance with this agreement, of 1o the -.\Tm:mr., facsimile or telex machine of such party. The second or an)lfegg?gg&smglp?eu:ﬁamall be
cemed delovered when depessted i the Linitied Sistes mail or at the office of the courier or elegraph service, of upon transmitial by telex,
lelecop} or facsimile, or when personally deln-:u il 10 the party to be noblied, provided, that when response is required wathin 24 or 48
hours. such response shall be given orally or by -'-." Eﬁ.é r,_;.:_l_!; rpeal‘tlau.lpy or other facsivile within such period. Each party shall have the
right to change its address al any time, and from bime 1© ume, by ziving written nouce thercot to ail other parties it a parly is not available
to receive notice orally or by telephone when a party attempts to dehver a notice required (o be delivered waihin 24 or 43 hours, the notice
may be delivered in wriling by any other method specified herein and shall be decmed delivered in the same manner provided above for
any responsive notice
ARTICLE XTI
TERM OF AGREEMENT
This agreement shall remain in full force and effect as (o the Oil and Gas Leases and/or Oil and Gas Interests subject hereto for
the period of ime sclecied below, provided, however, no party hereta shall ever be construed as having any right, title or interest in or to
any Lease or Oil and Gas Interest contributed by any other parly beyond the term of this agreement

@ Option No. 2 in the event the well described in Anicle VLA, or any subsequent well drilled under any provision of this
agrecment, results in the Completion of a well as a well capable of production of Qil and’or Gas in paying quantities, this
agreement shall continue in force so long as any such well is capable of production, and for an addivional periad of 12
days thereafier, provided, however, if, prior to the expiration of such additional period, one or more of the parties hereto are
engaged in drilling, Reworking, Deepening, Sidetracking, Plugging Back, testing or attempting to Complete or Re-complete a
weil or welis hereunder, this agreemens shall continue in force until such operations have been completed and if production
results therefrom, this agreement shall continue in force as provided herein In the event the well descnbed in Anucle VI A | or
any subsequent well drilled hereunder, results in a dry hole, and no other well is capable of producing Oil and/or Gas from the
Contract Area, this agreement shall terminate unless drilling, Deepening, Sidetracking, Completing, Re- completing, Plugging
Back or Reworking operations are commenced within 180 days from the date of abandonment of said well. “Abandonment”
for such purposes shall mean either (i} 2 decision by all parties not to conduct any further operaiions on the well or (i) the
elapse of 180 days from the conduct of any operations on the well, whichever first occurs
The termination of this agreement shall not relieve any party hereto from any expense, hability or other eblization or any

remedy therefor which has accrued or attached prior to the date of such tenmination

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this
Operating Agreement has been filed of record, Cperalor is authorized to file of record in all necessary recording offices a notice of
termination, and cach party hereto agrees 1o execute such a notice of terminauon as to Operator's interest, upon request of Operator, if
Operator has satisficd all its financial cbligations

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Ovders:

This agreement shall be subject to the apphicable laws of the state in which the Contract Area s located. to the valid rules,
reguiations, and orders of any duly constituted regulatory body of said state. and 10 all other applicable federal. state. and Jocal laws,
ordinances, rules, regulations and orders
B. Governing Law:

This agreement and all matters pertaining hereto, incfuding but not limited (o matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interprefation or construction, shall he governed and determined by
the law of the state in which the Contract Area is Incated, I the Contract Area is in two or more states, the law of the state of
New Meyiga shall govern.

C. Regulatory Agencies:

Nothing herein contained shall grant, or be consirued to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Non-Operators may have under federal or state laws or under ruies, regulatuons or orders promulgated
under such laws in reference to oil, gas and mineral operations, melsding the location, operation, of production of weils, on tracts offsetting
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or adjacent to the Coniract Area,

With respect to the operations hereunder, Non-Operators agree 1o release Operator from any and all losses, damages, injuries,
claims and causes of action arising out of, incident to or resuliing directly or indirectly from Operator's interpretation or application of rules,
rulings, regulations or orders of the Depadiment of Energy or Federal Energy Regulatory Commission o predecessor of successor agencies
to the extent such interpretation or application was made in good faith and docs not constitute gross negligence Each Neon-Operator further
agrees to reimburse Operator for such Non-Operator's share of production or anv refund, fine, levy or other zovemmental sanction that
Operator may be requited to pay as a result of such an incorrect interpretation or application, together with imerest and penalties thercon
owing by Operator as a resull of such incorrect interpretation or application

ARTICLE XV.
MISCELLANEQLS
A. Execution:

This agreement shail be binding upon each Non-Operator when this agreement or a counterpart thercof has been executed by
such Non-Operator and Operator notwithstanding that this agreement is not then o thereafler executed by all of the paries (o which it i3
lendered or winch are hsied on Exhibit “A" as owning an interest in the Coniract Area or which own, in fact, an interest in the Contract
Area Operator may, however, by written notice to all Non-Operators who have become bound by this agreement as aforesaid, given ai any
time prior to the actual spud date of the Initial Well but m no event later than five days prior 0 the date specified in Article VI A for
commencement of the initial Well, terminate this agreement if Gperator in its sole discrelion determires that there is insufficiant
participation to justify commencement of drilling operations [n the event of such a iermination by Operator, ail further cbligalions of the
parues hereunder shall cease as of such termination. In the event any Non-Operator has advanced or prepaid any share of drilling or other
costs hereunder, all sums so advanced shall be returned to such Non-Operator without interest Except as otherwise provided in Aricle
IV B, in the event operalions on a well shall be commenced without execution of this agreement by al) persons listed on Exhibit “A” as
having a current interest in such well, or in the event that subsequent to the commencement of operations on the well previously unknown
or undisciosed persons owning working interests in a well are discovered, or both, the parties executing this agreement zgree to one of the
following:

& Option No, 2; The Operator shall advise all parties of the total interest of the parties that have executed this agreement. Each
party executing this agreement, within forty-eight (48) hours (exclusive of Saturday, Sunday, and legal holidays) afier delivery
of such notice, shail advise the Operator of its desire 10 (i) limit participation to such party’s interest as shown on Exhibit “A” or
(ii) carry only iis proporiionate pan {determined by dividing such party’s interest in the Contract Area by the interest of all
parties executing this agreement) of non-executing persons’ mterests, or (ifi) catmy its proportionate part {determined as provided
in {1} of non-executing persons” interests together with all or 2 portion of its proportionate part of any non-gxecuting persons
mierests that any executing party did not elect to take. Any interest of non-executing persons that is not carried by an executing
party shall be deemed to be carried by the Operator. Failure to advise the Operator within the tme required shall be deemed an
elecrion under (1)

B. Successors and Assigns: See Article XVLN for additional provisions.

Thiy agreement shall be binding upen and shail inure to the benefit of the parties hereto and their respective heirs, devisees, legal
representatives, successors and assigns, and the temms hereof shall be deemed to run with the Leases or Interests included within the
Conlract Area
C. Counterparts:

This instrument may be executed tn any number of counterparts, each of which shall be considered an original for all purposes
D. Seversability: See Article SYI.R. for additional provisions.

For the purposes of assuming or rejecting this agreement as an executory contract pursant lo federal bankruptoy laws, this
agreement shail not be severable, but rather must be assumed or rejected in its entirety, and the fatlure of any party 1o this agreement Lo
comply with all of its financial obligations provided herein shall be a material defaull
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ARTICLE XVIL
OTHER PROVISIONS
A, Conflict of Terms:

Notwithstanding anvithing in this agreement 1o the contrary, in the event of any conflict between the prowisions of Artiele |
thrawgh XV of this agreement and the provisions of this Anticle XVI, the provisions of this Article XV shall govern
B. Operator's Duty:

LUnless drilling operations are terminated porsvant 10 Arbicle VIF, Operator shall drill 2 Honzontal Well to the objective Zone(s)
ang drill the Laweral in the Zone{s) af lcast to a Displacement to which a reasonably prudent operalor would deem further grilling is neither
Justitied nor required
C. Priority of Operations — Horizontal Wells:

Notwithstanding Article V1 B 6 or anvthing else in this agreement Lo the contrary, it is agreed (hat where a forizontal Well
subject to this agreement has been driiled to the objective Displacement and the Conseniing Partics cannnl agree upon the sequence and
timing of [urther operations regarding such Horizomtal Well, the following elections shall control the order of priority enumerated hereafier:

First: Testing, coring or logging,

Second; Complete drilling operations of all proposcd Laterals;

Third: Exiend or Deepen a Lateral;

Fourth; Kick out and drill an additonal Lateral in the same Zong;

Fifth: Plug Back the well 10 a Zone above the Zone in which a Laleral was drilled; if there is more than one proposal

1o Plug Back, the proposal to Plug Back to the next deepest prospective Zone shall bave priority over a proposal
10 Plug Back 1o a shallower prospecuive Zone;
Sixth: Sidetrack; and
Seventh: Plug and abandon as provided for m Ariicle VI E
Provided, however, that if, at the time the Consenting Parties are considering any of the above, the hole is in such a condition
ihat a reasonably prudent aperator would not conduct the particular conternplated operation mvolved for fear of placing the hole n jeopardy
or losing the hole prior to Completing the Honizental Well in the objective Zone, such operation shall be eliminated from the prioritics sct
forth above

. CONTINUING CBLIGATION. The termination of this agreement or assignment of this agreement to a
successer(s) in interest in the JOA shall not relieve any party hereto from any expense, liability or other
obligation or any remedy therefor which has accrued or attached prior to the date of such termination.

E. RECORDING SUPPLEMENT. Concurrently herewith, the parties are executing a Recording Suppiement
which shall immediately be filed in the County Clerk’s Office of Lea County, New Mexico. Upon
termination of this agreement and the satisfactions of all obligations hereunder, Operator is authorized to
file of record in all necessary recording offices a notice of termination and each party hereto agrees to
execute such a notice of termination as to Operator’s interest upon request of Operator if Operator has
satisfied all its financial obligations. In the event the Contract Area of this agreement contracts pursuant
to the terms and provisions noted herein, all parties hereto agree that Operator is authorized to execute an
amended Memorandum of Operating Agreement to reflect the contraction of the Contract Area.

F. WELL ACCESS. In connection with the drilling of any wells under this agreement, Non-Operator{s) that
have elected to participate in the operation(s), its employees and representatives shall have the right at ali
reasonable times at its own risk and expense to full and complete access to the derrick floor, well location
and Contract Area. NON-CPERATORS SHALL HOLD CPERATOR HARMLESS FROM ANY AND
ALL LOSS OR DAMAGE OR ANY NATURE OR KIND WHATSOEVER IN ANY WAY
RESULTING FROM NON-CGPERATOR'S ENTRY LPON, PRESENCE ON OR ACTIVITIES OF ITS
RESPECTIVE EMPLOYEES AND REPRESENTATIVES WHILE ON THE CONTRACT AREA
INCLUDING WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, BODILY INJURY
OR DEATH AT ANY TIME RESULTING THEREFROM AND DAMAGE TO PROPERTY
SUSTAINED BY THE NON-OPERATCR AND ITS RESPECTIVE EMPLOYEES AND
REPRESENTATIVES.

G. DESIGNATION AND RESPONSIBILITY OF OPERATOR. Fasken Oil and Ranch, Lid shall be the
Operator of the Contract Area and shall conduct and have direct and full control of all eperations on the
Contract Area as permitted and required by and within the limits of this agreement. In its performance of
services hereunder for the Non-Operators, Operator shall be an independent contractor not subject to the
control or direction of the Nen-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operator shall not be deemed or hold itself out
as the agent of the Non-Operators with authority te bind them to any obligation or liability assumed or
incurred by Operator as to any third party. The specific duty of Operator to Non-Operators shall depend
upon the service performed as follows:

a. In the handling of all monies received from Non-Operators or from other parties for the benefit
of the joint account, Operator shall have the duties of a fiduciary. During times when certain
owners take their proportionate share of production in kind, Operator shall have no duty of a
fiduciary to those owners with respect to marketing production.

b. Inthe performance of duties on the Contract Area, the Operator shall act as a reasonable prudent
Operater in a good and workmanlike manner with due diligence and dispateh in accordance with
good oilfield practice and in accordance with applicable law and regulation. PRCVIDED

FimALACY O R NI DUVDRT Qlfal ! IT {IAVE AR'WY T 1Al I'TY AQ ADED A TMAD T THIE
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OTHER _PARTIES FOR _[LOSSES SUSTAINED OR _LIABILITIES INCURRED EXCEPT
SUCH AS MAY RESULT FROM GROSS NEGLIGENCE OR WILLFUL MISCONDUCT.
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¢.  For all other duties and responsibilities hereunder, the Operator shall conduct its activities under

I
2 this agreement as a reasonable and prudent Operator in a good and workmanlike manner with
3 due diligence and dispaich in accordance with good oilfield practice and in compliance with
4 applicable faws and regulation.

5

6 H. NOFIDUCIARY OBLIGATION. Except as relates to the handling of monies as specified in article V. A,
7 the parties shall not be considered fiduciaries or to have established a confidential relationship but rather
8 the parties shall be free to act on an arm’s length basis in accordance with their own respective self-
¢ interests.

i

i [ INFORMATION ON CONTRACT AREA. All informaticn gained by the Operator in the Contract Area
i2 during the term of this agreement shall upon request be shared by the Operator whether or net paid for by
13 the Non-Operators subject before such sharing to the obligation of the requesting party to pay its
14 proportionate share therefore. Operator and Non-Operator shall hold ail information gathered from the
13 drilling, development and preduction of the wells on the Contract Area confidential for the term of this
16 agreement unless required by Jaw, rule or regulation or, if furnishing information to a third party, Operator
18 and/or Non-Operators shall have said third party execute a confidentiality agreement prior to sharing any
18 information.

I I, COMMENCEMENT OF OPERATIONS. For the purpose of Article VIi.B.1 and VI.B.2, Operator may
3? commence activities preliminary to actual drilling operations including without limitation, building
;2 location, roads and pits, delivering materials and equipment to the well site, rigging up a drilling rig, and/or
;3 actual driliing operations, at any time either before or after giving the notice of proposed operations
- required by said Articles. Notwithstanding the foregoing, the parties receiving notice of proposed
. operations pursuant to Article VI.B.1 and VI.B.2 shall have the full time allowed in which to make their
26 election(s) and shall be subject to the non-consent provisions thereof to the same extent and in the same
X manner as provided in Article VI.B without reference to the time that activities were commenced refative
28 to gIving notice.

is K. QOPERATOR'S AUTHORITY TO PERFCRM CERTAIN MINISTERIAL ACTS. Non-Operators hereby
- irrevocably authorize Operator {including any successor Operator validly serving hereunder) to take the
32 following actions under or in connection with this agreement, for and on behalf and in the name of Non-
13 Operators, all without necessity of further action or consent by Non-Operators:

34 a. Execnte, deliver, and record in all appropriate public records any memoranda of this agreement
33 {including any amendments or supplements hereto), any financing statements, and any and ali
36 other instruments and documents necessary or desirable to evidence, perfect and enforce the terms
17 of this agreement including without limitation the liens and security interests established under
38 Article VILB hereof.

39 b. Execute and deliver appropriate modifications or updates to Exhibit “A” to this agreement to
40 reflect subsequently occurring events such as subsequent acquisitions of leases or changes in the
41 interests of the parties. The grant and existence of such powers shall not alter, diminish or affect
42 any obligations of Non-Operators under this agreement. The exercise or non-exercise of such
43 powers shall be at the discretion of Operator whose decisions with respect to exercise or non-
44 exercise shall be non-actionable and shall be final, binding and conclusive as to all parties.

45

46 L. AMENDMENT OF OPERATING AGREEMENT. Except as provided in Article XVi, this  agreement
47 may be amended only by a written document that is specific in stating that it is an amendatory document
48 to this agreement and is executed by authorized representatives of each party hereto. All replacement
49 pages o this agreement which result actions authorized under Article XVI.L, or an amendment as provided
30 herein, will be clearly marked as replacement pages and set forth the date of such amendment or
s replacement.

5:‘2 M. SEPARATE MEASUREMENT FACILITIES. If any party hercto creates the necessity of separate
:"3 measurement by reason of assignments or other mortgages or conveyances within the Contract Area, such
’4 party shall alone bear the entire costs of purchasing. instailing, and operating such separate measurement
> facility, which facility may be constructed and operated by Operator, at Operator’s  election, for the
f6 account of said party and shall be subject to all other provisions of this Operating Agreement including,
i; without limitation, those provisions relating to advances for costs and offsets for unpaid expenses.

;g N. BANKRUPTCY - I, following the granting of relief under the Bankruptcy Code to any party hereto as
] debtor thereunder, this agreement should be held to be an executory contract within the meaning of 11
P L.5.C. Section 3634, then the Operator or, if the Operator is the debtor in bankruptcy, the other parties,
6; shall be entitled to a determination by the debtor of any trustee of the debtor within thirty {30) davs from
" the date an order for relief 1s entered under the Bankruptey Code, as to the rejection or assumption of this
6 agreement. In the event of an assumption, Operator or the other parties shall be esntitled to adequate
66 assurances as to future performance of debtor’s obligations hereunder and the protection of the interests
67 of ali other parties.

68

69 0. SECURITY. The lien and security interest granted by each Non-Operator to Operator, and by Operator
70 to the Non-Operators, under Articie VIIL.B. shalt extend not only to such party’s oil and gas rights in the
7 Contract Area {which for greater certainty shall include all of each party’s leasehold interest, leasehold
7 estate and/or unleased mineral interest in the Contract Area), the oil andfor gas when extracted, and

equipment {as mentioned in said Article), but also to all accounts, contract rights, inventory, and general

18-
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intangibles constituting a part of, relating to, or arising out of said 0il and gas rights, extracted oil and gas,
and said equipment or which are otherwise owned or held by any such party in the Contract Area, Further,
the lien and security interest of each of said parties shall exiend to all proceeds and products of all of the
property and collateral described in this paragraph and in Article VIL.B as being subject to said lien and
security interest.

ol R e g W B

P. COVENANTS RUNNING WITH LANDVEFFECT OF TRANSFER. The terms, covenants, and
conditions of this agreement shall be covenants running with the lands covered hereby and ieaschold

# estates therein and with each transfer or assignment of said fands or leasehold estates. Any assignment,
L conveyance or other transfer of an Qil and Gas Lease or Oil and Gas Interest that is subject to this
! agreement shall relieve the transferor from liability for the cost and expense of operations attributable to
b the transferred interest which are conducted after the effective date hereof, provided that the transferor

b

B shall remain liable for and shall cause to be paid its proportionate part of the cost and expense of all
'f operations for which it was obligated to pay and were commenced prior to the actual transfer, except costs
o and expenses arising out of or directly related to a specific operation in which the transferor elected (or

was deemed to have elected} not to participate pursuant to Article V1. From and after the effective date of
this said assignment, conveyance or other transfer, the transferce shali be deemed to be a party to this
agreement, subject to the performance of all obligations attributable to the transferred interest for ail
periods from and after the effective date of transfer. The Assumption of liability by a transferee, pursuant
to the foregoing, shall operate to terminate prospective liability of the transferring party for all periods
subsequent to the later of the actual date of transfer or the effective date of transfer, but shall in no event
limit, diminish, or affect the direct and continuing Hability of the transferring party under this agreement
and applicable law for all periods prior to such date.

x Q. INDEMNITY. In the performance of duties on the Contract Area, the Operator shall act as a reascnable
prudent Operator in a good and workmanlike manner with due diligence and dispatch in accordance with
good oilfield practice and in accordance with applicable law and regulation, PROVIDED HOVEVER,

ag EXCEPT FOR OPERATOR’S INTEREST IN THE CONTRACT AREA, NON-OPERATORS SHALL
5 INDEMMIEY, DEFEND AND HOLD HARMLESS OPERATOR FOR, FROM, AMD} AGAINST ANY
i ANMD ALL CLAIMS, DAMAGES, AMD LIABILITY OF EVERY KIND AND CHARACTER
15 (NCLUDING ALL COSTS AND EXPENSES, INCLULDING BUT NOT LIMIMIED TO
33 ATTORNEYS FEES), RESULTING FROM, ARISING OUT OF, OR INCIDENTAL TO OPERATOR'S
54 PERFORMANCE OF DUTIES ON THE CONTRACT AREA EVEN IF SUCH LIABILITIES ARISE
35 FRCM OR ARE ATTRIBUTED TO OPERATOR’S NEGLIGENCE THE ONLY LIABILITIES TQO
S WHICH THIS INDEMNITY OBLIGATION DOES NOT APPLY ARE THOSE RSULTING FROM
17 OPERATOR’S GROSS NEGLIGENCE AND INTENTIONAL TROTS FOR WHICH OPERATOR
1. sHaALL BE SOLELY RESPONSIBLE

¥

&0 R. SEVERABILITY. In the event any provision contained herein should be deemed inconsistent with or
£ contrary to any Federal, State, or Municipal iaw, rule or regulation, said provision shall be deemed to be
4] modified to the extent required to comply with said law, rule or regulation and as so modified said
4] provision in this Agreement shall continue in fuil force and effect without affecting the enforceability of
2 the remaining provisions, duties and liabilities set forth herein.

g S. SALE OF OPERATOR’S INTEREST. In the event of a sale by Fasken Land and Minerals, Lid. of iis
i interest in the Contract Area, the provisions of Article V.B. shall apply so that there shall be an election of
ik a successor operator pursuant to said provisions of Article V.B.

e

=0 T. Inaddition to the provisions of Article [I1.B. regarding the allocation of excess burdens, the parties to this
L1 Agreement expressly agree that if any party contributes any Lease or Interest that, by its terms imposes
5 additional costs on the lessee thereunder based upon stated prohibitions against deductions for post-
- production charges, such as transportation, storage, processing, and similar costs, the party contributing
H the Lease or Interest that includes such prohibitions shall assume and alone bear any costs or charges that
:‘ arise from such prohibition, and such party shall indemnify, defend, and hold the other parties hereto
t harmiess from any and ali claims attributable to such additional charges. No party shall ever be responsible
3 to any other party’s lessor or royalty owner, and if such other party’s lessor or royalty owner should
:t demand and receive any settiement based upon prohibitions against post-production charges, or any other
’ matter increasing the cost of production to lessee, the party contributing the affected Lease shall bear any
: and all such additional burdens attributable to such higher costs.

2
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N WITNESS WHEREQF, 1tus agreement shal! be elfecuive as of tie day of

Easken Cul and Ranch 11d whao has prepared and circulated this form for execolion, represents and warrants

ihat the form was printed rom and, with the exception{s) hsted below, is identical to the AAPL Form 610-1989 Model Form QOperating
Agreement, as published in computerized form by Forms On-A-Disk. Inc. No changes. allerations. or modifications, other than those made
by strikethrough andfor insertion and that are clearly recognizable as changes in Articles a5 noted herein

have been made 1o the form

ATTEST OR WITNESS: OPERATOR

Fasken Oit and Ranch, Ltd. a Texas limited parinership
Fasken Management, LLC its general partner

By

Tommy E. Taylor
Type or print name

Title Senior Vice President

Date

Tax ID or 8.S. No.

NON-OPERATORS

Fasken Land and Minerals, Ltd, a Texas Limited
partnership by Fasken Management. LLC its

General partner
By

Tommyv E. Tavlor

Type or print name

Title Senior Vice President

Date

Tax ID or $.5. No.

Chigf Capital (O&G) 11 LLC

By

Walt Nixon
Type or print name

Title President

Date

Tax 1D or §.5. No.

By

Type or print name

Title

Date

Tax 1D or 5.5, No.
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ACKNOWLEDGMENTS
Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts The validity and effect

of these fonms in any state will depend upon the staiutes of that state.

Individual acknowiedgment:

State of TEXAS

}ss
County of MIDLAND }
This mstrument wes acknowledged before me on 2024, by Tommy E Taylor, Senior Vice Presidert
of Fasken Management, LLC, general partner of Fasken Oil and Ranch, Lid and Fasken Land and Minerals, Ltd , a Texas limited
Partnership, on behalf of said himited Liability company and by

lirmited partnership

{Seal, if anv)

Title (and Rank)

My commission expires

Acknowledgment in representanive capacity:

State of TEXAS }
}ss
County of TARRANT ]

This insirument was acknawiedged before me on 2024
by Walt Nixon EH
President of Chief Capital (O&GYITLLC
{Seal, if any)
Title (and Rank)
My commission expires
Acknowledgment in representative capacicy
State of TEXAS
Iss
County of MIDLAND |
This mstrument was acknowiedged before me on 224
by as
of

{Seal, if any)

Tide {and Rank)

My commission expires

230.



EXHIBIT “A”

Attached to and made a part of that certain Operating Agreement dated December 1, 2024, by
and between Fasken Oil and Ranch, Ltd., as Operator, and Chief Capital (0&G) IT LLC,
et al., as Non-Operators.

1. DESCRIPTION OF LANDS SUBJECT TO THIS AGREEMENT (the “Contract Area™):

E/2 of Section 22, NE/4, and N/2 of SE/4 of Section 27, Township 20 South, Range 32 East,
Lea County, New Mexico

The parties will revise this Exhibit “A” as needed prior to commencement of the initial well.
P P

One of the revisions will be the additional superseding language to which would allow the
April 9, 1979 JOA to remain effective as to the E/2 of Section 22.

2 RESTRICTIONS, IF ANY, AS TO DEPTHS, FORMATIONS OR SUBSTANCES:

PARTIES TO _AGREEMENT, WITH ADDRESSES AND TELEFHONE NUMBERS FOR NOTICE
PURFPOSES:

Fasken Land and Minerals, Ltd. and
Fasken Qil and Ranch, Ltd.

Attn.: Land Department

6101 Holiday Hill Road

Midland, TX 79707-0631

Email address: land@forl.com
Telephone: (432) 687-1777

Fax: (432) 687-0669

Chief Capital (O&G) I LLC
Aftention: Wal Nixon, President
8111 Westchester Drive, Suite 800
Dallas, TX 75225

Telephone: () -
Email address:

4. PERCENTAGE OR FRACTIONAL INTEREST OF PARTIES TO THIS AGREEMENT:

['ﬁ_::-u-kiﬂg Interest Owner Working Interest
To be determined upon completion of a
Titie Opinion
Total 1.00000000 |

5. OIL AND GAS/OIL. GAS AND MINERAL LEASES AND/OR DL AND GAS INTERESTS
SUBJECT TO THE AGREEMENT:

A. Oil and Gas/Oil, Gas and Mineral Leases committed by Fasken Land and
Minerals, Ltd. et al

1} Date: September 1, 1978
Lessor: United States of America- NM-33955
Lessee: Peggy E. Baetz

Recording: Volume 316, Page 855, Lea County, New Mexico

Page 1 of 3



Lands: ONLY AS TO East half of Section 22, T-20-8, R32-E, Lea County,
New Mexico

Lease Royalty: 1/8th

Other Burdens: as to burdens of record.

B. Oil and Gas/Qil, Gas and Mineral Leases committed by

Date: April 19, 2023

Lessor: Ozk Valley Mineral and Land, LP and Sortida Resources, LLC
Lessee: Chief Capital (O&G) ITLLC

Recording:  Book 2210, Page 117

Lands: S/2NE/4, N/2SE/4 of Section 27, Township 20 South, Range

32 East, Lea County, New Mexico
Lease Royalty: 1/4
Other Burdens: N/A

Date: May 24, 2023

Lessor: Sitio Permian, LLC

Lessee: Chief Capital (O&G) IT LLC and Waterloo Resources LLC

Recording:  Book 2211, Page 128

Lands: S/2NE/4, N/2SE/4 of Section 27, Township 20 South, Range
32 East, Lea County, New Mexico

Lease Royalty:

Other Burdens:

6. BURDENS ON PRODUCTION:

A. To be determined upon completion of a Title Opinion.
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EXHIBIT "B"
ATTACHED TO AND MADE A PART OF OPERATING AGREEMENT

DATED DECEMBER 1, 2024, BETWEEN
FASKEN OIL AND RANCH, LTD., AS OPERATOR, AND CHIEF CAPITAL (O&G) II LLC, ET AL, AS NON-OPERATORS

Oil & Gas Lease

THIS AGREEMENT made this day of 2024 between . whose address
is . herein called lessor (whether one or more] and . with an
address of . herein called lessee:

1. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt of which is here acknowledged, and of the royalties
herein provided and of the agreements of the lessee hergin contained, hereby grants, leases and lets exclusively unto lessee for the purpose
of investigating, exploring, prospecting, drilling, and operating for and producing oil, gas and associated hydrocarbons, together with the
right to engage in all activities reasonably necessary or convenien to said stated purposes, including but not limited to making surveys,
conducting seismic operations, establishing and utilizing facilities for surface and subsurface disposal of salt or produced water, injecting
gas, waters, other fluids, and air into subsurface strata, laying pipelines, storing oil, butlding tanks, roadways, telephone lines, power stations,
and other structures and things thereon to produce, save, take care of, treat, process, store and transport said oil, gas and associated

hydrocarbons, the following described land in County, New Mexico, to-wit:
Township , Range , NCVLPLML
Section __:
Said land 1s estimated to comprise acres, whether it actually comprises more or less, sometimes hereinafter referred to as “leased

premises”. This lease covers and includes any interest which lessor may own in any streets, alleys, highways, railroads, canals, rivers or any
contiguous, adjacent or adjoining land to the leased premises.

2. Subject to the other provisions herein contained, this lease shall remain in force for a term of three {3) years from this date (called primary
term) and as long thereafter as oil, gas or asscciated hydrocarbons is produced from said land or from land with which said land is pooled.

3. The royalties to be paid by lessee are: (a} on oil, and other liquid hydrocarbons saved at the well, 25% of that produced and saved from
said land, same to be delivered at the wells or to the credit of lessor in the pipeline to which the wells may be connected, or from time to
time, at the option of lessee, lessee may sell the oil produced and saved from said land and pay lessor 25% of the net amount received by
lessee, computed at the wellhead; (b) on gas, including casinghead gas or other gaseous substances produced from said land ang used off
the premises or used in the manufacture of gascline or other products, the market value at the well of 25% of the gas used, provided that on
gas sold on or off the premises, the rovalties shall be 25% of the net amount received by lessee from such sale; (¢} and at any time when
this lease is not validated by other provisions hereof and there is a gas and/or condensate well on said land, or land pooled therewith, but
gas or condensate is not being so sold or used and such well is shut-in, either before or after production therefrom, then on or before 90 days
afier said well is shut-in, and thereafter at annual intervals, lessee, or its designee may pay or tender an advance shut-in royaity equal to
$1.00 per net acre of Tessor's gas acreage then held under this lease by the party, or its designee making snch payment or tender, and so long
as said shur-in royalty is paid or tendered, this lease shall not terminate and it shall be considered vnder ali clanses hereof that gas is being
produced from: the leased premises in paying quaniiiies. Each such payment shall be paid or tendered to the party or pariies who at the time
of such payment would be entitled to receive the royalties which would be paid under this lease 1f the well were in fact producing. The
payment or tender of royalties and shui-in royalties may be made by check or draft. Any timely payment or tender of shut-in royalty which
ts made in a bona fide attempt to make proper payment, but which is erronecus in whele or in part as to parties or amounts, shali nevertheless
be sufficient to prevent termination of this lease in the same manner as though a proper payment had been made if lessee shall correct such
error within 30 days afier lessee has received written notice thereof by certified mail from the party or parties entitled to receive payment
together with such wriften instruments {or certified copies thereof) as are necessary to enable lessee to make proper payment. The net amount
received by lessee from the sale of 0, gas or associated hvdrocarbons on or off the Jeased premises shall be the Price established by the
sales contract entered into in good faith by lessee and purchaser for such term and under such conditions as are customary in the industry.
“Price” shall mean the net amount received by Jessee after giving effect to applicable regulatory orders and afier application of any applicable
price adjustments, including, but not limited to any costs associated with treating, processing, separating, metering, transporting,
compressing, and all other costs and expenses assoctated with handling the oil and/or gas between the welthead and point of sale.

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereof to commence ot conlinue any operations of
whatsoever character or to0 make any payments hereunder in order to maintain this lease in force during the primary term; however, this
provision is not intended to relieve lessee of the obligation to pay royalties on actual production pursuant to the provisions or Paragraph 3
hereof.

5. Lessee is hereby granted the right and power, from time to time, to pool or combine this lease, the land covered by it or any part or horizon
thereof with any other land, leases, mineral estates or parts thereof for the preduction of oil, gas and associated hydrocarbons. Units pooied
hereunder shalil not exceed the spacing unit or project area fixed by law, from time to time during the term hereof, or by the Oil Conservation
Division of the Energy and Minerals Department of the State of New Mexico or by any other lawfu! authority for the pool or area in which
said land is situated, plus a tolerance of ten percent. Lessee shall file written unit designations in the county in which the leased premises
are located and such units may be designated from time to time and either before or after the completion of wells. Drilling operations on or
production from any part of any such unit shall be considered for all purposes, except the payment of royalty, as operations conducted upon
or production from the land described in this lease. There shall be allocated to the land covered by this lease included in any such unit that
portien of the total production of pooled oil, gas or associated hydrocarbons from wells in the unit, after deducting any vsed in lease or unit
operations, which the net cif or gas acreage in the land covered by this lease included in the unit bears to the total number of surface acres
in the unit. The production so allocated shall be considered for all purposes, including the payment or delivery of rayalty, to be the entire
production of pooled oil, gas or associated hydrocarbons from the portion of said land covered hereby and included in said unit in the same
manner as though produced from said land under the terms of this lease. Any pooled unit designated by lessee, as provided herein, may be
dissolved by lessee by recording an appropriate instrument in the County where the land is situated at any time after the completion of a dry
hole or the cessation of production on said unit.

6. If at the expiration of the primary term there is no well upon said [and capable of producing oil, gas or associated hydrocarbons, but lessee
has commenced operations for drilling or reworking thereon, this lease shall remain in force so long as operations are prosecuted with no
cessation of more than 90 consecutive days, whether such operations be on the same well or on a different or additicnal well or wells, and
if they result in the production of oil, gas or associated hydrocarbons, so long thereafter as oil, gas or associated hydrocarbons is produced
from said land. Uf, after the expiration of the primary term all wells upon said land should become incapable of producing for any cause, this
lease shall not terminate if lessee commences operations for additional drilling or for rewerking within 90 days thereafter. If any drilling,
additional drilling, or reworking operations hereunder resuit in production of oil, gas or associated hydrocarbons, then this lease shall remain
in full force so long thereafter as oil, gas or associated hydrocarbons is produced hereunder.

7. Lessee shall have free use of oil, gas and water from said land, except water from lessor's wells and tanks, for all operations hereunder,
and the royally shall be computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this
lease to remove all property and fixtures placed by lessee on said land, including the right to draw and remove all casing. When required by
lessor, lessee will bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet
{200ty of any residence or barn now on said land without fessoe’s consent.



8. Whenever used in this lease the “operations™ shail mean any of the following: construction activities in preparation for and/or actua!
drilling, testing, completing, reworking, recompleting, deepening, plugging back or repairing of a well in search for or in an endeavor to
obtain production of oil, gas or associated hydrocarbons, whether or not in paying guantitics.

9. The righis of either party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, executors,
administrators, successors and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, royalties or
shut-in royalties, however accomplished shall operate to enlarge the obligations or diminish the rights of lessee: and no such change or
division shall be binding upon lessee for any purpose until 30 days after lessee has been furnished by certified mail at lessee’s principal
place of business with acceptable instrumenis or certified copies thereof constituting the chain of title from the original lessor. 1f any such
change in ownership occurs through the death of the owner, lessee may, at its option, pay or tender any rovalties or shut-in royalties in the
name of the deceased or to his estate or the executor or administrator until such time as lessee has been furmished with evidence satisfactory
to lessee as to the persons entitled to such sums. An assignment of this lease in whole or in part shall, to the extent of such assignment.
relieve and discharge lessee of any obligations hereunder and, if lessee or assignee of part or parts hereof shall fail or make default in the
payment of the proportionate part of royalty or shut-in royalty due from such lessee or assignee or fail to comply with any of the provisions
of this lease, such default shall not affect this lease insofar as it covers a part of said lands upon which lessee or any assignee thereof shall
properly comply or make such payments.

10. Shonld lessee be prevented from complying with any express or implied covenant of this lease, or from conducting drilling or reworking
operations hereunder, or from producing oil or gas hereunder, by reason of scarcity or inability to obtain or use equipment or material, by
act of God, by any Federal or state law or any order, rule or regulation of governmental authority (including the time during which lessee is
waiting on the issuance of any order, rule, policy or practice in connection therewith or while the time for comments on the issuance of any
rule, order, practice or policy is in effect), or by other act, event, circumstance or condition beyond lessee’s reascnable control, then while
so prevented, and for sixty {(60) days thereafter, lessee’s duty shall be suspended, and lessee shall not be liable for failure to comply therewith;
and this lease shall be extended while and so long as lessee is prevented by any such cause from conducting drilling or reworking eperations
or form producing oil or gas hereunder, and for sixty (60) days thereafter, and that time shall not be counted against lessee, anything in this
lease to the contrary notwithstanding. As used herein, the term “order, rule, denial, policy, directive, rule-making proposal, and/or practice™
includes, but is not limited to any denial, restriction or delay of drilling and/or other operations on the leased premises attributable to
environmental and/or endangered species restrictions, conditions and limitations now or hereafter adopted, enforced or applied to the leased
premises by any Federal or state agency having authority with respect to the leased premises, and without limiting the generality of the
foregoing clause, shall specifically include all lesser prairie chicken and sand dune lizard stipulations and restrictions, collectively referred
to herein as “Endangered Species and Environmental Conditions.” If lessee is precluded from engaging in drilling or reworking operations,
or from producing oil or gas hereunder because the necessary permits and approvals to drill have not been obtained, or because lessee is
required to postpone or suspend drilling or reworking operations or from producing oil or gas hereunder by application of Endangered
Species and Environmental Conditions, then its obligation and’‘or entitlement to engage in drilling or reworking operations or from
praducing oil or gas hereunder shall be deferred until sixty (6G) days after approval of the necessary permits and approvals, or until sixty
{(60) days after drilling or reworking operations or producing oil or gas are allowed to commence or resume following any period of
suspension attributable to Endangered Species and Environmental Conditicns, and the running of periods of special limitation applicable to
the estate granted hereby shall be tolled during such deferral period.

11. In the event lessor considers that lessee has not complied with all its obligations hereunder, both expressed and implied, lessor shall
notify lessee in writing, setting out specifically in what respect lessee has breached this coniract. Lessee shall then have sixty {60) days after
receipt of said notice within which to meet or commence to meet all or any part of the breaches alleged by lessor. The service of said notice
shall be precedent 1o the bringing of any action by lessor on said Jease for any cause, and no such action shall be brought until the lapse of
sixty (60) days after service of such notice on lessee. Neither the service of said notice nor the doing of any act by lessee aimed to meet all
or any of the alleged breaches shall be deemed an admission or presumption that lessee has failed to perform all its obligations hereunder.
If this lease is canceled for any cause, it shall nevertheless remain in force and effect as to (1) sufficient acreage around each well as to
which there are operations to constitute a drilling or maximum allowable unit under applicable govemmental regulations, (but in no event
less than forty acres), such acreage to be designated by lessee as nearly as practicable in the form of a square centered at the well, or in such
shape as then existing spacing rules require; and (2} any part of said leased premises included in a pooled unit on which there are operations.
Lessee shall also have such easements on said [and as are necessary to operations on the acreage so retained.

12. Lessor hereby warrants and agrees to defend the title to said land and agrees that lessee at its option may discharge any tax, mortgage
or other lien upon said land, and in the event lessee does so it shall be subrogated to such lien with the right to enforce same and to apply
rovaities and shut-in royalties payable hereunder toward satisfving same. Without impairment of lessee's rights under the warranty, if this
lease covers a less interest in the oil or gas in all or any part of said [and than the entire and undivided fee simple estate (whether lessor's
interest is herein specified or not) then the royalties, shut-in royalty, and other payments, if any, accruing from any part as to which this
lease covers less than such full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to
the whole and undivided fee simple estate therein. Should any one or more of the parhes named above as lessors fail to execute this lease,
it shall nevertheless be binding upon the party or parties executing the same.

13. Lessee, its or his successors, heirs and assigns, shall have the right at any time to surrender this lease, in whole or 1n part, to lessor or
his heirs, successors, and assigns by delivering or mailing a release thereof to the lessor, or by placing a reiease thereof of record in the
county in which said land is situated; thereupon lessee shall be relieved from all obligations, expressed or implied, of this agreement as to
acreage so surrendered, and thereafier the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered
hereby is reduced by said release or releases.

14. Lessor hereby grants to Lessee the option to extend or reinstate the primary term of this lease for two (2) years from (i) the expiration
of the primary term of the lease, or (i) the expiration of the lease as extended by operations and/or production as set-forth herein. The
preceding cption may be exercised as to any portion of the leased premises which is then held hereunder which would expire unless so
extended. The option may be exercised by Lessee at any time as to portions of the Jeased premises, depending on the operations and/or
production of the leased premises when such option arises; however, the option may be exercised as to each portion of the leased premises
only once. The option may be exercised by Lessee, of its successors and assigns, prior to (i) the expiration of the primary term of the lease,
or {ii} the expiration of the iease as extended by operations and/or production as sei-forth herein, by sending payment to Lessor in the sum
of per net mineral acre for each acre of the portion of this lease selected by Lessee for extension or reinstatement. In addition to the
payment, Lessee shall include either a description or a plat which describes the portion of the leased premises so extended. Said two-year
extension or reinstatement shall be subject to all other terms and provisions of this lease.

15. This instrument may be executed in any number of counterparts, each of which shall be considered an original for all purposes and shail
be binding on those parties who execute the same, whether executed by all or a portion of the parties hereto.

IN WITNESS WHEREQCHF, this instrument is executed the day and year first above written.

Lessor:




ACKNOWLEDGMENT

STATE OF }
COUNTY OF }
The foregoing instrument was acknowledged before me this day of 2024 by

Notary Public, State of

Notary Seal:



COCPAS 2005 Accounting Procedure
Recommended by COPAS

copas

Exhibit “ C ”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

Attached o and made part of [Toint Onerating Asrecment dated Diecomber 12024 hetween Facken Ml and Ranch 114 as Oneratar
and_Chiel Capital (O&GITTT) et al as Non-operator

- - B B« A . . )

- =

I. GENERAL PROVISIONS

[F THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE” PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE” PROVISIONS, ALTERNATIVE 1 IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE
BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION,

12 IN THE EVENT THAT ANY “OPTIONAL” PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY THE
13 PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SLCH PROVISION SHALL NOT
14 FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT
15 OF THE PARTIES IN SUCH EVENT.

DEFINITIONS
Al terms used in this Accounting Procedure shall have the following meaning, unless otherwise expressly defined in the Agreement:

“Affiliate” means for a person, another person that controls, is controlied by, or 1s under common control wath that person o this
definition, {a} control mcans the ownership by one persen, directly or indirectly, of more than fifty percent (50%) of the voting securities
of a corporation or, for other persons, the equivalent ownership interest {such as partnership nleresis), and (b) “person” means an
individual, corporation, partnership, trust, estale, unincorporaled organizatton, association, of other legal entity

“Agreement” means the operating agreement, farmout agreement, or other contract between the Parties w which this Accounting
Procedure is attached

“Controltable Vaterial™ means Material that, at the time of acquisition or dispesitian by the Joint Account, as applicable, 15 so classificd
in the Matenal Classification Manual most recenily recommended by the Council of Petroieum Accoumants Societics (COPAS)

“Equalized Freight” means the procedure of charging transporiation cost to the Joint Account based upon the distance from the ncarest
Railway Receiving Point 10 Lhe propeny

“Excluded Amount” means a specified excluded trucking amount most recenily recommended by COPAS

“Field Office™ means a structurc, or portion of a struciure, whether a temporary or permanent installation, the primary function of wivch is
1o directly serve daily operalion and maintenance activities of the Joint Property and which serves as a staging arca for directly chargeable
field personnel

“First Level Supervision™ means those employees whose primary functien in Joint Operations is the direct oversight of the Operator’s
fieid employees and/or contract labor directly employed On-site in a field operating capacity First Level Supervision functions may
include, but are not hrted to;

+ Responsibility for field employees and contracl labor engaged 0 activities that can inciude field operations, maintenance,
construction, well remedial work, cquiprient movement and drilling

= Responsibility for day-to-day direet oversight of fig operations

= Responsibility for day-to-day direct oversight of construction operations

= Coordmnation of job prionities and approval of work procedures

= Responsibility. for optimal resource utilization {equipment, Materials, personnel)

= Responsibility for meeting production and field operating expense targets

= Represemation of the Parties in lacal matters involving community, vendors, regulatory agents and landowners, as an incidental
part of the supervisor’s aperating responsibilities

= Responsibility for al) emergency responses with field staff

= Responsibility for implementing safety and environmental practices

= Responsibility for field adherence o company policy

= Responsibility for employment decisions and performance appraisals for ficld personnel

= Oversight of sub-groups for ficld functions such as electnical, safely, environmental, iclecormmunications, which may have group
or team leaders

“Joint Accownt™ means the account showing the charges paid and credits received in the conduct of the Joim Operations that are to be
shared by the Parties, but does ot include proceeds attributable to hydrocarbons and by-producis praduced under the Agreement

“Joint QOperations™ means al)l operations necessary or proper for the exploration, appraisal, development, production, proteciion.
maintenance, repair, abandoniment, and restovation of the Joint Propenly
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“Joint Property™ means the real and personal property subject to the Agreemen

“Laws” means any laws, rules, regulations, decrees, and orders of the United Sates ol Amenca or any siale thereol and all other
governmental bodies, agencies, and other authorities having jurisdiction over or affecting the provisions contained in or the transactions
cortemplated by the Agreement or the Parues and their operations, whether such laws now exist or are herealter armended, enacted,
promulgated or issued

“Materizl” means personal property, equipment, suppltes, or consumables acquired or held for use by the Joint Property
“Non-Operators” means the Partics 1o the Agreement other than the Operator

“Offshore Facilities” means platforms, surface and subsea development and production systems, and other suppon systems such as cil and
gas handling facibties, living quarters, offices, shops, crancs, clectrical supply equipment and systems, fuel and water storage and piping,
heliport, manne docking nstallatons, communication facilities, navigalion aids, and other similar facilnies necessary o the conduct of
ofishore operations, all of which are located offshote

“Off-site™ means any Jocaien that is not constdered On-oie as defined 1n this Accounting Procedure

“On-site” means on the jont Property when in direet conduct of Joini Operations The tetm “On-site” shall also include that portion of
Offshore Facilities, Shore Base Facilities, fabrication yards, and staping areas from which Joint Operations are conducted. or other
facilities that directly control equipment on the Joint Property, regardless of whether such {acilities are owned by the Joint Account

“Operator” mcans the Party designated pursuant to the Agreement to conduct the Joint Operations

“Parties” means legal entities signatoty to the Agreement or their successors and assigns Parties shall be referred to individually as
“Party ™

“Participating Interest” means the percemage of the costs and nsks of conducting an operation under the Agreement that a Parly agrees,
or is otherwise obligaled. to pay and bear

“Participating Party™ means 2 Party that approves a proposed operalion or otherwise agrees, or becomes lizbie, 10 pay and bear a share of
the costs and risks of conducting an opecation under the Agreernent

“Personal Expenses™ means reitnbursed costs for travel and temporary living expenses

“Railway Receiving Point” means the railhead nearesi the Joint Propery for which freight rates are published, even though an actual
railhiead may noi €081

“Shore Base Facilities™ means onshore support facilities that during Joint Operations provide such services to the Joint Property as a
receiving and transshipment point for Materials, debarkation point for drilling and production perscanel and services: cormunication,
scheduling and dispatching center; and other associated functions serving the Jont Property

“Supply Store® means a recognized source of common stock puint for a given Material item

“Technical Services” means services providing specific engincering, geoscicnee, or other professional skills, such as those performed by
engineers, geologists, geophysicists, and techmicians, required 10 handle specific operating conditions and problems for the benefit of Joint
Operations; provided, however, Technical Services shall not include those functions specifically identificd as overhead under the second
paragraph of the introduction of Section Il {Overhead) Technical Services may be provided by the Operator, Qperator’s Affiliate, Non-
Operator, Non-Operator Affiliawes, and/or third parties

STATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share of the Joint Accownt for the
preceding month Such bills shall be accompanted by statements that identily ihe AFE {authority for cxpenditure), fease or facibity, and all
charges and credils summarized by appropriate categorics of investment and expense  Controllable Material shall be scparately identified
and fully described in detzil, or at the Operator’s oplion. Controliable Matcrial may be summerized by major Matenal classi fications
Intangible drilling costs, audit adjustments, and unusual charges and credits shall be separaiely and clearly wdentified

The Operator may make available to Non-Operators any statements and bills required under Section i 2 and/or Section | 3 A {Advances
and Paymenis by the Parties) via email, electronic data interchange, intemet websites of other equivalent clectronic media in lieu of paper
copies The Operator shall provide the Non-Cperators instructions and any necessaty information to access and receive the stalemenis and
bills within the timeframes specified herein. A statemnent of billing shall be deemed as delivered wwenty-four (24) hours (exclusive of
weekends and holidays) after the Operator notifies the Non-Operator that the statement or billing is available on the website and/or sent via
email or clectronic data mterchange transmission Each Non-Operator individually shall elect to receive statements and billings
electromeaily, if avaiiable from the Operator, of request paper copes Such clection may be changed upon thirty (30) days prior wniten
notice 1o the Operator
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3. ADVANCES AND PAYMENTS BY THE PARTIES

A

W L ta

Unless otherwise provided for in the Agreement, the Operator may require the Non-Opcrators 1o advance theie share of the esumated
cash outlay for the succeeding month’s operations within fifteen {15) days aftcr receipt of the advance request or by the first day of
the month for which the advance is required, whichever is later The Operator shall adjust cach monthly billing 1o reflect advances
received from the Non-Operators for such month if a cefund is due, the Operator shall apply the amount 1o be refunded to the
subscquent month’s billing or advance, unless the Non-Opcrator sends the Operator 2 wrilten reguest for a cash refund ‘The Operator
shall remit the refund 1o the Non-Operator within fifieen (15} days of receipt of such written request

Except as provided below, cach Parly shall pay its proporlionate share of all bills in full within fificen {15} days of rccewpt date If
payment 15 nol made within such time, the unpaid balance shall bear interest compounded monthly at the prime rate published by the
Wail Streer Journal on the first day of each month the payment is delinquent, plus three pereent (3%), per annwm, or the maximum
contract rate permitted by the applicable usury Laws govemning the Joint Propeny. whichever is the lesser, plus attorney s fees, court
costs, and other costs in conmection with the collection of unpad amounts [f the Wall Street Jowmnal ceases 1o be published or
discontinues publishing a prime rate, the unpaid balacce shall bear interest compounded moemibly ab the prime rate published by the
Federal Reserve pius (hree percent (3%), per ansum . Interest shal] begin accrung on the Hirst day of the month in which the payment
was duc Payment shall not be reduced or delayed as a result of inguirtcs or anticipated credits uniess the Operator has agreed

Notwithstanding the faregoing, the Non-Operator may reduce payment, provided it fumishes documentation and explanation to the
Operator at the time payment i$ made, to the extent such reduction is caused by:

(1) being billed at an incorrect working mterest or Participating Inferest that is higher than such ion-Operator's actual working
interest or Parncipating Interest, as applicable; or

(2)  being billed for a project or AFE requiring approval of the Parties under the Agrcement that the Non-Opcerator has not approved
or is not ctherwise obiigated to pay under the Agreement, or

{3) being biiled for a property i which the Non-Operator no longer owns a working interest, provided the Non-Operator has
furnished the Operator a copy of the recorded assignment or lefter in-lieu Notwithstanding the foregoing, the Non-Operator
shall remain responsibic tor paying bills attributable to the interest it sold or transferred for any bills rendered during the thirty
{30} day penod follovang the Operator’s receipt of such written notice: or

{4} charges outside the adjusiment period, as provided in Scction § 4 (Adjustments)

4. ADJUSTMENTS

A

Payment of any such bills shall not prejudice the right of any Party to protest or question the correctness thereof; however, all bills
and statements, including payout siatements, rendered during any calendar year shall conclusively be presumed 1o be true and cormect,
with respect only to expenditures, after twenty-four (24} months following the end of any such calendar year, unless within said
period a Party takes specific detailed writlen exceplion therelo making 2 claim for adjustment The Operator shall provide a responsc
10 all written exceptions, whether or not comained in an audit report, within the time perieds prescribed in Section | 5 (Expenditure
Audits}

All adjusimenis mitialed by the Operator, except those described in items (1) through (4) of this Section |4 B, are limited to the
wwenty-four (24} month period following the end of the calendar year in which the original charge appearcd or should have appeared
on the Operator’s Joint Account statement of paycul staicment  Adjusimernis that may be made beyond the twenty-four (24) month
period are limited to adjestments resuiting from the following:

{1} aphysical inventory of Centrollable Material as provided for in Seclion V {fnventories of Controflable Material), or

{2} an offsetting entry {whether in whole or in pan} that is the direct result of a specific joint interest audit exception granted by the
Operator reiating to ancther property, or

{3} agovemmenvTegulatory audit, or

{4y a working nterest ownership or Participating Interest adjustment

5. EXPENDITURE ALDITS

A

A Non-Operator, upon written notice to the Operator and all other Non-Operators, shall have the right o audit the Operator’s
accounts and records relating to the Joint Account within the twenty-four (24) month period following the end of such calendar year m
which such bili was rendercd, however, conducting an audit shall not exiend the time for the taking of writien exeeption to and the
adjustment of accounts ay provided for in Section 14 (ddiustments) Any Party that is subject {0 payout accounting under the
Agreement shail have the right to audit the accounts and records of the Party responsible for preparing the payout statements, or of
the Party fumishing information fo the Party responsible for preparing payout siatements Audits of payout accounts may melude the
volumes of hydrecarbons preduced and saved and proceeds received for such hydracacbons as they pertain o payout accounting
required under the Agreement Unless otherwise provided in the Agreement, audits of a payout account shall be conducted within the
twenty-four (24) month penad followang the end of the calendar year in which the payout statement was readered

Where there are two or more Non-Operators, the Non-Operators shall make every reascnable effont 1o conducl a joint audit in a
manner that will result in 2 minmum of inconvenience to the Operator The Operator shall bear no porien of the Non-Operators’
audit cost incurred under this paragraph unless agreed o by the Operator The audits shall not be conducted more than once cach year
without prior approval of the Operator, except upon the resigration or removal of the Operator, and shall be made at the expense of
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those Non-Opcrators approving such audit

The Non-Operator leading the audit (hereinafier “lead audit compary™) shall issue the audit report within ninety (90) days afier
completion of the audil lesting and analysis;, however, the ninety (30) day ime period shali not extend the twenty-four {24} month
requirement for taking specific detailed writien exception as required in Section 14 A (Adfustments) above Al claims shali be
supporied with sufficient documentation

A timely filed wrilten exception or audit report containing writien exceptions thereinaller “written exceptions™) shall, with respect to
the claims made therein, preclude the Cperator from asserting a statute of limitaions defense against such claims, and the Operator
hereby waives its right (o assert any statute of limitations defense agamst such claims for so long as any Non-Operator continues 10
comply with the deadiines for resoiving exceptions provided in this Accounting Procedure If the Non-Operators fail to comply with
the additional deadlines in Seciton 13 B or [ 5 C, the Operator’s waiver of its rights to assert a statute of limitations defense against
the claims brought by the Non-Operators shall lapse, and such claims shall then be subjeet to the applicable statute of limnations,
rrovided that such waiver shall not lapse in the event thai the Operator has failed to comply with the deadlines in Sectien 15 B or
i5¢

‘The Operator shall provide a written response 1o all exceptions in an audit report within one hundred cighty (130) days afier Qperator
recerves such report Denied exceptions should be accompanted by a substantive response | the Operator fails 1o provide subsiantive
TC5pONSe 10 an exception within thus ong hundred eighty (180) day period, the Operater witl owe interest on that exception of podtion
thereof, »f ulumately granted, from the date i received the audit report Imteresi shali be caiculated using Ihe rate set forth in Section
13 B (Advances and Payments by the Parties)

The icad audit company shal) reply to the Operator’s response to an audit report within ninety (90} days of receipt, and the Operatoy
shall reply to the iead audit company’s follow-up response within ninety {90) days of receipt: provided, however, each Non-Operator
shall have the right to represent isell if it disagrees with the lead audit company’s position or believes the kead audit company is not
adequately fulfilling its duties Unless otherwise provided for in Section | S E, if the Operator fails (o provide substantive response
10 an exception within this nincty (30} day period, the Operator will owe imierest on that exception or portion thereof, if vitmaichy
granted, from the date it received the audit repont Interest shall be calculated using the rate set forth in Section 1.3 B (Advances and
FPayments by the Parties)

If any Parly fails to meet the deadlines in Sections 15 B or 15 C or if any audit 1ssucs are owtstanding fifleen (15) months afier
Operator receives the audit repor, the Operator or any Non-Operator participating in the audit has the right to call a resolution
meeting, as set forth in this Section I 3 D or it may invoke the dispute resolution procedures included in the Agreemeny, if applicable
The meeting will require one month’s writien notice to the Operator and all Non-Operators participating in the audit The meeting
shall be held at the Operator’s effice or mutualiy agreed location, and shail be attended by representatives of the Parties with
authority o resolve such outstanding issues Any Party who fails 1o attend the resolution meeting shall be bound by any resolution
reached at the meeung The lead audil company wil) make good faith effonts to coordinate the response and positions of the
Non-Operator participants throughout the resolution process; however, each Non-Operator shall have the right to represent itself.
Attendees will make good faith effons 1o resolve outstanding issues, and cach Party will be required to present substantive information
supporting its position A resolution meeting may be held as often as agreed (o by the Parties fssues unresolved at onc mecting may
be discussed ar subsequent meetings until each such issue is resclved

if the Agreement contains no dispute resolution procedures and the audil issues cannot be resolved by negotiation, the dispute shali
be submitted 1o mediairon in such event, promptly following once Party’s whitten request for mediation, the Parties to the dispute
shall cheose 2 mutually acceptable mediator and share the costs of mediation services equally  The Pagtics shall cach have present
at the mediaton at least one individual who has the authority o setile the dispute The Parties shall make reasonable efforis to
ensure that the mediation commences within sixty (60) days of the date of the mediation request Notwithstanding the above, any
Party may file 2 lawsuit or complaim (1) if the Pariies are unable afier reasonable eiforis, lo commence mediation within sixty {60}
days of the date of the mediation request, (2) for statwe of limitations reasons, or (3) o seek a preliminary injunclion or other
provisional judicial relief, if in its solc judgment an injunciion or other provisional relief 15 nccessary 1o avoid imeparable damage or
o presecve the status quo. Despite such action, the Parties shall conlinue to ry to resolve the dispute by mediation

{Optional Provision — Forfeiture Penalties}

Iif the Non-Operators fail to meet the deadiine in Section 15.C, any unresolved exceptions that were not oddressed by the Non-
Operators within one (1) year following receipt of the fast substantive response of the Operator shail be deemed to have been
withdrewn by the Non-Operators. If the Operaior fails to meet the deadlives in Section 1.5.8 or 1.5.C, any wiresolved exceptions that
were not addressed by the Operator within one (1) year following receipt of the audit report or receipt of the last substantive response
of the Non-Operators, whichever is later, shall be deemed to have been granted by the Uperalor and adiusiments shall be made.
withowut interest, to the Joint Account

APPROVAL BY PARTIES

A

GENERAL MATTERS

Where an approval or other agreement of the Parites or Nor-QOperators is expressly required under other Sections of this Accounting
Procedure and if the Agreement to which this Accounling Procedure 1s attached containg no contrary provisions in regard thercio, the
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Operator shall netify all Non-Operators of the Operator’s proposal and the agreement or approval of a majority in interest of the
Non-Operators shall be controlling on all Non-Operators

This Section I 6 A applies 1o specific situations of limited duration where 2 Party proposes to change the accounting for charges from
that prescribed in this Accounting Procedure This prowision does not apply 1o amendments to this Accounting Procedure, which are
covered by Section 1 6.8

AMENDMENTS
If the Agreement 1o which this Accounting Procedurc 15 attached contains no contrary provisions in regard thereto, this Accounting

Procedure can be amended by an affirmabve vote of three (3 )yor more Parties, one of which is the Operator,
having a combined working interest of at least ___seventy-five percent (_73.00 %), which approval shall be binding on all Parties,

provided, however, approval of at least one (1) Non-Operator shall be required

AFFILIATES

For the purpose of administering the voting procedures of Sections | 6 A and 1 6 B, if Partics to this Agrecment are Affiliates of each
other, then such Affibates shall be combined and treated as a single Party having the combined working interest or Partioipating
Interest of such Affhates

For the purposes of administering the voting procedures in Section 16 A, if a Nen-Operator is an Affiliate of the Operator, votes
under Section 16 A shall require the majonity m nterest of the Non-Cperator(s) afer excluding the interest of the Operator's

Affiliate

I1. DIRECT CHARGES

The Operator shall charge the Joint Account wath the following fems:

1. RENTALS AND ROYALTIES

Lease rentals and rovaltics patd by the Operator, on behalf of all Partics, for the Joint Operations.

2. LABOR

A

Salaries and wages, including incentive compensation programs as set forth in COPAS MFEL-37 (“Chargeability of Incentive
Compensation Programs™), for:

{1} Operator’s field employees directly employed On-site in the conduct of Joint Opcrations.

{23 Operator’s employees directly employed on Shore Base Facilitics, Offshore Facilities, or other facilities serving the Joint
Propenty if such costs are not charged under Section 1.6 (Fquipment and Facilities Furnished by Operator) or ate not a
function covered under Section [T (Overhead),

(3) Operator’s comployees providing First Level Supervision,

{4) Operator's employees providing On-site Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Section 111 {Overhread,

(5) Operator's employees providing Off-sitc Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Section (11 {Overhead}

Charges for the Operator’s employees identified in Section 11 2 A may be made based on the employee’s actual salaries and wages,
or in lieu thereof, a day rate representing the Operator’s average salanes and wages of the emplovee’s specific job catepory

Charges for personnel chargeable under this Section 11 2 A who are foreign nationals shall not exceed comparable compensation paid
1o an equivalent 1S employee pursuant to this Section 112, unless otherwisc approved by the Parbes pursuant 10 Secion
16 A {General Matters)

Qperator’s cost of holiday, vacation, sickness, and disability benefits, and other customary allowances paid to employees whose
salaries and wages are chargeable to the Joinl Account under Section 102 A, excluding severance paymenis or other tenmimation
allowances Such costs under this Section 1.2 B may be charged on a “when and as-paid basis” or by “peccentage assessment” on the
amount of salaries and wapes chargeable to the Joint Account under Section (1.2 A I perceniage assessment is used, the rate shall
be based on the Operator’s cost experience

Expenditures or contributions made pursuant to assessments imposed by governmental authority that arc applicable to costs
chargeable to the Joint Account under Sections I[ 2 A and B
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D Personal Expenses of personnel whose salaries and wages are chargeable to the Joint Account under Section 112 A when the
expenses are incuived in connection with directly chargeable activities

E.  Reasonable relocation costs incurred in transferming 1o the Joint Property personnel whose salaries and wages are chargeable to the
Joint Account under Section 112 A Notwathstanding the foregoing, relocation costis thal result from reorganization or merger of a
Party, or that are for the primary benefit of the Operator, shall not be chargeable 1o the Joint Account Exwaordinary relacation
costs, such as those mcured as a result of transfers from remote locations, such as Alaska or overseas, shall not be charged to the
Joint Account unless approved by the Partics pursuant to Section | 6 A (General Matters)

F Training costs as specified in COPAS MFi-35 (“Charging of Training Costs to the Joint Account™} for personnel whose salaries and
wages afe chargeable under Section [[ 2 A This training charge shall include the wages, selaries, training course cost, and Personal
Expenses incurred during the training session. The training cost shall be charged or allovated 1o the propenty or properties directly
benefiting from the training The cost of the traming course shall nol exceed prevailing commercial rates, where such rates are
avatlable

G Operator’s current cost of established plans for employee benefits, as described in COPAS MFI-27 {“*Employee Benefits Chargeable
to joint Operations and Subject to Percentage Limitation™), applicable o the Operatoi’s labor costs chargeable to the Joimt Account
under Scctions {12 A and B based on the Operator's actual cost not to exceed the employee benefits limitation pereentage most
recenily recommended by COPAS

H  Award payments to employees, in accordance with COPAS MFL49 (“Awards to Employecs and Contractors™ for personnel whose
salaries and wages are chargeabie under Section j12 A

MATERIAL

Matetial purchased or furnished by the Operator for use on the Joint Property in the canduct of Joint Operations as provided under Section
IV (Material Purchases, Transfers, and Dispositions) Omly such Material shal) be purchased for or transferred to the joint Property as
may be required for immediate use or is reasonably practical and consistent with efficient and economical operations The accumnulation
of surplus stocks shall be avoided

TRANSPORTATION
A Transportation of the Operator’s, Operalor’s Affiliate’s, or contractor’s personnel necessary for Joint Operations

B ‘Transportation of Material between the Joint Propenty and another property, or from the Operator's warehouse or other storage point
to the Joint Property, shall be charged 1o the receiving property using one of the methods listed below Transporiation of Material
from the Joint Property to the Operator’s warehouse or other storage point shall be paid for by the Joint Property using one of the
methods Iisted below:

(1} 17 the actual trucking charge is less than or cqual to ithe Excluded Amount the Operator may charge actual trucking cost of a
theoretical charge from the Rallway Receiving Point to the Joint Property The basis for the theoretical charge is the pet
hundred weight charge plus fuel surcharges from the Railway Receiving Point to the Joint Property The Operator shall
consistently apply the selected alternative

(2} IF the actual trucking charge is grealer than the Excluded Amount, the Operator shall charge Equalized Freight Accessorial
charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and peomit fees shall be charged
directly to the Joint Property and shall not be ncluded when caiculating the Equalized Freight

SERVICES

The cost of contract services, equipment, and utilities used in the conduct of Joint Operations, except for contcact services, equipment, and
utithties covered by Section I1l (Overkead), or Section 11.7 (Affiliates), or excluded under Scetion 119 (Lega! Expense) Awards paid to
wontractors shall be chargeable pursuant to COPAS MFI-49 {“ Awards 1o Employees and Contractors™)

‘The costs of third party Technical Services are chargeable 1o the extent excluded from the overhead rates under Section 11l (Overhead}
EQLIPMENT AND FACILITIES FURNISHED BY OPERATOR
In the absence of a separately negotiated agreement, equipment and facilities furmished by the Operator will be charged as follows:

A The Operalor shall charge the Joint Account for use of Operator-owned equipment and faciitics, including but not limited to
praduction facilities, Shore Basc Facilities, Offshore Facilities, and Ficld Offices, at rates commensurate with the costs of ownership
and operaton The cost of Field Offices shall be chargeable to the extent the Field Offices provide direct service to personnel who
are chargeable pursuant to Section 112 A (Labor) Such rates may include labor, maintenance, Tepairs, other operating expense,
insurance, taxes, depreciation using straight line depreciation method, and interest on gross investment less acownulated depreciation
nottoexceed ____ ten  percent{_ i0.00 %) per annum; provided, however, depreciation shall not be charged when the

COPYRIGHT & 2003 by Council of Petroleurn Accountants Societies, Inc (COPAS)

6




COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc

¢
@)
o
n
w

[ - - T e P

L I B o e ot R -
A - B - - A o T - T R e T S P R X

33

10.

cquipment and faciliies invesiment have been fully depreciated ‘I'he rate may include an element of the estimated cost for
abandonment, reclamation, and dismantlement Such rates shall not exceed the average commercial rates currenily prevailing in the
immediate area of the Joint Property

B In liew of charges in Section 11 6.4 above, the Operator may clect to use average commercial raies prevailing in the immediate area
of the Jomt Property, less twenty percent {20%) If equipment and facilities are charged under this Scction [1 6 B, the Operator shall
adequately document and support commercial rates and shall periodically review and updste the rate and the supporting
dacumentation For automotive cquipment, the Operator may elect to use raies published by the Petroleurmn Motor Transport
Association (PMTA) or such other organization recogmnized by COPAS as the ofMeial source of rates

AFFILIATES

A Charges for an Affiliate’s goods and/or services used in operations requinng an AFE or other authorization from the Non-Operators
may be made without the approval of the Parties provided (i) the Affiliate is idenuified and the Affiliaie goods and services are
specifically detailed in the approved AFE or other authorization, and (1) the total costs for such Affiliale’s goods and services billed
to such individual project do not exceed 5_1,000.00 [f1he total costs for an Affiliate’s poods and services charged 1o such
individual project are not specifically detailed in the approved AFF or authorization or exceed such amount. charges for such
Affiliate shall requive approval of the Parties, pursuant 10 Section 16 A (Ueneral Matters)

B For an Affiliate’s goods and/or services used in operations not requiring an AFE or other authorization from the Non-Qperators,
charges for such Affihiate’s goods and scrvices shali require approval of the Parties, pursuant o Section 1 6 A (General Matters), if the
charges exceed 5_1.000.00 in a given calendar year

C.  The cosl of the Affiliatc’s goods or services shall not exceed average commercial rates prevailling in the area of the Joim Property,
untless the Operator obtains the Neon-Operators’ approval of such rates The Operator shall adequately docwment and support
commercial rates and shall periadically review and update the rate and the supporting documenstion; provided, however,
documentation of commercial rates shall not be required if the Operator obtains Non-Opcrator approval of its Affiliare’s rates or
charges ppor 1o billing Non-Operaters for such Affibate’s goods and services Notwithstending the foregoing, direct charges for
Affiliate-owned communication facilities or systems shall be made pursuant to Section [ 12 (Commstications)

If the Parties fail to designate an amount in Scctions 1 7 A or 1.7 B, in each instance the amount deemed adopled by the Parties as a
result of such omission shal) be the amount established as the Operator’s expenditure limitation in the Agreement [f the Agreement
does not contain an Operator’s expenditure Timitation, the amount deemed adopted by the Parties as a result of such omission shall be
zero dollars (5 0.00)

DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incurred, except 1o the
extent such damages or losses result from a Parly’s or Parties’ gross negligence o wiliful misconduct, in which case such Party or Patics
shall be solely liable

The Operator shall furmsh the Non-Operater written notice of damages or losses incured as soon as practicable afier a report has been
received by the Operator

LEGAL EXPENSE

Recording fees and cosis of handhing, settling, or otherwise discharging litigation, claims, and liens incurred in or resulting from
operations under the Agreement, or necessary to protect o7 recover the Jeint Property, to the extent permitied under the Agreement Costs
of the Operator's or Affiliate’s legal staff or outside atiomeys, including fees and expenses, are not chargeable unless approved by the
Parties pursuant to Section 1 6 A (General Matters) or otherwise provided for in the Agreement

Motwithstanding the forcgeing paragraph, costs for procuring abstracts, fees paid to outside attomeys for title examinations {including
preliminary, supplemental, shui-in royalty opinions, division order tflc opinions), and curative work shall be chargeable o the extent
permitted as a direct charge in the Agreement.

TAXES AND PERMITS

All taxes 2nd permirting fees of every kind and nature, assessed or levied upon or in connection with the Joint Property, or the production
therefrom, and which have been paid by the Operator for the benefit of the Pariies, including penalites and interesi, except to the extent the
penalties and interest result from the Operator’s gross neglipence or willful misconduct

Il ad valorem taxes paid by the Operator are based in whole or in part upon separaic valuations of each Parly’s working witerest, then
notwithstanding any contrary provisions, the charges to the Parties will be made in accordance with the tax value generated by each Party’s
working interest
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Costs of tax consultants or advisors, the Operator’s employees, or Operator’s Affiliate employess in matters regarding ad valorem or other
tax matters, are not permitted as direct charges unless approved by the Parites pursuant to Section | 6 A (General Marters)

Charges to the Jeint Account resulting from sales/use tax audits, including extrapolated amounts and penaltics and interest, are permitted,
provided the Non-Operator shall be aliowed to review the invoices and other underlying source docwnents which served as the basis for
tax charges and 1o deterrnine that the correct amount of taxes were charged to the Joint Account If the Non-Operator is not permitted 0
review such documentation, the salesfuse tax amount shal) not be directly charged unless the Operator can conclusively document the
amount owed by the Joint Account

INSURANCE

iNet premiwns paid for insurance requived lo be carried for Joint Operations for the protection of the Parties If Joim Operations are
conducted at Jocations where the Operator acts as self-insurer in regard to its worker's compensation and employer’s liabality insurance
obligation, the Operator shall charge the Joint Account manual ratcs for the risk assumed in ils self-insurance program as regulated by the
Junisdiction goveming the Joim Property [n the case of offshore operations in federal waters, the manual rates ot the adjacent statc shail be
used for personnel performing work Cn-site, and such rates shall be adjusted for offshore operations by the U S Longshoreman and
Harbor Workers (USL&H) or Jones Act surcharge, as appropriate

COMMUNICATIONS

Costs of acquiring, leasing, installing, operating, repairing, and maintaining communication facilities of systems, including satellite, radio
and microwave faciiities, between the Joirut Propecty and the Operator's office(s) directly responsible for ficld operations in accordance
with the provistons of COPAS MFL-44 (*Field Computer and Communication Systems”} If the communications facilities or systems
serving the Joint Property are Operaior-owned, charges to the Joint Account shal)l be made as provided in Section 116 (Equipment and
Facilities Fumnished by Operator). If the communication facilites or systems serving the Joint Property are owned by the Operator’s
Adffiliate, charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joint Property The Operator
shall adequately document and support commercial rates and shall periodically review and updatc the ratc and the supporting
decumentation

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for Technical Services and drafting 1o comply with ecological, environmental and safety Laws or standards recommended by
Occupational Safety and Health Administration (OSHA) or other regulatory authorities All other labor and functions incurred for
ecological, environmental and safety matters, meluding management, administration, and pennilting, shall be coverced by Sections 112

{Labory, I 5 {Services}, or Section I {Overhead), as applicable

Costs to provide or have available pollution containment and removal equipment plus actual costs of control and cleanup and resulting
respensibilitics of oil and other spills as well as discharges from permitted oulfalls as required by applicable Laws, or other polluton
containment and removal equipment decmed appropniate by the Operator {or prudent operations, are directly chargeable
ABANDONMENT AND RECLAMATION

Costs incurred for abandonment and reclamation of the Joint Property, including costs required by lease agreements or by Laws

OTHER EXPEXDITURES

Any other expenditure not covercd or deait with in the foregoing provisions of this Scetion [1 {Direct Charges), or in Section [ii

{Overhead) and which is of direct benefit 1o the Joint Property and is incurred by the Operator in the necessary and proper conduct of the
loint Operations Charges made under this Seetion 11 15 shall require approval of the Parties, pursuant 1o Section | 6 A {General Matters)

II. OVERHEAD

As compensatton for costs not specifically identified as chargeable 10 the Joinl Account pursuant to Scction 1 (Direct Charges), the Operator
shall charge the Jont Account in accordance with this Section 11

Functions included in the overhcad rates regardless of whether performed by the Operator, Operator’s Affiliates or third parties and regardless
of location, shall include, but not be limited 10, costs and expenses of:

= warehousing, other than for warehouses that are jointly owned under this Agreement

= design and drafling {except when allowed as a direct charge under Sections [L.13, 111 1 A(0), and 111 2, Option B)
& inventory costs not chacgeable under Section V {Inventories of Controllable Material)

*  procurcment

= admimistraton

+ accountng and audibng

= gas dispatching and gas charl integration
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= human resources

* rnanagement

« supervision not directly charged under Section [L 2 (Labor)

+ legal services not directly chargeable under Section [ 9 {Legal Expense)

* taxation, other than those costs identified as directly chargeable under Section 1110 (Taxes and Permits)

+ preparation and menitoring of permits and certifications; preparing regulatory reports, appearances before or meetmgs with
govemmental agencies or other authorities having jurisdiction over the Joimt Property, other than On-site inspections; reviewing,
interpreting, or submitting comments on or lobbying with respect 1o Laws or proposed Laws

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses of personnel performing
overhead functions, as well as office and other related expenses of overhead funcuions

OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but not chargeable under Section I1 {Direct Charges) and not covered by other provisions of this
Section 11, the Operator shall charge on either

B (Afternstive 1) Fixcd Rate Basis, Section T 1 B
O (Alternative 2) Percentage Basis, Section 131 C

A TECHNICAL SERVICES
(1) FExcept as otherwise provided in Section Ll 13 {Ecological Environmental, and Safery) and Section Ut 2 (Overhead - Major
Construction and Catasirophe), or by approval of the Parties pursuant o Section | 6 A (General Matters), the salarics, wages,
related payroli burdens and benefits, and Personal Expenses for On-site Technical Services, including third party Technical

Services:

M (Alternative 1 - Direct) shall be charged direct to the Joint Account

O (Alternative 2 - Overhead) shall be covered by the pyverhead rates

{il) Except as otherwise provided in Section [l 13 {Ecolagical. Environmental, and Safety) and Section Ui 2 (Overhead - Major
Consiruction and Catastrophe). or by approval of the Parties pursuant to Section [ 6 A (General Matters), the salanics, wages,
related payroll burdens and benefits, and Personal Expenses for Offesife Technical Services, meluding third party Technical
Services:

O {Alternative 1 - All Qverhead} shall be covered by the overhead rates

E]  (Alternative 2 - All Direct) shall be charged direct to the Joint Account

] (Alternative 3 - Drilling Direct) shall be charged direct to the Joint Account, only to the extent such Technical Services
are directly attributable to drilling, redrilling. deepening, or sidetracking operations, through completion, lemporary
abandonment, or abandonment if a dry hole Off-site Technical Services for all other operations, including workover,
recompletion, abandonment of producing wells, and the construction or expansion of fixed assets not covercd by Section
1L 2 {Overhead - Major Construction and Carastrephe} shall be covered by the overhead rates

Notwithstanding anything to the contrary in this Section ii], Technical Services provided by Operator’s Affiliates are subject to limitations
set forth in Scction 11 7 {4ffifiates) Charges for Technical personnel performing non-technical work shall not be governed by this Section
i1 A, but instead governed by other provisions of this Accounting Procedure relating (o the type of work being performed
OVERHEAD—FIXED RATE BASIS
{13 The Operator shall charge the Joinl Account at the following rates per well per month
Dnlimg Well Ratc per month § 8000 00 {protated for less than a full month)
Producing Well Rate per month $_800.a0
(2)  Applicauon of Overhcad—Drilling Well Rate shall be as follows:
{a) Charges for onshere drilling wells shall begin on the spud date and terminate on the date the drilling andfor completion
equipment used on the well is rcleased. whichever occurs later Charges for offshore and inland waters drilling wells shall
begin on the date the drilling or completion equipment arvives on location and leminate on the date the drilling or completion

equipment moves off location, or is released, whichever occurs first No charge shail be made during suspension of drilling
and/or completion operations for fifteen (15) or more consecutive calendar days
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Charges for any well undergoing any type of workover, recompletion, andfor abandenment for a period of five (3) or more
consecutive work—days shall be made at the Drilling Well Rate Such charges shall be applicd for the penod from date
operations, with Tig or other units used in operations, commence through date of rig or other unil release, except that no charges
shall be made during suspenston of operations for fiftcen (15) or more consecutive calendar days

{3} Application of Overhead—Producing Wel) Rate shail be as follows

(a)

(b)

fc)

(d)

e

An active well that is produced, injected into for recovery or disposal, or used to obtain water supply 1o support operations for
any portion of the month shall be considered as a one-well charge for the entice month

Each active completion in 2 multi-completed wel! shall be considered as a one-well charge provided cach completion is
considered a separate well by the goveming regulatory authority

A onc-well charge shall be made for the month in which plugging and abandonment operations are completed on any well,
unicss the Drilling Well Rate applies, as provided in Scctions HL1 B (2){a) or {b) This one-well charge shail be made whether
of nok the well has preduced

An active gas well shut in because of overproduction or failure of a purchaser, processor, or transporter 1o take production shall
be considered as a one-well charge provided the gas weil is directly connected to a permanent sales outlet

Any well not meeting the criteria set forth in Sections 11l 1 B (3} (a). {b}, (c). or (d) shall not qualify {or a producing overhead
charge

(4) The well rates shall be adjusied on the first day of April each year following the effective date of the Agreement, provided,
however, if this Accounting Procedure 15 attached to or otherwise goveming the payout accounting under a farmout agrecment, the
rates shall be adjusted on the fiest day of April each year following the effective date of such facmout agreement The zdjustment
shall be computed by applying the adjustiment factor most recently published by COPAS The adjusted rates shall be the initial or
amended rales agreed to by the Parties increased or decrcascd by the adjustment factor described herein, for each year from the
effective date of such rates, in accordance with COPAS MF)-47 (~ Adjustment of Overhcad Rates™)

€ OVERHEAD—PERCENTAGE BASIS; Deleted

(i) Operator shall charge the Joint Account at the following rates:

(2)

b}

Development Rate percent ( ) % of the cost of development of the Joint Property, exclusive of costs

provided under Section 11 9 (Legaf Expense) and all Material salvage credits

Opcrating Rate percent { %) of the cost of operanng the Joint Property, exciusive of costs
provided under Sections LI 1 (Rentals and Royalties) and 119 {Legal Expensey, all Marerial salvage credits, the value
of substances purchased for enhanced vecovery, all property and ad valorem taxes, and any other texes and assessments that
are levied, assessed, and paid upon the mineral interest in and to the Joint Property

{2} Application of Overhead—Pcrcentage Basis shall be as follows:

(2)

(b)

The Developiment Rate shall be applied 1o ali costs in connection with:

(il  drilling, rednlling, sidetracking, or deepemng of a well

i) a well undergoing plugback or workover operations for a period of five (5) or more consecutive work-days

[m] preliminary expenditures necessary in preparaiion for drilling

[v] expenditures incurred in abandoning when the well is not completed as 2 producer

lv) construction or installation of fixed assers, the expansion of fixcd asscts and any other project clearly discemible as a
fixed asset, other than Major Consiruction or Catastrophe as defined in Section {f] 2 (Overhead-Major Construction
and Catasirophe)

The Operating Rate shall be applied 10 all other costs in connection with Joint Operations, except those subject 1o Section 1112
(Overhead-Major Construction and Catastrophe)

2. OVERHEAD—MAJOR CONSTRUCTION AXD CATASTROFHE

To compensate the Operator for overhead costs incumed in connection with a Major Construction project or Catastrophe, the Operator
shail either negotiate a rate prior (o the beginming of the project, or shall charge the Joint Account for overhead based on the following
raes for any Major Construction project in excess of the Operalor’s expenditure limit under the Agreement, or for any Catastrophe
regardless of the amount if the Agreement 10 which this Accounting Procedure is attached docs not contain an expenditure limit, Major
Construction Overhead shall be assessed for any single Major Construction project costing in excess of $100,000 gross
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Major Construction shall mean the construction and installation of fixed assets, the expansion of fixed assels, and any other project clearly
discermible as a fixed asset required for the devclopment and operation of the Joint Property, or in the dismantlement, abandonment,
removal, and restoration of platforms, produciton equipment, and other operating facilities

Catastrophe is defined as a sudden calamitous event bringing damage, 10ss, of destruction 10 propery of the environment, such as a ol
spill, blowout, cxplosion. fire, storm, hurricane, or other disasier The overhead rate shall be applied to those costs necessary 1o restore the

Jeint Property to the equivaient condition that existed prior to the event

A I the Operator absorbs the engineenng, design and drafting cosis related 10 the project;

{1} 5 % of total costs i such costs are Jess than $100,000; plus
{1 3 % of total costs i excess of $100,000 but less than §1.000,000; plus
(3) ___ 1 9% oftotal costs in excess of $1.000.000

B Ifthe Qperator charges engineering, design and drafting costs related to the project directly 10 the Joint Account:

() 5 % of total costs if such costs are less than 100,000, plus
(2) 3 % of towsl costs in excess of $100,000 but iess than 31,000,000, plus
(3) | % of total costs in excess of $1,000,000

Total cost shail mean the gross cost of any one project For the purpuse of this paragraph, the componemt parts of a single Major
Construction project shall not be treated separately, and the cost of drilling and workover wells and purchasing and instaliing pumping
units and downhole amficial hit equipment shall be excluded For Catastrophes, the rates shall be apphied to all costs associated with each
single occurrence or event

COm each project, the Operator shal) advise the Nen-Operator{s} in advance which of the above oplions shali apply

For the purposes of calculating Catastrophe Overhead, the cost of drilling relief wells, substitute wells, or conducting vther well operations
directly resulting from the catastrophic event shall be inciuded Expenditures to which these rates apply shall not be reduced by salvage or
nsurance recovenes Expenditures that qualify for Major Construction or Catastrophe Overhead shal) not qualify for overhead under any

other overhead provistons

In the event of any confiict between the provistons of this Section 111 2 and the provisions of Scctions 1 2 {Labor}, I 5 (Services), or 11 7
{Affiliates). the provisions of this Section 11 2 shali govern

AMENDMENT OF OVERHEAD RATES

The overhead rates provided for in this Section 1l may be amended from time 1w time if, in praclice, the rawes are found to be insufficient
of excessive, in accordance with the provisions of Section 1 6 B (Amendments)

IV. MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS

The Operator is responsible for Joint Account Material and shail make proper and timely charges and credits for direct purchases, transfers. and
dispositions The Operator shall provide all Material for use in the conduct of Toint Operations; however, Matecial may be supplied by the Non-
Operators, at the Operator's option Matenal furmished by any Party shall be fumished without any express of implied warraniics as o quality,
fitness for use, or any other matter

1.

DIRECT PURCHASES

Direct purchases shall be charged to the Joint Account at the price paid by the Operator afier deduction of all discounts received. The
Operator shall make good faith efforts o take discounts offered by suppliers, but shall nor be hable Tor falure 10 take discounis except 10
the extent such faiiure was the result of the Opcrator’s gross negligence or wiliful misconduct. A direct purchase shall be deemed 1o occur
when an agreement is made between an Operator and a third party for the acquisition of Material for a specific well site or location
Material provided by the Operator under “vendor stocking programs,” where the initial use is for a Joinl Property and titie of the Material
does not pass from the manufacturer, distributor, or agent until usage, 15 considered a direct purchase If Materia) is found to be defective
of 15 returmed to the manufaclurer, distributor, or agent for any other reason, credit shall be passed to the Joint Account within sixty (60)
days after the Operator has received adjustment from the manufacturer, distributor, or agent
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A transfer is determined to occur when the Operator (i} fumishes Material from a storage facility or from another operated propenty. (i) has
assumed liabibty for the storage costs and changes in value, and (i) has previously secured and held Gile 1 the transferred Matenal

Similarly, the removal of Material from the Joint Propenty (o a storage facility or to another operated propenty is also considered a transfer;
provided, however, Material that is moved from the Joint Propenty to a storage location for safe-keeping pending disposition may remam
charged to the Joint Account and is not considered a transfer Maltcrial shall be disposed of in accordance with Section IV 3 (Disposition of
Surpius) and the Agreement to which this Accounting Procedurc s attached

PRICING

The value of Material transferred to/from the Joint Property should generally reflect the market value on the date of physical transfer
Regardiess of the pricing methed used, the Operator shall make availabic to the Non-Operators sufficient documentation 1o verify the
Material valuation. When higher than specification grade or size tubulars are used in the conduct of Joint Cperations, the Operator
shall charge the Joint Account at the equivalent price for well design specification wbulars, unless such higher specification grade or
sized tubulars are approved by the Parties pursuant to Section 16 A (General Matters) Transtors of new Material will be priced
using onc of the following pricing methods, provided, however, the Operawor shall use consistent pricing methods, and not alternate
between methods for the purpose of choosing the method most favorable to the Operator for a specific transfer:

(1) Using published prices in cffect on date of movement as adjusted by the appropriate COPAS Historical Price Muitipiier {HPM)
or prices provided by the COPAS Computerized Equipment Pricing System (CEPS)

{a) For oil country tubulars and line pipe, the published price shall be based vpon zastern mill carload base pnees (Houston,
Texas, for special end) adjusted as ol date of movement, plus ransponation cost as defined in Section 1V 2 B (Freight)

{b) For other Material, the published price shall be the published list price in eflfect a1 dae of movement, as listed by a Supply
Store nearest the Joint Property where hke Material is normally available, or pomt of manufacture plus transperiation
costs as defined in Section IV 2 B (Freight)

(2} Based on a price quotation from a vendor that reflects 2 curent realistic acquisition cost

{3) Based on the amount paid by the Operator for like Matenal n the vicinity of the Jownt Property within the previous twelve (12)
months from the date of physical transfer

{4) As agreed 10 by the Paticipating Parties for Matenial being transferred to the Joint Froperty, and by the Parties owning the
Material {or Maierial being transferred from the Joint Property

FREIGHT

Transportation costs shall be added o the Matenal transfer price using the method prescribed by the COPAS Computenzed
Equipment Pricing System (CEPS) If not using CEPS, transportation costs shall be calculated as follows:

(1) Transpomation costs for oil country tubulars and line pipe shali be calculated using the distance from eastern mill 1o the
Railway Receiving Point bascd on the carload weight basis as recommended by the COPAS MFI-38 (“Material Pricing
Manual”) and other COPAS MFis i effect at the time of the transfer

(2) Transportation costs for special mill items shall be caleulated from that mill's shipping point to the Raibway Receiving Poim
For ransportation costs from other than eastern mills, the 30,000-pound interstate truck cate shail be used Transportation costs
for macarom 1ubing shall be calculated based on the imerstate truck rate per weight of wbing transferred to the Rarway
Receiving Point

{3) Transportation costs for special end tubular goods shall be calculated using the mterstate truck rate from Houston, ‘Texas, to the
Rariway Receiving Point

(4} Transporiation costs for Material other than that described in Sections [V 2 B (1} through (3}, shall be calculated from the
Supply Store or point of manufaciure, whichever is appropriate, to the Railway Receiving Point

Regardless of whether using CEPS or manually calculating transportation costs, transportation costs from the Railway Receiving Point
10 the Joint Property are in addition to the foregoing, and may be charged to the Joint Account based on actual costs incurred All
franspomation costs are subject 1o Equalized Freight as provided in Section [T 4 {Fransporiation) of this Accounting Procedure

TAXES
Sales and use taxes shall be added lo the Material transfer price using cither the method contained in the COPAS Computerized

Equipment Pricing Systerm (CEPS) or the applicable tax rate in effect for the Joint Property al the time and piace of fransfer In zither
case, the Joint Account shall be charged or credited at the rate that would have governed had the Material been a direct purchase
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(2)

(3)

(4)

(5)

Condilion “A” — iNew and unused Materia) in sound and serviceable condition shall be charged at one hundred pereent (100%)
of the price as determined in Scetions [V 2 A (Pricing), IV 2 B (Freight), and 1V 2 C (Taxes) Material transferred from the
Joini Property that was not placed in service shall be credited as charged without gain or loss; provided, however, any unused
Material that was charged 10 the Joint Account through a direct purchase will be credited to the Joini Account at the original
cost paid less restocking fees charged by the vendor New and unused Material transferred from the Joint Property may be
credited at a price other than the price eriginally charged to the Joint Account provided such price is approved by the Parttes
owning such Material, pursuant to Scction | 6 A (General Maiters) Al refurbishing costs required or necessary to retum the
Material to original condition or to correct handling, ransportation, or other damages will be bome by the divesting property
The Joint Account is responsible for Macrial preparation, handling, and transportation costs for new and unused Material
charged to the Joimt Property either threugh a direct purchase or transfer Any preparation costs incurted, including any intemal
or external coating and wrapping, will be credited on new Material provided these services were not repeated for such Material
for the receiving property

Condition “B” = Used Material in sound and serviceable congition and suitable for reuse without reconditioning shall be priced
by multiplying the price determined in Scctions 1V 2 A (Pricing), IV 2 B (Freight), and IV 2 C (Taxes) by scventy-five percent
(75%)

Except as provided in Section 1V 2 D(3), all reconditioning costs required to retum the Matenal 10 Condition “B” or to correct
handling, transporiation or other darnages will be bome by the divesting property

If the Material was originally charged to the Jont Account as used Material and placed in service for the leint Property, the
Material will he credited at the price determined in Sections [V 2 A (Pricing), 1V 2 B (Freight). and IV 2 C (Taxes) multiplied
by sixty-five percent (65%)

Unless otherwise agreed to by the Parties that paid for such Matenal, used Material transferred from the Joint Property that was
not placed in service on the propeny shall be crediied as charged without gain of loss

Condition “C™ - Material that is not in sound and serviceable condivon and not suitable {or its original function unbl aller
reconditioning shall be priced by multiplying the price determined in Sections [V 2 A (Pricing), IV 2 B (Freight), and IV 2C
{ Taxes) by fifty percent (50%)

The cost of reconditioning may be chacged to the receiving property to the exwent Condition “C” value, plus cost of
reconditioning, does not exceed Condition “B7 value

Condition “D” - Matenal that {i} is no longer suitable for its original purpose bul useable for some other purpose, {ii} is
obsalete, or (i1} docs not meet oniginal specifications but shll has value and can be used in other applications as a substitute for
nems with different specifications, is considered Condition “D” Matenal Casing, tubing, or drill pipe used as line pipe shall be
priced as Grade A and B seamnless line pipe of comparable size and weight Used casing, wbing, oF drill pipe utilized as line
pipe shall be priced at used Jine pipe prices Casing, tubing, or drill pipe used as higher pressure service lines than standard line
pipe, & ., power oil lines, shall be priced under normal pricing procedures {or casing, tubing, or drill pipe Upset tubular goods
shall be priced on a non-upset basis For other items, the price used should result in the Joint Account being charged or credited
with the value of the service rendered or use of the Material, or as agreed 1o by the Parties pursuant 1o Section 1 6 A (General
Maiters)

Condition “E” — Junk shall be priced at prevailing scrap value prices

OTHER PRICING PROVISIONS

()

2}

Preparation Cosis

Subjeet to Seetion Il (Direet Charges) and Section 111 {(verhead) of this Accounting Procedure, costs incurred by the Operator
in making Matcrial serviceable including mspection, third party survetllance services, and other similar services will be charged
to the Joint Accounl at prices which reflect the Operator’s actual costs of the services Documentation must be previded 1o the
Non-Operators upon request to support the cost of service New coating and/or wrapping shall be considered a component of
the Materials and priced in accordance with Sections V.1 (Direct Purchases) or IV 2 A (Pricing), as applicable. No charges or
credits shall be made for used coating or wrapping Charges and credits for inspections shall be made in accordance with
COPAS MFI1-38 (“Material Pricing Manual™)

i.cading and Unlcading Costs

Loading and unloading costs related to the movement of the Material 10 the Joini Property shall be charged in accordance with
the methods specified in COPAS MFI-38 (“Material Pricing Manual™}

COPYRIGHT © 2005 by Council of Pewroleum Accountants Societies, Inc (COPAS)
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3. DISPOSITION OF SURPLUS

Surplus Material is that Material, whether new or used, that is no longer required for Joint Operations The Operator may purchase, but
shall be under no obligation to purchase, the mterest of the Non-Operators i surplus Material

Dispositions for the purpose of this procedure are considered 1o be the relimquishment of title of the Matcrial from the Joint Propenty to
either a third paty, a Non-Operator, of to the Operator To avoid the accumulation of surplus Materia), the Operator should make good
faith effons 1o dispose of surplus within twelve (12) months through buy/sale agreements, trade, sale to a third party, division in kind, or
other dispositions as agreed to by the Parties

Disposal of surplus Materials shall be made in accordance with the terms of the Agreement 10 which this Accouniing Procedure is
attached 1f the Agreement contains no provisions goveming disposal of surplus Matenal, the followimg terms shall apply:

= The QOperator may, through a sale 1o an unrelated third party or entity, dispose of surplus Material having 2 gross sale value that
is dess than or equal to the Operator’s expenditure limit as set forth in the Agreement to which this Accounting Procedure 1s
attached without the prior approval of the Pamies owning such Material

& Il the gross sale value exceeds the Agreement expenditure limit, the disposal must be agreed to by the Parties owning such
Material

= Operator may purchase surplus Condition “A™ or *B” Material without approval of the Parties owning such Materal, based on
the pricing methods set forth in Section IV 2 {Transfers)

t Operator may purchase Condition “C™ Matenal without prior approval of the Parties owning such Material if the value of the
Materials, based on the pricing methods set forth in Section IV 2 {Transfers), is less than or equal to the Operator’s expenditure
limitation set forth in the Agreement The Operator shall provide documentation supporting the classification of the Material as
Condition C

= Qpetator may dispose of Condition “D7" or “E” Material under procedures normally utilized by Operator without prior approval
of the Parties owming such Matenal

4. SPECIAL PRICING PROVISIONS

A

PREMIUM PRICING

Whenever Material is available only a1 inflaied prices due 1o national emergencies, sirikes, government imposed foreign (rade
resirictions, ot other unusual causes over which the Operator has no control, for direct purchase the Operator may charge the Joint
Account for the required Material at the Operator’s actual cost incurred in providing such Material, making it suitable for use, and
moving it to the Joint Property Material wransferred or disposed of during premmum pricing situations shall be valued in accordance
with Section 1V 2 {Transfers) or Section 1V 3 (Disposition of Surplus), as applicable

SHOP-MADE ITEMS

flems fsbricated by the Operator’s employees, of by contract laborers under the directton of the Operator, shall be priced using the
value of the Material used to consiruct the item plus the cost of labor to fabricate the item If the Material 15 from the Operator’s
setap o junk account, the Matenial shall be priced at either nwenty-five percent (25%) of the current price as determined in Seclion
IV 2 A {Pricing} or scrap value, whichever is higher In no evem shall the amount charged cxceed the value of the item
commensurate with is use

MILL REJECTS
Mil rejects purchased as “limiled service™ casing of tubing shall be priced at eighty percent {80% ) of K-35/1-55 price as determined in

Section [V 2 {Fransfers) Line pipe convened 0 casing or tubing with casing or tubing couplings attached shall be priced as K-55/)-
35 casng or wbing at the nearest $ize angd weight

V. INVENTORIES OF CONTROLLABLE MATERIAL

‘The Operator shall maintain records of Controllable Material charged fo the Joint Account, with sufficient detail to perform physical inveniories

Adjusiments 1o the Joint Account by the Operator resulting from a physical inventory of Controllable Material shall be made within twelve (12)
months following the iaking of the mventory or receipt of Non-Operator inventory report Charges and credits for overages or shortages will be
valued for the Joint Account in accordance with Section [V 2 (Transfers) and shall be based on the Condition "B prices in effect on the date of
physical inventory unless the invemorying Parties can provide sufficient evidence another Material condition applics

COPYRIGHT € 2005 by Council of Perrolesm Accountants Socicties, Inc (COPAS)
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1.

DIRECTED INVENTORIES

Physical inventorics shali be performed by the Operator upon writien request of a4 majority in working interests of the Non-Operators
{hereinafter, “directed inventory™), pravided, however, the Operator shall not be requited to perform directed inventories more frequently
than once every five (5) years Directed inventorics shall be commenced within one hundred cighty (180} days after the Operator receives
written notice that 2 majority in interest of the Non-QOperators has requested the inventory  All Parties shall be governed by the results of

any directed nventory. !

Expenses of directed inventories wili be bome by the Joint Account, provided, however, costs associated with any post-report follow-up
work in sentling the inventory will be absorbed by the Party mowrring such costs The Operator 15 expected 1o exercise judgment in keeping
expenses within reasonable limits Any anticipated disproportionate or extraordinary costs should be discussed and agreed upon prior 10
commencement of the inventory Expenses of direcied inventories may include the following:

A A per diem rate for each inventory person, representative of actual salaries, wages, and payroll burdens and benefiis of the personnel
performing the inventory of a raic agreed o by the Parties pursuant to Section | 6 A (General Matters) The per diem rate shall also
be applied to a reasonabie number of days for pre-inventory work and report preparation

B Actual transpornation costs and Personal Expenses for the inventory team

C  Reasonable charpes for repor preparation and disttibution to the Non-Qperators

NON-DIRECTED INVENTORIES

A OPERATOR INVENTORIES

Physical inventories thal are not requested by the Non-Operators may be performed by the Operator, at the Operator’s discretion The
expenses of conducting such Operator-initiated inventonies shall not be charged to the Joint Account

B NON-OPERATOR INVENTORIES

Subject to the terms of the Agreement o which this Accounting Procedure is atiached, the Non-Operators may conduct a physical
inventory at reasonable times at their sole cost and risk after giving the Operator at least ninety (90} days prior written notice The
Non-Operator inventory report shall be furnished to the Operator in writing within ninety {90) days of completing the inventory
ficidwork.

€ SPECIAL INVENTORIES

The expense of conducting inventories other than those described m Sections V.1 (Directed Inventories). V2 A (Operator
fnventories), or ¥ 2 B (Non-Operator Inventories), shall be charged 1o the Party requesting such mventory, provided, however,
inventories required due 10 a change of Operator shall be charged to the Joint Aecount in the same manner as described in Section
V1 (Directed Inventories)

COPYRIGHT € 2005 by Council of Petroleurn Accountanis Societies, Inc (COPAS)
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EXHIBIT “D*
INSURANCE

Attached to and made a part of that certain Operating Agreement dated
December 1, 2024, by and among Fasken Oil and Ranch, Ltd., as Operator,
and Chief Capital (O&G) II LLC, et al., as Non-Operators.

The Operator shall carry the following minimum insurance to cover the risks of
accident and/or damages to persons and/or property which may occur in the course of
Operations conducted under this agreement, a proportionate part of the premium on such
insurance, determined on some equitable basis consistent with Operator’s accounting
practice, to be charged to the Joint Account.

Required Insurance Coverage. Before commencing operations hereunder,
Operator shall obtain and maintain and shall require each of its contractors and
subcontractors hereunder to obtain and maintain, the following insurance:

Workman’s Compensation as required by state laws.

Employers Liability Insurance conforming to State Law.

Comprehensive General Liability with limits of not less than $1,000,000 Bodily
Injury and Property Damage, combined single limit.

Comprehensive Automobile Liability with coverage for all owned, hired and non-
owned vehicles with limits of not less than $1,000,000 Bodily Injury and
Property Damage, combined single limit,

Proof of Coverage. Upon Non-Operators request, Operator shall furnish Non-
Operator with a certificate(s) acceptable to Non-Operator from Operator’s insurance
carriers and its contractor’s carriers evidencing such insurance and indicating waiver of
subrogation and designating Non-Operator as an Additional Insured. Further, such
insurance shall endeavor to give at least thirty {30) days notice to Non-Operator prior to
cancellation of insurance.

Additional Coverage. The foregoing insurance requirements set forth the
amounts and types of insurance considered minimal by Non-Operator.  Such
requirements do not constitute limitations on the amount or type of insurance Operator
may wish to carry and in no event shall any insurance coverage of any amount
whatsoever be considered a limitation on any obligation hereunder of Operator.

In addition fo the above referenced types of insurance, Operator may, but is not
required to, carry Cost of Control and Extra Expense Insurance coverage or similar
coverage with a three million ($3,000,000) limit. The actual premiums paid for all
insurance shall be charged on a pro-rata basis to the Joint Account of the parties hereto.
Notwithstanding the foregoing, non-operators shall have the option upon ten (10) days
written notice to Operator prior to commencement of drilling operations on the contract
area 1o elect not to be covered by Operator’s Cost of Control and Extra Expense
Insurance and associated premiums.

MLandiMike Wallace\New Mexico ProspectsiBaetz Prospect (NM-112)\Baetz 27 22 Wells - Titus Thai CurntOAUOA
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EXHIBIT "E"

GAS BALANCING AGREEMENT

ATTACHED TO AND MADE A PART OF OPERATING
AGREEMENT
DATED DECEMBER 1, 2024, BETWEEN
FASKEN OIL AND RANCH, LTD., AS OPERATOR,
AND CHIEF CAPITAL (O&G) It LLC, ET AL, AS NON-
OPERATORS
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GAS BALANCING AGREEMENT

REFERENCE is made to the Operating Agreement dated December 1, 2024, between Fasken Ot
and Ranch, Ltd., as Operator, and Chief Capital (O&G) 11 LLC, et al as Non-Operators

In consideration of the mutual obligations and benefits set forth herein the Parties hereto
agree as follows:

ARTICLE]
DEFINITIONS

For the purposes hereof, the terms set forth below are defined as follows:

l. "Owperating Agreement” is the above-described Operating Agreement.

2. "Operator” is the Party then acting as Operator under the Operating
Agreement at any relevant time hereunder.

3. "Party" or "Parties” are those persons, corporations, partnerships or
other entities which have executed this agreement and own a working interest
in the gas rights in and under the Contract Area.

4, "Gas" includes natural gas produced from gas wells and casinghead
gas {which is all gas produced with crude oil), but does not include liquid
hydrocarbons recovered by lease equipment.

5. “Balance" is the condition occurring when a Party has utilized, taken
or sold (whether individually or through its purchaser} its exact ownership
share (as such term defined in Article 111 below) of all gas produced and sold
at any relevant time hereunder.

6. "Owverproduced” is the condition occurring when a Party has utilized,
taken or sold (whether individually or through its gas purchaser) a cumulative
percentage of gas produced and sold in excess of its ownership share at any
relevant time hereunder.

7. "Underproduced” is the condition occurring when a Party has utilized,
taken or sold (whether individually or through its gas purchaser) a cumulative
percentage of gas produced and sold less than its ownership share at any
relevant time hereunder.

8 "Taking" gas is the condition occurring when a Party is utilizing,
taking or selling {whether individually or through its purchaser) a portion of
gas being produced and sold.

9. "Make-up" right is the right of an Underproduced Party to take more
than its full share of the gas produced and sold in an effort to become balanced
and is more specifically defined in Article VIII below.

10. "Permanent Cessation of Production™ occurs on the earliest date upon
which one of the following occurs: (1) gas production ceases, no attempt is
made to restore production within sixty (60) days thereafter and one or more
Parties then owning at least fifty percent (50%) of the working interests in the
gas rights in such formation of such well desire to plug and abandon said well,
or recomplete the well in a different formation; (2) such well is plugged or
recompleted in a different formation; or (3) all Parties agree that such
formation has permanently ceased producing.

ARTICLE ]
APPLICATION OF AGREEMENT

Unless otherwise agreed in writing, this agreement shall apply separately as to each producing
formation in each well located in and on the Contract Area.



ARTICLE 1I]
OWNERSHIP OF GAS IN PLACE

The Parties own the working interests in the gas rights in and under the Contract Area in
accordance with the working interest percentages or shares of participation (hereinafter referred to as
"ownership share” or simply "share™) set forth in Exhibit "A" to the Operating Agreement (or
elsewhere therein) or as otherwise agreed upon by the Parties.

ARTICLE IV
OWNERSHIP OF GAS PRODUCED AND SOLD
Except as otherwise set forth herein, each Party has the right to take its ownership share of
gas produced and sold as provided in the Operating Agreement. If at any time a Party fails to take its
full ownership share of gas produced, then the terms of this agreement shall automatically apply
without notice to any Party.

ARTICLE V
RIGHTS TO OVERPRODUCTION

During any period when any Party is not taking its full share of gas produced and sold, the
other Parties shall be entitled to take, in addition to their own shares, proportionate shares of the gas
such Party is not taking. The right to take such additional amounts of gas is subject, however, to the
following limitations:

(&) Underproduced Parties shall always have the superior right to make-up
preduction as set forth in Article VIII below; and

) If 2 Party ("fully-produced Party") has already taken its full share of the
estimated recoverable reserves (as determined by Operator from time to time) and
there is then at least one underproduced Party willing and able fo take the gas, such
fully-produced Party shall have no right to take any of the gas unless otherwise agreed
by the Parties.

Notwithstanding anything to the contrary herein, all Parties shall always be entitled to their
full shares of all liquid hydrocarbons recovered by lease equipment {subject to the terms of the
Operating Agreement), but any Party taking gas produced, whether in accordance with its ownership
share or not, shall own all of such gas taken.

ARTICLE VI
ACCOUNTING FOR OVERPRODUCTION AND UNDERPRODUCTION

Each Party who takes gas shall furnish Operator monthly statements of all gas volumes taken,
the prices received therefor and the disposition of those volumes (i.e. whether contract purchases, spot
sales, own use or other). Such statements shall be furnished to Operator on or before the 25th day of
the month following the month during which the gas was produced. On a cumulative basis, (a) each
underproduced Party shall be credited with a volume of gas equal to its full share of the gas produced
from the Contract Area, less its share of gas used in lease operations, vented or lost, and less that
portion which such underproduced Party took; and (b) each overproduced Party shall be debited with
a volume of gas equal to the excess which it has actually taken over its full share of the gas produced
from the Contract Area less its share of gas used in lease operations, vented or lost.

ARTICLE VII
GAS BALANCING STATEMENTS

At all times while there is gas production, Operator will maintain a current account reflecting
the overproduced and underproduced status of each Party and will furnish all Parties monthly
statements showing the total quantity of gas produced, the amount used in lease operations, vented or
lost, the total quantity of gas taken by each Party and the monthly and cumulative overproduction and
underproduction of each Party. Such statements ("gas balancing statements') will be furnished to the
Parties by no later than the end of the second month following the month of production, unless
Operator is prevented from doing so because of a lack of pertinent information in which event the gas
balancing statements will be fumished immediately upon Operator's receipt of all pertinent
information.



ARTICLE VI

VOLUME BALANCING (MAKE-UP RIGHTS)

Upon timely written notice to Operator {(as determined by Operator), any Party not previously
taking gas may begin taking gas at any time, subject to the limitations set forth in Subpart (b} of
Article V above. Further, upon timely written notice to Operator {as determined by Operator), any
underproduced Party may at any time take, in addition to its full share of gas produced, the following
quantities of gas ("make-up gas").

{a) Up to fifty percent (50%) of the shares of gas of all overproduced Parties who
are then taking; plus,

(b} All of the gas attributable to the share of any Party who is not then taking gas.

If there is more than one underproduced Party taking make-up gas at any time, each such
underproduced Party shall take that proportion of the make-up gas which its cumulative
underproduction bears to the cumulative underproduction of all underproduced Parties then taking
make-up gas.

ARTICLE IX
CASH BALANCING

Cash balancing will be occur: 1} within ninety (50} days of the anniversary date of this
Operating Agreement, Operator shall annually determine the accounting of underproduction and
overproduction of the Parties, or 2) within ninety (30) days of the sale of any Working Interest
Owner’s interest to this Operating Agreement to any another party or 3} within ninety (90) days of
permanent cessation of production of gas, Operator shall determine the final accounting of
underproduction and overproduction of the Parties and shall furnish a statement reflecting the same
to each of the Parties. Within thirty (30) days of receipt of such statement, each overproduced Party
shall remit to Operator (for disbursement to the underproduced Parties) a sum of money (which sum
shall not include interest) equal to the amount actually received by such overproduced Party for its
share of overproduction, less applicable taxes, royalties and other reasonable costs associated with
transporting and marketing such gas actually paid by such overproduced Party. For the purpose of
calculating the payment to be made by an overproduced Party, if during any month such Party tock
less than its full share of gas produced, a volume of gas equal to the difference between the amount
of gas such Party actually took and the share to which such Party was entitled shall be credited against
the overproduction of such Party, in the order such overproduction accrued. Within thirty (30} days
of receipt of any such remittance by Operator from an overproduced Party, Operator shall disburse
such funds to the underproduced Parties in accordance with the yearly accounting. Operator assumes
no liability of whatscever nature or kind with respect to any such payment, it being the intent of the
Parties that each overproduced Party shall be solely responsible for reimbursing each underproduced
Party for such underproduced Party's share of overproduction taken by such overproduced Party in
accordance with the provisions contained herein. In determining the volume of overproduction for
which settlement is due, production taken during any month by an underproduced Party in excess of
its share shall be treated as make-up gas and shall be applied to reduce prior deficits in the order of
accrual of such deficits.

Where an overproduced Party has taken more than its share of gas during a given month for
which it is required to make cash settlement hereunder but a part of such gas was sold and a part was
not sold, cash settlement for the gas taken but not sold shall be based upon the price received for the
gas which was sold. Where an overproduced Party has taken more than its share of gas during a given
month for which it is required to make cash settlement but none of such gas was sold, cash settlement
for such gas shall be based upon the weighted average price received by all Parties who sold gas
during that month or the maximum price such Party would have received had it sold such gas under
its gas sales contract (if any), whichever is the lesser amount. Where an overproduced Party has taken
more than its share of gas during a given month for which it is required to make cash settlement but
such gas was sold to its affiliate, then if the underproduced Party (or Parties) elects, cash settlement
therefor shall be based upon the weighted average price received by all other Parties who sold gas
during that month.

In the event refunds are required by any governmental authority upon proceeds for which cash
settlement has been made under this Article, each Party who is affected by the refund (including each
underproduced Party to whom cash settlement has been made) shall be accountable for its
proportionate share of such refund.



ARTICLE X
DELIVERABILITY TESTS

Nothing herein shall be construed to deny any Party the right, from time to time, to produce
and take or deliver to its purchaser an entire well stream, if necessary, for a deliverability test (not to
exceed seven (7) days) as required or permitted by such Party's gas sales contract.

ARTICLE XI
PAYMENT OF TAXES

Each Party taking gas shall either pay or cause to be paid all production, severance and/or
excise taxes due on such gas.

ARTICLE XII
PAYMENT OF ROYALTIES

12.1 Existing Rovalties, For the purposes of this provision, the term "Existing Royalties” shall mean
those landowners' royalties, overriding royalties, net profits interests, production payments, or other
burdens on the production of the parties hereto which are of record on the date of this agreement.

122 Payment of Existing Rovalties. During each calendar month in which gas 1s produced from
the Contract Area, the parties which take gas during said month shall pay all Existing Royalties in the
same manner as such Existing Royalties would have been paid had each of the parties to this
agreement taken its proportionate share of the gas produced during such month. Unless a different
price is required by law, such payment shall be made at the price which the taking parties receive for
the gas taken or sold.

12.3  Effect of Payment. Payment of royalties as set forth in this section by a taking party shall
terminate the obligations and liability of said taking party to royalty owners other than said party's
own royalty owners, and upon such payment, each non-taking party agrees to indemnify and hold
harmless the taking parties from any and all claims, causes of action, or liabilities for royalty payments
made to such non-taking party's royalty owners.

12.4  Intent. Notwithstanding any provisions to the contrary which might be contained in the
applicable Joint Operating Agreement or Unit Operating Agreement, it is the intent of the parties that
no party be required to advance royalty for gas which it does not take or sell, and, further, that once a
taking party has settled with all of the royalty owners as provided herein, then it shall have no further
liability to royalty owners other than its own.

12.5 Other Rovalties. To the extent that there are, within the Contract Area, royalties which are
not Existing Royalties, then the party whose interest is burdened by such royalty shall make, or cause
to be made, settlement with such royalty owner just as if such party were taking its full share, and its
full share only, of such gas production.

ARTICLE XIII
OPERATING EXPENSES AND LIABILITIES

Nothing herein shall change or affect each Party's obligation to pay its proportionate share of
all expenditures and liabilities incurred in joint operations in accordance with the Operating
. Agreement.

ARTICLE X1V
OPERATOR'S LIABILITY

Except as otherwise provided herein, Operator is authorized to administer the provisions of
this Agreement, but shall have no liability to the other Parties for losses sustained or liabilities incurred
which arise out of or in connection with the performance of Operator's duties hereunder except such
as may result from Operator's gross negligence or willful misconduct.



ARTICLE XV
LIEN AND SECURITY INTEREST

To the extent that any Party hereto is overproduced, such party hereby grants a continuing lien
and security interest to all underproduced Parties covering all of the ownership share of such
overproduced Party in the Contract Area, its contract rights, accounts, accounts receivable, proceeds
of production and personal property and equipment used or obtained in connection with the Operating
Agreement in order to secure payments as provided herein. Said lien shall be otherwise governed by
all of the terms and provisions relating to liens under the Operating Agreement. In addition to the
above, any lien or security interest granted in the Operating Agreement to a Party against any
underproduced Party who has failed to make any payments due thereunder ("defaulting Party™), shall
cover and extend to the cumulative overproduction, if any, and any cash seftlement made therefor
{under Article X hereof) due such underproduced defaulting Party.

ARTICLE XVI
TERM

This agreement shall terminate upon the termination of the Operating Agreement; provided,
however, that if the accounts of the Parties have not been balanced or settled in accordance with the
provisions contained herein, this Agreement shall continue in effect for so long as required thereafter
to permit the full and final settlement of all accounts of the Parties. If any provision herecf should
ever be construed to violate the rule against perpetuities, such provision shall be deleted to the extent
necessary to bring the remainder of this Agreement in conformity with such rule.

ARTICLE XVII
SUCCESSORS AND ASSIGNS

The terms, covenants and conditions of this Agreement shall be binding upon and inure to the
benefit of the Parties and their respective successors-in-title and assigns, and may be assigned in
whole or in part from time to time to the same extent as interests in the Contract Area may be assigned,;
provided, however, that (1) any such assignment shall be subject specifically to this Agreement, (2)
the successor-in-title or assignee shall acquire such interest subject to any overproeduction and/or
underproduction imbalances existing at such time and (3) no such assignment shall relieve the Party
assignor from any obligation to the other Parties with respect to any overproduction taken by such
Party assignor prior to such assignment.

ARTICLE XVII
CONFLICT

If 2 conflict exists between the terms of this Agreement and the terms of any gas sales contract
covering the Contract Area entered into by any Party or the terms of the Operating Agreement, the
terms of this Agreement shall govern.

ARTICLE XIX
EFFECTIVE DATE ANMD COUNTERPARTS

This Agreement has been executed on the respective dates set forth beside each Party's name
hereunder, but shall be effective for all purposes as of the date of the Operating Agreement (as set
forth above). If this Agreement has been incorporated into and made a part of the Operating
Agreement, then it shall not be considered to be a separate agreement from the Operating Agreement
and it shall not be necessary for the Parties to separately execute this Agreement. If this Agreement
is separate and apart from the Operating Agreement, the same shall be binding upon those Parties
executing the same, a counterpart thereof (which shall be deemed an original for all purposes) or a
ratification thereof.

ARTICLE XX
COMPLIANCE WITH LAWS AND REGULATIONS

This Agreement shall be subject to all applicable rules, regulations, and orders of any duly
constituted regulatory body of said state, and to all other applicable federal, state and local laws,
ordinances, rules, regulations and orders notwithstanding proposed Chapter 1 of the Internal Revenue
Code of 1986, Section 1.761-2 and any other applicable Internal Revenue Codes.
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EXHIBIT “H”

Attached to and made a part of that certain Operating Agreement dated December 1, 2024, by and between
Fasken Oil and Ranch, Ltd., as Operator, and Chief Capital (O&G) II LLC, et al., as Non-Operators.

MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT

THIS AGREEMENT, entered into by and between_ Fasken Oil and Ranch, Ltd. |, hereinaficr referred to as “Operator,” and the signatory party
or parties other than Operator, hereinafter referred to individually as “Non-Operator,” and collectively as “Non-Operators. ™

WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Qil and Gas Interests in the land identified in Exhibit “A” (said
land, Leases and [nterests being hereinafter called the “Contract Area™), and in any instance in which the Leases or Interests of 2 party are not of
record, the record owncr and the party hercto that owns the interest or rights therein are reflected on Exhibit "A™;

WHEREAS. the parties hereto have executed an Operating Agreement dated_December 1, 2024 (hercin the “Operating  Agreement”), covering
the Contract Area for the purpose of exploring and developing such lands, Leases and Interests for Oil and Gas; and

WHEREAS, the parties hereto have exccuted this agrecment for the purpose of imparting notice to all persons of the rights and obligations of the
parties under the Operating Agreement and for the further purpose of perfecting those rights capable of perfection,

NOW, THEREFORE, in consideration of the mutual rights and obligations of the parties hereto, it is agreed as follows:

1. Thisagreement supplements the Operating Agreement, which Agreement in its cntirety is incorporated herein by reference, and all terms used
herein shali have the meaning ascribed to them in the Operating Agreement.

2. The parties do hereby agree that

A The Oil and Gas Leases and/or Ol and Gas Interests of the pariics comprising the Contract Arca shall be subject to and burdened with
the terms and provisions of this agreement and the Operating Agreement, and the parties do hereby commit such Leases and [nterests to
the performance thercof.

B. The exploration and development of the Contract Area for Gil and Gas shall be govemed by the terms and provisions of the Operating
Agrecment, as supplemented by this agreement

€ All costs and liabitities incurred in operations under this agreement and the Operating Agreement shall be bome and paid, and all
equipment and materials acquired in operations on the Contract Arca shall be owncd, by the partics hereto, as provided in the Operating
Agreement.

D. Regardless of the record title ownership to the Oil and Gas Leases and/or Oil and Gas Interests identified on Exbibit “A,” all production
of Oil and Gas from the Contract Area shall be owned by the parties as provided in the Operating Agreement; provided nothing contained
in this agreement shal! be deemncd an assignment or cross-assignment of interests covered hereby

E  Each party shall pay or dcliver, or cause to be paid or delivered, all burdens on its share of the production from the Contract Area as
provided in the Operating Agreement

F. An overriding rovalty, production payment, nct profits interest or other burden payable out of production hercafter created, assignments
of production given as security for the payment of money and those overriding royalties, production payments and other burdens payable
out of production heretofore created and defined as Subsequently Created Interests in the Operating Agreement shall be (i) bome solely
by the party whose interest is burdened therewith, (i} subject to suspension if a party is required 10 assign o relinquish to another party
an wierest which is subject 1o such burden, and (i) subject to the lien and security interest hereinafier provided if the party subject to
such burden fails to pay its share of expenses chargeable hereunder and under the Operating Agreement, all upon the terns and provisions
and n the times and manner provided by the Operating Agreement.

G. The Oil and Gas Leases and/or Qil and Gas interests which are subject hereto may not be assigned or uansferred except in accordance
with those terms, provisions and restrictions in the Operating Agreement regulating such transfers,

This agreernent and the Operating Agreement shall be binding upon and shall inure to the benefit of the parties hereto, and their respective
heirs, devisces, legal represcntatives, and assigns, and the terms hereof shall be deemed to run with the leases or interests included within
the lease Contract Ared.

H. The parties shall have the right to acquire an interest in rencwal, extension and replacement leases, leases proposed to be surrendered,
wells proposed to be abandoned, and interests to be relinquished as a result of non-participation in subsequent operations, all in accordance
with the terms and provisions of the Operating Agreement.
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The rights and obligations of the partics and the adjustment of interests among them in the event of a failure or loss of title, each party’s
right to propose operations, obligations with respect to participation in operations on the Contract Arez and the consequences of 2 failure
10 participate in operations, the rights and ebiigations of the parties regarding the marketing of production, and the rights and remedics of
the partics for failure to comply with financial obligations shall be as provided in the Operating Agreement

Each party’s interest under this agreement and under the Operating Agreernent shall be subject to relinquishment for its failure to
participate in subsequent operations and cach party s share of production and costs shall be realiocated on the basis of such relinquishment,
all upon the terms and provisions provided in the Operating Agreemaent.

All other matters with respect to exploration and development of the Contract Area and the ownership and transfer ot the Oil and Gas
Leases and/or Oil and Gas Interest therein shall be governed by the terms and provisions of the Operating Agreement.

3. The parties hereby grant reciprocal hens and security interests as foliows

A

H.

Each party grants to the other parties hereto a lien upon any interest it now owns or hereafler acquires in Oil and Gas Leases and Qil and
Gas Interests in the Contract Area, and a security interest and/or purchase moncy security interest in any interest it now owns or hereafier
acquires in the personal property and fixtures on or used or obtained for use in connection therewith, to secure performance of all of its
obligations under this agreement and the Operating Agreement including but not Hrmited 10 payment of expense, interest and foes, the
proper disbursernent of all monies paid under this agreement and the Operating Agrecment, the assignment of relinquishment of interest
in Ol and Gas Leases as required under this agreement and the Operating Agreement, and the proper performance of operations under
this agreement and the Operating Agreement. Such lien and security interest granted by each party hereto shall inciude such party’s
leasehoid interests, working interests, operating nights, and royalty and overriding royalty interests in the Contract Area now owned or
hereafter acquired and in lands pooled or unitized therewith or otherwise becoming subject to this agrecment and the Operating
Agreement, the Oil and Gas when extracied therefrom and eguipment situated thereon or used or obtained for use in connection therewith
{including, without limitation, ail weils, 100ls. and whular gaods), and zccounts {including, without limitation, accounts arising from the
sale of production at the wellhead), contract rights, inventory and general intangibles relating thercto or arising therefrom, and ali proceeds
and products of the foregoing

Each party represents and warmants 1o the other pasties bereto that the lien and security interest granied by such party 1o the other parties
shall be a first and prior licn, and cach party hereby agrees to maintain the priority of said lien and security interest against al! persons
acquiring an interest in Oil and Gas Leases and interests covered by this agreement and the Operating Agreement by, through or under
such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gas Intercsts covered by this agreement and the Operating
Agreement, whether by assignment, merger, morigage, operation of law, or otherwise, shall be deemed 1o have taken subject to the lien
and secunity interest granted by the Operating Agreement and this instrument as o atl obligations antributable t0 such interest under this
agreement and the Operating Agreement whether or not such obligations arise before or atier such interest is acquived

To the extent that the parties have a security interest under the Uniform Comumercial Code of the state in which the Contract Area is
situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the
obtatning of judgment by a party for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien
rights or security interest as security for the payment thereof. [n addition, upon default by any party in the payment of its share of expenscs,
interest or fees, or upon the improper use of funds by the Operator, the other parties shafl have the right, without prejudice to other rights
or remedies, to collect from the purchaser the proceeds from the sale of such defauiting party’s share of Oil and Gas untii the amount
owed by such party, plus interest, has been recerved, and shall have the right 10 offser the amount owed apainst the procecds from the sale
of such defaulting party's share of Oil and Gas. All purchasers of production may rely on a notification of defavlt from the non-defaulting
party or parties stating the amount due as a result of the defauli, and all partics waive any recourse available against purchasers for
reieasing production proceeds as provided in this paragraph

if any party fails to pay its sharc of cxpenses within one hundred-twenty (120) days after rendition of a staternent therefor by Operator
the non-defaulting parties, including Operator, shail, upon request by Operator, pay the unpaid amount in the proportion that the interest
of each such party bears to the interest of all such parties. The amount paid by each party so paying its share of the unpaid amount shail
be secured by the liens and security rights described in this paragraph 3 and in the Operating Agreement, and each paving party may
mdependently pursue any remedy avatiable under the Operating Agreement or otherwise

if any party does not perform all of its obligations under this agreement or the Operating Agreement, and the failure to perform subjects
such party to foreclosure or execution proceedings pursuant to the provisions of this agreement or the Operating Agreement, to the extent
allowed by governing law, the defaniting party waives any availabie nght of redemption from and afier the date of judgrnent. any required
valuation or appraiscment of the mortgaged or secured property prior to sale, any availabie right to stay execution or to reqguire a
marshalling of assets and any requited bond in the event a receiver is appointed In addition, to the extent permitted by applicable faw,
each party hereby grants 1o the other parties 3 power of sale as to any property that is subject 1o the lien and securily rights gramted
hereunder or under the Operating Agreement, such power 1o be exercised in the manner provided by applicable law or otherwise in a
commercially reasonable manner and opon reasonable notice

The lien and security inkerest granted in this paragraph 3 suppiements identical rights granted under the Operating Agreement

To the extent permitied by applicable Jaw, Non-Operators agree that Operaior may invoke or utilize the mechanics’ or materialmen’s lien
law of the state in which the Contract Area is situated in order 1o secure the payment to Operator of any sum due vnder this agreement
and the Opcrating Agreement for services performed or materials supplied by Operator

The above described security will be financed at the wellhead of the well or welis located on the Contracl Area and this Recording
Supptement may be filed in the land records in the County or Parish in which the Contract Area is located, and a5 a financing statement
in alt recording offices required under the Uniform Cormercial Code or other applicable state statutes to perfect the above-described
security interesy, and any party hereto may file a continuation staternent as necessary under the Uniform Commercial Code, or other state
laws.

“2.
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4. This agreement shall be cffective as of the date of the Operating Agrecment as above recited. Upon termination of this agreement and the
Operating Agreement and the satisfaction of all obligations thereunder, Operator is authorized to file of record in all necessary recording
offices a notice of termination, and each party hereto agrees to execute such a notice of termination as 10 Operator’'s inierest, upon the request
of Operator, if Operator has complied with ail of its financial obligations

5. This agreement and the Operating Agreement shail be binding upon and shall inure 10 the benefit of the parties hereto and their respective
heirs, devisees, legal cepresentatives, successors and assigns. No sale, encumbrance, transfer or other dispesition shall be made by any party
of any interest in the Leases or [nterests subject hereto except as expressly permitied under the Operating Agreement and, if permitted. shall
be madc expressly subject to this agreement and the Operating Agreement and without prejudice to the rights of the other parties. If the
transfer is permitted, the assignee of an ownership interest in any Oil and Gas Lease shail be deemed a party to this agreement and the
Operating Agrecmenl s to the interest assigned from and afler the effective date of the transfer of ownership; provided, however, that the
other parties shall not be requircd to recognize any such sale, cncumbrance, transfer or other disposition for any purpose hereunder until thirty
{30) days after they havc received a copy of the instrument of transfer or other satisfactory evidence thereof in writing from the transferor or
transferce. No assignment or other disposition of intcrest by a party shall relieve such party of obligations previcusly incured by such party
under this agreement o the Operating Agreement with respect to the interest teansferred, including without limitation the obligation of a party
to pay ail costs atiributable to an operation conducted under this agreement and the Operating Agreement in which such party has agreed to
participate prior to making such assignment, and the lien and security interest granted by Article VILB. of the Operating Agreement and
hereby shall continue to burden the interest transferred 1o secure payment of any such obligations.

6. 1n the event of a conflict between the lerms and provisions of this agreement and the terms and provisions of the Operating Agreement, then,
as between the parties, the terms and provisions of the Operating Agrecment shall control.

7. This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been executed by such Nonv
Operator and Operator notwithstanding that this agreement is not then or thereafter cxecuted by ali of the parties to which it is tendercd or
which arc listed on Exhibit “A’ as owning an intercst in the Contract Area or which own, in fact, an interest in the Contract Area [n the event
that any provision herein is illegal or unenforceable, the remaining provisions shall not be affecied, and shali be enforced as if the illegal or
unenforceable provision did not appear herein

8 Other provisions. See Joint Operating Agrecement
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Fasken Oil and Ranch, Ltd. , who has prepared and circulated this form for exccution, represents and warrants that the form was
printed from and, with the exception{s) listed below, is identical to the AAPL Form 610RS-198% Model Form Recording
Supplement to Operating Agreement and Financing Statement, as published in computerized form by Forms On-A-Disk, inc. No
changes, alterations, or modifications, other than those made by strikethrough and/or insertion and that are clearly recognizable as
changes in Articles , have been made to the form.

IN WITNESS WHEREOQF, this agreement shall be effective as of the day of,

OPERATOR

ATTEST OR WITNESS Fasken Oil and Ranch, Ltd. a Texas limited partaership
Bv Fasken Managemeni 11.C its seneral pantner

By:

Tommy E. Taylor
Title: _Senior Vice President
Date: —
Address:_ 6101 Holiday Hill Road. Midland, TX 79707

NON-OPERATORS

ATTEST ORWITNESS Fasken Land and Minerals, Ltd. a Texas [imited
Partnership by Fasken Managerent L1 C its general partner
By
Tamemy E. Taylor
Title:
Date:

mddressc 6101 Holiday Hill Rosd, Migland TX 79707

ATTEST OR WITNESS Chief Capital (O&G) I LLC

By:

Walt Nixon

Title: _ President
Date:
Address:

ATTEST OR WITNESS

By:

Title:
Datc:
Address: i

ATTEST OR WITNESS

By:

Title:
Date:
Address:
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ACKNOWLEDGMENTS

NOTE:

The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The validity and effect of
these forms in any s1ate will depend upon the statutes of that state.

Acknowledgment in Representative Capacity

State of TEXAS %
§ss
Countyof MIDLAND____~  §

The foregoing instrument was acknowledged before me this day of 26 by Tommy E. Taylor, Senior Vice President of
Fasken Management, L1.C., the General Partner of Fasken Qil and Ranch, Lid., a Texas limited partnership, on behalf of said limited habihity company
and said limited partnership.

{Seal, if any)
Title (and Rank)
My commission expires; _ — —
State of TEXAS §
§ss
County of MIDLAND §
The foregoing mstrument was acknowledged before me this day of . 20__, by Tormmy E. Taylor, Senior Vice

President of Fasken Management, LLC., the General Partner of Fasken Land and Minerals, Ltd., a Texas limited partnership, on behalf of said limited
liability company and said limited parmership
{Seal, if any)
Tille (and Rank)

My commission expires:

Acknowledpment in Representative Capacity

State of Texas §
35
§ ss.
County of Tarrant §
This instrument was acknowledged before me on —
By Walt Nixon as Proisdent ol

Chief Capital O&GY D L1.C

(Seal, if any)

Title (and Rank) _

vy commission expires:



EXHIBIT “A”

Attached to and made a part of that certain Recording Supplement to Operating Agreement dated
December 1, 2024, by and between Fasken Oil and Ranch, Ltd., as Operator, and Chief Capital

1.

2.

(O&G)Y II LLC, et al., as Non-Operators.

DESCRIPTION OF LANDS SUBJECT TO THIS AGREEMENT (the “Contract Area”):

E/2 of Section 22, NE/4, and N/2 of SE/4 of Section 27, Township 20 South, Range 32 East,
Lea County, New Mexico

The parties will revise this Exhibit “A” as needed prior to commencement of the initial well.

One of the revisions will be the additional superseding language to which would allow the
April 9, 1979 JOA to remain effective as to the E/2 of Section 22.

RESTRICTIONS, IF ANY, AS TO DEFTHS, FORMATIONS OR SUBSTANCES:

PARTIES TO AGREEMENT. WITH ADDRESSES AND TELEPHONE NUMBERS FOR NOTICE
PURPOSES:

Fasken Land and Minerals, Ltd. and
Fasken Oil and Ranch, Ltd.

Attn.: Land Department

6101 Holiday Hill Road

Midland, TX 79707-0631

Email address: land@forl.com
Telephone: (432) 687-1777

Fax: (432) 687-0669

Chief Capital (O&G) II LLC
Attention: Walt Nixon, President
8111 Westchester Drive, Suite 900
Dallas, Texas 75225

Telephone: (__ } -

Email address:

4, PERCENTAGE OR FRACTIONAL INTEREST OF PARTIES TO THIS AGREEMENT:

: Working Interest Owner 'Wurkin]: Intere&_
i To be determined upon completion of a
Title Opinion
Total 1.00000000

5. O1L_AND GAS/OIL. GAS AND MINERAL LEASES AND/OR OIL AND GAS INTERESTS

SUBJECT TO THE AGREEMENT:!

A. Oil and Gas/Oil, Gas and Mineral Leases committed by Fasken Land and
Minerals, Ltd. et al

1} Date: September 1, 1978
Lessor: United States of America- NM-33955

Page 102



Lessee:

Recording:
Lands:

Lease Royalty:
Other Burdens:

Date:
Lessor:
Lessee:

Recording:
Lands:

Lease Royalty:
Other Burdens:

Date:
Lessor:
Lessee:
Recording:
Lands:

Lease Royalty:
{ther Burdens:

Peggy E. Baetz

Volume 316, Page 855, Lea County, New Mexico

ONLY AS TO East half of Section 22, T-20-8, R32-E, Lea County,
New Mexico

1/8th

as to burdens of record.

B. Oil and Gas/Oil, Gas and Mineral Leases committed to the Contract Area:

April 19, 2023

Qak Valley Mineral and Land, LP and Sortida Resources, LLC
Chief Capital (O&G) II LLC

Book 2210, Page 117

S/2NE/4, N/2SE/4 of Section 27, Township 20 South, Range 32
East, Lea County, New Mexico

1/4

N/A

May 24, 2023

Sitio Permian, LLC

Chief Capital (0&G) [T LLC and Waterloo Resources LLC

Book 2211, Page 128

S/2NE/4, N/2SE/4 of Section 27, Township 20 South, Range 32
East, Lea County, New Mexico

6. BURDENS ON PRODUCTION:

A. To be completed later:

Page 2 of 2



