S5 CONCHO

July 23, 2013

Vig Certified Mail, Return Receipt Requested
No. 91 7199 9991 7030 0514 4082

State of New Mexico Qil Conservation Division
1220 South St. Francis Drive

Santa Fe, NM 87505

Re: Order of the Division No. R-13682

Case No. 14945, Application of COG Operating LLC for a

Non-Standard Spacing and Proration Unit and Compulsory
Pooling, Lea County, New Mexico
(Warhawk 3 Fed Com #1H)

Gentlemen:

Pursuant to Order No. R-13692, paragraph (9), enclosed is a copy of the itemized schedule of estimated
costs of drilling, completing and equipping the proposed well {“well costs”) previously mailed to the
pooled working interest owners.

Should you have any questions, please do not hesitate to contact me at {432} 688-6609 or
bhull@concho.com.

Sincerely,

COG OPERATING LLC
Brittany Hull
Land Coordinator — NM Basin
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Cotporate Address: One Concho Center 600 West Illinois Avenue

Midland, Texas 79701

pionE 432.683.7443  eax 432.683.7441
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June 5, 2013

——r———r——

VIA CERTIFIED MAIL
Uncommitted Working Interest Qwners
Listed on Exhibit “A”

RE:  Zeus 1932 Prospect (717093)
Warhawk 3 Federal Com #1H
N2N2 of Section 3:T19S-R32E
Lea County, New Mexico

Gentlemen:

Pursuant to that certain Compulsory Pooling Order No. R-13692 (the “Order”), dated April §, 2013, COG
Operating LLC (“"COG”) has been granted approval to drill the subject well as follows:

COG hereby proposes the drilling of a horizontal well 1o a depth sufficient to adequately test the 2™ Bone
Spring formation at a total measured depth being approximately 14,020°. The surface location for this
well is proposed at a legal location in Unit ID with a bottom hole location at a legal location in Unit A (see
attached plat for further detail), with the dedicated project area being the N2N2 of Section 3, Township 19
South, Range 32 East, Lea County, New Mexico. Included herewith is our Authority for Expenditure
(*AFE”) in the gross amount of $6,272,000.00, being the total estimated cost to drill and complete said
well.

COG is proposing to drill this well under the terms of a modified 1989 A.AP.LL 610 Model Form
Operating Agreement, which is enclosed herewith for your review and execution. The Operating
Agreement governs the N2 of Section 3, Township 19 South, Range 32 East, Lea County, New Mexico.
Please have the appropriate party execute, notarize and return one (1) original of each signatory page,
being the Operating Agreement and Recording Memorandum or Exhibit “H”.

Please indicate your participation election in the space provided on the following page, sign and return
this letter, along with a signed copy of the enclosed AFE and a copy of your geologic well requirements,
to my attention at the letterhead address. You may also {ax your response to 432.221.0856 or by email to
chopson@concho.com. Il you do not wish to participate in the proposed operation, please be aware that
the non-participating interest will be subject to the Order (see attached Order for further detail).

Should you have any questions, please do not hesitate to contact me at 432.686.3049.

Sincerely,
COG Operating LL.C

Oateh Mopoorss-

Caleb Hopson
Landman

Ch/
Enclosures:

Corporate Address: One Conche Center 600 West lllinois Avenue  Midiand, Texas 797C1  ruone 432.683.7443 520 432,683 7441



Company:

By:

I/We hereby elect to participate in the Warhawk 3 Federal Com #1H.

I/We hereby elect to panicipaté inn the Warhawk 3 Federal Com #1H, plus acquire the
proportionate share of any non-consent interest.

I/We hereby elect NOT to participate in the Warhawk 3 Federal Com #1H.

Name:

Title:

Date:
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EXHIBIT “A”

Uncommitted Working Interest Owners

Helen G. Newell
2202 Boyd Street
Midland, Texas 79701

Larry Newell
1401 Thomas Place
Fort Worth, Texas 76107

Larry Newell, Individually and

as Executor of the Estate of Clay Newell
1401 Thomas Place

Fort Worth, Texas 76107

Kenneth L. Hewitt

127 Peachtree Street

14" Fioor Candler Building
Atlanta, Georgia 30342

S & C Construction, Inc.
P.O. Box 1509
Whitefish, Montana 59937

Carol Louise Johnson Revocable Trust (2004),
Carol Louis Johnson, Trustee

1617 Valdez, N.E.

Albuquerque, New Mexico 87112

Estate of William C. Johns, M.D.
1019 Douglas Avenue
Las Vegas, New Mexico 87701

Estate of James S. Shortle, M.D.
717 Encino Place NE, Suite 35
Albuquergue, New Mexico 87012

Schultz Properties, LLC
100 N. Pennsylvania
Roswell, New Mexico 88203

Endurance Resources LLC
203 W. Wall 5t.

Midland, TX 79707
Attention: Jason South
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COG OPERATING LLC
AUTHORITY FOR EXPENDITURE

DRILLING

WELL NAME: WARHAWK 3 FED COM #1H PROSPECT NAME: ZEUS 717093
SHL: 780 FNL & 170 FWL STATE & COUNTY: New Mexico, Lea
BHL: 380 FNL & 330 FEL QBJECTIVE: DRILL AND COMPLETE
FORMATION: 2ND BSS CEPTH: MD-14,020' PH-TD 9.820°
LEGAL: 3-198-32E TVD: 9,410
INTANGIBLE COSTS BCP ACP TOTAL
Tille/Curative/Parmit m 11,000 11,000
Insurance 202 5000 302 5,000
Damages/Right of Way 203 15,000 303 15,000
Survey/Stake Location 204 7,000 304 7.000
Location/Pits/Road Expense 205 100,000 305 25,000 125,000
Drilling / Completion Overhead 206 6,000 308 6,000
Tumnkey Conlract 207 0 307 0
Footage Contract 208 0 308 G
Daywork Conlract 209 479,000 309 478,000
Directional Drilling Services 210 146,000 310 148,000
Fuel & Power 21 142.000 211 10,000 152,000
Water 212 125000 312 175,000 300,000
Bits 213 87,000 313 4,500 91,500
Mud & Chemicals 214 100,000 314 300.03C¢
Drifl Sterm Test 215 0 35 o
Coring & Analysis 218 0 0
Cament Surface 27 40,000 40,000
Cement ntermedi 218 75,000 75,000
Cement 2rd Intermediate/Produciion 218 0 319 125.000 125,000
Cement Squeeze & Other (Kickoff Plug}) 220 40,000 320 40,000
Float Equipment & Centrali 2 35000 321 20,000 55.000
Casing Crews & Equipment, 222 20,000 322 20.000 40,000
Fishing Tools & Service 223 0 323 0
Geologic/Engineenng 224 0 324 [i]
Contract Labor 225 10,000 325 140,000 150,000
Company Supervision 225 0 326 0
Contract Supervision 227 38,000 327 50.000 58,000
Testing Casing/Tubing 228 7,000 328 7,000
Mud Logging Unit 229 22,000 329 22.000
Logging 230 100.000 330 10,000 110,000
Perorating/Wireling Services | 15,000 331 100,000 115,000
Stimulation/Treating 0 332 1,400,000 1,400,000
Completicn Unit - 0 333 50,000 50.000
Swabbing Unit 0 334 0
Rentals-Surface 235 135000 335 250.000 345,000
Rentals-Subsuriaca 236 135.000 336 40.000 175,000
Trueking/ForkliftyRig Mobitization 237 140,000 337 25,000 165,000
Welding Services 238 5000 333 7,500 12,500
Water Disposal 239 0 339 220,000 220.000
Plug to Abandon 240 0 340 ]
Seismic Analysis 241 0 241 [1]
Closed Loop & Environmenlal 244 150,000 344 10,000 150,000
Miscellaneous 242 (0 342 [1]
Contingency 243 110,000 343 150,000 260,000

TOTAL INTANGIBLES 2,300,000 2,832,000 5,132,000
TANGIBLE COSTS
Surface Casing 401 25,000 29,060
Intermediate Casing 402 106,000 503 106,000
Produclion Casing 0 503 218,000 216,000
Tublng 0 504 57.000 57.000
Wellhead Equipment 405 20006 505 35.000 T s5000
Pumping Linit G 506 115,000 115,000
Prime Mover 0 507 20.000 20,000
Rods Q 508 45,000 45,000
Pumps o 508 125,000 125,600
Tanks 0 510 75,000 75,000
Flowlines ¢ 511 50.000 50,000
Heater Trealer/Separator o 512 55,000 55,000
Elecirical System G 513 0
PackersfAnchorsiHangers 414 o 514 1,200 1.200
Couplings/Fiitngs/Valves 415 0 515 125,000 125,000
Gas CompressorsiMeters 0 516 8,100 8,100
Dehydrator 0 517 [1)
Injection Plany/CO2 Equipment ¢ 518 0
Miscellaneous 419 0 518 0
Conlingency 420 8,000 520 47,700 55,700

TOTAL TANGIBLES 163,000 977,000 1,140,000

TOTAL WELL COSTS 2463 1,809,000 6,272,000

COG Operaling LLC

Date Prepared.  6/3/2013

COG Operating LLC
We approve:
% Weorking Interast By. Tim Smith SH

Company,
By.

Printed Name:
Title: This AFE is only an estimate. By $igning you agree (o pay your share
Date: of ha actual costs incurred.




]

STATE O NIEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENY
O1L CONSERVATION DIVISION

IN THE MATTER OF THE HIEARING
CALLED RBY THE O}, CONSERVATION
DIVISION  FOR THE  PURPOSE OF
CONSIDERING:

CASE NO. 14045
ORDER NOR-136%2

APPLICATION OF COG OPERATING LLC TOR A NONSTANDARD
SPACING AND PRORATION UNIT AND COMPULSORY POGLING, LA
COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THI DIVISION:

This cagz came on for hearing at &[5 aan, on Janvary 24, 2013 at Santa o, Hew
Mexico, before Examiner William V. Jones,

NOW, on ihig §" day of Apnl, 2013, the Division Director, hoving considerad the
testimony, the record and the recommendaiions of the Examiner,

(N Due public notice has been given, and the Division has jurisdiction of this
case and of the subject matter.

(2) COG Opzrating LLC ("Applicant”™), seeks approval of a non-standard 160-
acre oil spacing and provation wnit and project arcs (Mthe Unit") in the Bons Spring
formation [North Lusk-Bone Spring Poel (41450)] consisting of the N/2 of the N/2 (Units
A, B, Cand D) of Section 3, Township 19 South, Range 32 East, NMPM, in Lea County,
New Mexico. Applicant further secks an order poeiing all uncommitled intereats in the
Unil 1 the Bone Spring formation.

(3) The Tnit is 1o be dedicated 1o Applicant’s Warhawl 3 Federal Com. Well
No. 1H (AP No, 30-025-40635) (“the proposed well"). a horizental well (0 be dritied
from a standard surface focation 780 feet {rom (he North line and 170 feat from the Wes
line (Unit D) of Section 3. The well will penctrate the Bone Spring formation in Unit D
of Section 3 and continue horizontally in the Bone Spring to o standurd terminus, or
bottomhole location, 380 feet from the North line and 330 feet from the East line (Unil



Cuse No. 14945
Order No, B-13692
Page 2 of 6

A) of Section 3. The well’s completed interval will be eatirely within the 330-Tool
setbacks from the outer boundaries of the well's project wrea.

(4)  There are no special pool rules for the North Lusk-Bone Spring Pool.
Accordingly, spacing is governed by stalewide Rule 19.15359.A NMAC, which
provides for standard 40-acre upits, cach comprising a governmental quarter-quarter
section. The Unit consists of four adjacent quarlar-quarter seclions.

(5) Applicant appeired at the haaring (hrough counssl aud presented geologic
cvidence by afftdavit 1o (he elfeet thai:

(2} this wres s sutiable for development by horizoentad drilling: and

(b) all guarler sections 10 be mctwclad in the Unit are expesicd o be
productive in the Bone Spring, so that formation of the Unit a8
reguesicd will not lmpair correlative rights.

(6) No cther pacty appzirad at the hearing, or etherwise opposed the granting

of this application.
The Division concludes that:

(7 Approval of the proposad non-standard unit will enable Applicant to drili
a horizantal well that will efficiently produce the reserves undertying the Unit, thereby
preventing waste, and wili not nnpair carrelative rights,

{8} Two or more separately ownsd tracts are embraced within the Unit, and/or
there are royalty interests and/or undivided interesis in oil and gas minerals in one or
more tracts included 1 the Unit that are separately owned.

(9) Applicant is an owner of an oil and gas working interest within the Unit.
Applicant has the right to drill wnd proposes to diill the proposed well to o common
source of supply within the Unit at the propossd location.

(10)  There are interest owneis in the Unit that have not agiced to pool their
interests. There are also unlocated owners in the Unil. Accowdingly, provision should be
made 1o escrow funds for the account of such owners.

(1) To avoid the driiling of unnecessary wells, protect correlative rights,
prevent wasle and afford (o the owner of cach interest in the Unit the opportunity 10
recover or receive withoul unnecessary expensc its just and 7air share of hydrocabons,
this application should be approved hy pocling all uncommilted interests, whatever they
may be, i the oil and gas within the Unit.

(12)  COG Operating LLC should be designated the operalor of the propused well
and of the Unit.



Cease No. 14945
Order No. R-13092
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(13)  Any pooled working mlerest owner who does nol pay i share of
estimated wetl costs should have witizheld irem production its share of reasonable well
costs plus an wdditional 200% thereo! 03 o reasonable charge for the risk involved in
drilling the well.

(14} Reuasonable charpes for supervision (combingd Tixed rates) shoeld be lexed
al $6.300 per month white drilling ciwd $650 per month while producing. provided that
these rates shoudd be adjusted anually pursuact o Seciton HELA 3 of the COPAS [orm
Hiled “Accounting Procedure-deais Dperations.”

1y A nonsstandard T60-nore oil spacing and provation eait (the Uail)
heraby m‘.mhmf‘{l in the Bonz Spring formetion {North Lusk-Bone Spring Pool (41450}}

zonsisting of the N/2 of the N/2 {Uniis A, 2, Cand D) of Seclion 3, Townslip 1Y Souatly,

Range 32 Last, Ni ‘in'\'l in Lea County, New vaxico.

O, all wnconnmitiad
ne Spring formation

(2) Pursuant 1o the aoplicadon of COG Operating 1Lt
imerests, whatever they may be, v e o and gas in ths Bo
unczartying the Unit, are hereby ,.-omltzd.

(3) The Unit shall be dedicoted 10 Applicant’s Warhawk 3 Federal Com. Well
No. TH (AP No. %{J~025-4U6’h} (fihe ]rl opossd well"), a borizonial well to be drillzd
from a standard surface location 780 fuat from the North line and 170 feet {rom the West
fine (Unit ) of Ssction 3. The well will penetrate the Bone Spring formation in Unit D
of Section 2 and continue horizontaily in the Bone Spiing o a siandard lemminus, or
hottomhole location, 380 feet from the North line and 330 fect from ilic Bust line {Unit
A) of Section 3. The well’s completed mwerval will be entirely within the 330-Toot
etbacks from the onter boundaries of the well's project wren.

(4) The opsrator of il Unit shall comsmence driliing the propossd well on or
belore. Apiil 1, 2014, and shall thereafler continue drilling the well with dee diligence 0

test the second Bone Spring sand.

(5) In the event the operator dozs not commmence drilling (he proposed well on
or belore April 1, 2014, Ordering Paragrephs (1) and (2) shall be r_,i no effect, unless the
aperaior oblains a time extension from the Division Direclor for good cause du.mr_msu‘zucd
by satisfactory evidence.

(0) Should the preposed well not be drilled and completed within 120 days
aftzr commencement thercof, then Ordering Puragraphs (1) and (2) shall be of na further
effect, and the unit and project avea crented by this order shall terninate, uniess operalor
appears before the Division Director and abtaing an extension of the time for completion
of the proposed well for good cause shown by satisfactory evidence. If the proposed well
is not compleled in all of the quarler-quarter sections included in the proposed vnit within
120 days after commencement of drilling, then the operator shall apply to the Division
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Order No, R-13692
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for an amendment to this Order 1o contract the Untl so that it includes only thoss quarter-
guarter sections in which the well is compleled,

(7) Upen final plugging and abandenment of the proposed well and any other
well drilled on ihe Unit pursuant o Division Rude 13.9, tis pooled untt created by (his
Order shall terminaic, eniess this orcer has veen amended o anthorize further operations

(8) CCGG Dporating LLC (OGRID 229137 s herchy designaled the opeiator
of the well and of the Uni,

3! Aller pooling, uncommitied working utorest cwners are relerred 10 s
pooled working interes: owners, (Pooled working inferese owners” we owners ol
working interasts o the Unit, including nnicased mineral interests, who T Nk it ies 1o
an operaling agresment governing the Unit)  Aller e elfective date of this ordar. the
operator shall furnizh the Division and cach koown peoled working interest owner i the
Unit an jtemized schadole of sstimated costs of dilling, compieting mnd eguipping the
proposed well ("welil cosis™).

(10y  Within 30 days Tron: ihe dale the sthedule of estimated well costs is
furnished, any pooled working interast owner shall have the right 1o pay its share of
estimated well costs 10 the operator in bon of paying it share of reasonable well cosis owt
of production ag hereinaiter provided, and any such owner whe pays its share of
estimated well cnztc as providzd oheve shall remain Bable for operating cosis hut shall
nol be liabie for charges. Pooled worliing inferesi owners who elect nol (o pay their
share of esumated (-IJ cosis a8 provided i this puragraph shall thereafler be relerrad Lo
a8 "non-consenting working inerast owners.”

(11} The operator shatl furnish the Division and sach known pooled working
interest owner (insinding noa-consenting working inierest owners) an iremized schedule
of actual well costs within 90 deys {ollowing conpletion ol the proposed well. I no
objection to the actual well cosls is reccived by the Division, and the Division has nol
objected, within 45 days foliowing receipt of the schadule, the actual well costs shall be
deemed to he the l&t&(hlub]v well costs, 1F there is an objection (o aclual weli costs within
the 45-day period, the Division will detzrming reasonable well costs after public nolice
and hearing.

(12)  Within 60 days foilowing determination of reasonable well costs, any
pooled working interest owner who has paid its share of estimated costs 1In advance as
provided above shall pay o the cperator its share of the amount that reasonable well costs
exceed estimaled well costs and shall receive from Lthe operator the amouit, 1 any, (hat
the estimaled well costs it has puid exceed its share of reagonable well costs.

{13y The operator is Lereby authorized to withhold the ollowing costs and
charges from produclion:
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fu) the proportionuate slue of reasonalile well cosis
atfeibutable o cach non-consenting waoiling inicrest

oz nei

by aw o clinrge for G risk involvad i driliing the wall,
2005 of the above costs,
(143 The operator shali disgibuie the costs and ehiarges withheld Trom

production, proportinaately, (o e paries who advanesd vl costs,

. r Dy -
are hoerely

(15 Reosonuide o 5 for s-t:-iv-'“-"'"icm (wombined [imed
xed al $6,500 por month while diilling eid $O50 par month while p:w '
that these rates shall be adjosted aomudly puesnent (o Secion JLT A of the COPAS

form tdsd “Aecerniing Frocedurs Join Goeraticns.” The oporaior 15 authorized o

1, provided

withbiold o pendusnon the propordonute shore of buth the sup2rvigion charpes and the
eouired for enevaiing the well, nol Lo excess of what are reasonsble,

clual expendivres
a!mlmamf Lo paeled working s

Y OWHIICTS,

as provided in Paragraphs (17) apd (15) above, all proceeds rom

production from lli{' well tha are ned Jisbiosad foi aoy reason shall be placed in escrow
in Lea County, New Mexico. 10 ba paid o the true ewnes thereol vpon demand and proofl
of ownership. The operaior shall notify the Divigion (Atention: Records Clerk) of the
same and address of the zorow ngant no! Jater than one yeor o the date of issuance of
this Orider.

0

(17  Shouki all the parties @ this “r)r-mu?qm‘v coling order reach voluniary
agrecinent subsequent to entry of iis order. this erdsr shall thereufler be of 5o further

cifect.

(18} The operator of the well and Usit shall notify the Division in writng of
the subscquent voluntary agresment of all partics suliect o the compualsory pooling
provisions of this order.

(19)  This Order s subiect (o wpproval of the United States Burean of Land

at

Mauanagement,

(20)  Jurisdiction of this case is retuned for (he enlry of such further orders as
the Division may deem necessary.
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A.AP.L.FORM 610 - 1989
MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED
| October 3 , 2012

Year

l OPERATOR COG Operating LLC

' CONTRACT AREA _Township:19 South, Range 32 East

Section 3: N/2

COUNTY OR PARISHOF _Lea

COPYRIGHT 1089 - ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD.
FORT WORTH, TEXAS, 76137, APPROVED FORM.

AAPL NG, §10- 1989

,STATEQF New Mexico
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between __ COG Operating LLC ,
hercinafter designated and referred to =s "Operator,” and the sigoatory party or parties other than Operator, somstimes
hercinafter referred to individually as "Non-Operator,” and collectively as "Non-Operators.”

WITNESSETH:

WHEREAS, the partics to this agreement gre owners of Oil and Gas Leases andVor Oil and Gas Interests in the Jand
jdentified in Exhibit “A,* and the perties hereto have reached on agreement to explore and develop these Leases andior Ol
und Gas Interests for the production of Qil and Gas to the cxtent 4nd as hereinafter provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L.
DEFINITIONS

s used in this egreement, the following words and terms shall bave the meanings here ascribed to them:

A. The term "AFE" shall mean an Authorty for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs 10 be incurred in condueting an operation herrunder.

B. The tenm "Completion” or "Completc” shall mean o single operation intended to complcte a well 25 a producer of Oil
and Gas in one or more Zones, including, but not limited to, the setting of production casing, perforating, weil stimulaticn
and produttion testing conducted in such cpemtion.

C. The lenn "Contract Area® shall mean 2l of the lands, Oil snd Gas Leases andfor Oil and Gas Interests intcaded to be
developed and operated for Qil ond Gas purposes under this agrecmeént.  Such lands, Oil and Gas Leases and Oii and Gas
Interests are described in Exhibit "A"

D, 'The term "Decpen” shall mean a single operation whereby a well is drilled to an chjective Zone below the deepest
Zont in which the well waz previously drilled, or below the Deepest Zanc proposed in the associated AFE, whichever is the
lesser.

E. The terms "Drilling Panty” and "Consenting Party" shall mean a party whe agrees to join in and pay its share of the
cost of ony cperation conducted under the provisions of this agreement.

F. The term "Drilling Unit" shall mcan the area fixed for the drilling of one well by order or rule of any state or federat
body having suthotity. If 3 Drilling Unit-is not fixed by any such mule or order, a Drilling Unit shall be the drilling unit as
estabiished by the puttem of drilling in the Contract Area unless fixed by express agreement of the Diilling Parties.

G. The tenm *Drillsite” shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be
|oeated,

H. The term "Initia} Well" shall mean the weil required to be drilled by the partics hereto as provided in Article VLA,

. The term "Nen-Consent Well” shall mean a well in which less than afl parties have conducted an operation as
provided in Article VIB.2.

1. The tenns "Noo-Drilling Party® end "Nen-Consenting Party" shall mean a party who clects net to pnrliéipat: ina
proposcd opcration.

K. The term "Qil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or all ather liquid or gaseous
hydrocarbons and other masketable substances produced therowith, unless an intent to limit the inclusiveness of this term is
specifically stated.

L. The term “Qil and Gas Interests” or “Interests" shall mean unleased fee and mineral interests in Oil and Gas in tracls
of land lying within the Contraci Area which are owned by partics to this agreement.

M., The tenms "Oil and Gas Lease,” "Lease” and "Leaschold” shall mean the oil and gas Jeases or interests therein
covering tmcts of land lying within the Contrct Arca which ore owned by the partics (o this agrecment.

N. The term "Plug Back" shall mean » single operation whereby a deeper Zone is abandoned in order (o aftempt a
Completion in a shallower Zone.

0. The term "Recompletion” or "Recomplete" shall mean an operation whereby a Completion in onc Zone is abandened
in order 10 attempt n Completion in o difTerent Zone within the existing wellbore.

P. The ferm "Rework” shall mean an operation conducted in the wellbore of a well ater it is Completed to secure,
restore, or imptove production in a Zone which is cumently open te production in the wellbore. Such cperations include, but
are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, R pleting, or Plugging Back of a wel!.

Q. The term "Sidctrack™ shall wiean the directional contrel and intentional deviation of a well fram vertical so as fo
chanpe the bottom hole Jocation vnless done to straighten the hole or drll aoupd junk in the hale to overcome other
mechanical difficulties.

R. The term "Zone® shall mean a stratum of earth containing or thought to contain a common accumulation of 04l and

e e T e el b SR et o sl G
g e termVertical W‘ * shall mean gp?' Well other than a ﬁm‘-?;omalw‘ll. P
Unless the context otherwise clearly indicates, words used in the singufar include the plural, the word “person” includes
natural and artificial persans, the plumt includes the singular, and any gender includes the masculine, ferninine, and neuter,
ARTICLE IL.
EXHIBITS
The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
X A. Exhibit *A,"” shall include the follawing information:
(£} Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Parties to agreement with addresses end telephone numbers for notice putposes,
(4} Percentages or fractional interests of parties to this agreement,
{5} Gl and Gas Leases and’or Dil and Gas Intertsts subject to this agreement,
{6) Burdens on production.

X B. Exhibit "B," Form of Leasc.
X  C. Exhibit"C," Accounting Procedure.
X D. Exhibit "D," Insurance.
X__ E. Exhibil *E," Gas Balancing Agreement.
X __ F. Exhibit "F,” Non-Discrimination and Certification of Nen-Segregated Facilities.
one_ GrEahibit- "G TonP hi
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burden also shali be deerned a Subsequently Created Interest. to—the—extant—such—burden—causes )
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If any provision of any exhibit, except Exhibits "E," "F" asd—"G."-is inconsistent with any provision contained in
the body of this agresment, the provisions in the body of this agreement shall prevail.
ARTICLE III.
INTERESTS OF PARTIES
A. Oil and Gas Interests:

If any party ewns an Oil and Gas Interest in the Contract Arca, that Interest shall be treated for all purposes of this
apreement and during the term hereof as if it were covered by the form of Oil and Gas Lease attached hercto as Exhibit “"B.”
and the owner thereaf shali be deemed to own both reyalty interest in such lease and the interest of the lessee thereunder,

B. Interests of Farties in Costs and Production:

Unless changed by other provisions, ali cests and liabilities incurred in operations under this agreement shall be borne
end paid, and all cquipment and materizls acquired in operations cn the Contract Area shall be owned, by the parties as their
interests are set forth in Exhibit "A" [n the same manner, lhe parties shall also own all production of Qil and Gas from the
Contract Aren subjest, however, to the payment of royalties and other burdens on poduction as described hereafter.

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or ether
burdens may be payable and cacept as otherwise expressly provided in this agresment, cach patty shall pay or deliver, or
causz to be paid or delivered, all burdens on its share of the production from the Contract Area wp-—-io—bui-nt-in—ensess—of;
and shall indemnify, defend and hold the other parties free from eny liability therefor,
Except as otherwise expressly provided in this agreement, if any party has contributed hertto acy Lease or Interest whish is
burdened with any rtoyalty, overriding royalty, production payment or other burden on production in-exeess—ei—the—athounis
stipulated-above—such party so burdencd shall assume sad alone bear all such excess—cbiigations and shall indemnify, defend
and hold the other parties hereto haomless from any mnd all elaims attributable to such éssess—burden. However, so long as
the Drilling Unit for the productive Zone(s) is identical with the Contract Area, cach party shall pay or deliver, or cause to
be paid or delivered, all burdens on production from the Contract Azez due under the tenms of the Oil and Gas Lease(s)
which such pary hns contributed to this agreement, and shall indermify, defend and hold the other parties free from any
liahility therefor.

No party shall ever be responsible, on a price basis higher than the price received by such party, to any other party's
Jessor or Toyalty owner, and if such other party's lessor or royalty owner shosld dewnand and receive settlement on a higher
price hasis, the party contributing the affected Lease shall bear the additional royalty burden ettributable to such higher prize.

Nothing contained in this Article 1IL.B, shall be deemed on assignment or cross-assignment of interests covered hereby,
and in the ¢vent two of mofe petties contribute to this agresment jointly cwned Feases, the parties' undivided interests in
said Leaseholds shail be deemed separatz leasehald interests for the purposes of 1his agreement.

C. Subsequently Created Interests:

1f any party has contributed hereto a Lease or Inferest that is burdencd with an assignment of production given as sccurity
for the payment of money, or if, afer the dete of this agreement, any party creates an oversiding royalty, production
payment, net profits interest, assignment of production or other burden payable out of production attributable to its working
interest hercunder, such burden shall be deemed & "Subsequently Created Interest”  Further, if aoy party has cootributed
hereto a Lease or loterest burdened with anm overriding toyalty, production payment, net profits interests, or other burden
payable out of production created prior to the date of this agreement, and such bumden is not shown cn Exhikit A" such

s 3 a—aueh _pastlc
Py

Lease orlnterestio-excend-the-amount-stipulated-in-Articls-Hl-H-abeve-

The party whose interest i5 burdened with the Subsequerly Created Interest (the "Burdened Party"} shall assume and
slone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defeod and hold harmless the other
parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, ils share of expenses
chargeable hereunder, all provisions of Aricle VILB. shall be enforceable against the Subsequently Created Interest in the
same¢ marner 28 they are enforceable against the working interest of the Burdened Pary, If the Burdened Pary is required
under this agreement to assign or relinguish w any other party, or pacies, nll or a portion of its working interest and/or the
preduction attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold hanmless said other party, of
partics, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLEIV.
TITLES
A. Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and,
if a majority in intcrest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire
Drilling Unit, or maximun enticipzted Drilling Urit, of the well.  The opinion will include the ownership- of the working
interest, minerals, royalty, ovemiding royalty and production payments under the applicable Leases. Each party contributing
Leases and/or Gil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shall fumish to Operator
all abstrecls (including federal lease status reports), titic opinjons, title papers and curative material in ils possession [ree of
charge. Al such information not in the possession of or made avsilsble to Operator by the parties, but necessary for the
examination of the title, shall be obtained by Operator. Operator shall cause, title to be examined by attormeys on its staff or
by cutside attomeys. Copics of all title opinjons sl&ali b'cdﬁ‘bmiih:d to each Drilling Party. Costs incuned by OQpemtor in
procuring  absteeets, fees paid outside attomeys Iu?nrmthﬁ'z er:xE?m:e:?lion (including preliminary, supplemental, shut-in royalty
opinions and division order title cpinions) and other direct charges s provided in Exhibit “C" shall be bome by the Drilling
Paries in the proportion that the intersst of each Drilling Party bears to the total interest of all Drilling Parties as such
interests appear in Exhibit "A." Operator shall.make no charge for scrvices rendered by its staff attorneys or other personnel
in lﬁe Pirformancc of the abave functions. . Title examingtion on any Drillsite or Drilling Unit shall be at the discretion of Operator if

suach title is common with another Drillsite ar DRling Onif on wiiich TTE €Xamnaron oS Dee €
Each party shall be responsible for secoring cumtive matter and pooling amendments or agreements required in

connection with Leases or Oil and Gas Interests contributed bmuﬁl}‘
attempt to scoure curative matter regulred in_conneclionwith -
| 5 T

and recording of pooling designations or declamtions and communitizetion sgreements as well as the conduct of hearings
before govemmental agencies for the securing of spacing or pooling orders or any cther orders necessary or appropriate to
the conduct of operations hersunder. This shall net prevent any perty fom appearing on its own behalf at such hearings.

_2-
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) . ani hrokers . . .
1 | Costs incurred by Operator, including fees paid 1o outside attomneys /, vM’ch sre mssociated with hearings before governtnental

2
3
4
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6
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agencies, and which costs are nocessary and proper for the activities contemplated uoder this sgreement, shall be direot
charges 1o the joint account and shall not be cevered by the administrative overlicad charges as provided in Exhibit "C."
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Operator shall make no charge for services rendered by its staff attomeys or other personnel in the performance of the above
functions.

No well shall be drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been examined ps above provided, and (2) the title has been approved by the examining altorncy or title has been accepted by
Operator. all-of-the DrillingPastios-insuch-well
B. Laoss or Foilure af Title:
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3—Gther=Losses: All losses of Lesses or Interests conmited fo this agreement —~other—than—those—smt—forth-in—Artieles
Ve b—and—P.B2—above—shall be joint losses and shall be bome by alt parties in proporiion to their interests shown on
Exhibit "A." This shall include but not be limited to the loss of any Lease or Intersst through feilure to develop or because
¢xpress or implied covenants have nol been perfonmed (other than performance which requires only the payment of money),
and the loss of any Lense by expimtion m the end of its primary term if it is not rencwed or extended. There shall be no
rentjustment of interests in (he remaining pastion of the Contract Area an account of any joint loss.

4. Curing Title: In the event of a Failure of Title uaderAricie-R5Bd—or o loss of title under-Aaticle-DEB-2gbova—any
Lease or Inlcrest acquired by any pary herclo (ather—than-iha—party—whose—interest—tas—failed—or—was—ost—durng—(he—ninety
(#0)}~day-period-pravided—hy—Article LR A—ard—Arisle Bl —wbove-cavering all or 2 portion of the interest thet has failed
or was lost shall be offersd—ni—sost—to-the-pary-whoss-interast—hae- filed-or-was-Jast-and / lsh:b pr\svlsmns of Asticle VIIL.B.
shall-notapply-to-such-soquisition:
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ARTICLE V.
OPERATOR .
A. Designation ond Responsibilities of Operator:

COG Operating LLC shall be the Operator of the Contract Area, and shall cendust
and direct and have full comtrol of all operatipns on the Contract Area as permitted and required by, and within the limits of
this ag In its perft of services hereunder for the Non-Operaters, Operator shall be an independent cantractor
not subjeet o the control or direstion of the Non-Operaters except as to the type of operation o be undertaken in ccordance
with the election procedurcs conteined in this agresment.  Opermtor shall oot be deemed, or hold itsell out as, the agent of the
Non-Opentors with auchority to bind them to any cbligation or liability assuined or incumed by Operator as to any third
porty.  Operator shall conduct its activilies under this agreement @s a reasonable prudent operator, in a good and workmanlike
menner, with due diligence and dispatch, in accordance with good cilficld pmectice, and in compliance with applicable law and
repulation, but in no event shall it have any liability as Operator 10 the other parties for losses sustained or lisbilities incurred
except such as may result from gross negligence or willful misconduct,

B, Resignation or Removal of Operator and Selection of Successor:

|, Resignation or Remaval of Operator; Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Opentar, Operator shali be deemed 10 have resigned without any action by Non-Opemators, except the selection of &
successor. Qperater may be removed only for good cause by the affinnative vote of Non-Operators owning a majority interest
based on ownership as shown on Exhibit "A“ romaining after excluding the voting interest of Operator; such vote shall not be
dremed effective until a written notice has been delivered to the Operator by a Non-Operatar detailing the alleged defoult ond
Operator has failed to cure the defoull within thirty (30) days from [s rcccipt of the notice or, if the default concerns an
operation then being conducied, within forty-eight (48) hours of its receipt of the notice. For purposes fiereof, “good cause” shall
wiean aol only gross negligence or willful misconduct but glse the materizl breack of or inability o meet the standards of
opetation contained in Asticle V.A. or material failure or inability to pecform its obligations under this agreement,

Subject 10 Article VILD.],, such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first
day of the calendar month following the expimtion of ninety (50) days afer the giving of notice of resignation by Operator
of nction by tht Non-Opcmiors to remove Cperater, unless a sweressor Operator has been selected and assumes the duties of
Operstor at an earlier date. Opemtor, after cffective dat= of resignation ot removal, shal] be bound by the terms hereof as a
Ne erutor. A change of a corporate name or structure of Operator or transfer of Operator's interest to any sinple
I?EEs:Slg'ry. parent or successor sorporation shali not be the basis for removal of Operator,

2. Selection of Successor ngtar: Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operaior shall be selected by the parties. The successor Operator shail be selected from the parfies owning an
interest in the Contract Area at the time such successor Qperator is selected. The successor Operator shall be selected by the
z{linmative vote of two (2} or more pastics owning a majority interest based on ownership as shown on Exhibit "A";
provided, however, if an Opemtor which has becn removed or is decmed to have msig-:'md fails t0 voic or votes only to
succeed dtself; the succcssor Operator shall be selected by the affimative vate of the party or parties owning a majority
intcrest based on ownership as shown on Exhibit "A" rempining after excluding the voting interest of the Operator that was
removed or rcsigned. The former Opemtor shall promptly deliver to the successor Operator all records and data relating fo
the operations conducted by the former Opcrator to the extent such records and data are not slready in the possession of the
successor operator.  Any cost of oblaining or copying the former Operator's records and data shall be charged to the joint
account.

3. Effect of Bankpuptcy; If Operator becomes -insolvent, bankmupt or is placed in receivership, it shall be decmed to have
tesigned without any action by Non-Operators, except the selection of a successor. [If a petition for relicef under the federal
bankruptey laws is filed By or against Operator, and-the removal of Operator is prevented by the federal bankruptey cour, all
Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has elected to rcject of
assume this agreement pursuant o the Bankouptcy Code, and an clection to reject this agreement by Operater as 2 debior in
possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Nom-COperators,
excepl the sclection of a suceessor. During the petiod.of time the operating committes controls operations, all aclions shall
mequire the spproval of two (2} or more parties owning a majority interest bosed on ownership as shown on Exhibit "A" In
the event there are only two (2) pasties to this agmement, during the pericd of time the opcrting committes controls
operations, & thind party scccptable 10 Optmtor, Non-Opemtor and the federal bamdguptcy court shall be sclected as a

ber of the opemti ittee, and all actions shall require the approval of two (2) members of the operating
comaintes withowt egard for thrir interest in the Contract Area based on Exhibit "A."
C. Employees and Contractors:

The nuinber of employees or contractors used by Gpemator in conducting operatiens hereunder, their selection, and the
hours of labor and the compensation for services performed shall be determined by Operator, and all ‘'such employces or
contraciars shall be the employees or contractors of Operator.

D, Rights and Duties of Operator:

1. Competitive_Rajes_and_Use of Affiliatgs; All wells drilled on the Contract Area shall be drlled on a competitive
contract basis af the usual rates prevailing in the area. IF it so desires, Opomtor may employ its own tools and ¢quipment in
the driling of wells, but its charges therelor shall not exceed the preveiling rates in the area and—the—rate—cf such—sh
shall-be—agreed-upon—by— he—pasties—in-witing—before—drilling-opertions—ate d, and such wock shall be performed by
Operator under the same terms and conditions as are customary and usual in the area in conumcts of indcpoodemt contraclors
who are doing work of a similar natre.  All werk perfonmed or materials supplied by affiliates or relaied parties of Opemtor
stall be performed or lied at pelitive ‘rates, P to—written—agm t; and in accordance with customs and

(i

standards prevailing in the industey.

2. Discharge of Joint_Account Obligations: Except as harein otherwise specifically provided, Oparator shall promptly pay
uad discharge expenscs incumcd in the development and operation of the Contract Area pursuant to this sgreement and shall
charge cach of the purties hereto with their respective proportionate shares upon the expense basis provided in Expubit "C.*
Operator shall keep an accurste record of the joint account hereunder, showing expenses incurred and charges and credits
made and received, ’

3. Protection from Liens: Operator shall pay, or cause to be pnid, as and when they become due and payable, all accounts
of coniraciors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in
tespeet of the Contract Arca or any operations for the joint sccoumt thereaf, and shall keep the Contract Area free from
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liens and cocumbrances resulting themfrom except for those resulling from a bona fide dispute as o services rendered or
materials supplied.

4, Custody of Funds: Operator shail hold for the account of the Non-Openators any funds of the Non-Opcrators advanced
or paid 10 the Operator, cither for the conduct of opemtions hercunder or as a result of the sale of production fram the
Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid umil
used for their intended purposc or otherwise delivered to the Nen-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed to establish a fiduciary rlationship between Operator
and Non-Opemtors for any purpose other thap to account for Non-Opemtor funds as herein specifically provided, Nothing in
this paragraph shall require the maintenance by Operator of separale mecounts for the funds of Non-Opemtors unless the
parties otherwise speeificatly agree.

S, Access to Contract Area and Records; Operator shall, except s otherwise provided herein, permit each Non-Operator
or its duly authorized representative, at the Nen-Operator's sole dsk and cost, full and free mccess at all reasonahle times to

all operations of every kind and chamcter being conducted for the joint account on the Contract Area and to the records of
operations conducted thereon or production therefrom, including Opemator's books and records relating thereto.  Such pccess
rights shal} not be exercised in a imanner interfering with Operator's conduct of an operation hersunder and shall not obligate
Cperator to fumish any geologic or geophysical data of an intermpretive naturc unless the cost of preparation of such
interpretive data was charged to the joint account, Operator will fumish 1o cach Non-Opermtor upon request copies of any
and all reports and information obtained by Operater in connection with production and related items, incloding, without
limitation, meter and chart repotts, production purchaser statements, run tickets and monthly geuge reports, but excluding
purchase contracts and pricing information to the extent not applicable to the production of the Mon-Operator secking the
information.  Any audit of Operlors records relating o amounts expended and the sppropriatencss of such expenditures
shall be conducted in accordance with the pudit protocol specified in Exhibit "C.”

6. Filing and Fumishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to
each requesting Non-Opemtor not in default of its payment obligations, all operational notices, reports or applications
requited to be filed by local, State, Fedeml or Indian agencies of suthorities having jurisdiction over opertions hereunder.
Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

7. Drilling and Testing Operstions: The following provisions shall apply to each well drilled hereunder, including but not
limited to the Initial Well:

(a) Operator will promptly advise Non-Operators of the date on which the wcll is spudded, or the date on which
drilling operations arc commenced.

{b) Operator will send 1o Non-Operators such reports, test results and notices reganding the progress of operations on the well
as the Non-Opermators shalt bly request, including, but not limited to, daily drilling reports, comgletion reports, knd well logs.

{c) Operator shall adequately test 21 Zones encountered which may reasonably be expected to be capable of producing
Oil and Gas in paying guantities as 2 resuk of cxamination of the electric log or any other logs or cores or tests conducted

hereunder.

8. Cost Fstimates: Upon request of any Consenting Party, Operator shall fumish estimates of cucrent and cumulative costs
incurred for the joint account at reasonoble intervals during the conduct of any operation pursuant to this agreement.
Operator shall not be held liable for errors in such estimates so long as the cstimaltes are made in good faith.

9. Insurmnce; At all times while operations are conducted hereunder, Operator shall comply with the workers
compensation law of the state where the operations sre being conducted; provided, however, that Opemtor may be a self-
insurer for liability under said compensation laws in which event the only charge that shall be made s the joint account shall
be a5 provided in Exhibit "C." Operator’shall also camy or provide insurance for the benefit of the joint account of the parties
as outlined in Exhibit "D" atached hersto and made a par hercof. Opemtor shall tequirc all contractoss engaged in werk on
or for the Contragt Area to comply with the workers compensation law of the state where the operations are being conducied
and to maintair such ather insurance as Operator may requise,

In the event automobile liability insurance is specified in said Exhibit “D," or subsequently receives the spproval of the
parties, no dircct charge shall be made by Opemator for premiums paid for such insurance for Opemtor's automotive
equipment.

ARTICLE V1.
DRILLING AND DEVELOFMENT
A, Initial Well:
On or before the _31st _ day of ___Deccmber L2013 Opentor shalt commence the drilling of the Initial

Well at the following location:

A legal loeation in the N/2 of Scetion 3, T-19-5, R-32-E

and shall thereafter continue the drlling of the weli with due diligence to
a true vertical depth of approximately 3,410", or n depth sufficient to test the Bone Spring formation.

The drilling of the Initial Well and the perticipation therein by all parties is obligatory, subject to Article VLC.1. o5 (o participation
in Completion operstions and Artigle VLF, as to termination of aperations and Article X1 as to occurrence of force majoure.
B. Subsequent Operations:

1. Proposed Operations: If any party hereto sheuid desire to drill ooy well on the Contract Area oilier than the Injtial Well, or
if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of
producing in paying quantitics in which such party has not otherwise relinquished its intersst in the proposed objective Zong under
this agrecment, the party desiring 1o drill, Rework, Sidetmek-Despen—Recompicte or Plug Back such a well shall give written
nolice of Ithe propased operelion 1o the parties whe have not otherwise rclinguished their interest in such objective Zone
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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 Zope and the estimated cost of the cperation. The perties to whom such a
notice is delivercd shall have thity (30) days after receipt of the notice within which to notify the party proposing to do the work
whethier they clect to participate in the cost of the proposed opemtion. If a drifling rig is on location, notice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Decpen may be given by telephone and the response period shall be limited 1o forty-
eight (48) hours, exclusive of Saturday, Sunday and legal bolidays. Failure of & pary to whom such netice is delivered 10 reply
within the period sbove fixed shall constitute an election by that party oot to participete in the cost of the proposed opesmtion.
Any proposal by & party to conduct an operstion conflicting with the operation initiafly proposed shall be delivered 1o ell parties
within the time and in the manner provided in Aticle VLB.S.

It all panies to whom such notice is delivered elect to participate in such a proposed oporetion, the parties shall be
contractually committed 1o participatc therein provided such cperations 2re commenced within the time period hereafler set
forth, and Operator shell, no later than ninety (90} days after expiration of the notice period of thirty (30} days [or as
promptly as practicable afler the expiration of the forty-cipht (4B) hour period when 2 drifling rig is on location, as thy case
may be), actually commence the propased operation ard thercafter complete it with due diligence at the risk and expense of
the panies panicipating therein; provided, however, said commencement date may be extended upon written notice of same
by Opemtor to the other panties, for a period of up to thiny (30) additional days if, in the sole opinion of Operator, such
additiona! time is Teasonably necessary to obtain permits -from govemmental authosities, surface rights {including rights-af-
way) or appropriate drilling equipment, or to complete tile examinstion or curative matter required for tile approval or
acceptance.  If the actusl operstion has not been commenced within the time provided (including any cxiension thereof as
specifically permitied herein or in the force majeurs provisions of Anicle XIT) and if any party hercto still desires to tonduct
said opemation, written nolice proposing same must be resubmitted to the other parties in accordance herewith as if no prier
proposal had been made. Those parties that did not panicipate in the drilling of a weil for which a proposal 1o Deepen or
Sidetrack i3 made bercunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking  operstion,
reimburse the Drlling Parties in accordance with Article VIB4. in the event of a Deepening operation and in nccordance
with Article VLB.5. in the event of a Sidetacking operation.

2. Cpesations by Less Than All Parties:

(a) Delermipation of Paflicipation. If any party 1o whom such notice is delivered as provided in Article VLB, or
VIC.l. (Option Ne, 2) elects not lo participate in the proposed operation, then, in erder to be cntitled to the benefits of this
Atticle, the party or partics giving thc notics and such other parlies as shall elect to pamicipate in the operation shafl, no
fater than minety (90} days after the expiration of the notice period of thirty (30) doys {or as promptly 08 practicable atler the
expiration of the forty-cight (48} hour period when a drilling g is on location, as the case may be) acwally commence the
proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Censenting
Parties; provided, however, if no driling rig or other cquipment is on location, and if Operator is a Non-Consenting Pasty,
the Consenting Parties shafl either: (i} request Operator to perform the work required by such proposed opertion for the
account of the Consenting Parties, or {ii) designate one of the Consenting Parties as Operator to perform such werke  The
rights &nd duties granied to and imposed wpon the Dperator under this agreement are gronted to and imposcd upon the party
degignated as Operator for an opcration in which the original Operator is a Mon-Consenting Party, Conscnting Partics, when
conducting aperations on the Contract Arca pursuant to this Article V1.B.2., shall comply with all terms and conditions of this
agreement.

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the
applicable notice period, shall advise all Partics of the total interest of the parties approving such opemtion and its
recommendation s 10 whether the Consenting Parties should proceed with the operation as proposed.  Each Consenting Pasty,
within forty-eight (48) bours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
proposing party of its desire to (i) limit patticipation to such party's interest as shown on Exhibit "A"™ or (ii) camy enly its
proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Parties in
the Contract Area) of Non-Consenting Farties’ intertsts, or (i) camy its proportionate pact {detenmined as provided in {ii)) of
Non-Consenting  Patties' imerests topether with all or a portion of its proporiionate pat of any Non-Consenting Partics'
interests that any Consenting Party did not elest fo take  Any interest of Non-Consenting Pattics that is not carricd by
Consenting Party shall be decmed to be camied by the party proposiog the operation if such party does not withdraw its
proposal.  Failure 10 advise the proposing panty within the time required shali be deemed an clection under (i), In the évent 2
drilling fig is on location, molice may be given by telephone, and the time permitted for such a response shall not exceed a
total of forty-cight {48) hours (exclusive of Sarurday, Sunday and lcgal holidays). The proposing party, at its clection, may
withdraw such proposal if there is less than 100% participation and shall notify all partics of such decision within ten {10)
days, or within twenly-four (24) hours if a driling g is on location, following expiration of the applicable response period.
Il 100% subscription to the proposed cperstion is cbtaioed, thc preposing party shall promptly notify the Consenting Partics
of their propodicnate nterests in the opemation and the party serving as Opemator shall commence such operation within the
period provided in Anlicle YI.B.L., subject to the same extensior sight as provided therein,

(k) Relinquishment of Interest {or Non-Participation, The entifc cost and risk of conducting such cperations shall be
bome by the Conseating Parlies in the propartions they have elected to bear same under the tons of the preceding
paragraph.  Consenting Parties shall keep the leaschold estates involved in such opemtions free and clear of all liens and
entumbrances of every kind created by or arsing from the aperations of the Consenting Parties. If such an opemtion resulis
in a dry hele, then subject to Articles V1LB.6, and V1.E.3., the Consenting Paties shall plug and obandon the well and restore
the surface location at their sole cost, fisk and expense; provided, however, that thosc MNon-Consenting Partics that
participated in the doiling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their propertionate
shares of the cost of plugging and abandoning the well and restering the surfaes Jocation insofar only as thosc costs were not
increased by the subsequent opemations of the Consenting Parties, If any well drilled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil andfor Gas in
paying quantitics, the¢ Cousenting Parties shall Complete and cquip the well to produce ot their sole cost and risk, and the
well shall then be tumed ovor to Operator {if the Operatar did not conduct the opertion) and shall be aperated by it at the
expense and for the account ¢f the Consenting Padies, Upon commencement of opertions for ke dulling—Reworidng;
Sidetracking—Recomplating—Despaning—or Plupging-Back of any such well by Consenting Patties in accordance with the
provisions of this Article, ench Non-Consenting Party shall be deemed to have relinguished to Consenting Parties, and the
Consenting Parties shall own and he entitled to reccive, in proportion to their respective interests, all of such Non-
Conscnting Party's interest in the well and share of production therefrom or, in the case of » Reworking, Sidetracking,
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Deepening, Recompleting or Plugging Back, or & Completion pursuant to Adicle VI.C.1, Qption Na. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not elect
to panticipate.  Such relinquishment shal! be effective until the proceeds of the sale of such share, calculated at the well, or
market value thereof if such share is not sold {afler deducting applicable ad valorem, production, scverance, and excise taxes,
royalty, overriding royaity and other interests not cxcepted by Amicle (ILC. payable out of or measured by the production
from suth well accruing with respect o such interest until it revents), shell equal the total of the following:

() __400___% of each such Non-Consenting Party’s share of thc ¢ost of any newly scquired surface equipment
beyond the wellhead conncctions (including but not limited 10 stock tanks, separators, (resters, pumping equipment and
pining}, plus 100% of cach such Non-Consenting Party’s share of che cost af operation of the well commencing with first
production and continuing until each such Non-Copsenting Party's refinquithed intzrest shall reven 1o it under other
provisions of this Asticle, it being apreed that eech Non-Consenting Party’s share of such costs and equipment will be that
interest which would have been chargeable te such Non-Consenting Party had it panticipated in the well from the beginning
of the operations; and

(i} _400 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and Recompleting, afier deducting any cash conributions reccived under Amicle VIILC.,
and of (b) that portion of the cost of newly acquired equipment in the well {to and including the wellhead conncetions),
which would have been chargeable to such Non-Consenting Party if' it had participated therein.

Notwithstanding gnything 10 the contrary in this Article VLB, if the well does not reach the deepest objective Zone
described in the notice proposing the well for reasons other than the encountering of granite or practicatly impenetrable
substance or other :ondi}_‘iigm in the hele mngfring Fun.hfgmo ravtigns impracticable, Operator shall give notice therol 10 each

a{{va—propesal-under—Aricle— VB 6-—to—dri—the—well 10—
4 11 7, than—-the—d P 1. “; H Ton B .v“_a in—tha ot der—whith—the sl ume—d ‘Ilad‘ and Cﬂﬁh such Non-
Consenting Party shall have the option 1o participate in the initial propesed Completion of the well by paying is share of the
cost of drilling the wel! to its actual depth, caleulated in the manner provided in Asticle VIB4. (a). !f any such Non-
Consenting Party does not elect (o participate in the first Completion proposed far such well, the relinguishment provisions
of this Article VI.B.2. {b) shall apply to such party's intcrest.

{c) Reworkinm, Recompleting or Plugging Back. An election not 1o participate in the drilling, Sidatracking or -
Deepening of a well shall be deemed an election not o participate in eny Reworking or Plugging Back aperation proposed in
such a wefl, or portion thereof, 1o which the initial non-consent eiection appiied that is ctonducted al any time prior to fill
recovery by the Consenting Parties of the Non-Consenting Pamy's recoupmenmt amount,  Similarly, an ¢lection not to
participate in the Completing or Recompleting of a well shall be deemocd an election not o participate in any Reworking
operation propoesed in such a well, or portion thereof, to which the.initial nen-consent clection applied that is conducted at
any time prior o full recovery by the Conserting Partics of the Non-Ce ing Party’s P mmount.  Any such
Reworking, Recompleting or Plugging Beck operaticn conducted during the recoupment period shali be deemed part of the
cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Pasties 400_ % of
that portion of the costs of the Reworking, Recompleting or Plugging Back aoperation which would have been chargeable 10
such Non-Consenting Party had it pamicipated cherein, if such a Reworking, Recompleting or Plugging Back opertion is
proposed during such recoupment period, the provisions of this Anicle VLE. shall be opplicable as between snid Consenting
Parties in said well.

{d) Recoupment Maters, During the perind of time Consenting Pesties are entitled 1o receive Non-Consenting Party's
share of production, ar the procesds therefrom, Consenting Partics shall be tcsponsible for the payment of all ad valorem,
production, severance, excise, gathering and other taxes, and ail royalty, overiding royslty and other burdens applicable to
Non-Consenting Perty's share of production not excepted by Anticle JILC,

In the case of eny Reworking, Sidetracking, Plugging:Beck, Recompleting or Deepening operation, the Consenting
Parties shal{ be permitted (o use, free of cost, alf casing, twhing and other equipment in the well, hut the ownecship of all
such equipment shall remain unchanged; and upon abandonment of a well afler such Reworking, Sidemacking, Plugging Back,
Recompleting or Deepening, the Consenting Partics shall account far all such cquipment to the owners thereof, with cach
party receiving its proportionate past in kind er in value, less cost of salvage,

Within ninety (20) days afler the comipletion of any operation under this Arficle, the party conducting the cperstions
for the Consenting Partics shall fumnish cach Non-Consenting Party with an inventory of the equipment in and connected to
the well, and an itemized statement of the cost of drilling, Sidetacking, Deepsning, Plugging Back, testing, Completing,
Recompleting, and equipping the well for preduction; or, at its option, the aperating pany, in lieu of an itcmized statement
of such costs of apcration, may submit s detaiied statement of monthly billings. Eack month thercafler, during the time the
Consenting  Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Partics
shall fumnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incured in the operotion of
the well, together " with a stotement of the quantity of Qit and Gas produced from iv and the pmount of proceeds realized from
the sale of the well's working interest production during the preceding month.  In determining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use industry actcpted methods such as but not limited to metering or
periodic well tests, Any amount realized from the sale or other dispesition of equipment newly acquited in connection with
aiy such operation which would have been owned by B Non-Consenting Party had it participated thercin shall be credited
against the total unrcturmed casts of the wark donc and of the equipment gurchased in determining when the interest of such
Non-Consenting Pty shall revert to it as above provided; and if there is m credit balance, it shall ¢ paid (o such Non-
Consenting Party.

If and when the Consenting Parties recover from a Noa-Consenting Party's _relinquished mterest ounts provided
for abave, the relinquished intercsts ef such Non-Coasenting Party shgﬂ ?utff};fatrf'sg;’ fél:;fg}lilsnun:; mﬁé&ﬁm&m@
following—the—day—on which such recoupment occurs, and, from and after Such reversion, such Non-Consenting Party shall
own the same interest in such well, the matcrial and equipment in or pertaining therete, and the production therefrom as
suth Non-Consenting Party weuld have been entitled to hod it paticipated in the drilling, Sidotracking, Reworking,
Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-Conseming Party shall be charged with and
shell pay its propertionste part of the [urther costs of the operation of said well in accordance with the terms of (his
agreement and Exhibit "C" attoched hereto,

3. Stand-By Costs; When a well which has been drilled or Deepened has reached its authorized depth and all tests have
been completed and the resdits thereof furmished (o the pamies, or witerl operations ¢n the well have been othenwise
terminated pursuant to Afticle VLF, stand-by costs incurred pending response 10 a parly's notice propesing 8 Reworking,
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing cperation in such a well (including the perdod required
under Afticle VIB.6. to resolve competing proposals) shall be charged and bome 2s part of the drilling or Deepening
operstion just completed. Stand-by costs subsequent to all parties responding, or expiration of the response time permitted,
whichever firt occurs, and prior to agreement as to the parlicipating interests of all Consenting Parties pursuant to the terms
of the second grammatical paragraph of Article VIB.2. (a), shall be c'hargcd to and bome as part of the propesed operation,
but if the proposal is subsequently withdrawn because of insufficient participation, such stand-by costs shall e allocated
between the Consenting Parties in the propodien each Consenting Party's interest as shown on Exhibit "A" bears to the total
interest as shown on Exhibit "A" of all Consenting Parties.

n the event that notice for a Sidetracking cperation is given while the dolling rig to be utilized is on location, any party
may request and Teceive up to five (5) additional days after expimation of the forty-cight bour response period specified in
Article V1.B.], within which to respond by paying for all stand-by costs and other costs incumed during such extended
response period; Operstor may require such party to pay the estimated stand-by time in advance 2s a condition to extending
the response period.  If more than one party elects to take such additional time to respond 1o the notice, standby costs shall be
altocated hetween the parties taking additional time to respond on a day-lo-day basis in the proportion each clecting pany'’s
interest as shown on Exhibit A" bears 1o the tota] interest as shown on Exhibit "A" of all the clecting partics.

4. Decpening; If loss than ell parties elect 1o participate in a drilling, Sidetracking, or Decpening operation propesed
pursuant 1o Asticle VIB.L., the interest relinquished by the Non-Consenting.Parties to the Consenting Parties under Aicle
VLB.2. shali relate only and be limiled 1o the lesser of (i) the total depth actuaily drilledt or (ii} the objective depth or Zone
of which the parties were given nolice under Article VLB,]. {"[nitial Objective”). Such well shall not be Deepened beyend the
Initial Objestive without first complying wilh this Asticle to afford the Non-Consenting Parties the opportunity-to participate
in the Decpening opemtion.

In the cvent any Consenting Party desires 1o drill or Detpen a Non-Consent Well to a depth below the Initial Objective,
sucl party shall give nootice thereof, complying with the requirerents of Amz:le VIB.1, to all parties (including Non-
Consenting Pastics). Thereupon, Adticles VLB, 1. and 2. shall apply 2nd all panm receiving such notice shall bave the right 1o
patticipate or not participate in the Decpening of such wu:lll pursuant to said Anicles V1B.1. and 2. If a Deepening operation
is approved pumuant to such provisions, and if any Non-Consenting Party elects lo participate in the Deepening operation,
such Non-Congenting party shall pay or make reimbursement (as the case may be) of the following costs and expenses. .

(a) If the proposa! 1o Deepen is made prior to the Completion of such well 25 a well capable of producing in paying
quantitics, such Non-Consenting Party shall pay {or reimburse Consenting Parties for, as the case may be) that share of costs
and expenses incurred in connection with the drlling of said well from the surface to the Initial Objective which Non-
Consenting Party would have paid had such' Non-Conseafing Pamy sgreed to participate thercin, plus the Non-Conscnting
Party's share of the tost of Deepening and of participating in any further .operations on the well in accordance with the other
provisions of this Agreement; provided, however, all costs for testing and Completion or attempted Completion of the well
incurred by Consenting Parties prior 1o the peint of acmal opertions to Deepen beyond the Initial Objective shail be for the
sole aceount of Consemting Parties.

{b) If the propossl is made for a Non-Consent-Well that has been previously Completed as @ well capable of producing
in paying gquantities, but is no longer capable of producing in paying quantities, such Mon-Consenting Party sbafl pay {or
reimburse  Consenting Parties for, as the case may be} its moporionate sharc of &ll costs of driling, Completing, and
equipping said well from the surface to the [Initizl Objective, calculated in the mamner provided in paragrph (a) above, less
thase costs recouped by the Consenting Parties from the sale of production from the well. The Nen.Consenting Party shall
also pay its proportionate shatre of all costs of re-entering said well. The Non-Censenting Parties' proportionate part (based
on the percentage of such well Non-Consenting Party would have owned had it previously participated in such Non-Consent
Well} of the costs of salvable materials and equipment remaining in the hole and salvable surface equipment used in
connection with such well shall be determined in accordance with Exhibit “C.” If the Consenting Parties have recouped the
cost of dniling, Completing, and equipping the well a1 the time svch Deepening operation is conducted, then a Non-
Consenting Party may participate in th: Deepening of the well with no payment for costs incumed prior to re-entering the
well for Decpening

The foregoing shull not imply a right of any Conseoting Party to propose any Deepening for a8 Non-Consent Well prior
to the drilling of such wel! to its Initial Objective without the comsent of the other Conscnting Parties ns provided in Asticls
YLF.

5. Sideiracking; Any party having the rght to participate in a proposed Sidetracking cperation that does not own an
interest in the affected wellbore at the time of the notice shall, upon efecting lo participate, tender to the wellbore pwners its
pruportionate share (equal 10 its interest in the Sidetracking operation) of the wvalue of that portion of the existing wellbore
to be utilized as follows:

(a) If 1he proposal is for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual cosis
incurred in the initial dolling of the wel! down to the depth at which the Sidetracking Dperﬂtmn is initiated,

(b) If the proposal is for Sidetracking a well which has prevmusly produced, reimbursement shall be on the basis of
such party's proportiopate share of drilling and equipping costs incurred in the initial drilling of the well down w the depth
of which the Sidetracking operation i5 conducted, calculated in the manner described n Aricle YLBA(b) above. Such party's
proportionate share of the cost of the well's salvable malterals and equipment down to the depth a1 which the Sidetracking
operation is initiated shall be determined in accordance with 1he provisions of Exhibit "C."

6. Order of Preference of Operations, Except as otherwise specifically provided in this agreemcent, if any party desires 1o
propose the conduet of an opertion that conflicts with a proposal that has beea made by a party under this Anicle VI, such
party shall have fifleen (15) days from delivery of the initial proposal, in-the case of a pf“ﬂc",ia] to drill 2 well or to perform
an operetion on a well where no drilling 5ig is on location, or twenty-four (24} hours, / smluswa—of Saturday, Sunday-and legal
holidays, fjom delivery of the initial proposal, if a drilling rg i5 on location for the well on which such operation is to be
conducted, to deliver to all patties entitled to participate in the proposed operalion Such party’s altemative proposal, such
nlternate propesal 10 contain the same information reqmrcd to be included in the initial proposal Each-party—recsivingsuch

prop H S.':-'-‘” .-.]:le..AI dals ey n!' b Y f‘r 1’ jihi ‘J:-‘m t:\ -l .Q .y HoTH £ !bn £ 1 ln-n .I e mi‘h
mwmmmmw«mmmﬂ—mmhwﬁmimmmmmmm
cubiaot—of -th 1G-
subj £ one-of—th
that | thall h :
o The proposat / 12 prcvmzss n) egetnrmmed’pursua“ltu ercie XVH!
interest-—of—the—parties—votinp—shell—have—pHorty—o1 {l—eotha 0 g—proposals;—in—the—case—af o tis—vate —the
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1 lmlml—pmpmal—sha‘lkpmml- Operztor shall deliver nutllcecmr;ftesu?‘l’hrcsult to zll pamies entitied to participatc in the operation
27 within five (5) days afersexpiration-of:the alection / period- (Er wpltrun “twenty-four~(24) . hours, exclusxvc of Samurday, Sunday
3 ond legal holidays, if a drilling rig is on location). Each party s[\aﬂ»thcn have tivo (2)'days {or rwcmy-four {24) hours if a rig
4 is on location) from meceipt of such-natice to elect by delivery of notice to Opcmtor 1o porticipetc in.such cperation or 10
5 relinguish interest in the affecied well- pussuant to the provisions of. Article VIB.2,; failure by a party to deliver notice within
6} such period shall be deemed an election pot to participate in the prevailing propesal.

7 7. Confonmily 1o_Spacing Pattern.Notwithstanding the provisions of this Asticle VI.B.2,, it is agreed that no wells shall be
8  proposed to be drilled 10 or Completed in or produced from a Zone from which a well located . elsewhere on the Contract
9 Areais pmdhcing. unless such well conforms'to the then- cxisting well spacing pamer for such Zone. ©

0 £, Paving Wrells, No party shall conduct any. R:wurkmg, D:q:l:nmg, Pluggmg Back, Counpletion, Reconpletion, or
11 Sidetracking. opertion: under. this agrcemen l,wuh I[C: *io_pny=well, thenr capol le, ol roducing i paying quantities except
12 | with the cnnsmtpoflnuli-l;awlhm nﬁn‘t":: mquﬁh:a |§E§E's§m Ll\uglllﬁe{hecﬂt?rggto sB!t:oEcmtmn

3G Cnmplctlon nl’Wells Reworking nnd Pluuging Back:

14 . Completion; Without. the consent of all pamr.s.,no well shull be drilled, Decpened or Sidetracked, éxeept any well
15 du]led Dceperwd or Sidetracked pursunnt to the provisions of Amcl: VLB.2. of this agreemnznt. Consent to the drilling,
16 D:cpznmg or Sld:lmckmgsluil include: { well

l’?l & Option No 1; an':z‘causnrey s:)l]:u:ndn:un:s for the drilling, Deepening or- Sidetracking, testing, Completing and
18 cquipping of the wn:l] mclwmﬁ necessary lankage andfor suiface facilities,

19 I 2] Ognun No, 2: / Al‘ necessary expenditures for the drilling;, Deepening, or Sidetrocking ond testing of the well, When
20 such ‘well has reached its authorized depth, and all logs, cores and®other tests have bezn completed, snd the resulis
21 thereof fumished to (he patties, Operator shall give immediate notice 1o the Non-QOpemtors having the right to
22 panicipate in 8 Completion sttempt whether or not ‘Opemtnr recommends  attempting to Cowmplete the well,
23 together with Dpcm:m’s AFE for? C?mpl:uan costs i not previously provided. The partics receiving such notice
24 shnlllhnv: forty-glght {48) Hours (Ii-axoiﬂsm of ‘Sturday, Sunday and;l:gal helidays) "in Wwhicly ta elect by delivery of
25 nouc: |o Opcmtor\,to pill'll.Clpu'ie |rﬂa recommended, Cmnplelmn attempt or to. make a Complcuun proposal with an
6 accompanymg AFE Openator shall- d:llv:rrnny such Cu)mplcimn pmpcsul or any, Compl:tlon proposal . condlicting
27 with't Operator's’ proposal, 1o <the other poriies- entitled. 10 participate in. such Completion /in accordance with the
28 procedures specified ‘in- Asticle V!Bﬁ Eleetion to- pnnmpuie in.a Completion attempt shall- include ‘consent. to- all
29 necessary - cxpmdltun:s ‘for the Cu:np]clmg and.-:qulppmg of such well, including necessary tankoge andfor surfnce
10 facilities but extluding: any stimulstion opertion not contained on the, Completion AFE.  Failure of any. paity
3 receiving such notice to reply within the period. above fixed shafl constitute an election by that party not to
32 patticipate in the eost of the Compltion attempt; provided, that Amicle V1B.6. shall control in the cosc of
33 conflicting Completion proposals. 1f one or mere, but less than all,of the panies, c]n:t to attempt a Completion, the
34 provision of Article VILB.2, h:reuf (the phrase’ “Reworking, Q‘V king, Deeg g R leting or Plugging
35 Back” a5 contained in Afticle VB2, shall be deemed fo inclide . “Campleting™) shall apply to the cpemtions
36 therenfter” conducted* by fess than all panties;, provided, however, -that Agticle V1.B.2. shall’ apply separately to cach
17 separate Completibn orarcnmpE:nun at::mpt undmakcnl‘hcr:und:r, ad an- clectmn to hecome a~Non—Consenung
38 Pnny “ns to onc, Completion or: Rccumplcuon memm Zshall nat pmv:nt nlpmy from? ‘becoming 2. Cuusmtmg Party
39 *in suhsequem Cnmpl:tmn or Recurnpletmn attcrnpts n:gnrdlcss whether the: Cons:nung Parfies s 1o earlier
401 Compl:uon: or R:complcnon.have rccoupcd'sheu. costs;.‘-pmsunntatm Ardicle V1B.2; pmvldﬂ! ‘further, that any
4] recoupment',of .costs hy a" Couscnlmg Party- shall' bélmadc sul:ly-.!'mm -the prodiction annbuu\b!e 10 the: Zone in
42 whichythe Cump]clmn-ult:mpt is mad& “Election bySn pr:\nou.s Non-Cons:nlmg pan'y o paruclpalc in. a: subsequent
43 Complcuon or Rncomp]cnon'nlmmpl shail. requmersuch pu:ry o pay its. pmpumunate share of the cost of solvable
44 materials and z:qulpmcnl ms!allnd in the well" pursunm 1o the' pfevious Completion or Recompletion attempt,
45 insofar ond, Dnly msol‘nr as such'mmennls and- cqulpmcm benefit the Zone in which such party participates in a
46 Cumpl:lmn attempt.

LYa 2. Eg g[k,wgccgmggctc or:Plug-Back: No well shall be Reworked, Ru:ompl:tnd or Plugged Back except a well” Rewarked,
48 Recompleted, or P!uggcd Back™ pussiant! to the pmvlstons of "Article VIB.2, ofsthis \agreement.  Consent to the -Reworking,
49 Rcccmplvlmg or Fluggmg Bazk' of . well  shall mc]ud: oll mecessary expenditures in conducting such operations and
50 Cump!zlmg and’ :.qulpp:ng of said well, mcludmg Necessery wnknge andfor surfzce facilitics.

5t D Olhcr.OperulIans

52 Opcmml ‘$hall pot undenake any single prmject reasanably estimated to n:quuc an expenditure inexcessof
53-] Flity 'I‘lmusnnd e Dollars (5;g,mutr____) except in connection with the
59 dnllmg..bld:lmkzng,‘kcwurlung, Deepenmp,, Cnmplcllng, Rccumpleung"nr Pluggmg Back of & well that has been prcviously
55, puthorized! by..or 'pursuzml *to this agr:em:nl 'pmvnded\ However, that, in case of explnsmn fire, flood or other sudden
56  emergency, whcth:r “of the same or dlm:fent nnmrc, Op:minrfmny 1ake such sieps. and, incur - -such cxpenses o5 muu.up:mnn
3T are reqmred o dml-wnth\lhc cmergency . |msarcguard tife and. pmpmy-but Op:mlnr «as; prompily 23, possible, shall’ report the
58 cmcrg:nr.y. ta {hr.-mher parties,  If Opcmtor pr:pars an AFE for its*own usc,,Opcmlor'shnl! fumnish any Non-Operator so
59| mqummg an information copy thercof for any smglcpn:ueclcushng in excess of Fil'l:v'l‘huuslnd Daollars
6011 (350, 000.00 . ). Any paﬂy wha has not n:lmqmshed ﬂ.smleml Uin a well shall have the ng‘hl to propase that
o1 Opemlor perform repait work or undertake the instaltation of amﬁcml i equlpm:m orzancillary production facilities such ns
62 | salt* water .disposal “wells ar to conduct,additional work with n:pcct to-a well, drilled>herzunder or other similar project (b
63 |. nel—mclud:ng the’ mstaliauon of gnth:nng tines or othenlmnsponnuon or murketing facilities—the—i Hatian—ef—which—shall
641" ; I—by—peparie—ag the—parties) bly-'éstimated 1o require an up:ndltun: in cxeess of the
65 amount first sct forth sbove in this .ATticle. VlD {except in condection witlir an opcral:an-reqmred to- be propos:d under
46 Articles VLB.l. or VIC.1. Opuon No.' 2, which shall be? govr.med exclusively - be 1hosr. -Antitles).  Opemator shalt de!wcr such
67  proposal to all pastics. entitled o pnmmpntc therein.  If within thirty -(30), days mcreof Operator sccures ilie written consent
68 | of any pany or pastics owmngat Teast _60________% uf th: mtcn-,su -of the pamu entitled to  participate -in suth operation,
69 eachipasty - havmg r.lu: nghl' lmpamcnpalc in such- pmjcct shzll bczbound by ihe tenms u!‘ such.propesal and shall be obligated
70 to'pay ils p:opomonate ‘shate of tie cosistof the pmpuscdtpmjmi as' if+it had consemed to suchi project pursuant- to the terms
H ofthe proposal.

72 E. Abandosment of Wells:

7 L. wm_mw Excq:t,.fur any_well" drills¢ o) ::p:ncd pursuant to Article VIB.2,, any, well, which, has
74 been drilled or D:cpcncd under the temns of thisYagreement ‘and i pmpusnd o be compl:::d‘ns a dry hol: “shall “not 'be \
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plugged and mbandoned without the consent of all partics. Shoukl Operator, afier diligent effort, be unsble to contoct any
party, or should any party fail to reply within forty-eight (48} hours (exclusive of Saturday, Sunday and legzl holidays) after
delivery of notice of the proposal to plup and abandon such well, such paity shall be deemed to have consented to the
proposed abandonment.  All such wells shalt be plugged and abandoned in accordance with applicable regulations and at the
cost, risk end expense of the partics wha participated in the cost of drilling or Deepening such well.  Any party who obiects to
plugging and asbandoning such well by notice delivered to Opemtor within forty-cight {48} hours {exclusive of Saturday,
Sunday and lcgal holidays) after delivery of noticc of the proposed plugging shall take over the well 85 of the end of such
forty-eight (48) hour notice pedod end "conduct funher operations in search of Oil andfor Gas subject to the provisions of
Article VLB, failure of such poarty to provide proof reasonsbly satisfactory to Operator of its financial capability to conduct
such operations or to take over the well within such périod or thereafter 10 conduct operations on such well or plug and
abandon such well shall entitle Operator to retain or take posscssion of the well and plug ond abandon the well.  The panty
taking over the weil shall indemnify Operator (if Opemtor is an obondoning party) and the other abandoning parties against
tiability for any further opemtions conducied on Such well except for the costs of plugging snd ebandoning the well and
resloring the surface, for which the abandoning parties shall cemain proportionately linbie,

ndonsm: f Wells Thaj ve Produged: Except for any well in which & Non-Censent operition has been
conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has
been completed as 4 producer shall not be plugged and abandened without the consent of all parties. If all parties consent to
such abandonment, the well shall be plugged and abandoned in nccordami l.?] licable regulations and at the cost, risk
and expense of ail the pariies hereto. Failure of a porty to reply within r ys of delivery of notice of proposed
aband shall be d d an tlection to consent io the proposal. I, w:thm days afier delivery of notice of the
proposed abandonment of any well, sll paics do not agrec o the sbandonment nf such well, those wishing to continue its
operation from the Zone then open v production shall be obligated to take over the well s of the expiration of the
applicable notice peried and shall indemnify Operator {if Operater is an abandoning party) snd the other abandoning parties
against liability for any further cpemtions on the well conducted by such parties, Faiture of such party or parties to provide
proof reasonably satisfactory to Operator of their financia) capability to conduct such operations or to ke over the well
within the required poriod or thereafier to conduct operations en such well shall entitle operator to retain or toke possession
of such well and plug and abandon the well,

Parties taking over a well a5 provided hereio shall 1ender to cach of the other parties its propontionate share of the value of
the well's salvable matedal and cquipment, detenmined in accordance with the provisions of Exhibit "C," less the estimated cost
of salvaging and the estimated cost of plopging and abandoning and restoring the surface; provided, however, that in the event
the estimated plugging and abandoning and surface restoration costs and the estimated cost of salvaging are higher than the
value of the well's salvable malerial and cquipment, each of the abandoning parties shall wender to the parties continuing
operations their proportionate shares of the estimated excess cost.  Each abandoning party shail sssign to the non-abandoning
parties, without wamanty, express or implied, as to title or as fo quan(ity, or fitness for use of the cquipment and material, alf
of its interest in the wellbore of the well and related cquipment, together with its interest in, the Leaschold insofar and only
insofar as such Leasehold covers the right to cbtsin production from that wellbore in the Zone then open io production. [f the
interest of the abandoning perty is or includes and Qil and Gas Interest, such party shall execute and deliver to the mone
abzndening party or parties an oil and pas Icase, limited {0 the wellbore and the Zonc then open 1o production, for a ferm of
one (1) year and so long thereafter as Qil and/or Gns is produced from the Zone covered thereby, such lease 1o be on the form
amached as Exhibit "B." The nssignments or lzases so limited shall encompass the Drilling Unit upon which the well is located.
The payments by, and the sssignmems or leases Iy, the assignces shall ba in a mtio based upon the relationship of their
respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract
Area of all assignees. There shall be no readjustment of intcrests in the remaining portions of the Contract Area,

Thereafler, abandoning parties shall hove no further responsibility, liability, or interest (n the opemtion of or, production
from the well in the Zmﬁvlﬁp!o l?ol?“:tctrittshs cﬂa“ o Mies ratained in any lease made under the terms of this Article. Upon
request, Operator shall /- continue o apermie e assfg;nag lvc% for 4 account gf the non-sbandoring parties at the rates and
charges conteinplated by this agreement, plus any additional cost and charges which may orisc as the result of the separate
ownership of the essigmed well. Upon proposed abandonment of the producing Zonc assigned or leased, the assignor or lessor
shall then have the option te repurchase its prior interest in the well (using the same valuation fermula) ecd participate -in
further operations therein subject 1o the provisions hereof.

3. Abandonment of Non-Consent Opgrationg: “The provisions of Article VLE.l. or VLE2. sbove shall be applicable ns
between Consenting Patlics in the event of the proposed sbandonment of ony well excepted from said Articles; provided,
however, na well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further
operations therein have been notified of 1he proposed shandonmemt and afforded the opponunity to eleet to teke over the well
in accordance with the provisions of this Aricle VLE. and provided further, that Non-Consenting Parties wlio own an interest
in a porttion of the well shell pay their proportichate sharcs of abandonment and surface rstoration cost for such well as
provided in Anticle V1.B 2.(b).

F. Termination of Operations:

Upon the commencerent of an operation for the drilling, Reworking, Sidetracking, Plugping Back, Decpening, \esting,
Completion or plugging of 2 weli, including but not limited to the Initiat Well, such opemtion skall not be terminated without
consent of partics beasing % of the costs of such opemtion; provided, however, that in the event grnite or other
practically impenetmble substance or condition in the hole {5 encountered which renders further operations impractical,
Operator may discontinue operations and give notite of such condition in the manner provided in Article VLB.1, and the
provisions of Article VLB, or VLE. shall thereafter apply w0 such operation, as appropriate.

. Taking Production in Xind:
1 Ontion Mo, 1; Gas Bllnncln% ré}umﬂ“ Attached
Each party shall /" take n or separately dispose of its proportionate share of all Qil and Gas produced from the
Contract Area, exclusive of production whick may be used in developmem and produting operstions and in preparing and
treating il and Gas for marketing purposes and production unavoidably Jost. Any extm expenditure incurred in the taking
in kind or scparate disposition by any party of its pmpnmonale share of the production shall be bome by such party, Any

Arbs—iaki its—sh £ ot in-kind—chall-be Jd—lo VI P 1 HT zks. of by af
pary—taking =P q Py Ls Lk past-of
Operators-surface facititieswhich-H-uses-

Each party shall cxecute such division onders end controcts as may be necessary for the sale of its interest in
production from the Contract Area, and, except as provided in Amicle VilB., shall bc entitled to reccive payment
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directly from the purchaser thereof for its share of all production.
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ARTICLE VII

EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:
The [ability of the parties shall be several, not joint or collective. Each party shall be responsibie only for ity obligations,
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und shall be liable only for its proportionaie sharc of the costs of developing and opemting the Contract Area.  Accordingly, the
liens granted among the patties in Anticle VILE, arc given 1o secure only the debts of each severaily, and no porty shall have
any liability to third parties hereunder to sotisfy the default of any other party in the payment of any expense or obligation
hereunder. It is not the intention of the partics to create, nor shall this sgreement be construed os creating, n mining or other
partnerchip, joint venture, agency relationship or association, or lo render the panies liable &s panners, co-venturcrs, or
principals. In their relations with each other under this agreement, the parties shall not be considered fiduciaries or ta have
established o confidential relationship but mther shall be fres to act on an anm's-icngth besis in accordance with their own
respective self-interest, subject, however, 1o the obligation of the parties to act in good faith in their deslings with cach other
with respect to activitics hereunder.
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D. Liens and Security Interests:

Each party grants to the otier parties ftereto a lien upon any interest it now owns or hereafier acquires in Qi and Gas
Leases and Qil and Gas Interesis in the Contract Area, and a secunty inteeest end/or purchase money security inicrest in any
inttrest it now pwns or hereafter acquires in the personal property and fixtures on or used or obtained for use in ponnection
therewith, to sccure performance of all of its obligations under this ageement including hut not limited to paymen. of cxpense,
interest and foes, the proper disbussement of all monics peid hercunder, the assignment of relinquishment of interest in Ol
ood Gas Leasws as required hercunder, and the proper performance of operations hercunder.  Such lien and security interest
granted by ench party hereto sholl include such party’s leaschold interests, working interests, operating rights, and royaity and
nverriding royalty interests in the Contratt Arta now owned or hereafier pequired and in lands pooled or unitized therewith or
otherwise becoming subject o this agrecment, the Oil and Gas when extracted therefrom and equipment situated thereon or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
{intluding, without limmitation, occounts arising from gas imbalances or frem the sale of Oil endfor Gas at the wellhead),
controel rights, inventery and peneral intangibles relating thereto or arising therefrom, and all proceeds and products of the
{orcgoing.

To perfect the lien and security agreement provided herein, each party hercto shall execute and scknowledge the recording
supplement and/or any financing statement prepared aod submitted by any perty hereto in conjunction hezewith or at any time
following excoution hereof, nnd Openitor is euthorized 10 file this agreement or the reeording supplement execuled herewith as
u lien or mortgage in the applicable reol estate records and as o financing statement with the proper efficer under the Unifonn
Commercial Code in the slate in which the Contract Aren is situated and such other states ss Operator shall deem nppropriate
to perfect the sccurity interest gronted hereunder.  Anmy party may file this ogresment, the recording supplement executed
herewith, or such other documents as it dezins necessery as a’lien or mortgage in the spplicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Cade,

Ench party represents and warmnts (0 the othier pactics hereto that dhe lien and security Interest granted by such perty fo
the other partics shall be o first and prior Jien, and ench party hercby agrees t¢ maintain the priority of said lien and security
interest against all persons equiring an intcrest in Oil and Gas Leases and Interests covered by this agreement by, through er
under such paky, All parics acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement,
whether by mssignment, incrger, morigage, operation of Jaw, or ptherwise, shall be deemed to have laken  subject
lo the lien and securty interest granted by this Article VILB. as to all obligations atiributable to such interest hereunder
whether or not such ablipations arise before or after such interest is acguired.

To the extznt that pnities have a security interest under the Uniform Commercial Code of the state in which the
Contract Arga is simeated, they shall bo entitled to exercisc the rights and remedies of o secured party under the Code
The bringing of 4 suit and the oblaining of judgment by a party for the secured indebtedness shall oot be deemed an
clection of remedies or otherwise affect the ken rights or security interest as security for the payment thercof, In
addition, upon default by ony party in the payment of its share of expenses, interests or fees, or wpon the improper use
of funds by the Opcrator, the other pariics shall bave the rght, without prejudice 1o other dghts or remedies, to collect
from the purchsser the pmceeds from the sale of such defaulting party’s share of Oil snd Gas unti] the amount owed by
such porty, plus interest es provided in “Exhibit C.” has been received, and shall have the right to offset the amount
owed opainst the proceeds from the sale of such defauling party's share of Oil and Gas. Al purchasers of production
may rely on a nolification of default from the non-defpulting party or parties siating the amount duc as & resull of the
default, and all pastics wnive any recourse available against purchasers for releasing production proceeds as provided in
this paragraph,

If any pary fails to poy its share of cost within one bundred twenty (120) days efler readition of a statement therefor by
Opemtor, the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid ameum in the
proportian that the interest of each such party bears to the interest of all suck partes. The amount paid by each party so
paying its share of the unpaid omount shall be sccured by the liens and security rghts described in Adicle VILB., and each
paying party may independently pursue any remedy available hercunder or otherwise,

If any party does not perform oll of its obligations herrunder, ond the failure to pecform subjects such party 1o foreclosure
pr exccution procredings pursuant to the provisions of this pgreement, to the extent allowed by governing law, the defaulting
party waives any availsble night of redemption from and ofter the date of judgment, any cequired valuation or appraisement
of the morpaged or secured property prior to sale, any available right to stay execution or o require 2 marshaling of assets
and any required bond in the cvent a receiver is appointed, In addition, to the extent permitted by applicable law, each party
hereby grants to the other patties 8 power of sale as to any property that is subject to the lien and sccurity sights granted
hercunder, suth power to be excreised in the manner provided by epplicable law or otherwise in a commertially reasonable
manner and upon reasonable notice,

Each party agrees that the other parties shall be entitled to wtilize the provisions of Oil and Gas lien law or other liea
law of any state in which the Contract Area is situated jo enforce the obligations of each party hercunder.  Without limiting
the generality of the foregoing, to the exient permitted by applicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics' or matcrialmen's lien law of the staje in which the Contratt Artea is situated in onder to secure the
payment to Operator of any sum duc hereunder for services performed or materials  supplied by Operator.
C. Advances:

Opermior, at its election, shall lave the right from time to dme to demand zad receive from one ar mere of the other
padies payment in advance of their respective shares of the cstimated amount of the expense to be incumed in operations
hereunder during the next succeeding menth, which right may be exercised only by submission to each such party of an
itemized statement of such estimaied expense, together with op invoice for its share thereof Each such statement and invoice
for the payment in advance of estimated expense shal) be svbmitted oo or before the 20th day of the sexi preceding month.
Each patty shall pay to Operator ils proportionate share of such cstimate within filtcen (15) days afier such estimate and
invoice is reccived, If ony party fails to pay its share of said estimstc within said time, the smount due shall bear interest as
provided in Exhibit "C* until paid. Propes adjustment shall be made monthly between advances #nd sctual expense 1o the end
that each party shall bear and pay its propertionasc sharc of aetual expenses incured, and no more,

D. De¢fanlts and Remedies:

If sny party fails to discharge any financial obligation under this agrecment, including without limitmtion the failure to
make any advance under the preceding Ariele VILC, or any other provision of this agreement, within the period roquired for
such payment hereunder, then in addition to the remedies provided in Atticle VILB. or elsewhere in this agreement, the
remedies specified below shalt be applicable, For purpeses of this Asticle VILD., all notices and elections shall be d:livered\
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only by Operatar, except that Operator shall deliver soy such notice and election requested by 2 non-defauling Non-Operator,
and when Operator is the paty in default, the applicable notices and elections can be delivered by any Non-Operator.
Election of sny one or more of the following reinedies shall not preclude the subsequent use of any other remedy specified
below ar otherwise availabls 10 8 non-defaulting party.

1. Suspepsion of Rights; Any party may deliver 1o the patty in default a Notice of Defaul, which shall specify the default,
specify Uie action to be taken to curs the defauit, ond specify that failure to take such action will tesult in the cxercise of one
or more of the remnedies provided in this Amticls, ¥ the defoult is not cured within thirty (30) days of the delivery of such
Notice of Defaul, all of the rights of the defaulting party granted by this ogrezinent may upon notice be suspended watil the
default is cured, withow! prejudice fo the rmight of the non-defaulting party or paries to coatinue fo enfore the obligetions of
the defavlting party previously accrued or thereafler accruing under this agreement. If Cpenator is the party in default, the
Non-Operators shall have in addition the right, by vote cf Non-Operators owning & majofity in interest in the Contract Arca
after excluding the voting interest of Operator, to appoint o new Opentor effective immediately. The fights of a defaulling
party that may be suspended hercunder at the election of the non-defaulting parties shall include, without limitation, the right
to receive infenmation as to sny opertion conducted hereunder during the period of such defavlt, the right to elect to
patticipate in an operation proposed under Adticle VLD. of this agreement, the dght to participate in an operstion being
conducted under this ogreement even if the party has previously elected to paricipate in such cperation, and the sight to
receive proceeds of production from any well subject to this agresment.

2. Suit_for Demages: Non-defaulting parties or Opemtor for the benefit of non-defaulting partics may sue (at joint
account expense} to collect the amounts in default, plus interest ncerving on the amounts recovered from the date of default
entil the date of collestion 1 the rate specified in Exhibit "C" ottached hereto. Nothing herein shall prevent any party from
suing any defaulting party to colieet consequential damages accruing to such perty £5 # result of the default,

3. Deemed Non:Gopstnt: The non-defaulting patty may deliver 3 written Notice of Non-Consent Election to the
defaulting party at any lime afler the expimtion of the thirty-day cure period following delivery of the Notice of Defaukt, in
which event if the billing is for the drlling o new well or the Plugging Back, Sidetmcking, Rewarking or Decpening of a
well which is to be or has been plugged as a dry hole, or for the Completion or Recempletion of any well, the defauling
paity will be conclusively deemed 1o have elected not to paricipate in the operation and to be a Non-Consenting Party with
respect thereto under Article VLB, or VLC, as the case may be, to the exters of the costs unpaid by such party,
notwithstanding any clection to participnte theretofore made. I clection is made to proceed under this provision, then the
non-defaulting partics may not elect to sue for the unpa'id amounl pursuant to Article VI1.D.2.

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such pay shall have the right to cure
its defoult by paying its unpaid share of costs plus interest et the e st forh in Exhibit "C." provided, however, such
payment shall not prejudice the rights of the non-defaulting partics to pursuc remedics for damages incurred by the non-
defaulting parties as & result of the defoult. Any, interest relinguished pursuant to this Asticle VILD.3. sl be offered 10 the
non-defaulting parties in proportion to their interests, and the non-defoulting parties clesting 1o participate in the ownership
of such interest shall be required to contribute their shares of the defaulted smount upon their election to pasticipate therein.

4. Advance Payment; If a default is not cured within thitty {30) days of the delivery of a Notice of Default, Operator, or
Non-Operatess il Operstor is the defaulting party, may 1ihereafter require advance piymox fom the defaulting
party of such defaulling party's anticipated share of any item of expense for which Operator, or Non-Operators, as the case may
be, would be cmitled to meimbutsemeny under any provisien of this agreement, whether or not such expense was the subject of
the previous default.  Such right includes, but is not limited to, the right to require sdvance payment far the estimated costs of
drilling & well or Completion of a well as 1o which an election to participate in drlling or Completion has been made. I the
defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided
in the Article VILD. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shalt be promptly d to the edvancing party.

5. Costs and Attomeys' Fees: In the cvent any party is required to bring legal procecdings to tnforce any financial
cbligation of a party hercunder, the prevailing party in such action shall be entitled to tecover alt court costs, costs of
collection, and a reasonable attomney’s fee, which the lien provided for herein shall also secure.

E. Rentals, Shut-in Well Payments snd Minimum Royslties:

Rentals, shut-in well payments and minimum royelties which may be required under the terms of any lease shall be paid
by the party or paniies who subjecied. such lsnse fo this agreement at its or their expense, In-the event two or more parties
own and have contribuled interests in the samé least to this apreement, such pastis=s may designate one of such periies to
make said payments for and on bebalf of all such partics. Any party may request, and shall be entitled to reccive, proper
evidence of all such payments, In the event of failure 1o make proper payment of any rental, shut-in well payment or
ininimuin royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which
results from such non-payment shall he borne in accordance wilh the provisions of Aricle [V.B.2.

Operator shall notify Non-Operators of the anticipated completion of a sbut-in well, or the shutting in or retum to
production of n producing well, ot least five (5) days {cxcluding Saturday, Sunday, and legal holidays) prier to taking Such
nction, or ot the carlicst opportunity permitted by circumstances, but assumes no lishility for failure to do so. In the event of
failure by Operator 10 so notify Non-Opetators, the loss of eny lease contrbuted hereto by Non-Operators for failure 1o make
timely payments of any shut-in well poyment shall be bome jointly by the pofies hercto under the provisions of Anicle
IvB3.

F. Taxes:

Beginning with the first calendar year after the effective date beeeof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendercd for such taxes, and it shall pay all such taxes assessed
thereon before they become delinguent,  Prior o the rendition date, each Non-Operator shall fumish Operator infermation as
to burdens (to include, but not be limited to, royallics, ovemiding my"altir_s and produclion payments) on Leascs and "Oil amd
Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being
subject to cutsianding excess myalties, ovemiding royalties or production payments, the reduction in ad valorem taxes
resulting therefrom shall inure to the benefit of the owner or owners' of such Lease, and Opertor sinll adjust the charge to
such owner or owners so as o rcflect the benefit of such reduction. IF the ad valorem taxes are based in whole or in part
upon separate valiations of each pamy's working interest, then notwithstanding snything to the contrary hesein, charges. to
the joint account shall be made and poid by the parties herete in accordance with the tax value generated by fach party's
working intcrest,  Operator shall bill the other parties for their proportionate shares of 2l tax payments in the maaners,
provided in Exhibit "C.*
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it Operator considers any tax assessmert improper, Opemtor may, @ its discretion, protest within the time and manner
preseribed By law, and prosceute the protest to & final determination, unless all parties agree to abandon (he proicst prior fo final
determination, During the pendency of admenistrtive or judicial proceedings, Operator may ¢lect to pay, under protest, all such taxes
and any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for
the joint account, wogether with any intercst and penalty sccrued, and the totaf cost shall then be assessed against the pazties, and be
paid by them, as provided in Exhibit "C."

Each party shall pay or cause to be paid all production, severance, excise, pathering and other taxes imposed upon or with respeet
1o the production or handling of such party’s share of Oil ond Gas produced under the terms of this agreement,

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:
The Leases covered by this agreement, insefar as they embrace ncreape in the Contract Area, shall not be sumendered in whele

or in part unless all parties consent thereto.

However, should any party desire 1o sutrender its interest in any Leas¢ or in any portien thereof, such party shall give written
notice of the proposed surender fo all parties, 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 netice is delivered to reply within said 30-day period shall constltulc a consent 0 the suender of the Leases
deseribed in the notice. If all partics do not agrec or consent thereto, the party dmnng 0 surrender shall assipn, without express or
implied warmnty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be
lecated thereon and any rights in production thereafier secured, to the parties not consenting to such sumender, If the interest of the
assigning party is or includes an QOil and Gas Interest, the assigning pasty shall execute and deliver to the pary or parlics not
consenting to such surrender an oil and gas lease covering such Qil and Gas Imterest for a term of one (1) year and so loog
thereafter as Oil and/or Gas is produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit "B.*
Upon such assignment or lease, the assigning party slhall bt relieved from all obligations thersafier ateuing, but not theretofors
accrued, with respect to the interest assigned or leased and the operation of any well atiributable thereto, and the assigning party
shall have no further interest in the assigned or leased premises and its equipment and production other than the royalties retained
in any lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor the
reasonable salvage valoe of the Jatter's interest in any well's sajvzble materials and equipment attributable to the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C," less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the sucface. [f such value is less
than such costs, then the party sssignor or lessor shall pay to the party assignec or lessec the amount of such deficit. I the
ossignment or Jeasc i5 in favor of more 1hon one party, the interest shali be shared by such porties in the propostions thet the
interest of each bears to the total interest of all such parties. U the interest of the panits to whom the assignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the nssignor’s, Yessor's or surcendering
panty’s intcrest a5 it was immediately befare the assignment, lease ac surrender in the balance of the Coniract Ares; and the acrezge
nssigned, leased or suirendered, and subsequent operations thercon, shall not thereafter be subject to the terms and provisions of this
agreement but shall be deemed subject 1¢ an Operating Agreement in the {orm of this agreement.

B. Renewal or Extension of Leases:

If any party secures a rencwal or replacement of an Oif and Gas Lease or Interest subject to this agreement, then aél other parties
shall ke notified promptly upon such acquisition or, in the cas¢ of a replaccment Lease taken before expimtion of an existing Lease,
promptly upcn expiration of the existing Lease. The parties notifisd shall have the right for a period of thity (30} days following
delivery of such notice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lezse
affects lands within the Contract Arca, by paying to the party whe ecquired it their proportionate shares of the acquisition cost
allocated (o that part of such Lease within the Contract Aren, which shall be in proportion to the interest held at that time by the
parties in the Contract Arca. Ench panty who participates in the purchase of a renewal or replacement Lease shall be given an
nssigament of its proportionate interest therein by the aequinng party,

If some, but less than all, of the partics elect to participate in the purchase of a rencwal or replacement Lease, it shail be owned
by the panies who elect 10 participate therein, in a ratic based upen the relationship of their respective percentage of participation in
the Contract Area 1o che apggregate of the pereentages of participation in the Contract Area of afl parties peticipating in the
purchase of such renewal or replacement Lease. The sequisition of a renewal or replacement Lease by any or all of the panies bereto
shall not cavse a readjustment of the interests of the parties stated in Exhibit “A" but any renewal or replacement Lease in which
less than all parties clect to participate shall not be subject to this agreement but shall be deemed subject to a separate Qperating
Agreement in the form of this agreement,

If the interests of the partics in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or repiacement Leases and their right to reeeive an assignment of interest shafl also reflect such depth variances. '

The provisions of this Asticle shall apply to rencwal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover anly a pertion of ils area or an intersst therein.  Any renewal or replacement Lease taken before the
expimtion of its predecessor Lease, or taken or contracted for or becoming effestive within six {6) months after the expirtion of the
existing Lease, shall be subject 1o this provision so long as this agreement is in cffect at the time of such acquisition or at the time
the senewal or replacement Leasc becomes cffective; but any Lease teken or contracted for more than six (6) months after the
expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the previsions of this

agreemert,
The provisions in this Article shall also be applicable to extensions of Oit and Gas Leases.
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Every sale, encumbmnce, trunsfer or other disposition made by any party shall be made expressly subject to this egrecment
and shall be made without prejudice to the right of the other parties, and any transferez of an ownzrship interest in any Gil and
Gas Lense or Inicrest shall be deemed a party 10 this agreement s to the interest conveyed from and after the effective date of
the transfer of ownership, provided, however, that the other partics shall not be required o recognize amy such sale,
encumbrinee, tmnsfer or other disposition for any purmpose hereunder until thirty (30) days sfter they have received 2 copy of the
instrument of transfer or other satisfsctory evidence theseof in writing from the trassferor or transferee.  Noe assignment or other
dispesition of interest by a party shall rclieve such party of obligations proviously incurred by such party bereunder with respect
to the interest trmnsferred, including without limitation the obligation of a party to pay all costs attibutable to an cperation
conducted hereunder in which such party hos agreed to participate prior to making such assignment, and the lien and security
interest granted by Ahi:lc ¥I1.B. shall continue 16 burden 1he interest traosferred 1o secure payment of any such obligations.

I£, a1 any time the interest of any patty {5 divided among and owned by four or more co-owners, Operator, 8t its discretion,
may require such co-owncrs Lo appoint a single trustee or agent with full awthority to receive notices, approve cxpenditures,
receive billings for and approve and pay such party's share of the joint cxpenses, and to deal generally with, and with power to
bind, the co-owners of such parmy's interest within the scope of the opemtions embraced in this egreement; however, all such co-
owners shall have the right to enter into end execute al! contrcts or agreements for the disposition of their respective shares of
the O] and Gas,produced from the Contract Area and they shall have the right (o receive, sepamately, payment of the sale
proceeds thereof,

E. Waiver of Rights te Partition:
Il permitted by the laws of the state or states in which the property covered heortby is located, each party hereto owning an
urdivided interest in the Contract Arca waives any and 2ll dghts it may have to partiion and have sct aside to il in severalty its

undivided interest therein.
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. ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

If, for federa] income tax purposes, this ngr-cem:nt and the opoations hereunder are regarded as a parnership, ond if the
parties have not otherwisc agreed to form a tax partpership pursuznt to Exhibit "G™ cr other agrcement between them, each
party thereby affected clects 10 be excluded from the application of all of the provisions of Subchapter "K,® Chapter 1, Subtitle
"A," of the Intemal Revenue Code of 1986, as amended (“Code™, 2s permitied and authorized by Section 761 of the Code and
the regulations promulgated thercunder. * Operator is outhorized and directed 1o exegute on behalf of sach party hereby affected
such evidence of this election as may be required by the Secretary of the Treaswy of the United States or the Federa) Intermal
Revenue Scrvice, including specifically, but not by way of limitstion, all of the femms, statements, and the dat required by
Treasury Regulotion §1.761. Should there be sny roquirement that each perty bereby affected give further evidence of this
clection, cach such party shall execute such documents and fismish such other cvidence as may be mquired by the Federal [ntermal
Revenue Service or as may be neccessary to cvidence this clection. No such party shall give any notices or take any other action
inconsistent with the election made hereby, If any present or fiture income tax faws of the state or states in which the Contract
Arca i located or any futurc income tax laws of the United States cantain provisiens similar to those in Subchapter "K," Chapter
1, Subtitle "A," of the Code, under which an election similar to that provided by Secticn 761 of the Code is permitied, tach party
hereby affected shall make such clection as may be permitted or required by such laws, o making the foregoing election, each
suck poarty states that the income derived by such party from operations hercunder can be adequately determined without the
computation of partnership 1axable income.

ARTICLE X.
CLAIMS AND LAWSUITS
Operator may scttle any single uninsured third party damage claim or suit arising from opertions hercunder if the expeaditure
does not cxcoed _Fifty Thousand Dollars ($.50,000.00 ) and if the payment is in campletc settlement

af such ¢laitn or suit. IF the amount requircd for scitlement cxeceds the ahove amount, the parties herets shall assume and take over
the further handling of the claim or suit, unless such authority is delegated to Operator. All costs and expenses of handling settling,
or otherwise discharging such claim or suit shall be a the joint expensc of the partics participating in the operation from which the
claim or suit sriscs. If a claim is made against any party or if any party is sued on account of any matter arising from pperations
hercunder over which such individual bas no control bicouse of the rights given Operator by this apreement, such parly shall
immediately nolify a!l other partics, and the claim or suit shall be treated as any other claim or suit involving operations hereunder,

-15-



0 -3 W B W R —

Ll = -}

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

ARTICLE X1.
FORCE MAJEURE

If any pary is rendered unable, whelly ot in part, by force majeure to cany out its obligaticns under this agreement, other
than the obligation te indemmify or meke méney payments or furnish security, that pary shall give to all other pam:s
prompt writien notice of the force majeure with reasonsbly full particulars concerning it thereupen, the obligations of the
patty giving the notice, so fur as they ore affected by the force mnjeure, shall be susperded during, but no longer than, the
continuance of the force majeure, The term “force mmjoure,” as here employed, shali mesn an aet of God, strike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, stonn, flood or other act of
nature, explosion, governmental action, govemnmentsl delay, restraint or inaction, unavailability of equiptnent, and any other
cause, whether of the kind specifically cnumerates sbove or otherwise, which is not reasonably within the control of the party
claiming suspension,

The affected porty shall use all reasonable diligence to remove the force majewrs situation ss quickly as practicable, The
requirement that any force majeure shall be remedied with all reasonable dispatch shall not requirc the setlement of strikes,
lockouts, or other lebor difficulty by the party involved, contrary lo its wishes; how all such difficulties shali be handied shalf
be entirely within the discretion of the party concemned.

ARTICLE XII,
NOTICES

All notices outhorized or required between the parties by any of the provisi of this ag W, unless otherwise
specifically provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, telex,
telccopict or any other form of facsimile, postape or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A."  All telephone or oral notiees permitted by this agrcement shall be confirmed immediztely thereafter by written
notice. The originating nolice given under any provision hereof shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such pasy to deliver any notice in response thereto shall run from the date
the originsting natice is rcceived.  "Receipt” for purposes of this agreement with respect to written notice delivered heteunder
shall be actual delivery of the notice to the oddress of the party to be notified specified in accordance with this agreement, or
to the telecopy, facsimile or telex machine of such party. The second or any responsive notice skall be decmed delivered when
deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex, telecopy
or facsimile, or when persanally delivered to the party to be notificd, provided, that when response is required within 24 or
48 hours, such response shall be given crally or by telephone, telex, telecopy or other facsimile within such period. Each perty
shall have the right (o change s address &1 any time, and from time to time, by giving written notice thercof to all other
patics. If a party is not available to receive notice omlly or by telephone when @ party attempts to deliver a notice required
1o be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
be deemed delivered in the same manner provided above for any respoensive notice.

ARTICLE XT1I.
TERM OF AGREEMENT

This agreement shall remain in full force and cffect as to the Gil and Gas Leases andfor Oil and Gas Interests subject
hereto for the period of tme selected below; provided, however, no party hereto shall ever be construed as baving any right, title
or interest in or to any Lease or Oil ond Gas Interest contributed by any other party beyond the term of this agreement.

1 Option Mo, l: So long as any of the Oil and Gas Leases subject to this agreemem! remain or are continved in

force as 1o an 1 of the Contract Area, whether. roduction, cxiension, renswal or ptherwise provided, however, that
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The terminaticn of this agreement shall not relieve any party hereto from any expenss, liability or other obligation or any
remedy therefor which has accrued or attached prict to the date of such termination.

Upon termination of this agreement and the satisfaction of ail obligations hereunder, in the cvent a memorandum ef this
Opemting Agrzement has been filed of recomd, Operzior is authorized to file of record in all necessary recording effices a
notice of lermination, and each perty hereto agrees to execute such a notice of termination as to Operator's interest, upon
request DFOpcmtur. if Operator has satisfied all its financiai obligations,

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

This agreement shall be subject to the applicable laws of the state in which the Conirect Arca is located, to the valid rules,
regulations, and orders of any duly conmstitsted regulatory body of said stete; and to 2ll otheér applicable federl, state,
and local laws, ordinances, rules, regulations and orders,

B. Governing Law: Refer te Arilele XVI, R. Chuice of Law.
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C. Regulatory Agencies:
Nothing hercin contained shall grant, or be construed to grant, Operator the right or authority to waive or release any

rights, privileges, or obligntions which Non-Opemtors may hove under federal or state laws or under rules, rcpulations or
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orders promulpated under such laws in reference to oil, gas and mineral operations, including the location, opemtion, or
praduction of wells, on tracts offsetting or adjacent to the Conuract Arez. .

With respect to the operations hereunder, Non-Operators agree to release Operator from any snd all losses, damages,
injurics, claims and causes of action ansing put of, incident to or resulting directly or inditectly from Opemtor's interpretation
or application of miles, rulings, regulations or orders of the .Depariment of Energy ar Federal Energy Regulatory Commission
or pred or or agencies to the extent such Interpretation or zpplication was made in pood faith and does not
constitute gross ncgligence.  Each Non-Operstor further sgrees to rimburse Operator for suck Non-Opemtor's share of
production or any rcfund, fine, Jevy or olher governmental sanction thet Operator may be required to pay #s a zcsult of such
an incomect interpretation or applicaticn, together with interest apd penaltits thercon owing by Opemtor as a result of such
incormreet intcrpretation or spplication.

ARTICLE XV.
MISCELLANEQUS
A, Exccution:

This agreement shall be binding wpon cach Nan-Operator when this agreement or a countespart therenf s been
executed by such Non-Operator and Opecrator notwithstanding that this agrcement is not then or thereafter sxeeuted by all of
the parties to which it is tendered or which are fisted on Exhibit "A" as owning an interest in the Contract Arca or which
own, in foct, an interest in the Contrect Area, Cpemtor may, however, by written notice to all Noo-Operators who have
become bound by his agreement as. aforesaid, given at eny time prior to the actuel spud date of the Initial Wel) but in no
cvent later than five days prior to the date specified in Article VLA, for commencement of the Initial Well, terminate this
agreement if Opertor in its sole discretion detenmines that there is insufficient participotion to justify cotnmencement of
drilfing operations. fn the event of such a termination by Operator, all further obligations of the parties hercunder shall cease
as of such tenmimation, In the event any Noo-Opeorator has advamced or prepaid any sharc of dslling or other costs
hereunder, all sums 5o advanced shall be retumed 1o such Nen-Operator without interest.  In the event Operator procesds
with drilling operations for the Initial Well without the exccution hereof by all persons listed on Exhibit "A" as having 2
corrent working interest in sueh well, Operntor shall indemnify Non-Operators with respect to oll costs incurred for the
Initial Well which would have been charged to such person under this egresment if such person had cxecuted the some and
Qperator shall receive oll teveniies which would have been received by such person under this 2gresment if such person had
executed the same.

B. Successors ant Assipns:
This agreement shall be binding tpon and shall inure 10 the benefit of the parties hereto and their respective heirs,

, legal rop ives, ors and assigns, end the torms hereof shall be decmed o run with {he Leases or
Interests included within the Contmet Area,

C. Counterparts:
This instrument may be executed in any number of counterparts, each of which shall be comsidered on original for ali

PUTPOSES,
D. Severnbility:

For the purposes of assuming or rcjecting this agreement a5 ma exccutory contmet pursuant to federal bankruptey laws,
this agrecment shall not e scverable, but rather must be mssumed or rejected in s enfirety, and the fasfure of any party to
this agreeinent to comply with all of its financial obligations provided herein shall be a material default.

ARTICLE XV1.
OTHER PROVISIONS

Refer to pages 17A through 17C for ARTICLE XVI., GTHER PROVISIONS.
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ARTICLE XVI.
OTHER PROVISIONS

Attached to and made part of that certain Operating Agreement dated
October 3, 2012, between COG Operating LL.C, as Operator, and
McCombs Energy, LL.C, et al, as Non-Operator(s)

A Conflicts. In the event of a conflict between any provision of this Article XVI and other provisions of this
apreement, this Article XVI shall control and prevail.

"B Priarity of Proposals and_Operations. When the paricipating parties cannot agree on the sequence of
further operations in any well operated under this agreement as a result of conilicting or competing proposals made

in accardance with Article VI, the proposals shall be considered and the prevailing proposal determined in the
following priority:

e additional logging, coring or testing;

2 completion attempd at the objective Zone;

3 plugping back and completion attempts at shallower depths, in arder fram the deepest to
the shallowest depths;

4" deepenings, in order from the shallowest to the decpest depths;

5 sidetracking; andfor

6" plugging and abandonment.

If at any time when proposals of any of the ahove operations are being considered, the hole or equipment is
in such a condition that Operator recommends oot to conduct one or more particular operations because they might
put the hole, equipment and/or objective formation in jeopardy or result in the loss of either of them, such proposals
shall be eliminated from the above order of priority. With regard to proposals for additional logging, coring or
testing, if any, but not all, of the parties entitled to make elections 1o the proposals elect to pay the costs thereof, they
may do so, and the only penalty to any party that elects not 1o pay such costs is that it shall not be entitled to the
corresponding logs, cores or results of tests or any analyses of them without the consent of all parties who
participated in the additional logging, coring or testing.

C. Commencement of Operatiops. For the purposes of Articles VI.B.1 and V1.B.2, Operator may commence
activities preliminary to actual drilling cperations including, without limitation, building location, roads and pits,
delivering materials and equipment to the well site, riggiag up a drilling rig, and/or actual drilling operations, at any
time either before ar after giving the notice of proposed operations required by said Articles. Notwithstanding the
forepoing, the parties receiving notice of proposed operations pursuant to Articles V1.B.1 and V1.B.2 shall have the
firll time allowed in which to make their election(s) and shall be subject to the non-consent provisions thereof to the
same extent and in the same manner as provided in Article VLB without reference io the time that such activities
were commenced relative to giving notice.

D. Operator’s Authority to Perform Certain Ministerial Acts. Non-Operators hereby irrevocably authorize
Operator (including any successor Operator validly. serving bereunder) to take the following actions under or in
connection with this agreement, for and on behalf and in the pame of Non-Operators, all without necessity of further
action or consent by Nen-Operators:

n execule, deliver, and record in al} appropriate public records any memoranda of this
agreement {including'any amendments or supplements hereto), any financing statements,
and any and all' other instruments and documents necessary or desirable to evidence,
perfect, and enforce the terms of this agreement, including, without limitation, the liens
and security ioterests established under Article VILB hercol;

(2 execute and deliver appropriate modifications or updates to Exhibit “A™ to this agreement
to reflect subsequently-occurting events such as subsequent acquisitions of lenses or
changes in the interests of the parties.

The foregoing special powers shail survive any disability on the part of the applicable pranting Non-
Operator, The grant and existence of such powers shall not alter, diminish, or affect any abligations of Non-
Operators under this agreement. The exercise or non-exercise of such powers shall be in the sole discretion of
Operatar, whose decisions with respect to exercise or non-exercise shall be non-actionable and shall be final,
binding, and conclusive as to all parties:

E. Amendment of Operating: Agrecment. Exccpt as prcwidcd‘ in Article XVLD, this agreement may be
amended only by a written document that is specific in stating thal it is an amendatory document to this agreement
and is executed by authorized repres::ntatwes of eack party hereto. All replacement pages to this'agreement which
result from actions authorized under. Article XV1.D, or an amendment as provided herein, will be clearly marked as
replacement pages and set forth thé date 'of such amendment or replacement.

F. Advance Payments. Notwithstanding the provisions of Article VIL.C of this agreement, Operator may, at its
sole election, advance bill each Non-Operator who. elects to pammpatc in any approved operation hereunder, one
hundred percent {100%) of Nopn-Operators proportionate share of the costs attributable to the entire operation;
provided, however, that any such advance billing for:- i) Vertical Wells shall be limited to the costs of drilling,
Deepening or Sidetfauking and testing of such wells to their authorized depth, and i) Horizontal Wells may include ail
necessary expenditures for the drlling, Deepening or Sidetracking, testing, Completing and equipping of such wells,
including necessary tankage and/or surface facilities, Noo-Opérators who have elected to participate in any such
aperations shall remit to Operator, within thirty (30) days of receipt of invoice for advance billing as provided abave,
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ARTICLE XVI., continued

one hundred percent (100%) of the amount so invoiced. If Opemtor does not receive payment within the prescribed
period of time, Operator may then, without prejudice to other existing remedies, at its sole option, deem such non-
payment to constitute ao election by said Non-Operator nat to participate in the proposed operation, to become a Non-
Consenting Party, and to be subject 1o the provision of Article VLB of this agreement in the same manner, o the same
extent, and with the same force as if said Non-Operator had initially elected to be a Non-Consenting Party to such

operation.

G. Scparate Measurement Facilities. If any party hereto creates the necessity of separate measurement
facilitics by reason of assignments or other mortgages or conveyances within the Contract Ares, such party shall
alone bear be entire costs of purchasing, installing, and operating such separate measurement facility, which facility
may be construgted and opernted by Operator, at Operator’s election, for the account of said party and shall be
subject to all other provisions of this Operating Agreement including, without limitation, those provisions relating to

advances for costs and offsets for unpaid expenses.

H. Bankruptey. If, following the granting of relief under the Bankmuptcy Code to any party hereto a8 debtor
thereunder, this agreement should be held to be an execuiory contract within the meaning of 11 U.S.C. Section 365,
then the Operator of, if the Operater is the debior in bankruptey, the other parties, shall be entitled to a determination
by the debtor or any trustee of the debtor within thirty (30} days from the date an order for relief is entered under the
Bankruptcy Code, as to the rejection or assumption of this agreement. In-the event of an assumption, Operator or
\he other parties shall be enlitled to adequate assurances as to future performance of debtor’s obligations berennder

and the protection of the interests of all other parties.

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

1 E-mai)_as Form of Notice, E-mail shall be an acceptable means of conferring notice under Article XII of
this agreement and shall be effective upon receipt by the recipient in the case of an originating notice or upon
transmission of the e-mail in the case of a responsive notice, provided in each instance that the ¢~mail transmission
is addressed to the parties at the e-mail addresses set forth on attached Exhibit “A” and creates a record that may be
retained, retrieved, and reviewed by the recipient and may be directly reproduced in paper form by the recipient
through an automated process,

K. Interpretation. This agreement shall never be constried for or against any party on the basis of which party
drafted this agreement or any particular provision herein, or which party supplied the form of Operating Agreement.
Each party aprecs that this agrecment has been purposefully drawn and correctly reflects its understanding of the
transaction that it contemplates.

L. Covenents Running with Land/ Effect of Trongfer.  The terms, covenants, and conditions of this
agreement shall be covenants running with the lands covered hereby and leasehold estates therein and with each
transfer or assignment of said lands or leasehold estates. Any assignment, conveyance or other-transfer of an Qil
and Gas Lease or Oil and Gas Interest thal is subject 1o this agreement shall relieve the transferor from liability for
the cost and expense of operations attributable to the transferred interest which are conducted afier the effective date
thereof, provided that, the transferor shall semain liable for and shall cause to be paid its proportiopate pert of the
cost and expense of all cperations for which it was obligated 1o pay and were commenced prior to the actual transfer,
except costs and expenses arising out of or directly related to a specific operation in which the transferer elected {or
wag deemed to have elected) not to participate pursuant to Article VI. From and after the cffective dated of the said
assignment, conveyance or other transfer, the transferee shall be deemed to be a party to this agreement, subject to
the performance of all obligations attributable to the transferred interest for all periods from and after the effective
date of transfer, The assumption of liability by a transferee, pursuant to the foregoing, shall operate to lerminate
prospective liability of the transferring party for all periods subsequent to the later of (he actval date of transfer or
the effective date of transfer, bul shall in no event limit, diminish, er affect the direct and continuing liability of the
transferring party under this agreement and applicable low for all periods prior to such date.

M. Indemnity. In the performance of duties on the Contract Area, the Operator shall act as a reasonable
prudent Operater in 2 good and workmanlike manaer with due diligence and dispatch in accordance with good
oilfield practice and in accordance with applicable law and regulation; PROVIDED, HOWEVER,
EXCEPT FOR OPERATOR'’S INTEREST IN THE CONTRACT AREA, NON-
OPERATOQORS SHALL INDEMNIFY, DEFEND AND HOLD HARMLESS: OPERATOR
FOR, FROM, AND AGAINST ANYAND ALL CLAIMS, DAMAGES, AND LIABILITY
OF EVERY KIND AND CHARACTER (INCLUDING ALL COSTS AND EXPENSES,
INCLUDING BUT NOT LIMITED TO ATTORNEYS FEES), RESULTING FROM,
ARISING OQUT OF, OR INCIDENTAL TO OPERATOR’S PERFORMANCE OF
DUTIES ON THE CONTRACT AREA EVEN IF SUCH LIABILITIES ARISE FROM-OR
ARE ATTRIBUTED TO OPERATOR’S NEGLIGENCE. THE ONLY LIABILITIES TO
WHICH THIS INDEMNITY OBLIGATION DOES NOT APPLY ARE THOSE
RESULTING FROM OPERATOR’S GROSS NEGLIGENCE AND INTENTIONAL
TORTS FOR WHICH OPERATOR SHALL BE SOLELY RESPONSIBLE.
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ARTICLE XVI., continued

N. Well Access. In connection with the drilling of aoy wells under this agrecment, each Non-Operator, its
employees and representatives, shall have the right at all reasonable times, at its own risk and expense, to full and
complete access to the derrick floor, well location and Coantract Area; PROVIDED THAT: EACH NON-
OPERATOR SHALL INDEMNIFY, DEFEND AND HOLD OFERATOR HARMIESS
FROM AND AGAINST ANY AND ALL LOSS OR DAMAGE OF ANY NATURE OR
KIND WHATSOEVER IN ANY WAY RESULTING FROM NON-QPERATOR'S
ENTRY UPON, PRESENCE ON OR ACTIVITIES OF ITS RESPECTIVE EMPLOYEES
AND REPRESENTATIVES WHILE ON THE CONTRACT AREA, INCLUDING,
WITHOUT LIMITING THE GENERALITY OF THE FOREGOQING, BODILY INJURY
OR DEATH AT ANY TIME RESULTING THEREFROM AND DAMAGE TO
PROPERTY SUSTAINED BY THE NON-OPERATOR AND ITS RESPECTIVE
EMPLOYEES AND REPRESENTATIVES, EVEN IF SUCH LOSS OR DAMAGE
RESULTS FROM OPERATOR'S NEGLIGENCE.

0. Relationship of Parties. Except as it relates to bandling of funds as specified in Article V.ID.4, the parties
shall not be considered fiduciaries or to have established a confidential relationship but rather the parties shall be
free to act on an arms-length basis in accordance with their own respective self-interests.

P. Foreclosure of Operator's Lien. In the event that the Contract Area is located in the State of Texas and
Operator elects to foreclose its [ien and security interest against the inierest of any Non-Operator as provided for in
this agreement, such may be foreclosed non-judiciatly in the manner provided for by the then current form of Deed
of Trust promulgated by the State Bar of Texas, in accordance with the terms and provisions thereof, and in
accordance with the terms and provisians of the laws of the State of Texas pertaining to non-judicial foreclosure
sales, including, but pot limited to, laws pertaining to giving of notice of such sale, For such purposes, each Non-
Operator hereby appoints Operator, and each of its officers, as a trustee to carry cut the trust imposed by such
current Deed of Trust form, and agrees that a substitute trustee may be appointed in the manner provided for in such
current Deed of Trust form. Operator shall be deemed to be the secured party and beneficiary under the terms and
provisioas of such then swrent Deed of Trust form, and the defaulting Non-Operator shall be deemed 1o be the
grantor thereof, with the lien granted thereby covering and pertaining to all of the interest of the Non-Operator in the

Contract Area.

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

R. Choige of Law. This Agreement shall be governed by and construed in accordance with the laws of the
State of New Mexico. Any laws of the State of New Mexico which would apply the law of another state or country
are waived and shall not apply to the enforcement and/or construction of this Apreement, The venue for any
proceeding concerning this Agreement or any performance hereunder shall be in a court of competent jurisdiction in
Lea County, New Mexico.

END OF ARTICLE XVI., OTHER PROVISIONS
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Exhibit “A”»
Attached fo and made a part of that certain Operating Agreement dated
October 3, 2012 between COG Operating LLC, as Operator, and
MeCombs Encrgy, LLC, et al, as Non-Operator(s)

1. DESCRIPTION OF LANDS SUBJECT TO TH15 AGREEMENT:

T-19-5, R-33-E. NMPM. Lea County, New Mexico:
Sectton 3: N2

2, RESTRICTIONS, IF ANY, AS TO DEPTIS, FORMATIONS OR SUBSTANCES:
From 5,000 subsurface down to 13,107” subsurface

3. PERCENTAGES OR FRACTIONAL INTERESTS AND ADIDRESSES OF
PARTILES TO THIS AGREEMENT:

Tnitial Well: Warhawk 3 Fed Com #1H
Proration Unit: {160 ncres)
N/2N/2 of Section 3: T195-R32E

Warking Interest Working Interest
in [nitial Well in tnitial Well Working Intcrest
Working Interest Owners Before Pavout After Pavout in Al Subsequent Wells

COG Operating LLC 58.666667% 61.010416% 61.010416%
600 W, Illinois Aveauc

Midland, Texas 79701

Adtn: Caleb Hopson

Phoue: (432} 686-3049

Fax: (432) 221-0856

Email: chopson@concho.com

McCombs Encrgy, LLC 9.375000% 7.031250% 7.031250%
5599 San [elipe, Suiic 1200

Houston, Texas 77056-2794

Attn: Ricky Haikin

Phone: (713) 621-0033

Email: rhaikin@@mecombscnergy.com

Nortex Covporation 4.000000% 4.000000% 4.,000000%
1415 Louisiana, Suitc 3100

FHouslon, Tuxas 77002

Atly Land Manager

Plone (713) 6581142

Fax: (713) 658-0739

Kent Production LLC 1.000000% 1.000000% 1.000000%
1415 Louisiana, Suile 1200
Houstlon, Texas 77002

Margaret K, Hunker, Trustee of

the Margaret K. Hunlker Trust w/t/a

dated Noveriber 5, 2602 0.312500% 0.312500% 0.312500%
7418 Spring Village Dr. #110

Springficld, Vivainin 22150

Attn: Kay Tsui

Centennial, LY.C 0.208750% 0.468750% 0.463750%
P.O. Box 1837

Raswell, New Mexico 88202-1837

Altn: Don Fedric

Phone: (575) 622-2700

Email: dmiedric@ledric.com

Norton LLC 0.408750% 0.468750% 0.468750%
00 Beach Avenue
South Dartmouth, Massachusetls 02748

Tag
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Exhibit “A™, continued

Working Interest

in Initial Well

Working Iaterest
in Initial Well
After Pavoul

Working Inlerest
in All Subsequent Wells

Warking interest Qwners Before Pavout
Ilelen G. Newell . 0.168750%

P.O. Box 588 .
Bedlord, Texas 76107

Larry Newell 0.018750%
P.O. Box 588
Bedford, Texas 76107

Larry Newell, Individually and

as Exccutor of the Estate of Clay Nowell Q.187500%
P.O. Box 588

Bedford, Texas 76107

Kenncth L. Hewitt 1.250000%
127 Peachitree Street

14" Floor Candier Building

Atlanla, Georgia 30303

5 & C Construction, Ine. 2.734373%
P.0. Box 1509

Whitefish, Montana 59937

Atin: Carolyn Cosby

Phone: (406) §62-2690

SheerFive, LI 2.734375%

812 Eaglc Pointe

Montgomery, Texas 77316

Attn: Jell Sherrick

Phone: (713 569-4713

Email: Jelfsherrick34@umail.com

Read & Stevens, Inc, 0.390625%
I'O. Box 1518

Rosweli, New Muexico 88202-1518

Attn; Land Manager

Phone: {5753) 622-3770

Fax: (575) 622-3770

Carol Louise Johnson Reveeable Trust .125000%
(2004), Carol Louisc Johinson, T'rustec

1617 Valdez, N.E.

Albuquergue, New Mexico 87112

Martha L. Roberts Revocable U'rust, 0.250000%
Dated Avgust 9, 2011, Martha L. Roberts,

Trustee

3101 Castlerock Roud, Villa 58

Oklahema City, Oklahoma 73120-1861

Prospector LLC (.250000%
P.O. Box 429
Roswell, New Mexico $8202

Estate of William C, Johus, AL 0.187500%
1019 Douglas Avenue

Las Vegas, NM §7701

Attn: Lawrence C. Johns

Estate of James 8. Shortle, M. 0.187500%
717 Encino Place NI, Suite 33
Albuquerque, New Mexico 87012

Schuitz Propertics, L1.C 3.151650%
HIG N. Pennsylvania
Roswell, New Mexico 88203

Page 2 of'3

0.168750%

0.018750%

0.187500%

1.250000%

2.734375%

2.734375%

0.3900625%

0.125000%

0.250000%

0.230000%

0.187500%

(.187500%

3.151630%

0.168730%

0.018750%

10.187500%

1.250000%%

2.734375%

2.734375%

0.390625%

0.125000%

0.250000%

0.250000%

0.187500%

0.187500%

3.151650%

Revised 6/6/13



Warking Interest QOwners

Exhibit “A”, continued
¥

Worling Interest
in [nitial Well

Before Pavout After Pavout

Waorking Dnterest
in Initial Well

Working Interest

in All Subsequent Wells

Endurance Resources LLC
203 W. Wall 51.
Midland, TX 79707

*WORKING INTEREST OWNERS/PERCENTAGES ARE SUBJECT TO CHHANGE UPON RECEIVING FINAL TITLE.

14.072309%

14.072309%

14,072309%

4, OIL AND GAS LEASES SUBJECT TO TUIS OPERATING AGREEMENT:

Scrial No.:
Lessor:

Lessce:

Dated:

Lands Coverced:

Scrial No.:
Lessor:

Lessce:

Dated:

Lands Covered:

Serial Mo.:
Lessor:

Lessee:

Dated:

Lands Covered:

NMNM 112932

United States of America
COG Operating LLC
17172005

T-19-8, R-32-E

Scelion 3: N2ZNE, SENE
Lea County, New Mexico

NMNM 104070

United States of America
W.N. Price

3/1/1951

T-19-8, R-32-

Scetion 3: NW

Lea County, New Mexico

NMLC 067982-B

United States of Americn

Merit Energy Portners

11/1/1931

T-19-S. R-32-E

Scetion 3

*Insofar as said lease covers the SWNE
Lea County, New Mexico

BURDENS ON PRODUCTION:

Section 3: T-19-5, R-32-E, NMPA, Lea Connty, New Mexico:

“faxofar as said luivds cover the V2

United States of Ameriea:

Rovalty Rate;
12.50%

END OF EXHIBIT “A”

Page 3 of 3
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EXHIBIT “C”
Attached to and made a part of that certain Operzting Agreement dated
October 3, 2012, between COG Operating LLC, as Operator, and
McCombs Energy, LLC, et al, as Non-Operator(s)

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Delinitions

"Joint Prepeny” shall mean the real and personal property subject 1o the agreament 1o which this Accounting Procedure
is attached,

“Jaint Operations”™ shall mean all operations necessary er proper for the development, operation, protection and
mainlenance of the Jeint Propeny.

"Jeint Accourt” shalt mean the account showing the charges paid and ¢redits received in the conduct of the Jaint
Operations and which a1z 1o be shared by the Parties.

“Operator” shall mean the party designated to conduct the Joinl Operations,

"Non-Operalors” shall mean the Parties lo Lhis agreement other than the Operator.

"Partics” shall mean Operatar and Non-Operalors

"Fiist Level Supervisors” shall mean those empioyees whase primary function in Joint Operations is the direct
supervision of ather employees and/or contract labar directly employed on the Joint Propenty in a field operating
capacity,

“Technicul Employees” shall mean those employees having special and specilic engineering, geological or ather
professional skills, and whose primary function in Jeint Operations is the bandling of spesifie operating eonditions and
problaims for the benefit of the Joinl Property.

"Personal Expenses” shall mean travel and other reasonable reimbursabie expenses of Operator's employees.
"Material” shal) mean persenal propeny, equipment or supplies acquired or held for use en (he Jaint Property.
“Controllable Malcrial” shall mean Material which al the time is so classified in the Material Classification Manual as

most recenlly recommended by the Council or Petroleum Accountants Societies.
Statement and Billings

Operator shull bill Non-Operators on or before the last day of each montl for their proportionae share of the Joint
Account for the preceding imonth. Such bills will be accompanied by stalernents whicly identify the authority for
expenditure, lease or facility, and all charges ard credits sunumarized by appropriste classilicutions ol investment and
expense exeept that items of Controllable Material and unusual charges and credits shall be separately identilied und
Tully described in detail.

Advances and I'ayments by Non-Operators .

A Unless otherwise provided for in the zgreement, the Operator may require the Non-Operators to advance their
share of estimated cash antlay for the suecceding month's operation within fikeen (15) days aficr receipt of the
billing or by the firs1 day of the month for which the mbvance is required, whichever is taler. Operator shall adjust
cach monthly hilling 1o reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proportion of all bills within fiflecn {13} days aller receipt. If payment is net made
within suclh lime, the unpaid balance shall bear inerest monthly ut the pime rate in cffect at _Bank of America
Daltas, Texay on the first day of the month in which delinquency vecurs plus [ % or the
makilam contract rute pennitted by the applicable usury laws in the stale in which the Joint Property is located,
whichever is the lesser, plus attorney's fecs, caurt cosls, and other costs in connection with the collection of unpaid

amounts.
Adjustments

Payment of any such bills shall not prejudice the right of any Non-Operator (e protesi or question the commeciness thereof;
provided, however, all bills and staiements rendered 1o Non-Operators by Operator during any calendar year shall
conclusively be presumed to be true and correct alter twenly-four (2d) months [oilowing the end of any such calendar
year, unless within the said (wenty-four (24) month period a Non-Operator takes wrillen exception thereto and makes
claim on Qperator for adjustment. Ne adjustment favarable 1o Operator shal! be made unless it is made within the same
prescribed period, The provisions of this paragraph shall nol prevent adjustnents resulting fram a physical inventory of

Contollable Materiul us provided for in Section V.,

COPYRIGHT © 1985 by the Council of Petroleum Accountants Socictics.



Audils

A. A Non-Operator, upen notice in writing to Operator and all other Non-Operaters, shalt have the right to audit
Operator's accoums and records refating 10 the Joint Account for any calendar year within the wenty-four
s provided, however, the muking of an audit shall not

{24) month period following the end of such calendar yea

end Lhe time for the taking of wrilten exception to and the adjustinents of accounts as provided for in

Paragraph 4 of this Section I Where there are two or mere Non-Operators, the Non-Operators shall make
wvery reasonable elfort to conduct a joint audit in a manner which will result in a minimum of inconvenicnce
(o the Operator. Operator shall bear ne 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 cach year
without prior approval of Operator, except upon the resignation or removal of the Operator, and shall be made
al the expense ol those Non-Operators approving such audit.

B.  The Operator shall eeply in wriling to an audil report within 180 days afler receipt of such repont.

Approval By Non-Operators

Where an approval or other agreement ol the Panties or Non-Operators is eapressly required under other seciions of this
Accounting Procedure and if the agreement 1o which this Accounting Procedure is atlached conlains ne

contrary pravisions in regard thereto, Operator shall notify all Non-Operators of the Operater's proposal, and the
agrecinent or approval ol a majority in interest of the Non-Operators shall be controlling on il Non-Operators,

1L DIRECT CHARGES

Operator shall charge the Joint Account with the foliowing ilems:

Eeological und Environmental

Costs incurred for the benefil af the Joint Property as a resull of governmentzl or regulatory reguiremens 10 satisfy
cnvironmenlal considerations 2pplicable to the Joint Operations. Such costs may include surveys of an ceologicul or

archacological nature and pollution control procedures as required by applicable laws and regulations.
Rentals and Royalties

Leasc rentals and royaltics paid by Operator for the Joint Operations.

Labor

A.  {l} Salurics and wages of Operator's field employces dircetly employed on the Joint Propeny in the conduct of

Joint Operations.
(2)  Sularies ol First level Supervisors in the field.

(3)  Salurics and wages of Technical Employees directly emnploycd on the Joint Property il such charges are

excluded from the overhead rales.

{4)  Salarics and woges ol Technical Employees cither temporarily or permanenily assigned to and directly
employed in the operation or the Joinl Propeny if such charges are excluded from the nverhead rates.

B.  Operator's cost ol holiday, vacation, sickness and disability benelits and other customary allowances paid to
cmployees whose salaries and wages are chargeabte 1o the Jaint Account under Paragraph 3A of ihis Section 1.
Such ¢osts under 1his Parzgraph 3B may be charged on a "when and as paid basis” or by "pereentage assessment”
un the amoun of salaries and wages chargeable Io the Jaint Account under Paragraph 3A cf this Section [I. If
pereentage assessment is used, the rate shall be based on the Operaler’s cost experience.

C.  Expendiwres or contributions made pursuanl to assessments iraposed by governmental autherily which are
applicable 10 Operator's costs chargeable 1o 1he Jomt Account under Paragraphs 3A and 3B of this Section 1.

[, Personal Expenses of those employees whose salaries and wages are chargeable 1o the Joint Ac¢ount under
Paragraphs 3A and 3B of this Section I1.

Empioyee Bencfits

Operates's current cosls or cslablished plans for employees' group life insurance, hospitzlization, pension, retiremenl,
stock purchase, thrilt, bonas, and other benedit plans of e like nature, applicable w Operator's labor cost chargeshle to the
Joint Account wnder Paragraphs 34 and 31 of this Section 1L shall be Operaor's actual cosi net to execed the percent

mast recently recomimended by the Council of Petraleum Accountants Societies.



0.

Material

Maserial purchased or furnished by Operator for use on the Jainl Property as provided under Section [V. Only such
Material shall be purchased for or lransferred 10 the Joint Propenty as may be required for immediate use and is
reasonably practical and consistent with efficient and economical operations. ‘The accwsulation of surplus siocks shall be
avoided.

‘T'ransportation
‘Tiansportation ol employees ond Moterial necessary for the Jeint Operations but subject 1o the followng limitations:

A, W'Material is moved to the Joint Property irom the Operator’s warchouse or ather propentics, no charge shall be
trade Lo the Joint Account for a distance greater than Lhe dislance from the nearest reliable supply store where like

material is normally available or railway receiving poinl nearest the Joint Property unless agreed to by the Parties.

B. I surplus Material is moved 10 Opermor's warehouse or other storage point, na charge shal! be made te the Joint
Account for a distange greater than the distance (e the nearest reliable supply siore where like material is nonnally
available, or railway receiving point nearest the Joint Property unless agreed to by the Parlies. No charge shall be
made 1o the Jaint Account for snoving Material wo other properties belonging to Operator, unless agreed to by the

Parties.

C.  In the application ol subparagraphs A and B above, the option to equalize or charge actual trucking cost is
available when Lhe octual charge is 3400 or less excluding nccessorial charges. The $400 will be adjusted to the

amount most recently recommendexd by the Council of Petroleum Accountants Societies.
Services

‘The cost of contract services, cquipment and utilitics provided by autside sources, cxcept services eacluded by Paragraph
10 of Section 1 and Paragraph i, i, and iii, af Sectien I, The cost of prefessional consultant services and contract
services al technical personnel directly engaged an the Joint Property il such charges are exstuded from the overheud
rates, The cost of professional cansuitant services or contract services ol techinical personnel not direetly engaged on the

Joint Property shall not be charged 1o the Joint Account unless previously agreed to by the Parties,
Equipment and Facilitics Furnlshed By Operator

A, Operator shali charge the Joint Account for use of Operator owned cquipment and facilities at rates commensurate
wilh costs of ownership and operation, Such rates shall include costs of mainlenance, repairs, other operaling
expensc, insurance, laxes, depreciation, and interest on gross investment less sccumulated depreciation not 10
exceed _len pereeal { 10.0__ %} per anmum. Such rates shall not exceed average cominerial

rates currenily prevailing in the iminediate area of the Joint Propenty.

R. In licu of charges in Paragraph 8A above, Operator may elect to use average commercial rates prevaling in the
immediate area ol the Joint Property less 20%. Far automotive cquipinent, Operator may elect Lo use fates

published by the Petroleum Moter Transport Association,
Pamages and Losses to Joint Property

All costs or expenscs necessary for the repair or replacement of Joinl Property made necessary because of damages er
lnsses incurred by lire, fiood, storn, thefl, acciden, or other cause, except those resulting from Operator’s gross
negligence or willful usisconduct, Opesater shall furnish Non-Operator writien notice o damages or losses incurred as

soon as praclicable alter a report thereal has been received by Operator.
Legal Expense

Expense of handling, investigating and seuling titigation or claims, discharging of liens, payment of judginents and
amounts paid for settlement ol claims incurred in or resuiting (rom operations under the agreement or necessary ta
protect of recover the Joint Propenty, excepl that no charge for services of Opezator's legal staf or fees or expense of
outside auorneys shall be inade unless previously agreed 1o by the Panties. All other legat expense is considered 10 be
covered by the overhead provisions uf Section 1L unless otherwise agreed 1o by Ihe Panics, except as provided in Section

1, Paragraph 3.
Taves

All taxes of every kind and nature sssessed or levied upon er in conncetion with thie Joint Property, the operation thereol,
or Ihe production therefrom, and which tanes have been paid by the Operator for Ihe benelit of the Parties. I the ad
valoren laxes are based in whele or in part upon sepatnie valuations of each party’s working interest, then
notwithstanding anything lo the conlrary herein, charges La the Joint Account shall he made and paid by the Partics

hereio in accerdance with the lax value generated by each party's working intercst.



Insurance

Nel premiums paid for insurance required to be carried for the Joint Operations for the protection of the Parties. In the
event Juint Operations are conducted in a stale in which Operator may act as self-insurer for Worker's Compensation
andfor Employcrs Liability under the respective stale's laws, Operator may, at its clection, include the risk under its self-
insurance pragram and in that evenl, Operator shall include a charge at Operator's cosl not 1o exceed manuval rales.

Ahuandenment and Reelamation

Costs incurted for abanderment of the Joint Property, including cosls required by governmental or other regutatory

authonily,
Communications

Cost of acquiring, leasing, inslalling, operating, repairing and maintaining communication sysiemns, including radio and
microwave facililics directly serving the Joint Prepenty. In the event communication facililies/systems serving the Joint
Propeny arc Operator owned, charges 10 the Joint Account shatl be made as provided in Paragraph § of this Section 11

Other Expenditures

Any other expenditure not covered or dealt with in the foregoing provisions ol this Section 11, or in Section 1l and which
is of direct benefit 10 the Joint Property and is incurred by the Operaler in the necessary and proper conduct o the Joinl

Operations.

1l OVERIEAD
Overhead - Drilling and Producing Operationy

i As compensation for administrative, supervision, office services and warehousing costs, Operator shafl charge

dhilling and producing operations on either:

{ X ) Fixad Rate Basis, Paragraph (A, or

{ } Percemiage Basis, Paragtaph 10

Unless otherwise agreed to by the Parties, such charge shal! be in lieu of casts and expenses ol all offices and
salaries or wages plus applicable burdens and expenses of ull personnel, excepl those directly chargeable under
Paragraph 3A, Section Il The cost and expense of services from outside sources in connection with maiters of
taxation, tralfic, accounting or matiers belore or involving governmental agencies shall be considered as included in
the overhead rates provided for in the above selected Paragraph of this Section HI unkess such cost and expense ore

agreed to by the Partics as a direct charge to the Joint Account.

iil.  The salarics, wages and Persoral Expenses of Technical Employecs-andfor the cost of profissional consuliant

services and contract services of (echnical personnel direcily employed on (he Joint Property:

{ ) shall be covered by the overhead rales, or
{ X )shall not be covered by the overhead rates.

iii.  The salaries, woges and Personal Expenses of Technical Emnployees andfor ¢osls of prolessional consullani services
and contract services of technical personnel either femporarily or permanenily assignezt to and dizectly employed in

the operation of the Joint Property:

{ X ) shal?be covered by the overhead rates, er
( } shall nol b¢ covered by the gverhead mates.

A, Overhead - Fixed Rate Basis
{!) Operator shali charge the Joinl Account at the [ellowing rates per well per monih:

Drilling Well Rate 6,500.00
{Prorated for less than a full month)

Producing Well Rate §_ 650.00

(2} Application of Overhead - Fixed Rate Basis shall be as lellows:
(a) Drilling Well Rote

(1} Charges lor drilling wells shall begin on the dale the well is spudded and terminale on the date

the drilling rig, completion rig, or other unils used in completion of the well is reivased, w hichever



is later, cacept lsat no charge shall be made during suspension of drilling of completion operations

for lifieen {15) or more consceutive calendur days.

(2} Charges for wells undergoing any type ef workover or recompletion for a period of five (5)
consecutive work days or more shali be made au the drilling well rate. Such charges shall be
spplied for the period from datc workoever operations, with rig or other units used in werkover,
commence through date ol rig or other unil relense, excepl that no charge shall be made during

suspension of operations lor [ifteen (15) or more conseeutive calendar days.
(b} Producing Well Rates

(1) Anactive well cither produced or injected inta for any portion of Lhe month shait be considered 2s

a oneswell charge for the entite month.

(2)  Each activg completion in a multi-completed weli in which production is not commingled down
hole shall be considered as u one-well charge providing cach completion is considered o separate

well by the goveming regulatory autharity.

(3)  An inactive gas well shul in because of overproductien or failure ol purchascr 1o take the
production shall be copsidered as a oneqwell charge providing the gas well is direeily connected to

4 pertnanent sales outlet,

4) A one-well charge shall be made for the month in which plugging and abandonment operations
are completed en any well. This one-weli charge shall be made whether or not the well has
produced except when drilling well rale applics.

(5} All pther inactive wells {including but not Jimited to inactive wells covered by unil allowable, lease

allowable, transferred allowable, cte.) shell not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April cach year following the effective date ol the
agrecment Lla which this Accounting Procedure is attached. The adjusiment shall be computed by multiplying
the rate currently i?Aus: by the percentage increase v decrease pecommended by COPAS cach vear.
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Overhiead - Major Constructisn
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Account [pr overhead based on ihe foltowing rates for any Major Construction project in excess of $__25,000.00

A 5 % of first $100,000 or total cest if less, plus
B. 3 % ol cosis in excess of $100,000 but less than $1,000,000, plus

C

(2

%o of costs in excess of $1,600,000.

Total cost shall mean the gross cost of any ene project. For the purpose of this paragraph, the component parts of a single
pzaject shall not be treated separately and the cosi of drilling and werkever wells and anificial liff equipiment shall be
excluded. .

Catastrophe Overhead

To coimpensale Operaler for overhead costs incurred in the event of expenditures resulting from a single occumrence due
1o 0i! spill, blowoul, explesion, fire, stonm, hurricane, or other catastzophes as agreed (e by the Pamtics, which are
necessary 1o resiore the Joint Propenty to the equivalent condition 1hat existed prior to the event causing the
expenditures, Operator shall cither negotiate a rate prior 1o charging the Joinl Account or shatl charge (he Joint Accounl
for overhead based on the following rates;

A 5 %5 of lotal costs through 5100,000; plus

B, 3 %ol coss in excess of $100,600 but less than $1,000,000; plus

C. 2 %a ol total costs in excess ol S 1,000,000,

Expendilures subject 10 the overheads abave will not be reduced by insurance recoveries, and no other overhead

pravisions of this Section 111 shall apply.
Amendment of Ratey

The overhead rates provided Toe in this Section Hinay be amended from lime 1o lime only by mutual agzeement

between the Panies hereto if, in practice, the rates are found 1o be insufficient or cxcessive.

v, PRICING OF JOINT ACCOUNT MATERIAL PURCIIASES, TRANSFERS AND DISPOSITIONS

Operater is responsible for Joint Account Material and shall inake proper and 1imely charges and credits for all Material

movements affecting the Joint Property, Operator shall provide all Malerial for use on the Joint Property; however, at

Operator's option, such Material inay be supplied by the Non-Operator. Operator shall make limely disposition of idle andfor
surplus Material, such disposal being made either through sale 10 Operator or Non-Operator, division in kind, or sale lo
oulsiders. Operalor may purchase, but shal? be under no obligation to purchase, imerest of Non-Operators in surplus condilion
Aor B Material. The disposal of suzplus Contrallable Material not purchased by the Operator shali be agreed ta by the Parties.

Purchases

Malerial purchased shall be charged al the price paid by Operator afler deduction of ali discounts received. In case of
ilaterial found 1o be defective or relumed to vendor for any other reasons, eredit shall be passed to the Joint Account

when adjustment has been received by the Operator,
Transfery and Dispositions

Material furnished (o the Jeinl Propeny and Material transferred from the Joim Property or disposed of by the Operator,
unless otherwise agreed to by the §farties, shall be priced on the following basis exclusive ol cush discounts:

A Noew Material {Condilion A)
New Material including tubular goods, shall be prigad al the New Price in clfect on date of movement.
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B.  Good Used Malerial {Condition B)

Considezed] to be imalerial in sound and serviceable condition and suilable for reuse withoul reconditioning, however,
1he cost of any recondilioning shall be absorbed by the transferring property.

3. Condilion B Material moved to the Joint Property at seventy-five percent (75%) OF New Price.
2. Condilion B Material moved frowm the Joint Property:
(i) At scveny-five percent (75%) ol New Price if Material was originally for the Joint Account as New Material;

{ii) At sixty-five percent (63%) of New Price if Maicrial was originally for the Joint Account as good used Material
aL sevenly-Jive percent (75%) af new Price
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C.  Ohher Used Material (Conditions C, D and E)
1. Condition C Materinl is material which is not in sound and servicgable condition and not suitable for its
original Tunction until uller reconditioning pnd shall be priced at ity percent (S034) of cumrent new price
ag, etenmined bf I’ariugruph A, The cast ol recondntiorung shalt be charged 10 the receiving property, provided
‘ondition £ value plus cost of recondilioning does not exceed Condiiion B value.
2. Condition D Material shall be priced at o value commensurate witl: its use or al prevailing prces

3. Condition I Materinl shall be priced at salvage value
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priccofaew Material

Premivin Prices

Whenever Material is not readily obtainable at published or listed prices because of national emergencies. strikes or other
unisual causes over whigh the Dperaler has no control, the Operator may charge the Joint Account for the required
Materin! a1 the Operator's actual cost incurred in providing such Marerial, in making it suitable for use, and in moving il
1o the Joint Property: pravided notice in writing {8 furnished 10 Non-Operators of the proposed charge prior 1o billing
Nen-Operalors for such Materia}. Each Non-Operator shall bave the right, by so electing and notifying Operator within
1en days afler receiving notice from Operatot, (o furnish in kind all or pant of his share of such Material suitable for use

and acceprable 10 Operator.
Warranty of Material Farnished By Operator

Operator does not warrant (he Material furnished. In case of defective Material, credit shall not be passed to the Joint

Acceunt until adjustment has been received by Operator from the manufaciurers er their agents.

¥ INVENTORIES

The Operator shall mainiain detailed records of Controllable Materizl.

Periodic Inventorics, Notice and Representation

Al reasenable inlervals, inventorics shall be taken by Operator of the Joint Aceourt Controllable Materizl. Wrinen novice
of {nlention ta take inventary shall be given by Operator at least thirly {30} days befere any inventory is to begin so that -
Non-Operaturs may be represented when any inventory is taken, Failure of Nen-Operaters 10 be represented al an

inventory shall bind Non-Operatars 10 pecepl the inventory taken by Operator.

Reconciliation amid Adjustment of Inventoricy



Adjustinents 1o the Juint Account resulling from the reconciliation of a physical inventory shall be made within six
months following the taking of the inventory. Inventory adjustments shall be mage by Operator te the Joinl Accouni far
overages and shonages, bul, Operatos shall be held accountable only for shertages due to lack of reasonable diligence.

Special Inventories

Speeial inveniorics may be taken whenever there is any sale, change of interest, or change of Operator in the Joint
Psoperty. It shall be the duty of the party sclling 10 natify all other Partics as quickly as possible after the iransfer of
interest takes place. In such cases, bath the selter and the purchaser shall be governed by such inventory, In cases
involving a change of Operator, all Parties shall be governed by such inventory.

Espense of Conducting Inveniorics

A.  Thc cxpense of conducting periodic inventaries shalt not be charged 10 the Joint Account unless agreed to by the

Partics.

B.  The expense ot conducting special inventories shall be charged to the Partics requesling such invenleries, excepl

inventories required due 10 change of Operator shall be charged to the Joint Account.

VI MISCELLANEQUS PROVISIONS

‘The following, notwithstanding any thing herein to the contrary, shall be made a part of and included in these Accounting Procedures.

In ke event Non-Operater iy required under any applicable provision of the Operating Agreement er under Article 1{3) of
the Accounting Procedure, (o advance or prepay funds for eperatiens ty which it has copsented, any discount effered by
Vendors sclling to the Joint Account and actually recelved by Operstor during and applicable te such prepay situation shall
be credited prorara by Operator to Non-Operator,

Any volume discounts or special rebates which are credited to the Qperator by vendors selling tw the Joint Account shall be
2 credit to the Juint Account when recelved by the Operatar,

In the cvent Operator plans te use his vwn cquipment fur any operations hercunder, or the cquipment of any subsidiary,
parent cuompany or sister company, Operiror agrees thaf the charge to the Joint Account for the use of such equipment
shall be cquoal to the competitive market price far the use of similar cquipment,

In the event Operator plans to purchase poods andfor services for the Joint Acconnt from his own subsidiaries, parent
compsny or sister company, such goods and services shall be campetitively priced,

Within one hundred twenty {1200 days after close of operations on any well drilled bercunder, any unused or salvaged
tubulary shall be credited to the Joint Account, offercd proportionsiely to the Non-Cperators "in-kind™ ar sotd to a third
party with a credit being reflected on 1he Joint Account.

Operator aprees 1 scquire any tebular goods obtained fur the Joint Account at competifive market price. 1l Operator
wished to use tubular goods from its own inventory, er the Inventory of any subsidiary, parent compuny or sister company,
such tatrulars shiall be charged to the Jolnt Account at prices which are cqual to or fuwer than competitive market price. In
no event shall Operanor charge the Joinn Acenmnt for material transfers from ity own inventery atnill price whea milt priee
i» i excess of competitive market price.

"The futlowing shall be zdded to the existing provisions of Article 1.5 of the Accounting Procedure:

"Operator shatl have ninety (90) days from recelpt of the audin report to resolve all exceplions listed therein,  If soid
exeeptions are not resolved within the specified thne period, interest sball begin aceruing at the rate prescriied in
Parsgraph 3 above oo all aamounts finally credited to the Juint Aceuwnt as a result of the andit”,



EXHIBIT “D”

Attached to and made part of that certain Operating Agreement dated
October 3, 2012, between COG Operating LLC, as Operator, and
McCombs Energy, LLC, ct al, as Non-Operator(s)

INSURANCE REQUIREMENTS

Operator shall carry for the benefit and expense of the joint account,
insurance to cover operalions pursuant to the terms of this Agreement.

(A) WORKERS COMPENSATION INSURANCE as required by the
laws of the state in which operations will be conducted and
EMPLOYER'S LIABILITY INSURANCE with a limit of not less
than $1,000,000.

(B) GENERAL LIABILITY INSURANCE with limits of $1,000,000 for
cach occurrence, bodily injury or property damage, which includes
seepage and pollution coverage, a general apgregate limit of
$2,000,000; plus exccs.;; general liability coverage of $3,000,000 per
occurrence and nof less than $2,600,000 aggrepate.

(C) AUTOMOBILE LIABILITY INSURANCE (including all owned
and non-owned automobiles) with a combined single limit of not less
than $1,000,000 combined single limit for bodily injury or property
damage.

For more particular details as to the above coverages, deductibles and
specific exclusions, pleasc refer to insurance certificates or notify our office about
specific information requests.

No other insurance will be purchased for the joint account without the
consent of the paritics hereto. Any party, individuatly, may procure and maintain at
its own cost and expense, such other insurance as it deems proper to protect itself

against claims and such shall inure to the benefit of such party.
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AERICAN. ASSOCIATION OF PETROLEUM  LANDMEN

AAPL FORM 610-5 - GAS BALANCING AGREEMENT - 1692 MMERCA: s 4 LANDMEN

NOTE lastructions Fur Use ol Gas Bulincing
Apreement MUST be reviewed belore nulizing

1his documens.

EXLIBIT En
FAS BALANCING AGREEMENT ("AGREEMENT™)
ATTACHEL 1O AND MADE PART OF THAT CURTAIN

GEERATING AGREEMENT DATED __ Ocluler 3,206
DY AN BEIWE COC Opernting LLE oy Eprratanr
AN MNeCambs Eneyuy, LLC, e1al, ("OPERATING AGREEMENT™)
RELATING FO TIBE __ N2 of Spering 3 TEIS-R32H ANEA,
Lea COUNTYHARISILSTATE OF New Mevicn
L DEFINTTIONS
The Keflrenng JFellniticns slalf dpply o this Agreement:
EOV "Arnr's  Leogth Agecment” shall mwean any ogas sales agmeenment with o an wmaflifinted  puchoser o oany gas salex
agreement  wiils an o allfisied  perlaser where  the sales price and delivery comditions wmder  sugh agreensent e
wepresentitive of  prices and delivery conilitions eadsting under ok similar pprecments o the e belween
amffiliated partics o the same e o maizd g of compatbie quatity and quangity,
102 "Balaneing, Arca® shall mzan (seleet onck
vach  well subject o the Opesating Agreanent s poduees Gas or B alforaleld a0 shie o Gin prdaetion, 10«
single well  is completed  in oo or more paaducing ienals, wach produeing bwaval Gome which e Gas
pmduclion is nol commingled in the weilbore siiafl be considvred o semnaie well, '

El—all of thescrvoge and depths subioct el Operaing-Agrecnwnis

m]

103 "Full Skare  of Cwrent Production®  shall  mean the Pereeny Inwerest of cach Pay i the Gas senially  podueed
Trem the Badineiag Anes duriag caclt muonth,

LO4 "Gan™ shall mean alf hydocubens prodoced or pundueible frome the Balineing Aren, whether frn o well classilied
as oan ol well or gy owell by the sepuliory agency  Baving judsdiction inosuch omiters, which me our omay be made
aviilible  Tor  sale  or  sepatie disposition by ihe Maties.  eachuding  oil,  condensate amd other  liguids  weeoveral by
feld  cyutpment epeiated  for the Joint account, "Gas" docs wot nclude pas used o joime opergions, sueh oas far fuel,
recyeling on weinjection, or whick is vented or lost prior o its sabe or delivery frany the Balancing, e,

103 "Makeup  Gua" slali mean any  Gos ken by oan Underprodueed Paty tiom ihe Balanging Area in eseess o ds Fall
Shitre al Cutrent Production, whether purspant to Svction 3.3 ar Section 4.1 he

L6 "Mel* shall miear one thousand cubie feer, A cobie Joor of Gas shadl mean the solume of s coniainad in one cobic
Tont ol spage il stchad pressare Wase and i a standand emperitwe Hase,

LAT "MMB shafl memn one million Biitish Thermal - Units. A British Thesval - Unic shail menn the quantity ef - heay
requined W omise one pound aveislopeis o pue waler Bome 383 degoss Falueebell o0 59050 degrees Falzenhieil ar a
combat pressey o 23 poands per squire ineh shaolute,

LIS “Opemtor® sholl mar e individaal or - emtiy doesigniesd wder e remns of e Oposting Agieement o i the
cvent  this  Agreement  is ool employed I connection  wiiho an operaring areoment, e individinl  or entity
desigaced as e opeier ol the wellfs) lecated inlwe Bakueing Asca.

LY "Chopuadoed - Pany® shall s oy Parly Daving aken o greater auaity of Cas o ghe Balapcing A than
the Percentage interest of sueh Pany in e cumulative quanny of all Gas produced ftom the Balancing Area,

LI "Overmoduction”  shatl mean the cwmubive quamiyy ol <oy Iy a0 Party i oeaeess ol ls Porcentige Tatevest in
the cumukitive quesntity o ali Gis produced From the Bakneing Aren.

LIV mPany™  shall sowan Shose bwdividuals o emlides sebjest @0 whis Ageoment, i iy aeportive b, apicossons,
translerees s asigns,

L2 "Pereemnge Interesi”  shali mean the paeentage or decinud interest of  weh Pady in the Gas o producsd Bom the
Balaneing Avcie praasuant b Qpesiting Agvcement covering, the Bafiancing Area,

L1 "Royally™  shadl mean payments op prvduction of G Tome e Dalaicing A o all owncs of ceyaliios,  eveniding
woyelties, produetion piyments or simila neeests,

LI “Undeiproduced Pary™  shall e uny Panty Daving tihen o e guantity of s o de Uakinedng - Area thun
the Perventage Interest ol sueh Party in the cumuditive quantity ol Gis produed Tom e Balieing, Area,

LS "Underprodaction” sl et e deficioney baweenr the comalive quaidity of Guas tken by oo Py and dis
Pereentage Inerest in ihe cumubitive guimtity ol all Gas produced o te Bakuing Adea,

1 0-E(Oplisnnty-2Winter-Paiod = shallmeinale sonthtsy ol e e
ailenduryen-aml the-mintligs ol —_— indhe suceceding calyindn-

pA BALANCING ARCA

000 ahis o Agreemwent covers mae thao one Balagiog A, b shall beospplicd e 00 eaeh Babieing Aron coverw|
by separmie but o identical  apreements, AL balanging havunder shall be o ey hasis of Gas wben fom e Balineing Aiea
nicasured in (AHernative 1) B Mels a-(aternative.2) E-Md s

12 ot ahe event hac ol or ik o die Gus o delivemble fome o Badancing Area s oor Tetomen subject @ ane o mwie
masimum lawlul prices, any oy et subjeet o0 price contels sball be comsidered as pradiecad fum a Balaneing, Aty
umd Gies sulject o eael s i L ful price categony shall be censidered produced Trom w sepamite akimging Area,
3 RIGHT OF FARTIES TOTAKE GAS

300 Pagl Paly desiting o ke Gusowill o notily the Opertes, e ease e Opater o0 beaetifed, o the vobunes
nomioaled,  the  pame ol the masporting pipeline wued e pipeline contezer ummber (5 available) e stalion elaing
weoosuch delivery, suffigiently v oadvimce for e Operton, seting wilh oeesenablc diligesee, e meel sl pemdimation sl other

-1-
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i but in 5o evept will advance notice ef tess than thirly (30} days be decmed suflicient for Gpergtor to mect such requirements.
requirements,, / Operslor 15 authomized W deliver  the volumes “so " nommmied and  confinned ™ (il confirmation is ‘required) 10 the

Lransporting pipeline In accowdance with the tenns of this Agreement.

32, Each Pary shall make 2a reasonahle, pood faith efforn 10 take it Full Shize of Curmemt Production ecach month, to the
cxtenl that such  production is required to maintain leases in clfeet, 10 powet the producing capacily of a well or reservoir, o
preserve cortelulive rights, or W maintain oil production.

33 When a Pay falls for any veasom 1o take ils Full Share of Cuwent Production {as such Share may be redoced by the
right of the other Patics lo make up for Undemproduction as provided bercinl, the other Paties shall be entitled 1o take any
c. To ihe extenl practicable, such Gas shall be made available imitiafly w0 cach  Undeiproduced
Paty in the groportion  that its  Porcentage  Interest  in the  Balancing  Area bews 1o the 1ol Percentage  nterests  of  all
Underpioduced  Pattics desiring 10 ke such Gas. If all such Gas is oot tahen by the Undepuoduced  Padics, the  portion  not

taken shall then Dbe  made available to the other Paries in the proportion  thal their  respective  Percentage  Iterests  in the

Gas  which such Pary lhils “to

Bulancing Area bear (o the total Percentage Interests ol such Parties.

34 All Gas ken by u Pany in accudance with the provisions of this Agreement, regadiess o whether  sweh Panry s
underprodueed  or  overpeoduced,  shall  be  regagded  as Gas wken for is own  account  with  tille dhereto being in o such  iaking
Pany.

3.5 Nowwilthstanding the provisions of Section 33 hercof, no Oveproduced Fasty sholl be emtitled in any month 1o take any
Gas in excess of  three Tundred  pergent (300%3) ol ils Percentage  Doest of  the Balwmcing  Arca’s  then-cument  Maximum
Momthly  Availubility; provided, however, that  this  Jimitation  shall not apply te the extent that it would " prechide  production
thal s tequited o maintain leases i elfect, o proteet the producing capagity of a well or reservair, W pieserve  corrclative
vehts, o o maintin o3 piodueton, "Maximum  Moepbly  Availabitity'  shall  mean the  maximmm  aveiape  monthly  ale of
production a1 which Gus can be delivered  fiom the Budaocing  Azeir, s dewnmined by the  Operator, considering  the  muximum
cllicient well mte for each well within (he Balincing  Area, the maximum  allowable(s) ser by the appropriate  repulatory  agency,
mode of apesation, production facility capabilitivs and pipeline pressures,

36 Tn the event tat o Paty fails o make amangements o take its Full Share of Currenl  Production  required 1o be
paduced to mmintin leses in offed, 0 proleel the producing capacity ef a4 well or reservoir, te jueserve comelative rights, or
e maimain il production, the Operstor may sell any part of sueh Paty's Full Share off Cument Production that such Pty fails
W ke for the aecount ol sueh Paty and render o such Party, on oo eurrent bagis, the full proceeds of the sale, less any

gathering  or - usnsportation  costs  incured  directly  in conneetion with  the  sale of

reasonable—annketing  compression,  lreating,
such Full Share of Cument Produttion. In making the sale comtemplacd  hewin, the Operaior shall be ebligated  only (o obtain
such price aml conditions for (he sale as me reasomable under the elrcumstancss and shafl not be obligned 10 share any of s
markels.  Any—sich—sulo—by—Operator—under—the—terms—hereol—shall—be—only—for—snch—roasonalle—perivds—ol—line—as—are—sonsislent
witli—the—tinimame—needs—of—the—industry—iner—the—pasticular—oin e s pes— bul—in—no—uvent— for—s—period—in—exoess—of—ane
woar; Wotwithsianding  the  provisions ol Article 34 hereol, Gus suld by Operator Ter a Party under the pmovisions hereol shall
be deensed 10 be Gay taken Tor the account of such Pany.
4. IN-KIND BALANCING

4.1 Eflective the fist day ol uny calendar moath {ollowing atleast ___thirty {__ 30 ) days prior
written  notice 1o the  Cyuermor,  uny Underpoduced  Paty  may  begin wking, i addion 1w jts Full Bhare ol Cunent
Moduction and  any  Makeup  Gas  taken  purnuant w0 Setion 33 of this  Agreement, a share of  euent production determined
by mhiplying tweniv-live pereent { 25 %} ol the Full Shares of Current Produgtion o all Overmroduced Parties by
tor  of  which

a  fmclion, the numemlor o which is e Percentage  Interest  of  swch  Underproduced  Pany  and  the  denomi
s he (ot o the Percentage  Interesis of  all  Undeproduced  Paties  desiing 1o ke Makewp Gas. In no event will an
enl | 25 wo) ol its Full Share of Current

Ovaprodueed Party be required o provide mere than __twentv-live pe
Production  for Makeup Gas. The Opaator will prompily  netify all Overproduced  Padics of the  clection of an Underproduced

v siglerpraduced pariy to_cosmence taking makeup zas under the peovisions of this 'q¥r.'tph
ty pives Operptor (h 30) days netice of its electow 1o vease taking makeup gas, mr ugnll 5|'ch1
108 agtent to

Pnn\l' 1o begin fuking Miikenp Gas. The clection ot
to-Operaler o

shadl pemaiy in efleet antal such uneerproduced pe » 1
party’s underprodactien is climinated, whichever otcnrs first, Javthe evént wbiderprodiced party provides nalice
coast taking neakeup gas, siel wnderprodoced party shats not thereafier e allawed (o request makdop pas again until one l[) venr from the fast
day of the munth in \\'Tm: \ |l|ve' last ok makeup pas, This sectinn dags nat apply ta permanent overproduction siluations, Pleise see Section 4.3
regarting situations where nn Overproduced Pariylas produeed alt of its shave of the uitimately recoverable reserves in the Balancing Area.

)

+2—E —(Optional Sensonat— Linzitntion—on—7n1akeup——Option—1)—Noiwihstspding—the—n avisions—aol—Section—d4t—-the
avarage—menthly—amount—oel—Makeup—Gas—taken—by—an—Underprodused—Bity—during—the—3Winter—Perind —pursuan:—o—Section—3-+
shalb—noi veul—U—avemg ronthly—-amount—oi— Maken p— Gis—Aike—y—sueh-—Underprodueed—Pary—during—iho
{ Fimenths-mmcdiotely-proceding-Ue-WingesPeriod-
42— B — (Opsional——Seasonnl—Lintitation-— an—=adlaheup—-—Option—2—Notwithslawhing—the—provisions— ol —SeoHon—3t—t
Overpredduced-Paty-will burequived-to-providenore than persent-f o} F 15— Full

of-Curent-Brosdustion-lor-Mukeup-Gas- during-the- Wintes-Period -

4.3 @ (Optional) Notwilhstanding any ulher provision of this  Agreemert, at such time and for so long as Opemtor. or
{insofar as  concerns  production by the  Opertor)  any  Underpmduced  Panty,  determines in good  faith  that  an Crverproduced
ately recoverble reserves in the Balwcing Arca, such Overproduced  Pany  may

Party has produced  all of its e ol e ulg
be required te make available  for  Makeop  Gas, upon  the  demand  of the Operator or any  Undeprduced  Pany,  up 0
one hundred percent { H %) of such Overproduced Party's Full Share of Current Production,

S.STATEMENT OF GAS BALANCES

5.1 The Opeator will maintin appreprinle accounting on a monthly and  cumulitive basis of the volumnes I(lwil;mlenEiguﬂml cach
Party is entithed 1o receive and the volumes o Gas aclually takep or sold for cach Pany's aceount. Within / l'emydiw—&kﬂ days
aller the month of production, the Opemtor will fumish o statement  for such month  shewing (1} each Party's Full Share of
Cumonl Production, (2) the total volume of Gas actually aken or sold  for cach  Pany's account. (3) the dilference  between

the  volume  gaken by  wach Pty and  that Pays  Full Share  of  Cuneat  Production, (4} the  Overproduciion  or

Underproduction of  cach Party, w53 other  Jata oy recommended by the  provisions o the Council  of Petreleum
Acvountarts  Socicties  Bulletin No24, as amended  or supplemenied  hereafter. Each Pany  wwhing Gas  will  promptly  provide  to
the Opertor any dula 1equised by the Operntor Tor preparation of the statemenis required hereunier.

52 I any Pany fails 1o provide the data required  bewin for four {4) consccutive produciion  months, the  Operator, or
where  the  Opertor  has  taited  to provide data,  another  Pany, way  audit  the  production and  Gas - sules and  transportation
volumes of the non-reporting Paty to provide the wequited data, Such awdit shail be conducted only afler reasonrable notice and
during  nozmal  business bows in the  olfice of " the Pary whose records are being audited. AN costs ussociated  with such  audit
will be chacged to the account of the Party (riling w provide the requited data,

6, PAVMENTS ON PRODUCTION
6.1 Gach Pary thking Gas shall pay or cuuse 10 be paid all production and severmnce taxes duc on all volumes of Ga¥

-2 .
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actually taken by sueh Pany.
G:2—BH—{(Adlernatis e———Entitiemenis}— Esch—any—sha —pay—or—cause—is—be—paid —all—Royalty—due—with—respest—io—Royally

]
L)
L]
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owners—to—whom—il—is—asoountablo—as—if—such—Pary—wore-~taking—ise—FuHl—Share—ol— G remt—Pioduction—and —only—itr—Ful—S Imee—of
Curent-Pioduslion ) ’
62 E—{(Optional——JFor—use—onuly— with—Section—-6 2——Alerm live— l——EKutitlement ) — Bpon—wi ilen—requost—ol— a—sy
taking—ess—than—itr— Full—Share—of~— Cunem—Produetivn—in—a—gi ven—moh— G unent— U ndapoduc oS f—any—ty—iaking —ore—dan
its—Fultl—Share—al— Gurrent—rod uetion—i n—such—aoamb—£ Gunnl—Ove! M edu et r—witl—-pay——stwh— Esrme—Underprodiuses—an
unieuii—easti—menth—uquit--o-—1ho—Royaity—perseniage—ol—ibe—procecdi—recuivd-——by—the— Qunent— Overproduces—lor—ihal— postion—of’
ihe—Curen—Underprodusess—Full—Shire—of—ECirent—Produstion—-tishen—by—the— Curent— Overprotiucer—provided—however,—4ha
sty —will—not—exeved—the—Royally—percentige-{hai—s—commos—1o —all—Ruyally—burdens—= in—he— Balansing — A ca m— Payments
bo—d F—payments—io—he—Wndeproduccd—Runtys—Royiliy—uwnens —for—pumoses—of

made—pursuant—1o—ihis—Soelivi—G-2-4
SestionT5:

6.2 @ (Alernative 2 - Sales) Fuch Party shall pay or cause 0 be paid Royalty due with respeet W Royally ownens w
whom it is accountatrle based on the volume of Gus uciually waken lor its secount.

G3 In the cevenl that any povemmental awhorily tequires that Royalty payments be made ova any other basis than  that
provided Jer in Whis Sceven 6, ecach Party agrees e nmake such Royalty paymomts accodingly. tommencing on the elfective date
required by such govemmental authority, and the metliod provided for herein shall be thereby superseded.

7. CASH SETTLEMENTS

7.0 Upen the calier of e plugging amd abandonment of he lasl pioducing interal in the Balancing Arca, the  lennination
of the Opermting  Agreement or uny  pooling li:lrrumsual\ g 5u.'mcm covering  the Dalancing  Arca, or @t any time oo Gas i5 taken
from the Batancinz Arca for a perind of / twefea—(2) comseculive moeaths, any Paty may give wullen nolice calling for cash
seltlement of the Gas prodluction imbalimees minong the Panties, Such notice shall be given 1o all Pantics in the Balanging Area.

72 Witkin sixty {60) days alter the notice colling for cash senlement under Seetion 7.0 ihe Opermer will disuibuie w0 each
Party a Final Gas  Sewlement  Sttement  detailing  the  quantity o Overproduction  ewed by cach Qverproducced  Party  to each
Unterproduced  Pany  and—idesniFying—i| nonth——, dhisli~—such—Oveprmfugtion—is—-atiribuled,  pumsuant 10 the  methodology

scl ol in Section 7.4.

F3—B—(Alernmtive — l— Divect—Pariy-to-Pary—Settlement) —Witin—sistv— {00 —duys—afler—iecaipl-ol—the— Final—Gas—Soitloment
Stutementy—each—Gvarpsudus ed — Panty—with-—pay——i1o—-cach—Undesproduc ed—Rany—=entilicd ——1o—settlement—i o —-approprate—-cash
satilemenli—ageoim paiivd— by—appropri: aee g—ditnil—At—iho—tinie—of—payment—aihe— Overpivdueed—Pariy—will—nolif—ihe
Opanterol ihoGanlh.llalmuA_.cﬂch-b'H1ll.‘-9-h‘lpmdllﬂ\1"F"il‘lr-r]‘nyl!}ehl-

73 B (Alternative 2 - Scltfement Through Operator) Within sixty  (60) doys  aller reccipt of the Final Gas  Scttlement
Statement,  cach  Overprodoced Paty will  send it cash senlement,  accompunicd by appropiate  nccounting  detail, o the
Operator. The  Opemtor  will  distibule  the  monies  se  wevcived, aong  with oy sedement owed by the Operater as  an
Ovarproduced  Panty, 1o cach  Undepoduced Paty 1o whom setlement is due  within pinety (W) days  afier  issuance  of  the
Final Gas  Setilement  Statement. In the  evet that any  Ovopoduced  Paty  fails  to pay  any  sculement due  hereunder,  the
Opontor may . over responsibility  for the coliection ol such settdoment 1o the Panty 10 whom i1 is owed. and the Operator

wilt have ne further respensibility with regind to suclh settiement.

F3:1-B—(Optionnl Lor—usu—only—withSection—T3, —Altornative =3 ——Settlement—Through—Operator)—Any—Pany—shall—have
the—righl—ut—uny—time—upon—thiny— 30— dayr'—prio—wi itten—notico—to—al—other—Panicr—io— domand = hat—any—sellenonty —due—such
Pasty—for— Overmodueiiol—be-—paid-—diveet iy —10—such—Pary— by—the—Ovenpuducstt—any— rill— han—being—paid —shmugh—he
(8] —hn—ile—event—hast—in—Ovapaxluced—nty—piays—tho—QpemloF—any— sums—luie—to—in—Uideprodueod—Pary—at—iny-—time

1

afler—thinty——EB0)—dayr—Iul lowing —the—receipb—oF~the—nolice—provided—for—hierein—iho—Overproduced-Pi ny—wi ll—continue—io-—-be—Kable

tostich-Undaproduccid-Ranty-foramy-sume-so-paid -until-payn wni-is actialy-peveived-by-the-Undemprodue od-Rasty=

Ft—[—(Alernative—1 Histaricyl—3nles —DBisish—<Flie—anuuns—of—ihe—eash—seibenen —will—be—bised —on—the—pioceads
received—by—the—Overprodused—Par y—under—teed i v— g th—agreaneit—for—tie— Gav—fa beti—{iom—inv—io —ibne—hy—the
Overproduecd—Pany-—in—excons—oi—ilhia—Overproducad—Partysr—Ful l—Shime—of — Gurent—iaduation—Any=-Makeup—Gas—raken—by—ile
Waderproduued —Pary— priol—la—minelary lemett—heremider—will—be—applied—1o— ol et—Overproduction—ahronologioal ly—in-—the

enlerofacenilk:

74 B {Alteraative 2 - Most Recent Sales Busis) The amoewnt of the cash selement will be based on ke proceeds
received by the Overproduced  Pany  under an Amw's Lenpth Agreement Tor the valume of Gos s constiltied  Overproduction
by the Oveproduced Panty  Jram  the Dalancing  Asea, For ihe  pumose of implenweniing  the  eash  senlement  provision  of  the
Scetion 7. an Overproduced  Party  will not be considered 10 have produced any el on Unduproduced  Party's share of Gas  unitil
the  Ovapoduced  Party  has prducad cumudatively all of its Percentage Toterest shae of the Gas  ultimately  pinduced  from  the
Bulancing Arca.

7.5 The values used Jor caleulating the cash setement under Seetion 7.4 will inchkle all proceeds received for the sale of he
Gas by the Ovemoduced Party caleuloted at the Bulancing  Arca, after deducting any  production or severmnee  taxes paid and  any
Royalty  ocwally paid by the Oveproduced  Party o an Underpoduced  Pany’s Royally ownei(s), 1w the coxtent said  paymenls
amounted  to o discharge o saild  Undemproduced Party's Royally  obligation, as well ns  any  reasenzble  markyting,  compression,
treating, pathering or tmmsponation costs incuncd dircetly in connection with the sale of the Qvemmoduction,

7508 (Opiional - For Valuntion Uader Percentage  of Procecds  Centructs) For  Ovaiproduction  sokd under o pas
pulise  contmel  providing  Tor payment based on o pereenmage o the progeads  obiained by the  purchaser upon  tesale of
residue pas and diquid  hydrocarbons eaincted ot a0 gas processing plint, he valugs used o caleatytiag enshsettlement will
include  proceeds  weeived by the Overmoduced  Pany for bath e liguid  hdrecasbons and  the residue gas attribotable w0 the
QOvapuoduction.

752 —(Optivoal
Gl — Marty—at—i—gits—processing—plint—tor—the—estetion—of-—liquid—hyslioca bor — Uie— il — guantity— i F—he— Qvemudustion

Vilwtion—{or—Protessed —Gns——Cption—1) —For—Ovarprosduc lion— processed—loF——accounl— ol~—the

will—bo—vilued—foi— puposer—of—cuslb—settlement—ial—i e—pi ives—recei vod - by—iho— Bverprisduced - Party—{ iw—ho—silo— of—the—residue—gas
irilntible—to—the—— Ovarpoduction—wvithoul—iegard —lo—proveeds—attibutalsl—to—liquicd—hydsoci ons—whiglh—-nisy—have—heen
axtsaciad-homabe Gveminduction.

752H (Optional - Valuation [or Trocessed Gas - Oplion 2) For Ovemproduction  piocessed  for  the account ol the
used  for  caleulating  cash

Overproduced  Patty w0 o pay  processing plant Tor the  extmction ol Hgquid  hydrocarbons, e val
settlement will nclude the proceeds  reecived by the Overpradueed  Party  for the sale of he liguid  bydrecaabons  eximeled  from
the Overmoduction, less  the actual  reasonable  costs incusred by the Overproduced  Panty 10 proceas  the Overproduction and - 1o

wransped, Mmctionate and handle the liquid hydroearbons eximeted thereliom prior o sale.
76 Te the eatent the Ovomodoced Pty did not sell sl Overproduction under an Ann's - Leogth Agreement,  the cash

sellement  will  he  hased on e weighted  avesge  price seceived by the Overnoduced  Pay  for any  gas sold  from the,
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Balancing  Area under Ann's  Length  Agrecmems  during the momths o which such  Overproduction &5 attributed. In the event
that no sales umder Arm's Length Agieements were made during any  such month, e cash scabement for such month will - be
based on the spot sales prices published for the applicable geographic mea during such momh in o mubually  aceeplable pricing
bulletin,

7.7 Inwerest compounded 2 the rmte ol twehve percent {__E2 %) per anaun or the maximum lawful

e of interest spplizable 1w the Dalancing Arca, whichever s less, will acerue for all amounts due wwler Scetion 7.1 beginning
o 7.3, Such intercst shall be beme by the Opemter o1 any

the st duy following the date payment is due posuant 10 5
Ovaproduced  Panty  in the  moportion it their  mospective  delays  beyond  the  deadlines st out in Sections 7.2 and - 7.3
contnibuted 1o the aeenw ef the Inlerest.

7.8 I liew of e ensh senlememt required by Seetion 7.3, an Overproduced  Pay may deliver 10 the Undemproduced Party
an offer to settle ity Overpeaduction in-kind and at such  rates, gquentities, times and  sowtes as way  be agreed upon by the
Undegnoduced  Panty. I the  Padies are wnable to agree wpon  the  magoner in which  such in-kind  setlement  gas will  be
fumished within sixty (60) days  after e Overproduced  Pany's offer 10 seule i kisd,  which paiod nwy  be extended by
agreement of said Paties, the Overproduew] Party  shall make a cash seilement as provided in Section 7.3, The making of an

in-kind  seutement offer under this Section 7.8 will not delay  (he accrual of interest on ihe v oseltfement should  whe  Parties

fail to weach apgreement on an in-kind sctilement.

79 @ (Optioual - For Balancing Arcas Subject to Federal Price Regulation) That portion of any menivs collected by an
Oveproduced Party  Tor - Overoduction which s subject W sefund by orders of the Federul Enerpy  Repulatory  Commission  of
ather  suvernmental  authesity  puy  he  withheld by ihe QGvoapoduced  Party  until - such prices  are  Mully  approved by  such
govenmental  suthority, wsless  the  Underproduced Pty famishes o comornle  undevabing,  ccemable  to the  Overproduced
Pagy. agrecing 1o hald e Overproduced  Party  hamiless  from  financiaf  loss  ddee 1o relund orders by suchl  governmental
aatherity,

-?~.H}-E!—{Oplilmnl—-—-lnlorim—Cnsh—Bnlrulriuu)—A|——uny—timu—during—IIn.-—lum|—«l'—ihi»—Agn-cuu.'nh»un_y—meumluoed—l"ﬂny
1nay,—in—it9—.~.<»le—die‘-c1clim1,—m;|ku—ca:I)—-:.clll-.'nu:m[.~;}—-willl—lllo—Ulﬂuthm]ncml—Ikmi»HO\-cﬁug—«ll—nl'—pmt—ul"—iu-—muskmding—Gae.

s 1} hitive

imbalance—povided—i hat—sheh—seltlements — must=- be—nude—with—it—Undeproduced —-Putics—proponionaicly
imbabinees—ol—ie—Underprodused—PRanios—iamnd— provided — fuitlo —that—sueh—settioments—may— pot—he—mide—more —pllen-—ihan—once

evepp—tweitty-tour— 2 —months—=suel—sctioments—sv ili—bewr caloslald—in—be—sime—manter—powided al for—inal h
seulcme_ms.—TIm—-O»unpnaducml—[’u|ty—will—mwido—l—)pcmuw—n—delaiIL\l—-nm;uunu'w‘;—n['—-:my—suc-h—ca:-h—ﬁotllemcm—WilhiIl—thiﬁyA{-MH
dirysallerihesailemeni-is muade.
K. TESTING

Notwithstanding  any provision of this  Agweement (o the conrey, any Pany  shall have the right, fiom time 1o time, to
produce and ke up W oone husdied pereent (100%) of o well's entie Gas stream Lo et the  reasonable  deliverability  tesi(s)
requined by such Pany's Gas purchaser, wmd the rghl lo tabe any Makewp Gas shall be subardinate 1 the 1ight of any Pany (o

conduct  sweh  tesls;  providal, however, tiat sih lests shall be condugied  in accordance with  prudent  opemaling  practices  only
aller ___thirty ( A ) days' prior wrillen notice to the Operaior and shall last no longer than
SCYONIY-IN O { Iz ) hours.

9. OPLERATING CONTS

Nothing in this Agreement shall change or afficel any  Pany's  obligation 0 pay its poportionate  share o all cosls  and
liabifities incwred i opendions o or in comnection with the  Balwseing  Area, as s share thereal is set fonh iu the Operaling
Agreement. inespective  of  whether any Panty i wi any  tme selling aud usitg Gas  or  whether such sales or use are in
proportion Lo its Percentage Ltetest in the Balineing Area,

1. LIQUIDS

The Paries shall share propoaionately in and own all liquid hydmembans  recovered  with Gas by ficld equipment  operated

for the juim account in uccordanee with heir Pereeniage Interests in the Balanciag Arc.
L AURIT RIGHTS
Notwithstonding — any  provision i this  Agreemenl  arany  other  agreenent  belween Ui Panties  herete,  and Turther

atien or cangellation of this Ameenent. Tor o pedod of twe (2} yous fom the end of the calendar

notwithstanding  any  Leny
year in which any information w0 be [wmished under Section 5 or 7 hewal Js supplicd. any Pagy shall lave the right o audit
the  weonds of  any  other Paoty  cpasling gquantity.  inclwding bur onol limited 1o informagion  reginding  Biu-conlent.
Any  Underproduced Panty  shall have the right fr o period ol twe (2) years fiom e end of the calendar yoar in which any

cash  setilemenm s received  puestant oo Section 7t awdit the records of any Oveproduesd Pty av 1o all  maters  cenceming

values, inchuling bui not Emited Lo information  wgarding mices wd disposition o Gas fum - the Balancing  Area,  Any  such
audit shall be comducted at the cypemse of the Paty o Paies dusiving sucle audiv and shall be conducted, after  reasonable
notice,  dwing  normal  business  hours i the office of the Pty whose meonds are being  audited.  Eaeh Pany  hercte  agrees 10
muintin ocands as o the volumes and prives of Gas sold each omenth and the volumes ol Gas used in ils vwn  cpueralions.
along with e Royahy paid oo ooy sweh Gas osed by a Paty in its own opersions. The awdit rights provided  for s Wis

1 5.2 ol this Agreement,

Sectivn 17 shall be in addition w tinse provided fo in See
12, MISCELLANEQUS

121 As between e Padies, i e evemt of any conllict between the povisions of his Agreement and the  posisions of
any gas sales contmct. wr i the evenl of uny  conllict between  the provisions  of (his  Agreement and  the  provisions ol the
Operiting Agreciment, dhe provisions al ths Agreement shall povem,

12,2 Cuch Puny agrees to defund, indeamily amd okl hamless all other Parties from and agnivet any and wll liabilie for

any ehims, which may be asserted by uny thil gty which aew or hereafter stands in 2 contmetun! elationship with - such

indemnifying Pany and which arise out ol the wperation of this  Agreement or any aetivities  of such indenmitying  Parly  under
the  provisions of this  Agreement, and  dues funher agree o sive the other  Paties  hamless Tam all judgments  or Jdamages
sustained aml costs ineurred In connection therewith,

123 Except us  ulhenvise  movided  in this  Agreemens,  Opetor s authoriecd 1o administe  the  movisions o this
Agreement,  but shadl have no lishility w0 the other Paries  Tor losses  sustuited or  Hability  incurred  which arise owl al o om
conncclion  with  the  performance of  Operater's  dutics hereunder, except such as iy jesult Trom Opeator’s  gross  negligowe  or
willi]  misconduer, Operator shall not e diable 10 any  Undapodoced Party Tor - the failure of any  Overpodieed  Party,  (other
hian Operatar) te pay any amounts owed pusuant 1o the leems hercod.

124 This Agieement shall eomin i Rl foree and clfect Fu as lobg as the Operating Agreement shall emain i foree

elfect a5 o the Balancing Aic, and  (heweafier undl the Gas aecounts between the Parivs e settbed o full and swll inare 1o

Paries  horcto,  and thelr respeetive heirs, successors,  lega)  sepresentalives |

the  benelit of  snd be  binding  upon the
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amd assigns, i0 any. The Patics herclo ugree o give notice of the existence of (his Agreement 10 iy successor in inlerest of
any such Pary aml o provide thal any such suecessor shall be bound by s Agreement. and shall Tunther make any tansfer of
any interest subject 1o the Gperating Agreement, or any part thereof, also subjeet tw ihe Lenas of this Agreement.

12,5 Unless  the conteat clemly  indicaes  otherwise, wonds wsed in the  singular  include the ploml, the plual  includes  the
singular, amd the neuier gender includes the masculine and the femiing,

12,0 In the cvest e any  “Optional”  provision af this  Apreement i not adopted by the Punies w  this Agreemem by a
typed, prioled or  handwrillen  indication, such  provision  shal! not  form o pant ol dhis  Apreement, and ne  inferenee shall  be
made conceriing the jnmient of the Pamies in such eveps, In the cwemt that any  "Allemative® provision of® this Agreement i not
so adopiad by the Pamies, Abemative 1 oin each sach jnstmce shall be dewsed 1o love been adepled by he Panties 55 8 mesulr
of any such omision, n those coses whore it is ncliented thar am Optional provisien may  be used enly il o specific Altermotive
is selocied: (i) an eleetion te include said Optiomal provision shall not be effective unless the Aliernative i question s selected;
and (i) the  cection o doclude said Option?  provision  must he  expressly  imdicated  hereon, it being  undessiood  that  he
selection of an Alentive  cither exprossty or by defoule as provided herein sladl not. in and of isel). conslimic an clection 10
include an associated Optional pravision.

127 Thiv  Agrecment shall bised the Panies  in aeconlmee  with the  provisiens  lereaf, and  nothing  herein shall be  constmaed
oy herete, ov as being o stipulation in faver of any

or intepreted as crealing any  righls inooamy  penon o entily not a
such person or eatity.

128 )f  conmempormneously  with  this - Agreeaent beeaming  effective,  or lherealier, any  Paty  vquesis dut apy  other Pany
exealle  anappropriale meparimdem oc aotice ol this  Agreenent in ooader W gihve thind panies solice of reconl ol same
submiis samie  For execution i orecopdable Tonn, sugh memesindum or notice shall by duly  executed by the Panty 1o which such
request Os mde and  delivered  promptly  ihercafter 0 the Party  making  the request. Upon receipt, the Party making  the  request

shall vause ihe  memonmdom or notice o0 be duly  recorded  in the  appopriate real  property oF other  reconds  affeeting e

Baulancing Arnca.

129 In the event  Internal  Revenwe  Serviee  regulvions  sequire o wnifoom  method  of  computing  1asable  income by ali
Partics, cach Pty agrees 1o compule Al weport income o the Iniemal Revense  Sevvice  (select ane)  E—as—il—such—{arty—wore
tekisgt—its— Full—Share—oF—Curren—Rroduction-~during—ach—relevanl—av—peritd—in—accomdaiwe—with —sueh —regulations—insofir—as—sune
based on be quaniity of Gas aken for ils account in o accordance  with

rabla—to—entitlement—nethod —ax—eonpukations —or—
such regalativns, imsabir as same welile llo sales method tax eamputalions.
13, ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1 Subject to the provisions of Scetiens 132 (0 clected) and 133 hoeof, and nelwithst

uling anything i this  Agreemen:
or i the Opersting Agrecement o the contrwy, 00 any  Pany assigns {including any sale, exchunge or other trnsfer) any of it
working intencst i lhe Balnging Awa when sugh Fany iy o Undepreduced or - Gremiodueed Py, the assignment o other
act ol (nsfer shall, insofir as the Paties Dierete wre cancened, include all interest of the assigning or tnnslening Panty  in the
Gas, all aiphts 1o receive or obligations w provide nr ke Makewp Gas and all rights (o reccive or obligatiens 10 make  any
manetyy  paymenl  which  may  ultimaicly  be due hereunder, ax  applicable. Opermtor and each of the wiher Panties hercto  shall
therralter  treut the  assipnment  accordingly,  and  ihe  ossigning or usnstoring Puny  shall lwok  solely 10 its assignee or other
transferee lor any ioerest in the Gos or monctury payment that such Pany muy line o e which # may be emitled, and shall
viuse ils assighce o vther immsfied o ussune its ohligaions ereunder,

132 B (Oplivnal - Cash Scideanewt Upon Assipnanenl)  Notwithsianding  anyihing  in this - Apreement  tincluding  but ot

timited 1o the provistons of Section 131 hereof) or in e Opemting Agreement 1o the contrry,  md subject 0 (he  provisions
of Section 133 lercof, i the gwent e Overpiaduced Tany  intends 1o sell, assigh, exclange  or  olherwise  tansler any of s
uerest in o Bolancing Asea,  such Overproduged Many  shall  notily  in wriling  the olher woiking  inleresk owners - who o are
Parties hereto in such Balancing Atea ol sweh fhetan least ey, ( 30 Jddiys prior (o closing the
tmnsaction.  Thacafier,  any  Undaproduced  Party may demand fom such Ovegeodsesd Paty in wiiling,  within
cishsettlement of its

It

reecipt ol the Overproducid Pany's notice

lilteen { 15 } davs alie

Undenuoduction N e Balancing Aren, The Operator shafl Be notified of  any stch demad and  of any  cash seilement
pursuant o this Seerion 130 and e Overproduction and - Underprodoction of cach Pty shall be adjusted  accondingly,  Any - cash
setlement posiont o this Svction )3 shail ke paid by e Overproduced  Famy oo oo belare the cailier 1 peenr () of sixty (60)
days aller woceipt ol ahe Undoproduced Pary's demand  or (i) at the closing o the  wansaction in which  the  Oveiproduced
5ok inleest inoa Bulmcing Asen on e same basis as othenwise sel Tonk in

Party sclls, assigns, exchanges oF otherwise i
Scetions 7.3 through 7.6 hereof und shull bear inwrest ot g wmte s fonh s Seaion 17 hereol,  beginning  sixty  (60)  days

oller the Ovenuoduend Paty's sale, assisnmen, exehimpe o sl of ils dnerest o ahe Balmcing Aren Sor any smounls  no)
paid,  Provided, however, 6 any  Underproducad  Party  does nul o denmnd such cosh seltbement of ity Underpeuduction  from  the
Baluacing  Arew,  such  Undemproduced Pty shall ook exclusively o the assignee or other - successor ininterest of  the
faction  of such  Undeprodoced  Pany's  Undennoduction  in - ascondance

Overproduced Party  giving - natice hereunder for the s
wilh the provisions ol Seetion 13.7 have!,

13.3 “The provisions of this Section 13 shadl nov he applicable in tie event any Paly  mongages ils inlerest or disposes ol fis
imterest by meger, corganization, consolidagion or sale o substantinlly all of Qs assels 10 a subsidiory or parent company, ur o
any company inwhick any puent or subsihiary ol such Pany owns o majority of the stoek o such compuany,

. OTHER PROVISHINS
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A.

EXHIBIT “F”

Attached to and made part of that certain Operating Agreement dated
October 3, 2012, between COG Operating LLC, as Operator, and
McCombs Energy, LLC, et al, as Non-Operator(s)

NONDISCRIMINATION AND CERTIFICATION OF NONSEGREGATED FACILITIES

Equal Qpportunity Clause {41 CFR 60-1.4} (Applicable only to contracts or purchase orders for more
than $10,000.)

During the performance of this contract, the Operator agrees as follows:

(1) The Operator will not discriminate against any employee or applicant for employment because of
race, color, religion, sex, or national origin. The Operator will take affirmative action o ensure that
applicants are employed, and that employees are treated during employment, without regard {o their
race, color, religion, sex, or national arigin. Such action shall include, bui not he limited {o the
following: Employment, upgrading, demotion, or transfer, recruiiment or recruitment advertising, layoff
or terminations, including apprenticeship. The Operator agrees to post in conspicuous places,
available to employees and applicants for employment, notices to be provided by the contracting
officer selting forth the provisions of this nondiscrimination clause.

{2) The Operator will, in all saligitations or advertisemenits for employees placed by or on behalf of the
Operator, state that all qualified applicants will receive consideration for employment without regard to
race, color, religion, sex, or national origin.

{3} The Operater will send to each labor union or representative of workers with which it has a
collective bargaining agreement or other contract or understanding, a notice to be provided by the
agency contracling officer, advising the labor union or workers' representative of the Operator'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.

{4) The Operatar will comply with all provisions of Executive Qrder 11246 of Septernber 24, 1865, and
of the rules, regutations, and relevant orders of the Secretary of Labor.

(5) The Operator will furnish all information and reports required by Executive Order 11246 of
September 24, 1965, and by the rules, regutations, and orders of the Secretary of Labor, or pursuant
thereto, and will permit access to its boaks, records, and accounts by the contracting agency and the
Secrelary of Labor for purposes of investigation to ascertain compliance with such rules, regulations,
and orders.

(6) In the event of the Operator's noncompliance with the nondiscrimination clauses of this contract or
with any of such ruies, regulations, or orders, this contract may be canceled, terminated, or
suspended in whole or in part and the Operator may be deciared ineligible for further Gavernment
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 pravided in Executive
Order 11246 of September 24, 1965, or by rule, regulation, or order of the Secretary of Labor, or as
otherwise provided by law.

(7) The Operator wili include the provisions of paragraph (1) through (7] in every subcontract or
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued
pursuant to section 204 of the Executive Order 11246 of September 24, 1965, so that such provisions
will be binding upon each subcontractor or vendar. The Operator will take such action with respect to
any subcontract or purchase order as the contracling agency may direct as a means of enforcing
such provisions including sanctions far noncompliance: Provided, however, that in the event the
Qperator becomes involved in, or is threatened with, litigation with a subcontractor or vendor as a
result of such direction by the contracting agency, the Operator may request the United States 1o
enter inta such fitigation ta protect the interests of the United States.

Cerlification of Nonsegregated Facilities (41 CFR 60-1.8.} (Applicable only 1o contracts or purchase
orders which are not exempt from the provisions of the Equal Opportunity Clause set gut above.)

The Operator cerlifies that it does not, and will net, maintain or provide for its employees any
segregated facilities at any of ils establishments, and that it does not, and will nct, permit its
employees to perform their services at any localion, under its control, where segregated facilities are
maintained. The Operator aarees that a breach of this certification is a viclation of the Equal
Opportunity Clause in this contract or purchase order. As used in this certification, the term
"segregated facilities” means any waiting rooms, work areas, rest rooms and wash rooms,
restaurants and other ealing areas, time clocks, locker rooms and 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 fac! segregated
on the basis of race, creed, color, or national arigin, because of habit, local custom, or otherwise.



Exhibit “F", continued
Page 2 of 2

The Qperator further agrees that {(except where it has obtained identical cerlifications from proposed
subcontractors for specific time periods) it will obtain identical certifications from proposed
subconiractors prior to the award of subcontracts exceeding $10,000 which are not exempt from the
provisiens of the Equal Opportunity Clause; that it will retain such certifications in its files; and that it
will forward the following notice to such proposed subcontractors.

NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF
NONSEGREGATED FACILITIES. A Cerlificate of Nonsegregated Facilities must be submitted prior
to the award of a subcontract exceeding $10,000 which is not exempt from the provisions of the Equal
Oppertunity Clause. The certification may be submitted either for each subcontract or for all
subcontracts during a period {i.e., quarterly, semiannually, or annually).

Affirmative Action Compliance Program {41 CFR 60-1.40.) (Applicable only if (&} the Operator has 50
ar mare employees and (b)'the contract or purchase order is for $50,000 or more.)

The Operator shall develop a written affirmative action program for each of ifs establishments, and
within 120 days from the effectiveness of this coniract or purchase order, shall maintain a copy of
separate programs for each establishment, including evaluations of utilization of minarity group
personnel and the job classification tables, at each local office responsible for the personnel matters
of such establishment.

Emplover Information Report {41 CFR 60-1.7.) (Applicable anly if {a} the Operator has 50 or more
employees, and (b) the Operator is not exempt (pursuant to section 60-1.5 of Title 41 of the Code of
Federal Regulations) from the requirement for filing Employer Information Report EEO-1, and (¢} the
contract or purchase order is for $50,000 or more.)

The Operator agrees to file with the appropriate Federal agency annually, on or before the 31st day of
March, complele and accurate reports on Standard Form 100 (EEQ-1) promulgated jointly by the
Office of Federal Contract Comptiance, the Equal Employment Opportunity Commission and Plans for
Progress or such form as may hereafter be promulgated in its place.

Affirmative Action for Disabled Veterans and Veterans of the Vietnam Era (41 CFR £0-250.)
{Applicable only to contracts or purchase orders for $10,000 or more.)

The affirmative action clause prescribed in section 60-250.4 of Title 41 of the Code of Federal
Reguiaticns is incorporated herein by reference (as permitted by section 60-250.22 of said
Regulations) as if set out in full at this point. |f the Operator (a) has 50 or more employees and (b)
this contract or purchase order is for $50,000 or mere, then within 120 days from the effectiveness of
this contract or purchase arder, the Operator shali prepare and maintain an affirmative action program
at each establishment which shall set forth the Gperator's policies, practices and procedures in
accordance with section 60-250.6 of said Regulations,

Affirmative Action for Handicapped Workers (41 CFR 60-741.4.) (Applicable only to contracts or
purchase orders for $2,500 or more.}

The Affirmative Action Clause prescribed in section 60-741.4 of Tille 41 of the Code of Federal
Regulations is incorporated herein by reference (as permitted by section 60-741.22 of said
Reguiations) as if set out in full at this point. If the Operator (a) has 50 or more employees and (b)
this contract or purchase order is for $50,000 or more, then, within 120 days of the effectiveness of
this contract or purchase order, the Operator shall prepare and maintain an affirmative action pragram
at each establishment, which program shall set forth the Operator's policies, practices and
procedures in accordance with seclion 80-741.6 of said Regulations.

Utilization of Minority Business Enterprises (Federal Procurement Regulations 1-1.13.) (Applicable to
contracts or purchase orders which may exceed $10,000.)

{1} It is the policy of the Government that minarity business enterprises shall have the maximum
practicable opportunity to participate in the performance of Government contracts.

(2) The Cperator agrees 1o use his best efforts to carry out this policy in the award of his subcontracts
to the fullest extent consistent with the efficient performance of this contract. As used in this contract,
the term “minority business enterprise” means a business, at ieast 50 percent of which is owned by
minority group members or, in case of publicly owned businesses, atleast 51 percent of the stock of
which is owned by minority group members. For the purposes of this definition, minority group
members are Negroes, Spanish-speaking American persons, American-Orientals, American-Indians,
American-Eskimos, and American Aleuts, Contractors may rely on written representations by
subcontraclors regarding their status as minority business enterprises in fieu of an independent
investigation.

End of Exhibit “F”
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Attached to and made a part of that certain Operating Agreement
dated effective October 3, 2012, by and between COG OPERATING LLC, as Operator,
and McCombs Energy, LLC, et al, as Non-Operator(s),
covering acreage in Lea County, New Mexico

MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT

THIS AGREEMENT. entered into by ind between COG Qpenting LLC |, herelnaller reftrred to as "Operator,” and the signatory pany or
partics other thin Gperaton, hereinalter referied o jndividually as “Non-Openator,” and eollectively as “Non-Operaos.”

WIIEREAS, the panies o this agreemient are owners of Ol and Gas Leases andfor Qil and Gas Inerests in the land identificd in Exhibit “A™
{said Iand, Leascs amd hiterests heing hereinaller called the “Contrmgt Area’™, and in any instange in which the Leases or Inlerests of a parly are
not of reeord, the record owner and the panty bereto tat owns e interest on rights therein are reflected on Exhibii “A™;

WILEREAS, the partics hereie have excculed an Operating Agreciment dated Qctaber 3, 2042 {herein the “Operating Agreement™), covering the
Contract Area for the purpose of exploring and developing sueh lands, Leases and Interests [or Qil and Gas; and

.
WHEREAS. she parties liereto have encenied this agreement for the purpose of imparting notiee w all persons of the rights and ebiigations of te
parties undes the Operiting Agreenyent and for the fnthar purpose of perfecting Uese rights capable of perleetiun,

NOW, TITEREFORE, in consideration of the mutual vights and vbligations of the partics hereto, it is agreed as follows:

1. Thig agreement supplements e Operiting Agreemen, which Agreement in its entircty is incorpermted herein by sefircuce, and all tenns
used herein shall have the meaning asciibed to thent in the Operaiting Agreement.

2. The padies do herehy apree that:

A, The Qil and Gas Leases and/or Oil and Gas Interests of the panies eemprising (he Contmet Asen shall be subjeet to and burdened with
the s and provisions of thig ngreement und 1he Opermting Agreement, and the partics do heweby commit such Leases and Interests 1o
1he performanee thereol.

B, The explortion and development of the Cuntract Area for Qil and Gas shall be govemned by the 1enms and provisions of Lhe Operating
Agreement, as supplemented by this agreement.

C. All costs and Tinbilities incurred in operations under this agreement and the Operating Agreement shall be bome and paid, and all
vyuipment and inmiesials scquired in operations o the Contmet Area shalf be owned, by the parties hiereto, as provided in the Operating
Agrecment,

0. Regandless of the record tite ownership to the Oil and Gas Leases ambfer Ol and Gas Interests identified on Exhibit *A,™ all preduction
ol Oil and Gas from the Centruet Area shall be owned by the parties as provided in the Opemting Agreement; provided nothing
contained i thig agrecment shall be deemed an assignment or cress-assignment of interests covened harchy.

E. Eich party shal! pay or delivern, o cause to be paid or delivesed, wll bunjens on dts shure of the production fram the Contract Arcn ag
provided in the Operating Agrecment.

F.  An overiding royalty, production paymenl, net profits interest or other burden payable o of production hereafter ereated, assipnments
of prodsiction given as security for the payment of money and those aveniding ryaltics, production payments and other burdens
payable oul aT preduction heretolore creaed and delinet as Subsequently Created Interests in the Operating Agreement shall be (i)
bome salely by the pany wliose inlerest is bundened therewith, (i) subject 1o suspension ity panty is requised to assign or relinguish 10
another party an intesest which is subject 1o such burden, and (iii) subjoet W the tien and security sntenest hercimalier provided if the
purty subject o such busden fails to pay its share of eapenses chargeable hereunder and wier the Opernting Agreenseat, 2l upon the
ierms aml provisions and in e limes and mannes provided by she Opemting Agrecment.

G, The Gil and Gas Leases and’or Oil and Gas Interests which are subjeet hereie miy nol be assigaed or transferred except in accordance
with those wenms, provisions and restrctions in the Opersling Agreement regulating such tansfers.

This agreement and the Operting Agrecment shall de binding upen and shall jnure 10 the benefit of the partics hereto, and their
respretive Iwiis, devisees, Jegal sepresemiatives, and assigns, amd 1be tems hesrol shall be decowed 10 7un with the leascs or interests
included within the lease Comruct Avea,

H. The paaics shail have the right (0 sequise an iserest in fenewal, extension and replacement leases. leases proposed 1o be surrendered,
wells pmpased 10 he ubancdoned, and infeeests 10 be relinguished as a result of nor-participaiion in subsequent operations, alt in
accordance with the wenns and provisions of the Gpuerling Apreement.

I The rights and abligations of the parties and the adjustiment of inlerests among them in the event ol a failure or loss of titte, each party's
1ight 10 popose operations, abligations with (espect to participation in operativns on the Conlract Arma and the conscquences of a
lure to participate in npermtions. the 1ights and obligations of the parties regarding the marketing of production, and the rights and
remedies ol the pasties (or Friluse o comply with Gnancial obligations shall be as provided in the Operating Agreement.

L. Euch party's interest under this agreenient and under the Operating Agreement shall be subject to relinguishment for its failure to
patticipate in subscquent operations and cach pay’s share of produciion and costs shali be reallocated on the basis of such
relinquishment, all upon Lthe werms and provisions pravided in the Opurating Agreemen.

K, All other malters with wepedt 1o explortion and development of the Contact Area und i ownership and transfer of the Oil and Gas
and/ey Oil and Gas Interest therein shall be governed by the terins and provisions of the Operiting Agreement.

[.cases

3. Theparties hereby grant reciprocal liens and seeurity intercsts as follows:

A, Each party grants o e other parties hercwo o lien upon any intetest il now owns or licrealter acquires in Oil and Gas Leases and Oil
and Gas Jowerests in the Conuact Asca, sl o secwiity Interest and/or purchase meney security interest in any interest il naw owns or
Terealter ucafuites in the persanil property wnd [ixuies on or used or obtuined for use in connection therewith, to seeure perfonnance of
all of ity ubligations under this agreement s the Operating Agreement inchuding but not limited to payment of expense, inerest and
fees, the preper disbursement of 21l monies paid under this agreement and the Operating Agicenicnl, the assignment or relinguishment
of interest i Qil and Gas Leases a5 teguired under this agacenent and the Operating Agreement, and the proper performange of
operations under this agreement atd the Operating Agrecment, Such lien and secuity interest granted by each party hereto shall inelude
such party™s leaseliold intorests, working interests, operating rights, and royshy and overriding royally interests in the Contiuct Area
now owied ar lierealler acquired and in lands pooled or unitized therawith or otherwise becoming subject 10 this agreement and the
Opeating Agreement, (he Qi and Gas when extimcted thereliom and cquipment situated thereon or used or obtained for use in
connection Uerewith (including, withowt imdation, alf wells, wels, and tubular gouds ), and accounts (including, withoul iimitation,
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H.

accounts acising from 1he sale of production at the wellbead), contract rights, inventory and general intangibles relating theseio or
arising therelrom, and all proceeds and products of Uk foregeing.

B, Each pary represents and warmants to the other parties hereto that the lien and seeurity interest granted by such pasty 10 1he other parties
shall be a first and prior Llicn, and each party hereby agrees 10 maintain (e priority of said licn znd sccurity interest ugainst all persons
acquiring an interest in Qil and Gas Eavuses and Iterests covened by this agreoment and the Opemting Agreemnent by, through or under
suck paity. AR parties acquiring an imerest in Qil 2nd Gas Leases and Oil and Gas Interests covered by this agreement and the
Operaling Agreement, whether by assignment, merger, morigage, operalion of law, ar othenwise, shall be deemed to have taken subject
10 the lien and security interest granted by the Operating Agreement and this instrument as (o all obligations attsibutzhle to such interest
under this agreement and 1he Opemting Agreciment whether or not such obligations arise before ot afier such intercsl is acquincd.

€. To the extent that the partics have a security interest under the Unilonn Commiercial Cade of the state in which the Contimel Arca is
sitwated, they shall be entitled to cxercise the rights and remedies of a seeused pany under the Code. The bringing of a suit and the
obtaining ol judgment by 2 party for the secured indebtedness shall nol he deemed an clection of remedies or elherwise afTeet the tien
riglts or security interest as security for the payment thereof. In additton, upon defoult by any pany in the payment ol its share of
expunses, iaterest or Cees, or upon the smpraper use of funds by the Operatar, the other parties shall heve the fght, without prejudice Lo
other rights or remedies, 1o collect from the puichaser the proceeds from the szle of such defaulting party’s share of Oil and Gas until
the amount owed by such panty, plus interest, s been received. and shall have the right to offset the amount owed against the proceeds
from the sale of such delauslting party's share of Oil and Gas. All puzchasers of production may ely on a noliGeation of default from the
non-defauiting party or parivs stating the amount due as a result of 1he detault, and all pasties waive any recourse available against
purehasers Tor releasing production proceeds as provided in this paragraph,

D. lany patty fails 1o pay its share of expenses within one hundred-twenty (120} days alier rendition ol'a slatement therelor by Cperer
the non-defauliing partics, incfuding Qperator, shall, upon regiest by Operutor, pay the unpaid amouat in the propertion that the interest
of cach sueh party bears to the intercst of all such paries. The amounl paid by cach parly so paying its share of the unpaid amount shall
be secured by the liens and security rights deseribed) in shis pampraph 3 and in the Cperating Agreement, and cach paying party may
independently pursuc any remedy available under the Operating Agreement or otherwise,

E. I amy party does net perfonn all of its obligations under this agreement or the Openting Apreement, and the failure 1o perform subjecls
such party 1o forcclasure o1 caccution proceedings pursuant 1o the provisions of this agreement or the Operating Agrecment, to the
extent allowed by goveming taw, the defaulting paty waives any available right of redemption feom and alier the dale of judgment, any
required valualion or appraisement of the mortgaged or secuned property prior 1o sale, any available right o stay cxLeution or 1o require
a marshalling ol assets and any reguired bond in 1he event a recciver is appointed. In addition, 1o the extent permitled by applicable lavw,
each party hereby grants tu the other pactics a power of sale as lo any property that is subject 10 the lien and security rights granted
hercunder or under the Operating Agreement, sucls power 1o be exercised in the manner provided by applicable law or otherwise in a
commercially reasonable manner and upen reasonable notice.

F. The lien and sceurity interest granted in this pargraph 3 supplements ientical rights granted ander the Operating Agrecinent.

G. To the extent pennitied by applicable law, Nen-Operators agres that Operator may invoke or utilize the mechanics” ar matcrialmen’s
lien low of the state in which the Contract Area is situated v ovder 10 secwe the payment to Operater of any sum due under this
agreement and the Operting Aprecinent for services perfonmed ot materials supplivd by Operator,

H. The above deseribed security will be Fnanced ot the wellhead of the well or wulls located en the Contizet Area aml this Reconding
Supplement may be flled in the land records in the County or Parish in which the Contract Acea is localed, and o5 o financing stalemenl
in all secording oiTices reguired under the Unilform Commercisl Code or olher applicable state statutes to perfect the above-described
security interest, and any pasty hereto may [ife o continuation statement 25 necessary under the Uniform Commereial Code, or olher
state laws.

“This sgreement shall be elfective as of the date of the Operating Agreement as above reeited, Upon termination af this agreement and the
Onerating Agreement and the satisfaction ef al) obligations thereunder, Opermtor is authorized fo (ife af record in all necessary recording
affices a nelice of leimination, and eacls pany herelo agrees (o exeeute such a notice of weanination as to Opertor’s interest, upon the
request el Operator, 1F Operator hus comphied with all ol its financial obligations.

This agreement and the Operating Agreement shall be binding wpon and shall inure to the benefit of the parties herete and their respective
heirs, devisces, lepal representatives, suceessars and assigns. No sale, encumbrance, transter or other disposition shall be mide by any pnty
of any interest in the Leases or nterests subject herete except as expressly permiiled under the Operaling Agreement and, if' penmitted, shall
e made expressly subject 1o this agreement and the Opermiing Agreensent asd without prejudice o the nghts ol the other pinties. 1F the
wrnisler is permitted, the assipnee of ar ownership interest in any Oil and Gas Lease shall be deemed o panty 1o this agreement and the
Operating Agreement us te (he [nterest assigned frum and after ihe efective date of the tansfer of vwnership; provided. however, that the
utber patics shall not he required 1o ecognize any such sale, encumbranee, tansfer or other disposition for any pupose heteunder until
thirty {30) days after they have received a copy of the instrument of tansfer er other satisfactory evidence thereo! in writing fiom the
winslitor or tansferee. No assighment oo ather disposition of interest by a panty shall relieve sueh party ol abligations previcusly incurred
by such party under this agreenient or the Operating Agreement with respeet to the interest tansfened, including without limitation the
obligation ol o paly to pay ail costs attributable 1o an operation condueted urder this agrecment and the Operating Agreement in which
such parly has ageeed to participate prior lo making such assignment, and the lien and scourity imerest granted by Asticle VILB. of the
Operting Agreement and hereby shali continue to burden the ineiest transferred 1o secure paymunt of any such ohligations.

In the event of & conllict between the lemis and provisions of this agreement i the terns and provisions of the Operating Agreement,
then. as between the panties, the teims and provisions of the Opemting Agreement shall contzol.

This agreement shall be binding upor cach Non-Operator when this agreement a1 @ counterpart thereol has boen executed by such Nen-
Opertor and Opesator notwithstanding that this agreement is not then or thereafier exveuted by all af the panies 1o which it 35 tendlered or
which ane listed on Cxhibit “A™ as owning an interest in the Contawt Aten or which own, ia fhet, on interest in the Contraet Arca. [n the
cvent i any provision heiein is illegal or uncalorceable, the remaining provisions shall not be affected. and shall be enloreed s if (he
illegal ur unentorceable prevision did not appear herein,

Other provisions.

b2

*HRevised 6/6/13
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COG OPERATING LLC . who hus prepared and circulated this foms for exseution, represems and warrants that (he form
was printed from and, witl the exeeption(s) listed below, i dentival (o the AAPL Form 6 10RS-1989 Model Form Recording
Supplement 1o Operating Agreement and Financing Statemeni. as published in compaterizad form by Forms QOn-A-Disk, lnc. Nu
changes, alterations, or modifications, other i those made by strikethrough andfor inserton and that are Slearly recognizable as

changes in Articles , have been nirde to the Torm.
IN WITNESS WHEREQF, this cpreement sholl be elfeetive ns o the _ 3rd_ Jay o thteba L N2 L
GIMIRATOR

ATTEST OR WITRESS
CUG OPERATING LLC

BBy: Mo i Ahies

Fype or Pyinl Nene
Tille:  Viee President of §.and

Dute:

600 W, Hlinois Avenne
Address:  Midiand, Texas 79701

NON-OPERATORS
ATTEST OR WITNESS
Mellambhs Energy., LLLT

Type o Mint Name

Adddiens:

ATTVEST OR WITNESS
Noriey Corporation

y:

Type or Print Name
Title:

Duate:

Aulelrsss

ATTEST OR WIETNESS
IKent 1'redortion, L1.C

13y

Ty or Pring Name
Title;
Datg:

Address:

ardd b Hueher, Trustee of the Magaret Ko Hunke:
By Dust ot dancd Boosember §, 2002

Thale:

Cenlenuial, LLE

By, Do B, Fedrie

Type or Prim Name
Title:

Dage:

Aclehoss:

’
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ATTEST OR WITNESS

By:  llelen G, Newddl

Date:

Address:

ATTEST OR WITNESS

By: _ Lacry Newell

Date:

Address:

ATTEST OR WITNESS

Lacry Neweld, Individually and as Executor.of the Estate
8y: _of Clay Newell
Date:

Address:

ATTEST OR WITNESS
Norton LLC

By:

Type &1 Print Name
Title:

Date:

Addiess:

ATTEST QR WITNESS

By:  Kenneth B, Hewert

Dale:

Address:

ATTEST OR WITNESS
5 & C Construction, Iuc,

By:

Type or Print Name
Title:

Date:

Address:

ATTEST O WITNESS
SheerFive, LI

By:

Type or Print Nane
Title:

Date:

812 Engle Point
Address:  Montpumery, Texas 77316

ATTEST OR WITNESS
Read & Stevens, Inc.

By:

Type or Print Name
Title:

Date:

Address:

4

*Revised 6/6/13
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ATTEST OR WITNESS

Carol Loeuise Johnson Revocable Trast (2004), Carol
Lowise Jehnson, Trustce

By: _Carol Louise Johisun

ATTEST OR WITNESS

Daze:
Addiess, 1617 Valder, NE
Athuguerque, New Mexico 87112

Martha L. Roberis Revoeable Trust, dated August 9,
2011, Martha L. Roberts. Trustee

By: _Martha L. Roberts

Type or Print Name
Title: _Trustee
Dare:

ATTEST OR WITNESS

3101 Castlereck Road, Villa 58
Address: _Qklahoma City, Oklahora 73120-1361

Prospector, LLC

By:
Tvpe or Print Name

Title:

Date:

P.Q. Box 429
Address:  Roswell, New Mexico 88202

ATTEST OR WITNESS

ATTEST OR WITNESS

Ry:  Estate William C. Johus, M.D.
Date:

Address:

By: _ Estate ol James 5. Shortle, BLD.

ATTEST OR WITNESS

Date:

Address:

Sehulez Properties, LLC

By:

Type or Print Name
Tithe:
Date:

ATTEST OR WITNESS

Address:

Endueance Resources LLEC

By:

Type ot Print Name
Title:
Date:

Address:

*Revised 6/6/13
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ACKNOWLEDGMENTS
Notc: The following forms of acknowledgment are the shon forms spproved by the Uniformy Law on Nelarial Acts.

The validity and efteet of these forms i any state will depend upon the statutes of that state.

Individual acknowlcdgment:
Siate of b]

) 55,
County of

This instrument was acknowledged before me on

by

{Seal, if any)

Title (and Rank)

My conmission expives:

Acknowledgment in representative capacity:
Stale of )

} 88,
County of }

This instrument wis acknowledged before me on

by ils

ol

(Scal, irany)

Title {and Rank)

My connumission expires:

*tevised 6/6/13



Exhibit “A”

Attached (o and made a part of that certain Model Form Recording Supplement to
Operating Agreement and Financing Statement dated October 3, 2012,
between COG Opernting LLC, as Operator, and
McCombs Encrpy, LLC, et al, as Non-Qperaior(s)

O AND GAS LIEASES SUBJECT TO TIIS MODEL FORM RECORDING SUPPLEMENT TO
OPERATING AGREEMENT AND FINANCING STATEMENT:

Scerial No.: NMNM 112032

Lessor: United States of America
Lessee: COG Operating LLLC
Dated: 1/1/2005

Lands Covered:

Scrial No.:

T-19-3, R-32-E
Scetion 3: N2NE, SENE
Lea County, New Mexico

NMNM 103076

Lessor: United States of America
Lessce: W.N, Price
Dated: 3/1/1951

Lands Covered:

Serial No.:

T-19-8, R-32-E
Scetion 3: NW
Lea County, New Mexico

NMILC 067982-B

Lessor: United States of Americn
Lessee: Merit Encrgy Partners
Dated: 117171631

Lands Covered:

T-19-8, R-32-E

Section 3

*Insofar as said lease covers the SWNE
Lea County, New Mexico

A1



