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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION

APPLICATION OF CIMAREX 
ENERGY CO. FOR A NON-STANDARD 
OIL SPACING AND PRORATION UNIT 
AND COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO.

CASE NO.

APPLICATION

Cimarex Energy Co. (“Cimarex”), OGRID Number 215099, through its undersigned 

attorneys, hereby makes an application to the Oil Conservation Division pursuant to the 

provisions of NMSA (1978), Section 70-2-17, for an order; (1) creating a non-standard 160-acre, 

more or less, oil spacing and proration unit in the Bone Spring formation, comprised of the E/2 

W/2 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico; and. 

(2) pooling all mineral interests in the Bone Spring formation underlying this proposed non

standard spacing and proration unit. In support of this application, Cimarex states as follows:

1. Cimarex is an interest owner in the subject lands and has a right to drill a well 

thereon.

2. Cimarex seeks to dedicate the E/2 W/2 of Section 7 to the proposed well to form a 

non-standard 160-acre, more or less, oil spacing and proration unit (the “project area”).

3. Cimarex proposes to drill the Lea 7 Federal Com 2H well to a depth sufficient to 

test the Bong Springs formation. This well is a horizontal well with a surface location 505 feet



from the South line, 1597 feet from the West line of Section 7, and a terminus 330 feet from the 

North line, 1980 feet from the West line of Section 7.

4. This well is within the WC-025 G-08 S203506D pool (Pool Code 97983), which 

is subject to the statewide rules for oil spacing and proration units. The producing interval that 

Cimarex seeks to drill will comply with the statewide 330 foot setback requirements established 

under Rule 19.15.15.9(A) NMAC.

5. Cimarex sought, but has been unable to obtain a voluntary agreement from all 

interest owners in the Bone Spring formation underlying the proposed project area to participate 

in the drilling of the well or to otherwise commit their interests to the well.

6. Approval of the non-standard unit and the pooling of all interests in the Bone 

Spring formation underlying the proposed project area will prevent the drilling of unnecessary 

wells, prevent waste and protect correlative rights.

7. Notice of this application is being given in accordance with Division rules as 

shown on Exhibit A.

WHEREFORE, Cimarex Energy Co. requests this application be set for hearing 

before an Examiner of the Oil Conservation Division on July 20, 2017, and after notice and 

hearing as required by law, the Division enter its order:

A. Creating a non-standard oil spacing and proration unit (“project area”) in 

the Bone Spring formation comprised of E/2 W/2 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico;

B. Pooling all mineral interests in the Bone Spring formation underlying this 

non-standard spacing and proration unit/project area;
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C. Designating Cimarex as operator of this unit and the well to be drilled

thereon;

D. Authorizing Cimarex to recover its costs of drilling, equipping and 

completing this well;

E. Approving actual operating charges and costs charged for supervision, 

together with a provision adjusting the rates pursuant to the COPAS accounting procedure: and

F. Setting a 200% charge for the risk involved in drilling and completing the 

well in the event a working interest owner elects not to participate in the well.

Respectfully submitted,

MODRALL, SPERLING, ROEHL, HARRIS 
& SISK, P.A.

By:
EgjffE. DfrBri

Jennifer Bradfute
Post Office Box 2168
Bank of America Centre
500 Fourth Street NW, Suite 1000
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800
Attorneys for Applicant
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EXHIBIT A

CIMAREX ENERGY CO. NOTICE LIST

Parties to be pooled:

AOG Mineral Partners, Ltd.
P.O. Box 1015 
Midland, Texas 79702

Rhoades Oil Company 
P.O. Box 2673 
Midland, Texas 79702

M. Dion Lowe 
7801 Espanola Trail 
Austin, Texas 78737

John E. & Helen M. Kennann Family Trust, created January 13,1994 
Attn: William H. Kennan, Trustee 
1430 Soquel Ave.
Santa Cruz 95062

Realeza Del Spear, LP 
P.O. Box 1684 
Midland, Texas 79702

Charles Kenneth Moore 
18326 E. San Ignacio Ct.
Gold Canyon, AZ 85118

The Long Family Trusts 
Larry P. Long, Managing Trustee 
118 S. Kilgore St.
Kilgore, Texas 75662

Lowe Family, Ltd.
P.O. Box 53775 
Lubbock, Texas 79453

Vora Lowe Hartley Mineral Trust
Attn: Teddy L. Hartley & Robert Thomas Hartley, Trustees
P.O. Box 1024
Clovis, NM 88102
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Offsets:

Marshall & Winston, Inc. 
P.0. Box 50880 
Midland, Texas 79710

Legacy Reserves LP 
P.O. Box 10848 
Midland, TX 79702

COG Operating, LLC 
One Concho Center 
600 W. Illinois Avenue 
Midland, TX 79701
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CASE NO.: Application of Cimarex Energy Co. for a non-standard spacing 

and proration unit and compulsory pooling, Lea County, New Mexico. Applicant seeks an 

order from the Division: (1) creating a non-standard 160-acre, more or less, oil spacing and 

proration unit in the Bone Spring formation, comprised of the E/2 W/2 of Section 7, Township 

20 South, Range 35 East, NMPM, Lea County, New Mexico; and, (2) pooling all mineral 
interests in the Bone Spring formation underlying this proposed non-standard spacing and 

proration unit. This proposed non-standard spacing and proration unit will be the project area for 

the Lea 7 Federal Com. #2H well, to be horizontally drilled. The producing area for this well 

will be 330 feet from the project area boundary. Also to be considered will be the cost of drilling 

and completing said well, the allocation of these costs as well as the actual operating costs and 

charges for supervision, designation of Cimarex as operator of the well, and a 200% charge for 

risk involved in drilling said well. Said area is located approximately 11.6 miles southeast of the 

intersection of Hobbs Highway 180 and County Road 27-A/Marathon Road, located in Lea 

County, New Mexico.
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District I
1625 N. french Dr., Hobbs, NM 88240 
Phone: (575) 393-6161 Fax: (575) 393-0720 
District II
81 IS First St, Anesia, NM 88210 
Phone: (575) 748-1283 Fax: (575) 748-9720 
District ID
1000 Rio Brazos Road, Aztec, NM 87410 
Phone: (505) 334-6178 Fax: (505) 334-6170 
District tV
1220 S St Francis Dr., Santa Fe, NM 87505 
Phone: (505) 476-3460 Fax: (505) 476-3462

State of New Mexico 
Energy, V inerals & Natural Resources Department 

OI1L CONSERVATION DIVISION 
1220 South St. Francis Dr.

Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT
' API Number

3Q-Q25-42546 97983
l ...l, 3 Pool Name

WC-025 G-08 S203506D; BS

* Projwrtv l ode
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LEA 7 FEDERAL COM

‘ Well Nambrr
211
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215099
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CIMAREX ENERGY CO.
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3674.9’
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Revised August 1.2011 

Submit one copy to appropriate 
District Office
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"OPERATOR
CERTIFICATION

1 hereby certify that the information contained 
herein is true and complete to the best of my 
knowledge and belief, and that this 
organization either owns a working interest or 
unleased mineral interest in the land including 
the proposed bottom hole location or has a 
right to drill this veetl at this location pursuant 
to a contract with an owner of such a mineral 
or working interest, or to a voluntary pooling 

mu ding order 
ylI

7/6/17

Aricka Easterling

aeasterling@cimarex.com
BhMU Address

'•SURVEYOR
CERTIFICATION

/ hereby certify that the well location shown 
on this plat was plottedfrom field notes of 
actual surveys made by me or under my 
supervision, and that the same is true and 
correct to the best oj my belief.

May 17,2017
Date of Survey
Signature and Seal of Professional Surveyor:

Certificate Number
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SECTION 7, RANGE 20 SOUTH, TOWNSHIP 35 EAST, LEA CO. NEW MEXICO 

LEA 7 FEDERAL 2H WELL (E/2 W/2 - 160 acre unit)

INTERESTS TO POOL COVERING TRACT 82

OWNER TYPE NET ACRES

William H. Kennann, Trustee of the John E. and Helen M. Kennann Family Truste Unleased minerals 0.05

Realeza Del Spear, LP Unleased minerals 4.8055568

AOG Mineral Partners, Ltd. Leasehold 1.6406248
The Long Trusts, Larry P. Long, Managing Trustee Unleased minerals 0.1797656
Lowe Family, Ltd. Unleased minerals 0.0144032
Teddy L. Hartley & Roberta Thomas Hartley, as Trustees of the Vora Lowe Hartley Mineral Trust Unleased minerals 0.0094176

TOTAL 6.699768

o
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A.A.P.L. FORM (10 -1989

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT 

DATED

June 24 , 2014 .

OPERATOR Clmarex Energy Co.

CONTRACT AREA Section 7. Township 20 South. Range 35 East, Lea County, NM

COUNTY OR PARISH OF Lea STATE OF New Mexico

COPYRIGHT 1989 - ALL RIGHTS RESERVED 

AMERICAN ASSOCIATION OF PETROLEUM 

LANDMEN. 4100 FOSSIL CREEK BLVD. 

FORT WORTH, TEXAS, 76137. APPROVED FORM.

AAPJ.NO. 610-I9S9

EXHIBIT
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A.A.P.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT

THIS AGREEMENT, entered too bv and between CIMAREX ENERGY CQ.____________ _____ .

hereinafter dcitgmtcd and referred to as "Operator,* and the signatory party or parties other than Operator, sometimes 

hereinafter tefated to mdmdnally n "Non-Operator," and coftecrivriy as "Noa-Opcratore."

WITNESSETH;
WHEREAS, Ihe parties to this agreement are owners of Oil and Gas Leases and/or Oft and Gas htcicsts m the land 

identified in Exhibit "A," and the parties hereto have leached an agreement to explore and develop thcae Leases and/or Oil 

and Gas Interests for the production ofOil end Qas to the extent and as hereinafter provided,

NOW. THEREFORE, it is agreed as foUovk

ARTICLE L 

DEFINITIONS

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

A. The teem *AFE" shall mean an Authority for Fipcnditiire prepared by a party to this agreement for the purpose of

and Gas in one or move Zones, including, but not limited to, the setting of production casing, perforating, well stimulation 

and production testing condncted In such operation.

C The term "Contract Area* doll men all of the lands, Oil and Gat Leases and/or Oil and Gas hnewsti to be

developed and operated for OQ and Gas purposes under this agreement Such lands. Oil and Gas Leases and Oil tod Gas 

Interests are described in Exhibit "A."

D. The term "Deepen" shall mean a single operation whereby a well is drilled to sn objective Zone below the dffprfl 

Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE. whichever b the

The terms *DritEng Party" and "Consenting Party" shall mean a party who agrees to join in and pay its stare of the

cost of any operation conducted trader the provisions of this agreement

F. The term "Drilling UnrC stall mean the area fixed for the drilling of one well by order or rale of any state or federal 

body having authority. If a Drilling Unit b not fixed by any such rale or order, a Drifting Unit shaft be the drilling unit as 

established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties.

O. The term "Drftbiic" shall mean the Oil and Gas Lease or Oil and Oos Interest on which a proposed well b to be

1L The term "Initial Well" «*n*B mean the weft required to be drilled by the panics hereto os provided hr Article VLA.

L The term "Noo-Conscnt Well* shaft mean a well in whiefa leas than eft parties have conducted an operation as 

provided in Article VUL2.

J. The terms "Non-Drilling Party" and "Non-Consenting Party* stall mean a pony who elects not to participate in a

K. The term "Oft and Gas" «i«H oiL gas. casinghead gas, gas condensate, and/or aft other liquid or gaseous 

hydrocarbons and other marketable substances produced therewith, unless an intent to Kuril the mdushmess of tins term b 

specifically stated.

L. The term "Oil and Gas Interests" or "interests" shaft mean unleased fee and mineral interests in Oft and Gas in tracts 

oflaad lying within the Contract Area which are owned by parties to tins agreement.

M. The terms "Oft and Gas Lease" "Lease” and "Leasehold” stall mean the oil and gas leases or interests therein 

covering tmets of land lying within the Contract Area which ir owned by the panics to this agreement.

N. The term "Plug Bock" daft mean a single operation whereby a deeper Zone is abandoned in order to attempt o 

Completion m n shallower Zone.
O. The tenn "Recoinpletioa” or "Rcccmplcic" shall mean an operation whereby a Completion in cue Zone b idwnrtnncd 

in order to attempt ■ Completion in a different Zone within the existing wellbore.

P. The term "Rework* shall mean an operation candled in the wellbore of a well after it b Completed to secure,

restore, or improve m a Zone which b currently open to production hr the wellbore. Suefa operations include, but

are not «"»■—* to, weft but exclude any routine repair or maintenance work or drilling. Sidetracking.

Deepening. Ccmptatog. Recompteting. or Hogging Back of a weft.

Q. The term "Sidetrack" shall mean the directional control and intentional deviation of a well from vertical so as to

the hate location tmtey done to straighten die hole or drill around junk in the hole to overcome other

mechanics] difficulties.
R. Tire term "Zone" atoll mean a stratum of earth containing or thought to contain a common accumulation of 03 end

9 Unless the otherwise dearly indicates, words used in the singular include the phial, the word "person" hretndrt

natural and artificial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neater.

ARTICLE It 

EXHIBITS

The following exhibits, as indicated below and attached hereto, arc incorporated in and made a part hereof:

Exhibit "A," shall include the foftowing information:

(1) prfrrif'N of lands subject to thfc agiomm,

(2) Restrictions, ifony. as to depths, formations, or subsumes.

(3) Parties to agreement with addresses and telephone numbers for notice purposes,

(4) Percentages or factional interests of parties to ihb agreement.

(5) Oil and Gas Leases and/or Oil and Gas Interests subject to Ihb agreement

(6) Burdens on production.

Exhibit *B,* Form of Lease.

Exhibit "C," Accounting Procedure.
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If any provision of any exhibit except EXh&itt "E." *F* and %•= b mcruiutfoa with any provision taiuincd in 

foe body of Oat agreement the provisions to foe body of this tgrccmertthafl prevail.

ARTICLE III.

INTERESTS OP PARTIES
A. Oil and Gas Interests:

If any party owns on Oil and Gas (moot to the Contract Area, stun (Merest shall be treated for all of this

agreement and during the term hereof as if it were covered by the form of Oil and On Lcare hereto n Exhflrft "0."

and the owner thereof shall be deemed to own both royalty interest to neb lease ond the interest of the ktsco thereunder.

B. Interests of Pnrtfes In Costs and Production:

Unless changed by other provisions. oD cods and Usbifities incurred to operations under this agreement shall be borne 

and paid, and aO wHiinmcnl and materials acquired to oo the Contact Area «*»n be owned, by the parties as their

intends are set forth to Exhibit "A." In the same maimer, the parties shall oho own all pedvethm of 03 and Gas from the

CrmtlHrt Alfeft CntjaM. ham-wr. tn the payirart ofmyptrt»< mwl fm m* Viruftir

Rqpadkss of which party has cortfrihiXrd any 03 and Gas Lease or 09 and Gas Interesi on which royally or 

burdens may be payable and except as otherwise expressly provided In this agreement, each party shall pay or defiver. or 

cause to be paid or delivered, all burdens oo Its shore of the produstteo Oom (be Ontnm Area up to, but not in excess o£ 

JMth and shall indemnify, defend and hold the other parties Ace Own any Hatollty therefor. 

Except as otherwise expressly provided to dds agreement, if any party ton contributed hereto any Lease or Interest which is 

burdened with any royalty, overriding royalty, production payment or other burden on production to excess of ihc amount* 

stipulated shove, soch party so buufcmd shall assume and stone hear aD such excess end shall indemnify, defend

end held the other parties hereto harmtos from any and all china snribuiahto to inch excess burden. However, so loog as 

the DrQHng Unit for the productive 2one(s) is Identical with the Coctnct Area, each party food pay or deliver, or cause to 

be paid or delivered, all burdens oo production from the Contract Area due under the terms of the 03 and Gas LcaseOI 

which such party has contributed to this agreement, and shall indemnify, defend and hold the other parties free from any 

HaHtihy therefor.

No party shall ever be responsible, on o price basis higher than the price received by snefa party, to any other party's 

lessor or royally owner, and if such other part/s lessor or royally owner should demand and receive settlement on o higher

Efetisfe itwis,igai^

Nothing contained in this Ankle IILB. shell be deemed on assignment or emmtsignment of interests coveted hereby, 

end in the evan Km or mere punk, cowrihino to thk agreement jointly owned Leeecs, the punter1 undivided interne in 

said Leaseholds shall he deemed ccpanuc tanefiald inrerem ihr the pnrpogi of Ihb agreement.

C Snbirqnfnlfy Created Interests:

If any patty bn contributed hereto a Lena or Interest that b burdened with an assign mem of praduedoa given e> security 

for the payment of money, or if after the dste of this upetment. any parry creates an overriding royalty, production 

payment, net profits interest, assignment of production or other bunko payable out of production omihimMt to its working 

hww, hereunder, such harden shell be ^»ivr s “Subsequently Created Interest." Rusher, if any pony has contributed 

hereto a Lease or interesi t-ndnwd with on overriding royalty, production payment, net profits ifficirm. or ether burden 

payable out of production created prior to the dale of dds agreement. and such btndco is not shown on Exhibit "A." such 

burden eke shall be deemed a Subsequently Created tmrresi to the extent such burden ceases the hardens on such party's 

Lease or Interest to acted the amount stipulated in Artkb 11LB. above.

The poly whoso interesi is burdened with the Subsequently Crested Interest (the "Burdened Patsy”) shall assume ond 

alone bear, pay and discharge the Subsequently Created interest and shall indemnify, defend ond hah) harmless the other 

parties from end «gnlnss any BehiUly therefor. Farther. If the Burdened Pony fitils to pay. when due, its shore of expenses 

vtvoBmtifr herenafcr. til pravbhas of Ankle VILB. shall bo cnlbrecabk against the Subsequently Created Interesi in the 

«rmv manner as they are enforceable against the working Interest of Ihc Burdened Pony. If the Burdened Party b required 

under this agreement to assign or relinquish to any other party, or parties oil or a portion of its working interest and/or the 

production .mii.iujj» thereto, said other pursy, or parties, shall receive said assignment and/or production fice and dear of 

said Subsequently Created Interest. and the Burdened toty shaD indemnify, defend end bold harmkas said other party, or

parties, tommy and all cblim end demands for payment mated by owners of the Subsequently Created htleresl.

ARTICLE IV.

TITLES

A. Title Bemnlnattent
Title pmmitMtiii than he mode on the Dnllslta of any proposed well prior u commencement of drifting operoHnot end. 

if a majority in interest of the Drilling Parties so request or Operator to elects, title esnmnation shall bo made on the entire 

Drilling Unit, or nwvlmum meirtpnteit Drilling Unit, of the weft. The opinion win Indudc the ownership of the wotting 

harvro, mmereb, royally, overriding royalty and production payments under the eppficabk Loses. Bach party contributing 

t»~»« endfor Oil and Gas to he included In the DrUkiie or Drilling Unit, If appropriate, shall fhmbh to Operator

■II abstracts (Iwiudteg federal tease etatus reports, Ifetmilcahtel thk opinions, ttik papas and emotive material in hs possession Dee of 

charge. All such bfotmatkn not in the pompon" of or made nvailabk to Operator by the parties, but necessary foe the 

“viwwimHiem of the dde, shell be obtained by Operator. Operator shall causa tide to be examined by ettcnteyi oo hs staff or 

by mnrirfo attorneys. Copies of all tide opinions shall be furnished to each Drilling Pony. Carts teemed by Opemttr in 

procuring ‘Summi. feu. paid “rikv attorneys for title oisminntion (including pieliiniuary, supplententaL shutrin royalty 

^tniwu *nd division order titk optekot) and other direct charge. as provided te ExMbh "C shall he borne by the Drilling 

Fatties fat the proportion that the interest of each Drifting Party bears to the total interesi of oB Drifting Putties as such 

i«.M. appear to Exhftrit "A." Operator shall make no charge for soviets rendered by its staff attorneys or other personnel

A.A.P.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

Each party shaft be responsible for securing curative matter and pooling amendments or agreements required in 

ctmnectioa with Leases or Oil and Oat Interests comrihalcd by such party. Operator shell he responsible for Ihc preparation 

end recording of pooling designer font or declarations and communitbation agreements as weft os the conduct of hearings 

before governmental agencies for the securing of spacing or pooling orders or any other enter, necessary or appropriate to 

■be conflict of «|w»tinns hereunder. This shall not prevent any patty torn appearing on its own behalf at such hearings. 

Costs incurred by Operator. iwi,»tbig fees paid to outride attorneys, which ere associated with hearings before governmental

-2-
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IgaiclM. ond ndlicb ante <n ncctnuy and proper for the naMito contemplated tmA*r tfcii mpemerq be 
Cfassei la lh« Join accanu end dull not be amnd by die odmWmnlivo awttad donga at provided In BlldUl "C."
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Operator shall make no charge for services rendered by its staff aamiu js or ofa? personnel in the performance of the above 

fonedons.

^ - -tHfnvte noted. Nnj> well than be drilled on the Contract Anntnogrter (I) the title to (he DriDste or Drilling

been examined as above provided, and (2) the tide has been approved by the examining attorney or title has been "regard by 

aQ of the OrflQng Ptuttes in sneb wdL

B. Lots or Faflnr* of Tltlet

1. EBfiEQLfiCJOlte Should toy Ofl and Oat Interest or Oil and Gas Lease be ton through foflure of title, whfefa results In o 

reduction of interest from that shown on Exhibit "A," the party credited with contributing die affected Lose or Interest 

(inchx&ng. If applicable, a successor In interest to such party) shall have ninety (90) days from final determination of title 

foihnc to acquire a new lease or other instrument earing the entirety of the tide foflore, which aoqoUdon will not be

to Article VHLB., and foiling to do so. fob agreement, nevertheless, shall continue In force as to all remaining Oil and Gas 

Leases and Interests; and.

(a) The party credited with contributing foe Ofl and Gas Lease or Interest affected by foe title fidlurt (including, if 

applicable, a snrmsnr b interest to such pony) shall bear alone the entire loss and h shall not be entitled to recover from 

Operator or the other patties any development or operating costs which It may have previously paid or incurred, bat there 

shall be no additional Habflity on its part to foe other parties hereto by reason of such title failure;

(b) There shall bo no retroactive adjustment of expenses incurred or revenues received from the operation of the 

Lease or interest which has foiled, but the interests of the parties contained oo Exhibit "A* shall be revised on an acreage 

basis, as of foe time it b determined finally foal title foflore has occurred, so that (he interest of the party whose Lease or 

Interest b affected by tho title foilure will thereafter be reduced in foe Contract Area by the amount oflho Lease or (merest foiled;

(c) If the proportionate Interest of the other parties hereto in any producing well previously drilled on foe Contract 

Area b increased by reason of foe title foflore. foe party who bore foe eosts incurred fat connection with such well attributable 

to the Lease or Interest which has foiled shall receive the proceeds ittiftwitnhlr to foe Increase fat neb Interest (less costs and 

bankas attributable thereto) until h has been reimbursed for unwcovertd costs paid by fa fat creme erton with each well

iiiiiWiiiiM. |q «wA fiaiWl I or

(d) Should eny penon no! e piny to this agreement. wtio b damnified to be the owner of eny Loose or faterost 

tvhkh his Doled, pay in ooy manner eny pan of (he cod of operation. dmriopmett. or ispdpmmt. such emoaa shall be paid 

to tbc party or parties who bore the costs which air so refunded:

(e) Any liability to to o petsoo not a party to dris agreement lor prior production of Oil and Oat which arisen

by reason of rills failure shall be home severally by each party (including o pndcccsioi to a canon) party) who received 

production for which is rwyiitoi IqmU od the nrnf'"T* of *t| producrioo received, and raet. «rfc party shall

severally indemnify, defend and hold harmless oil other parties hereto for tmy such liabiEty to account;

(0 No charge shall be made to the John aecomrt ter legal esprntes. bee or salaries in ctmncctinn srith the defame of 

the Lease or interest claimed to have failed, but if the party contributing such Lease or Interest hereto decte to defend its title

hrhwniipwllwrptie—jnrwinprsiiwilhiTwrilhciwt

(g) If tmy potty la given credit on Exhibit "A" to a Lease or interest which is limited solely to ownership of an 

interest in the wellbore of any well or wells and the production flteicttocn. each party's absence of interest in the remainder 

of the fannn Area shall he considered a Failure of Title as to such remaining Contract Aren unless that absence of interest 

fa reflected on Exhibil "A."
2. Loss hv NoruPavmcm or Erroneous Payment of Amount Dae: tt, through mistake or oversight. any renal, thut-in weri

payment, minimum royalty or royalty payment, or other payment nccetsary to maintain all or o portion of on OD and Gas 

Lease or Uateicit fa not paid or is erroneously paid, and as a result o Lease or Interest terminates, there shall be no monetary 

liability «g»tn«r the pony who failed to make each payment Unless the pony who On led to make the respired payment 

secures a new Lease or tamest covering the same interest within ninety (90) days bom the discovery of dta Orihuo to make 

proper payment, which sriD not he sdtjcct to Airide VHLB„ the interest! of the patties reflected on EshDut "A*

shall be revised on an acreage basis, effective os of the dale of laiuiiunion of the Lease or Interest involved, and the party 
who fa'fad to proper payment will DO longer be credited with an interest fat the Contract Area oo account of owneship 

of the ■<«» or interest which has terminated. If the party who foiled to make the required payment shall not have been tally 

reimbursed, at the time of the loss, float the proceeds of the sab of Ofl end Oas attributable to dm tost Lease or (merest.

gntcnlatiri oo an acreage bash, for the development and operating costs previously paid oo account of such Lease or Interest,

it shall he tdmboncd tar onrecovcred actual coos previously paid by It (hut not tar Its share or the cost of any dry hale 

prcvioatly drilled or welh previously abandoned) from so much of Ibc following at fa necessary to effect reimbursement:

(a) Proceeds of Ofl and Gas produced prior to tuutinalluu of the Lease or Imereti. less operating Cl parses and lease 

burdens rhig—hereunder to the person who tailed to make payment, previously accrued to the credit of the lost Lease or 

Interest, on an acreage basis, op to the sraouul of imrecoYCTcd cosu;
(b) Proceeds of Oil sod Oas. less operating expenses and tease bmdens chargeable hereunder to the person who tatted

to make paynmm. up to die erarmm of ttnrccovered costs amtatmible to that portion of Ofl and Gas thereafter produced and 

mtAraU (excluding production front any wells thereafter drilled) which, in the absence of such Lease or Irrtrrrsi terarinatioa.

would be attributable to the lost !««> or interest on an acreage basis end which as a result of such Lease or Interest

termination is credited to other panto, the proceeds of raid portloa of the Oil end Gas to be contributed by the other patriot 

In proportion to their respective interests reflected oo Exhibit "A”; end.

(c) Any monks. up to the ntnomu of uarecovewd costs, that may be paid by any party who fa. or becomes, the owner 

of the Lease or Interest lost, for the privflege of panlcipeting in the Contract Aroo or becoming a pany to this agreement

j. IM» lame All losses of i-«" or Interests committed to this agreement, other than those set forth in Articles 

(V.B.I. and IVA2. above, shall ha joint losses and shall ha home by an patties in proportion to their intertill diown on

Eahtait "A.* This than inctads hot net be limited la dm tats of any Lease or talcrest through bfluro to develop or because

express or implied covenants have not been peitaiuied (other than performance which requires only the payment of money), 

and the toss of any >«■«« by »«pirari«n at the cod of its primary term if it fa not renewed or caltndrd. There shall be no 

fcadtjuanent of iatcrefa in the remaining portion of the Connect Aren on account of any joint loss.

4. Curing Tltlet b the event of a Failure of Title aider Article IV.B.I. or o loss of dllc under Article IV.IL2. above, any

inn or fatpinsi nripHrari by any party hereto (other than the party whose Interest has failed or was lost) during the ninety

(90) day period provided by Ankle IV.B.I. end Article IVA2. above covering all or o portion of the Interest dial has tailed 

or was lost shall be offered at cost to dm party whose interest has foiled or was lost, and the pmvfaioal of Article VIII.B. 

shall not apply to such ocquisition.
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1 ARTICLE V.

2 OPERATOR

3 A. Designation ond Responsibilities of Operator:

4 _.. .CIMARBX ENERGY CO. shall be (he Operator of the Contract Area, and shall conduct

3 and direct and have (fall control of oil operation! on the Contract Aren as permitted and required by. and within to Hmtfr of

6 fob asreemenL In its performance of sendees hereunder for the Noo-Operaton, Operator be an Mgn-ulriil opmnKtw

7 not adject to the control or direct loo of the Noo-Operaton except as to to type of to he ""JmnVrn in

8 with to election procedures contained In (his agreement. Operator toll not be deemed, or hold Itself out as. to agent of to

9 Non-Opcmton with authority to bind them to any obligation or liability assumed or incurred by Operator os to any third

10 parry. Operator shall cooduct ha activities under this agreement as a reasonable prudent operator. In a good tod Mawfamwitw

11 manner, with dne diligence and dispatch, in accordance with good oilfield practice, and In compliance with applicable bw and

12 regulation, bat to ao event aha!! It have any DafaOtty as Operator to (he otter parties for tosses t«t* or UabfiHles Incurred

13 except socb as may resstt from gross negUgeoce or wiftful misconduct,

14 B. Resignation or Removal of Operator and Selcctlan of Successor:

13 I. Rcsiyiwtirm err Removal of Operator. Operator may resign at any time by giving written notice thereof to Non-Operators.

16 If Operator terminates its legal existence, no longer owns an interest hereunder In to Contract Area, or is do longer of

17 serving as Operator. Operator shall be deemed to have resigned without nay action by Noo-Operaton, except to selection of a

18 successor. Operator may be removed only for good came by the affirmative vote of NnoOperaton owning a majority

19 based on ownership os shown on Exhibit *A* renninbtg after *«**«4*"fl to voting interest of Operator, such vote shall not be

20 deemed effective until a written notice has been delivered to to Operator by a Noo-Operator detailing to ■UfgH defetdt and

21 Operator has foiled to core the default within thbty (30) days front its receipt of to notice or, if the default an

22 operation then being conifitrtrri. within forty-eight (48) boors of Us receipt of to ootice. For purposes hereof, 'good cause* shall

23 mean not only puss negligence or wfilfol misconduct but also to material breach of or inabilily to meet the of

24 operation contained in Alible V-A. nr material faBm-e nr IraMHly k> perform ht ftUlgtfrw »Hfr igT’WWTW

23 Subject to Article VILD.I., cucb resjgpatfon or removal toO not become effective until 7:00 o'clock AJri. on to first

26 day of to catatdor month foOowing the expiration of ninety (90) days offer to giving of notice of rpMgpaTBvt by Operator

27 or actioo by to Non-Operators to remove Operator, unless a successor Operator has been selected and assumes to of

28 Operator at an earlier date. Operator, after effective date of resignation or removal, shall be hound by to hereof as a

29 Neo-Opemtor. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single

30 subsfafiaty, parent or successor corporation shall not be to basis for removal of Operator.

31 2. Selecthm_pf 5?TlffimTT Operator Up™ to igrignUm m ramewnl of Qpeww infer any pimHriAii ttf ihh fljn-m—<il a

32 successor Operator shall be selected by to parties. The successor Operator stall be selected from to parties owning an

33 interest in to Contract Area at to lime such successor Operator is selected, The successor Operator shaft be tefceted by the

34 affirmative vote of two (2) or more parties owning o majority interest based on ownership as shown on EmMNt *A“:

35 provided, however. If an Operator which has been removed or is deemed to have resigned foils to vote or votes only to

36 succeed itself, the successor Operator shell be selected by to affirmative vote of to party or parties owning a majority

37 interest based on ownership ns shown on Exhibit *A* remaining after exehating to voting interest of to Operator that was

38 removed or resigned. The former Operator shall promptly deliver to the successor Operator oil records and data relating to

39 the operations contacted by the former Operator to to extent sueh records and data are not already fat to possession of to

40 mrrrunr upmitin. Any cost of obtaining or copying to former Operators records and data shall be charged to to joist

41 account.

42 3. Effect of Bankruptcy If Operator becomes insolvent, bankrupt or b placed fat recdvcrshlp, fa shall be deemed to have

43 resigned without any action by Noo-Operaton. except (he retortion of a successor. If a petitioa for refief under to federal

44 bankruptcy laws b filed by or ag&snsl Operator, and (be removal of Operator b prevented by to federal bankruptcy court, all

45 Noo-Operaton and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or

46 assume dris agreement pursuant to to Bankruptcy Code, and an election to reject thb agreement by Operator as • debtor in

47 possession, or by o trustee in bankruptcy, toll be deemed a resignation as Operator without any action by Non-Operators,

48 except to selection of a successor. During to period of time to operating committee controls operations, all actions shall

49 require to approval of two (2) or more parties owning e majority Interest based on ownership os shown on Exhibit *A.* In

50 the event there are only two (2) parties to fob agreement, during to period of time the operating committee controb

51 operations, a thfad party acceptable to Operator. Non-Operator end to federal bankruptcy court shall be selected as •

32 member of to operating committee, and afi actions shall require the approval of two (2) members of to operating 

S3 committee without regard for thdr interest in to Contract Area based on Exhibit "A."

34 C Employers ond Contractors;

55 The number of employees or contractors used by Operator in ronifiirUng operations hereunder, their selection, and the

56 hears of bbor and to crenpcmstfam for services performed shall be determined by Operator, and oil sueh employees or

57 contractors stall be to employees orcoruraetora of Operator.

58 D. Rights and Duties of Operatort

59 I. ftwwpgftfa* frntei nrrd Use of AflHfates: All wefts drilled on to Contract Area toll be drilled on a competitive

60 qj (be QfQs| uttes prevailing fat the area. If fa so Opwt»> may employ its own pint equipment in

61 to drilling of welts, but its charges therefor shall not exceed to prevdfing rates in the area and to rate of such ctatges

62 stall be agreed upon by to parties fat writing before drilling operations are rommenced. and sueh work toll be performed by

63 Operator under the same terms and conditions is are customary and usual in to area fat contracts of faidcpcnrinit contractois

64 who are doing work of a stator nature. All work performed or matcriab wpplied by AafTIUates er rebted panbn of Operator

65 shaft be performed or supplied at competitive rates, pursuant to written agreement, and fat accordance with customs and

66 standards prevailing fat the industry.

67 2. Dfetorge of lottn Account OMhnriorre: Except os herein otherwise sped Deafly provided. Operator stall promptly pay

68 and dhetarge expenses incurred in to development end operation of the Contract Area pursuant to fob agreement and stall

69 charge each of to praties hereto with their respective proportionate stares upoo to expense bnsb provided fat Exhibit *C*

70 Operator toll keep an occumte record of the joint account hereunder, showing expenses InumoJ and charges and credits

71 made and reedved

72 3. Protection from Lieut: Operator shall pay, or cause to be paid, os end when they become due and payable, oft nrrmmts

73 of contractors and suppliers ond wages and salaries for services rendered or performed, and for materials supplied on, to or In

74 respect of the Contract Area or any operations for to joint account thereof, and stall keep to Contract Area face from
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liens and encumbrance* resulting 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 accoant of the Non-Operators any funds of the Non-Operators advanced 

or paid to the Operator, either for the conduct of operations hereunder or as ■ result of the tale of production from the 

Contract Area, and such finds shall remain the finds of the Non-Openuon on whose account (hey are advanced or paid until 

used for their intended purpose or otherwise defivered to the Non-Operators or applied toward the payment of debts os 

provided in Article VII3. Nothing In this pawyaph shall be construed to cttbGsh o fiduciary relationship between Operator 

and Non-Operators for any purpose other than to account fir Non-Operator foods ts herein specifically provided. Nothing m 

this paragraph shall require the naintcnancc by Operator of separate nrrwints for the fondi tittVt* n nntnHhr of dm

5. Aeeew to fama Aw and Records: Operator shall, except as otherwise provided herein, permit caeh Non-Operator 

or its duly authorized representative, at the Noo-Operatort sole risk and cost, Adi and fiee access at all reasonable times to 

ofi operations of every Und and character being cnnrfpctfd for die jomt account on the Contract Area and to the records of 

operations conducted thereon or production therefrom, deluding Operator's books and records relating thereto. Such access 

rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and dwti not obligate 

Operator to foroisb any geologic or geophysical data of an interpretive nature unless the cost of preparation of such 

interpretive data was charged to the joint arrramt Operator will fimtisb to each NooOpemtor upon request copies of any

and ail reports and Information obtained by Operator in connection with production and related items, without

Ihniiatina meter and chart reports, production puwhiwcr statements, mu tickets and monthly gauge reports, but —**i«*^g 

purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the 

information. Any audit of Operator*! records relating to amounts nprnrirri and the appropriateness of such expenditures

pil«l*^f|j) ^uuScd lotinsi. raorw^onsctmng pomes snail re cnuttcu id rtcctvu operouDoai

<. Filnw and Rmmhimi Omremmiiirt Rennets: Operator will file, end upon written request promptly forafsh copies to 

cadi requesting NonOpcralnr od In defcub of its payment obligations. on opennlonQl notices. reports or appUcuioii, 

requited to be Hied by local Stole. Federal or Indian agencies or stnhoritiei having Jurisdiction over cptrailwii hereunder. 

Pm4> NorvOperamr «h»n provide to Operator on a timely been ell information necenaiy to Operator to mate nidi filings.

. 7. DrifUng and Testing Orurations: The feUotrine Bfouislonl thall eoolv to each s

Entiled to the Initial Wea

ls) Operator will promptly advise Nao-Opcratnn of Era data on which Era well is epodded. or the data on which

drilling operations nie commenced. Ccnseotiiia Parties
ftlOnctaw wlllscnd to MottOpentloraiiucii repents, test results and notices regarding the progress preparations ott Etewdl

nulll TTlWI fl|lllt»lnr>^ffl rpm-wjdy S.H IWItmtnvttft, rtmtyrtwTfmgwpnrt. enraptratnn wpem imd wHI Ingt

(c) Operator shill adequately test all Zeaes encountered which may reasonably be opened to be capable of predating 

Oil and Oat in paying qtnrtthies as a resub of ...mm.iinw of Era dectric tog or any other logs or cores or tests conducted

K fwa Pwmwics! Upon reqocft of any Cniucming Party. Operator thall fitrohh estimates of current end ctmtulalive com 

inclined for the John account at reasonable intervals during the conduct of any opera! loo punuant to dlls agreement.

Operator chat! not be held lleble for errors fat ench nltmrtttt ce loag es the estimates ate made in good faith.

9. hmiinncc; At all times while cpemtlons am conducted hereunder. Operator shall comply with the wetheis 
iiwfMli. law of die slate where the eperalioin era being entidiincd; provided, however, that Operator may ho a seif- 

iiwnw for liahiUly raid corapeaatkm laws in which event the only charge that thall be made to Era John account dull 

be as provided in PvMhir *C* Openter shall also cany or provide insurance for the benefit of the John account of the panlea 

as otnlined in Exhibit *D* herato and made a pan hereof. Operator ehdl roqubc dl centittrtnrt engagod in worh on

or for the Contract Area to comply whh the woHrecs contpeitsialoo law of the state where the operations are being conducted 

end to maintain etch other insurance as Operator may require.
In die event automobile EabEhy Ittanitce Is specified fat raid EiMbil *D.* or subsequently receives the appronl of the 

patdes. no (Erect charge dadl be made by Operator for premiums paid for such Insurance for Operator1! automotive

AimCLEVI.

DRILUNC AND DEVELOPMENT

A. Initial Weffa
nnorheforeitie I davof Sentmhrv.MU . Ooeratnr shell have the rfahttn enmmenee the driffimt of die hrittal 

Well at the foUowing locatina:

Section 7. TowmdrfpJOSouth, Range 11 East

ef the wdl with dnedi'

lallwumpiaffiP Imwtf-nnfl »MigBrUteL^FKla--qfe4lg1^ 0<ijtejpiai
in Completion operations and Artele VLF. at to letminallon of operatioos end Aitido XI as to ttccuiTtiice of force majeure. 

& Subsequent Operations:
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be 

performed. the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a

whether they elect to pcrtidpmc in the cost of the proposed operation. If a drilling rig Is on notice of a pnpoH to

Rework. Sidetrack. Recompute. Plug Beck or Deepen may be given by iclephcoc and the response period shall he limbed to forty, 

eight (48) hoars, exclusive of Saturday. Sunday and legal bofidays. Failure of a party to whom such twice is delivered to reply 

within the period above fixed shall constitute on election by that party not to participate fat the cost of the ^rntirm

Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered to all parties 

within the time end in the manner provided bt Article VIM

If all parties to whom such notice Is delivered elect to participate to such o proposed opnvthw. the parties shall be 

contractually committed to participate therein provided such operations ore commenced within the tine period hereafter set 

forth, and Operator shall, no later than ninety (90) days after expiratiou 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 thereafter complete b with dne tfillgence at the risk and of

the parties participating (herein; provided, however, said commencement date may be cntmdrd upon written notice of same 

by Operator to the other parties, for a period of up to thirty (30) additional days It in the sole opfotoq of Operator, such 

addition! time is reasonably necessary to obtain pennits ftom governmental authorities, surfoee rights (including rights-of- 

way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or 

tereptnnee. If the actual has not been commenced within the time provided (fatehidlag any thwftf as

specifically permitted herein or in (ho foroe mqjcuro provisions of Article XI) and if any party hereto sdD desires to conduct 

said operation, written notice proposing same most be it submitted to the other parties to nwordanet herewith as if no prior 

proposal had been made. Those parties that did not participate to the drifting of o well for which a proposal to Deepen or 

Sidetrack is made hereunder shaft, if such parties desire to participate in the proposed Deepening or Sidetracking »<«. 

reimburse the Drilling Parties to arrnnlsnre with Article VLB.4. to the event of a rtcr |ii iilnu operation and to accordance 

with Artide VLB3. to (he event of a Sidetrack tog operation.

2. ftimr^ by ^TTmn An Pifflte

(a) Detcnnlnation of Pwtictoation. If any potty to whom such notice is delivered as provided to Article VLB.I. or

VLGI. (Option N& 2) dccts not to participate to the proposed operation, then, to older to be entitled to tire benefits of this 

Article, the party or parties giving the notice and such other parties as shall elect to participate to the operation shaft, no 

later than ninety (90) days after the expiratioo of the notice period of thirty (30) days (or as promptly as practicable after tire 

expiration of the fony-clghr (48) hour period when a drifting rig is on location, as tire case may be) actually eorammeo tire 

proposed operation and complete it with due diligence. Operator shall perform aft work for the account of tire Consenting 

Parties; provided, however, if no drifting rig or other equipment Is on location, and if Operator is a Nen-COmcMtog Fatty, 

the Contenting Fatties shall either: (i) request Operator to perform tire work required by such proposed operation for tire 

account of the Consenting Parties, or (u) drrignste one of tire Consent tog Parties os Operator to perform nidi work. The 

right* and tirtir* granted to and imposed upon the npotor nwlw tids agreement art ywi u> and upon tire party

designated as Operator for an operation to which tire original Operator is a Non-Consenting Party. Consenting Parties, when 

fwnfiffttog fipfTstiffnr on tire Area u iM« Article VUL2-. «t»»w comply with aft terms and ewiiiimK of tids

If less than all parties approve any proposed operation, the proposing parry, immediately after tire expiration of the 

ippfrffbfr notice period, shaft advise aft Panics of tire total totem of the parties approving neb operation and its 

recommendation as to whether tire Consenting Parties riiould proceed with the operation at proposed. Each Contenting Parly, 

within forty-eight (48) hours (exclusive of Saturday, Sunday, and legal bofidayi) after delivery of such notice, shall advise tire 

proposing party of its desire to (I) limit participation to such party's interest as drown on Exhibit "A" or (ft) cany ooly its 

proportionate part (determined by dividing such party's interest to tin Contract Area by the interests of all Contenting Parties to 

tire Contract Area) of Noo-Conscntlng Parties' Intrirsr*. or (Hi) cany ha proportionate part (determined os provided to (U)) of 

NonGomcnttog Parties' inmw« together with all or a portion of to proportionate pan of any Nop-Conscnttog Partied 

interests that any CwwriTi Party did not dec! to take. Any interest of NothConsemtag Patties that b dm carried by a 

r>twwf«ig puny shaft be deemed to be carried by tire party proposing tire operation if such party does not withdraw to 

proposal. Failure to advise the proposing party within tire time required stall be deemed an election under (1). fat the event a 

drifting rig b on location, notice may be ghreo by telephone, and the time permitted for such a response shaft not exceed a 

total of forty-eight (48) hours (exclusive of Saturday. Sunday and legal holidays). The proposing party, at to election, may 

withdraw such proposal if there b less than I00H pwnigipatbm and shall notify all parties of ach drebton within ten (10) 

days, or within twenty-four (24) hours if a drifting rig b on location, following expiratioo of the applicable response period 

If I00K subscription to the proposed operation b ohtatofri. the proposing party shaft promptly notify the Contenting Forties 

of their proportionate interests to the operation sod the party serving as Operator shall commuwi such operation within the 

period provided to Article VLB. Usutged to the mme attention right os provided thereto.

(b) Rdmauidmiait of tonresi for Noft-Pwtirinstkm The entire con and risk of rtuirtnrting such operations shall be

borne by the Consenting Parties to the proportions they have elected to bear same under the terms of the preceding 

paragraph. Crmwrtttog Pontes shall keep the leasehold estates invoked to such operations ftce and clear of all 6cm and 

encumbrances of every kind created by or arising ftom the operations of the Consenting Parties. If such as operation results 

to a dry hole, then subject to Articles VLIL6. and VLEJ, the Consenting Parties shaft plug and abandon the weft and restore 

the surface location at their sole cost, risk and provided, however, that those Non-Consenting Parties that

participated to the drifting. Deepening or Sidetracking of the well shaft remain liable for, and shaft pay. their proportionate 

shares of the cost of plugging and ftknnAmtng the well and restoring the surface location tesoftr only as those costs were not 

toctcucd by the subsequent operations of the Consenting Parties. If any well drilled, Reworked. Sidetracked. Deepened, 

ttecomplcted or Rugged Back under the provisions of tins Article results to a well capable of producing Oil oadtor Oas to 

paying quftmitig*. the Consenting Parties shall Conqtiete and equip the weft to produce at their sole cos and risk, and the 

well rfwM dwn be turned over to Operator (if the Operator did not conduct the operation) and shall be operated by It at the 

expense and for the account of the Consorting Parties. Upon commencement of operations for the drifting. Rework tog. 

Sidetracking, Recomputing, Deepening or Plugging Bock of any such well by Contenting Parties to aeeontanee with the 

provisions of thb Article, each Nao-Conscnttog Party shaft be deemed to have relinquished to Consenting Parties, and the 

Cfr»w«tn*g Parties shall own and be entitled to receive, to proportion to their respective interests, oft of such Non-

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989
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Deepening. Recorapleting or Plugging Back, or o Completion pursuant to Article VLC.I. Option No. 2, all of inch Non- 

Cowenttag Party's I merest In the production obtained ton the operation In which the NoftOnsemiig Forty did not deet 

to participate. Such reUnquhfament shall be effective until the proceeds of the ale or nidi share. et the wed. or

markei value thereof if each share is not sold (after deducting applicable ad valorem, production, severance, end excise 

royalty, overriding royalty and other interests not excepted by Article I11.C. payable out of or measured by the production 

fora such well accruing wfth respect to such interest until it reverts), shall equal the total of the fallowing:

(it ton 54 of each such Noo-Conscnting Ptnyt share of the cost of any newly —ptfri surface agnipm—* 

beyond the wellhead connections (including hot not Hmfted to ttoek ranks, separators, treaters, pumping equipment and 

piping), phis 100% of each such NoivCansenitag Pait/s share of the cost of operation of the weO commencing with first 

production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other 

provisions of this Artiele, it being agreed that caeb Non-Consenting Party's share of such coats an) fpifr»i»»*it will be that 

interest which would have been chargeable to suefa Nan-Consenting Party bad it participated In (be well ftom the 

of the operations; and

flit 300 % of (a) that portion of the costs and espouses of drilling. Revoking, Sidetracking,

Plugging Back, testing. Completing, and Reeoraptofag. after deducting any cash contributions received under Artiele VHLC„ 

and of (b) that portion of the cost of newly acquired equipment fa the well (to and twfhnffng the weflhcod connections), 

which would have been chargeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything to the contrary fa this Article VLB, if (he well does not roch the deepest elective 

described in the notice proposing the weft for reasons other than the encountering of granite or praetieally fawpfafimfrle 

snbtianct or other condition fa the hole rendering Amber opoalhuB impracticable. Operator shaft give notice thereof to each 

Non-Consenting Party who submitted or voted far an alternative proposal tinder Article VLB.6. to drift the wdl to a 

shallower Zone than the deepest objective Zone proposed fa the notice under which the weft was drifted, and each such Non- 

Consenting Party shall have the option to porlkipaic fa the initial proposed Completion of the well by paying its share of die 

cost of drifting the wdl to its actual depth, ndflitstfri b the wmiw provided fa Article VLB.4. (a). If any «*«* Non- 

Consenting Patty does not elect to participate in the first Completion proposed for such wdl. the idfaquisbmcA previsions 

of this Article VLB£. (b) shaft apply to sueb pony's interest.

(c) Reworking. RccomoleHng or Pfagglny Back. An election not to participate fa the drifting. Sidetracking or

Deepening of o wdl shaft be deemed an election not to participate fa any Reworking or Plugging Back operation proposed fa 

such a weft* or portion thereof, to which the initial potreotmifl election applied tint is «***at any time prior re fall 

recovery by the Consenting Purtks of the Non-Consenting Party's recoupment amount Similarly, an ckedoa not re 

participate fa the Completing or Recomptetfag of a weft daft be deemed on ejection not to participate fa any Reworking 

operation proposed fa such a well, or portion thcreoC to wfricb (he initial non-consent election applied that is at

any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's w—amounL Any tneh 

Reworking. Recomputing or Rugging Back operation eondneted during the recoupment period shaft be deemed pan of the 

cost of operation of said wdl and there shall be added to the sums to be recouped by die Consenting fatties 300 % of

that portion of the costs of the Reworking. Recomputing or Plugging Back operation which would have been chargeable to 

sueb Nan-Conseoltag Party had H participated therein. If such a Reworking. Recomputing or Plugging Back operation b 

proposed during such itrmipmfiw period, the provisions of fids Artiele VLB. shaft be applicable as between said Consenting 

Parties b said wdL

(d) Recoupment Matters. During the period of time Consenting Parties are entitled re reedve Non-Consenting Party's

share of production, or the proceeds thereftom. Contenting Parties shaft be responsible far the payment of all ad valorem, 

production, severance, excise, gstbering and other taxes, end aft royalty, overridfag royally and other burdens to

Nen-Coatntbg Party's share of production not excepted by Article IILC.

In the cose of any Reworking. Sidetracking. Plugging Back. Recomputing or Deepening operation, the Contenting 

fatties shall be permitted to use, fire of cost, all casing, tubing and other equipment fa the weft, but (he ownership of all 

such equipment shall remain unchanged; and upon abandonment of o wdl after such Reworking, Sidetracking, Plugging Bade. 

Recoraplcting or Deepening, the Consenting Parties shaft account for all such equipment to the owners thereof with each 

party receiving its proportionate part fa kind or in value, less cost of salvage.

Within ninety (90) days after the completion of any operation under this Artiele, die party conducting the operations 

far the Consenting Parties shaft Atntish each Non-Consenting Party with on inventory of the rqalpmewt fa and connected re 

the weft, and an tanked statement of the cost of drifting. Sidetracking. Deepening. Rugging Back, testing. Completing. 

Recomputing, and equipping the wdl for production; or. at its option, (he operating party, fa lien of an tanned rticrmmt 

of such costs of operation, may submil a detailed statement of monthly biftfags. Each month thereafter, daring the time the 

Consenting Parties are being retmbmed os provided above, the party conducting the operations far (he Consenting Parties 

dull Amdsb the Non-Consenting Parties with on tanked statement of all costa and liabilities Incurred in the operation of 

the well, together with a rtntmmt of the quantity of Oil and Oat produced ftom it and the amount of proceeds realized fiam 

the sale of (he wdPi working Interest production during the preceding month, fa determining the quantity of Oil and Qas 

produced during any month. Consenting Parties shaft use fadustry accepted methods such as but not Emitcd to metering or 

periotBc weft tests. Any amount realized ftom the sale or other deposition of equipment newly acquired fa connecdoa wfth 

any sueb operation whkfa would have been owned by a Neo-Consentfag Parly bad it participated therein shaft be credited 

against the total unreturaed costs of the work done and of the equipment purchased fa determining when the interest of such 

Non-Consenting Party shaft revert to it as above provided; and if there is a credit balance. It shall be paid to such Non- 

Contenting Party.

If and when the Consenting Parties recover ftom a Non-Consenting Pan/i relinquished Interest the amounts provided 

far drove, the relinquished interests of such Non-Consenting Party dull automatically revert to it as of 7:00 a.m. on the day 

following the day oo which fitch recoupment occurs, and, ftom and after such reversion, such Non-Consenting Puny shall 

own the some interest fa such weft, the material and equipment fa or pertaining thereto, and the production thereftom as 

such Non-Consenting Party would have been entitled to had H participated fa the drilling. Sidetracking. Reworking. 

Deepening, Recompleting or Plugging Back of said wdL Thereafter, such Non-Consenting Puty shaft be charged with and 

shall pay its proportionate pan of die Amber costs of the operation of said well in accordance with the terms of this 

agreement and Exhibit “C attached hereto.

3. Sumd-Hy_Cost« When a wdl which has been drifted or Deepened has reached hs authorized depth and aft tests have 

been completed and the results thereof famished to the parties, or when operations on (be wdl have been otherwise 

terminated pursuant to Article VIJ\, stand-by eosts Incurred pending response to a party's notice proposing a Reworking,

• 7.
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Sidetracking. Deepening. Recoraptaing. Plugging Back nr Completing operation in neb n wen (inchtdtng the period required 

onder Article VIBA to receive compering proposals) shall be chaigtd and borne ac pan of da drilling or Deepening 

operation Jun completed. Stand-by cods subsequent to nil portlet responding. or captation of the response time permitted, 

whichever (tat ocean, and prior to agreement at to the participating Interests of all Consenting Panics pursuant to the terms 

of the second grammatical paragraph of Antete VLBJL (ok shell be charged to and borne as pan of the proposed operation, 

hot if the proposal it subsequently withdrawn because of insnlUdent psnktpalion, such standby costs then be dkented 

between the Consenting Perries In the proportion each Consenting Party's interest ns shown on EaMUt "A* bears to the total 

interest as shown on Exhibit *A* of all Consenting Parties.

^ In the event that notice for a Sidetrack hot or Detpcnlnfl operation is given whik the drilling rig to be uliGrcd is on location any

may request and receive op to (he (5) additional days after aptarion of the forty-eight hour response period «pev»ktt In 

Article VI.B.I. within which to respond by paying fite oft standby. costs and other costs inclined daring ■"**!. extended 

response period; Operator may require inch pony to pey the estimated stand-by rime fas advance as a condition to exteoAng 

the response period. If mare than one patty elects to rake each additional time to respond to the notice, standby cosra shall be 

allocated between the pasties taking additional time to respond on a day-to-day trade in the properdin each electing party's 

Interest as shown on Exhfoil *A* bean to the total interest as shown on Exhfttit ’A* of all the electing parties.

4. Decncnhm If less than all parties elect to participate fat s drilling. Sidetracking, or Deepening operation proposed 

pursuant to Articfc VLB.I, the interest relinquished by the Nun-Consenting Patties to the Consenting Patties -"tn- Article 

VLBJ. titan relate only and be Undted to the lesser of (i) the total depth actually drilled or (U) the objective *p* or Zone 

of which the patties were given notice under Article VLB.I. ("Initial Objective). Such wdl shaft not he Deepened beyond the 

Initial Objective without ftrst complying with this Artick to aflbrd the Non-Ctimenring Potties the opportunity to participate 

in the Deepening operation.

In the event any Contenting Party desires to drill or Deepen a Non-Consent Wdl to a depth below the Initial Objective, 

such pasty shall give notice thereof, complying with the icqulrenenls of Article VLB.I.. to oft parries (including Non* 

Consenting Patties). Thereupon. Articles VLB.I. end 2. shdl apply and oil parties retching such notice draft have the right to 

pstticipilti or not participate in the Deepening of such wdl pursuant to add Aitidas VLB.I. and 2. If o Deepening operation 

b approved peramu to neb provisions, tad if any Moo-Consenting Fttty elects to piiticipilr in the Occpcnhig operation, 

nth Ncn-Coratnting pany shill pay or cake ftfanburaerncm (as the can nay be) of the fallowing com and expenses.

(a) If the proposal to Deepen is node prior to the Completion of sod) vcfl ns n «t(1 capable of b paying

qninrlTlro, sneh Non-Consenting Pony shall pay (or rdrobtnse Contenting Parties far, ts the case may be) that share of costs 

and expenses bowed in connection with the drilling of said well flora the surface to the Initial Otgective which Non- 

Contenting Party wonU have paid had such NooCoascnting Party agreed to participate therein, phis the Non-Coosenting 

Party's share of the cost of Deepening and of participating in any farther operations on the wdl to nreontmer wtth the other 

provisions of this Agreement; provided, however, d costs far testing and Compktiop or anrmptrd ComphiHtn of the wed 

incurred by Consenting Parties prior to the point of actual operations to Deepen beyond the Initial Objective shall be far the 

sole account of Consenting Portlet.

(b) If the proposal is made for a Non-Ccnsent Well (hat has been previously Completed as a wdl capable of producing

to paying quantities. but is no longer capable of producing b paying quantities, tach Nos-Consenting Party shall pay (or 

reimburse Consenting Parties far, a the case may be) it* proportionate share of a!) costs of drilling, nonpitting, and 

equipping aid well from the surface to the Initial Objective, calculated to the manner provided to paragraph (a) above, less 

those costs recouped by the Consorting Parties flora the sate of production from the wdl The Non-Consenting Party shall 

also pay its share of dl costs of reentering said wdL The Non-Consenting Parties' proportionate part (based

oo die percentage of mb well NooCoascnting Party would have owned had h previously participated to such NooCcnscnt 
Wdl) of the costs of ratable materials and equipment remaining to the hole and ralvable surface equipment used to 

wwwfgtinii with such well shall be determined to accordance with Exhibit X.m If the Consenting Parties have recouped fee 

cost of drilling. Completing, and equipping-the wdl at the time such Deepening operation to conducted. then a Non- 

Consenting Party may participate b the Deepening of the well with no payment far costs Incurred prior to re-entering the 

wd) far Deepening
Hie loregoing th.ll om imply a right of any Conscnring Party to prepose any Proponing for o Non-Cootau Weft prior 

n the drifting of such weft to in Initial Objective wilhotn the content of the other Consenting talks ns provided In Aitick 

VLF.
5. Shtetradring: Any party having the rign to participate In a proposed Sidetracking operation rial does net own on 

interest fat the affocted wellbore el the rime of the notice shril upon electing to peitkiprir. tender to the wellbore owner* k 

proportionate than (equal to its interest in the Sidetracking operation) of the value of dud portion of the existing weilbere 

to be uftiied ns fcflnwc
(a) If dm proposal is for Sidetracking no existing diy hole. reimbursement daft ho on the basis of the actual cons 

[iw.in.vt jn the initial drifting of the wdl down to the depth at which the Sidetracking operation is jrdtiitert.

(b) If Ihe proposal k for Sidetracking a weft which has previously produced, reimbursement shaft he on the bask of 

such party's proportionate share of drilling end equipping cons incurred in the inilia] drilling of the wdl down to the depth 

•I whkh the Sidetracking operation is conducted, orientated in the maimer described In Artick VLB.4(b) above. Such petty's 

p.npn.tinnntn shore of the cut of the wdfs solvable oattrkk and equipment down to the depth at which the Sidetracking 

opention is initialed dull be detemrintd In nctnttkncn with Ihs providans of Exhibit *C*

6. Order nf Preference of Oncntkm. Except os othenrisc specifically provided In rids agreement, if any party desires to

propose the conduct of on operation that conflicts with a proposal that has been mode by a patty under rids Artick VL tech 

party daft have fifteen (IS) days IVom deftvery of the bridal preposaL fat dm case of n pcoposal to drill e weft or to perform 

•n operation on a weft where no drilling rig is on location. or twotty-four (24) hauti. exclusive of Satunky. Sunday and legal 

holidays, (tom delivery of the Initial proposal, if a drifting rig b on location for the well on which sudt operation b to he 

conducted, to deliver to oil parties entitled to participate in the proposed operation snob party's aherearive proposal such 

ahesnste proposal to the same information required to be included in the britbl preposaL Each party receiving such

proposals shall eket by ddivciy of notice to Operetta within flvo (S) days oiler expiration of the proposal period, or within 

twenty-four (24) hmm (exclusive of Saturday. Sunday and legal holidayi) if a drilftng rig is on location for the weft that k the 

subject of the proposals, to participate in one of the competing proposal* Any party not decring within the time required 

shall be deemed not to have voted. The proposal receiving the vote of parries owning the largest aggregate percentage 

hucrea of the parties voting shaft have priority over dl other compering proposals: far die case of o Ik vote, foe
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initial proposal shall prevail. Operator shall deliver rodeo of each result to all parties entitled to poniofrete in the operation 

within five (5) days after expiration of die election period (or within twenty-four (24) hours, exclusive of Satunfay. Sunday 

and legal holidays, if a drilling rig is on tocmioo). Each party shall then have two (2) days (or twenty-four (24) hours if a rig 

is on location) ftom receipt of such notice to elect by delivery of notice to Operator to participate In such or to

rafinqidsb interest in the affected wdl punsant to the provisions of Article VLBX; foUate by o puny to deliver rmitr within 

nch period dmD be deemed an election njg to participate in the ptevalBug proposal

7. Conformity in Soaring foment. Nonrithstandog the provisions of this Article VL&2^ h is agreed that no weUs shall be 

proposed to be drilled to or Completed to or produced Dun a Zone from which a wdl located elsewhere on (he Contract

R. Bnriim-Wcfo. No party itmll conduct any Reworking. Deepening. Magging Back. Completion, or

Sidetracking operation under this ngnrratiil with rasped to any wdl then capable of producing in paying giiswrtrt— ascepi 

with the concent of all pnrtici this hove not retmqtrishcd facrests in the wdl el the time of niclt operation.

C CWnplHlMi of Watts ReworMng nod Pinging Bade

I. Ccnmielion: Without She consent of all ponies, no wen Stan be drilled, Deepened or Sidetracked, except any wed 
drilled. Deepened nr Sidetracked pussenm to the provisions of Article VIA2. of this agreement. Consent ts the drilling. 

Deepening or Sidetracking shell tnefatde:

B—ftnltin Nfa It AH ttensmitn anmiifitiefii far Hi drilling IWpehip m ririureiillii(| luring r.-pla-j 

equipping of the wtilli Iwnhirfing ncoenwiy nulngn nniliiw surface faiilllee.

B Optmi JtteJt AD necessity ettpendimres for the drilling. Deepeniitg or Sidetracking end testing of the wtg When 

such well has reached its authorized (fapth. end oil logs, cores and other tests have been r»»*plend the results 

thereof Atrabhcd to the potties. Operator stall give hmnedlore nedee to the Non-Opcnton having the right to 

puridpme in e Cwnplrrinn enempt whether or not Operator trromntcndt anemptlng to r*~npi>*. ou well, 

together with Operator's AFE for Completion costs If not previously provided. The potties receiving «■««* notice 

shnO htve forty-eight (481 horn (exclusive of Saturday. Sunday end bgd holidays) in which to elect by delivery of 

notice u Operator to pottidpera fat a recommended Compktton attempt or to make a Completion proposal with an 

accompanying AFE. Operator shall ddhrer any sneb Campktian proposal, or any Compietion proposal conflicting 

with Operator's proposal, to the other parties entitled to participate In sneh Ccmpleiion in ~y»"t»~» with the 

procedures yedfltd In Article VL&6. BWiim u paitiefoalc In • mump shed u an

accessary expenditures for the sod fyfn^pg of snch adi MnHiii|| accessary tadfor

fofttttidf hat o***11^ any Bimitniiw yiiM got wwuiiwi) on d># rvxnjiiiMMh AFE. Failure of say psiy 

receiving such notice to reply within the period above fixed shall constitute on election by that party ofil to 

participate to the cost of foe Completion attempt; provided, that Aitiete VIB6 shall control in foe case of 

conflicting Conytaiun propoab. If one or owe. but less chin an of foe parties, deet to attempt a Completion, foe 

provision of Article VLBI hereof (the phrase "Rewriting. Sidetracking, Deepening, Rccompkting or Plugging 

Btek" as contained to Artide V1B.2. rind be deemed to todttde "Completing*) shall apply to foe operations 

thereafter by less than all parties; provided, however, that Article VLB2. shall apply separately to each

Compfotioo or hhhji naderaken tiwwwbf1 and an <i***t*m to a HwhCwwFwinj

Party os to one Completion or Recomplcticn attempt shall not prevent a party ftom hemming o Commtmg Party 

to Completion or Rccnmpletioo anempts tegardkss whether the Consenting Parties as to earlier

Completions or Rcconqdction have recouped their coda pumum to Artide VLEL2.: provided forther, that toy 

itroupmcm of costs by o pony shall be made soldy from the production attributable to the Zone to

which the Completion attempt Is made. Election by a previous NooConsenttog party to participate to a subsequent 

Completion or Recomptetion attempt shall require such party to pay its proportionate share of foe eon of solvable 

materials and Hmnifrd to foe wcO puRoam to foe previous Completion or Rceomptetico attempt,

intffftr and only tasofor a sueb and equipment benefit the Zone In which such potty participates to a

2. Rework. Reowmlete or Hup Back: No wed ihaQ be Reworked, Rccomplctcd or Plugged Rack except a wdl Reworked, 

or Plugged M puranut to the proviriens of Article VL&2. of this agreement. Consent to toe Reworking. 
RecompletJng or Plugging Bade of o weO shall include all necessary expenditures to conducting sneh operations and

Qffmpfrling of aril, hehrftog nccemiy tmkuge mdhe mrihee fodlhkx.

D. Other Opcrottooat
f>p***w>* ri*»tl tun mwfaffce my dngte ptejeet fmmmhly estimated to require an emendtoire In excess of

Scvtirtv-Fltre Thousand----------------------------------------------------------- DoUnnWJifflffi------------------- ) caecpt m connection with the

drilling. Sidetracking. Reworking. Deepening. Completing. Reconiptolng or Mugging Beck of c wdl Ural has been previously 

authorized by or pursuant in agreement! provided, buwmer, (hat. in ease of ctptoioa. lira, flood nr other Hidden 

emergency, whether of the same nr different nature. Operator may take nch sept and incur such opened at in is opinion 

are required to deal with (he emergency to safeguard life and property bat Operator, ts promptly os possible, shall rapett the 

to the other patties. If Operator prepares an AFE (hr its own use, Operator shall furnish any Non-Operator so 

m. IwflmwiiriTwienpy thereof far onyrinfllgiimieTleBStinil in exeexs of ScvmtV-FlvtThottsandDoUm 

re na non). Any party who has not relinquished Us Interest in a well shag have (he right to prepose (hat 

Operator perform repair work or undertake the instaDstion of artificial Bit equipment or ancillary pmririrtifw foeflitlee srtdt os 

eoh water disposal wells or to conduct ttddilionxl work with respect to a wcO drilled hereunder or other rimihr project (bat 

nos including the hmnnltni of gathering Eats or ether tramponatlon or marketing feciEticx. the insulin Ion of which shall 

he governed by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the 

Miwie Bm SCI forth above In fob Ankle VLD. (except in connection with an operation required to be prepooed trader 

Articles VLB.I. or VIC.I. Option No. 2. which dull be governed exclusively he those Ankles). Operator shall defiver such 

proposal to all panics cmitkd to participate therein. If within tinny (10) days thereof Operator secures the written consent

of any pony or patties owning si lees! _____% of (he Interests of the portks entitled to penldpete In sneh opentka.

eech potty having the right to participate fat such project shun be bound by the terms of such proposal and shall be obligated 

to pay its proportionate Share of die "«« of the proposed protect as If it had consented to such project pursuant to the tarns 

of the proposal.

E. Abandonment of Welle
I. Ahnndnatnient of Dev Holes; Except for any wdl drilled or Deepened pursuant to Ankb VLB.2. any well which has

-9-
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[tagged and abandoned without the conical of afl panics. Should Operator, after dftfgcnt effort, be to any

party, or should any party foil to reply within forty-eight (48) hours (exclusive of Saturday. Sunday end legal holidays) alter 

delivery of notice of the proposal to plug and abandon such well such party shall be deemed to have contemed to the

A0 such wtOs shall be plugged and abandoned in mmiHt with ■pplfc'iMf regulations and at dw 

cost, risk and expense of the parties who participated In the cost of drifting or Deepening such well Any party who objects to 

plugging and abandoning such well by notice delivered to Operator within forty-right (48) hours (exclusive of Saturday, 

Sunday and legal holidays) oftcr delivery of notice of the proposed plugging shall take over the well os of the end of sech 

forty-eight (48) hour notice period and conduct Anther operations In search of Oil ondfor Oas subject to the provisions of 

Article VI.B.; fofture of such party to provide proof reasonably satisfoctory to Operator of Its financial capability to 

such operations or to take over the wdl within such period or thereafter to conduct operations on such wen or plug and 

abandon such weD shall entitle Operator to retain or take possession of the well and plug and «*+**"n the well The party 

tahjffiovyt the wdl shall indemnify Operator (if Operator ti an abapdgtttoj^party) and the other abandoning parties. In a form

Habifity for any forte operate conducted on such weD except for the costs of plugging and the well and

restoring the surfoce. for which the abandoning parties «haD remsio proportionately Hable.

2. Abandonment nf Wells Thai Hm>e Produced: Except for any well in which a Non-Consent operation has been 

rondurtfri hereunder for which the Contenting forties have not been folly ichnburscd as herein provided, any wed which fans 

been completed as a producer shall net be plugged and abandoned without the consent of all potties. If all parties er-wm to 

suefa abandonment, (he well shall be plugged and abandoned in accordance with applicable regulations and oi the cost, ride 

nod expense of aB the parties hereto. Failure of a patty to reply within sixty (60) days of delivery of ooticc of proposed 

abandonment shall be deemed an election to consent to the proposaL 1C within sixty (60) days after delivery of notice of die 

proposed abnndomnmt of any wdl all parties do bos agree to the abandonment of such wdl those wishing to **»»*««* its 

operation from the Zona then open to production shaft be ohligntrd to take over the weft as of the of the

applicable aotice period end shaft indemnify Operator (if Operator is an abandoning party) and the other panics

against liability for any forte operations on the wdl conrfiictfd by such patties. Failure of such potty or parties to provide 

proof reasonably wtltftcioty to Operator of their financial capability to conduct such operations or to take over the wdl 

within the required period or thereafter to conduct eperutiens on nefa well shaft entitle opuitoi to retain or take possession 

of such wdl and plug and abandon the weft.

talks taking over t wdl as provided herein shall tender to each of the other parties its proportionate share of the value of 

foe weir* solvable material and equipment, determined in arrnirinncc with the provisions of Exhibit *C," less foe estimated eost 

of salvaging and the estimated cost of phqgpng and nbcndiming and restoring the surfoce; provided, however, that in the event 

foe estimated plugging and abandoning and surfoce restoration costs and the estimated cost of salvaging ore higher than the 

value of the wdh solvable material and equipment, each of the abandoning parties shall tender to the parties continuing 

operations their proportion!tc sharet of the etthnated excess cosl Each abandoning party shall assign to foe oon-ahtndooing

parties, without warranty, express or implied, as to tide or as to quantity, or fitness for use of the equipment and material all 

of its interest fat the wellbore of the well and rehued wyilpmrnt. together with Its Interest hi foe leasehold tasofer and only 

insoftr as sueh (f—coven the right to obtain production from that waftboro hi the Zone then open to production. If the 

inkiest of the «h»"*w»ing party a or rectadcs end Oil and Gas Interest, such party shall execute and defiver to the non- 

patty or parties an oft and gas base. Braked to (he wellbore and foe Zone then open to production, for a tens of 

one (I) year and so long thereafter as 09 and/or Gas is produced from foe Zone covered thereby, such base to be on the form 

■wehed g$ Exhibit *B.” The assignments or bases so Braked shall cncompare the Drilling Unit upon which the wdl a located. 

The payments by. and the or buses to, the assignees shall be In • ratio based upoo the relationship of their

respective of participation in the Contract Area to the aggregate of foe percentages of participation in foe Contract

Area of oft assignees. There shaft be no readjustment of interests in foe remaining portions of foe Contract Area.

Thereafter. parties shall have no forte tcsponsibOlty. liability, or interest In the operation of or production

ftom foeweft In foe Zone then open ate than the royalties retained in any lease made under the tenas of this Article. Open 
J qu3u°<8pentar shall *wrt!fT™> to fperw the wdl for foe account of the oop-obondonlag parties ai the rates and

charges by this «gr—plus any cost and charges which may arise as foe result of the separate

iloQ then have the option to repurchase its prior interest In the weft (using the same vibration formula) and participate in 

Amber operations therein subject to the proviskus hereof.
3. Abandonment of NtufConuffl Op*"*1""* The provision! of Artiefa VLE.I. or VtEA above shall be applknhk as 

between Onteti^ parties in the event of foe proposed abandonment of any well excepted from said Articles: provided, 

however, no wdl shaft be permanently plugged and abandoned unless end until aft parties having foe right to conduct Anther 

opmtfte therein have been notified of the proposed ahandmuncnl and afforded the opportunity to elect to take over foe weD 

In arrwrir'Wf with the provisions of this Ankle VLE4 and provided Date, that Noo-Conseoting talks who own an Interest 

in a portion of foe weD shall pay their proportionate shares of aheuduimicia and surfoce rrttnratim cost for such weft as 

provided fat Article VULlJb).

P. Termination of Operations:
Upon die commencement of an opera ion for the drilling. Reworking. Sidetracking. Plugging Bock, Deepening, testing. 

Completion or plugging of 0 well including but not Hmhed to the tnitisl weft, sueh operation shall not be terminated without 
of parties bearing 51 Si of the costs of sueh cprmtiwn provided, however, that In foe event granite or other 

practically bnpenesabb rfrr*""T» or condition in the hob U encountered which renders Anther opautions impractical 

fippf» may AmcihW ud give of such **||4|^|> fat the manner provided In Article VLB,I. and (he

provkte of Artkk VLB. or VIE. shaU thereafter apply to such operation, as appropriate.

G. Taking Production In Kind:
B Patina No. I* Gas BalsnchMi Agreement Attached

c*x4. pony than take in kind or separately dispose of hs pmponknntn share of aft Oft and Oas produced from the 

Contract Area, exclusive of production which may be used in development and producing operations rad In preparing and 

treating Oil and Oas for purposes and production unavoidably lost. Any extra expenditure incurred h the tiling

in kind or ■epawte by any party of its proportionate share of foe production shall he home by such party. Any

party taking hs share of production in kind rial) he required to pay for only Its proportionate riraro of such pan of 

Operator's surfoce focfthict which it uses.
Fftffr party shaft vm*** sueh division orders and contracts as may be necessary for foe sab of its interest in 

production fiom foe Contract Area. and. except os provided in Artkk VfLB.. shall bo entitled to receive payment

.10.
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dhtctfy from the purchaser thereof for its store of oil production.

If any party fails to make the arrangements necessary to take in kind or separately dhpwf of Its 

ikora of (he Oil produced (tom die Contract Ara, Operator rinll have die right, subject to the ■»*>«»!«« g| ^j]| ^ 

tbe party owning h. but not tho obligation, to purchase inch Oil or sell it to others at any time and from time to 

time, for the account of (be non-taking party. Any such purchase or sale by Operator may be by

Operator upon at least ten (10) days written notice to the owner of said production and shall be adject always to 

the right of the owner of the production upon at least ten (10) days written notice to Operator to exercise at any 

time Us right to take ta kind, or separately dispose oC its share of all Oil not previously delivered to o p»»*"«*« 

Any purchase or tale by Operator of any other partjfr shore of Oil shall be only fee such reasonable periods of time 

as are consistent with tbe nrinlrauin needs of the Industry under the particular circumstances, but in no even for a 

period in excess of one (l)year.

Any such sale by Operator shad be in o manner commercially reasonable under tin circumstances bat Operator 

shall have no duty to rime any existing market or to obtain a price etpuri to that received under any 

market The tale or delivery by Operator of a non-taking pony's rime of Oil under the toms of any faring 

contract of Operator shall not give the noo-taking party any interest fn or make (he party a party to said

contract Ho purchase shall be made by Operator without first giving the noo-uktag party at least ten (10) days 

written notice of such Intended purchase and the price to be paid or the pricing ha«h to be >«M,

All parties shall give timely written notice to Operator of (heir Gas tMifcerti^ arrangements for die following 

month, eseludhip price, and shall notify Operator immediately In the event of a change in such arrangements. 

Operator shall maintain records of all arrangements, and of volumes actually seU or transported, which

records shall be made available to Non-Operators upon reasonable request.

ta the evrot one or more parties* separate deposition of its rime of the Gas mmm split-stream deliveries to separate 

pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion- 

ale shoe of total Oas sales to be allocated to it, the balancing or sccmmitag between the parties be ta ——■huff with 
any Oas habnring agreement between the parties hereto, whether such an agreement Is ttfhfd es fahB* •E" or is n 

separate agreement Operator shall give ootice to aO parties of the first sales of Gas firm any wdl under this agreement 

B—Option-No. ill Ho Cm Ralantaa Anraamaati

Fnnh parry nlisll tshn in hind nr inpamrly diqinio nf ill pcnpoftintistn utmm nf all OH

Awoi aaohaha of preduattan which may be ored ta dawalopn and pw optiHtium
i Oil raid On for ipreparing and fra 

tosurwd ta the taking hi kind i
tmg preporea i

-dhporirien by any party of its pp -riore-^fr-ifia produorinn shall

Any party tritiag its rhnwi nf prednatiawta hind shall ho reqaiwd to pay fos only ha

proportionate share efaneh pan of Opreatoda wttftoo faofltries which it n

Booh pony shall -such division outers rod may bo ■ry fos the role of Its tatcrcrt ta

produotion from tho Cwiiinul Amu sisli- MpS-
direotiy ftom the pure hat 

If any party foils t

i Mbs reof fos lush nr 

i make the amine

i of oil prodnotloni

In hind- ssparf ly dispose of ha progenia

share of tho Oil areVos flat produosd ftom the Cot 

wvostioa at will by the party owning i»i but n

Areoj Operator rhall havt tho right*

nhligatiwii [Mimhnan nrti nil i ■"Oas w noil H to othara

i fos ■ the ■ i of da i

may ba tsnnlnaiad by Oparetos upon at tarn tea (10) days ■

ihiag parlft- 

len notice ta

Any rooh | 

da owner of sold produottan i

ba miljiBt alwnya to (he right of t of tho production upon at Isatt tan (10) rtayn ' i notioa to Opirator

-its right to laho io hindi os Mparatefy dlcpnoo of> hi riare of all Oil araVor Goa not prevtouily dallvored

to a purehawfi providedj- 

aleotiop for > period

-the efleotha of any revocatloo may bo deferred at Oparatort

aaouad ninety (90) days if Operator has tuoh produsiifl purriiai

it having a rating hwyonrimoh lea (10) day period, Aaypursha

i needs of lha industry reidre the panici i hut ta

t tele hy Operator of any Bihar

i am nnminrm -nriifi ttin 

for a poriod ta axoew of ano (I)

nnd Gas and nn tula of Tm shall ha marts by Opnntnr irlihmn fim giving ihi party tan days written

tfehef ■ sale and the ) i he paid no the pricing I

otioe re all pariiei ef lha fiwt tala of Cm froi 

AW partiea shall give timely

p any well under thii Agreement) 

notion ■to-Opctitor of thrir -Gas inigamems for tho foUowtag

ahull weiify Operator nodinioly in the of a change ta

Operator shall maintain

record! obeli ho mads available n

luring end ef ■
*™ngwn«*s 

aonally sold or trantported. which
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^permereuparewaaonabla reqnerti 

ARTICLE VIL

EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties*
The liability of the parties shall be several not Joint or collective. Each party shad be responsible only for its obligations, 

and shall be liable coly for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the 

Bess among the parties ta Article V1LB. are given to secure only the debts of each severally, and no pany shall have

any liability to third parties hereunder to satisfy the defoub of any other party ta tho payment of any expense or nhltgntion 

hereunder. It In not the intention of (he parties to create, nor shall (Ms agreement be conanied os creating, o mining or other 

partnership, joint venture, agency relationship or association, or to render the parties liable os partners, co-ventnrcra, or 

principals, ta their relations with each other under this agreement, tbe parties shall not be considered fiduciaries or to have 

estabtithed a confidential but rather shall be flee to act on an armVIengdi baste ta nccordnnec with their own

respective self-interest, subject, however, to (be obligation of the parties to act ta good fohh ta their dealings with eaeh other 

witii respect to activities hereunder.
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B. Uem and Security In tamts:

Each pany grams to the other panics hereto a Ben apea any interest h now owns or hereafter acquires In OB aori Gas 

Leases and 00 and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any 

(merest it now owns or hereafter acquires to the personal properly and fixtures on or used or torif lor use to 

(herewith, to secure performance of all of its obligations under this agreement foctudtog hut not (united to payment of 

interest and (bet, the proper disbursement of all monies paid hereunder, the assignment or rrlinqubhment of {merest to Oil 

and Gas Leases as required hereunder, and the proper performance of operations hg«imitg>- Such lien and security interest 

granted by each party hereto shall inctoda inch party's InttrhnM interests, working interests, operating rights, and royalty and 

overriding royalty interests to the Contract Area now owned or hereafter acquired and to lands pooled or unitized therewith cr 

otherwise becoming alject to this agreement, the Oil and Gas when extracted thcrefiom and equipment thereon or

used or obtained for use to connect ton therewith (toetodtog, without all writs, tools, and goads), and accounts

(including, without limitation, accounts arising from gas ftnhnlanrri or from the sale of Oil and/or Gas at (he wellhttd),

contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the

foregoing.

To perfect the Hen and security agreement provided hereto, each party hereto shad execute end acknowledge the recording 

supplement and/or any financing statement prepared and submitted by any party hereto to herewith or at any time

following execution hereof! and Operator is authorized to file this agreement or the recording executed herewith as

a lien or mortgage to the applicable real estate records and a a financing statement with the proper officer under the Umforen 

Commercial Code to the state to which the Contract Area b situated and saefa other states as Operator shall deem i>p«iprfinf

to perfect the security interest granted hereunder. Any pony may file this agreement, the recoidtog supplement executed

herewith, or soch other documents as it deems necessary as a Ben or mortgage to the applicable real estate records and/or a 

financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to 

the other parties shall be a first and prior Ben. and each party hereby agrees to maintain the priority of said Heo and security 

interest against all persons acquiring an Interest to Oil and Qas Leases and Interests covered by this agreement by, through or

whether by assignment, merger, mortgage, operation of law. or otherwise, shall be dernwri to have taken adject 

to the Ben and security interest granted by this Article VILB. at to all obBgadans attributable to such interest 

whether or net such obligations arise before or after such interest Is acquired.

To the extern that patties have a security Interest under the Uniform Commercial Code of the state to which the 

Contract Am is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. 

The bringing of u soft and the obtaining of judgment by a pany for the secured indebtedness stall not be deemed an 

election of remedies or otherwise aflect the lien rights or security interest as security for the payment thereof. In

addition, epoo detail by any party to the payment of its share of expenses, interests or foes, or upon the improper use 

of finds 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 detailing party's share of OQ and Gas until the amount owed by 

such party, plus interest as provided to "Exhibit C," has been received, and shall have the right to ofiket the 

owed agrinw the proceeds from the sale of such detailing party's share of OS and Gas. AO purchasers of |

moy rely on a notification of detab from the nomdetaltbg pany or parties staling the amount due as o result of the 

detail, and all putties waive any recourse available agstost purchasers for releasing production proceeds as provided to

riw« |wri>p*^>

If any patty frQs to pay its share of cost within one hundred twenty (120) days after rendition of a statement therefor by 

Operator, the nocnlctahfag parties, toetodtog Operator, shall npon request by Operator, pay the unpaid amount in the 

proportion that the interest of each such party bears to the Interest of aQ such parties. The amount paid by each party so 

paying its chare of Hie unpaid amount shall be secured by the Bens and security rights described to Article V1I.B., and each 

paying party may independently pane 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 proceed togs pursuant to foe provisions of this agreement, to foe extent allowed by governing law, foe detahfag 

party waives any available right of redemption from and after foe date of judgment, any required valuation or appraisement 

of the mortgaged or secured property prior to sale, any avafiahle right to flay execution or to require a marshaling of assets 

rad any required bond to the event a receiver is appointed, to addition, to the extern permitted by applicable (aw. each party 

hereby grants to the other parties n power of sale os to any property that it subject to the Ben and security rights granted 

hereunder, such power to be exercised to the provided by appMeshfo law or otherwise to • commercially reasonable

manner and upon reasonable notice.
p*fh pany agrees that tin parties shall be entitled to utilize the provisions of Oil ond Gas Ben law or other Ben 

low of any state to which the Contract Area is situated to enforce the obligations of each party hereooder. Without limiting 

the generality of foe foregoing, to foe extent permitted by appficihto law, Noo-Operators agree that Operator may invoke or 

utilize foe meehpdes' or materialmen's Ben law of foe state to which foe Contract Area is situated to order to secure the

payment to Operator of any sum doc hereunder for services performed or materials supplied by Operator.

C. Advances:
Operator, at its election, shall have foe right from time to time to demand and receive from one or mere of foe other 

parties payment to advance of their respective shares of the estimated amount of foe expense to be incurred to operations 

htmintbr during foe next >g month, which right nay be exercised only by submission to each soch party of an

hgmiaM of expense. together with an invoice for its dare thereof. Each soch statement and invoice

for foe payment to advance of rr*to,i,lH expense shad be submitted on or before foe 20th day of foe next preceding month. 

Each party A*n pay to Operator ha proportionate share of such rstlmarr within fifteen (15) days after such estimate and 

invoice is received. If any party foils to pay hs share of said estimate within said time, the amount due shofl bear interest ns 

provided to Exhibit "C* until paid. Proper adjustment shall be made monthly between advances end octal expense to Ihe end 

font each party shall bear end pay hs proportionate share of octal expenses incurred, end no mere.

D. Detain end Remedies:
If any party Grib to discharge any financial obBgation under fob agreement. toetodtog without limitation the ftrilure to 

make any advance under the preceding Article VtLC or any other provision of fob agreement, within the period required for 

nch payment hereunder, then to odefition to foe remedies provided in Article V1LB. or elsewhere to fob agreement, foe

• 12*
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only by Operator. except dot Operator shall defiver any such notice and election requested by a oon-dctotting Non-Operator, 

end when Operator it the party to default. the applicable notices and elections can be defivered by any Non-Operator. 

Election of any one or more of the following remedies shall not preclude the subsequent ose of any other remedy specified 

below or otherwise available to a oon-detaiting party.

1. Suspension of Rights; Any party may deliver to the party to detail a Notice of Detail, which shall specify the default,

specify the action to be taken to cure the detah, and specify dun failure to take sscti action wift result to the exercise of one 

or more of the remedies provided to this Article. If the detah is not cored within thirty (30) days of the delivery of such 

Notice of DetaU. all of the righto of the defaulting party granted by this agreement may upon notice be unto the

detah is cored, without prejudice to the right of the ponKtefauhing party or parties to continue to enforce the of

the defaulting party previously accrued or (hereafter accruing under this agreement. If Operator is the party to detail, the 

Nan-Operators sheO have to «Wftino the right, by vote of NafrOpcntfom owning o majority to interest to the Contract Area 

after wrtndipg the voting interest of Operator, to appoint o new Operator effective inunedbtdy. The righto of a defaulting 

party that may be sutpeoded hetnmtirr at the election of the noodetahtag parties shall Include, without Kmftmhw, the right 

to receive to formation os to any operation conducted hereunder during the period of such dgfeiA, (he right to eta* to 

participate to an operation proposed under Article VLB. of this agreement, the right to participate to an being

conducted under this agreement even If the party has previously elected to participate to such fpsurriwy and the right to 

receive proceeds of production faro any well subject to this agreement.

2. Stth for .Damages: Noo-defaufttog parties or Operator for the benefit of noodle faulting parties may sue (at Jam 

account expense) to collect the amounts to default, plus interest scenting on the amounts recovered from the date of default 

until the date of collect ton ot the rate specified to Exltibh "C attached hereto. Nothing hereto shall prevent any party ftom 

suing any defaulting party to collect consequential damages scenting to such party as a teal! of the default.

3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Noo-Coaseot Elect too to die 

defaulting party at any time after the expiration of the thhtjNby cure period foOowfog delivery of the Notice of Default, in 

which event if the bitting to for the drilling a new wed or the Plugging Back. Sidetracking, Reworking or Deepening of a 

writ which is to be or has been plugged as o dry hide, or for the Completion or Recomplctioa of any well, the defaulting 

pony will be conclusively deemed to have elected not to participate to the operation and to be o Noo-Cnmemfog Party with

respect thereto under Article VLB. or VLG. ss the case may be. to the extern of foe costs unpaid by such party, 

notwithstanding any election to participate (heretofore made. If elect too is made to proceed under tins provision, then the 

nornlrtalting parties tray not dect to sue for the unpaid amount pursuant to Article VILP.2.

Until (he delivery of such Notice of NonGooscnt Election to the defaulting party, such party shad have the right to core 

Us default by paying its share of ptw* p (he rate set forth to E»trfMi **c," pwwMfH. however, sueh

peymem shall not prejudice toe rights of die oon-defautting parties to pursue remedies for damages Incurred by the non- 

defaulting parties a a result of the default. Any interest rclmqnhhcd pursuant to this Article VILDJ. daD be offered to (be 

nonriefauhtog parties to proportion to their interests, and (he non-defaulting parties electing to participate to the ownership

OftUCh K» N* «witr3ar»^ rftwr "T*!* iMimh-H ftrwfwml npwn tilery hi paitifijutw

4. Advance Payment: If o default Is not cured within thirty (30) (fays of the delivery of a Notice of Default. Operator, or 

Noo-Opcraten if Operator to the defaulting party, may thereafter require advance payment (ram foe defaulting 

party of such defaulting party's anticipated share of any item of erperne for which Operator, or Non-Opentoa, as foe case may 

be, be rfffrM to rdntancmem «"«*»* toy provision of tins whether or net such «* «« the ndyrt of

the previous default. Such right includes, but is not totaled to. foe right to require advance payment for the estimated costs of 

drilling a well or Completion of a well as to which an ejection to participate to drUfing or Cenyletirm has been made. If the 

defaulting party fails to pay foe required advance payment, the mHfefauhtog parties may pursue any of foe remedies provided 

to the Article VILD. or any other default remedy provided elsewhere to fob agreement. Any excess of foods advanced remaining 

when the operation to completed and all coats have bom paid shall he promptly relumed to the advancing party.

of a party hereunder, the prevailing party to such action shall be entitled to recover all court costa, costs of

CftffCCtion, nH " fT**n*v*M#> •***™y* ft*, n/hiffh »*» lfrn prurfrferf far tmin Anti ahn KeronL

E. Rentals, Shut-In Wed Payments and Minimum Royalties:

Rentals, shut-in well payments and mtohnum royalties which may bo required under the terms of any lean shall be paid 

by the party or parties who srigected sueh lease to fob agreement at its or their expense. In the event two or more parties 

own and have contributed interests to the same lease to this agreement, such parties may designate one of neb parties to 

make said payments for and on behalf of all such parties. Any party may request, and shall be entitled to receive, proper 

evidence of all such payments. In the event of faftura to make proper payment of any rental, shut-fe wefl payment or 

miiwtrmm royally through mrrti*? or oversight whoe such payment is required to continue foe lease to farce, any loss which 

results from sueh nonpayment shall be home In nrrantnnee with the provision* of Article IV.B2.

Optrafflr shaft notify Noo-Opcratois of the anticipated completion of a shut-in wefl, or the shutting to or return to 

production of a producing well, at least five (5) days (excluding Saturday, Sunday, and legal hofidsya) prior to taking web 

action, or at the orftosi opportunity penmtted by circumstances, bra assumes no GabSity far failure to do so. In the event of 

failure by Operator to so notify Non-Operators, the less of any tome contributed hereto by Noo-Opcraton for failure to make 

timely payments of any shst-to well payment doll be borne jointly by foe parties hereto under the provisions of Article 

IV3J.

P. Taxes:
Beginning with the fim calendar year after the effective date hcreoC Operator shaft render for ad valorem taxation aft 

property subject to this agreement which by tow AwM be rendered for such taxes, and it shaft pay all such taxes assessed 

Ihcreon before they become delinquent. Prior to foe rerafitton date, each Non-Operator shall famish Operator information as 

to hintow (to fretwfc. but not be Unshed to, royalties, overriding royalties end production payments) on Leases and 09 and 

Gas Interests mMbnf* by such Non-Operator. If the esressed votes!too of any Lease to reduced by reason of Its being 

subject to oecss royalties, overriding royalties or production payments, foe reduction to ad valorem taxes

resulting therefrom shall inure to the benefit of foe owner or owners of such Lease, and Operator shaft s4just the charge to 

sueh owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes ore based to whole or in part 

upon separate valuations of each pan/s working Interest, then ootwithstandtog anything to the contrary hereto, charges to 

foe joint shall be and paid by the parties hereto in accordance with the tax value generated by each pony's

working Operator shaft bill foe other parties for their proportionate dares of aft tax payments in the manner

provided in Exhibit "C."
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If Operator conriden any tax agrwnmt Improper. Operator may. at its discretion. protest within the time and manner 

prescribed by law. and prosecute the protest to a final determination, unless oO parties agree to ahandoo the protest prior to final 

determination. During the pendency of odmnristrarivc or Judicial proceedings. Operator may elect to pay, under protest. tO each taxo 

and any interest and penally. When any such protested tssesanem shaO hive been finally Operator shall pay the tax for

the joint account, together with any interest and penalty accrued, end 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 paid ad production, severance, excise, gathering and other taxes imposed upon or with respect 

to the production or haadHng of sutfa party's share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIIL

ACQUISITION, MAINTENANCE OR TRANSFER OP INTEREST

A. Surrender of Leases:

The Leases covered by this agreement, insofar as they mnbiatc acreage in the Contact Area, shall not be in whole

or m pen tmlcss all parties consent thereto.

However, should any party desire to surrender its interest in any Lease or in any portion thereof, such party «*»tl give written 

notice of the proposed surrender to iH poitta. and the parties to whom such notice is delivered shall have thirty (30) days after 

delivery of the notice within which to notify the party proposing the surrender whether they elect to consent thereto. Failure of a 

party to whom such rntiee b delivered to reply wiihm said 30-day period shaft a consent to tire tuiwmtei of the Leases

described in the notice. If all parties do not spec or consent thereto, the party desiring to suwndo shall assign, without express or 

Implied warranty of title, aft of its Interest fat such Lease, or portion thereof, end any weft, nuauial and agpipiwf* which may be 

faceted Ihcrcoo^ tmd wefast^ hy^amriatlmi ttagg^ and ay rights fa projoctioa focreaftg recured, to the party not cmnent^g

Assigning party b or faehtdes an Oft and Ons fatcresi. the assigning party shall execute and deliver to the party or parties not 

consenting to such surrender an oft and gas lease cowing such Oft and Gas Interest for a term of one (I) year and so long 

thereafter as Oil and/or Gas is produced ftom the land covered thereby, such lease to be oo the form —hereto as E«Mhh u.* 

Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, tat not theretofore 

seemed, with respect to the interest assigned or (eased and the operation of any well attributable thereto, and the a*«tgttfng party 

shall have oo (farther ■«****«* fa the ***fyp**4 or t—and its mul production other titan the royalties

fa any lease made under the terms of thb Ankle. The pony assignee or lessee shaft pay to the party —rigry or lessor the 

reasonable salvage value of the tatter*! (merest fa any weft's relvsblo end wpiipmmi amfrywiMf to the assigned or

The value of oil salvabb moteriab tmd equipment shall be determined in urftb the pyrirfarT of EdifMt "C," less

the estimated cost of salvaging and the estimated cofl of plugging and ahanrinnfag and restoring the surface. If such value b less 

than such costs, then the potty assignor or lessor shall pay to the party assignoo or lessee the amount of such deficit If the 

assignment or leose b fa favor of more than one petty, the Interest shall be shored by such patties fa the pwywfa** (hat the 

interest of each bean to the total interest of all such patties. If the interest of the patties to whom the fa to be made

varies according to theo the "* ****** a*ii simDariy relfaci

Any assignment lease or surrender made under thb provbbn shall not reduce or change the assigtoria. Iecser*i or surrendering 

party's {merest as it was immedbtely before the assignment lease or surrender in the babnee of the Contract Area; and the acreage 

assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of thb 

agreement but shall be deemed subject to an Operating Agreement in the form of thb agreement

8. Renewal or Esfrasba of Looses:

If any party secures a renewal or replacement of an Oil and Gas Lease or Interest subject to thb agreement (hen aft other patties 

shall be notified promptly upon such arrpriiitlon or. in the ease of o replacement Lease taken before expiration of an existing Lease, 

promptly upon expiration of the existing Lease. The parties notified shall have the right for • period of thirty (30) days following 

delivery of neb notice in which to elect to participate fa 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 cost

allocated to that pan of such Lease within tho Contract Area, which daft be fa proportion to the interest bold at that time by the 

parties in the Contract Area. Each party who participates fa the purchase of a renewal or replnwmrni Lease shall be given an 

ottjgnmcnloriis proportionate interest therein by the acquiring party.

If some, but less than alt, of the parties dcct to participate fa the purchase of a renewal or replacement Lease, it doll be owned 

by the parties who elect to participate therein, in a ratio based upon the rcbtfanshlp of their respective p»——i»jp of pmicfpntfan in 

the Contract Area to the aggregate of the percentages of participation fa the Contract Area of all patties.participating In the 

purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or oil of the parties hereto 
shall not enuse o rcattyaioncnt of the interests of the parties stated fa Exhibit "A," but any renewal or replacement Lease fa which 

less than all parties eket to participate shall not bo subject to this agreement but daft be deemed subject to o separate Operating 

Agreement fa the form of this agreement.

If the Interests of the parties fa the Contract Area vary according to depth, then thdr right to participate proportionately fa 

renewal or replacement Leases end their right to receive tn 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 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 token or contracted for or becoming effective within six (6) months after the expiation of the 

existing Lease, shall be subject to thb provision so long as thb agreement b in effect at the time of such acquisition or at the time 

the renewal or replacement Lease becomes effective; but any Lease taken or contracted for mare ihaa dx (6) months after the 

expiration of an existing Lease shall not be deemed a renewal or replacement Lease and draft not be subject to the provisions of thb 

agreement
The provisions to thb Article shall also be applicable to extensions of Oft and Ots Leases.

C. Acreage or Cash Contributions:

While thb agreement b fa force, if any party contracts for o contribution of cash towards the drifting of a weft or any other 

operation on the Contraet Area, such contribution doll be paid to the party who conducted the drilling or other operation and shall 

be applied by h against the cost of such drifting or other operation. If tho contribution be In foe form of acreage, the party to whom 

the contribution b rfwti promptly on mrigmnrm of the eereoge, without warranty of »t*te, to the Drilling Parties fa the 

proportions sold Drifting Parties shared the cost of drilling the weft. Such scrcngc shaft become a separate Contract Area and, to the 

extent possible, be governed by provbtons identical to thb agreement Each party shall promptly notify all other parties of any 

acreage or cash contributions ft may obtain to support of any wdl or any other operation on the Contrast Area. The above 

provisions shall also be applicable to optional rights to cam acreage outside the Contract Aren which are fa support of wdl drilled 

inside Contract Area.
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If any party contract! for any eanslderatiea reining to tfisporitlon of sock party*! share of produced hereunder,

such consideration shall not bo deemed o cocttriburion «» contenipUtcd la this Artido VW.C 

IX Assignment! Maintenance of Uniform Intmtli

far the purpose of maintaining u&Jfbrmiiy of ownenhlp Is the Contract Area in the Oil and Gas Oil and Gaa

Interests, weds, equipment and production covered by thb ngwcwatt no party shall ceQ, encumber, 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 coven cither.

1. the entire interest of the party In all Oil end Oes Leases, Oil and Oas Interests, wtUs, equipment and production; or

2. an eqnal undivided percent of the patty** present interest far ill OO and Gas Leases. 09 and Gas Interests, wetb. 

equipment and production In the Contract Area.

Every tale, encumbrance, transfer or other dirposhum made by any party shad be made expressly subject to this ■.grremml 

and stall be made without prejudice to the right of the other parties, and any transferee of an ownership Interest In any Ofl and 

Oas Lease or tearest shad be deemed o party to this agreement os to the interest conveyed ftom and after the effective date of 

the transfer of ownership; provided, however, that the other parties shall not be required to any saefa sale.

encumbrance, transfer or other deposition fcr any purpose hereunder anti) thirty (30) days after they have received a copy of the 

instrument of transfer or other satfrfhooiy evidence thereof In writing from the transferor or transferee. No assignment or other 

disposition of Interest by o party dull relieve such party of obligations previously teamed by cud! potty wife respect

to the interest transferred, including without limitation fee obligation of a party to pay all easts attributable to an 

conducted tumudu in which sueh party has agreed to participate prior to making such assignment, and fee Hen and security 

interest granted by Article V1LB. shad continue to burden the Interest transferred to secure payment of any snch obhgattonv

It at any time fee Interest of any party is tfivided among and owned by four or mart efrownera. Operator, at its discretion, 

may require such efrowner* to appoint a single trustee or agent with fhll authority lo receive notices, approve expenditure!, 

receive biQings for and approve and pay such party** share of fee jotet expenses, and to deal generally with, and with power to 

bind, fee efrownere of such party’s {merest within the scope of fee operations rmbraccd m this agreement; however, all such co* 

owners have fee right to enter into and exeente all contracts or agreements for the disposition of (heir respective shares of 

the Oil and Gas produced Am fee Comma Area and they shall have fee right to receive, separately, payrnen of the sale 

proceeds thereof.

E. Waiver of Rights to Partition:

If pfwmtrpri by the laws of the state or states in which fee property covered hereby b located, each party hereto owning an 

undivided interest In the Contract Aren waives any and all rights it may have to partition and have set aside to It In severalty its 

undivided interest therein.

F. Preferential Right to Purchase:

Chould any party sell all or any pan ef4te-toiaratts under this egwamenL or its •feta i te feu an<iwl

i the ether partiexj wwh Aril information op n) dqr

> of the pro »(who i ndyv willing nnd able >e pnrahaseh fee putehaie

dent lo identify fee prape

i (10) deye efler foe no 

ad-eeuditionx-tho—interest whirh the ofesr party propaere- 

i in the proponiom that

of (ho offer. 

delivaredi to ptiwhni

The otlwr pcrtfei i 

> for fea i nandderndanx

■ parties shall share (he puwhened i 

; pertieri However there shell beno praftrantial right to pnrehera In ibooe i

atilt anrii if feii opttentl right 

\m inieresi of mah 1

Jte-i HimftMhto to k» inirmu to lie i >-to Ibu of at1 pursuant to foradwuie of a > af Ha telai

ilirpoan nf if Imnmiin tiy mnrprri rnnrpnnirntirrni rrnntnlhlntfrrni it \y rnfir rf rP 1 jolly aP of its Oil id Gaa an

i any ponys or by transfer-of■ ite-inkreste 

MnponywHdrieb-
t parent aenipnny i beldtety of a Mmy

uefa party o majority of the rlocbi

ARTICLE IX.

INTERNAL REVENUE CODE ELECTION

1C for federal Income tax purposes, tbb agreement and the ope rat loos hereunder are regarded as a partnership, and If fee 

panics have not otherwise agreed to fonn a tax partnership pursuit to Exhibit TP or other agreement between them, each 

pony thereby affected elects to be exehtded (torn fee application of all of fee provisions of Subdwpwr V Chapter I. Subtitle 

"A,” of fee haemal Revenue Code of 1986, as amended ("Code"), as permitted and authorised fay Section 761 of fee Code and 

the regulations pmraslgatcd thereunder. Operator b and directed to execute on behalf of each party hereby affected

wch evidence of feb deetion at may be required by the Secretary of the Treasury of the United Stttet or fee Federal haemal 

Revenue Service, specifically, but not by way of limitation, all of the returns, statements, and fee data required by

Treasury pfgottfan $1,761. Should there be any requirement that cocfa party hereby affected give Amber evidence of this

«■»!> pony dwii execute such Owwitw and flmthh such other evidence as may be required by the Federal Internal 

Revenue Service or as may be necessary lo evidence feb election. No such party shall give any notices or take any other action 

Infonrirrenf wife the deetion made hereby. If any present or toura income tax bran of fee state or states in which the Comma 

Aren Is fofM or any foture raceme tax bws of fee United States contain provisions similar to those in Subchapter "K," Chapter 

1. Sddrir "A." of Ok CMp. which an deetion similxr to that provided by Section 761 of fee Cods b permitted, each party 

hereby affected shall such election as may be permitted or required by such bws. In mating the foregoing deetion. each

such party states that the income derived by sueh party ftem operations hereunder can be adequately determined without the

computation of partnership taxable income.

ARTICLE X.

CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage dates or suit arising ftom operations hereunder If fee expenditure 

Thousand DaBara ft 7SJM0 ! end if iha payment b m complete settlement

of such ckdm « nth. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take over 

fee Anther handling of fee ctatm or sub. unless such authority b delegated to Operator, All coats and expenses of handling settling, 

or rxtwrudK discharging sueh claim or nth shaD be a fee joint of tho parties participating hi the operation ftom which the

claim or suit arises. If o ctehn b made against any party or if any party b sued on account of any mutter arising from npc nit font 

hereunder over which sueh individual has no control because of the rights given Operator by feb agreement, sneh party shall 

hwmwTmfiy notify all other parties, and the claim or cull be treated as any other dairo or tub involving nperntkms hereunder.

.15.
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ARTICLE XI.

FORCE MAJEURE
If my pony h rendered unable, wholly or in part, by (fane majnre to cony out hi obligation! under (hit agreement, other 

than the obligation to indexnnUy or make money payments or (famish security, dot party shall give to all other parties 

prompt written notice of the (farce tn^eun with reasonably Adi particulars concerning h; rtmwfffy the obligations of the 

party giving the notice, so (far os they am affected by the (fane mqjcure. shall be suspended during, but no longer than, the 

contiiniancc of the ferae m^enre. The term "force mqjccTc." os here employed, shall mean on act of God, strike, hrirm or 

other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, (be. storm, flood or other act of 

nature, explosion. governmental action, governmental delay, restraint or unavattahiliiy of gqntpf«g»»iL and any other

cause, whether of the kind specifically enumerated above or othenrise. which b not reasonably within the contra) of the pony

The affected party shall me all reasonable diUgcncc to remove the ferao unjetue situation as quickly as practicable. The 

requirement (hat any force mafaat shall be remedied with oil reasonable shad not require the settlement of strikes,

lockouts, or other labor diffieulty by the patty involved, contrary to Its wishes; how all neb (fiflicutties shall be (wytied shall 

bccntbdy within the discretion of the party concerned.

ARTICLE XII.
NOTICES

AO notices authorised or required between the parties by any of (he provisions of thb ■greerne"?. *mi« otherwise 

specifically provided, shall be In writing and delivered in person or by United States mail courier service; telegram, teles, 

telecopier or any other form of (facsimile, postage or charges prepaid, and addressed to such ponies at the addresses listed on 

Exhibit "A.* An telephone or oral notices permitted by thb agreement shall be confirmed immediately (hereafter 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 it directed, and the time for such party to deliver any notice in thereto «h»u run Dorn (he dree

the originating notice b received. "Receipt" for purposes of thb agreement with respect to written notice delivered fcfp'tIt* 

ihafi be actnl defray of the notice to the address of the party to be notified specified in with (his agreement, or

to the telecopy, fecshntic or telex machine of such party. The second or any rtspormvo notice shall be deemed delivered when 

deposited in the United Stales maO or at the office of the courier or telegraph service, or opon transmittal by telex, telecopy 

or facsimile, or when personally delivered to the party to be netifird, provided, that when response b required within 24 or 

48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period Each party 

shall have the right to change its address at any lime, and from time to time, by giving written notice thereof to all other 

parties. If e party b not ovaibbb to receive notice orally or by telephone when a party attempts to deliver a notice required 

to be delivered srithfai 24 or 48 hours, the notice may he delivered In writing by any other method specified herein 'and shall 

be deemed delivered in the same manner provided above for oay responsive notice.

ARTICLE XIIL 

TERM OF AGREEMENT

This agreement shall remain in (fall force and effect ns to the Oil and Gas Leases and/or 09 and Gas htcresis subject 

hereto for the period of time selected below; provided, however, no party hereto shall ever be construed os having any right, tide 

or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement.

B Option No. I: So long as oay of the Oil and Gas Leases subject to thb agreement remain or am continued m

B Option No. In the event IW well tWunribsd ia Article VLAu or aav-aahaaqMswi wll driHad muW any provision 

of this agreement results In flu Completion of a wfl sa a well capable of production of Oil andtor Gas in paying 

quMtitistr-fab-agreemenl-shoO- oontlnpc Ip (bras so long as any sueh well is capable of pmhwtbni and foe an 

additional period of _____ days thweaflen prodded, ho woven if prior to the expiration of sueh

additional psrindi of the parries hereto are mgngod In drilling, Howorlilngr-Pct -SldsoaeMagi

Complete or Re complete 

have beso oompbtsd and If production

In fores as provided herein. In tbs i

there farm this agreement 

i the well denorfbsd hi Aflbb VLAu or aay niheaqtiam well

drilled herenadevi remits la n dry tiobi and no other well b wipe 

Connect Areai thb agreemant shall temtinate tmbae drilling, 

eompletingi Mugging fiaeh or Remitting opctilioni nm rotnmenecd within-^ 

date af ohandanmeut^P-eald wslh JAhaadc

Deepenjagi ririammhlngi Campleringi Re 
datre Danube

■fa-<ud purposes shall i either (i)»w-dstfobn by all panbs

any farther —the well or (II) the olapoo of 180 daye fra af ay

n the walb whichever (into

The tennineiioa of thb agreement shall not relieve any potty hereto ftom any expense. Nobility or other oUigatioo or any 

remedy therefor which ha accrued or attached prior to the dste of such termination.

Upon terminstioo of tins agreement end the satisfaction of all ahtigpitiw hereunder, fat the event a of *tik

Operating Agreement has been filed of record, Operator b authorized to fib of record in nil necessary recording offices a 

notice of termination, and each party hereto agrees to execute such o notice of termination as to Operator*! interest, upon 

request of Operator; If Operator has mtisfled all its financial obligations.

arttcucxiv.

COMPLIANCE WITH LAWS AND REGULATIONS
A. Lows, Regulations and Ordersi

Thb agreement shill he subject to the applicable taws of the state fat which the Contract Area b located, to the valid rubs, 

regulations, and orders of any duly constituted regulatory body of srid state; and to oil other nppltahb federal, state, 

end local bwt, ordinances, rules, regubtioos and orders.

B. Governing Low:

Thb agreement and all matters pertaining hereto, htcfadlng hot not Ilaritrd to matters of performance, non

performance, breach, remedies, procedures, rights, duties, and Intcrpreiatioa or contraction, shall be governed and 

determined by the (aw of the state (a which the Contract Aren b located. If the Contract Aren b In two or more states, 

the taw of the state of NewMeshw shafiaavem.

C ReguliHiuy Agrttrirti
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olden promulgated under such laws fa) reference to oil, gas and mineral operations, mcfadfng ibc 'yrmlwi. or

production of wells. on tracts ofTieltlns or adjacoa 10 the Comma Aira.

With respect to the operations hereunder, NonOporaton agree to release Operator flam any and all !»■«—, ifanm^ 

IttJtDta, dattm and censes of aetloa arising out at incident to or resulting directly or indirectly Aon Operator's Interpretation 

or application of tides, ratings, regulations or orders of the Department of Energy or Federal Energy Rcgtshdory Cammtssloo 

or predecessor or tuccctior agencies to the cslant such Interpretation or urns fn«t> in good Wth and does not

constitute grass negligence. Each Non-Operator limber sgrecs to rdmhorsc Operator Itar tnch NorsOpcrmofS share of 

production or any reftmd, Ibc, lesy or other governmental sanction that Operator may he required to pay os a result of such 

an Incorrect interpretation or oppHcotlon. together with Interest and penalties thereon owing by Operator ns a result of such 

intoned isiHjiiniiiiiH fpptipmtofi

ARTICLE XV.

MISCELLANEOUS
A. Execution:

Tfab agreement shall he binding upoo each Non-Operator when (hit agreement or a counterpart thereof has been

cxeeuttd by neb NrevOpcratm and Operator ootu-fahsamding that this agtccraeni b not then or thereafter by all of

the parties to which it b tendered or which are listed on Exhibit "A* as owning an interest fas the f’r* Area or which 

own. in feet, an interest in the Contract Area. Operator may. however, by written notice to all Non-Operators who have 

become board by thb agreement oi aforesaid. given at any time prior to the octtmi spud date of the Initial Wdl hot far no 

event bter (ban five days prior to the date ipcdfled far Article VIA for commencement of the Initial Well, innwinm* thb 

agreement If Operator far fas sob dbcrerioo determines that there b insufficient participation to justify commencement of 

drilling operations, to the event of such o termination by Operator, all {farther obligations of the parties shall cease

•a of such tenainattat In the event any Non-Operator has advanced or prepaid any share of drilling or other costs

hereunder, afl sums so advanced daft be returned to sofa Non-Operator without Interest, to the event Operator proceed 

with drilling operations for the bridal Well without the execution hereof by oil persons listed on faMfrh "A* as having a 

current wuridag Interest to such well Operator shall indemnify Nan-Operators with respect to aO easts incurred for the 

Initial Well which would have been charged to such person under thb agreement if such person had cimitrd the same and 

Operator shall receive all rerenues which would have been received by such person under thb agreement if such person bad

l|ly tww

ft. Snaf w airi AwIjm*

Thb agreement doll be binding upon and shall inure to the benefit of the panics hereto and their respective heirs, 

devisees, legal representatives, succciwwi and assign, and the terms hereof shall be deemed to run with the Losses or

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

C. Counterparts:

Thb instrument may be executed to any number of counterparts, each of wbteb shall be cwidrirwd an original for all 

purposes.
O. SeverabOUyt

For the purposes of assuming or rejecting thb agreement as an executory contract pursuant to federal bankruptcy taws, 

thb agreement doll not be severable, but rather must be aisunicd or rejected to its entirety, and the (failure of any party to 

thb agreement to comply with ad of fas financial obligations provided herein shall be a material defouh.

ARTICLE XVI.

OTHER PROVISIONS

A. Cob lUrt Between ProvMonsi

B. Priority nf Operations!

(1) AntlttflmirojhmdimiftiiaUpggftig, P*tfP6 PTtlfflnfi

(2) An riratton In nttenml la comdrie the wen at elihef the otileertre depth nr fnrmatlnn;___

(D An alert Ion to ntna bask and nttemnlJiuiniinlete said wen al a sfcathmar ftnmtKm arson

(4) An rteeltnn In itnn said well:

(5) An elect hm toridetencli Iha wtlh nod

(« AnetecftnnlnplMUmdnhnpdnnlhcwcll.

D. OhnootOTV Qpcrattoim

•17-
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• | IN WITNESS WHEREOF, this agreement shall be effective as of the 24 day of June

2 I 2014

, I CIMAREX ENERGY CO. ______, who has prepared and circulated this form for execution, represents and warrants
that the form was printed from and, with the cxccption(s) listed below, is identical to the AAPL Form 610-1989 Model Form 

Operating Agreement, os 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 I. II. 111. IV. V. VI. VII, VIII, XIII, XV, XVI________________________________ have been made to the form.

ATTEST OR WITNESS: OPERATOR 
Cimarex Eperay

9

10

11

12

13

14

15

16 

17

_____  Roger Alexander______
Type or print name

Title Attorney-in-Faet

Date________________

Tax ID or S.S. No. __

NON-OPERATORS

Hanley Petroleum, Inc.

18

19

20 

21 

22

23

24

25

26

27

28

29

31

32

33

34

35

36

37

Type or print name

Title____________

Date

Tax ID or S.S. No.

LHAH Properties, LJX

By.

W. L. Hanley. Jr,

Type or print name

Title Manager 

Date

Tax ID or S.S. No. 11-3663100

Jarvis J. Slade

By.

Type or print name

Title

Date

Tax ID or S.S. No.

-18-
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IN WITNESS WHEREOF, this agreement shall be effective as of the 24 day of June

Z0I4 ■

CIMAREX ENERGY CO.. who has prepared and circulated this form for execution, represents and warrants 

that the form was printed from and, with the exceptions) listed below, is identical to the AAPL Form 610*1989 Model Form 
Operating Agreement, 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 nnd that arc clearly recognizable as changes in 

Articles I. II. III. IV. V. VI. VII. VIII. XIII. XV. XVI. have been made to the form.

ATTEST OR WITNESS: OPERATOR
Cimnrex Energy Co.

By

Roger Alexander 
Type or print name

Title Attorney-In-Fact

Dale________________

Tax IDorS.S. No.

NON-OPERATORS

By

Tom M. Brandt________________
Type or print name

Title President______________

Date 6-25-16_________________

Tax ID or S.S. No. 95-0976650

Type or print name

Title___________

Date____________

Tax ID or S.S. No.

Type or print name

Title___________

Date___________

Tax IDorS.S. No.

- 18-



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

1 I IN WITNESS WHEREOF, this agreement shall be cITeciive ns of the 24 doy of June

2 I 2014

3 | CIMAREX ENERGY CO.

4

, who has prepared and circulated this form for execution, represents and warrants

5'

9

101

11

12

13

14

15

ihai the form was printed from and, with the cxccption(s) listed below, is identical to the AAPL Form 610-1989 Model Form 

Operating Agreement, 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 os changes in 

Articles 1. II. HI. IV. V. VI. VII. VIII. XIII. XV. XVI( have been made to the form.

ATTEST OR WITNESS: OPERATOR 
Clmarex Energy Co.

By.

Roger Alexander
Type or print name

Title Attorney-in-Fact 

Date ____________

Tax ID or S.S. No.

NON-OPERATORS

16

17

18

19

20 

21 

22

I ATTEST:

Barbara 

Assistant Secretary

Title Vice President/General Manager 

Date 12-15-3014

Tax ID or S.S. No. 75-1671484

23 I LHAH Properties. LLC

24
By

Type or print name

26

Title
27

Date
28

Tux ID or S.S. No.

29

30 | Jnrvis J. Slade

31 By
32

Type or print name

Title____________

Date____________

Tax ID or S.S. No.

33

34

35

36

37

- 18-
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Jarvfa J. Sbute 

By____________

Type or print name

Title___________

Date___________

Tux ID or 5-S. No.

FLM-l.Ine.

Type or print name

Title______________________

Pete

Tax ID or && No.

84 Brotaretto Pnitnera. LLC

Type or print name

Title

Date

21 Tax ID or && No.

22 Swinti Sledge

23 #r,

24

27

28

29

30

31

32

Type or print name

Title_______________

Date_______________

Tux ID or && No. __

ML SI CHI & Cm, LLC

Type or prim aam

TIile___________

Date___________

Tex ID or &S. No.
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PLM-1. Inc.

By ________

fSi*! L ./Vbrris____________
Type or print name

Title __________________

Date _ Dec- }S, 2-0/ 

TaxIDojAftUo! 75~- Z342-380

TBO Cattle Company. LLC

By

Type or print name

Title

Date

Tax ID or S.S. No. ___________________________

Dennis Sledge

Type or print name

Title________________

Date________________

Tax ID or S.S. No. __

Ml Si Oil & Gas, LLC

Type or print name

Title_____________

Date_____________

Tax ID or S.S. No.

-18-
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s

6

7

8

9

10

11

12

13

14

15

16 

17 Cl-

22

23

24

25

26

27

28

29

30

31

32

PLM»1, Inc.

Type or print name

Title_____________________

Date_____________________

Tax ID or S.S. No. _______

TBO Cattle Company, LLC

Type or print name

Title_____________

Date_____________

Tax ID or S.S. No.

Dennis Sledge

By_z£

*H»U5
Type or print name

Title

Dole tTr'Ib'Pj 

Tnx ID or S.S. No.

Ml. Si Oil & Gns, LLC

By_______________

Type or print name

Title________________

Date________________

Tax ID or S.S. No.

-18-
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1

2

3

4

5

6 

7

PLM-hlnc.

Type or print name

Title_____________

Date_____________

Tax ID or S.S. No.

9

10 

11 

12

13

14

15

16 

17

TDO Cattle Company, LLC

By__________________________

Type or print name

Title_____________

Date_____________

Tax ID or S.S. No.

Dennis Sledge

By__________________

18

19

20 

21

30

Type or print name

Title____________

Date____________

Tax ID or S.S. No.

Mt Si Oil & Gas, LLC

By.

Koeli'W g-T^pivifvion
Type or pnnt name 1

Title PrggfcWi_________________

Dale (zJn /jtpt 4

Tax ID or S.S. No. J 7-37$£<? 7 7

31

32

33

34

35

36

37

• 18 “
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8

9

10

11

12 

I]

14

15

16 

17

Rhaadgr Oil Company, LLC

Type or print name

Title_______________

Date_______________

Tbi ID or S3. No. _ 

Realm Del Spear. LP

Type or print name

Title_______________

Date_______________

Tax IDorSJi. No. __

Rot G. Barton. Jr.

Type or prlnl name

Title_____________

Date_____________

Tax ID or && No. 

M. Moo Lowe

Type or prlnl name

Title__________________________

Date

Tax ID or Sii. No.

AOC Mineral Partnen. LTD, et al

Type or print name

Title____________

Date____________

Tax ID or &S. No.
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12

13

14

13

16
17
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19
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23

24

23

26

27

28

29

30

31
32

33

34

33

36

37
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Quito Kenneth Moore

Type or prim name

Title

Pate

Tax ID or S£. No. 

WnBam H. Keane a, Traxtee of the John E. St Helen 
M. Kennaa Tnm created Jannerv 13.1994

Type or print name

Title

Date

Tax ID or && No. 

Larry P. Long. Managing Trmtee of the Long Trtnri

Type or prim name

Title

Date

Tax ID or S3. No. 

Kenneth G. Cone

Type or print name

Title

Date

Tax ID or S& No. 

RUa D. Sehenck, Weitern Commerce Bank, and 
William Carl Sehenck, Co-Trmleca of Trad B of the 
Kirby D. Sehenck & Rita D. Sehenck Revocable Trail 
Agreement executed on 10/2/1991

Type or prim name

Title____________

Dale____________

Tax ID or Sj. No.

18-
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1

2

3

Rita D. Scbenck, Western Commerce Bonk, and 
WHUnm Carl Scbenck, Co-Traetea of Tram A-2 of Ike 
Klifey D. Scbenck A Rita 0. Scheack Revocable Trail 
Attreemeal executed on 10/2/1991

By
4

3 Type or print name

6
7 Title

8
Dale

9
Tax ID or && No.

10
Bank of America, NA. Agent, Elizabeth Lea 
Doaeberty Revocable Trust U/A March 22.2012

II By

12
Type or print name

13

14
Title

15
Date

16
Tax ID or && No.

17 Bank of America, NA, Agent, of the 4 E Simmons 
Testamentary Trust Ibo Mary Jane Hand

18 By

19
Type or print name

20

21

22

Title

Date

23
Tax ID or S£. No.

24
25

Bank of America, N.A„ Agent, of the B H Simmons 
Testamentary 1>nst Ibo Mary Jane Hand

By

26

27
Type or print name

28 Tills

29

30

31
32

Date

Tax ID or S& No.

Teddy L Hartley St Robert Thomas Hartley, os 
Trailed of the Vorn Lowe Hartley Mineral Trust

By

33

34
Type or print name

35 Title

36 Date

37 Tax ID or S£. No.

• 18 •
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LewtF«mn».ljiL 

By_________________

Type or pita! name

Tttle____________

Dale

Tex IDorS_S.No.
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1

2

3

4

5

6 

7 

t

9

10

11

12

13

14 

13 

l<

17

18

19

20 

21 

22

23

24 

23 

2f 

27

ACKNOWLEDGMENTS

toto-of-

Conmyof_

rtv.

IPnnl Ifnnirt

-THIgfond-Rflnkfr:

My wwimitiilnn mplrem _

StalfroT-

GonnlyoP^

rofe

■ UllwCtimHIimfc);

My onmmlMlnn ftphtui.

28

29

30

31

32

33

34 

33 

3« 

37
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EXHIBIT “A1

Attached to and made part of that certain Operating Agreement dated June 24,2014, by and between Cimarex Energy 
Co., as Operator and Marshall and Winston, etalas Non-Operator(s).

CONTRACT AREA:
All of Section 7, Township 20 South, Range 35 East, N.M.P.M., Lea County, New Mexico

Sub-Contract Area A: 159.4 acres, more or less, being Lots 1 through 4 (W/2W/2) of Section 7, shall be
operated by Cimarex Energy Co.

Sub-Contract Area B: 160 acres, more or less, being the E/2W/2 of Section 7, shall be operated by
Cimarex Energy Co.

Sub-Contract Area C: 160 acres, more or less, being the W/2E/2 of Section 7, shall be operated by
Marshall & Winston, Inc.

Sub Contract Area D: 160 acres, more or less, being the E/2 E/2 of Section 7, shall be operated by
Marshall & Winston, Inc.

DEPTH RESTRICTIONS:
This Agreement to cover and include depths from the top of the Bone Spring formation down to 100’ feet below the 
base of the Bone Spring formation.

PARTIES TO THIS AGREEMENT AND CONTACT INFORMATION FOR NOTICE PURPOSES:
Cimarex Energy Co.
600 N. Marienfeld, Ste. 600 
Midland, Texas 79701 
ATTN: Land Department

Hanley Petroleum, Inc.
415 W. Wall, Ste. 1500 
Midland, Texas 79701

84 Exploration Partners, LLC 
P.O. Box 3429 
Midland. Texas 79702

Roy G. Barton 
1919 N. Turner SL 
Hobbs, New Mexico 88240

Tom M. Brandt & Linda L. Brandt 
P.O. Box 50880 
Midland. Texas 79710

Susan K Humphreys & Ronald K. Humphreys 
1311 Brighton Place 
Midland, Texas 79705

Rhoades Oil Company, LLC 
P.O. Box 2673 
Midland, Texas 79702

Realeza Del Spear, LP 
P.O. Box 1684 
Midland, TX 79702

Charles Kenneth Moore 
18326 E. San Ignacio Ct.
Gold Canyon, AZ 85118

Marshall & Winston, Inc.
P.O. Box 50880 
Midland, Texas 79710 
ATTN: Kevin Hammit

LHAH Properties, LLC 
415 W. Wall, Ste 1500 
Midland, Texas 79701

AOG Mineral Partners, LTD, et al 
P.O. Box 1015 
Midland, Texas 79702

Charles G. Rice and Donna C. Rice 
5725 Ridgemont Place 
Midland, Texas 79707

Greenville Partners 
P.O. Box 50612 
Midland, Texas 79710

Barstow Energy, LLC 
4803 E. County Rd. 60 
Midland, TX 79705

M. Dion Lowe 
7801 Espanola Trail 
Austin, Texas 78737

Lowe Family, Ltd 
P.O. Box 53775 
Lubbock, TX 79453

William H. Kerman, Trustee of the John E. 
& Helen M. Kennann Family Trust created 
January 13,1994 
1430 Soquel Ave 
Santa Cruz, CA 95062

1



Laity P. Long, Managing Trustee of the Long Trusts 
118 S. Kilgore Sl 
Kilgore, TX 75662

Rita D. Schenck, Western Commerce Bank, 
and William Cart Schenck, Co-Trustees of 
Trust B of the Kirby D. Schenck & Rita D.
Schenck Revocable Trust Agreement 
executed on 10/2/1991 
P.O. Box 1627 
Lovington, NM 88260 
Attn: Twilla Thomason

Bank of America, N.A. Agent,
Elizabeth Lea Daugherty Revocable Trust
U/A March 22,2012
Bank of America
P.O. Box 2546
Fort Worth, TX 76113-2546
Attn: Janet M. Cunningham-Alien

Bank of America, N.A., Agent, of the
B H Simmons Testamentary Trust fbo
Mary Jane Hand
Bank of America
P.O. Box 2546
Fort Worth, TX 76113-2546
Attn: Janet M. Cunningham-Alien

Kenneth G. Cone 
P.O. Box 658
Dripping Springs, Texas 78620

Rita D. Schenck, Western Commerce Bank, 
and William Carl Schenck, Co-Trustees of 
Trust A-2 of the Kirby D. Schenck & Rita D. 
Schenck Revocable Trust Agreement 
executed on 10/2/1991 
P.O. Box 1627 
Lovington, NM 88260 
Attn: Twilla Thomason

Bank of America, N.A., Agent, of the
J E Simmons Testamentary Trust fbo Maty
Jane Hand
Bank of America
P.O. Box 2546
Fort Worth, TX 76113-2546
Ann: Janet M. Cunningham-Alien

Teddy L. Hartley & Robert Thomas Hartley, 
as Trustees of the Vera Lowe Hartley 
Mineral Trust 
P.O. Box 1024 
Clovis, NM 88102

PERCENTAGES OF THE PARTIES TO THIS AGREEMENT

Interests of the parties may change and will be sent alter receipt of final elections from all parties.

A B C D
Cimarex Enernv Co. .35851420 .35837928 .31233761 .31233761
Marshall & Winston Inc. .37860744 .37875000 .37875000 .37875000
Hanlev Petroleum. Inc. .08746706 .08750000 .08750000 .08750000
LHAH Prooerties. LLC .01249528 .01250000 .01250000 .01250000
84 Exoloration Partners LLC .00624765 .00625000 .00625000 .00625000
Charles G. Rice and wife,
Donna C. Rice .00499812 .00500000 .00500000 .00500000
Tom M. Brandt and wife,
Linda L. Brandt .00499812 .00500000 .00500000 .00500000
Greenville Partners .00249906 .00250000 .00250000 .00250000
Susan K. Humphreys and husband,
Ranald K. Humohrevs .00124953 .00125000 .00125000 .00125000
Barstow.Enersv. LLC .00124953 .00125000 .00125000 .00125000
AOG Mineral Partners. Ltd. .02051553 .02050781 .02050781 .02050781
Midland AOG Partners. Ltd. .00000000 .00000000 .05625000 .05625000
Rhoades Oil Conraanv. LLC .00293079 .00292969 .00292969 .00292969
Rhoades Oil Comnanv. LLC 00000000 00000000 .00625000 .00625000
Rov G. Barton. Jr. .01172316 .01171875 .01171875 .01171875
M. Dion Lowe .00039546 .00039531 .00039531 .00039531
Realeza Del Snear. LP .06009206 .06006946 .04444446 .04444446
Larry P. Long, Managing Trustee of the 
Lone Trusts .00224792 .00224707 .00224707 .00224707
William H. Kennann, Trustee of the John E. 
& Helen Kennann Familv Trust .00062523 .00062500 .00000000 .00000000

.00018011 .00018004 .00018004 .00018004
Teddy L. Hartley & Robert Thomas Hartley, 
as Trustees of the Vora Lowe Hartley 
Mineral Trust .00011776 .00011772 .00011772 .0001172
Bank of America, N-A. Agent,
Elizabeth Lea Daugherty Revocable Trust
l¥A March 22,2012______________ .02778824 __.031777778 •02777778__ __.02222228
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Bank of America, N.A., Agent, of the 
J E Simmons Testamentary Trust fbo Maty

taaUMld--------- - - - - - - - - - - - - - - - - - - - - -  .00390773!.00390625.00390625 .00390625
Bank of America, N.A., Agent, of the 
B H Simmons Testamentary Trust fbo
MfigJaPfiilflnri£03307.72.00390625 .00390625 .00390625
Rita D. Schenck, Western Commerce Bank, 
and William Carl Schenck, Co-Trustees of 
Trust B of the Kirby D. Schenck ft Rita D.
Schenck Revocable Trust Agreement
PKCtH«|.on 10/2/1991£0222222.00292969,00292969 .00292969
Rita D. Schenck, Western Commerce Bank, 
and William Carl Schenck, Co-Trustees of 
Trust A-2 of the Kirby D. Schenck ft Rita D.
Schenck Revocable Trust Agreement
executed on IQ/2/1991.00293079 .00292969 .00292969 .00292969
Kenneth 0. Cone£0117232.00117188.00117188 .00117188
Charles Kenneth Moore.00020841 .00020833 .00000000 .00000000

Islflki1.00000099___________________________________ waaam_____ lppoooooo 1.00000000

OIL ft CAS LEASES AND INTERESTS SUBJECT TO THIS AGREEMENT:
Oil & Gas Leases and Interests subject to this agreement may change and win be sent upon receipt of proposal
elections from all parties.

OIL AND CAS LEASES CONTRIBUTED BYOIMAREX ENERGY CO.

1. Date: August 8,2014
Lessor William Charles Kennann a/k/n Bill Kennann
Lessee: Cimarcx Energy Co.
Recorded: Book 1928, Page 599
Lands Covered: Lots 3 ft 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East, 

NMPM, Lea County, New Mexico
Royalty: V4

2. Date: August 18,2014
Lessor. Shana Lowe Canine
Lessee: Cimarex Energy Co.
Recorded: Book 1931, Page 88
Lands Coveted: Lots 3 ft 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico
Royalty: %

3. Date: October 16,2014
Lessor Tom RCone
Lessee: Cimarex Energy Co.
Recorded: Book 1932, Page 874
Lands Covered: Lots 3 ft 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico
Royalty: Vi

4. Date: October 29,2014
Lessor Cathie Cone McCown
Lessee: Cimarex Energy Co.
Recorded: Book 1931, Page 77
Lands Covered: Lots 3 ft 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico
Royalty: Vi

5. Date: October 29,2014
Lessor Lawanda Jean Crumpton Rhoten
Lessee: Cimarex Energy Co.
Recorded: Book 1931, Page 82
Lands Covered: Lots 3 ft 4, E/2 of SW/4 and SE/4 of Sect km 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico
Royalty: V,
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6. Date:
Lesson
Lessee:

October 30,20)4
Arthur Leroy Burch
Chnarex Energy Co.

Recorded: Book 1931, Page 85
Lands Covered: Lots 3 &4 and Eft ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico

7. Date:
Lesson
Lessee:

October 30,2014
Roberta L Wilson
Chnarex Energy Co.

Recorded: Book 1932, Page 871
Lands Covered: Lots 3 & 4 and EG ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico
V*

8. Date:
Lessor;
Lessee:
Recorded:

December 5,2014
Debra D Dye, as sole and separate property
Chnarex Energy Co.
Book 1936, Page 293

Lands Covered: Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico 
'/«

9. Date:
Lesson
Lessee:

November 21,2012
Barbara Garcia
Cimaiex Energy Co.

Recorded: Book 1810, Page 514
Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico
Vi

10. Date:
Lesson
Lessee:
Recorded:

November 21,2012
Donna Blystone, singed by Donna M. Blystone
Chnarex Energy Co.
Book 1824, Page 568

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM. Lea County, New Mexico
Vi

II. Date:
Lesson
Lessee:
Recorded:

January 26,2012
LKM Lowe Family Partnership
Cimarex Energy Co.
Book 1766, Page 360

Lands Covered: Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico 
'A

12. Date:
Lesson
Lessee:
Recorded:

June 26.2014
El Pam Co., Inc.
Cimarex Energy Co.
Book 1911,Page 421

Lands Covered: Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico 
'A
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13. Date:
Lessor
Lessee:

July 10.2014
Robert T. Hartley
Cimarex Energy Co.

Recorded: Book 1978, Page 409
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico 
'A

14. Date:
Lessor
Lessee:

July 10,2014
Tana Hartley Yarano
Cimarex Energy Co.

Recorded: Book 1983, Page 499
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico
V*

IS. Date:
Lessor
Lessee:
Recorded:

July 10,2014
Taylor Hartley
Cimarex Energy Co.
Book 1986, Page 887

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico 
'/«

16. Date:
Lessor
Lessee:
Recorded:

July 10,2014
Tim Hartley
Cimarex Energy Co.
Book 1997, Page 135

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico 
•A

17. Date:
Lessor
Lessee:

October 29,2014
Cathie Cone McCown
Cimarex Energy Co.

Recorded: Book 1931, Page 77
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East NMPM, Lea County, New Mexico 
•/«

(8. Date:
Lessor
Lessee:

January 6,2012
Leo V Sims, II
Cimarex Energy Co.

Recorded: Book 1765, Page 351
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7. Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
V,

19. Date:
Lessor

January 6,2012
A & P Family Partnership, by Aline L Sims, Partner, and George Patrick Sims, 
Jr., Partner

Lessee:
Recorded:

Cimarex Energy Co.
Book 1766, Page 334

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico
V,

20. Date:
Lessor
Lessee:
Recorded:

January 6,2012
Larry K. Lowe
Cimarex Energy Co.
Book 1766, Page 357

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico 
•A
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21. Date:
Lessor
Lessee:

November 21.2012
Carolyn Thompson
Clmarex Energy Co.

Recorded: Book 1810. Page 517
Lands Covered: Lots 3 & 4 and E/2 ofSW/4 or Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico 
•A

22. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Charles Crane
Cimarex Energy Co.
Book 1810, Page 519

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico 
•A

23. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Harold Crane
Cimarex Energy Co.
Book 1810, Page 521

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico
V.i

24. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Mitchell Zlnck
Cimarex Energy Co.
Book 1810, Page 523

Lands Coveted: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico 
'A

25. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Stanley Rogers
Cimarex Energy Co.
Book 1810, Page 525

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico
V*

26. Date:
Lessor
LgSSff

Recorded:

November 21,2012
Billie Dixon
Cimarex Energy Co.
Book 1810, Page 527

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico
%

27. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Marietta Perkins
Cimarex Energy Co.
Book 1810, Page 529

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico 
'A

28. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Linda Skates
Cimarex Energy Co.
Book 1812, Page 949

Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 35 East,

Royalty:
NMPM, Lea County, New Mexico
Y»
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29. Date:
Lessor
Lessee:
Recorded:

November 21,2012
James Wesley Burch
Cimarex Energy Co.
Book 1812, Page 931

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County, New Mexico

30. Date:
Lessor.
Lessee:
Recorded:

November 21,2012
Colleen Peterman
Cimarex Energy Co.
Book 1814, Page 493

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM. Lea County. New Mexico
V.

31. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Cheryl Landon
Cimarex Energy Co.
Book 1821, Page 730

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County. New Mexico 
'/«

32. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Robert Crane
Cimarex Energy Co.
Book 1823, Page 878

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County, New Mexico 
'/«

33. Date:
Lessor
Lessee:
Recorded:

November 21,2012
George Crane
Cimarex Energy Co.
Book 1823, Page 880

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County, New Mexico 
'/«

34. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Cliff Gregory
Cimarex Energy Co.
Book 1824, Page 362

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South. Range 33 East,

Royalty:
NMPM, Lea County. New Mexico
Vi

35. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Shirley Terry
Cimarex Energy Co.
Book 1824, Page 364

Lamb Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County, New Mexico 
'/«

36. Date:
Lessor
Lessee:
Recorded:

November 21,2012
Sharan Phillips
Cimarex Energy Co.
Book 1824, Page 566

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County, New Mexico 
'/<
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37. Date:
Lessor
Lessee:

November 21,2012
James Gregory
Cimarex Energy Co.

Recorded: Book 1833, Page 743
Lands Covered: Lots 3 & 4 and E/2 ofSW/4 of Section 7, Township 20 South, Range 33 East,

Royalty:
NMPM, Lea County, New Mexico 
'/«

38. Date:
Lessor
Lessee:
Recorded:

June 19,2014
William C. Walker, Trustee of the William C. and Elaine M. Walker Trust 
Cimarex Energy Co.
Book 1904, Page 75

Lands Covered: Lots 3 ft 4, E/2 ofSW/4 and SE/4 ,of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico 
'/»

39. Date:
Lesson
Lessee:
Recorded:

July 3,2014
William E. Walker II, Trustee of the William E. Walker Living Trust
Cimarex Energy Co.
Book 1911, Page 424

Lands Covered: Lots 3 ft 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico
V4

40. Date:
Lessor
Lessee:
Recorded:

July IS, 2014
Ronnie P Lowe
Cimarex Energy Co.
Book 1911.Page432

Lands Covered: Lots 3 ft 4, E/2 ofSW/4,and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
V,

41. Date:
Lessor
Lessee:
Recorded:

July 15,2014
Teddy L Hartley
Cimarex Energy Co.
Book 1911, Page 435

Lands Covered: Lots 3 ft 4; E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico 
'/.

42. Date:
Lessor.
Lessee:
Recorded:

July 15,2014
Vivian Lowe Anselmi, by Kay Lowe Atcheson, POA
Cimarex Energy Co.
Book 1911, Page 438

Lands Covered: Lots 3 ft 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico
Vt

43. Date:
Lessor
Lessee:
Recorded:

July 15,2014
Kay Lowe Atcheson aka Kay Lowe Hughes
Cimarex Energy Co.
Book 1911, Page 440

Lands Covered: Lots 3 ft 4, E/2 ofSW/4 and SE/4 ofSecdon 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico 
%

44. Date:
Lessor
Lessee:
Recorded:

July 15,2014
Farley Ranch Lowe Family Partnership, LttL, by Larry Lowe, Partner
Cimarex Energy Co.
Book 1911, Page 443

Lands Covered: Lots 3 ft 4, E/2 ofSW/4 and SE/4 of Section 7. Township 20 South, Range 33

Royalty:
East, NMPM, Lea County, New Mexico 
%
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45. Date:
Lessor
Lessee:

July 15,2014
Loretta D Lowe
Cimarex Energy Co.

Recorded: Book 1916, Page 866
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM. Lea County, New Mexico
VI

46. Date:
Lessor
Lessee:

July 15,2014
LDL Lowe Family Partnership, Ltd.
Cimarex Energy Co.

Recorded: Book 1916, Page 868
Lands Covered: Lots 3 & 4. E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
Vi

47. Date:
Lessor
Lessee:
Recorded:

July 17,2014
Billy Glenn Spradlin
Cimarex Energy Co.
Book 1911, Page 429

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico 
■/<

48. Date:
Lessor
Lessee:
Recorded:

July 22,2014
Denise Lowe
Cimarex Energy Co.
Book 1911. Page 427

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
Vi

49. Date:
Lessor.
Lessee:
Recorded:

July 22,2014
Haley Lowe Erdlen
Cimarex Energy Co.
Book 1911,Page 446

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
Vi

50. Date:
Lessor
Lessee:
Recorded:

July 22,2014
Lauren Lowe Matthews
Cimarex Energy Co.
Book 1911, Page 449

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
Vi

51. Date:
Lessor
Lessee:
Recorded:

July 22,2014
Kelly Lowe Read
Cimarex Energy Co.
Book 1911.Page45l

Lands Coveted: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
Vi

52. Date:
Lessor:
Lessee:
Recorded:

August 8,2014
Helen Campsey
Cimarex Energy Co.
Book 1928, Page 567

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

Royalty:
East, NMPM, Lea County, New Mexico
Vi
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53.

55.

56.

57.

58.

59.

Date:
Lessor:
Lessee: 
Recorded: 
Lands Covered:

Royalty:

August 13,2014 
LM Robinson, LLC 
Cimarex Energy Co.
Book 1916, Page 870
Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico
'/«

Date:

Lessor 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

August 13,2014
David Fred Carr, by Deborah L Goluska, Agent 
Cimarex Energy Co.
Book 1915, Page 880
Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico 
'/«

Date:

Lessor.
Lessee: 
Recorded: 
Lands Covered:

Royalty:

August 13,2014
CRJ Resources, LLC, by Deborah L Goluska, Agent 
Cimarex Energy Co.
Book 1915, Page 883
Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico 
V,

Date:
Lesson 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

August 13,2014 
Herring’s Carter Minerals, LLC 
Cimarex Energy Co.
Book 1916, Page 874
Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico

Date: October 29,2014
Lessor Kay Calloway Newton
Lessee: Cimarex Energy Co.
Recorded: Book 1928, Page 562
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico 
Royalty: '/*

Date: October 29,2014
Lessor Marilyn Haight
Lessee: Cimarex Energy Co.
Recorded: Book 1928, Page 564
Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico 
Royalty: '/•

Date: December 1,2014
Lessor Deborah H. Wachsmuth
Lessee: Cimarex Energy Co.
Recorded: TBD
Lends Covered: SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, 

New Mexico
Royalty:

Date: December 1,2014
Lessor Robert G. Hooper
Lessee: Cimarex Energy Co.
Recorded: TBD
Lands Covered: SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, 

New Mexico 
Royalty: 'A
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61.

62.

63.

64.

65.

66.

Date:
Lessor 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

December 1,2014 
Jack P. Hooper 
Cimarex Enemy Co.
TBD

SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, 
New Mexico 
'A

Date:
Lessor 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

December 1,2014 
Michael T. Hooper 
Cimarex Energy Co.
TBD
SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, 
New Mexico 
■/.

Date:
Lessor

Lessee: 
Recorded: 
Lands Coveted:

Royalty:

December 1,2014
George Linam Klein, Trustee of the Faye Klein Family Trust Agreement dated 
December 19.2003 
Cimarex Energy Co.
Book 2097, Page 810
Lots 3,4, E/2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico 
>A

Date:
Lessor

Lessee: 
Recorded: 
Lands Covered:

Royalty:

December 1,2014
Wells Fargo Bank, N.A. Successor Trustee, of the Janies Virgil Linam Trust, 
U/W/O James Virgil Linam F/B/O Bruce Alene Carlin and Alta Faye Klein 
Cimarex Energy Co.
TBD
Lots 3,4, E/2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico 
'A

Date:
Lessor 
Lessee: 

Recorded: 
Lands Covered:

Royalty:

December 1,2014
George Lynn Sims, a married man dealing with his sole and separate property 
Cimarex Energy Co.
TBD
Lots 3,4, E/2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico 
V*

Date:
Lessor 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

December 1,2014 
Debra Lowe Finn 
Cimarex Energy Co.
TBD
Lots 3,4, E/2 of SW/4 and the SE/4 of Section 7. Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico

OIL AND GAS LEASE CONTRIBUTED BY AOG MINERAL PARTNERS, UA

I. Date:
Lessor 
Lessee: * 

Recorded: 
Lands Covered:

Royalty:

June 30,2014
Powhatan Carter, 111, dealing in his sole and separate property 
AOG Mineral Partners, Ltd.
Book 1903, Page 300
Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South. Range 35 
East, NMPM. Lea County, New Mexico 
H
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2.

4.

Date:
Lessor:
Lessee: 
Recorded: 
Lands Covered:

Royalty:

July 2,2014
Rodney Carter, dealing In his sole and separate property 
AOG Mineral Partners, Ltd.
Book 1903, Page 303
Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 33
East, NMPM, Lea County, New Mexico
'/<

Date:
Lessor

Lessee: 
Recorded: 
Lands Covered:

Royalty:

July 9,2014
Beverly Anne Carter Overton and Charles W. Overton, Trustees of the Beverly 
Anne Carter Overton and Charles W. Overton Revocable Trust, u/t/a dated 
12/15/93
AOG Mineral Partners, Ltd.
Book 1904, Page 501
Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico
'/<

Date:
Lessor 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

July 16,2014
Cassius Carter, dealing in his sole and separate property 
AOG Mineral Partners, Ltd.
Book 1909, Page 393
Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 35 
East, NMPM, Lea County, New Mexico 
V,

Date:
Lessor 
Lessee: 
Recorded: 
Lands Covered:

Royalty:

July 30,2014
South Fifth Energy, LLC, by Stuart Carter, manager 
AOG Mineral Partners, Ltd.
Book 1908, Page 920
Lots 3 & 4, E/2 ofSW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico
'/«

OIL AND GAS LEASE CONTRIBUTED BY MARSHALL & WINSTON INC,

I. Date: October 11,2012 (effective as of November 1,2012)
Lessor The United States of America
Lessee: Marshall & Winston Inc.
Recorded: Unrecorded
Lands Covered: Lots 1 & 2, NE/4 and E/2NW/4 of Section 7, Township 20 South, Range 35 

East, NMPM, Lea County, New Mexico 
Royalty: '/<

OIL AND CAS INTERESTS CONTRIBUTED BY ROY C. BARTON. JR.

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND CAS INTERESTS CONTRIBUTED BY M. DION LOWE

I. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND GAS INTERESTS CONTRIBUTED BY RHOADES OIL COMPANY. LLC

SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

12



OIL AND GAS INTERESTS CONTRIBUTED BY MIDLAND AOG PARTNERS. LTD.

I. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico 

OIL AND CAS INTERESTS CONTRIBUTED BY REALEZA PEL SPEAR. LP

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea Coimty, New Mexico

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND CAS INTERESTS CONTRIBUTED BY LARRY P, LONG. MANAGING TRUSTEE OF THE 
LONG TRUSTS

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South. Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND CAS INTERESTS CONTRIBUTED BY WILLIAM H. KENNANN. TRUSTEE OF THE JOHN E. 
AND HELEN KENNANN FAMILY TRUST

I. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

OIL AND GAS INTERESTS CONTRIBUTED BY LOWE FAMILY. LTD.

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND GAS INTERESTS CONTRIBUTED BY TEDDY L. HARTLEY & ROBERT THOMAS 
HARTLEY. AS TRUSTEES OF THE VQRA LOWE HARTLEY MINERAL TRUST

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND GAS INTERESTS CONTRIBUTED BY BANK OF AMERICA. N.A.. AGENT. ELIZABETH LEA 
DAUGHERTY REVOCABLE TRUST U/A MARCH 22.2012

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND GAS INTERESTS CONTRIBUTED BY BANK OF AMERICA. N.A.. AGENT. OF THE J E 
SIMMONS TESTAMENTARY TRUST FBO MARY JANE HAND

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 Past, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

OIL AND CAS INTERESTS CONTRIBUTED BY BANK OF AMERICA. N.A.. AGENT. OF THE B H 
SIMMONS TESTAMENTARY TRUST FBO MARY JANE HAND

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 ofSection 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico
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OIL AND CAS INTERESTS CONTRIBUTED BY RITA P. SCHENCK, WESTERN COMMERCE BANK, 
AND WILLIAM CARL SCHENCK. CO-TRUSTEES OF TRUST B OF THE KIRBY D. SCHENCK A RITA 
D. SCHENCK REVOCABLE TRUST AGREEMENT EXECUTED ON 100/1991

1. Lots 3 & 4, and the E/2 or the SW/4 of Section 7, Township 20 South, Range 33 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 33 East, NMPM, Lea County, New Mexico

OIL AND GAS INTERESTS CONTRIBUTED BY RITA D. SCHENCK. WESTERN COMMERCE BANK. 
AND WILLIAM CARL SCHENCK. CO-TRUSTEES OF TRUST A-2 OF THE KIRBY D. SCHENCK St 
RITA D. SCHENCK REVOCABLE TRUST AGREEMENT EXECUTED ON 10/2/1901

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 33 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 33 East, NMPM, Lea County, New Mexico 

OIL AND CAS INTERESTS CONTRIBUTED BY KENNETH C. CONE

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 33 East, NMPM, 
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 33 East, NMPM, Lea County, New Mexico

OIL AND GAS INTERESTS CONTRIBUTED BY CHARLES KENNETH MOORE

I. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 33 East, NMPM, 
Lea County, New Mexico; and

BURDENS ON PRODUCTION:

Burdens of Record.
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Exhibit "B‘

Oil & Gas Lease

Tins Agreement made Um_______day of, ____________________  between , whose address b
. hereinafter called lessor (whether one or mote), and Clmam Energy Co. hereinafter called 

Lessee, whose address b 600 N. Maricnfcld Sheet Suite 600. Midland. Texas 79701.

I. Lessor, in consideration ofThN and Other Dollars (SIO.OO) in hand paid, receipt of which bhcre acknowledged, ond of the royalties 
herein provided and ofthe agreementsafthe Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose 
of investigating, exploring, prospecting, drilling and operating for and producing oil and gas, iqjeaing gas, waters, other fluids and air into 
subsurface strata, laying pipelines, storing oil. building tanks, roadways, telephone lines and other structures and things thereon to produce, 
save, lake care of, treat process, store and transport stdd minerals, the following described land in Wind County. Texas, to-wit:

Said land b estimated to comprise whether it actually comprises more or less.

2. Sublecl to the other nrovtslons herein contained. Ihb Lease shall remain In force for a term ofone fn year from thb date tolled “primmv 
term") and os long thereafter as oil or gas b produced Horn said land or Dorn land with which said hind is pooled.

3. The royalties to be paid by Lessee ore: (a) on oil. and other liquid hydrocarbons savedat the well, one-fourth fl/4lh) of thm produced and
saved flan said land, some to be delivered at the wefls or to the credit ofLessor In the pipeline to which the welb may be connected; (b) on 
gas, inctyflflfl casinghead go* or other substance produced fhun said land ond used ofTChe promises or used in the ntsnufactiiic of
gasoline or other products, the market value at the well of one-fourth HAIth) of the gas used, provided thm on gas sold on or off the 
premises- the royalties shall he one-fourth (l/4th) of the amount realized from such sale: (c) at any time when thb Lease boot validated by 
other provisions hereof and there b a well capable of producing gas and/or condensate on said land, or land pooled therewith, but gas or 
condensate Is not being so sold or used and such well b shut in. cither before or after production therefrom, thb Lease shall nevertheless not 
terminate, and it shall be considered under all clauses beteofthal gas b being produced from the leased premises in paying quantities so long 
as such well remains capable of so producing. Ifsudt well remains shut in for more than 90 consecutive days, ond if thb Leases then or at 
any time thereafter not being maintained in force and cflecl by some other provision hereoC Lessee shall pay or tender to Lessor thereupon, 
end annually thereafter on or before the arnitvctsaty ofthe dale Lessee became obligated for the first such payment until actual production of 
oil gas or condensate has commenced from such well or some other well an the leased premises or lands pooled therewith, ashut-in royalty 
equal toSI.00 per net acre of Lessor’soil and gas acreage then held under thb Lease by the party making such payment or tender. So long 
as said shut-in royalty b paid tv tendered, Ihb Lease shall not terminate, and it shall be considered under all daoses hereof that gas b being 
produced from the leased premises in paying quantities. Each such payment shall be paid or tendered to the party or parties who at the time 
of such payment would be entitled to receive the royalties which would be paid under Ihb Lease if the well were in fact producing. The 
payment or tender of royalties and shul-ln royalties may be made by check or draft. Any timely payment or tender ofihut-in royalty which b 
made in a bona fide attempt to make proper payment, but which b erroneous fat whole or in pm as to parties or amounts, shall nevertheless 
he sufficient to prevent termination of thb Lease in the same manner as though apeoper payment had been made ifLcsscc shall ccnect such 
enor within 30 days after Lessee has received written notice thereof by certified mail Horn the party or parties entitled to receive payment 
together with such written instrumcnlsior certified copies thereof) as arc necessary to enable Lessee to make proper payment. Tbenmotml 
realized from the sale of gas on or olf the premises shall be the price established by the gas sales contract entered into in good fidth by 
Lessee and gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the net amount 
received by Lwwf after giving e fleet to applicable regnlotofy orders end after application of any applicable price (kflwtinwm specified in 
such contract or regulatory orders. In the event Lessee compresses, treats, purifies or dehydrates such gas (whether on or off the leased 
premises) or transports gas ofTthe leased premises. Lessee in computing royalty hereunder may deduct from such price a tcosonablechaige

4. Thb b a paid-up lease, and Lessee shall not be obligated during the primary term hereof to commence or continue tmy operations of 
whatsoever character or to make any payments hereunder in order to maintain this Lease in force during the primary term: however, thb 
provision b not intended to relieve Lessee of the obligation to pay royalties on actual production pursuant of paragraph 3 hereof.

3. Lessee is hereby granted the right and power, from lime to time, to pool or combine Ihb Lease, the land covered by it or any pait or horizon 
thereofwhh any other land, leases, mbrcrnl estates or parts thereof for the production of oil or gas. Units pooled hereunder shall run exoecd
iIm. tfmwtiml penwrtlnn noil ftyeit hy Inwoeliyllir powmmrniil grgulirtny iithinllyhmitwp jnttfd|flhw»*ir.«i»ll«p»elnfl.w.jl^lfMtiy farri*.

pool or area in which said land is situated, plusa tolerance of 10%: provided that ifno such standard proralian unit hso fixed arproscribed, 
such pooled units shall not exceed 40 acres for oil wells, plusatolcranccori0%, or640acres for gas wells, ptusaudenmee of 10%. orsuch 
larger area as may be prescribed or permitted by such governmental authority to be assigned to each well Tor purposes ofa well spacing or 
density pattern ar in the allocation of producing allowable. Lessee shall flic written unit designations lor record in the office ofthe eotmty 
clerk of the county in which the premises are located, and such units may be designated from time to time and either before or after the 
completion of welb. Drilling Operations on or production from any part of any such unit shall be considered for all purposes, except die 
payment of royally, os operations conducted upon or production from the land described In thb Lease. There shall be allocated to the land 
covered by thb Lease included in any such unit that portion ofthe total production ofpooted minerals from welh in the unit, after deducting 
any used fat lease or unit operations, which the net oil or gas acreage in the land covered by thb Lease included in the unit bean to the total 
number ofsurfoce acres in the unit Tbe production so allocated shall be considered for all purposes. Including the payment or delivery of 
royally, to be the entire production of pooled minerals from the portion ofsaid land covered hereby and included in said unit in the some
miwMw»f ax ihmi]th|irodrir*wt ftomfi.pt innd^vt^vrh^trTTm-flhtf i ntf- Any pooled unit designated by Lessee, os provided he rein, may be
amended or dissolved by Lessee by filing on appropriate instrument for record in the office ofthe county clerk ofthe county where the land 
b situated at any lime after tbe original designation of such unit.

6. Ifallhc expiration ofthe primary temuhere is no well upon said land capable of producing oil or gas. but Lessee has commenced operations 
for drilling or reworking thereon, this Lease shall remain in force so long as operations arc prosecuted with no cessation of more than 60 
consecutive days, whether such operations be on the same well or on a different or additional well or welb, and if they result in die 
production of oil or gas. so long thereafter as oil or gas b produced from said land. 1C after the expiration ofthe primary term, all welb 
upon stud tend should become tncopsblc of producing for ony cmisc, this 1 ww sholl not If Lessee coninicnccs opemiions for
additional drilling or for reworking within 60 days thereafter, and shall remain in force so long as operations ore prosecuted with no 
cessation of more than 60 consecutive days, whether such operations be on the same well or on adifferant or additional well or wells. Ifany 
drilling, additional drilling, or reworking operations hereunder result in production, then thb Lease shall remain in full force so tong

7. Lessee shall have flee use ofofl, gas and water from said land, except water Bom Lessor's wells and tanks, for all operations hereunder, and 
the royalty shall be computed after deducting any so used. Lessee shall have the right at anytime during or after the expiration of thb Lease 
to remove all property and fixtures placed by Lessee an said land, including the right to draw and remove all casing.
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The righu of either party hereunder may be assigned in whole or in pen and the provisions hereof shall extend to their heirs, exeeman. 
administrator, successors end assigns; but no change in ihe ownership of the land or fa) (he ownenhip ot or rights to receive, royalties or 
shut-in lenities, however eccomplisbcd. 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 daps after Lessee has been lamishcd by certified mail ss Lessee's principal 
place ofbasincss with acceptable Instruments or certified copies thereof constituting the chain of lilte Own the original Lessor. Ifonysuch 
change in ownership occurs through Ihe death of the owner. Lessee may, id its option, pay or tender any royalties or shat-in royalties in the 
name oflhe deceased or to his estate or to Ms heirs. executor or administrator until such lime os Lessee has been furnished with evidence 
satisfactory to Lessee as to the penons entitled to such sums. An assignment oflhis Lease in whole or in part shall, to the extern of such 
assignment relieve and discharge Lessee of any obligations hcictmdcr. and if Lessee or assignee of pan or pats hereof shall fail or mate 
default in the payment of the proportionate pan of royalty or shut-in royalty due from such Lessee or assignee or fail to comply with any of 
Ihe previsions 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 snch payments.

9. 9muld Lessee be prevented (torn complying with any express or Implied covenant of this Lease, or from contacting drilling or rcuorking
operations hereunder, or from producing oil or gas hereunder by teastm of scarcity or faubi) Ity to obtain or ose equipment or material, or by 
operation of force mqjctne. or by any Federal or state law or any order, rale or icgntation ofgovernmental mnhortty.thcnwhlle so prevented. 
Lessee's duty shall be suspended, and Lessee shall not be liable for failure to comply therewith; end this Lease shall be extended while and 
so long as Lessee Is prevented by any such cause Com conducting drilling or rewaridng operations or Scot producing oil or gnshercander. 
and the time while Lessee is so prevented shall not be counted against Lessee, anything In this Lease to the contrary notwithstanding.

10. Lessor hereby warrants and agrees to defend the title to said load and agrees that Lessee at its option may discharge any tax, mortgage or 
other lien upon said land, and in Ihe event Lessee does so it shall be subrogated to such Hen with the right to enfatee same and to apply 
royalties and shut-in royalties payable hereunder toward satisiying same. Without impairment of Lessee's rights under the warranty, ifthts 
Lease covers a less interest in the oil or gas in all or any pan oisaid land than the entire and undivided fae simple estate ((vhelher Lessor's 

interest is herein specified or not) then the royalties, shut-in royally andother payments, if any, accruing Bern any part as towhich this Lease 
covers less than such fall interest shall be paid only in the proportion which the Interest therein. If any, covered by this Lease, bears to Ihe 
whole end undivided lee simple estate therein. Should anyone or more of the parties named above as Lessors fait to execute this i«m, it 
shall nevertheless be bhxfing upon the party or parties executing the same.

II. Lessee, its or his successors, heirs and assigns shall have the right at any time to surrender this Lease, in whole or in port, to Lessor or his 
heirs, successors and assigns by delivering or mailing a release thereof to the Lessor, or by placing a release thereof of record in the county 
in which said land is situated; thereupon Lesrac shall he relieved from all obligations, expressed or Implied, of this agreement os to acreage 
so surrendered, and thercafler Ihe shut-in royohy payable hereunder shall be reduced in Ihe proportion that Ihe acreage covered Hereby is 
reduced by said release or releases.

Executed the day and year flm above written.
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Acknowledgments 

Individual Acknowledgment - TEXAS

State or________________ #

County or____________________  i

T|mlfift^|mlnglniaT,""w|11,,,*1|glavwilB<ly«nMfeTPniethB Javof

My commission expires:
Notmy Public, Sms of.

,20__,hy

Corporate Acknowledgment - TEXAS

State of§

County of 8

OwpAwg NwtimiwtH w nefcimuiledyffH hoflwo me this dovof

od behalf of said corporation.

My commission expires -----------------------------
___________________ Notaiy Public, Stole of.

_,2f>__ .by
_______ .of
cuipoffllhuL
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ACCOUNTING PROCEDURE 
JOINT OPERATIONS
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Attached to and made pan of thru certain OnefnllnfLAgKemenu»8tf(L.limeJ4^0_14 Jiynnrlhelwee nClmnre\ Energy Co, as Onereinr 

and Marshall & Winston. Inf- a* Non-Operator.

I. GKNF.UAL PROVISIONS

IF THE PARTIES FAIL TO SELECT EITITER ONE OF COMPETING -ALTERNATIVE" PROVISIONS. OR SELECT ALL TIIE 

COMPETING "ALTERNATIVE" PROVISIONS, ALTERNATIVE I IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE 

BEEN ADOPTED BY TIIE PARTIES AS A RESULT OF ANY SIJCII OMISSION OR DUPLICATE NOTATION.

IN THE EVENT THAT ANY “OPTIONAL" PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY TIIE 

PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION. SUCH PROVISION SHALL NOT 

FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BF. MADE CONCERNING TIIE INTENT 

OF THE PARTIES IN SUCH EVENT.

I. DEFINITIONS

All terms used in this Accounting Procedure shall haw the following meaning, unless otherwise expressly defined in the Agreement:

-Affiliate" means for a person, another person that controls, is controlled by. or is under common control with that person. In this 

definition, (a) control means the ownership by one person, 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 os partnership interests), and (b) -person” means an 

individual, corporation, partnership, trust, estate, unincorporated organization, association, or other legal entity.

-Agreement" means the operating agreement, farm out agreement, or other contract between the Panics to which this Accounting 

I’roccdure is attached.

-Controllable Material" means Material that, at the time of acquisition or disposition by the Joint Account, as applicable, is so classified 

in the Material Classification Manual most recently recommended by the Council of Petroleum Accountants Societies (COPAS).

-Equalized Freight" means the procedure of charging transportation cost to the Joint Account based upon the distance from the nearest 

Railway Receiving Point to the property.

-Excluded Amount" means a specified excluded trucking amount most recently recommended by COPAS.

-Field Ofllce" means a structure, or portion of a structure, whether a temporary or permanent installation, the primary function of which is 

to directly serve daily operation and maintenance octivitics of the Joint Property and which serves as a staging area for directly chargeable 

field personnel.

-First Level Supervision" means those employees whose primary function in Joint Operations is the direct oversight of the Operator’s 

field employees and/or contract labor directly employed On-site in a field operating capacity. First I .eve) Supervision functions may 

include, but arc not limited to:

• Responsibility' for field employees and contract labor engaged in octivitics that can include field operations, maintenance, 

construction, well remedial work, equipment movement and drilling
• Responsibility for day-to-day direct oversight of rig operations

» Responsibility for day-to-day direct oversight of construction operations

• Coordination of job priorities and approval of work procedures

• Responsibility for optimal resource utilization (equipment. Materials, personnel)

• Responsibility for meeting production and field operating expense targets

• Representation of the Parties in local matters involving community, vendors, regulatory agents and landowners, as an incidental 

pan of the supervisor's operating responsibilities

• Responsibility' for all emergency responses with field staff

• Responsibility for implementing safety* and environmental practices

• Responsibility for field adherence to company policy

• Responsibility for employment decisions and performance appraisals for field personnel

• Oversight of sub-groups lor field functions such as electrical, safely, environmental, telecommunications, which may have group 

or team leaders.

61 -Joint Account" means the account showing the charges paid oral credits received in the conduct of the Joint Operations that ore to be

62 shared by the Panics, but docs not include proceeds attributable to hydrocarbons and by-products produced under the Agreement.

63
64 -Joint Operations" means all operations necessaiy or proper for the exploration, oppraisaJ, development, production, protection,

65 maintenance, repair, abandonment, and restoration of the Joint i*roperty.

66

COPYRIGHT O 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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COPAS 2005 Accounting Procedure
Recommended by COPAS. Inc.

c o p a s

I “Joint Property" means the real and personal property subject to the Agreement.

3 “Lows" means any laws, rules, regulations, decrees, and orders or the United Stales of America or any state thereof and all other

4 governmental bodies, agencies, and other authorities having jurisdiction over or effecting the provisions contained in or the transactions

5 contemplated by the Agreement or the Parlies and their operations, whether such laws now exist or are hereafter amended, enacted.

6 promulgated or issued.

7
B “Material" means persona) property, equipment, supplies, or consumables acquired or held for use by the Joint IVopeny.

o
10 “Non-Opcralon" means the Parties to the Agreement other than the Operator.

11
12 “Offihore Facilities" means platforms, surface and subsea development and production systems, and other support systems such as oil and

13 gas handling facilities, living quarters, offices, shops, cranes, electrical supply equipment and systems, fuel and water storage and piping,

14 heliport, marine docking installations, communication facilities, navigation aids, and other similar facilities necessary in the conduct of

15 offshore operations, all of which arc located olTshorc.

16
17 “Off-«lle" means any location that is not considered On-sitc as defined in this Accounting Procedure.

18
io “On-slle" means on the Joint Property when in direct conduct of Joint Operations. The term “On-sitc" shall also include that portion of

20 Oflsltorc Facilities, Shore Base Facilities, fabrication yards, and staging areas from which Joint Operations arc conducted, or other

21 facilities that directly control equipment on the Joint Property, regardless of whether such facilities ore owned by the Joint Account.

22
23 “Operator" means the Party designated pursuant to the Agreement to conduct the Joint Operations.

24
25 “Parties" means legal entities signatory to the Agreement or their successors and assigns. Parties shat! be referred to individually as

26 “Party.'*

27
28 “Participating Interest" means the percentage of the costs and risks of conducting an operation under the Agreement that a Party agrees.

29 or is otherwise obligated, to pay and bear.

30
31 “Participating Party" means a Party that approves a proposed operation or otherwise agrees, or becomes liable, to pay and bear a share of

32 the costs and risks of conducting an operation under the Agreement.

33
34 “Personal Expenses" means reimbursed costs for travel und temporary* living expenses.

35
36 “Railway Receiving Point" means the railhead nearest the Joint IVoperty for which freight rates ore published, even though un actual

37 railhead may not exist.

38
39 “Shore Rase Facilities" means onshore suppon facilities that during Joint Operations provide such services to the Joint IVoperty* as a

40 receiving and transshipment point for Materials; debarkation point for drilling and production personnel and services; communication.

4) scheduling and dispatching center and other associated functions serving the Joint Property.

42
43 “Supply Store" means a recognized source or common stock point for o given Material item.

44
43 “Technical Services" means services providing specific engineering, geoscience, or other professional skills, such as those performed by

46 engineers, geologists, geophysicists, and technicians, required to handle specific operating conditions and problems for the benefit of Joint

47 Operations; provided, however. Technical Services shall not include those functions specifically identified as overhead under the second

48 paragraph of the introduction of Section III (Overhead). Technical Services may be provided by the Operator. Operator's Affiliate. Non-

49 Operator. Non-Operator Affiliates, and/or third panics

50
31 2. STATEMENTS AND BILLINGS

52
33 The Operator shall bill Non-Operators on or before the tusi day of the month for their proportionate share of the Joint Account for the

54 preceding month. Such bills shall be occompanied by statements that identify the AFE (authority for expenditure), lease or facility, and all

53 charges and credits summarized by appropriate categories of investment and expense. Controllable Material shall be separately identified

56 nnd fully described in detail, or at the Operator's option. Controllable Material may be summarized by major Material classifications.

37 Intangible drilling costs, audit adjustments, and unusual charges and credits shall be separately and clearly identified.

58
59 The Operator may* moke available to Non-Operators any statements and bills required under Section 1.2 and/or Section I.3.A [Advances

60 and Payments by the Parties) via email, electronic data interchange, internet websites or other equivalent electronic media in lieu of paper

61 copies. The Operator shall provide the Non-Operators instructions and any necessary information to access and receive the statements and

62 bills within the timeframes specified herein. A statement or billing shall be deemed os delivered twenty-four (24) hours (exclusive of

63 weekends and holidays) after the Operator notifies the Non-Operator that the statement or billing is available on the website and/or sent via

64 email or electronic data interchange transmission Each Non-Operator individually shall elect to receive statemenis and billings

65 electronically, if available from the Operator, or request paper copies. Such election may be changed upon thirty* (30) days prior written

66 notice to the Operator.
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ADVANCES AND PAYMENTS BV THE PARTIES

A. Unless otherwise provided for in lire Agreement, the Opemlor may require the Non-Operators to advance their share of the estimated 

cash outlay for the succeeding month's operations within fifteen (15) days after rcccipi 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 each monthly billing to reflect advances 

received from the Non-Operators for such month. If a refund is due, the Operator shall apply the amount to be refunded to the 

subsequent month's billing or odvancc, unless the Non-Operator sends the Operator a written request for a cash refund. The Operator 

shall remit the refund to the Non-Operator within fifteen (15) days of receipt of such written request.

D. Except as provided below, each Party* shall pay its proportionate share of all bills in full within fifteen (15) days of receipt date. If 

payment is not mode within such lime, (he unpaid balance shall bear interest compounded monthly at the prime rote published by the 

Wall Suva Journal on the first day of each month the payment is delinquent, plus three percent (3%), per annum, or the maximum 

contract rate permitted by the applicable usury Laws governing the Joint Property, whichever is the lesser, plus attorney's fees, court 

costs, and other costs in connection with the collection of unpaid amounts. If the Wall Street Journal ceases to be published or 

discontinues publishing a prime rale, the unpaid balance shall bear interest compounded monthly at the prime rate published by the 

Federal Reserve plus three percent (3%). per annum. Interest shall begin accruing on the first day of the month in which the payment 

wai due. Payment shall not be reduced or delayed ns a result of inquiries or anticipated credits unless the Operator has ugreed. 

Notwithstanding the foregoing, the Non-Operator may reduce payment, provided it furnishes documentation and explanation to the 

Operator at the time payment is made, to the extent such reduction is caused by:

(1) being billed at an incorrect working interest or Participating Interest that is higher than such Non-Operator's actual working 

interest or Portieipating Interest, os applicable; or

(2) being billed for a project or AFE requiring approval of the Parties under the Agreement that the Non-Operator has not approved 

or is not otherwise obligated to pay under the Agreement; or

(3) being billed for o property in 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 Idler in-lieu. Notwithstanding the foregoing, the Non-Operator 

shall remain responsible for paying bills attributable to the interest it sold or transferred for any bills rendered during the thirty 

(30) day period following the Operator's receipt of such written notice; or

(4) charges outside the adjustment period, as provided in Section 1.4 [Adjustments).

ADJUSTMENTS

A. Puyment 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 statements, rendered during any calendar year shall conclusively be presumed to be true and correct, 

with respect only to expenditures, after twenty-four (24) months following the end of any such calendar year, unless within said 

period o Party takes specific detailed written exception thereto making o claim for adjustment. The Operator shall provide a response 

to all written exceptions, whether or not contained in on audit report, within the time periods prescribed in Section 1.5 (Expenditure 

Audits).

R. All adjustments initiated by the Operator, except those described in items (I) through (4) of this Section 1.4.11. nrc limited to the 

twenty-four (24) month period following the end of the calendar year in which the original charge appeared or should have appeared 

on the Operator's Joint Account statement or payout statement. Adjustments that may be made beyond the twenty-four (24) month 

period are limited to odjustments resulting from the following:

43
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53 
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39 

60 

61 

62 

63 
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65

66

(1) a physical inventory’of Controllable Material as provided for in Section V [Inventories of Controllable Material), or

(2) an offsetting entry (whether in whole or in pari) that is the direct result of a specific joint interest audit exception granted by the 

Operator relating to another property, or

(3) a govcmmenl/regulatory audit, or

(4) a working interest ownership or l*anicipating Interest adjustment.

EXPENDITURE AUDITS

A. A Non-Operator, upon written notice to the Operator and all other NorvOperators. shall have the right to audit the Operator's 

accounts and records relating to lire Joint Account within the twenty-four (24) month period following the end of sueh calendar year in 

which such bill was rendered; however, conducting on audit shall not extend the time for the taking of written exception to and the 

adjustment of accounts os provided for in Section 1.4 [Adjustments). Any Party that is subject to payout accounting under the 

Agreement shall have the right to audit the accounts and records of the Party responsible for preparing the payout statements, or of 

the Party furnishing information to the Party* responsible for preparing payout statements. Audits of payout accounts may include the 

volumes of hydrocarbons produced and saved and proceeds received for such hydrocarbons as they pertain to payout accounling 

required under the Agreement. Unless otherwise provided in the Agreement, audits of a payout account shall be conducted within the 

twenty-four (24) month period following the end of lire calendar year in which the payout statement was rendered.

Where there are two or more Non-Operators, lire Non-Operators shall moke every* reasonable effort to conduct a joint audit in o 

manner that will result in a minimum of inconvenience to the Operator. The Operator shall bear no portion of the Non-Operators' 

audit cost incurred under this paragraph unless agreed to by the Operator. The audits shall not be conducted more than once each year 

without prior approval of the Operator, except upon the resignation or removal of the Operator, and shall be made at the expense of
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those Non-Operators approving such audit

The Non-Operator leading the audit (hereinafter “lead audit company**) shall issue the audit report u-ithin ninety (90) days after 

completion of the audit testing and analysis; however, the ninety <90) day lime period shall not extend the twenty-four (24) month 

requirement for taking specific detailed written exception os required in Section I.4.A (Adjustments) uhove. All claims shall he 

supported with sufficient documentation.

A timely filed written exception or audit rrpon containing written exceptions (hereinafter ‘‘written exceptions”) shall, with respect to 

the claims made therein, preclude the Operator from asserting a statute of limitations defense against such claims, and the Operator 

hereby waives its right to assert any statute of limitations defense against such claims for so long as arty NorvOperator continues to 

comply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the Non-Operators fail to comply with 

the additional deadlines in Section I.5.B or I.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 sueh claims shall then be subject to the applicable statute of limitations, 

provided that such waiver shall not lapse in the event that the Operator lias failed to comply with the deadlines in Section I.5.B or

I.5.C.

The Operator shall provide a written response to all exceptions in on audit report within one hundred eighty (ISO) days after Operator 

receives such report. Denied exceptions should be accompanied by a substantive response. If the Operator fails to provide substantive 

response to on exception within this one hundred eighty (180) day period, the Operator will owe interest on that exception or portion 

thereof, if ultimately granted, from the dale it received the audit report Interest shall he calculated using the rate set forth in Section 

1.3.B (Advances and Payments by the Parries).
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C. The tend audit company shall reply to the Operator’s response to an audit report within ninety (90) days of receipt, and the Operator 

shall reply to the lead audit company's follow-up response within ninety (90) days of receipt; provided, however, each Non-Operator 

shall have the right to represent itself if it disagrees with the lead audit company's position or believes the lead audit company is not 

adequately fulfilling its duties Unless otherwise provided for in Section I 5.E. if the Operator fails to provide substomivc response 

to an exception within this ninety (90) day period, the Operator will owe interest on that exception or portion thereof, if ultimately 

granted, from the dote it received the audit report. Interest shall be calculated using the rate set forth in Section I.3.B (Advances and 

Payments by the Parlies).

D. If any Part)’ fails to meet the deadlines in Sections 1.5.B or I.5.C or if any audit issues ore outstanding fifteen (15) months after 

Operator receives the audit report, the Operator or any Nor>-Opcraior participating in the audit has the right to call a resolution 

meeting, as set forth in this Section I.5.D or it may invoke the dispute resolution procedures included in the Agreement, if applicable. 

The meeting will require one month's written notice to the Operator and all Non-Operators participating in the audit. The meeting 

shall be held at the Operator's office or mutually agreed location, and shall be ottended by representatives of (he Ponies with 

authority to resolve such outstanding issues Any Pony who fails to attend the resolution meeting shall be bound by any* resolution 

reached at the meeting. The lead audit company will make good faith efforts to coordinate the response and pasiu'ons 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 efTorts to resolve outstanding issues, and each Party will be required to present substontive information 

supporting its position. A resolution meeting may be held os often as agreed to by the Panies. Issues unresolved at one meeting may 

be diseussed at subsequent meetings unlit each such issue is resolved

If the Agreement contains no dispute resolution procedures and the audit issues cannot be resolved by negotiation, the dispute shall 

be submined to mediation. In such event, promptly following one Party's written request for mediation, the Panics to the dispute 

shall choose a mutually acceptable mediator and share the costs of mediation services equally. The Panics shall each have present 

at the mediation at least one individual who lias (he authority to settle the dispute. The Panies shall make reasonable efforts to 

ensure that the mediation commences within sixty (60) days of the date of the mediation request. Notwithstanding the above, any 

Pany may file a lawsuit or complaint (I) if the Parties are unable after reasonable e(Torts, to commence mediation within sixty (60) 

days of the date of the mediation request, (2) for statute of limitations reasons, or (3) to seek a preliminary injunction or other 

provisional judicial relief, if in its sole judgment an injunction or other provisional relief is necessary to ovoid irreparable damage or 

to preserve the status quo. Despite such action, the Parties shall continue to try to resolve the dispute by mediation.

waftoiti t.m ro 4fie\Joint Aeeauntf

APPROVAL BV PARTIES

A. GENERAL MATTERS

Where an opprovol or other agreement of the Parties or Non-Operators is expressly required under other Sections of this Accounting 

Procedure and if the Agreement to which this Accounting Procedure is attached contains no contrary provisions in regard thereto, the
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Operator shall notify 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.
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This Section I.6.A applies to specific situations of limited duration where a Party proposes to change the accounting for charges from 

that prescribed in this Accounting Procedure. This provision does not apply to amendments to this Accounting Procedure, which one 

covered by Section I.6.B.

B. AMENDMENTS

If the Agreement to which this Accounting Procedure is attached contains no contrary provisions in regard thereto, this Accounting 

Procedure con be amended by an affirmative vote of Two( 2 1 or more Parties, one of which is the Operator,

having n combined working interest of at least Fifty percent i SO which approval shall be binding on all Parties, 

provided, however, approval of at least one (I) Non-Operator shall be required.

C. AFFILIATES

For the purpose of administering the voting procedures of Sections I.6.A and I.6.B, if Parties to this Agreement ore Affiliates of each 

other, then such Affiliates shall be combined and treated os a single Part)' having the combined working interest or Participating 

Interest of such Affiliates.

For the purposes of administering the voting procedures in Section I.6.A, if a Non-Operator is an Affiliate of the Operator, votes 

under Section I.6.A shall require the majority in interest of the Non-Operator(s) oflcr excluding the interest of the Operator's 

Affiliate.

25

26

27

28

29

30

31

32

33

34 

33

36

37 

3B

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

35

56

57

38

39 

60 

61 

62

63

64 

63 

66

II. DIRECT CHARGES

The Operator shall charge the Joint Account with the following items:

1. RENTALS AND ROYALTIES

Lease rentals and royalties paid by the Operator, on behalf of oil Parties, for the Joint Operations.

2. LABOR

A. Salaries and wages, including incentive compensation programs as set forth in COPAS MFI-37 (“Chargcabiliiy of Incentive 

Compensation Programs"), for

(1) Operator's Held employees directly employed On-site in the conduct of Joint Operations,

(2) Operator's employees directly employed on Shore Base Facilities, Offshore Facilities, or other facilities serving the Joint 

Property if such costs arc not charged under Section 11.6 (Equipment and Facilities Furnished by Operator) or ore not a 

function covered under Section 111 (Overhead),

(3) Operator's employees providing First Level Supervision.

(4) Operator's employees providing On-site Technical Services Tor the Joint Property if such charges ore excluded from the 

overhead rates in Section Ml (Overhead),

(5) Operator's employees providing OfT-sile Technical Services for the Joint ITopcrty if such charges ore excluded from the 

overhead rales in Section III (Overhead).

Charges for the Operator's employees identified in Section IL2.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 salaries ond wages of the employee's specific job category.

Charges for personnel chargeable under this Section II.2.A who are foreign nationals shall not exceed comparable compensation paid 

to an equivalent U.S. employee pursuant to this Section 11.2, unless otherwise approved by the Parties pursuant to Section 

I.6.A (General Matters).

B. Operator’s cost of holiday, vacation, sickness, and disability benefits, and other customary' allowances paid to employees whose 

salaries and wages are chargeable to the Joint Account under Section II.2.A, excluding severance payments or other terminatim 

allowances. Such costs under this Section IL2.B may be charged on a “when and as-paid basis'* or by “percentage assessment" on the 

amount of salaries and wages chargeable to the Joint Account under Section M.2.A. If percentage assessment is used, the rate shall 

be based on the Operator's cost experience.

C. Expenditures or contributions made pursuant to assessments imposed by governmental authority that ore applicable to costs 

chargeable to the Joint Account under Sections II.2.A and IL
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D. Personal Expenses of personnel otiose salaries and wages are chargeable to Ihe Joinl Account under Section 1I.2.A when the 

expenses nrc incurred in connection with directly chargeable activities,
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24

E. Reasonable relocation costs inclined in ironsfcrTing to the Joinl Property personnel whose salaries and wages ore cliargcahlc to the 

Joint Account under Section 11.2.A. Notwithstanding the foregoing, relocation costs that result from reorganization or merger of o 

Party, or lhat ore for the primary benefit of the Operator, shall not be chargeable to the Joint Account. Extraordinary* relocation 

costs, such as those incurred as a result of irons fen from remote locations, such as Alaska or overseas, shall not be charged to the 

Joint Account unless opproved by the Ironies pursuant to Section 16.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 arc chargeable under Section 11.2.A. This training charge shall include the wages, salaries, training course cost, and Personal 

Expenses incurred during the training session The training cost shall he charged or allocated to the property or properties directly 

benefiting from the training. The cost of the training course stall not exceed prevailing commercial rates, where such rates are 

available.

Cr. Operator's current cost of established plans for employee benefits, as described in COPAS MFI-27 (“Employee Benefits Chargeable 

to Joinl Operations and Subject to Percentage Limitation"), applicable to the Operator's labor costs chargeable to the Joint Account 

under Sections II.2.A and B based on the Operator's actual cost not to exceed the employee benefits limitation percentage most 

recently recommended by COPAS.

H. Award payments to employees, in accordance with COPAS MFI-49 ("Awards to Employees and Contractors") for personnel whose 

salaries and wages are chargeable under Section 1I.2.A.

3. MATERIAL
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Material purchased or furnished by the Operator for use on the Joinl Properly in the conduct of Joint Operations as provided under Section 

IV (Material Purchases, Transfers, amt Disfsosiiions). Only such Material stall be purchased for or transferred lo the Joinl Property as 

may be required for immediate use or is reasonably practical and consistent with efficient and economical operations. The accumulation 

of surplus stocks stall be avoided.

4. TRANSPORTATION

A. Transportation of the Operator's, Operator's Affiliate's, or contractor's personnel necessary for Joinl Operations.

0. Transportation of Material between the Joint Propeny and another property, or from the Operator's warehouse or other storage point 

to ihe Joint Properly, shall be charged to the receiving properly using one of the methods listed beloxv. Transportation of Material 

from the Joint Property to the Operator's warehouse or other storage point stall be paid for by the Joint Property* using one of the 

methods listed below:

(1) IT the actual trucking charge is less than or equal to the Excluded Amount the Operator may charge actual trucking cost or a 

theoretical charge from the Railway Receiving Point to the Joint Propeny. The basis for the theoretical charge is the per 

hundred weight charge plus fuel surcharges from the Railway Receiving Point lo ihe Joint Property. The Operator shall 

consistently apply the selected alternative.

(2) If the actual trucking charge is greater than the Excluded Amount, the Operator stall charge Equalized Freight. Accessorial 

charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permit fees stall be charged 

directly to the Joint Property and stall not be included when calculating the Equalized Freight.

5. SERVICES

The cost of contract services, equipment, and utilities used m the conduct of Joint Operations, except for contract services, equipment, and 

ulililies covered by Section III (Overhead), or Section 11.7 (Affiliates), or excluded under Section 11.9 (Ugal Expense), Awards paid to 

contractors shall be chargeable pursuant lo COPAS MFI-49 ("Awards to Employees and Contractors").

The costs of third pony Technical Services arc chargeable to the extent excluded from the overhead rates under Section III (Overhead).

6. EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

In the absence of a separately negotiated agreement, equipment and facilities furnished by Ihe Operator will he charged as follows:

A. The Operator stall charge the Joint Account for use of Operator-owned equipment and facilities, including but not limited to 

production facilities. Shore Bose Facilities, Offshore Facilities, and Field Offices, at rates commensurate with the costs of ownership 

and operation. 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 II 2 A (Labor) Such rates may include labor, maintenance, repairs, other operating expense, 

insurance, taxes, depreciation using straight line depreciation method, and interest on gross investment less accumulated depreciation 

not to exceed Twelvepercent t 12 %\ per annum: provided, however, depreciation stall not be charged when Ihe
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equipment and facilities investment have been fully depreciated. The rate may include on element of the estimated cost for 

abandonment, reclamation, and dismantlement. Such rates shall not exceed the average commercial rates currently prevailing in the 

immediate area of the Joint Property.

B. In lieu of charges m Section 11.6. A above, the Operator may elect to use average commercial rates prevailing in the immediate area 

of the Joint Property, less twenty percent (20%). If equipment and facilities arc charged under this Section 11,6.8. the Operator shall 

adequately document and support commercial rates and shall periodically review and update the rate and the supporting 

documentation. For automotive equipment, the Operator may elect to use rates published by the Petroleum Motor Transport 

Association (PMTA) or such other organization recognized by COPAS as the official source of rates.

7. AFFILIATES

A. Charges for an Affiliate's goods ondfor services used in operations requiring an AFF. or other authorization from the Non Operators

may be made without the opproval of the Parties provided (i) the Affiliate is identified and the Affiliate goods and services ore 

specifically detailed in the approved AFE or other authorization, and (ii) the total costs for such Affiliate's goods and services billed 

to such individual project do not exceed S 25.000.00 If the total costs for an Affiliate's goods and services charged to such

individual project are not specifically detailed in the approved AFE or authorization or exceed such amount, charges for such 

Affiliate shall require approval of the Parties, pursuant to Section I.6.A (General Mailers).

B. For an Affiliate's goods ondtor services used in operations not requiring an AFE or other authorization from the Non-Operators,

charges for such Affiliate's goods and services shall require approvol of the Ponies, pursuant to Section I.6.A (GeneraI Mailers), if the 

charges exceed S Sfl.000.flfl in a given calendar year.

C. Tire cost of the Affiliate's goods or services shall not exceed average commercial rates prevailing in the nrca of the Joint Property, 

unless the Operator obtains the Non-Operators’ approval of such rales. The Operator shall adequately document and support 

commercial rates and shall periodically review and update the rate and the supporting documentation; provided, however, 

documentation of commercial rotes shall not be required if the Operator obtains Non-Operator approval of its Affiliate's rates or 

charges prior to billing Non-Operators for such Affiliate's goods and services. Notwithstanding the foregoing, direct charges for 

Affiliate-owned communication facilities or systems shall be made pursuant to Section 11.12 (Communications).

If the Parties fail to designate nn amount in Sections 11.7. A or II.7.B, in each instance die amount deemed adopted by the Panics as a 

result of such omission shall bo the amount established as the Operator's expenditure limitation in the Agreement. If the Agreement 

does not contain an Operator's expenditure limitation, the amount deemed adopted by the Parties os o result of such omission shall be 

zero dollars (S 0.00).

8. 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 to the 

extent such damages or losses result from u Party's or Tunics' gross negligence or willful misconduct, in which case such Party or Panics 

shall be solely liable.

The Operator shall furnish the Non-Operator written notice of damages or losses incurred as soon os practicable after a report has been 

received by the Operator.

9. LEGAL EXPENSE

Recording fees and costs of handling, settling, or otltcrwisc discharging litigation, claims, and liens incurred in or resulting from 

operations under the Agreement, or necessary to protect or recover the Joint Propeny. to the extent permitted under the Agreement Costs 

of the Operator's or Affiliate's legal staff or outside attorneys, including fees am) expenses, are not chargeable unless approved by the 

Parties pursuant to Section I.6.A (General Mailers) or otherwise provided for in the Agreement.

Notwithstanding the foregoing paragraph, costs for procuring abstracts, fees paid to outside attorneys for tide examinations (including 

preliminary, supplemental, shut-in royalty opinions, division order title opinions), and curative work shall he chargeable to the extent 

permitted as a direct charge in the Agreement.

10. TAXES AND PERMITS

All taxes and permitting fees of every kind and nature, assessed or levied upon nr in connection with the Joint Propeny. or the production 

therefrom, and which have been paid by the Operator for the benefit of the Parties, including penalties and interest, except to the extent tire 

penalties and interest result from the Operator's grots negligence or willful misconduct.

If ad valorem taxes paid by the Operator ore based in whole or in port upon separate valuations of each Party's working interest, 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.

COPYRIGHT O 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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Costs of tax consultants or advisors, the Operator’s employees, or Operator's Affiliate employees in mauers regarding ad valorem or other 

tax matters, ore not permitted as direct charges unless approved by the Ponies pursuant to Section I.6.A (General Mauers).
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Charges to the Joint Account resulting from sotcsAisc tax audits, including extrapolated amounts and penalties and interest, arc permitted, 

provided the Non-Operator shall be allowed to review the invoices and other underlying source documents which served as the basis for 

tax charges and to determine that the correct amount of taxes were charged to the Joint Account If the Non-Operator is not permitted to 

review such documentation, the salcs/usc tax amount shall not be directly charged unless the Operator can conclusively document the 

amount owed by the Joint Account.

11. INSURANCE

Net premiums paid for insurance required to be carried for Joint Operations for the protection of the Parties. If Joint Operations are 

conducted at locations where the Operator acts as self insurer in regard io its worker's compensotion and employer's liability insurance 

obligation, the Operator shall charge the Joint Aecount manual rates for the risk assumed in its self-insurance program as regulated by the 

jurisdiction governing the Joint Property. In the ease of offshore operations in federal waters, the manual rates of the adjacent state shall be 

used for personnel performing work On-site, and such rates shall be adjusted for offshore operations by the U.S. Longshoreman and 

Harbor Workers (USL&lt) or Jones Act surcharge, os appropriate.

12. COMMUNICATIONS

Costs of acquiring, leasing, installing, operating, repairing, and maintaining communication facilities or systems, including satellite, radio 

and microwave facilities, between the Joint Property and the Operator's offices) directly responsible for field operations in accordance 

with the provisions of COPAS MFI-44 (“Field Computer and Communication Systems"). If the communications facilities or systems 

serving the Joint Property are Operator-owned, charges to the Joint Account shall be mode as provided in Section 11.6 (Equipment ami 

Facilities Furnished by Operator). If the communication facilities or systems serving the Joint Properly are owned by the Operator's 

Affiliate, 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 update the rate and the supporting 

documentation.

13. ECOl.OGICAU KNVIRONMENTAU AND SAFETV

Costs inclined for Technical Sen-ices and drafting to comply with ecological, environmental and safety Inws or standards recommended by 

Occupational Safety and Health Administration (OSIIA) or other regulatory* authorities. All other labor and functions inclined for 

ecological, environmental and safety matters, including management, administration, and permitting, shall be covered by Sections 11.2 

(Labor), 11.5 (Servicesh or Section III (Overhead), as applicable.

Costs to provide or have available pollution containment and removal equipment plus actual costs of control and cleanup and resulting 

responsibilities of oil and other spills as well os discharges from permitted outfalls os required by applicable Lows, or other pollution 

containment and removal equipment deemed appropriate by the Operator for prudent operations, ore directly chargeable.

14. ABANDONMENT AND RECLAMATION

Costs incurred for abandonment and reclamation of the Joint Property, including costs required by lease agreements or by Laws.

43

46

47
48

49

30

31

15. OTHER EXPENDITURES

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II (Direct Charges), or in Section III 

(Overhead) and which is of direct benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the 

Joint Opemtions. Charges made under this Section II. 15 shall require approval of the Parties, pursuant to Section 1.6. A (General Mailers)

III. OVERHEAD
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As compensation for costs not specifically identified as chargeable to the Joint Account pursuant to Section II (Direct Charges), the Operator 

shall charge the Joint Account in accordance with this Section III.

Functions included in the overhead rates regardless of whether performed by the Operator. Operator’s Affiliates or third parties and regardless 

of location, shall include, but not be limited to, costs and expenses of:

• warehousing, oilier than for warehouses that arc jointly owned under (his Agreement

• design and drafting (except when allowed as a direct charge under Sections 11.13, HM.A(ii). and IN.2, Option U)

• inventory costs not chargeable under Section V (/memories of Controllable Material)

• procurement

• odministrotion

• accounting and auditing

• gas dispatching and gas chart integration

COPYRIGHT O 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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• human resources '

• management
• supervision not directly charged under .Section 11,2 (Labor)

• legal services not directly chargeable under Section 11.9 (Legal Exftcnse)

• taxation, other than those costs identified us directly chargeable under Section II. 10 < Taxes and Permits)

• preparation and monitoring or permits and certifications; preparing regulatory reports; appearances before or meetings with 

governmental agencies or other authorities having jurisdiction over tlie Joint Property, other than On-silc inspections; reviewing, 

interpreting, or submitting comments on or lobbying with respect to lows or proposed lows.

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses of personnel performing 

overhead functions, os well as office and other related expenses of overhead functions

I. OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but not chargeable under Section II (Direct Charges) and not covered by other provisions of this 

Section Ml. the Operator shall charge on either:

El (Alternative I) Fixed Rate Basis, Section III.I.B.

□ (Alternative 2) Percentage Dosis. Section 111. I.C.

A. TECHNICAL SERVICES

(i) Except as otherwise provided in Section II 13 (Ecological Emironmeiual, and Safety) and Section III.2 (Overhead - Major 

Construction and Catastrophe), or by approval of the Panics pursuant to Section I.6.A (General Matters), the salaries, wages, 

related payroll burdens and benefits, and Personal Expenses for On-iite Technical Services, including third party Technical 

Services:

28

29

30

31

32

33

34 

33

36

37

38

39

40

41

42

43

44 

43

46

47

48

49

50 

31 

52 

33 

54 

33 

56 

37

58

59

60 

61 

62

63

64

65

66

Ei (Alternative I - Direel) shall be charged dirrel to the Joint Account.

D (Alternative 2 - Overhead) shall be covered by the overhead rates.

(ii) Except as otherwise provided in Section 11.13 (Ecological, Environmental, and Safety) and Section 111.2 (Overhead - Major 

Construction and Catastrophe). or by approval of the Ponies pursuant to Section I.6.A (General Matters), the salaries, wages, 

related payroll burdens and benefits, and Personal Expenses for OIT-sIte Technical Services, including third party Technical 

Services:

□ (Allemotive 1 - All Overhead) shall be covered by the overhead roles.

E) (Alternative 2 - AD 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 

arc directly attributable to drilling, redrilling, deepening, or sidetracking operations, through completion, temporary' 

abandonment, or abandonment if a dry hole. OfT*site Technical Services for all other operations, including workover, 

recomplction, abandonment of producing utils, and the construction or expansion of fixed assets not covered by Section 

111.2 (Overhead • Major Construction and Catastrophe) shall be covered by the overhead roles.

Notwithstanding anything to the contrary in (his Section 111, Technical Services provided by Operator's Affiliates are subject to limitations 

set forth in Section 11.7 (Affiliates). Charges for Technical personnel performing non-lcchnical work shall not be governed by this Section

III. I .A. but instead governed by other provisions of this Accounting Procedure relating to the type of work being performed.

D. OVERHEAD-FIXED RATE OASIS

(1) The Operator shall charge the Joint Account at the following rates per well per month:

Drilling Well Rate per month £ 7.000.00 ______(prorated for less than a full month)

Producing Well Rate per month £ . 700.00

(2) Application ofOvcrhead—Drilling Well Hate shpfl be as follows;

(a) Charges for onshore drilling wells shall begin on the spud date and terminate on the date the drilling and/or completion 

equipment used on the util is released, whichever occurs later. Charges for offshore and inland waters drilling wells shall 

begin on the dote the drilling or completion equipment arrives on location and terminate on the date the drilling or completion 

equipment moves off location, m is released, whichever occurs first. No charge shall be made during suspension of drilling 

and/or completion operations for fifteen (15) or more consecutive calendar days.

COPYRIGHT 0 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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(b) Charges for any well undergoing any type of wnikover, rccompldion, and/or abandonment for a period of five (5) or more 

consecutive work-days shall be made at the Drilling Well Rale. Such charges shall be applied for the period from date 

operations, with rig or other units used in operations, commence through date of rig or other unit release, except that no charges 

shall be mode during suspension of operations for fifteen (15) or more consecutive calendar days.

(3) Application of Overhead—Ihoducing Well Rate shall be as follows:

(a) An active well that is produced, injected into for recovery or disposal, or used to obtain water supply to support operations for 

an>' portion of the month shall be considered as a onc-urll charge for the entire month.

(b) Each active completion in o mulli-complctcd well shall be considered us a one-well charge provided each completion is 

considered a separate well by the governing regulatory authority.

(c) A one-well charge shall be made for the month in which plugging ond abandonment operations ore completed on any well, 

unless (he Drilling Well Rate applies, as provided in Sections III.I.B.(2Xd) or (b). This one-well charge shall tw made whether 

or not the well has produced.

(d) An active gas well shut in because of overproduction or failure of a purchaser, processor, or transporter to take production shall 

be considered os a one-well charge provided the gas well is directly connected to a permanent sales outlet.

(e) Any well not meeting the criteria set forth in Sections III.I.R.(3) (a), (b), (c), or (d) shall not qualify for a producing overhead 

charge.
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(4) The well rotes shall be adjusted on the first day of April each year following the effective date of the Agreement; provided, 

however, if this Accounting Procedure is attached to or otherwise governing the payout accounting under a farm out agreement, the 

rates shall be adjusted on the first day of April each year following the effective date of such farmout agreement. The adjustment 

shall be computed by applying the adjustment factor most recently published by COPAS. The adjusted rotes shall be the initial or 

amended rates agreed to by the Ponies increased or decreased by the adjustment factor described herein, for each year from he 

effective date of such rates, in accordance with COPAS MI:M7 (“Adjustment of Overhead Rates’*).
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(o)—Pcvdoproent-Rai
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(Gv*rlttt<Kf*Mqjor4?otntFHClioni}Mt€ates{po}>he+-

OVERHEAD—MAJOR CONSTRUCT ION AND CATASTROPHE

To compensate the Operator for overhead costs incurred in connection with a Major Construction project or Catastrophe, the Operator 

shall either negotiate o rate prior to the beginning of the project, or shall charge (he Joint Account for overhead based on the following 

rates for any Major Construction project in excess of the Operator’s expenditure limit under the Agreement, or for any Catastrophe 

regardless of the amount. If the Agreement to which this Accounting Procedure is attached does 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 assets, and arty other project dearly 

discernible as a fixed asset required for the development and operation of the Joint Property, or in the dismantlement, abandonment, 

removal, and restoration of platforms, production equipment, and other operating facilities.

Catastrophe is defined as a sudden calamitous event bringing damage, loss, or destruction to property or the environment, such as on oil 

spill, blowout, explosion, fire, storm, hurricane, or other disaster. The overhead rate shall be applied to those costs necessary' to restore the 

Joint Property to lire equivalent condition that existed prior to the event.

A. If the Operator absorbs the engineering, design and drafting costs related to the project:

(0 5 % of total costs if such costs arc less than $100,000; plus

(2) 3 % of total costs in excess of SIOOjOOO but less than $1,000,000: plus

(3) ___2 % of total costs in excess of $1,000,000.

B. If the Operator charges engineering, design and drafting costs related to lire project directly to the Joint Account:

(1) 5 % of total costs if such costs are less than $100,000; plus

(2) 3 % of total costs in excess of $100,000 but less than $1,000,000; plus

(3) 2 % of total costs in excess of $ 1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single Mijor 

Construction project shall not be treated separately, and the cost of drilling and workover wells and purchasing and installing pumping 

units and downhole artificial lift equipment shall be excluded. For Catastrophes, the rates shall be applied to all costs associated with each 

single occurrence or event,

On each project, (he Operator shall advise the Non*Opcratorfs) in advance which of the above options shall apply.

For the purposes of calculaling Catastrophe Overhead, the cost of drilling relief wells, substitute wells, or conducting other well operations 

directly resulting from the catastrophic event shall be included, Expenditures to which these rates apply shall not be reduced by salvage or 

insurance recoveries. Expenditures that qualify for Major Construction or Catastrophe Overhead shall not qualify for overhead under any 

other overhead provisions.

In the event of any conflict between the provisions of this Section 111.2 and the provisions of Sections 11.2 (Labor), 11.5 (Services). or II.7 

(Affiliates), the provisions of this Section 111.2 shall govern.

3. AMENDMENT OF OVERHEAD RATES

The overhead rates provided for in this Section HI may be amended from time to lime if. in practice, the rates ore found to be insufficient 

or excessive, in accordance with the provisions of Section I.6.B (Amendments).

IV. MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS

The Operator is responsible for Joint Account Material and shall 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 Joint Operations; however. Materia! may be supplied by ihe Non- 

Operators. at the Operator’s option. Material furnished by any Pany shall be ftiroished without any express or implied warranties os to quality, 

fitness for use, or any other matter.

I. DIRECT PURCHASES

Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction of all discounts received. The 

Operator shall make good faith efforts to lake discounts offered by suppliers, but shall not be liable for failure to take discounts except to 

the extent such failure was the result of the Operator’s gross negligence or willful misconduct. A direct purchase shall be deemed to occur 

when an agreement is made between an Operator and a third party for the acquisition of Material for o specific well site or location. 

Material provided by the Operator under "vendor stocking programs," where the initial use is for a Joint Property and title of the Material 

does not pass from the manufacturer, distributor, or ogert until usage, is considered o direct purchase. If Material is found to be defective 

or is returned to the manufacturer, 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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TRANSFERS

A transfer is determined to occur when the Operator (i) furnishes Material from o storage facility or from another operated property, (ii) has 

assumed liability for the storage costs and changes in value, and (iii) has previously secured and held title to the transferred Material. 

Similarly, (he removal of Material from the Joint l>ropcny to o storage facility or to another operated property is also considered a transfer: 

provided, however. Material that is moved from the Joint Property to a storage location for safekeeping pending disposition may remain 

charged to the Joint Account and is not considered o transfer. Material shall be disposed of in accordance with Section IV.3 (Disposition of 

Surplus) and the Agreement to which this Accounting Procedure is attached.

A PRICING

The value of Materia) transferred ta/from the Joint Property should generally retied the market value on the date of physical transfer. 

Regardless of the pricing method used, the Operator shall moke ovoilablc to the Non-Operators sufficient documentation to verify the 

Material valuation. When higher than specification grade or size tubulars arc used in Ute conduct of Joint Operations, the Operator 

shall charge (he Joint Account at the equivalent price for wtll design specification tubulars, unless such higher specification grade or 

sized tubulars arc approved by the Panics pursuant to Section I.6.A (General Matters), Transfers of new Material will be priced 

using one of the following pricing methods; provided, however, (he Operator shall use consistent pricing methods, and not alternate 

between methods for the purpose of choosing the method most favorable (o the Operator for a specific transfer

(I) Using published prices in effect on date of movement as adjusted by the appropriate COPAS Historical Price Multiplier (HPM) 

or prices provided by the COPAS Computerized Equipment Pricing System (CUPS).
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(a) For oil country tubulars and line pipe, the published price shall be based upon eastern mill catload base prices (Houston. 

Texas, for special end) adjusted as of dale of movement, plus transportation cost as defined in Section IV.2.H (Freight).

(b) For other Material, the published price shall be the published list price in elTect at date of movement, as listed by a Suppl y 

Store nearest the Joint Property where like Material is normally ovailablc. or point of manufacture plus transportation 

costs as defined in Section IV.2.H (Freight)

(2) Based on a price quotation from a vendor that reflects a current realistic acquisition cost.

(3) Based on the amount paid by the Operator for like Material in the vicinity of the Joint Property within the previous twelve (12) 

months from the date of physical transfer.

(4) As agreed to by the Participating Parties for Material being transferred to the Joint Property, and by the Panics owning the 

Material for Material being transferred from the Joint I’rnpcny.

B. FREIGHT

Transportation costs shall be added to the Material transfer price using the method prescribed by the COPAS Computerized

Equipment Pricing System (CEI*S). If not using CEPS, transportation costs shall be calculated as follows:

(1) Transportation costs for oil country tubulars and line pipe shall be calculated using the distance from eastern mill to the 

Railway Receiving Point hased on the carload weight basis os recommended by the COPAS MFI-38 (“Material Pricing 

Manual**) and other COPAS MFls in cffeci at the lime of the transfer.

(2) Transportation costs for special mill items shall be calculated from that mill's shipping point to the Railway Receiving Point 

For transportation costs from other than eastern mills, the 30.000-pound interstate truck rate shall be used. Transportation costs 

for macaroni tubing shall be calculated hased on the interstate truck mlc per weight of tubing transferred to the Railway 

Receiving Point.

(3) Transportation costs for special end tubular goods shall he calculated using the interstate truck rate from Houston. Texas, to the 

Railway Receiving Point.

(4) Transportation costs for Material other than that described in Sections IV.2.B.(I) through (3). shall be calculated from the 

Supply Store or point of manufacture, 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

to the Joint Property ore in addition to the foregoing, and may be charged to the Joint Account based on actual costs incurred. All

transportation costs arc subject to Equalized Freight as provided in Section 11.4 (Transportation) of this Accounting Procedure.

C. TAXES

Sales and use taxes shall be added to the Malerial transfer price using cither the method contained in the COPAS Computerized 

Equipment Pricing System (CEPS) or the applicable tax rate in cflfcct for the Joint Property nt the time and place of transfer. In either 

ease, 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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D. CONDITION

(1) Condition “A" - New and unused Material in sound and serviceable condition shall lx charged at one hundred percent (100%) 

of the price as determined in Sections IV.2.A (Pricing), IV.2.B (Freight), ond IV.2.C (Taxes) Material transferred from the 

Joint Property that was not placed in service shall be credited as charged without gain or loss; provided, however, any unused 

Material that was charged to the Joint Account through a direct purchase will be credited to the Joint 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 originally charged to the Joint Account provided such price is approved by the Panics 

owning such Material, pursuant to Section I.6.A (General Matters). All refurbishing costs required or necessary to mum the 

Material to original condition or to correct liandling. transportation, or other damages will be borne by the divesting propeny. 

The Joint Account is responsible for Material preparation, handling, and transportation costs for new and unused Material 

charged to the Joint Property' either through a direct purchase or transfer. Any preparation costs incurred, including any internal 

or external coating and wrapping, will be credited on new Material provided these services were not repeated for such Material 

for tlx receiving property.

(2) Condition MBM - Used Material in sound and serviceable condition and suitable for reuse without reconditioning shall be priced 

by multiplying the price determined in Sections IV.2.A (Pricing), IV.2.B (Freight), and IV.2.C (Tares) by seventy-five percent 

(75%).

Except as provided in Section |V.2.D(3). all reconditioning com required to return the Material to Condition “B" or to correct 

handling, transportation or other damages will be borne by the divesting property.

If the Material was originally charged to the Joint Account as used Material and placed in service for the Joint Property’, the 

Material will be credited at the price determined in Sections IV.2.A (Pricing). (V.2.II (Freight), and IV.2.C (7arcj) multiplied 

by sixty-five percent (65%).
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Unless otherwise agreed to by the Parties that paid for such Material, used Material transferred from the Joint Property* that was 

not placed in service on the property shall be credited as charged without gain or loss.

(3) Condition “C~ - Material that is not in sound and serviceable condition and not suitable for its original function until after 

reconditioning shall be priced by multiplying the price determined in Sections IV.2.A (Pricing), IV.2.B (Freight), and IV.2.C 

(7Vufj) by fifty percent (50%).

The cost of reconditioning may be charged to the receiving property to the extent Condition “C value, plus cost of 

reconditioning, docs not exceed Condition **BM value.

(4) Condition “D" - Material that (i) is no longer suitable for its original purpose but useable for some other purpose, (ii) is 

obsolete, or (iii) docs not meet original specifications but still has value and con be used in other applications os a substitute for 

items with different specifications, is considered Condition "D" Material. Casing, tubing, or drill pipe used as line pipe shall be 

priced as Grade A and B seamless line pipe of comparable size and weight. Used casing, tubing, or drill pipe utilized as line 

pipe shall be priced at used line pipe prices. Cosing, tubing, or drill pipe used os higher pressure service lines than standard line 

pipe. e.g.. power oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods 

shall he 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 isc of the Material, or as agreed to by the Parlies pursuant to Section I 6.A (General 

Matters).

(5) Condition “E" - Junk shall he priced at prevailing scrap value prices.

E. OTHER PRICING PROVISIONS

(1) Preparation Costs

Subject to Section II (Direct Charges) and Section III (Overhead) of this Accounting Procedure, costs incurred by the Operator 

in making Material serviceable including inspection, third party surveillance services, and other similar services will be charged 

to the Joint Account ot prices which reflect the Operator's actual costs of the services. Documentation must be provided to tlx 

Non-Operators upon request to support (he cost of service. New coating and/or wrapping shall be considered a component of 

the Materials and priced in accordance with Sections IV.I (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 mode in accordance will) 

COPAS MFI-38 ("Material Pricing Manual").

(2) Ixiading and Unloading Costs

Loading and unloading costs related to the movement of the Material to the Joint Property shall be charged in accordance with 

^ the methods specified in COPAS MFI-38 (“Material Pricing Manual").

63

66

COPYRIGHTC 2005 by* Council of Petroleum Accountants Societies. Inc. (COPAS)
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COPAS 2005 Accounting Procedure
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DISPOSITION OP 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 interest of the Non-Operators in surplus Materia)

Dispositions for (he purpose of this procedure ore considered to be the relinquishment of title of the Material from the Joint Property to 

either o third party, o Non-Operator, or to the Operator. To avoid the accumulation of surplus Material, the Operator should make good 

faith efforts to dispose of surplus within twelve (12) months through buy/sale ogreements, 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 to which this Accounting Procedure is 

attached. If the Agreement contains no provisions governing disposal of surplus Material, the following terms shall apply:

• The Operator may, through a sole to on unrelated third pany or entity, dispose of surplus Material having o gross sale value that 

is less than or equal to the Operator's expenditure limit as set forth in the Agreement to which this Accounting Procedure is 

attached without the prior approval of the Parties owning such Material.

• if the gross sale value exceeds the Agreement expenditure limit, the disposal must be agreed to by the Panics owning such 

Material.

Operator may purchase surplus Condition “A" or “B" Material without approval of the Panics owning such Material, based on 

the pricing methods set fonh in Section IV.2 (Transfers)

Operator may purchase Condition ~C" Material without prior approval of the Panics owning such Material if the value of the 

Materials, based on the pricing methods set fonh in Section IV.2 (Trantfers). is less titan or equal to the Operator's expenditure 

limitation set fonh in the Agreement. The Operator shall provide documentation supporting the classification of the Material as 

Condition C.
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• Operator may dispose of Condition “D" or MF." Material under procedures normally utilized by Operator without prior approval 

of the Parties owning such Material

4. SPECIAL PRICING PROVISIONS

A, PREMIUM PRICING

Whenever Material is available only at inflated prices due to national emergencies, strikes, government imposed foreign trade 

restrictions, or 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, nuking it suitable for use, and 

moving it to the Joint Property. Material transferred or disposed of during premium pricing situations shall be valued in accordance 

with Section IV.2 (Transfers) or Section IV.3 (Disposition of Surplus), as applicable.

B SHOP-MADE ITEMS

Uems fabricated by the Operator's employees, or by contract laborers under the direction of the Operator, shall be priced using the 

value of the Material used to construct the item plus the cost of labor to fabricate the item. If the Material is from the Operator's 

scrap or junk account, the Material shall be priced at either twenty-five percent (25%) of the current price as determined in Section 

IV.2.A (Pricing) or scrap value, whichever is higher. In no event shall the amount charged exceed the value of the item 

commensurate with its use.

C. MILL REJECTS

Mill rejects purchased os “limited service" ensing or tubing shall be priced at eighty percent (80%) of K-55/J-5S price as determined in 

Section 1V.2 (Transfers). Line pipe converted to casing or tubing with casing or tubing couplings attached shall be priced as K-55/J- 

55 casing or tubing at the nearest sire and weight.

V. INVENTORIES OF CONTROl.l.AULF. MATERIAL

The Operator shall maintain records of Controllable Material charged to the Joint Account, with sufTicicni detail to perform physical inventories.

Adjustments to the Joint Account by the Operator resulting from a physical inventory of Controllable Material shall be mode within twelve (12) 

months following the taking of the inventory or receipt of Non-Operator inventory report. Charges and credits lor overages or shortages will be 

valued for lire Joint Account in accordance with Section IV.2 (Transfers) and shall he based on the Condition **BM prices in effect on the dale of 

physical inventory unless lire inventorying Parties can provide sufficient evidence another Material condition applies.

COPYRIGHT O 2005 by Council ofPctrnleum Accountants Societies. Inc (COPAS)
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DIRECTED INVENTORIES

Physical inventories shall be performed by the Operator upon written request of o majority in working interests of the NonOpcrators 

(hereinafter, “directed inventory"): provided, however, the Operator shall not be required to perform directed inventories more frequently 

than once every five (5) years. Directed inventories shall be commenced within one hundred eighty (180) days after the Operator receives 

written notice that a majority in interest of the Non-Operators has requested the inventory. All Parties shall be governed by the results of 

any directed inventory.

Expenses of directed inventories will be borne by the Joint Account: provided, however, costs associated with any post-report follow-up 

work in settling the inventory will be absorbed by the Party incurring such costs. The Operator is expected to exercise judgment in keeping 

expenses within reasonable limits. Any anticipated disproportionate or extraordinary costs should be discussed and agreed upon prior to 

commencement of the inventory*. Expenses of directed inventories may include the following:

A. A per diem rate for each inventory person, representative of actual salaries, wages, and payroll burdens and benefits of the personnel 

performing the inventory or a rate agreed to by the Parties pursuant lo Section I.6.A (General Matters) The per diem rote shall also 

be applied to o reasonable number of days for pre-inventory work and report preparation.

U. Actual transportation costs and Personal Expenses for the inventory team.

C. Reasonable charges for report preparation and distribution lo the Non-Operators,

NON-DI RF.CTED INVENTOR IES

A. OPERATOR INVENTORIES 
24

Physical inventories that arc not requested by the Non-Operators may be performed by the Operator, at the Operator's discretion. The 

expenses of conducting such Operator-initiated inventories shall not be charged to the Joint Account.
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D. NON-OPERATOR INVENTORIES

Subject to the terms of the Agreement to which this Accounting Procedure is attached, (he Non-Operators may conduct a physical 

inventory at reasonable times q! 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) day’s of completing the inventory’ 

fieldwork.

C. SPECIAL INVENTORIES

The expense of conducting inventories other than those described in Sections V.l < Directed Inventories), V2.A (Operator 

Inventories), or V.2.B (S'on-Ofxmtar Inventories), shall be charged lo the Party requesting such inventory: provided, however, 

inventories required due to a change of Operator shall be charged to the Joint Account in the some manner as described in Section 

V.l (DirectedInventories).

COPYRIGHT O 2005 by Council of Petroleum Accountants Societies. Inc. (COPAS)
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Attached to and made a pan of Operating Agreement dated June 24,2014 by and between Cimarex Energy
Co, as Operator, and Marshall & Winston, Inc, as Non-operalorfs).

INSURANCE

At all times while operations are conducted hereunder. Ope rator shall comply with all federal and sate Workers’ 
Compensation Laws where the Operations are being conducted and Include Employer's Liability with limit of 
SI,000,000; provided, however, that Operator may qualify as a self-insurer for liability under appropriate state workers’ 
compensation laws in which event the only charge that shall be made to the joint account shall be an amount equivalent 
to the premium which would have been paid had such insurance been obtained. Operator shall, within reason, re quire all 
Contractors engaged in work on or for the contract area to comply with all state and federal workers’ compensation laws 
where the operations are being conducted and to maintain such other Insurance as Operator may require.

No other insurance shall be purchased, or carried, by the Operator for the benefit of the Parties hereto except as directed 
by the operating committee or as required by third party contract to the joint account Any liability, loss, damage, claim 
or expense resulting from occurrences not coveted by or in excess of insurance required under this provision shall be 
borne by parties hereto in the same proportion as their interests may appear at the time of the loss.

Each party may procure and maintain, at its own cost and expense such public liability, third party property damage, fire 
and extended coverage and/or other insurance as it shall determine, and any such Insurance so procured and/or 
maintained shall inure solely to the benefit of the parly procuring such insurance and such party shall Indemnify and hold 
harmless Operator and other parties to this agreement harmless against any claim of such insurance carrier arising 
against such other party by subrogation, or otherwise, in connection with operations hereunder.

It shall be the sole responsibility of each party hereto to provide its own well control insurance, Including underground 
blow out, seepage, and pollution, that Operator shall not provide same for the benefit of the Joint account unless prior 
arrangements to do so have been made, in writh%. by the parties hereto.

In the event arty party hereto declines any of the applicable covcragefs) herein above provided, then, in such event, 
nothing concerning the above declined coveragefs) will be charged toward the Joint Accou ra.

Each party hereto to be insured hereunder shall provide copies of certificates evidencing the above insurance 
coveragefs) upon request of any other party. In the event any party hereto elects to self-insure, then in such evert, it 
must obtain a Certificate of Financial Responsibility from the applicable Federal and/or State Agencies, provide an 
acceptable letter of self-insurance or otherwise furnish appropriate acceptable evidence of same relating to said 
guidelines to the other parties hereto.



EXHIBIT "E"

CAS BALANCING AGREEMENT

Attached to and made a part or that certain Operating Agreement dated June 24, 2014, by and between
Cimarex Energy Co., as Operator, and Marshall & Winston, Inc., os Non-Operatoi(s).

1. The parties to the Operating Agreement referred to above own working Interests in the gas rights 
underlying the lands and leases covered by such agreement (‘Contract Area*) in accordance with the percentages of 
participation (‘Working Interest*) set forth therein.

2. Each party has the right to take, market, or otherwise dispose of Its Working Interest share of gas 
produced from the Contract Area. Each party's Working Interest share shall be calculated on the volumes taken In 
MCPs by each party or its purchasers). In the event any party at any time does not take in kind or market its 
Working Interest share of gas from a well, or has contracted to sell its Working Interest share of gas to a purchaser 
which fails to take all of such gas, the other parties shall be entitled, in proportion to their Working Interest, to 
produce, take and deliver each month up to one hundred percent (100%) of the anticipated allowable gas production 
to be assigned to such well by the governmental entity having jurisdiction (if applicable). The purpose of dlls 
provision is to permit any party not taking or marketing all of its Working Interest share of current gas production to 
defer its production and permit the other parties to pass clear title to quantities of gas in excess of their Working 
Interest

3. Each patty which fails to take or market its full Working Interest share of gas from any well at any 
time shall be credited with gas in an imbalance account for such well equal to that volume of gas taken or marketed 
by the other parties hereto in excess of their Working Interest share.

4. Each party shall endeavor to take or market its full Working Interest share of gas production from 
such well. Further, each party shall give Operator reasonable notice and sufficient (fata either to nominate such 
party's Working Interest share of gas to the transporting pipelined) or, if Operator is not nominating such party's 
gas, to inform Operator of the manner in which to dispatch such party's gas. Except as and to the extent caused by 
Operator’s gross negligence or wfllfol misconduct, Operator shall not be responsible for any fees and/or penalties 
associated with imbalances charged by any pipeline to any Non-Operator.

3. To allow for the recovery ofgas from an imbalance account and to balance the gas account of the 
parties, a party which has taken less than its foil Working Interest share of gas at any time (‘negative balance*), shall 
be entitled to produce, take and deliver each month upon reasonable notice to the Operator and to the other affected 
parties, its Working Interest share of the anticipated allowable gas production to be assigned to such well by the 
governmental entity having jurisdiction (if applicable) plus an amount up to an additional fifty percent (30%) 
("Make-up Gas*) of the Working Interest share of each party which has taken more than its foil share of gas at such 
time (‘positive balance*). However, a party with a negative balance shall never be allowed to take mote than Its 
Working Interest share of such allowable gas (if applicable) during the months of November, December, January 
and February (The Winter Period"), unless the underproduced party has taken at least ninety percent (90%) of the 
make-up gas to which It was entitled during the six (6) consecutive months immediately prior to the Winter Period. 
If more than one party has a negative balance and elects to take Make-up Gas, they shall divide the Make-up Gas to 
be taken from any party with a positive balance in proportion to the respective working interest participation of each 
such party with a negative balance in such well.

6. This Agreement shall apply separately to cash well, proration unit, conservation unit, and to each 
producing formation within such well, proration unit or conservation unit (unless such formations are accounted for 
all purposes as commingled production), and os to Instances where any price controls apply to Make-up Gas, to each 
regulated price category; all uncontrolled gas is in a single price category for this purpose. The term ‘well* is used 
throughout the other paragraphs of this Agreement for convenience only and shall be deemed to include the other 
delineations herein set forth to the extern re levant. Imbalances In one well, proration unit, conservation unit, 
producing formation or category shall not be used for balancing any other well, proration unit, conservation unit, 
producing formation or category, as the ease may be.

7. If, at the permanent termination of production ofgas from a well, an imbalance exists between the 
parties, statements or invoices for a monetary settlement of the imbalance between any of the parties relative to such 
well shall be issued within ninety (90) days. Operator shall promptly provide all parties with a final cumulative 
balance for each party upon receipt of all relevant data from all other parties after permanent termination of 
production from each well. For the purposes hereof, the value per unit in calculating a monetary settlement shall be 
defined as the weighted average of the actual values received by a party with a positive balance on ail of its gas sales 
under an arms-lengjh contract in excess of its Working Interest share (‘Extra Gas*), beginning when such party was 
last in balance. If such party did not sell all or part of such Extra Gas under an arms-length contract, such Extra Gas 
not sold will be valued in the same manner used fbr production and severance taxes when produced. The amount of 
the monetary settlement due each party with a negative balance for any well shall be determined by: (a) multiplying 
the value per unit (as defined above) received by each party with a positive balance for each well by the volume of 
gas (same unit basis) such party has produced; (b) subtracting production and severance taxes (and royalties if paid 
on a gas taken rather than on a working interest basis) paid on such Extra Gas; (c) totaling the figures computed in
(a) and (b) for all parties with a positive balance; and (d) allocating to each party with a negative balance Its pro rata 
share of the total reached In (c) above on the basis of the ratio of each party's negative balance volume to the total 
negative balance volumes for ail parties. Each party with a positive balance shall provide a settlement schedule to 
each party with a negative balance detailing how its settlement amount was calculated. That portion of the proceeds 
by each party with a positive balance which is or may be subject to reflmd or other dispute by orders) of the FERC, 
the Minerals Management Service, the courts or other authorities may be withheld by such party until such prices 
or disputes are fully resolved, unless the relevant parties with a negative balance fotnlsh satisfactory undertakings 
agreeing to bold the relevant parties with a positive balance harmless from any financial loss due to the orders or 
disputes. Settlement as provided herein shall also be made by any party with a positive balance prior to any sale, 
assignment or other disposition of all or any pan of its Interest in any well In which such party has a positive 
balance. If the provisions of this Agreement are breached by the transferring party, any patty receiving any part of



the transferred interest shall be jointly and severally liable for its pro rata share of such positive balance upon the 
demand of any party with a negative balance.

8. Balancing payments Bom parties with a positive balance to parties with a negative balance under 
this Agreement shall be paid not later than sixty (60) days (I) after the amount of the monetary settlement due such 
party has been determined and a statement or invoice issued, or (2) after the date when the period for calculation of 
amounts due has passed, whichever is the earlier, pursuant to the provisions of Paragraph 7 above. No interest shall 
accrue or be due among the patties as to the period prior to this payment date. Interest on late payments (Including 
payments rightfully made on a late basis because amounts are subject to potential refund or other dispute as stated 
in Paragraph 7 above or which are delayed because computations are not timely completed) shall accrue at the prime 
rate in effect at Chemical Banking Corp., New York, New York, at noon on the first day of the month in which the 
payment due date occurs plus two percent (2%) or the maximum contract rate permitted by applicable law, 
whichever is less. Attorneys' fees, court costs and other reasonable costs of collection of amounts owning due to 
breach of this Agreement shall also be payable to the affected parities).

9. Each party taking gas Bom a well shall promptly furnish or cause to be flimished to Operator a 
monthly statement of gas taken. Operator shall regularly fbrnish to each party a statement of the gas balance among 
the patties, including the total quantity of gas produced Bom each well, the portion thereof used In operations, 
vented or lost, and the total quantity delivered for each party's account. Each party shall retain records of volumes 
of gas taken or marketed Bom each well and revenues or values accruing thereto for the fUll term of the Operating 
Agreement and two (2) years thereafter. Any patty with either a positive or negative balance shall have the right 
during the two (2) years following each statement/invoice due date under Paragraph 7 above to audit the records of 
the other parties with positive or negative balances as to volumes, revenues, values and other relevant information 
concerning such well. No party will use any of the information obtained pursuant to the provisions of this paragraph 
for any other purpose than Implementing the terms of this Agreement and enforcing rights thereunder.

10. In addition to any rights granted in the Operating Agreement, if any well produces casinghead gas 
and any party is not selling all of its Working Interest share. Operator shall have the right but not the obligation to 
sell the non-selling party's share of casinghead gas for the account of such party.

11. Each party hereto shall share in and own the condensate recovered Bom each well by primary 
separation at the lease in accordance with its Working Interest In such well as provided in the Operating Agreement.

12. Gas used in lease operations, vented or lost stall not be considered taken by any party for 
purposes of the balancing hereunder. Nothing herein shall change or affect each party's obligation to pay its 
Working Interest share of all costs and liabilities incurred in accordance with such party's Working Interest.

13. At all times while gas is produced Bom the Contract Area, unless otherwise required by any laws, 
rules or regulations, each party shall make appropriate settlement of all royalties, overriding royalties and other 
payments out of or in lieu of production for which it is responsible ("royalty payments") as if each patty were taking 
or delivering to a purchaser its Working Interest share and its Working Interest share only, of such gas production. 
Each party hereto agrees to defend, indemnify and hold each other party hereto harmless from all claims for royalty 
payments asserted by third patties to whom any party hereto is accountabi e.

14. Each party taking or marketing gas hereunder shall pay. or cause to be paid, all production and 
severance taxes due on all volumes of gas actually taken or marketed by such party, unless otherwise required by 
any laws, rules or regulations.

13. Nothing contained herein shall be construed to deny any party the right. Bom time to time, to 
produce and take or deliver to its purchaser the attire well stream. If necessary, to meet such ddivcrability tests as 
may be reasonably required by its gas sales contract.

16. The parties stall communicate, as necessary, the contents of this Agreement to any of their 
respective gas purchasers or transporters and monitor their respective deliveries so as to ensure to the extent 
reasonably practicable that such third patties do not take gas in excess of the quantities provided herein.

17. This Agreement shall remain in force and effect as long as the Operating Agreement is in effect 
and thereafter until the gas balance accounts of the parties are settled in full or the audit period provided in 
Paragraph 9 has expired, whichever shall be longer. The obligations of the parties stall survive the temtination of 
this Agreement
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EXHIBIT "F"

The word ’Contractor* as used herein refers to Second Party/Operator in the Apccmcnt to which this Exhibit is attached.

SECTION I
EQUAL EMPLOYMENT OPPORTUNITY CLAUSE

Attached to and made a part of that certain Joint Operating Agreement dated June 24,2014, by and between
Cimaiex Energy Co, as Operator, and Marshall & Winston, Inc, as Non-Operator(s).

The following clause shall be included in all contracts exceeding SI0,000.

(a) The Contractor will not discriminate against any employee or applicant for employment because of 
race, color, religion, sex, or national origin. The Contractor will lake affirmative action to ensure that applicants are 
employed, ami that employees are treated during employment, without regard to their race, color, religion, sex, or 
national origin. Such action shall include, but not be limited to the following employment, upgrading, demotion, or 
transfer, recruitment or recruitment advertising, layoff or termination; rates of pay or other forms of compensation; and 
selection for training, including apprenticeship. The Contractor agrees to post in conspicuous places, available to 
employees and applicants for employment notices to be provided by the Contracting officer setting forth the provisions of 
this nondiscrimination clause.

(b) The Contractor will, in all solicitations or advertisements for employees placed fay or on behalf of the 
Contractor, state that all qualified applicants will receive consideration for employment without regard to race, color, 
religion, sex or national origin.

(c) The Contractor will send to each labor union or representative ofworkers with which h has a collective 
bargaining agreement or other contract or understanding, a notice to be provided by the agency contracting officer, 
advising the labor union or. workers' representative of the Contractor's commitments under Section 202 of Executive 
Order 11246 of September 24,1965, and shall post copies of the notice in conspicuous places available to employees and 
applicants for employment.

(d) The Contractor will comply with all provisions of Executive Order 11246 of September24,1963, and 
of the rules, regulations, and relevant orders of the Secretary of labor.

(e) The Contractor will furnish all information and reports required by Executive Order 11246 of 
September 24,1965, and by the rules, regulations, and orders of the Secretary of Labor, or pursuant thereto, and will 
permit access to books, records, and accounts by the contracting agency and the Secretary of Labor for purposes of 
investigation to ascertain compliance with such rules, regulations, and orders.

(f) In the event of the Contractor’s noncompliance with the nondiscrimination clauses of this contract or 
with any of such rules, regulations, or orders, this contract may be cancelled, terminated or suspended in whole or in part 
and the Contractor may be declared ineligible for farther government contracts in accordance with procedures authorized 
in Executive Order 11246 of September 24,1965, and such other sanctions may be imposed and remedies invoked as 
provided in Executive Order 11246 of September 24,1963, or by rule, regulation, or order of the Secretary of Labor, or 
as otherwise provided by law.

(g) The Contractor will include the provisions of Paragraphs (a) through (g) in every subcontract or 
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor Issued pursuant to Section 204 
of Executive Order 11246 of September 24,1965, so that such provisions will be binding upon each subcontractor or 
vendor. The Contractor will take such action with respect to any subcontract or purchase order as the contracting agency 
may direct as a means of enforcing such provisions including sanctions for noncompliance; provided however, that in the 
event the Contractor becomes involved in or is threatened with, litigation with a subcontractor or vendor as a result of 
such direction by the contracting agency, the Contractor may request the United States to enter into such litigation to 
protect the interests of the United States.

SECTION 2
EMPLOYMENT OP THE HANDICAPPED

(a) The Contractor will not discriminate against any employee or applicant for employment because of 
physical or mental handicap in regard to any position for which the employee or applic am for employment is qualified. 
The Contractor agrees to make affirmative action to employ, advance in employment and otherwise treat qualified 
handicapped individuals without discrimination based upon their physical or mental handicap in all employment practices 
such as the following; employment, upgrading, demotion or transfer, recruitment, advertising, layoffor termination, rates 
of pay or other forms of compensation, and selection for training, including apprenticeship.

(b) The Contractor agrees to comply with the rules, regulations, and relevant orders of the Secretary of 
Labor issued pursuant to the Act

(c) In the event of the Contractor's noncompliance with the requirements of this clause, actions for 
noncompliance may be taken in accordance with the rules, regulations, and relevant orders of the Secretary of Labor 
issued pursuant to the Act.

(d) The Contractor agrees to post in conspicuous places, available to employees and applicants for 
employment, notices in a form to be prescribed by the Director, provided by or through the contracting officer. Such

mm) -I-



(e) The Contractor will notify each labor union or representative of workers with which it has a collective
bargaining agreement or other contract understanding, that the Contractor is bound by the terms ofSection 5 03 of the 
Rehabilitation Act of1973, and is committed to take affirmative action to employ and advance in employment physically 
and mentally handicapped individuals.

(0 The Contractor will include the provisions of this clause in every subcontract or purchase order of 
S2J00 or more unless exempted by rules, regulations, or orders of the Secretary Issued pursuant to Section 503 of the 
Act, so that such provisions will be binding upon each subcontractor or vendor. The Contractor will take such action 
with respect to any subcontract or purchase order as the Director of the Office of Federal Contract Compliance Programs 
may direct to enforce such provisions, including action for noncompliance.

notices shall state the Contractor's obligation under the law to take affirmative action to employ and advance in
employment qualified handicapped employees and applicants Tor employment, and the rights of applicants and
employees.

SECTION 3
CERTIFICATION OF NONSEGREOATED FACILITIES

The following clause stall be included in all contracts and related subcontracts exceedingSIO.OOO which are not 
exempt from the Equal Opportunity Clause.

The Contractor certifies that it does not mnintain or provide for its employees any segregated facilities at any of 
its establishments, and that it does not permit Its employees to perform their services at any location, under hs control, 
where segregated facilities are maintained. The Contractor certifies Anther that it will not maintain or provide for its 
employees any segregated facilities at any of Its establishments, and that It will not permit its employees to perform their 
services at any location, undo its control, where segregated facilities are maintained. The Contractor ajpeesthatabreach 
of this certification is a violation of the Equal Opportunity Clause in this contract. As used in this certification, the term 
"Segregated Facilities" means any waiting room, work areas, rest rooms and wash rooms, restaurants and other eating 
areas, time clocks, locker rooms or other storage or dressing areas, parking lots, drinking fountains, recreation or 
entertainment areas, transportation, and housing facilities provided for employees which are segregated by explicit 
directive or are in feet segregated on the basis of race, color, religion, or national origin, because ofhabit, local custom, 
or otherwise. The Contractor agrees that (except where it has obtained identical certifications from proposed 
subcontractors for specific time periods) it will obtain identical certifications from proposed subcontractors prior to the 
award of subcontracts exceeding $10,000 which arc not exempt from the provisions of the Equal Opportunity Clause, and 
tint it will retain such certifications in its files.

NOTE: The penalty for making false statements in offers is prescribed In I8U.S.C. 1001.

The failure of a prime Contractor or subcontractor to comply with the terms of Its certification of nonsegegmed 
facilities or with the terms of Equal Opportunity Clause shall be a ground Air termination or cancellation of contracts or 
subcontracts as provided in '1-12.803-9.

SECTION 4
WRITTEN AFFIRMATIVE ACTION COMPLIANCE PROORAM

The Contractor certifies that if it has 30 or more employees and if It anticipates sales to us In connection with 
government contracts of $30,000 or more, it will develop a written Affirmative Action Compliance Program for each of 
hs establishments consistent with the rules and regulations published by the Department of Labor in 41CFR Chapter 60.

SECTIONS
AFFIRMATIVE ACTION PROORAMS FOR DISABLED VETERANS 

AND VETERANS OF VIETNAM ERA

The following clauses shall be included in all contracts exceeding $10,000.

(a) The Contractor will not discriminate against any employee or applicant for employment bee aise he or 
she is a disabled veteran or veteran ofthe Vietnam Era in regard to any position for which the employee or applicant for 
employment Is qualified. The Contractor agrees to take affirmative action to employ, advance in employment and 
otherwise treat qualified disabled veterans and veterans ofthe Vietnam Era without discrimination based on their 
disability or veterans status in all employment practices such as the following: employment upgrading, demotion or 
transfer, recruitment, advertising, layoff or termination, rates of pay or other fbrms of compensation, and selection for 
training, including apprenticeship.

(b) The Contractor agrees that all suitable employment openings ofthe Contractor which exist at the time 
ofthe execution of this contract and those which occur during the performance of this contract, including those not 
generated by this contract and including those occurring at an establishment ofthe Contractor other than the one wherein 
the contract is being performed but excluding those of Independently operated corporate affiliates, shall be listed at an
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appropriate local office of the State employment service system wherein the opening occurs. The Contractor further 
agrees to provide such reports to such local office regarding employment openings and hires as may be required.

State and local government agencies holding Federal contracts of SI0,000 or more shall also list all their 
suitable openings with the appropriate office of the State employment service, but are not required to provide those 
reports set forth in paragraphs (d) and (3).

(c) Listing of employment openings with the employment service system pursuant to this clause shall be 
made at least concurrently with the use ofany other recruitment source or effort and shall involve the normal obligations 
which attach to the placing of a bona fide job order. Including the acceptance of referrals of veterans and non -veterans. 
The listing of employment openings does not require the hiring ofany particular job applicant or from any particular 
group of job applicants, and nothing herein is intended to relieve the Contractor from any requirements in Executive 
Orders or regulations regarding nondiscrimination in employment.

(d) The reports required by paragraph (b) of this clause shall include, but not be limited to, periodic reports 
which shall be filed at least quarterly with the appropriate local office or, where the Contractor has more than one hiring 
location in a State, with the central office of that Slate employment serv ice. Such reports shall indicate for each hiring 
location (I) the number of individuals hired during the reporting period, (2) the number of nondbabled veterans of the 
Vietnam Era hired, (3) the number of disabled veterans of the Vietnam Era hired, and (4) the total number of disabled 
veterans hired. The reports should include coveted veterans hired for on-thejob training under 38 USC 1787. The 
Contractor shall submit a report within 30 days after the end of each reporting period wherein ary performance is made 
on the contract identifying data for each hiring location. The Contractor shall maintain a! each hiring location copies of 
the reports submitted until the expiration of one year after final payment under the contract, during which time these 
reports and related documentation shall be node available, upon request, for examination by any authorized 
representatives of the contracting officer or of the Secretary of Labor. Documentation would Include personnel records 
respecting job openings, recruitment and placements.

(e) Whenever the Contractor becomes contractually bound to the l&ing provisions ofthis clause, it shall 
advise the employment service system in each State where h has establishments of the name and location of each hiring 
location in the State. As long as the Contractor is contractually bound to these provisions and has so advised the State 
System, there is not need to advise the State system of subsequent contracts. The Contractor may advise the State system 
when it is no longer bound by this contract clause.

(0 This clause does not apply to the lialng of employment openings which occur and are filled outside of
the SO states, the District of Columbia, Puerto Rico, Guam, and the Virgin Islands.

(g) The provisions of paragraphs (b), (c), (d) and (e) ofthis clause do not apply to openings which the 
Contractor proposes to fill from within Its own organization or to fill pursuant to a customary and traditional employer- 
union hiring arrangement. This exclusion does not apply to a particular opening once an employer decides to consider 
applicants outside of Its own organization or employer-union arrangement fbr that opening.

(h) As used in this douse:

(1) ’All suitable employment openings* indudes, but is not limited to, openings which occur in 
the following job categories: production and nonproduction; plant and office; laborers and mechanics; supervisory and 
nonsupervisory; technical; and executive, administrative; and professional openings as are compensated on a salary basis 
ofless than 825,000 per year. This term includes full time employment of more than three (3) days'duration, and part- 
time employment. It does not include openings which the Contractor proposes to fill from within its own organization or 
to fill pursuant to a customary and traditional employer-union hiring arrangement nor openings in an education institution 
which ate restricted to students of that institution. Under the most compelling circumstances an employment opening 
may not be suitable for listing, Including such situations where the needs of the Government cannot reasonably be 
otherwise supplied, where listing would be contrary to national security, or where the requirement of listing would 
otherwise not be fbr the best interest of the Government.

(2) ’Appropriate office of the State employment service system* means the local office of the 
Federal-State national system of public employment offices with assigned responsibility fbr serving the area where the 
employment opening is to be filled, including the District of Columbia, Guam, Puerto Rico, and the Virgin Islands.

(3) ’Openings which the Contractor proposes to fill from within Its own organization* means 
employment openings for which no consideration will be given to persons outside the Com rector’s organization 
(including any affiliates, subsidiaries, and the parent companies) and includes any openings which the Contractor 
proposes to fill from regularly established ’recall* lists.

(4) ’Openings which the Contractor proposes to fill pursuant to a customary and traditional 
employer-union hiring arrangement* means employment openings which the Contractor proposes to fill from union halls, 
which is part of the customary and traditional hiring relationship which exists between the Contractor and representatives 
of its employees.

(I) The Contractor agrees to comply with the rules, regulations, and relevant orders of the Secretary of 
Labor issued pursuant to the Act.

0) In tire event of the Contractor’s noncompliance with the requirements of this clause, actions fbr 
noncompliance may be taken in accordance with the rules, regulations and relevant orders of the Secretary of Labor 
issued pursuant to the Act.
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(k) The Contractor agrees to post in conspicuous places, available to employees and applicants Tor 
employment, notices In a form to be prescribed by the Director, provided by or through the contracting officer. Such 
notice shall state the Contractor's obligation under the law to take affirmative action to employ and advance in 
employment qualified disabled veterans and veterans of the Vietnam Era for employment, and the rights of applicants and 
employees.

(l) The Contractor will notify each labor union or representative of worlcers with which it has a collective 
bargaining agreement or other contract understanding, that the Contractor Is bound by the terms of the Vietnam Era 
Veterans Readjustment Assistant Act, and is committed to take affirmative action to employ and advance in employment 
qualified disabled veterans and veterans of the Vietnam Era.

(m) The Contractor will include the provisions of this clause in every subcontract or purchase order of 
$10,000 or more unless exempted by rules, regulations, or orders of the Secretary issued pursuant to die Act, so that such 
provisions will be binding upon each subcontractor or vendor. The Contractor will take such action with respect to any 
subcontract or purchase order as the Director of the Office of Federal Contract Compliance Programs may direct to 
enforce such provisions, including action for noncompliance.

SECTION 6
UTILIZATION OF SMALL BUSINESS CONCERNS 

AND SMALL BUSINESS CONCERNS OWNED AND 
CONTROLLED BY SOCIALLY AND ECONOMICALLY 

DISADVANTAGED INDIVIDUALS

The following clause shall be included in all contracts over $10,000 except contracts for services which are 
personal in nature and contracts which will be performed entirely (including all subcontracts) outside any State, territory, 
or possession of the United States, the District of Columbia, or the Commonwealth of Puerto Rico.

(a) It is the policy of the United States that small business concerns and small business concerns owned 
and controlled by socially and economically disadvantaged individuals shall have the maximum practicable opportunity 
to participate in the performance of contracts let by any Federal agency.

(b) The Contractor hereby agrees to cany out this policy in the awarding of subcontracts to the fullest 
extent consistent with the efficient performance of this contract The Contractor Anther agrees to cooperate in any 
studies or surveys as may be conducted by the Small Business Administration or the contracting agency which may be 
necessary to determine the extent of the Contractor's compliance with this clause.

(c) As used in this contract

(1) The term "small business concern* shall mean a small business as defined pursuant to Section 
3 of the Small Business Act and relevant regulations promulgated pursuant thereto.

(2) The term "small business concern owned and controlled by socially and economically
disadvantaged individuals" shall mean a small business concern—

(i) which is at least SI per centum owned by one or more socially and economically 
disadvantaged individuals; or In the case of any publicly owned business, at least 51 per centum of the stock of which is 
owned by one or more socially and economically disadvantaged individuals; and

(II) whose management and dally business operations are controlled by one or more of such
individuals.

The Contractor shall presume that socially and economically disadvantaged individuals Include Black 
Americans, Hispanic Americans, Native Americans, Asian-Pacific Americans, and other minorities, or any other 
individual found to be disadvantaged by the Small Business Administration pursuant to Section S(a) of the Small 
Business Act

(d) Contractors acting in good faith may rely on written representations by their subcontractors regarding
their status as a small business concern or a small business concern owned and controlled by socially and economically 
disadvantaged individuals.

SEOlfltLZ
UTILIZATION OF WOMEN-OWNED BUSINESS CONCERNS

The following clause shall be include in all contracts expected to exceed $10,000 except contracts which, 
including all subcontracts thereunder, arc to be performed entirely outside the Uni ted States, its possisslons, Puerto Rico 
and the Trust Territory of the Pacific Islands, and contracts for services which are personal in nature.

-4-



(a) It is the policy oflhe United Slates Government Ihotwomen-owned businesses shall have the maximum 
practicable opportunity to paitidpate In the perfbnnance of contracts awarded by apy Federal qpnty.

(b) The Contractor agrees to use Us best efforts to eany out this policy In the award ofsabeontnets to the 
fullest extent consistent with the efficient performance of this contract. As used In this contract, a 'woman-owned 
business* concern means a business that is at least SI per centum owned by a woman or women who also control and 
operate it. 'Control0 in this context means exercising the power to make policy decisions. 'Operate'In this context 
means being actively involved in the day-to-day management. 'Women" means all women business owners.



EXHIBITS

MEMORANDUM OF OPERATING AGREEMENT

STATE OF NEW MEXICO )
) KNOW ALL MEN BY THESE PRESENTS: 

COUNTY OF EDDY )

The undersigned have entered into an Operating Agreement, dated June 24,2014, in order to explore for, 

develop and produce oil and gas from their respective oil and gas leases or interests to the extent described in Exhibit * A* 

attached hereto and hereinafter referred to as the 'Contract Area*.

Among other provisions, the Operating Agreement appoints Cimarex Energy Co, as Operator and designates 

the other parties thereto as Non-Operator(s). The Operating Agreement grants said Operator the authority, with certain 

limitations, to incur expenses on behalf of the Non-Operatorfs) and, at the Operator’s election, the right to bill the Non- 

Operatorfs) in advance for the estimated expenditures.

The Operating Agreement provides that the liability of the patties shall be several and not joint or collective, 

with each being liable only for its proportionate share of the costs and liabilities incurred therewith as set forth in the 

Operating Agreement and as may change by subsequent assignment of interest Said Operating Agreement also provides 

that

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security 

interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of 

expense, together with interest thereon at the rate provided in the Ex hibit'C*. To the extent that Operator has a security 

interest under the Uniform Commercial Code of the State. Operator shall be entitled to exercise the rights and remedies 

of a secured party under the Code. The bringing of a suit and the obtaining of judgment by Operator for the secured 

indebtedness shall not be deemed an election of remedies or otherwise aflbet the lien rights or security interest as security 

for the payment thereof. In addition, upon default by any Non-Operator in the payment oflts share ofexpense. Operator 

shall have the right, without prejudice to other rights or remedies, to collect Horn the purchaser the proceeds from the sale 

of such Non-Operator’s share ofoil and/or gas until the amount owed by such Non-Operator, plus interest, has been paid. 

Each purchaser shall be entitled to rely upon Operator’s written statement concerning the amount of any default. 

Operator grants a like lien and security interest to the Non-Operators to secure payment ofOperator’s proportionate share 

ofexpense.

If any party fbils or Is unable to pay its share of expense within sixty (60) 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 ofeschsuch party bears tothe Interest ofall such parties. Each party so paying 

its share of the unpaid amount shall, to obtain reimbursement thereof, be subrogated to the security rights described in the 

foregoing paragraph.

Further, the Operating Agreement has attached to h various Exhibits, including but not limited to, a Gas 

Balancing Agreement, which among other provisions, allows one or more parties to take more than their working interest

Attached to and madea part ofthat certain Operating Agreement dated June 24,2014, by and between Cimarex
Energy Co„ as Operator, and Marshall & Winston, Inc., as Non-Operator(s).
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share of gas production ir another party or parties cannot or does not take their respectiv e working interest share. It also 

provides Tor volumetric balancing on an Mcfbosis and Tor cash balancing on permanent cessation of gas production from 

a well, cessation ora gas category if different pricing categories are imposed by governmental regula lion and if a party 

sells its interest.

Copies of the Operating Agreement and/or the Gas Balancing Agreement Exhibit con be obtained from any of 

the undersigned or their successors in interest.

The said Operating Agreement and the Exhibits attached thereto are binding upon the undersigned and their 

respective heirs, devisees, legal representatives, successors and assigns. This Memorandum of Operating Agreement 

shall not be deemed an amendment of said Operating Agreement or of said Gas Balancing Agreement E xhibil and shall in 

no way increase the obligations or decrease the rights of the undersigned thereunder, but is entered into for the sole 

purpose of providing notice ofthc existence of said Operating Agreement, the security interest granted thereunder, a nd 

the Gas Balancing Agreement attached as an Exhibit thereto.

This Memorandum of Operating Agreement may be executed in any number of duplicate or counterpart copies, 

including counterpart signature pages, each of which shall be considered an original for all purposes. Photocopies of this 

Memorandum of Operating Agreement may be filed in the appropriate records as proof of the security interest created 

hereunder.

Executed as of the date and year indicated in the acknowledge ment of each signature, to be effective the dale of 

the Operating Agreement recited above.

OPERATOR:

Date:

Tax ID or S.S. NO.

NON-OPERATOR(S):

Marshall & Winston, Inc.

Tjpc or Prim Name:

Title:

Daw:

ToxIDorS S. NO.
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share of gas production if another party or parties cannot or does not take their respective working interest share. It also 

provides for volumetric balancing on an Mcf basis and for cash balancing on permanent cessation of gas production from 

a well, cessation of a gas category if different pricing categories are imposed by governmental regulation and if a part}' 

sells its interest.

Copies of the Operating Agreement and/or the Gas Balancing Agreement Exhibit can be obtained from any of 

the undersigned or their successors in interest.

The said Operating Agreement and the Exhibits attached thereto arc binding upon the undersigned and their 

respective heirs, devisees, legal representatives, successors and assigns. This Memorandum of Operating Agreement 

shall not be deemed an amendment of said Operating Agreement or of said Gas Balancing Agreement Exhibit and shall in 

no way increase the obligations or decrease the rights of the undersigned thereunder, but is entered into for the sole 

purpose of providing notice of the existence of said Operating Agreement, the security interest granted thereunder, and 

the Gas Balancing Agreement attached ns an Exhibit thereto.

This Memorandum of Operating Agreement may be executed in any number of duplicate or counterpart copies, 

including counterpart signature pages, each of which shall be considered an original for all purposes. Photocopies of this 

Memorandum of Operating Agreement may be filed in the appropriate records as proof of the security interest created 

hereunder.

Executed as of the date and year indicated in the acknowledgement of each signature, to be effective the date of 

the Operating Agreement recited above.

OPERATOR: 

Clmarex Energy Co.

By:___________________

Type or Print Nome: _____

Title: __________________

Date:_________________

Tax ID or S.S. NO._______

NON-OPERATOR(S):

Type or Print Name: TOP M. Brandt

Title: ______ President_______________

Date: June 25. 2014___________

Tax ID or S.S. NO.___________________________
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0* '"I

share of gas production if another party or parties cannot or does not take their respective working interest share. It also 

provides for volumetric balancing on an Mcf basis and for cash balancing on permanent cessation ofgas production from 

a well, cessation of a gas category if different pricing categories are imposed by governmental regulation and if a party 

sells its interest.

Copies of the Operating Agreement and/or the Gas Balancing Agreement Exhibit can be obtained from any of 

the undersigned or their successors in interest.

The said Operating Agreement and the Exhibits attached thereto ore binding upon the undersigned and their 

respective heirs, devisees, legal representatives, successors and assigns. This Memorandum of Operating Agreement 

shall not be deemed an amendment of said Operating Agreement or of said Gas Balancing Agreement Exhibit and shall in 

no way increase the obligations or decrease the rights of the undersigned thereunder, but is entered into for the sole 

purpose of providing notice of the existence of said Operating Agreement, the security interest granted thereunder, and 

the Gas Balancing Agreement attached as an Exhibit thereto.

This Memorandum of Operating Agreement may be executed in any number of duplicate or counterpart copies, 

including counterpart signature pages, each of which shall be considered an original forall purposes. Photocopies ofthis 

Memorandum of Operating Agreement may be filed in the appropriate records as proof of the security interest created 

hereunder.

Executed as of the date and year indicated in the acknowledgement of each signature, to be effective the date of 

the Operating Agreement recited above.

OPERATOR: 

Cimarcx Energy Co.

By:______________

Type or Prim Name:

Tiile: ___________

Dale:_____________

Tax IDorS.S. NO,_

NON-OPERATOR(S):

Title: Vice President/General Manager

Pile: 1 <2- ~ 15^3-01*4

Tax ID or S.S. NO. 75-1671/184
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LHAH Pfopei

Type or Print Name: W. L« Hanley» Jr.

Title: Manager __________

- /z- /&p //y

Tax ID or S.S. NO. 11-3663100

Jarvis J. Slade

By:_____________

Type or Print Name:

Tide: ____________

Date:

Tax ID or S.S. NO._

PLM-1, Inc.

By:_____________

Type or Print Name:

Title: ____________

Date:_____________

Tax ID or S.S. NO._

TBO Cattle Company, LLC

By.___________________________

Type or Print Nome: _____________

TiUe: ___________________________

Date:

Tax ID or S.S. NO.

Dennis Sledge

By_____________

Type or Print Nome:

Title: ____________

Date:_____________

Tax ID or S.S. NO._
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f■>

LHAH Properties, LLC

By:_________________________

Type or Print Nome:

Title: _____________

Date:______________

Tax IDorS.S. NO.

Jarvis J. Slade

By:______________

Type or Print Name:

Title: ____________

Date:

Tax IDorS.S. N0._

PLM-lflnc.

By:

f IDCo

Type or Print Name: L ■ Morris*

Title: _____________________

Dale: DeC. JS 20 H-

Tax ID or S.S. NO. 7-5~£)

TBO Cattle Company, LLC

By:______________

Type or Print Nome:

Title: ____________

Date:

Tax IDorS.S. N0._

Dennis Sledge 

By:_____________

Type or Print Nome:

Title: ____________

Dote:_____________

Tax ID or S.S. N0._
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Hanley Petroleum, Inc.

By:____________________

■type or Prim Nuuk

Tide ___________

Dote____________

To* ID or S^. NO..

LHAH Properties, LLC

By________________

Type or Prim Nome ________

Tide ____________________

Date_____________________

Tax ID or S5. NO.___________

Jarvis J. Slade

By-________________

Type or Prim Nome ________

Tide _____________________

Date_____________________

To* ID or Si NO.___________

PLM-I, lac.

By_________

Typo or Prim Name 

Tide ___________

Tin ID or S.S. NO.__________________

84 Exploration Partners, LLC

By______________________________

Type or Prim Nome _______

TUe ___________________________

Due____________________________

TO* ID or SJS.NO._________________

Dennis Sledge

By______________________________

Type or Prim Name _______________

Takr _________________________

To* ID or S^. NO..
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r

Mt. Si Oil & Gas, LLC

Type or Print Name: R/3C1 f\Py O 

Title: PffiSlcWfV

Dale:__/^/ I I /£-0 }^\

Tax ID or S.S. NO. ,3 ~7~3. ~7ftbC( 77

ACKNOWLEDC EM ENTS

STATE OF TEXAS )

COUNTY OF MIDLAND)

The Foregoing instrument was acknowledged before me thisday of, 2014, by 

Roger Alexander as Attomcy-in-Fact of Cimarex Energy Co. bn behalf of said corporations.

Notary Public in and for the State of Texas

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of, 2014 by: 

as:of Hanlev Petroleum. Inc.

(Seal, if any)

Notary Public in and for the Stale of

My commission expires:

4



Mt SI Oil & Gas, LLC 

By:_______________

Typo or Print Kune;

Tide ___________

Due___________

Tax ID or S3. NO.

Rhoades Oil Company, LLC 

Dr____________________

Type or Print Nome

Tide; ___________

Date____________

Tax ID or S3. NO.

Realeza Del Spear, LP 

Br______________________________

Type or Mm Nome: __________________

Thle: ______________________________

Palo:

Tax ID or S3. NO.____________________

Roy G. Barton, Jr.

Br_____________________________

Type or Print Nome: __________________

Tide: ______________________________

Dale:

Tax (DorS3, NO.____________________

M. Dion Lowe

Br_____________________________

Typo or Print Nano: __________________

Tide: _____________________________

Date______________________________

Tax ID or S3. NO.____________________

AOG Mineral Partners, LTD, et al 

Br_____________________________

Typo or Print Name: __________________

Tide: _____________________________

Dae:

Tex ID or S3. NOl____________________
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Charles Kenneth Moore

hr

Type or Mu Nome 

TOc _____________________ __________

Due,____________________________

Tbt ID or NO.

William H. Kennan, Trustee oftbe John E. & Helen M. Ken nan 
Family Trust created January 13,1994

By:

Type or Mu Nunc 

TWe: 

Dan:

Tn IDor&S. NO.

Larry P. Long, Managing Trustee of the Long Trusts

By:

Type or Priu Nunc 

Tide 

Due

Tax ID or &S. NO.

Kenneth G. Cone 

hr

Type or Mu Nunc 

Tide: 

Due

TmIDar&S.NO.

Western Commerce Bank, Agent, for Trust B of the Kirby D. 
Scbenck & Rita D. Schenek Revocable Trust Agreement executed 
on 10/2/1991

By.

Type or Mu Nome 

TSUc 

Due

Tax ID or RS. NO.
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Western Commerce Bank, Agent, for Trust A-2orthe Kirby D. 
Sctienck & Rita D. Schenck Revocable Trust Agreement executed 
on 10/2/1991

By

Type or Mm None:_____________

Title: 

Dale:

Tax ID or S3. NO.

Bank of America, N.A., Agent, Elizabeth Lea Daugherty 
Revocable Trust U/A March 22,2012

By

Type or Prim Name;

Title: 

Date:

Tax ID or S.S. NO.

Bank of America, MA* Agent, of the J E Simmons Testamentary 
Trust (bo Mary Jane Hand

By

Type or Prim Name: 

Title: 

Date:

TaatOorS^.NO.

Bank of America, N.A., Agent, of the B H Simmons 
Testamentary Trust (bo Mary Jane Hand

By

Type or Prim Name: _________

TMc:

ToxlDorS5.NO.

Teddy L. Hartley, Trustee of the Vora Lowe Hartley Mineral 
Trust

By_________

Type or Prim Name: 

Title: ___________

Tax ID or S5. NO,
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Robert Thomas Hartley, Trustee of the Vorn Lowe Hartley 
Mineral Trust

H>"_

Type or Print Name: ______________

Tide:______________________________________ __________

Date;______ —

Tax ID or S.S. NO.

Lowe Family, Ltd.

»>•:

Type or Prim Name:

Title: __

Date: _______

Tax ID or S.S. NO.

ACKNOWLEDGEMENTS

STATE OF TEXAS ) 

COUNTY OF MIDLAND)

AOjlL
Rogcr Alexander os Attomey-in-Fact of Cimarex Energy Co. on behalf of said corporations. \

The foregoing instrument was acknowledged before me this 1day of VAi

on behalf of st
,2017, by

.. .. ...  KAIMI BROWNLEE
no.o.y Public. Sioio 01 Ie«a» 

Comm. Expues 03-26-20'9 

oi'\V' NoloiY ID 126052368
My commissii

Notary Public inairaTor the State of Texas

2oii

State of _ 

County of

J
)ss.

)

This instrument was acknowledged before me on 

_______________________________ as:____________

day of, 2014 by: 

______of Marshall & Winston. Inc.

(Seal, if any)

Notaiy Public in and for the Slate of

My commission expires:

7



ACKNOWLEDGEMENTS

STATE OF TEXAS ) 

COUNTY OF MIDLAND)

The foregoing instrument was acknowledged before me thisday of, 2014, by 

Roger Alexander as Attomey-in-Fact of Cimarex Energy Co. on behalf of said corporations.

Notary Public in and for the State of Texas

My commission expires:

State of TEXAS )
)ss.

County of MIDLAND )

This instrument was acknowledged before me on25th day of June 2014 by:

Tom H. Brandtas: Presidentof Marshall & Winston, Inc.,,
a Nevada corporation, on behalf of said corporation.

(Seal, if any)

3



ACKNOWLEDGEMENTS

STATE OF TEXAS )

COUNTY OF MIDLAND)

The foregoing instrument tvas acknowledged before me litisday of, 2014, by 

Roger Alexander as Attomey-in-Fact of Cimarcx Energy Co. on behalf of said corporations.

Notary Public in and for the State of Texas

My commission expires:

State of Texas 

County of Midland

J
)ss.

)

This instrument was acknowledged before me on 15th day of December . 2014 by: 

Brett K. Bracken, Vice President/General Mgr of HanlevPetroleum. Ine.

(Seal, if an;

fiaiA

Notary Public in and for the State of

09/26/2018 

My commission expires:

4



State of Texas

County of Midland

J
)ss.

)

This instrument was acknowledged before me on day of December . 2014 by:

W. L. Hanley, Jr. as: Managerofl.HAH Properties. l.LC.

(Seal, if any)

CX. fisLxei*_
Notary Public in and for the State of Texas

09/26/2018_____________________

My commission expires:

BARBARA A REID 
MY COMMISSION EXPIRES 

Sqferrter 26,2016

State of _ 

County of

J
) ss.

J

This instrument was acknowledged before me on 

as:

(Seal, if any)

day of,2014 by: 

of Jarvis J. Slade.

Notary Public in and for the State of

My commission expires:

State of__

County of

_>
)ss.

J

This instrument was acknowledged before me on 

ns:

(Seal, if any)

day of, 2014 by: 

of PLM-1. Inc.

Notary Public in and for the Stale of

My commission expires:
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Slate of)
) 8S.

County of)

This Instrument was acknowledged before me on

(Seal, if any)

day of,2014 by: 

____ of Hanlev Petroleum. Inc.

Notary Public in and for the State of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of,2014 by: 

as:of LHAH Properties. LLC

(Seal, If any)

Notary Public In and for the State of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of,2014 by: 

Jarvis J. Slade 

(Seal, if any)

Notary Public in and for the State of 

My commission expires:

8



Stale or)
)ss.

County of)

This instrument was acknowledged before me on 

_______________________________ as:____________

(Seal, if any)

day of, 2014 by: 

nflHAH Properties. l.I.C

Notary Public in and for the Stale of

My commission expires:

State of _ 

County of

J
)ss.

)

This instrument was acknowledged before me on 

_______________________ as:____________

(Seal, if any)

day of,2014 by: 

of Jarvis J. Slade.

Notary Public in and for the State of

My commission expires:

State oT~ /-Cykfa) 

County of tk\cHcr&> ))SS

jjSvBV DAWN MARIE HOWARD
Notary Public, Slate ot Taxoi 

VViW/ **V Commission Eiplias 
17, 2018

This instrument was acknowledged before me on /S^ davof^y^Afr* . 2014 by:

Aa//fiorf-iiSas: 'Prez'ith^of- _____________________________of PLM-1. Inc.

(Seal, if any)

itary Public in and for the State of

fejiniPto, tUetf
My comm&non expires:

5



State of)
) S5.

County of)

This instrument was acknowledged before me onday of .2014 by:

«:ofPLM-l. Inc.

(Seal, If any)

Notaiy Public in and for the State of

My commission expires:

State of)
) ss.

County of)

This instrument was acknowledged before me onday of,2014 by:

___________________________________________________offtLEroloration Partners. LLC

(Seal, If any)

Notaiy Public in and for the State of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of,2014 by.

Rgnnlafitfideq----------------------------------------

(Seal, if any)

Notaiy Public In and for the State of 

My commission expires:

9



t

Stale of__

County of

J
)ss.

This instrument was acknowledged before me on 

_______________________________ ns:____________

(Seal, if any)

day of _ 2014 by:

of TBO Cattle Company. LLC.

Notary' Public in and for the State of

My commission expires:

Slate of. Tgxo-s)

)<
County of

Before me, on this ) day of r 2014, personally appeared Dennis Sledge, known to

me to be the person whose name is subscribed to the foregoing instrument and acknowledged to me that he executed 

the same for purposes and consideration therein expressed.

BARBARAAREfD 
MY COMMISSION EXPIRES 

Septate 26,2018

Cl- RgJkj

Notary Public in and for the State of TeAO-S

Qq-3.U~3.Olg
My commission expires:

State of__

County of

J
)ss.

)

day of,2014 by: 

of Ml. Si Oil & Gas. LLC.

(Seal, if any)

Notary Public in and for the State of

This instrument was acknowledged before me on 

ns:

My commission expires:

6



r*

State of )
)ss.

Countv of )

This instrument was acknowledged before me onday of, 2014 by:

as:of TBO Canle Comnanv. L1.C.

(Seal, if any)

Notary Public in and for the State of

My commission expires:

Slate of)
)ss.

County of)

This instrument was acknowledged before me onday of, 2014 by: 

as:________________________________________________________________ of Dennis Sledge.

(Seal, if any)

Notary Public in and for the State of

My commission expires:

State of TgxaS) 

County of \ X \On A )

This instrument was acknowledged before me on.

ne-j Cl ~rVNQi-aj~R>on as: i V of Mt. Si Oil & Gas. LLC.

(Seal, if any)

BARBARAAREID 
MY COMMISSION EXPIRES 

Septate 20,2010

, Q. R&iJ_
Notary Public in and for the State of TgScA S

_____3-0 h?
My commission expires:

6



Slate of _ 

County of

J
)ss.

J

This instmment was acknowledged before me on 

as:

(Seal, if any)

day of,2014 by: 

____ of Mt SI Oil ft Oas. LLC.

Notaiy Public in and for the State of

My commission expires:

State of)
) 83-

County of)

This instrument was acknowledged before me onday of,2017 by: 

Joel Bozhwue as:of Rhoades Oil Company. LLC

(Seal, if any)

Notaty Public in and for the State of 

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before mo on.day of,2017 by: 

as:of Realeza Del Snear. LP

(Seal, if any)

Notary Public in and for the State of

My commission expires:
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State of

County of

J
)ss.

This instrument was acknowledged before me onday of,2017 by: 

RovG.Banon.Jr.

(Seal, if any)

Notary Public In and for the State of

My commission expires:

State of)
)ss.

County of)

This mfinimcrt was acknowledged before me onday of,2017 by: 

M. Dion Lowe

(Seal, If any)

Notary Public in and for the State of

My commission expires:

Slate of)
)ss.

County of)

This instrument was acknowledged before me onday of,2017 by: 

_________________ as:of AOO Mineral Partners. LTD, et al

(Seal, If any)

Notary Public In and for the State of

My commission expires:

11



County of

State of__ J
)$*.

)

This instalment was acknowledged before me onday of,2017 by: 

ChadctKennan Moore

(Seal, if any)

Notary Public in and for the State of

My commission expires:

State of)
) ss.

County of)

This instrument was acknowledged before me onday of,2017 by:

as:of the John E. & Helen M. Kennann Family 
Trust created January 13.1994;

(Seal, if any)

Notary Public in and for the Suite of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of,2017 by: 

as:of the Long Trusts

(Seal, ifany)

Notary Public in and for the State of

My commission expires:

12



)$s.
County of)

State of)

This instrument was acknowledged before me onday of,2017 by: 

Kenneth G. Cone

(Seal, if any)

Notaiy Public in and for the State of

My commission expires:

State of)
) 5S,

County of)

This instrument was acknowledged before me onday of,2017 by:

as: _________________ of Trust B of the Ktrfav D. Schenck & Rita
D. Schenet Revocable Trust Agreement executed on 10/2/1991

(Seal, if any)

Notaiy Public in and for the State of

My commission expires:

Slate of)
)ss.

County of)

This instrument was acknowledged before me onday of,2017 by:

as:ofTiva A-3 pfttffi KftfrY ft. SrilfflsK ft Rita
D. Schenck Revocable Trust Agreement executed on 10/2/1991 

(Seal, If any)

Notaiy Public in and for the State of

My commission expires:

13



State of)
) ss.

County of)

This instrament was acknowledged before me onday of,2017 by:

—--------------------------------------- «------------------------------- of Elteabeth Lea Daugherty Revocable Trust
U/A March 22.2012

(Seal, if any)

Notary Public in and for the State of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of,2017 by:

as:of the J E Simmons Testamentary Trust fen
Marv Jane Hand 

(Seal, if any)

Notary Public in and for the State of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of,2017 by:

as:ofthe B H Simmons Testamentary Trust (bo 
Mary Jane Hand--------------------------------------

(Seal, if any)

Notary Public in and for the State of 

My commission expires:

14



State of|)
) ss.

County of)

This instrument was acknowledged before me onday of,2017 by: 

IfiddyJ^Btflgyas:of the Vorn Lowe Hartley Mineral Trust 

(Seal, If any)

Notaiy Public in and for die State of

My commission expires:

State of)
)ss.

County of)

This Instrument was acknowledged before me onday of,2017 by:

Robett Thomas Hartley___as:of the Vom Lowe Hartley Mineral Trust

(Seal, if any)

Notaiy Public in and for the State of

My commission expires:

State of)
)ss.

County of)

This instrument was acknowledged before me onday of .2017 by:

bs: of Lowe Family. Ud.

(Seal, if any)

Notaiy Public In and for the State of

My commission expires:

15



o
Cimarei Energy Co.

fiuo U Mi-enii'.'ii Si

Svj‘Ie 600

M-a'ana. l'i >0'

ii -:ii i/s .‘kco
Mnv 12.2017

Realeza Del Spear. LI* 

P.O. Box 1684 

Midland. Texas 70702

CIMAREX

Re: Proposal to Drill

Lea 7 Federal Com 211

Section 7, Tmvnsliip 20 South, Range 35 East
Lea County, New Mexico

Dear Working Interest Owner.

Cimarex Energy Co. hereby proposes to drill the Lea 7 Federal Com 211 well at a legal location in 
Section 7, Township 20* South. Range 35 East, NMPM, Lea Co., NM.

The intended smfaee hole location Tor the well is 379" FSL and 1.730” FVVL of Section 7, Township 

20 South. Range 35 Last, and the intended bottom hole location is 330” T'NL and 1.0X0” FWL of Section 7. 
Township 20 South. Range 35 Last. The well is proposed to be drilled vertically to a depth ol'approximatcly 

11.030” to the Third Bone Spring formation and laterally in a northerly direction within the formation to 

the referenced bottom hole location. Total measured depth of the well is proposed to be approximately 

15.530” feet from surface to terminus.

It should be understood that compliance with topography or cultural or environmental concents, 

among others, might require modification of Cimarex's intended procedure. Cimarex will advise you of 

any such modifications.

Enclosed, in duplicate, is (i) our detailed AFE reflecting estimated costs associated with this 

proposal, ami: (ii) our proposed form of Operating Agreement to govern operations of the Lea 7 Federal 

Com 211 well, and: (iii) Communi/ation Agreement. Ifyou intend to participate, please approve and return 

one (I) original of the enclosed AFE. one (I) original of the signature page to the Operating Agreement, 
and four (4) originals of the signature pages to the Communization Agreement, along with the contact 

information to receive your w ell data, to the undersigned within thirty (30) days of receipt of (his proposal. 

If you elect to purchase your ow n well control insurance, you must provide a certificate of such insurance 

to Cimarex prior to commencement of drilling operations: otherwise, you will be covered by insurance 

procured by Cimarex and will he responsible for your share of the cost.

Please call the undersigned with any questions or comments.

Respectfully.

\
cut

Kelly Reese. CPI. 

432.620.1966

5



o ELECTION TO PARTICIPATE 
Lea 7 Federal Com 2H

_____Realeza Del Spear, LP elect TO participate in the proposed Lea 7 Federal Com 2H well.

_____Realeza Del Spear. LP elect NOT to participate in the proposed Lea 7 Federal Com 2H well.

Dated this____ day of.2017.

Signature:

Title: __________________________________________

If your election above is TO participate in the proposed Lea 7 Federal Coin 2H well, then:

_____Realeza Del Spear, LP elects TO be covered by well control insurance procured by Cimarex
Energy Co.

_____Realeza Del Spear. LP elects NOT to be covered by well control insurance procured by Cimarcx
Energy Co. and agrees to provide Cimarex Energy Co. with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be covered by well control 
insurance procured by Cimarcx Energy Co.

o
Well Proposal - Lea 7 Federal Com 2H



TMT, Authorization For Expenditure

CIMAHEX ENERGY CO _____05/08/2017

Permian Basin LEA 7 FEDERAL COM 2H
NEW MEXICO BONE SPRING 

PROS (LEA)
301471-300.01 2617047

j — ■'ww - —
(Section 7, Township 20 South, Range 35 East, Eddy County,

Lea
Oi! Expl X

|Nc\v Mexico Cos X Prod

" 3-1,. f-E&Start Date. ^ S&J^C/EpJJat

Criminal Estimate X
Revised Estimate 10/18/2017 01/17/201S
Supplemental Estimate

I
-—r

3rd Bone Spring

JllWcaiuredDealtii

Boi&AiavBeifittil

■- • ■ ■ ■. i
Drill and ecmplete a horizontal test. Drill to !7S0 set surface casing. Drill to Drill to 5720' set intermediate casing. Drill to 10553’ (KOP). Drill curve at 127100’ initial 

build rate to •/- 50 degrees andl 1030' TVD and drill a */• £1*0’ long lateral In the bone spring formation. Run and cement production liner. Stage frac in stages. Drill | 

cut plugs. Run production packer, tubing and GlVs.

Intangibles Dry Hole Cost After Casing Point Completed Well Cost
DriUtoQ Costs S1.89S.03J 1 ' • $1,893,030
Completion Cosx $3,707,799 S3.707.799

SI .898.000 $3,707,799 SS.60S.799

Tangibles
tvdf Eaurpmen: $257,000 $373X03 S630.000
Lease Equipment '#///, $1,615,377 $1,615,377

Total Tangible Well Cost $257,000 $1,991,377 S2.248.372 _ "

Plug and Abandon Cost SO $0 SO

Total Well Cost $2,155,000 $5,699,176 S7.8S4.176

1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier.

Unless otherwise indicated below, you. as a non-operating working interest owner, agree to be covered by Operaior’s well control insurance procured by Operator so 

long as Operator conducts operations hereunder and to pay your prorated share of the premiums therefore, if you elect to purchase your own well control insurance. 

you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFC e. returned, if available, but m no event later than 
commencement of drilling operations, veu agree that failure to prcv-.de the certificate cf insurance, as provided herein, will result in your being covered by insurance 1 

procured by Operator.

__; I elect to purenate my own w.-ll control insurance policy.

Well control insurance procured by Operator, provides, among other terms, for $20,033,020 (10011 W4.) of Combined Single Limit coverage for well control and 

related redrlffing and dean-up/pollution expense covering drilling (through completion) with a Sl.C03.033 (100*1 WJ.J deductible.

... . ___________ __________________________________________________________________ j
Cimarex sells its gas under arm's-length contracts with third party purchasers. Such contracts may include fees. In addition, penalties may be incurred for insufficient I 

volumes delivered ever time. Should you choose to market your share of gas with Gmnrex. you will be subject to all cf the terms of Such contracts. Upon written 

request to Gmarex’s Marketing Department, we will share with you the terms and conditions pursuant to which gas will be sold. Failure to make an election below 

ihall be deemed an election to market your ga< with Cim.arev under the terms and conditicnt set forth 3hr. ■

1 i I elect to take my gas in kind.

1 j l elect to market my gas with Cimarex pursuant to the terms and conditions of its contract.

The above costs are estimates only and anticipate trouble free operations without any foreseeable change In plans. The actual costs may exceed the estimated costs 

without affecting the authorization for expenditure herein granted. By approval of this AFE. the working interest owner agrees to pay its proportionate share of actual 

legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well.

Joint Interest Approval

5/12/2017 10:04 A



Project Cost Estimate

Lease Name:

ficnik fl Location Preparation /Restoration

Pgrjggg
i.'ud / fluids Dispose! Charge,

S1&000.00 1/ er D.iv

PrcrzratiCn Cest (mouse heir, re: tide, cctis. pile duster,, nine.!

Mints. Additives $BO,OQO|
Surface gggflfc
ljoivnhofc Rentals srisuas
formation evaluation (DST. Coring including evaluation. G&G Services) STOMSO |
Mud Legging

‘ecu Hole Longing

- •: ;fezr Ezj:irr.c::{ Sioacoa) C:ZCl

$20,003| CiCC.H0Tubular inspections

Casmn Crews ST1M.1CS
Lxtra Labor, Welding, Etc. $1SJOOO| DICC.170 STIM.170

Land Trunsuoration (Trucking for tangibles) S35.COO| 0ICC17S SlQ.ccol sth.u75

Trailer House/Comp J Catering

Overhead Sio.cooj o:scas

MGB/DFMOB $203,0001
Directional Drilling Services

SnUrts Control

Well Control Equip (Snubbing SvesJ

Fatting £ Sidetrack Operation

Cel Tubing

Completion Loaning, Perforating, \VL Units. V/L Surveys

STlMJSC

Stimulation Pumping Citorr.es. Chemicals, Additives, Sand

Stimulation Water/ Water Transfer/ Water Storage

$20000Cmtnrcx- Owned froc/Rental equipment

Legal / Regulators/Curativt

,'ell Control insurance

Construction far Flow Lines

S2.301.0S3Total Intangible Cost

(Dry Hole Cost)

S/Foot

CWK.U3

$30.005720.00

yj D'.vgA.:c5

10550.03

■.££.::s

mzzz^mrsssamm ii
mm/mfms i mtsmmmfa

___
—77*.

Casing
Drive ripe

Cenauctar Pipe

.'/'iter String

Surface Cc'ir.a

intern: _-:;.s:c Casing 1

Intermediate Casino 2

Drilling Liner

I’reduction Casino cr Liner

fraauction Tic-Bo:

i uping
Wellhead. Tree. Chokes

hner hanger, isolation Packer

FaCKcr. Hippies
Pumping Unit. Engine

ESP. CVLs. PC Pumo)OQtMMDflt (i

N/C Lease Equipment

Tanks. Tanks Steps. Stairs

Batten/ fHeater Treater. Separator. Gas Treating Equipment;

Seconder/ Containments

Overhead Power Distribution (electric line to facility}

faciktv Electrical £ Automation

SV.u Connection
flaw Lines lime Pipe from •.vclthcvd to centra! facility/

Pipeline to Sales

Meters and Metering Equipment

$257,000Total Tanntblcs SZ7S.00D

! :?~ii! sa[ eiaan I

_ $2,155,000 $497,000 $2,396,000

5/12/2017 10;04 AM



Project Cost Estimate

Tubular inspections V/////// S/j PCOV.iCC SO $27.0001

Cosmo Crews $30,000
Extra Labor. Welding. Etc C0M.170 $430,000! pcow.itoI $60,000 $510,000
land Transaorcvon (Trucking (or tangibles) CCN.:7S L S30.C30 PCCJ.U7S 1 sol $47,000 i

\Super/Mcn 50.00 | Per Day | CON3X3 L $55,650 PCCM.iao | soi $217.6501

Trailer House / Camp / Catering '////////> $25,0001

Other Mix Expenses coruso
r $0l PCOM.190 so $5,000*

Cut mead $15.0001
Remedial Cementing rs.r//////Y//xP!*ag I____  $01 B

MOB/DEMOB *•% S2CO.OOO!

Directional Drilling Services

11111&

mmm $115,000
Crane for Contraction C0NJ2S0 ■ SO,
Solids Control W////AYJMSSmmssmswmm $59,000
Well Control Equip (Snubbing Sues.) !y/S/S//fy, PC0M-24C $0 S87.CCQ
fishma Z Sidetrack Operations Y//ZZZA%'Jfflffl//. PC:vm so SO
Completion Rkt tYS, »co:/.:is $0 $9,000
Coil Tubing *y//yyy/yyy, PCOM.260 $0 S S3.000
Completion Legging. Perforating. 'S/I Units. WL Surreys m PCCW.20: $0 $54,000
Composite flues Peer/ so $26,000
Stimulation Pumping Charges. Chrmicols. Additives. Sand PCOM.210 so $1,567,000
Stimulation Water/Water Transfer/Y/ater Storage zzzzzz. $235,000
umaxx O.'jned frac/Rental Eauiomen: Y/////V $20,000

Lena! / Regulator/ / Curative I coruca $10,000
1 Well Control Insurance $0.35 1 Per Toot

r/yyyffiyyfy/.
$5,000

l Contingency | 5.0 r of Drilling Intangibles | CCX22C 1 S-42.3201 PCCM.220 ■ S6.SS3 $458,850

Construction for How Lines cotuic $187,650
Construction For Sales P/L conics so W/wy%wyZvZwyY/ $0

Total intangible Cost $1,043,949

Prj^irr.'.in Casing cr Lmer 15S07.C0 5 15.C0
Production He-Sor.: SO-CO

vMa.mmmmmmmz.
___________S0| |$4.03

IVelihecd. Tree, Chokes

j.r.sr Hanger, isolation Packer

i i-i.

Tumping Uni:, Engine
Downhole Lift Equipment (BHP, Rods. Anchors. ESP. GVLs. PC Pump)

6di5ibit_rteaio Equipment^
•V/C Lease Equipment esses ^■55353 V/7/-Z''/ 7//A'7ZZZA $226,500

Tanks. Tanks Steps. Stairs 1 CONT.40S S79.5C0 yvZzw/y/%.Y/ZZW\ $79300

fishery (Heater Treater. Separator. Gos Treating Equipment) COVT410 V/T/sMi S33S.0C0

Secondary Containments CONTAU
$12S.OOO|555%^^^

$125,000
Overhead Power Distribution (electric line to facility) COH1A30 SB6.E00
rsdlitv Electrical Z Automation CCMT.42S 5143.500 y///y/A $143,903

SWD Connection ccm.4io $•’•09,732 'ZMWA $409,732

flow Lines (Line Pipe from wellhead to central facility) comas* $£2,775 $82,775
Piaeiine to Sales CCNT.44C

soW/^/zy/AZZZm SO

Meters and Metering Equipment | CCJiT.44S %\ic.\Tw7/yyyfflfyY7/.7/yZ//A $126,170

TQUlTaoEibJ^ $1,618,377

\?&ACos:s

$2,662,320 $143,850 $7.854,176

5/12/2017 l(h04AM



STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES 

OIL CONSERVATION DIVISION

APPLICATION OF CIMAREX 
ENERGY CO. FOR A NON-STANDARD 
OIL SPACING AND PRORATION UNIT 
AND COMPULSORY POOLING,
LEA COUNTY, NEW MEXICO.

) ss.
COUNTY OF BERNALILLO )

Jennifer L. Bradfute, attorney in fact and authorized representative of Cimarex Energy 

Co., the Applicant herein, being first duly sworn, upon oath, states that the above-referenced 

Application was provided under the notice letter and proof of receipt attached hereto.

SUBSCRIBED AND SWORN to before me this 1st day of August 2017 by Jennifer L. 
Bradfute.

CASE NO. 15756

AFFIDAVIT

STATE OF NEW MEXICO

My commission expires: 1 ^ —\ ^

EXHIBIT



Cimarex Application Notice 
Lea 7 Federal Com 2H 
Mailed June 29,2017

Parties to be Pooled CERTIFIED NO.
AOG Mineral Partners, Ltd.
P.O. Box 1015
Midland, Texas 79702

7012-2210-000-0348-2646
07/13/17

Rhoades Oil Company
P.O. Box 2673
Midland, Texas 79702

7012-2210-000-0348-2653

M. Dion Lowe
7801 Espanola Trail
Austin, Texas 78737

7012-2210-000-0348-2660
07/10/17

John E. & Helen M. Kennann Family Trust, 
created January 13,1994
Attn: William H. Kennan, Trustee
1430 Soquel Ave.
Santa Cruz 95062

7012-2210-000-0348-2677
07/10/17

Realeza Del Spear, LP
P.O. Box 1684
Midland, Texas 79702

7012-2120-0004-6168-2035
07/14/17

Charles Kenneth Moore
18326 E. San Ignacio Ct.
Gold Canyon, AZ 85118

7014-2120-0004-6168-2042
07/06/17

The Long Family Trusts
Larry P. Long, Managing Trustee
118 S. Kilgore St.
Kilgore, Texas 75662

7014-2120-0004-6168-2059
07/10/17

Lowe Family, Ltd.
P.O. Box 53775
Lubbock, Texas 79453

7014-2120-0004-6168-2066
07/07/17

Vora Lowe Hartley Mineral Trust
Attn: Teddy L. Hartley 8i Robert Thomas 
Hartley, Trustees
P.O. Box 1024
Clovis, NM 88102
Offsets:

7014-2120-0004-6168-2073
07/05/17

Marshall 8i Winston, Inc.
P.O. Box 50880
Midland, Texas 79710

7014-2120-0004-6168-2080
07/07/17

Legacy Reserves LP
P.O. Box 10848
Midland, TX 79702

7014-2120-0004-6168-2097
07/13/17

COG Operating, LLC
One Concho Center
600 W. Illinois Avenue
Midland, TX 79701

7014-2120-0004-6168-2103
07/05/17



SENDER: COMPLETE THIS SECTION

awiW'
:: Item A if Restricted D^iywy x „ -
■m Print yoyr name arid addressed thereverEe 

aothtf weeanretimiiheifOTtpypu. '

or on the front If epaoe permits.
1. Artld# Addressed to:

Legacy Reserves LP 

P.O. Box 10848 
Midland, TX 79702 
Cimtrex 827624IS4

COMPLETE 7H/S SECTION ON DEUVEfi)'

, to from ttaml? O Yes
tfYES,^^<teBye^e<idmss Wpw P No .

MVpe
l/Xjrttf^MaB* vapkstty Mti Express* ' ■ - i
I Jtegtetaraj.Receipt tor.Mwchandlgc, 

13 .Insured Mai 'O Gonad on OaBvaty

4. Rosti1otadOeiVay7(D#B /eQ)

7014 aieo eMma-sn*

O Yto

PS Form 3811, July 2019 : ■■ Domesttq RdumRecelpt.

UNITED.STATES P^S^j’SfeR'Wee ;,V

•’Wy-'-*

li’S&fftfcfi >V : lr ^TglWWILlLL ■ '

* Sender: Please print your name, address, and ZIP+4® in this box*

Jennifer L. Bradfute 
Modrall Law Firm 
P.O. Box 2168 
Albuquerque, NM 87103
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o
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U.S. Postal Service’

CERTIFIED MAIL® RECEIPT
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Modrall Sperling

LAWYERS

June 29,2017 Jennifer L. Bradfule 
S05.84fi.164S 
Fax; S05.S48.IS82 
jlbQmodrall.com

VIA CERTIFIED MAIL

c

RETURN RECEIPT REQUESTED

Re: APPLICATION OF CIMAREX ENERGY CO. FOR A NON
STANDARD OIL SPACING AND PRORATION UNIT AND 
COMPULSORY POOLING, LEA COUNTY, NEW MEXICO.

Case No. 15756

TO: POOLED PARTIES AND OFFSETS

This letter is to advise you that Cimarex Energy Co. (“Cimarex”) has 
filed the enclosed application with the New Mexico Oil Conservation Division 
seeking the creation of a non-standard 160-acre, more or less, spacing and 
proration unit in the Bone Spring formation, comprised of the E/2 W/2 of 
Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New 
Mexico; and, pooling all mineral interests in the Bone Spring formation 
underlying this proposed non-standard spacing and proration unit for the 
development of the Lea 7 Federal Com 2H.

This application has been set for hearing before a Division Examiner at 
8:15 a.m. on July 20,2017. The hearing will be held in Porter Hall in the Oil 
Conservation Division’s Santa Fe Office located at 1220 South Saint Francis 
Drive, Santa Fe, New Mexico 87505. As a party who may be affected by this 
application, we are notifying you of your right to appear at the hearing and 
participate in this case, including the right to present evidence either in support 
of or in opposition to the application. Failure to appear at the hearing may 
preclude you from any involvement in this case at a later date.

Pursuant to Division Rule 1208.B, you are further notified that if you 
desire to appear in this case, then you are requested to file a Pre-Hearing 
Statement with the Division not later than 5:00 PM on July 13, 2017, with a 
copy delivered to the undersigned.

Sincerely, Modrall Sperling 
Roeht Harris S Sisk P.A.

O
Sank of America Centre 
500 Fourth Street NW 
Suite 1000 
Albuquerque,
New Mexico 87102

POBox 2168 
Albuquerque,
New Mexico 87103-2168

Tel; 505.848.1800 
www.modrell.com



Affidavit of Publication

STATE OF NEW MEXICO 
COUNTY OF LEA

I, Daniel Russell, Publisher of the Hobbs 
News-Sun, a newspaper published at 
Hobbs, New Mexico, solemnly swear that 
the clipping attached hereto was published 
in the regular and entire issue of said 
newspaper, and not a supplement thereof 
for a period of 1 issue(s).

Beginning with the issue dated 
July 05, 2017

and ending with the issue dated 
July 05, 2017.

Publisher

Sworn and subscribed to before me this 
5th day of July 2017.

Business Manager

Sion expires

"OFFICIAL SfcAL
gussie black

Notary Public 

State of New
n^n.,^n g»t>lresCff*-7 l-*=.

t

This newspaper is duly qualified to publish 
legal notices or advertisements within the 
meaning of Section 3, Chapter 167, Laws of 
1937 and payment of fees for said

01104570 00196032

DOLORES SERNA
MODRALL, SPERLING, ROEHL, HARRIS & 
P.O. BOX 2168
ALBUQUERQUE, NM 87103-2168
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