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OPERATING AGREEMENT
THIS AGREEMENT, entered into by and hciween __ Nemo Fund L LLC
hereinafler designated and refcrred to s "Operator,” and the signatory party or paries other than Operator, sometines
hexeinafter referred 10 individually as “Non-Operator,” and collectively as "Non-Opetators."
WITNESSETH:

WHEREAS, the parties (o this agrecment are owners of Oil and Gas Leases and/or Oil and Gas Interests in the fand
identified in Exhibit "A," and the parties hereto have reached an agreemem to explore and develop these Leascs and/or Oil
and Gas Interests for the production of Oif and Gas to the extent and as hereinafier provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L.
DEFINITIONS

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

A. The term "AFE” shall mean an Awthority for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs to be i d in cond ion h der. / An AFE for a Hortzontal or Multi-lateral Well shall clearty

stipulate that the well being proposed is a Horiztmlal or Multi-lateral Well and shall include all Completlon operations for the

proposed Horizontal or Multi-lateral Well,
B. The tem *Completion” or "Complate”

B. The tetm "Completion” or "Complete” shall mean a single operation intended to plete a well as a producer of Oil
and Gas in one or more Zoncs, including, but not limited to, the setting of production casing, perforating, well Jati
and production testing conducted in such op

C. The term "Contract Arca” shall mean ail of the lands, Qil and Gas Leases and/or Oil and Gas Interests intended Lo be
developed and operated for Oil and Gas purposes under this agreemem. Such lands, Oil and Gas Leases and Oil and Gas
Interesis are described in Exhibit "A."

D. The term "Decpen” shall mean a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the weil was previously drilled, or below the Deepest Zone d in the iated AFE, whict is the

PrOp

Iesser. / When used In connectlon with 8 Multi-lateral or Horlzontal Well, the term “Deepen” shall mean an operation whereby a
Lateral is drilled to a horizontal distance greater than the distance set out in the well proposal approved by the Consenting Parties,
or to a horizontal distance greater than the borizontal distance to which the Latersl was previously drilled

E. The terms "Drilling Pasty” and "Consenting Party” shall mean a party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agr

F. The term "Drilling Unit" shall mean the arca fixed for the drilling of one well by onder or rule of any state or federa)
body having authority. If a Drilling Unit is not fixed by any such rule or order, a Drilling Unit shall be the dnilling unit as
established by the pattcrn of drilling in the Contract Area unless fixed by express agreement of the Drilling Partics.

G. The term "Drillsite” shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be
located. / The term “Drllisite” when used in lon with s Hord t or Mulli-lateral Well shall mean the surface location and
the Ol and Gas Leascs or Oil and Gas Interests within the spacing unit on which the wellbores, inclnding all Laterals, are located,

H. The tam "Initial Well” shall mean the well required to be drilled by the parties hereto as provided in Article VLA,

L The term "Non-Consent Wcli" shall mean a well in which less than all parties have conducted an operation as
provided in Anticle VIB.2,

J. The terms "Non-Dritling Party” and "Non-Consenting Party” shall mean a pany who elects not to participate in a
proposed operation.

K. The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or ali other liquid or gascous

bydrocarbons and other marketable sub produced th ith, unless an intent to limit the inclusiveness of this temn is
specifically stated,
L. The tem "Oil and Gas | " or "L " shall mean unleased fee and mineral interests in Qil and Gas in iracts

of land lying within the Contract Area which are owned by parties to this agreement.

M. The tenms "Oil and Gas Leasc," “Lease” and "Leaschold” shall mean the oil and gas leases or interests therein
covering tracts of land lying within the Contract Area which are owned by the partics (o this agreement.

N. The tenn "Plug Back” shall mean a single operation whereby a deeper Zone is abandoned in order to altempt a

Completion in a shatlower Zone. / When used in lon with « Hori: | or Multi-laterat Weil, the term “Plug Back” shall mean
an operation to test or Complete the well at a stratigraphically shalk geologleal horizon In which the operation has been or is
being Completed and which is not within an existing Lateral.

©O. The term "R pletion” or "R pl shall mean an operati hereby a Completion in one Zone is abandoncd

in order to atiesnpt a Completion in a different Zone within the existing wellbore,

P. The term "Rework” shall mean an operation conducted in the wellbore of a well afier it is Completed to secure,
festore, or improve production in a Zone whxch is ly open to production in the wellbore. Such operations include, but
are not limited to, well stimulati P but Tude any routine repair or maintenance work or drilling, Sidetracking,
Detpening, Complcting, R tpleling, or Pugging Back of a well.

Q. The tenm "Sidetrack” shall mean the directional eontrol and intentional deviation of a well from verlical 5o as to
change the bottom hole location unless done to straighten the hole or drill around jumk in the hole (o overcone other

mechanicat difficuttics. / When used in connection with a Horlzontal or Maulti-lateral Well, the term “Sidetrack™ shsll mesn the
directional control and i ional deviation of s well outalde the existing Lateral(s) 5o as to change the Zone or the direction of a
Lateral as originally proposed, unless done o straighten ihe hole or drill sround junk in the hole or to avercome other mechanical
difficulties.

R The term "Zone" shall mean a stratum of earth containing or thought to contain a common accurmulation of Oil and
Gas separately producible from any other comimon accumuiation of Oil and Gas.

Unless the context otherwise clearly indicates, words used in the singular include the plural, the word "person” includes

nalural and arlificial persons, the plural includes the singular, and any gender includes the line, feminine, and neuter.
S. The term “Lateral” shall mean that portion of a wellbore that deviates fram approximate vertical orientation to

pproxi horizontal or and all wellhore b d such deviation to Total M d Depth.

T. The term “Horizontal Well shall mean a well containing a single Laters! which is dnllul, Completed or
Recompleted in a manner in which the hori | of the completion inteyval (1) ds at Icast one hundred (100°) feet
in the objective formation and (2) ds the verticat o P t of the pletion interval in the objective formation.

U. The term “Multi-ateral Well” shall mean a well which contains more than one Laterat which is drilled, Completed
or Recompleted in a manner in which the horizontal p of the completion interva! of ench Lateral (1) extends at least one
hundred (100°) feet in the objective formaci and (2) ds the vertical comp of the pietion interval in the objective
formation(s).

V. The term “Total Measured Depth”, when used in connection with a Multi-latera! or Horizontal Weli, shall mean the
1
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distance from the sorface of the ground to ther (erminus of the wellbore, as measured along the wellbore, Each Lateral taken
together with commen vertical wellbore shall be considered a single wellbore and shall have a corresponding Total Measured
Depth, Notwithstanding the foregoing, in the case of a Multi-Lateral Well, if the production from each Lateral is to be commingled
in the common vertical wellbore then the Laterals and vertlcal wellbore shall be considered collectively as one wellbore. When the
proposed operation(s} is the drilling of, or operation on, a Horizontal or Mulil-Lateral Well, the terms “depth” or “total depth”
wherever used in the Agreement shall be deemed to read “Total Measured Depth” insofar as it a?plm to such well.

Multilnerl‘iv;vgllr term “Vertical Well” shall mean a well drilled, Completed or Recompleted other than a Horizontal or
Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person” includes
natural and artificial p the plural inctudes the singular, and any gender incindes the ling, ferninine, and neuter.
ARTICLE IL
EXHIBITS
The followi hibits, as indicated below and hed hereto, are incorp d in and made a part hereof:

]
X A. Exhibit "A," shall include the following information:

{1) Description of lands subject to this agrecment,
{2} Restrictions, if any, as Lo depths, formations, or substances,
(3) Parties to agr with add: and teleph bers for notice p
(4) P ges or fractional i of parlies to this agreement,
{5} Oil and Gas Leases and/or Oil and Gas Interests subject Lo this agreement,
{6) Burdens on production.

B. Exhibit "B,” Form of Lease.
X _ C. Exhibit "C,” Accounting Procedure.
X D. Exhibit "D,” Insurance.
X E. Exhibit "E," Gas Balancing Agreement
X __ F. Exhibit "F,” Non-Discrimination and Certification of Non-Segrogated Facilities.
G. Exhibit "G," Tax Partnership,
K__ H. Other: Madel Form Recording Statement to Operating Agr and Fi ing Stat t




——
—_ @ W0 00w L b W R —

A.APL.FORM 610 - MODEL FORM OPERATING AGREIMENT - 1989

If any provision of any cxhibit, except Eahibis "E," "F” and "G," is inconsistent with any provision contained in
the body of this agreement, the provisions in the bady of this agreement shall prevail.
ARTICLE i,
INTERESTS OF PARTIES
A. Oil and Gas Interests:

If any party owns an Oil and Gas Interest in the Contract Arca, that [nterest shall be treated for all purpeses of this
agreemem and during the term hereof s if it were covered by the form of Oil and Gas Lease attached bereto as Exhibit "B,”
and the owner thereof shall be decmed to own both royahy interest in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and Habilitics incurred in opetations under this agreement shall be borne
and gaid, and all equip and materials acquired in operations on the Contract Area shall be owned, by the parties as their
intercsts are set forth in Exhibit "A" In the same maoner, the parties shall also own all production of Oif and Gas from the
Contract Area subject, however, 10 the payment of royalties and other burdens on production as described hereafier.

Regardiess of which pany has contributed any Oil and Gas Lease or O] and Ges Interest on which royalty or other
burdens may be payable and except as otherwise expressly provided in this ags t, each party shall pay or dcliver, or
causc 10 be paid or delivercd, all buniens on i share of the production from the Contract Area up to, ban not in excess of,

and shall indemnify, defend and hold the other parties free from any liability thercfor.
Except as othawisc expressly provided in this agreement, if any party has comiributed hereto any Lease or Interest which is
burdened with any royalty, iding royalty, p : or other burden un production in excess of the emounts
stiputated shove, such party %0 burdeped shall 2sgurne and alone bear all such excess obligations and shall indemnify, defend
and hold the other parties hereto harmlcss from any and all claims atiributable 1o such excess burden. However, so long as
the Drilling Unit for the productive Zonc(s) is identical wilth the Contract Area, each party shall pay or deliver, or cause to

be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)
which such party has ibuted to this ag , and shall indemnify, defend end hokd the other pariies free fiom any
liability therefor.

No party shall ever be responsible, on a pricc basis higher than the price reccived by such paity, to any other party's
lessor or royalty owner, and if such other party’s lessor or royally owner should demand and receive setilement on a higher
price basis, the party contributing the affected Lease shall bear the additional royalty burden attribulable to such higher price.

Nothing contained in this Asticle ILLB. shall be deemed an assignmem or cross-assignmeat of interests cavered hereby,
and in the event two or more pamcs ibute to this agr Joinly owned Leases, the partics’ andivided interests in
said Leaseholds shall be d d sep: hold i for the purposes of this ag t
C. Subsequently Created 1

If any party has contributed hereto a Lease or Inlerest that ia burdened with an assig of production given as ity
for the payment of momey, or if, after the date of this agreememt, any party creates an overriding royalty, production
payment, net profils interest, assignment of production or other burden payable out of prod to its working
interest hereunder, such burden shall be desmed & “Subsequently Created iInterest.”  Further, if any party has conm'butoi
hereto a Lease or Interest bupdened with an iding royalty, prod rofits i or
payable out of preduction crealed prior (o the dste of this agreement, al mi: eﬂl qzr:g% '\9!? on E&,’f}.’l‘ u}l suwch
burden also shall be deemed a Subscquently Cremted Interest to the extent such burden causes the burdens on such party’s
Lease or nterest to exceed the amount stipulated in Article 111.B. above,

The party whose interest is burdened with the Subsequently Created Imterest (the "Burdened Party™) shall assume and
alone bear, pay and discharge the Subsequently Created Imtevest end shall indemnify, defend and hold harmless the other
pamcs fmm and agnmsl any liability therefor.  Further, if the Burdemed Pary fails o pay, when due, its share of expenses

geabl , all provisi of Asticle VILB. shall be enforceable against the Subsoquemly Created Intevest in the
same manner as they are enforceable against (he working interest of the Burdened Pamy. (f the Burdened Pamy is required
under this agrecment to assign or relinquish to any other party, or parlies, all or a portion of its working interest and/or the
production atiributable thereto, said other party, or partics, shall reccive said assigr and/or production free and clear of
said Subsequemly Created Intercst, and the Burdened Party shall indemnify, defend and hold harmless said other patty, or
parties, from any and all claims and di ds for p 1 by owners of the Subsequently Created Interest.

ARTICLE LV.
TITLES

A Title Examination:

Titlc examination shall be made on the Drillsite of any proposed well prior to of drilling operations and,
if a-majority—in—interest—of—the-Drilling -Partics—se—request—or—Operator so clects, title examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit, of the well.  The opinion will inchude the owmership of the working
interest, mincrals, royahy, ovemiding royalty end production payments under the applicable Leases. Each parly contribuling
Leases and/or Oil and Gas Inerests t0 be included in the Drillsite or Drilling Unit, if sppropriate, shall fumish to Operator
all absiracts (including federal lease status reports), title opinions, title papews and cumalive saterial m ils possession free of
charge.  All such information not in the posscssion of or made available to Operator by the pariies, but necessary for the
cxamination of Lhe title, shall be obtained by Opemm Operztor shall cause title to be examined by attomeys on its staff or

by ouside sttomeys. Copics of all iiile | be fornished 10 cach Drilling Paty. Cosis incurred by Oporaior in
pmcunng abstracts, focs paid outside au ul]:: examination (including preliminary, supplemental, shut-in royally
and division order Litle opinions) and olher divect charges as provided in Exhibit "C” shall be bome by the Drilling

Parties in the proportion that the interest of ecach Drilling Party bears 10 the tolal interest of il Drilling Parties as such
imerests appear in Exhibit "A." Operetor shall wnake no charge for scrvices rendered by its staff ys or other p |
in the performance of the above functions.

Each party shall bc responsible for securing curative matter and pooling d or ired in
connection with Leases or Oil and Gas Interesta contributed by such mrly Opcmor shall be vueponsﬂ,le for the prepmuon
and recording of pooling desi or declarati and as well as the conduct of hearings
before goverrmental agencies for the securing of spacing or pooling orders or any other orders mecessary or appropriate to
the conduct of ions b d This shall not prevenmt any party from appearing on its own behalf at such hearings.
Costs incumed by Operator, including fees paid to outside attomeys, which are iated with hearings before g I
agencies, and which costs are nccessary and proper for the activitics comamplated under this agreement, shall be direct
charges to the joim account and shall not be J by the administrati whead charges as provided in Exhibit "C."
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Operator shall make no charge for services sendesed by its swafl attomeys or other p el in the perf 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 appropriatc, has
d as above provided, and (2) the title has been approved by the examining attomey or titlc has been accepted by

been

all of the Drilling Pactics tn tuch well.
B. Loss or Fulnrv of Tlte:

.. . , : ; - : " Y
A d L:' ofthe—titk ::__n._:' the—pmazt ho—Bore—the—cosats d ith- 178 il

R0 pary QOBlS-
to—the Lease {nterest—w h' b !v-._' failod-—shall 3 ihe ) a7 ble—to- the 4 in—such—interast IIM. oste—and
bad e ble—thersto)—until—it—has—beon 4k d—for d—souts—paid-- BY 3ttt H ‘ﬂh—ﬂ“ml
U H—hig-—book B06ts-—paid-- By —H—
sbutable-iesucl-failed § »orl
et L0a60

which—has—failed—pav—i part—of—th ot H 4 V! Py 2 such -amatint—shall-bs -nasd
00 -pi

THot ot —pey ARy hy--PiFt-ot—the—ooet P A

(B No—eh hatl be-made to_the-ieint fortosal Sfoon-ar-oalanies— i ith-the-defense-of
{f)-No-charge-shat-be-made-to-the-jeint —Hegal-exp fees 8- W
it-sholl bear-all-axp in therewith;-and
mw £ am voll—or s d-the. " ™ horetrs such—pastys | S intasact 3 the- . )
o—of—awy—woll—or—wells—and P such—pany’s ifterest
of the—Cantract—Area—shal—be—eonsidered—aFailure—ofTitlo—as—to—such ining-Gontraot—Aren—tnlees—thatab f—imtorest

of-the Lense- Interesi—which—5 i d— I shy rtv—who _failed-to-ruake—the- ired -shall not—& boen - fully

ofthe party fai pay
imbursed.—at—the- time—ol—the—loss. - from—the ds—of_the—sale_of Oil—and_Ges—attributable—1o—the_Jost_Loa Intorest
3 HO—1606;~ 1rom— e —P sele—oi—Onl (a5 Jost oF
Denal 'l e hasisfe +hy y N el H Sk + b neid—on- - such—leace—orlnterast
o go—basis; the P P 2 005t5—P by—paid
it—shall-ba- arpih d—for. ] tnel-sost & 4. sl it ll\.n ot-—f¢ Y I ~of-the—soet £ y! hole
#—shell-be P y—paid—by ot Shere- oot y—dry—hel
g, s k- e H ! b, 4, a1 8O- b -0 o-foll ™ a5 nk
previously-dritlod-of v i o oh of the-follewing es- y-te-effeot
—_— 3 H £ the-L Interant--Jecs- gL
P 5-SXF nd-lon
! to—the.
t—previously to—the-or
ad-lease burdens-ok ble-h dee- to-the-person-whe-failed
Sl ¢4 that—noets ofF-Oil-and -Gas—th (-9 o d—and
portio and-Ges P -
hioh—in—the—gh of—such-iease—or—lnterest 4 i
A e of inten
basis—and chioh- 1 of da 1 Interest
h rosul or—Interost
lod—to—other the da—of-satd--posti £ the—Oil—a; Gaa-4 tb 4 her H
“-5!( thee—parties;—tho—p portion—of 4 and he Sys_the-other - porties
H°Y 3 to-th R Y5l v | Exhibit "AN ot
iB-prep to-theirrespestive " A and;
08— p-to-th ¢ of d-costs_thot-may-be Aty is-oib o-ownel
{e}-hny up-te costs;-thet-maybe-prid-by-any-party-who-is;-of —the owner

p ‘:
£ases gll:clnlt‘résfs commitied to this agrecment, otherthan—those-set—forth-in—-Asticles
#¥-B-t—and—V-B-2—ebove, shall be joint losses and shall be bome by all partics in proportion to their interests shown on
Extibit "A"  This shall include at not be Timited to the loss of any Lease or Interest (hrough failure to develop or because
express or implied covenants have not been performed (other than peric which requircs only the payment of money),

3. Qther Losses: Al losses / of 13

P

and the loss of any luubyupnmonuﬁwmdofl“pnmrytermnf:llsmmwwedmcxlmded There shall be no
dj of i inthe ining portion of lheCommci Area on a:counlof amy joinl loss.
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ARTICLE YV,
OPERATOR
A. Deslgnation and Responsibilies of Operator:

__ Nemo Fund I, LLC shall be the Opcrator of the Contract Area, and shall conduct
and direct and have full controt of all operations on the Comtract Arca as permitted and required by, and within the limis of
this agr In it perfc of services hereunder for the Non-Opcrators, Operator shali be an independent comtrictor
not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
wilh the election proced ined in this agr Operator shail not be deemed, or hold itself out as, the agent of the
Non-Operators with authority to bind them to any obligation or liability mmad or incumred by Operator as to any third
party. Operator shall conduct its activitics under this agr as a bl P , in a good and workmanlike
manner, with duc diligence and dispatch, in accordance with good oilf) 5 prm:t:ce. avn%j ;r; Cmnplun:\':’ with applicable law and
nﬁulﬁ.\" . nn( % cnlon ev:nl 1:[:& s Iwblluy as Operator to the ges sustained or liabilities incutred

ealcepl such as may resul IE,nm ox wlllful misconduct.
B. Resignation or Removal of Operator und Sclection of Suecessor:

1. Resignation or Remov| Operator may resign at any time by giving written notice thereof to Non-Oparatots.
If Opcrator tenminales its fegal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Op Operator shall be d d to have resigned without any action by Non-Operators, except the selection of a
successor, Opemator may be removed only for good cause by the affirmative vote of Non-Operalors owning a majority interest
based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of Operator; such vote shell not be
deemed effective until a written ootice has been delivered o the Operator by a Non-Operator detailmg the alleged default and
Opcrator has failed o cure the default within thirty (30) days from its receipt of the notice or, if the default concems an
operation then being conducted, within forty-cight (48) hours of its receipt of the notice. For purposes hereof, "good causc” shall
mean not only gross negligence or willful misconduct but also (he material breach of or inability to meet the slandards of
operation conined in Article V.A. or material failure or inability to perform its obligations under this ag|

Subject to Article VI1.D.1., such resignation or | shall not t effective until 7:00 oclock A.M. on the first
day of the calendar momth following the expiration of ninety (90) days afier the giving of notice of resipnation by Operator
or action by the Non-Operators to remove Opevator, unless 8 successor Operator has been selected and assumes the dutics of
Operator at an earlier dalc Operalor, after effeclive dale of resignation or femoval, shall be bound by the tenns rﬂﬁmf as a
Non-Operator. A change of a corporate name or structure of Operator or wmmsfer of Operator's imerest to .any. "single

y, parent or P shall not be the hasis for removal of Operator.

2. Sclection of Successor Opergtor: Upon the resignation or removal of Operatnr under any provision of this agreement, a
successor Operator shall be selected by the parties. The successor Operator shall be sclected from the parties owming an
interest in the eAru al 1he time such successor Operator is selected.  The successor Operator shall be selected by the
affinnative vote of parties owning a majerity inlerest based on ownoship s shown on Exhibit "A”;

ided, h , if an Op which has been d or is d d to have resigned fails to vole or votes only to
sucwai nsclf the Op shall be selected by the affirmative vole of the party or parties owning a majority

imerest based on ownership as shown on Exhibit A" remeining afler excluding the voting intersst of the Operator that was
removed or resigned. The former Operator shall prompily deliver to the successor Operator all records and data relating to
the operations conducted by the former Operstnr to the extent such records and data are not already in the possession of the
successor operator.  Any cost of oblaining or copying the former Operators records end data shall be charged to the join

account # in the formation producing as of the time of the resignation or removal of Operator (or, if more than one formations is

for

La L »
3. Effect of Bankmptey: If Opy b insolvenL, banknept or is placed in receivership, it shafl be decmed to have
resigned without any action by Non-Opcretors, except the selection of a If a petition for relief under the federal
bankruptcy lews is filed by or against Op , and the | of Op is p d by the federal bankruptcy coun, all
Non-Operators and Operator shall comprise 8n intefim operating comumitice to serve until Operator has elected to reject or
assume this agr p to the Bankrupicy Code, and an ekclion to reject this agreement by Operator as & debtor in
possessiont, of by a trustee in bankruplcy, shall be deemed a resignation as Operator without any action by Non-Operators,
except the selection of a successor, During the period of time the operaling committee controls operations, all actions shall
require the approval of two (2) or morc parties owning a majority interest bascd on owncrship as shown on Exhibit *A.” In
the event thete arc only (wo (2) parties lo this agreement, during the period of time the operating commitiee controls
opemtions, a thid party accopusble to Operator, Non-Operator and the federal bankrupicy court shall be selected as a
manber of the operating commitiee, and all actions shall require the approval of (wo (2) members of the operating
committee without regard for their interest in the Contrect Area hased on Fxhibit "A."
C. Employces and Contractors:

The number of employeces or used by Op in ducti i h der, their , and the
howrs of labor and the compensation for services performed shall be daeﬂmmd hy Operator, and all such employees or
contractors shall be the employees o contractors of Operaltor.

D. Rights and Duties of Operator:

1. Competitive Rates and Usc of Affiliates; Al wells drilled on the Coniract Area shafl be drilled on a competitive
contract hasis at the usual rates prevailing in the arca. If it s0 desires, Operator may employ its own tools and equipment in
the drilling of wells, but its charges therefor shall nol exceed the prcvmlmg rates in the area end—the—sate-of-such-oharges
shali—Bbe—agreod—upon—by—the—parties i wiiting - before—drillingep are d, and such work shall be performed hy
Operator under the same tams and conditions as are customary emd usual in the area in cont of independ
who are doing work of a similar nature.  All work performed or materials supplied by affiliates or related pams of Operator
shall be performed or supplied 2t competitive mies, pursuani to wrilten ag and in rd; with and
standards prevailing in the industry.

2. Discharge of Joint Account Obligationy: Except as bercin otherwise specifically provided, Operator shall promplly pay
and discharg i d in the develop and operation of the Contract Area pursuami to this agrecmem and shall
charge cach of thc parlies hereto with their respective proportionate sbares upon the expensc basis provided in Exhibit “C.”
Operator shall keep an accumte record of the joint account hereunder, showing expenses incurmed and charges and credits
made and received.
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3. Protection from Licns: Operator shalt pay, or cause to be paid, as and when they become due and payable, all accounts
of contractors and supplicrs and wages and salaries for services rendered or pafonned, and for materials supplied on, to or in
respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Arca frec from liens and

bt

b regulting
malerials supplied.

except for those resuMing from a bona fide dispute as fo services rendeved or

4, Custody of Funds; Operator shali hold for the account of the Non-Operators any funds of the Nnn-Operatnrs advanced
or paid to the Operator, either for the duct of op h der or as a result of the sale of production from the
Conliact Area, and such funds shall remain the funds of the Non-Opemtors on whose account they are advanced or paid until
used for their imended purposc or otherwise delivered o the Non-Opcrators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be d to establish a fiduciary relatinnship b Op
and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of sepamate accounts for the funds of Non-Operators unless the
partes otherwise spum'ully agree,

5. Aggess Area and ls: Operator shall, except as athawisc provided herain, pmﬂ.'%“)' Nes-Operator
or its duly aulhonzed lqnuml-nve, al 1| n, Sperate s sole risk and cost, full and free access at all reasonable times to
all operations of every kind and charectes being conducted for the joint account on the Contract Area and o the records of

Consent|;

operations conducted Lhereon or production thorefrom, including Op s books and records relating thercto.  Such access
rights shall not be exarcised in a manner interfering with Operator's conduct of an cperation h der and shall not obligate
Opaator 0 fumish any geologic or geophysical data of an mu-prwveclggmm unhs the cost of preparation of such
interpretive data was charged to the ]oln( accoum.  Operator will fumub o mfn} upon request copies of any
and all reports and infc i btai by Op in with production and related items, including, without
limitation, maia and chart reports, } run tickets and monthly puEe s, but excluding
purchase contracts and pricing information Ihc extent not applicable 10 the production of the i 4 sceking the

information.  Amy audit of Opcrators records relating to amounts expended and the appropristeness of such cxpenditures
shall be conducted in accordance with the audit protocol specified in Exhibit "C.*

6. Filing a0d Fymishing Govenmental Reporls; Operator will file, and upon writien request promptly fumish copics o
cach requesting Non-Operator not in default of ilts pay bligati all operational nofices, reports or epplications
required to be filed by local, Stile, Federal or Indian agencies or wthon'l.ics having junsdiction ovar operati b 4
Each Non-Opcmtor shail provide to Operator on a timdy basis all i i y to Op to make such filings.

7. Duilling and Testing Querations: The fallowing provisions shall apply 1o cach well drilted herounder, ncluding but not
limited to the Initial Well:

(a) Operator will prompily .Em H&i&%’m of the date on which the well is spudded, or the date on which
drilling operations are commenced.

o‘:)e rngdh/Non—Opmﬂmsmhm‘s,tcslmlﬁmﬂmtm garding the progress of operations on the
well as the Mn-&pam bly request, inchiding, but not fimited to, daily drilling reports, complmn rqus and well Iogs

(c) Opcrator shall adequately test atl Zones encountered which may bly be expected tn be capable of producing
Qil and GAs in paying quantities as a result of cxamination of the electric log or any other logs or cores or tests conducted

hereunder,

Unless required by a governmental authority or court dlnlown. any nformatlon furnished to or obtained by a Non-Operator
purnsuant to Articles V.0,5, V.D.6 and V.D.7 shall be maintained as confld by the Nlm-l'L and shall not be disclosed by
the Non-Operator without the prior written of Op , Notwith i In thls Agreement (o0 the contrary, the

rights of a Non-Operator as set forth in Articles V.D.5, V.D.6 and V.D,7 shall only apply in tavnr of those Noa-Operstor parties who
are Consenting Partics with respect to 2 proposed operation, untll such time as the Consenting Partics are no longer entltied te the
Non-Conscnting Party's share of production, or the proceeds therefrom, atiributable to the proposed operation In which the Non-
Consenting Parties dld not participate

8. Cosl Estimales; Upon request of any Consenting Party, Operator shalt fumish estimates of cumrent and cumulative costs
incurmed for the joint account &t reasonable imtervals during the d of any operation p to this agreament.
Operetor shall not be hield liable for eroms in such estimates so long as the estimates are made in good faith.

9. Insumnce: At all times while opemtions are ducted h der, Op shall comply with the workers
compansation law of the smtc where the operations are being ducted; provided, h , bat Op may be a self-
insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall
be as provided in Exhibit "C." Operator shall also camy or provide insurance for the benefit of the joinl account of the parties
as oulined in Exhibit "D" atachcd hereto and made a part hereof. Operator shall require ali contraclors engaged in work on
or for the Contract Arca to comply with the workers compensation law of the state where the operations are being conducted
and o maintain such other i as Op may require.

In the event bile liability i is specified in said Exhibit "D,” or subsoquentt ives the approval of the
parties, no direct charge shall be made by Opemstor for premiums paid for such insurance for Operator's  automotive
equipment,

ARTICLE V1.
DRILLING AND DEVELOPMENT
A. Initia] Well:
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B. Subsequent Operations:

1. Proposed Operations: If any party hereto should desire 1o drill any well on the Contract Area other than the Initial Well, or
if any party should desirc to Rework, Sid k, Deepen, R pletc or Plug Back a dry hole or a well no longer capable of
producing in paying quantities in which such party has not otherwise relinquished i(s interest in the proposed objective Zone under
this ag) the pary desiring to dnll, Rework, Sidetreck, Deepen, Recomplete or Plug Back such a well shall give writicn
notice of the proposad operation (o the partics who have not otherwise relinquished their interest in such objective Zone under this
ag-mnalund to all other parties in the case of a proposal for Sidetracking er Deepening, specifying the work (o be

P, Lot o T s praoval B o hirty () o s maposal 16 Reswork Srdeirack Réompliere, Pleg Bock of
mns delivered shall have thirty(30)-days / after receipt of the notice within which to notify the party propusing to do the work
whether they elect to perticipate in the cost of the proposed opevation. if a drilling ng is on k nolice of a proposal o
Rework, Sidetrack, Recomplete, Piug Back or Deepen may be given by telephone and the response period shall be limited to forty-
cight (48) hours, exclusive of Saturdsy, Sunday and legal holidays. Failure of a party 1o whom swch notice is delivered to reply
within the period above fixed shall constitute an election by that parly nol to perticipate in the cast of the proposed operation.
Any proposal by a party (o conduct an opcration conflicting with the opergtion initially proposed shall be delivered (o all parties
within the time and in the manner pravided in Acticle VLB 6. See Article XVI.D.

If all partics 10 whom such notice is delivored elect (o participate in such a proposed operation, the partics shall be

lly itted to perticipate therein provided such operations are commenced within the time period hereafter sct
forth, and Operator shall, no later than ninely (90) days afler expiration of the nolice period of thiny (30) days (or as
prompily as practicable afer the expiration of the forty-eight (48) hour period when a drilling g 8 on localion, as the case
may be), Ily the proposed operation and thereafl plcte it with due diligence at the risk and expense of
the partics penticipating therein; provided, h , taid date may be extended upon written notice of same
by Operator to the other parties, for a period of up to thiny (30) additional days if, in the sole opinion of Operator, such
additional time is bly y to obwin pemits from g i authoritics, surface rights (including rights-of-
way} or appropriatc drilling equiy or o plete title ination or curative maller required for tille approval or

acceptance. I the actual opcration has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any panty hereto still desires to conduct
said operation, written notice proposing same must be resubmitied to the other parties in sccordance herewith as if no prior
proposel had been made.  Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Sidetrack is made hervunder shall, if such parties desire to p pate in the proposed Deepening or Sid
reimburse the Drilling Panics m accordance with  Article Vl,BA. in the evert of 2 Deepening optvation end in accardance
with Article Y1.B.S. in the event of a Sidetracking operation.
2. Operations by Less Than All Partjes:

ok
& Op

(a) Determination of Participation. If any party to whom such notice is delivered as provided io Anicle VLB.1. or
VIC.1. (Option No. 2} elects not lo panicipate in the proposed operation, then, in order to be entitled to the benefits of this

Afticle, the party or perlies giving the notice and such other parties 8s shall elect to parlicipatc in the opevation shall, no
laler than ninety (90) days afier the expiration of the notice period of thirty (30) days (or as promptly es practicable afier the
expiration of lhe forty-cight (48) hour period whea a drilling rig is on location, as the case may be) actually comnence the
proposed op and ipletc it with due diligence. Opevator shall perform all work for the account of the Consenting
Panties; provided, howcver, if no drilling rig or other equipment is on localion, amd if Opemtor is a Non-Consenting Parly,
the Consenting Panties shall either: (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties, or (ii) designate ome of the Ci tng Panies as Op (o perform such work The
rights and duties granted 1o and imposed upon the Operalor under this agreement are granted to and imposed upon the party
designated as Operator for an opcration in which the original Operator is a Nom-C ing Parfy. Ci ing Parties, when
conducting opcralions on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and conditions of this
agreement.

If less than all parties app! any proposed operation, the proposing party, i diately aller the eapiration of the
applicable notice period, shall advise all Partics of the total interest of the parlies approving such operation and ils
recommendation as to whether the Comsenting Parties should p d with the opcration as proposed.  LEach C ing Party,

within forty-eight (48) hours (exclusive of Sawrday, Sunday, and lcgal holidays) afer delivery of such nutice, shall advise the
pmpnsmg party of its desire to (i) limit participation o such party's intcrest as shown on Exhibit "A" or (ii) carry onmly its

prop part (d ined by dividing such perty's imerest in thc Comtract Area by the interssts of all Consenting Partics in
the Comtract Area) of Non-Consenting Parties” i , or {ili} carry it5 proponti part (d ined as provided in (i)} of
Non-C ing Pertics' i her with all or a portion of itsa propottiosate part of any Non-Consenting Parties’

imerests that any Consenting Party did not elect to take. Any interest of Non-Consentiog Partics that is not carried by &
Consenting  Party shall be deemed to be camied by the parly proposing the operation if such party does not withdraw its
proposal.  Failure to dvisc the proposing party within the time required shall be deancd an election under {i). In the evem a
drilling rig is on location, notice may be given by telcphone, and the time permitted for such a response shall not cxceed a
iotal of forty-cight (48) hours (exclusive of Saturday, Sunday and legal holidays). The proposing parly, at its clection, may
withdraw such proposal if there is less than 100% participation and shall noufy all parties of such decision within ten (10)

days, or within tweny-four (24) hours if a drilling rig is on location, following expiration of the applicabl P period.
If 100% subscription to the proposed operation is obwined, the propasing party shall promptly nolify the Conmsemting Parfics
of their proporti i in the operation and the party serving as Opcrator shall comumencc such operation within the
period provided in Article VLB, 1., subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Pagticipation. The entire cost and risk of conducting such operations shall be

bome by the Comacnting Parties in the proportions they have elected to bear same under the tams of the preceding
pargraph  Consenting Perties shall keep the leaschold estatcs involved in such operations free and clear of all liens and

encumbrarces of every kind cteated by ot asising from the operti of the C ing Parties. U such mn operstion resuhts
in a dry hole, then subject o Anticles VIB.6. and VLEJ., the Consenting Partics shall plug and ahandon the well and restore
the surface location at their sole cost, risk and exp provided, h , that those Non-Consenting Parties that

participated in the drilling, Deepening or Sidetracking of the well shall remaio liablc for, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not
increased by the subseq pevati of the Ci ing Parties. If any well drilled, Reworked, Sidetracked, Deepened,
Recomplezed or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in

7
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paying quantitics, the Consenting Parties shall Complete and equip the well to produce sl their sole cost and risk, and the

wcll shall then be tumed over to Op (if the Op did mot duct the opcration) and shall be opested by it at the
expense and for the of the C ing Parties. Upon of operati for the drilling, Reworking,
Sidetracking, R plaing, Deepening or Plugging Back of any such well by C g Panties in ! with the

provisions ol’ this Anticle, each Non-Conscmting Parly shal be deemed to have relmqunhul to Consemting Parties, and the

Consenting Partics shall own and be cntitled (o receive, m to their respective i all of such Non-Consenting Party's

interest in the wcll and share of production therefrom or, in the case of a Reworking, Sidetracking Deepening, Recompleting or Plugging
Back, or a Completion pursuant to Anticle VI.C.1. Option No. 2, all of such Non-Consenting Party's interest in the production obtained
from the operation in which the Non-Consertting Party did not elect to particip Such retinquish shall be effective until the 1 d
of the sale of such share, calculated at the well, or market value thereof if such share is not sold (after deducting applicable ad val .
production, severance, and excise taxes,foyalty, ovemiding royalty and other interests not cxcepted by Anticle 11.C. payabic ow of or
measured by the production from such well accruing with respect to such interest until it reverts), shall equal the total of the following;

() _10¢ % of each such Non-Consenling Party's sharc of the cost of any newly ucqulred surface equipment
beyond the wollhcad connections (inclnding but not limited (o stock tanks, sef treaters, pumping equip and
piping), plus 100% of cach such Non-Consenling Party's share of the cost of operation of thc well commencing with fimt
production and continuing until each such Non-Consenting Party's relinquished interest shall revert tn it umder other
provisions of this Anicle, it being agreed that each Non-Consenting Party's share of such costs and equipment will be that
interest which would have been chargeable to such Non-Consenfing Party had it participated in the well from (he beginning
of the nperations; and

({}_3090 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and R pleting, afler deducting any cash contnbutions received under Anicle VII.C,
and of (b) that portion of the cost of newly acquired equipment in the well (to and including the weithead connections),
which would have been ch bic to such Non-C: ing Party if it had participated therein.

Notwithstanding anything to the contrary in this Article VLB., if the weli does not reach the decpest objective Zone
described in the noticc proposing the well for reasoms other than the awounlmng of granite or practically impenetrable
substance or other condition in the hole rondering further op imp ¢, Operator shall give notice thereof to each
Non-Consenting Party who submitted or voted for an aMemalive proposal under Article VIB6. to drill the well to a
shallowar Zone than the decpest objective Zone proposed in the notice under which the well was drilled, and each such Non-
Consenting Party shall have the option to participate in the initial proposed Completion of the well hy paying its share of the
cost of drilling the well to its actual depth, cakulated in the manner provided in Asticle VIB4. (a). If any such Non-
Consemting Party does nat elect to participate in the fist Completion 'pmpused for such well, the relinquishment provisions
of this Article V1.B.2. (b) shall apply to such party's imarest.

(c) Reworking. Recompleting or Plugging Back. An clection not to participate in the drilting, Sidetracking or
Deepening of a well shall be d d an clecion pot to patticipate in any Reworking or Plugging Back operstion proposed in

such a well, or portion thereof, to which the initial non-consemt clection applied that is conducted al any time prior to full
recovery by the Comscting Paries of the Non-Consenting Parly’s recoupmemt amount,  Similarly, an clection not to
panticipate in the Completing or R pleting of a well shall be d d an clection not lo participale m mmy Reworking
operation proposed in such a well, or portion thereof, to which the initial non-consent clection applied that is conducted at
any time prior to full recovay by the Consenting Parties of the Non-Ci ing Party's p amount.  Any such
Reworking, Recomplating or Plugging Back operation conducted during the recoupmemt period shall be deemed part of the
cost of operation of said well and there shall be added (0 the sums to be ped by the C: ing Parties 300 % of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargesbie 1o
such Non-Consenting Party had it participated thercin. If such a Reworking, Recompleling or Plugging Back operation is
proposed during such recoupment period, the provisions of this Article V1.B. shall be applicablc as between said Consenting
Parties in said well,

(4) Recoupment Matters. During the period of time Consenting Parties arc entitled 0 receive Non-Consenting Party's
share of production, or the p ds thereft C. ing Parties shall be respomsible for thc payment nf all ad valorem,
production, , excise, gathering and other taxes, and all myally, overriding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepted by Anticle HI.C.

In the case of any Reworking, Sidetracking, Plugging Back, R pleting or Deepening operation, the C
Parties shall bc permitied 1o use, free of cost, all casing, tubing and other equipment in the well, hut the ownership of all
sua:h equipment shall remain unchanged; and upon abands of a well afler such Reworking, Sidetracking, Plugging Back,

pleting or Decpening, the C: ing Parties shall account for all such cquipment to the owners thereof, with each
party receiving its prvpomm(c part in kind or in value, less cost of salvage.

Within ninety (90) days afier the npletion of any operation under this Anicle, the party conducting the opcrations
for the Conscnting Parties shatl fumnish each Non-Consemting Party with an i y of the i in and d (o

the well, and an itemized statement of the cost of drilling, Sidetracking, Decpening, Plugging Back, testing, Complcting,
R plcting, and equipping the weit for production; or, at its option, the opersting party, in liey of an itemized stalement
of such costs of operetion, may submit a detailed of hly billings. Each month thereafier, during the time the
Consenting Partics are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
shall fumnish the Non-Consenting Partics with an ilemized satement of all costs and liabilitics incumed in the operation of
the well, togather with a of tbe quantity of Oil and Gas produced from it and the amoum of proceeds realized from
the sale of the wcll's working interest production during the preceding month.  In determining the quamity of Oil and Gas
produced during any month, Cousarlmg Parties shall use mduslry accepled m.ﬂnds such as but not limited (o mamng or

e

periodic well tests.  Any amount realized from the sake or other disposition of equip newly acquired in with
any such opaation which would have been owned by a Noo-Comsenting Party had it participated therein shall be credited
against the total unretumed costs of the work done and of the equi purchased in di ining when the inerest of such

Non-Consenting Party shall revert to it as above provided; and if there is a credit balance, it shall be paid b such Non-
Cansenting Party.
If sd when the Consenting Parties recover from a Non-Ci ing Parly’s rclinquished interest the amounis provided

for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 am. on the day
following the day on which such rcoupment occurs, and, from and afler such reversion, such Nom-Consenting Party shalt

8
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own (he samc imterest in such wcll, the ial and i in or penaining thereto, and the production therefrom as
such Non-Consenling Party would have been entiled to had it paicipated m the drilling, Sidetracking, Reworking,
Decpening, Recompleting or Plugging Back of said well.  Thereafier, such Non-Consenting Party shall be charged with and
shall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this
agreement and Exhibit "C" attached hereto.

3. Stapd-By Costs: When a well which has been drilled or Deepened has hed its authorized depth and alt tests have
been completed and the results thereof furnished 10 the parties, or when operations on the well have been othawise
terminated pursuant to Arlicle VLF,, sand-by costs incurred pending response to a party's notice proposing a Reworking, Sidetracking,
Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required under Article VI.B.6. to
Is) shall be charged and bome as part of the drilling or Deepening operation just leted. Stand-by costs

resolve

subsequent to all parties responding, or expiration of the Tesponsc time permitted,
whichever first occurs, and prior (o agreement as to the panicipating interests of all C ing Parties p to the terms

of the second grammatical paragraph of Anicle V1.B.2. (a), shall be charged to and bome as part of the proposed opemtion,
but if the proposal is subscquently withdawn because of insufficiemt participation, such stand-by costs shall be allocated
between the Consenting Panties in the proportion each Consenting Party’s imtcrcst es shown on Exhibit "A" bears to the tolal
intarest a3 shown on Exhibit "A" of all Consenting Perties.

In the evem that notice for a Sidetracking operation is given while the dnlling nig to be wiilized is on location, any party
may request and receive up to five (5) additional days afler cxpiration of the fotty-cight hour response period specificd in
Arucle VLB.l. within which b respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may require such party Lo pay the cstimated stand-by time in ad es a dition 1o di
the response period.  If more than on¢ party electn to take such additional time to respond to the notice, standby costs shall bc
allocated between the parties taking additional time 1o respond on a day-to-day basis in the proportion ecach electing panty's
interest as shown on Exhibit "A” bears 1o the total interest a3 shown on Exhibit "A™ of all the electing panties.

4, Decpening: If less than all parties elect to participate in a drilling, Sidetracking, or Deepening opemation proposed
pursuant (0 Article VLB.1,, the interest relinquished by the Non-Consenting Parlies to the Consenling Parties under Article
VI1.B.2. shall relate only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone
of which the parties were given nolice under Anicle VI.B.1, ("Initial Objective™). Such well shall not be Decpened beyond the
Initial Objective without first complying with this Article to afford the Non-Consenting Parties the opportunity o participate

in the Deepening operation.
In the event amy Consenting Party desires to drill or Deepen a Non-Consent Well 1o a depth helow the Initial Objective,
such party shall give notice thereof, lying with the requi of Article V1.B.l, to all patties (including Nen-

Consenting Panties). Thercupon, Articles VLB.1. and 2. shall apply and all parties receiving such nolice shall have the right o
participatc or nol participale in the Deepening of such well pursuamt 1o said Articles VIB.l. aod 2. If a ch)mmgopcmnn
is approved p o such provisions, and if any Non-Consenting Pany elects o parucipate in the D
such Non-Consenting party shall pay or meke reimbursement (as the case may be) of the following costs and cxpenses.

(a) If the proposal 1o Deepen is made prior o the Completion of such well as a well capable of producing in paying
quantities, such Non-Comulung Party shall pay (or reimburse Consenting Partics for, as thc case may be) that share of costs
and d in ion with the drilling of said well from the surface to the Initial Objective which Non-
Consemmg Party would have paid had such Non-Comsenting Party agreed to participate thercin, plus the Non-Consenting
Party's share of the cost of Deepening and of participating in any further operations on thc well in accordance with the other
provisi of this Ag ; provided, h , all costs for testing and Completion or pted Completion of the well
incumred by Consenting Parties prior 1o the point of actual operations to Deepen beyood the Initial Objective shall be for the
sole account of Cansenting Parties,

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing
in paying quantities, bul is no longer capable of producing in paying quentities, such Non-Consenting Party shall pay {or
reimburse  Consenting  Partics for, as the casc may be) its proportionate share of all costs of drilling, Complcting, and
cquipping said well from the surface to the Initial Objcstive, cakulated in the manner provided in pamgraph (a) above, less
thote costs uped by the Ci ing Parties from Ihe sale of production from the well The Non-Consenting Party shall
alsa pay ils proportionate share of all costs of reemering said well. The Non-C ing Parties’ proporti patt (based
on the pacemage of such well Non-Conscnting Party would have owned had it previously participated in such Non-Consemt
Well) of the costs of salvable materials and equipmemt remaining in the hole and salvable surface equipment used i
connection with such well shall be defermined in eccordance with Exhibit "C.”  If the Consanlmg Parties have recouped the
cosi of driling, Completing, and equipping the well at the time suwch De ducted, then a Non-

pening op L

is

P g op

Comsenting Party may participale in the Deepening of the well with no payment for costs i d prior o ing the
well for Deepening
The foregoing shall not imply a right of any C ing Party 1o propose any Decpening for a Non-Consent Well prior

to the drlling of such well 1o its Initial Objective without the consemt of the other Consemting Parties as provided in Article
VLF. This Article VLBA. shall not apply te Deepening operations within an existing Latera! or a Horlzontal or Multi-lateral Welf,
5. Sidetmcking: Any party having the right to participale in a proposed Sidetracking operation that does not own an

interest in the affected wellbore at the timc of the notice shall, upon electing o participate, tender to the wellbore owners its
proporfionaie share (equal to its imterest in the Sidetracking operation} of the value of that portion of the existing wellbore
10 be utilized as follows;

(a} If the proposal is for Sidetracking an existing dry hole, mmb\nwnem shail be on the basis of the actual costs
incurred in the injtial drilling of the well down to the depth at which the Sidetrecking op is initiated

(b) If the proposal is for Sidctracking a well which has previously produced, reimb shall be on the basis of
such parly’s proportionale sharc of drilling and equlppmg cosis incurred in the inhial dnllmg of the well down to the depth
al which the Sidetracking op is dh Iculated in the manner described in Anticle VI.B.4(b) above. Such party's
proportionate share of the cost of the well's salvabl jals and i down 10 the depth at which the Sidetracking

operalion i iniliated shall be di ined in dance with the provisions of Exhibit "C_" This Article V1.B.5. shalt not apply to
operations in an exirting l.nlenl ofs Horlmntnl or MultiHateral Well. Drilling Operations which are intended to recover

edration of the abjective formatlon(s) which are conducted in s Horlzontal or Multldateral Well shall be consldered as included
in the original proposcd drilling operation.
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6. Quder of Preference of Opetatigns, Except es otherwise specifically provided in this agreement, if any panty desires to
prop the duct of an pperation that conflicts with a proposal that has been made by a parly under this Asticle VI, such
party shall have fieen (15) days from delivery of the initial proposal, in the case of a proposal to drilt a well or to paform
an operation on a well where no drilling rig is on localion, or tweaty-four (24) hours, exclusive of Saturday, Sunday and iegal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such opemtion is o be
conducted, to deliver to all partics emtitled w participatc in the proposed opemstion such party's altemative proposal, such
altemate propesal o conmin the same it jon required 1o be included in the initial proposal. Each pary receiving such
proposals shall elect by delivery of notice to Operator within five (5) days afler expiration of the proposal period, or within
twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that is the
subject of the proposals, lo patticipale in one of the competing propasals. Any party not electing within the time roquired
shall be deemed not to have voted. The proposal receiving the vote of partics owning the largest aggrogate percentage
interest of the parties voting shall have priority over alt other competing proposals; in the case of a tie vote, the
initial proposal shall prevail. Operator shall deliver notice of such result to all parties entitled (0 participaic in the operation
within five ¢(5) days after expimation of the eleclion period (or within twenty-four (24) hours, cxclusive of Seturday, Sunday
ang legal holidays, if & dnilling rig is on Jocation). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on location} (rom receipt of such notice (o elect by delivery of notice to Operator to participate in such operation or
relinquish interest in the affected well pursuant to the provisions of Asticle VLB.2.; faifure by a party to deliver notice withm
such period shall be dcemed an election ot to participate in the prevailing proposal. See Artide XVLA

7. Confonmity to Spacing Patiern. Notwithstanding the provisions of this Article VL.B.2., it is agreed that no wells shall be
proposed to be drilled 0 or Completed in or produced from a Zone fmm wlncll wel] ]oulcrl elsewhere on the Contracl

m*snmd?:m unlfu ch well wdl gﬂ:%mm{n:wfg&ﬁ'& at ormc‘ﬁ n';:z:; =X t&g!rwzd for drilling,

8. Paying Wells No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this ag with respect to any well then capsble of producing in paying quantitics except
wilh the consent of all parties that have not relinquished interests in the well at the time of such operation.

C. Completion of Wells; Reworking and Plugging Back:

1. Completion: Without the consem of all parics, no well shall be drilled, Deepened or Sideiracked, &xcept any well
drilted, Decpened or Sidetracked p 0 the provisi of Asticle VLB.2. of this agreement. Consent to the drilling,
Deepening or Sidetmking shall include:

1} Anefvm? I\lmfﬁwﬂwdn\hﬂg, pening o1 Sideracking, testmg, Completing end
a}“ ﬂus arlll n;::!,rl Y/ JM m egsaamhge and/or surface facilities, Cormpletlon operations shall be included in the

Option No, 2: All necessary expenditures for the drilling, Deepening or Sidetracking and tm:g ﬂi‘? the well. When
such well mhﬂl its authorized depth, and all logs, cores and other tests have been completed, and the results
themf to the parties, Operator shall give immediate notice to the Non-Operators having the right to

icipate in a Completion atlempl whether o not Operator d pting to Complete the well,

togethcr with Operator's AFE for Completion costs if not previously provided, The parties receiving such notice
shall have forty-cight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of
notice to Operator to participate in & ded Completion aticinpl or o make a Completion proposal with an
ying AFE. Op shall deliver any such Completion proposal, or any Completion proposal conflicting
with Opemator's proposal, 1o the other parties entitled to participate in such Completion in accordance with the
procedures specified in Article VIL.B.6. Election 1o participate in a C ,‘ ion attempt shall include consent to all
neceysary expenditures for the Complelmg and equipping of such well, including y lankage and/or surface
facilities but luding any ;3 not ined on the Completion AFE. Failure of any party
recciving such notice to reply within the period above fixed shall conmstitute an election by that party not to
paniicipatc in the cost of the Completion attempt; provided, that Amicle VEB.6. shall comrol in the case of
conflicting Completion proposals. If one or more, but less than ell of the partics, elect to attempt a Completion, the
provision of Anicle VLB.2. heroof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging

Back" as conmined in Article VIB.2. shall bc deemed to include "Completing™) shall apply to the operations

thereafier conducted by less than all parties; provided, however, that Aricle VIB.2. shall apply separalely to each

parate Complaion or R pletion sttempt undertaken } der, and an clecton to b a Non-C

Party as to one Complefion or R pletion attempt shall not prevemt s party from hecoming a Consenting Party
in  subseq Completion or R pleti p gard] whether the Consenting Parties as to  cardier
Completi or R letion have ped their costs pursuamt (o Article VIB.2; provided futher, that amy

mupmenl of costs by a Consenting Party shall be made solely from the pmduchm altnbutable to the Zone in

which the Completion attempt is made. Elcclion by m previous Non-C 1g party (0 participate in a &g

Complelum or Recompletion atiempt shall roquire such party 1o pay its proportionate ﬂ\are of the cost of salvable
ials and equi installed in the well p to the provi Completion or R letion  atempt,

insofer and only insofar as such matcrials and oquipmemt benefit lhc Zone in which such party participates in a

mﬁ?&&ﬁggmﬂgs A rhi%u:lwlr the contrary, Option 1 shall apply to any Horizontal or Molti-

2. : No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Article VI.B.2. of this sgreement. Consent to the Reworking,

Recompleting or Phigging Back of a well shall include all necessary expenditures in mg such operati and
Complamg uipping of said well includ ge end/or mrl‘u:e facilities. Operator’s notice shall be written and
e ke

AT e ST T T

D. Other Operstions:

Operstor shall not undertake any single project reasonably estimated to requirc an expenditure in excess of __Fifty Thousand _
Dollars($____S0.000 ) except in copmection with the
drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Phugging Back of a well that has been previously
authorized by or pursuant to this agr ided, b er, thet, W case of explosion, fire, flood of other sudden
emergency, whether of the same or different nltum‘ Operator may take such steps and incur such expenses as in its opinion
are required to deal with (he emergency to safeguard life and propenty but Operator, 25 promptly as possible, shall report the
emergency (o the other parties. If Operstor prepares an AFE for its own use, Opetator shall fumish any Non-Opemtor so

10
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requesting an information copy thereof for any single project costing in excess of __Flfty Thousand Dollars
{350,000 ). Any party who has not relinquished ils interest in a well shall have the right to propose that

Operator parfonn repair work or undertake the installation of arificial 1it equipment or ancillary production facililies such as
salt water dispasal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but
not including the inswilation of gathering lines or other transportation or marketing facilities, the installation of which shall
be govemed by sep 2 b the parties) reasonably estimated (o require an expendilure in excess of (he
amount first set forth above in this Aricle VLD. (except in ion with an operati quired to be proposed under
Articles VLB.1. or VI.C.1. Option No. 2, which shall be governad exclusively be Lhose Articles). Operator shall deliver such
proposal to all parties entitled Lo participatc thacin,  If within thity (30) days thereof Operator secures the written consent
of any party or parties owning at least 75 % of the interests of the parties entided to participate in such operation,
each pany having the right (o participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay its proportionatc share of the costs of the proposed project a8 if it had consemted to such project pursuant to the lerms
of the proposal.
E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or Decpened pursuant to Asticle VIB.2., any well which has
been drilled or Decpened under the terms of this ag and i3 proposed Lo be completed as a dry bole shall not be
plugged and sbandoned without the comsent of all panies. Should Operator, after diligent effort, be unable (o contact any
party, or should any party fail  reply within forty-cight (48) bours (exclusive of Satmrday, Sunday and legal holidays) afer
delivery of notice of the proposal to plug and abandon such well, such party shall be demmed 1o have consenied to the
proposed abandonment.  All such wells shall be plugged and abandoned m with licable regulations and at the
cost, risk and expense of the parties who participated in the cost of dn'ﬂmg for Bgeepemng such well.  Any party who objects to
plugging and abandoning such well by notice delivered to Operator within forty-cight (48) bhours (&xclusive of Saturday,
Sunday apd legal holidays) after delivery of motice of the proposed plugging shall take over the well as of the end of such
forty-cight (48) hour nolice period and conduct further operations in scarch of Oil andior Gas subject to the provisions of
Article VI.B.; failure of such party to provide proof bk isfactory to Op of its financial capability to conduct
such operations or to take over the well within such period or thereafier to d parations on such well or pleg and
abendon such well shall enlitle Operator (o retain or take possession of the well and plug and abandon the well. The party
taking over the well shall indemnify Op (if Op is an abandoning party) and the other abandoming parfies against
ligbility for any further opemtions conducted on such wdl except for the costs of plugging and abandoning the well and
restoring the surface, for which the abandoning parties ghall remain propottionately liable.

2. Abandepment of Wells That Have Produged; Except for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Partics have not been fully reimb well whicl
been completed as a producer shall not be pugged and abandoned witht he c'.'aﬁ? '"F'Hfﬁ:ﬁghf con "?"""'g“’;:sﬁ to
such abandonment, the welt shall be plugged and abandoned in ficabl lati end at the cost, risk
and expensc of all the parties llauo Failure of a party (o reply mlhiﬁh‘,” days of delivery of notice of proposed
barclonment shall be deemed an election to w the proposal. If, mtﬂm days after delivery of notics of the
proposed abendonment of any weil, all parties do nol agree o the abandommem of such well, those wishing to continue its
operation from the Zone then open to production shall be obligated (o take over the well as of the expiration of the
applicable nolice period and shall indemnify Op (if Op is an abandoning party) and the other abandoning partics
against liability for any further operations on the weil conducted by such partics. Failure of such party or parties to provide
proof bl isfactory to Op of their financial capability to conduct such operations or to take over the well
within the required period ot thereafler to di perations on such weil shall entitle operator to retain or take possession
of such well and plug and abandon the well.

Pertics lnluns over a well as provided herein shall tender to each of the other parties its proportionate share of the value of
the well's salvahl ]l and equip , determined in d with the provisions of Exhibit "C,” less the estimated cost
of salvaging and the estimated cost of plugglng and abandoning and resloring lhe surface; provided, however, that in the event
the estimated plugging and abendoning and surface resworation costs and the esti cost of salvaging are higher than the
value of the well's salvabl terial and equis cach of the mbandoning parties shail tender to the parties continuing

their proporti sberes of the estimated excess cost. [Each abandoning party shall assign to the non-abandoning
pamcs without warranty, cxpress or implied, as to title or aa to quartity, or fitness for use of the cquipment and material, all
of ita interest in the wellbore of the well and roiated equipment, together with its imerest in the Leasehold insofar and only
insofar ag such Leaschold covers the right Wb obtain production from that wellbore in the Zone then open to production. If the
interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver to the nom-
ahandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production, for a (em of
one (1) year and so long thereafier as Oil andior Gas is produced from the Zone covered Lhereby, such lease o be on the form
attached as Fxhibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located,
The paymenl.l by, and the mlsnmenu or leases Lo, the assignoes shall be in a ratio based upon the refationship of their

ge of panicipation in the Contract Arca to the aggregate of the pervamages of patticipation in the Contract
Amofallassigneu There shall be no readj of i inthe ining portions of the Contract Area.

Thereafter, abandoning partics shall have no further responsibility, liability, or interest in the operation, of or ‘Bduction
from the well in the Zone then opon other than the royalties retained in any Icase made under the terms of this Aruc':‘éD
request, Operator shall continue to operate the assigned well for the of the bandoning parties at thc mtes and
charges plated by this agr , plus any addilional cost and charges which may erise as the result of the Separate
owncrship of the assigned well. Upon proposed aband of the producing Zone assigned or leased, the assignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same vatuation fe ) and p
futther operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLE.L. or VLE2. above shall be applicable
between Comacnting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided,
however, no well ghall be permanently plugged and abandoued unless and umil all pastics having the sight w conduct further
opcrations therein have been motified of the proposed abandonmem and afforded the opportunity to elect to take over the well

in

pal

in d with the provisions of this Article VLE.; and provided Further, that Non-Conscnting Panies who own an interest
in a portion of the well shall pay their proporti shares of abandk and surface restoration cast for such well as
provided in Article VL.B.2 (b).

F. Termingtion of Operations:



:E\Om‘lam&u&l—-

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

Upon the of an operstion for the dri J Reworking, Sidctracking, Plugging Back, Decpening, testing,
Completion or plugging of a well, meludmg—bul—m—hmd—to /F 'ﬂe l.nma] Well, such operation shall nat be terminated without
consem of pamu bearing 75 % of the costs of such opetation; provided, however, that in the event granite or other
practically p bl or dii in the hole is encounterml which renders further operations imprctical,
Operator may discontinue operations and give notice of such condition in the manner provided in Asticle VIB.1, and the
provisions of Article V1.B. or VLE. shall thereafier apply t0 such operation, as appropriate.

G. Taking Production in Xind:

& Qptlen No. 1: G; llhl m: n| Asnemcnl Mucllal
Each party s&r‘l uﬂtc 4t find or P dispose of its proporti share of all Oil and Gas produced from the
Contract Area, exclusive of preduction whlch may be used in develop and producing operations and in preparing and
treating Oil and Gas for marketing purp and production unavoidably lost, Any extra expenditure incurred in the taking

in kind or separate disposition by any party of its proportionate share of the production shall be bome by such party. Any

pary taking its share of production in kind shall be required (o pay for only ils proportionate sharc of such pant of
Operator’s surface facilities which it uses.

s int .

Each party shall execute such division orders and contracts Qﬁ' Lﬁe : ’\"Eé? )&‘l an?ﬁ of its imcrest in
production from the Contraci Area, and, cxcepl as provided in / Anticle , Shall be entitied lo

purchaser thereof for its share of all production.
TP sty —fails to—mako—the oy :vsj‘iﬂi“'sﬁ’_'f;.’_. Jy—dispese—of—its—p

reecive payment directly from the

Al parties shali give tincly writien notice to Operator of their Gas marketing amangements for the following
month, excluding price, and shall notify Operator immediately in the evemt of a change in such amangements,
Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which
records shall be made available to Non-Op upon ble request.

In the event one or mmore parlies’ separate disposition of its share of the Gas causes split-siream deliveries to separate
pipelines and/or deliveries which on a day-to-day basis for any reason are not exscily equal to a parly’s respective proportion-

xﬁulmmofml(iaaulnwbe Il d 1o ii, the balanci ornn:ougl:gbawomu:cmlussknllbemmmdmmth
eny Gas balancing agr b the panies hercto, / wh is hed as Exhibit "E" er—io—a

separate-agreement: Oparator shall give notice (o all parties of the first sales of Gas from any well under this agreement.
B-OptisnNo-3: No-GasBalaneing Agr

Each sty chall take—in—kind o Jv—di [t H e £ all-.Oil—and—Gr duced—&
party nxe- P prop ot Las—p ]
the—Ceontract—Afen. Jraei: e driati hioh —~mav—he—tood—in—d ') and o v. |
the s P whieh- y P P 2 —6p and—n
3 and- i Fa¥i} d—Gas—fe eheoti and. dusti sdabhulagi As tra—enpenditires
prepanng —and Rp—OH—and- toF i —purp aRG—p - ¥ R—oRPH
H d—in—the—taking in—kind & iti by £-its- A Joe E—th duoti hall

. 7
i H—xind- P T o4 y—party—el Frop -ShaF e P SRt

atany—ti acmn._. to—time,—for—th £the taking—party. —Any—such—pusok m_'wb'r{)pmor
WMM—WW—WHQM—M—WMWHMWWWM
memmmmﬂmmwmwmwmm

ita to—tak: b £ ll Oil w1 G 't
to to el f dy—disp £ of adior—Cae P by
o—a n sdad ] thatthe : date—ef such H hav—be_deforred—at—O g
w ¥ Lid v Tt tEve- Y Hhay al e 8
! H {e Beriad—not—1 A%6end —ninat: {903 da ... 'l‘ l" hy i d - auah d: M ta—a 'y
{for—a—p te y—903 has sach {6—a—4
ke 1OV d hovond Ll llnl d sodd . A ! n.lAL (\— £ o stk
3 £-boy )—day-period—Aty-p of 48 Eany-other
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All 4. hall M r _.! q aotios—ie. l\— of —their_Gas Fh £ +hi folk
" shall—give HoR-— Ao thetr—Gas A u -3
th Jaaeds: orios—and- hall (P Y M "N J. in—the. - £ hy Y by 14
5 12— Prioe— votify—Op y the—e £ such-
Fa e shall intai eds—of —all FHeati nd—of—vel Ly —_sold—or 1. —which
P {2 5 P
records-chelt-b a Labie 1o Non-Or XK}
Pl L P POty e
ARTICLE VIL

EXPENDITURES AND LIABILITY OF PARTIES
A. Liabllity of Parties:

The liability of the partics shall be several, not joim or collective. Each party shall be responsible only for its obligations,
and shall be liable omly foc its proportionate share of the costs of devcloping end uperating the Contract Area.  Accordingly, the
liens granted among the partics in Article VIL.B. are given 0 secure only the debts of each severally, and no party shall have
any lisbility to third partics hoounder to satisfy the defauh of amy olher party in the payment of any expemse or obligation
herrunder. It is not the jniention of the parties to create, nor shall this agr be d as ing, 2 mining or other
panncrship, joint venture, agency relationship or association, or to render the parties liable as partners, co-ventures, or

i Is. In their with each other under this agreement, the parties shall not be considered fiduciaries or to have

blighed a fidential refationship but rather shall be free to act on an amm's-length basis in eccordance with Lheir own

respective self-interest, subject, however, to the obligation of the partics to act in good faith in their dealings with each other
with respect 1o selivities hereunder.
B, Liens and Security Interests:

Each party grants to the other parties hercto a lien upon any interest it now owns or hereafter acquires in Qil and Gas
Leases and Oil and Gas Interests in the Contract Ares, and a security interest and/or purchase moncy security interest in any
interest it now owns or hereaft quires in the p | property and fixturcs on of used or obisined for use in connection
therewith, to sccure perfonnance of all of its obligations under this agreement including but not limited to payment of expense,
interest and fees, the proper disbursement of all monies paid hcreunder, the assignment or rehinquishment of interest in Oil

and Gas Leases as required hercunder, and the proper perft of opemations h d Such lien and security interest
pranted by cach party hercto shall include such party's teaschold i wotking i perating rights, and royalty and
overmiding royalty interests in the Contract Area now owned or hereafier acquired and in lands pooled or unitized therewith or
othcrwise becoming Subject to this agreement, the Oil and Gas when d therefi and equip d thereon or
used or obtwined for use in connection therewith (including, without limitation, all welis, tools, and tubular goods), and accounls

(including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the welthead),
contract rights, inventory and gencral intangibles rclating thereto or arising therefl and all proceeds and prod of the
foregoing. See Article XVLO.

To perfect the lien and ity ag provided hmin, .ﬁ.wlti;u :r'ggnsiihflﬁc:gzt%“ah a'c‘mghleé '.,”the recording
supploment and/or any financing Fz n conjupction herewith or at any time
foliowing exccution hexeof, and Operator is aul.honzdr Hm;gmen'?ln {R.P "gﬂu e Exmﬁt h d herewith as

a ficn or mongage in the applicable real cstate records and as a financing stalement with the proper officer under the Unifonn
Commercial Codo in the statc in which the Contract Area is slluuled and such other states as O ] riate
to perfect the security interest gramted hereunder, Any party may ﬂ 3 E;' "EE'.‘LE‘.;" Fr -tt igguﬁggmutd
herewith, or such other documents as it deems neccssary as a lien or morigage in the apphc.nble real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and wamants to the other partics hereto that the lien and security interest granied by such parly
the other parties shall be a fimt and prior lien, and cach party hereby agrees to maimtsin the prionty of said lien and security
interest against all persons acquiring an interest in Oil and Gas Leases and | govered by this ag by, through or
under such party. All parties acquiring an interest in Oil and Gas Leases and Oil and Gas I ered by this ag
whaher by assignment, merger, morigage, opemtion of law, or otherwise, shall be deemned W have laken subject
0 the lien and securily intcrest granted by this Adticle VILB. as 0 all obligations mtributable to such interest hercunder
whether or not such obligations arise before or afler such interest is acquired.

To Lhe extent that partics have a secunity interest under the Uniform Commercial Code of the stale in which the
Contract Area is situaled, they shall be entitled w exercise the rights and remedics of a secured party under the Code.
The bringing of a suit and thc oblaining of judgment by a party for the secured indebtedness shall not be deemed an
election of remedics or otherwise affect the lien rights or security interest as sevwrity for the paymemt thercof. In
addition, upon default by any parly in the paymenl of its share of expenses, imeresls or fees, or upon the improper use
of funds by the Opcrator, Lhe other partics shall have the rghl, without prejudice 0 other rights or remedics, to cobect
from the purchaser the proceeds from the sale of such dcfauhing party’s share of Oil and Gas unlil the amoum owed by
such party, plus imerest as provided in "lixhibit C," has been roceived, and shall have the right to offset the amount
owed againgt the proceeds from tho sale of such defaulting party’s share of Oil and Gas. Al purchasers of production
may rely on a nolification of default from the non-defaulting party or parties mmng the amoumt due as a result of the

default, and all partics waivc any available against purc for rel g prod: p ds as provided in
this paregraph.

If any party fails to pay its sharc of cost within onc hundred twenty (120) days afler rendition of a herefor by
Opautor, the non-defaulling parties, including Op shall upon request by Operator, pay the unpaid amount in the

proportion that the interest of each such party bears o the imerest of all such partics. The amount paid by cach party so
paying ity share of thc unpaid amount shall be socured by the licns and security rights described in Anicle VILB., and each
paying party may independently pursue any remedy available hereunder or otherwise.

r uny party doa not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure
or p 23 p to the provisions of this ag L, o the extenl allowed by govemlng law, the dcﬁulnng
parly waives any available right of redemption from and after (he da(e of j any required val or app
of the mortgaged or securcd property prior to sale, any available right to stay execution or o require a marshaling of assets
and any required bond in the event a receiver is eppointed. In addition, to the extent pamitted by applicable law, each party
hercby grants to the other parties @ power of sale a8 fo any propaty that is subject to the fien and security rights gramted
hereonder, such power to be exervised in the manner provided by applicable law or otherwise in a commercially reasonable
mamner and gpon reasonabie notice.

Each party agrees that the other parties shall be entitled to utilize the provisions of Oil and Gas lien law or other lien
law of any statc in which the Contract Arca is si d to enfi the obligations of cach pary hercunder. Without limiting

B
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the genemlity of the foregoing, 1o the cxtent permified by applicable law, Non-Operators agree that Opcrator may invoke or

utilize the hanics’ or istmen's lien law of the state in which the Contract Area is situsted in order to secwre the
payment to  Opemtor of any sum duc hereunder for scrvices perfy d or iall pplicd by Operator.
C. Advances:

Operator, at its election, shall have the right from time to timc (o demand and m:e :ﬂ{m o re(hc:n nmlllrﬁn:f mt;':lhy
parties payment in advance of their respective shares of the estimated amount of tﬂe xpense o incu n / operations
hereunder during the next succeeding month, which right may be d only by submission to each such pany of an
iternized gtatement of such ammaled expense, together with an invoice for its share thereof Each such swatement and invoice
for the pay in ad of d exp shatl be submittal on or before the 20th day of the next preceding month.
Each parly shall pay to Operator its proportionale sharc of such cstimate within ¥ +$) days afle such cstimate and
inoice is received. If any party fails 10 pay its share of said estimale within seid time, the amount due shall bear intevest as
provided in Exhibit “C" until paid. Proper ndjustment shall be made monthly between advances and ectual expense (o the end
that cach party shall bear and pay its propostionate share of actual expenses incurred, and no more.

D. Defaults and Remedies:

If any party fails to disch any financial obligation under this ag including without limitation the failure to
make any advance under the preceding Article VILC. or any other provision of this ag , within the period required for
such payment hereunder, then in addition to the remedies provided in Article VILB. or clsewh in this ag , the
remedies specified below shall be applicable. For purpases of this Asticle VILD., all notices and elections shall be delivered only by
Opemtor, except that Operator shall deliver any such potice and  clecti quested by a non-defaulting Non-Operstor,
and when Opemator is the party in defaull, the applicable notices and elections can be delivered by emy Non-Operator,
Election of any one or more of the following dies shall pot preclude the subseq use of any other remedy specified

below or otherwisc available to a non-defaulting party.

|. Suspension of Rights: Any party may deliver to the parly in default a Notice of Default, which shall specify the defaul,
specify the action to be taken (o cure the default, and specify that failure fo take such action will resull in the exercise of one
or more of the remedics provided in this Anticle. If the default is not cured within thirty (30) days of the delivery of such
Notice of Default, all of the rights of the defaulting party granted by this agroement may upon notice be suspended uml the
defauh is cured, withoul prejudice to the right of the pon-defaulting party or parties to inu¢ to enforce the obli of
the defaulting party previously d or thercall ing under this agreememt. If Operator is the party in dcﬁull the
Non-Operators shall have in eddition the right, by vole of Non-Operators owning a majority in jnterest in the Contract Area
after excluding the voling interest of Operator, to appoitt a new Operator effective immodiately, The rights of a defaulting
parly that may be suspended h der at the election of the non-defaulting parties shall include, without limitation, the right
to receive infonmation as o any opemti ducted h der during the period of such defaull, the right w elect to

icip in an operalion proposed under Article VIB. of this agreement, the right to participate in an operation being
cotduncd under this agreement even if the party has previously elected to in such operation, and the right to
recaive proceeds of production from any well subjccnollnsagteemun.

2. Suit for Damages: Non-defaulting parties or Opemator for the benefit of non-defaulting panties may sue (at joint
account capense) o collect the amourts in default, plus interest g on (he d from the date of defauk
until the date of collection at the rate specified in Exbibit "C* attzched hereto. Nothing herein shall prevent any party {rom
suing any defaulting party to collect quential damag ing to such party as a result of the default,

3. Deemed Non-Congent: The non-defavhing parly may deliver & written Notice of Non-Consent Election to the
defaulting party al any Ume afler the expiration of the thiny-day cure perind following delivery of the Notice of Defaull, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracki g, Reworking or Deepening of a
well which is 10 be or has boen plugged as a dry hole, or for the Complection or R pletion of any well, the defaulting
paty will be conclusively deemed 1o have elected not to participale in the operation and lo be a Non-Consenting Party with
respect thereto  under Amcle VIB or VIC, as the case may be, to the cxtemt of the costs unpaid by such pany,
notwithstanding any cl (%] fore made. If election js made lo proceed under this provision, then the
non-defaulting partics may not elect to suc for the unpaid amount pursuant to Articie VILD.2.

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit “C.” provided, however, such
payment shall not prejudice the rights of the non-defaulting panics to pursue dies for damages i d by the non-
defaulting partics as a result of the defaull. Any imteresi relinquished puruam to this Article VII.D.3. shall be offered 0 the
non-defaulting parties in proportin to their imterests, and the non-defaulting parlies elexting to panicipatc in the hip
of such intevest shall be required to contribute their shares of the defaulted amount upon their election to participale therein.

P P

4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default, Operalor, or
Non-Operators if Opemator is the defaulting party, may thercaft require  ad P from the defauking
party of such defaulting party's anticipated share of any item of expense for which Operalor, or Non-Operutlors, as the case may
be, would be entitied to reimbursement under any provision of this ag hether or not such expense was the subject of
the previous default. Such right includes, but is not limited to, the right to reguire ad pay for the esu d costs of

drilling a well or Completion of a well s to which an election (o participate in drilling or Compiction has boon made. If the
defaulting party fails to pay the required advance payment, the non-defaulting partics may pursue any of the remedics provided
in the Article VILD. or eny other default remedy provided elsewhere in this ag . Any excess of funds advanced remaining
whien the operation is completed and all costs have been paid shall be promptly d to the advancing party.

5. Costa_and Auomevs' Fees: In the event any party is required to bring legat p dings 1o enfc any financial
obligation of a party hercunder, the prevailing party in such sction shall be entitied 1o recover all court costs, cosls of

llection, and a bie atl 's fee, which the licn provided for herein shall also secure.

E. Rentals, Shut-In Well Payments and Minimum Royaltles:

Rentals, shut-in well paymems end minimum royalties which may be required under the terms of any lease shall be paid
by the party or panies who subjected such lease to this agreament at its or their npense In thc event two or mon
own and have contributed imerests in the same lease Lo this agroement, d;r
make said payments for and on behalf of all such parties.  Any party may request, and shall be emilled 1o receive, proper
evidence of all such paymens. In the event of failure (o make pmper payment of any rental, shut-in well payment or

royalty through mistake or ight where such p is d 1o i the lease in force, any boss which

results from such non-payment shalt be bome in dance with lhc provisi nf Anticle IV.B.2.3.
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Operator shall notify Non-Op of the anticipated pletion of a shut-in well, or the shutling in or rmtum (o
production of a producing well, at lcast five (5) days (excloding Saturday, Sunday, and legal holidays) prior to taking such
action, or al the carlicst oppartunity permitied by circumstances, but assumes no liability for failure to do so. In the event of
faiture by Operator to so notify Non-Operalors, the loss of any lease contributed hereto by Non-Operators for (zilure to make
limely payments of any shut-in well payment shall be bome joinly by the purtics hacio under the provisions of Article
IVB.3.

F. Taxes:

Beginming with the first calendar year afler the effective date hereof, Operator shall render for ad valorem taxation all
popaty subject to this agreement which by law should be rendered for such taxes, and ft shall pay all such taxes assessed
thereon before they become delinquent  Prior (o the rendition daie, each Non-Operator zhall fumish Operator information as
to burdens (to include, but not be limited 10, royallics, overiding royaltics and produclion payments) on Leases and Oil and
Gas Interests contributed by such Non-Opemator. If the assessed valuation of any Lease is reduced by rcason of its being
subject to outstanding excess royelties, ovariding ruyalties or produdti the reduction in ad vah taxes
resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or owners so as to reflect the benefit of such reduction. If the ad valorem laxcs arc based in whole or in pant
upon separate valuations of each party’s working imerest, then notwithstanding emything to the comtrary herein, charges 1o
the joini account shall be made and paid by the pertics hereto in accordance with the tax value gememated by cach panty's
working interest.  Operator shall bill the other panies for their proportionate shares of all tax payments in the manner
provided in Exhibit "C."

If Operator considers any tax i Op may, at its discection, protest within the time and manner
prescribed by law, and prosecute the protest o a ﬁnel dolermination, unkess all parties agree to abandon the protest prior 10 final
d inati During the pendency of administrative or judicial proceedings, Opearator may elect to pay, under protest, all such taxes
and any interest and penalty. When any such protested assessment shall have been finally determined, Operator sball pay the tax for
the joint accouni, together with any interest and pevalty accrued, and the total cost shall then be esscssed against the parties, and be
paid by them, as provided tu Exhibit "C."

Cach parly shall pay or cause to be paid all production, ¢, excise, gatheting and other laxes imposed upon or with respect
to the production or handling of such party's share of Oil and Gas produced under the terms of this agrecmem.
ARTICLE VL

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:
The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole
ori m u\s:lm all parties thereto:; b s MO shall be Y to release 8 lease which has explred or otherwise is

However, should any party desire to sumender its interest in any Leasc or in any portion thereof, such party shall give wrilten
notice of the proposed surrender to gll parties, and the parties to whom euch notice is delivered shall have thirty (30) days after
delivery of the notice within which to notify the party proposing the d hether they elect to comsent thereto.  Failure of a
party to whora such notice is delivered to reply within said 30-day period shall 3 a to the der of the Leases
described in the notice. If all parties do not agree or consent thereto, the party desiring to surrender shall assign, without express or
implied warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be
located thereon and any rights in production thereafter secured, to the parties not ing to such der. [If the intevest of the
migm’ng parly is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or patties not

g to such dey an oil and ﬁa‘ﬁ:c:vmng such Oil and Gas Interest for a term of one (1) year and so long

llluuﬂa as Oil and/or Gas / 15 7 m‘

covered therthy, sush-lease-to-be-on-4 tinched-ho a chibit 2B~
Upon such assignment or lease, the assigning party shall be relieved from all obligati hereafl g, but not theretofore
accrued, with respect 1o the interesi assigned or leased and the opertation of any well attributable thereto, nnl the assigning pary
shall have no further interest in the assigned or leased premises and its equi and production other than the royahies retained
in any lease made under the terms of this Article, ‘nle party assignee ar lessee dul] pay to the pany assignor or lessor the
reasonable salvage value of the latler's imcrest in any well's salvabl ials and equir ibutable to the assigned or leased
acreage., The value of all salvablk ials and equip shall be d ined in rd with the provisions of Exhibit "C," less

the estimated cost of salvaging and the estimated cost of phigging and abandoning and restoring the surface. If such value is less
than such costs, then the party assigoor or lessor shall pay to the parly assignoe or lessee the amount of such deficit. If the
assignmant or lease is in favor of more than one panty, the interest shall he shared by such parties in the proportions that the
interest of each bears (o the total interest of all such parties. If the interest of the parties t whom the agsignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such

Any assignmeni, lease or sutrender made under this provision shall not reduce or change the assignor's, lessor’s or dering
party’s interest s it was immediately before the assig L, lease or der in the bal of the Contract Area; and the acreage
assigned, leased or dered, and subx perations thereon, shall not therealter be subject to the terms and provisions of this

agreement but shell be deemed subject to an Opcrmng Agrecment in the form of this agreement.

B. Rencwal or Extension of Leases: .
I any party secures a renewal or replacanent of an Oil and Gas Lease or Iniercst subject to this agreement, then all other partics

shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expimtion of an existing Lease,

pramptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thiny (30) days following

defivary of such notice in which to clect to participate in the hip of the 1 or repl Lease, insofar as such Lease

affects lands within the Coniract Area, by paying lo the party who acquired it their proporti shares of the acquisition cost
allocatod to that part of such Leasc within the Contract Area, which shall be in proportion to the interest held at thal time by the
parties in the Contract Area. Each party who particip in the purchase of a | or repl Lease shall be given an
u"'.q e :gf LL: RP interest therein by the acquiring pany without warranty of tide, except as to acts by, through or under

If some, but less than all, of the parties elect to participate in the purchase of a | or repl Lease, it shall be owned
by the parties who elect to participate therein, in a mtio based upon the relati hip of their respective p ge of participation in
the Contract Arca to the aggregate of the porcentages of participation in the Contract Area of all parties participating in the
purchase of such | ot repl Lease. The acquisition of a rencwal or replacement Lease by any or all of the parties hereto
shall not cause a readjustment of the imerests of the parties swted in Exhibit "A," but any renewal or replacement Lease in which
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less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separatc Operating
Agreement in the form of this agreement.

If the interests of the panies in the Contract Area vary according to depth, then their right to participate proporfionstely in
rencwal or replacement Leases and their right Lo receive an assignment of interest shall also reflect such depth variances.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of ils area or an interest therein  Any renewal or replacanent Lease taken before the
expiration of its predecessor Lease, of taken or comtrected for or becoming effestive within sin {6) monihs after the expimion of tho
existing Lease, slmll be subject to this provision 8o fong as this agreement is in effect at Lhe time of such acquisition or at the time

the 1 or rep Leage b effective; but any Leasc taken or coniracted for more than six (6) monihs afier the
expiration of an existing Lease shall not be deemed a 1 or repl Lease and ghall not be subject to the provisians of this
agreeanent.

The provisions in this Article shall also be applicable to extensions of Oil and Gas Leases.
C. Acreage or Cash Centributions:

While this agreement is in force, if any party for a ibution of eash towards the drilling of a2 well or any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall
be applied by it against the cost of such drilling or other operati 1f the ibution be in the form of acreage, the parly to whom
the contribution is made shall promptly tender an assig of the ge, without y of title, o the Drilling Parties in the
proporiions said Drilling Parties shared the cost of dnlling the well, Such ge shall b a sep Contract Area and, o the
extent possible, be g d by provisions identical to this Each party shall promptly notify ail other parties of any

ge or cash ibnti it may obtain in support of any well or any other operation on the Contract Area. The abave
provisions shall also be applicable to optional rights to eam acreage outside the Conteact Area which are in support of well drilled
inside Conmract Area.

If any party for any ideration relating to disposition of such party's share of subx produced h der,
such consideration shall not be d d a ibution s plated in this Article VIILC.
D. Assignment; Maintenance of Uniform Interest:

For—the-purp f—inaintaining unormity—of hip—in-the—Contract—Area--in—the—Oil-and--Gas—Leases;—Oil—and—Ges
¥ L nd—producti d—b: no—pa selt; o fer—or—muake—other

1—the-shtire-ink tof-the nastyvin-alLOH-and-Gas-L Oiland Gas k 1P i and Ji < .
+—the-ehtire ok the pafty-ity H-anG O SHS;-oquip P
a2 1 divided. 1 _of th e tintarast—i H-Oil—and—Gas--Lesses—Oil—and-Gaa olls
—GR—equal peroent partys—pf &t 186 T Wels;
- ducti in-the-Contrast-Aten
Aded;

Every sale, encumbrance, transfer or other disposilion made by any party shail be made expressly subject to this agreement
and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Oil and
Gas Lease or Interest shall be deemed a parly to this agreement as to the interest conveyed from and after the effective date of
the transfer of hip; provided, h , that the other partics shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for any purposc hereunder until thirty (30) days afler lhcy have received a copy of the
instrument of transfer or other satisfactory evidence thereol in writing from the fe or No or other
disposition of interest by a party shall rclieve such party of obligations previously i d by such party hereunder with respect
to the interest transferred, including without limitation the obligation of a party to pay all costs adributable to an operation
conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lien and security
interest granted by Article VILB. shall continue to burden the interest transferred to secure payment of any such obligations.

If, at any time the imerest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,
may requirc such co-owners to appoint a single trusiee or agent with full authority to receive notices, approve expenditures,
reseive billings for and approve and pay such party’s share of the joint expenses, and to deal generally with, and with power to
bind, the co-owners of such party's interest within the scope of the operati braced in this ag b , all such co-

owners shall have the right to enter into and te all or agr for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and they shall have the right to receive, sepamately, paymemt of the sale
proceeds thereof.

E. Waiver of Rights to Partitlon:

If permitied by the taws of the state or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Arca waives any and all rights it may have 1o partition and have sz aside to it in scyeralty its
undivided intercst therein.

F. Preferentlat Right to Purchase:

B—Optional; Cheok-if applicable) NOQ Preferential Right of Purchase
ld nat—deci to—sell-all vat—of-its i ad: thi it sdohic d in—the-LContraot
—Should-eny party—desice—to—sell-all-or-anypa 3 ts—sights i
; £ i a4
g - Hs—prop P —which
shalt Jude-th. and—add: § the- 3 £ { ho—snust—be- AJ u.i“*'ns d-able—3 k. 4h e
and the—p . 1 o

1 seht.for-a d—of ten—10) dave after. thy tico—is—dali d—¢ V] forthe—atated )

P prior—Hght; pesiod-of £0}-days th = . on-the
tormms—and—conditions—the—intersst —which—the—oiher—party-proposes—te—selk—and—if—this—sptionalright—is—exeroised—the
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P 2-paties: 5 5 P Ehi—to—p r—these re-anyparty
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1o-cisp it by B izati lidati by—sale-of alt betantioly—st-of-its-Oil-and-Gas-assets
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

If, for federal income tax purposss, this agreement and the operations h der are regarded B85 a p hip, and if the
parties have not otherwisc agreed to form a tax parinership pursuant to Exhibil "G" or other agreement between them, each
panty thereby affected elects to be excluded from the application of all of the provisions of Subchapter "K," Chapter 1, Subtitle

"A" of the lnternal Revenwe Code of 1986, a2 amended {"Code"), as permitted and aulhorized by Section 761 of the Code and
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the Lati Igated th d Op is authorized and di d to on behalf of each party herchy affected

such evidence of this election as may be required by the Sccretary of the Treasury of the United States or the Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the retumns, statements, and the dat required by
Treasury Regulation §1.761. Should there be any requirtmert that each party hereby affected give further evidence of this
clection, cach such party shall execute such documents and furnish such other evid a8 may be required by the Federal Internal
Rcvcnue Service or as may be y to evid this electi No such party shall give any notices or take any other aclion

with the elcction made hereby. If any present or future income tax laws of the state oc states in which the Comract
Arca is bocated or any future income tax laws of the United States contain provigions similar to those in Subchapter "K," Chapler
1, Subtitle "A™ of the Code, under which an clection similar to that provided by Section 761 of the Code is permilted, each party
hereby affected shall make such election as may be permilted or required by such laws. In making the foregoing election, each
such party states that the income derived by such party from operali h der can be adequately d ined without the
computation of partnership taxable income.

ARTICLE X.
CLAIMS AND LAWSUITS
Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if the expenditure
does not exceed _Flfly Thousand Dollars ($ 50,000 ) and if the payment is in complcic setitement
of such claim or suit If the amount required for settl ds the above amount, the parties hereto shall assunc and take over
the funber handling of the claim or suit, unless such authority is delegated to Operator. All costs and cxpenses of handling scitling,
or otherwise discharging such claim or suit shall be a1 the joint expense of the parties participating in the operation from which the

claim or suil anses. If a claim is made against any party or if any party is suod on account of any matler arising from opevations

mmruul

hereunder mt,;-lﬁll‘;rs:ﬁti-‘ “i’v‘r E\emfn?: Ifl‘; e heuugﬂ:i?dﬁnngm clﬂ as aw aun’?;r&: al" parties hereto.

immedixztcly not as any ol aml or sml mvo 'ving operalions

ARTICLE XL
FORCE MAJEURE

If any party is rendered unable, wholly or in pan, by force majeure (o carry out its obligations under this agrecment, other
than the obligation to indemmify or make money payments or fumish security, lhnl parly shall give to all other parties
prompl written notice of the force maj with bly full particul g it, thereupon, the obligati of the
party giving the notice, so far as they are affected by the force _; , shall be suspended during, but no longer than, the
continuance of the force majeurc. The tenn "force maji " as here employed, shall mean an act of God, strike, kckout, or
other industrial disturbance, act of the public enemy, war, blockade, pubhc na, Ilghlmmg. fire, stom, flood or other act of
nature, explosi I3 | action, g | delay, it or i hility of i and any other
cause, whether of the kind specifically cnumerated above or otherwise, which is not reasonably within the control of the party
claiming suspension.

The affected party shall use all reasonable diligence 10 remove the force majeure situation as quickly as practicable. The
requirement that any force majeurc shall be died with all ble dispatch shall not require the settlement of strikes,
lockouts, or other labor difficulty by thc parly involved, contrary to its wishes; how all such difficulties shall be handled shall

be cntircly within the discretion of the party concemed.

ARTICLE XIIL
NOTICES
equired b the parties hy any of the provisions of this agreament, unless otherwisc
specifically provided, shall be in writing and del n nited States |l courier service, telegram, telex,
telecopier or any other form of Eacsimill 't. q".ll nj pesse ‘tg such pumcs at the addresscs listed on
Exhibit "A." Al telephonc or oral notices pamﬂ!d by lhu ag shall be firmed diatcly thereafier by written
notice.  The oniginating notice given under amy provision hereof shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date

horired

All notices or

the originating nolice is dved. "Receip(” for purposes of this agreement with respect to written notice delivered hereunder
shall be actual delivery of the notice uz the address of the party to be notified specified in . with this agr , of
o the telecopy, facsimile or Lelex hi of such panty. The second or any responsive notice shall be deemed delivered when

depostlcd in the ml:sl?ed States maxl or at 1he office of the courier or lelegmaph Service, or upon trensmittal by telex, iclecopy

i d to the party o be notified, provided, that when e is required within 24 or
48 hours, such response shnll be given omally or by telephone, telex, telecopy or other funimi'fe{%lmin such period. Each party
shall have the right w0 change its address st any time, and from time o timc, by giving written mtice thereof to all other
parties. If a pany is not available o receive notice orelly or by telephone when a party attempls to deliver a nolice required
to be delivered within 24 or 48 hours, the motice may be delivered in writing by any other method specified herein and shall
be decmed delivered in the same manner provided above for any respansive notice.

ARTICLE XiI1.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the Oil and Gas Leascs and/or Oil and Gas Interests suhjoct
hereto for the petiod of time selected below; provided, b , Mo party hereto shall ever be construed as having any righi, title

or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this ngmemmt
B-Option N} So—leng—as—any—of —the—Oil—and—Gas—Leases—subjeet—to —this e af inbed -in

£ $60- B rt-of the-ContraotiA hath | di * H ] 'y H
To-any-pa R TP a 96:

H Qption No. 2: In the cvemt the well described in Article VLA., or any subsequent well drilled under any provision
of this agreement, results in the Completion of a well as a well capable of production of Oil and/or Gas in paying
quantities, this agreement shall comtinue in force so long as any such well is capable of production, and for an
additional period of 180 days Uwrealler; provided, however, if, prior to the pimtion of such

additional period, one or more of the partics herelo are engaged in drilling, R king, Deepening, Sidetracking
Plugging Back, testing or wpting to Complete or R iplete a well or wells herounder, this agreemncat shall
continue in force until such operations have boen pleted and if production results therefrom, this agr

shall continue in force as provided herein. In the event the well described in Atticle VLA, or any subsequeni wcll
drilled hereunder, results in a dry hole, and no other well is capable of producing Oil andlor Gas from the
Contract  Area,  this shall i unless  drilling, Decpening, Sidetracking, Completing. Re-
completing, Plugging Back ar Reworking operations arc d within 180 days from the
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date of abandontnent of said well. ™Aband " for such purp shall mean either (i) a decision by all parties
not to conduct any further operations on the well or (i} the clapse of 180 days from the conduct of any
operations on the well, whichever first occurs.

The ination of this agn shall not relicve any party herclo from any expense, liability or other obligation or any
remedy therefor which has d or hed prior to the date of such temmination,
Upon termination of this agr and the satisfaction of all obligati b der, in (he event 2 memorandum of this

Openating Agreement has been filed of record, Operator is authorized to file of record in all nocessary recording offices a
notice of tormination, and each party hereto agrees to execule such a notice of tenminalion as to Operator's interesi, upen
request of Operatar, il Operator has satisfied all its fi ial obligati

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agrecment shall be subject to the applicable laws of the state in which the Contract Arca is located, to the valid rules,
regulations, and orders of any duly constimted regulatory body of said ste; and to all other applicable federal, state,
and local laws, ordinances, rules, regulations and onders.

B. Governing Law:

This agreement and all matiers pertaining hereto, inclading but not limited to matters of performance, non-
performance, bresch, remedies, procedares, rights, duties, and interprefation or construcilon, shall be governed and
determined by the law of the state In which the Contraci Area is located. $-the Contrast—-Avea—is—in—twe—or-more—staten
thelawelthestateof ———————shall goverm
C. Regulatory Agencies;

Nothing herein contained shall granl, or be comstrued 1o granmi, Operator the right or authority to waive or relcase any
rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or

orders promulgated under such laws in reference to oil, gas and mincral operati including the k peration, or
production of wells, on tracts offsetting or adjacent (o the Contract Area.
With respect to the operations h der, Non-Op agree (o release Opcerator from any and all losses, damages,

injuries, claims and causes of action arising out of, incident to of resulting directly or indirectly from Operator's imerpretation
or |ppllcstmn of rules, rulings, regulations or orders of the Dcpanmmt of Energy or Federal Energy Regulatory Commission
of p or gencies to the cxient such interp or lication was made in good faith and doecs not
constitute gross neglipence.  Each Non-Operator further agrees to reimburse Operator for such Non-Opcrators shave of
pmduclion or sny refund, fine, levy or other g I ion that Op may be required to pay as a result of such

an or app R with interest and penalties thereon owing by Operator as a result of such
incarrect mterpruanon or application.

ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall bc binding upon esch Non-Operator when (his ag or a T thereof has been
executed by such Non-Operator and Operator notwithstanding that this agn is not then or thereafter executed by all of
the parties to which it is tendered or which are listed on Exhibit "A™ es owning an interest in the Contract Arca or which
own, in fact, an interest in the Comiract Area. Operalor may, however, by written notice to all Nom-Operators who have
become bound by this agreememt as aforcsaid, given a! any lime prior to the actual spud date of the hitial Well but in no
event later than five days prior to the date specified in Asticle VI.A. for commencement of the Initial Well, terminate this
agreement if Operator in its sole discrtion determines that there is insufficient participation to justify commencement of
drilling operations. In the event of such a ination by Op all further obligations of the panties hercunder shail ccase
as of such tcmination. In the evenmt any Non-Opemtor has advanced or prepaid any share of drilling or othes costs
hereunder, all sums so advanced shall be retumed to such Non-Operator withowt imerest. In the evemt Opemtor procecds
with drilling operations for the Initial Well without (he exccution heeof by all persons listed on Exhihit "A" as having a
curment working intarest in such well, Opeoretor shall indemnify Non-Opesalors with respect to all costs incurred for the
Initial Well which would have been charged to such person under this agrecmeni if such person had cxeculed the same and
Operator shall receive all revenues which would have been received by such person under this agreement if such person had
executed the same.

This agreement shall be binding upon each Non-Operator when this agreement or 2 connterpart thereof has been executed by

such Noa-Operator and Operstor ding that this agr is not then or thereafler executed by all of the partes to

which it is tendered or which are listed on Exhibit "A™ a3 ownlng an interest in the Contract Area or which own, In fact, an interest
in the Contract Ares. Operntor may, bowever, by written notice to all Non-Operators who heve become bound by this agreement as
aforesaid, given at any time prior to the actual spad date of the Initial Well but in no event later than five days prior to the date
specified In Ardcle YIA. for commencement of the Initlal Well, terminate this agreement if Operntor in lis sole discretion
determines that there is insufficlent participation to justify of drilling operations. In the event of such a termination
by Operator, all further obligations of the partles hervander shall cease a5 of such termination. In the event any Non-Operater has
advanced or prepaid any share of drilling or other costs hereunder, all sams so advanced shall be returned to such Non-Operator
without interest. Except a3 otherwise provided in Arfiele 1V.B, in the event operations on & well shall be commenced without
execution of this agreement by all persons listed on Exhibit “A” as baving a current interest in such well, or in the event that

PO & Alack

bseq ta the t of operations on the well pr ly or

d persons owning worklng interests In
a wdl are discovered, or both, the parties execullng this agreement agree fo one of the
following:

~—Qption No, }+-Operatorshallindemnliy exceuting Nen-Operetors-with respeet to-all-costs incurred-for-the-weli which

would—have-been-charged-to—ench-sueh-person-under—this-agreement-as-i-such-person-had-exceuted-the-seme-and
Operniorshall-receive-all revenues which-would-have-been recelved by cach-such-person-underthis-agreement-as H-such

person-had tod-th
L4
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* Optlon No, 2; The Operntor shall advise all parties of the tolal interest of the parties that have executed this

agr . Each party ing this agr within forty-elght (48) hours of Y, Sunday, and legal
balldays) sfer delivery of such notice, shall advise the Operator of its dexire to (i) limit participation to such party's
interest as shown on Exhibht “A” or (il) carry only Its proportionate part (determtined by dividing such party’s intereat in
the C Area by the i of all parties ing this agr ) of Ing persons’ Intereats, or (Hi) carry
its proportionate part (determined aa provided in (i) of non-execating persons’ interests together with al) or & portlon of

its proportlonate part of any ron-executing pevsons interests that any executing party did not elect 10 take. Any interest
of non-executing persons that is not carried by an executing party shall be deemed (o be carried by the Operator. Failure
to advise the Operator within the time required shali be decemed an election under ().
B. Successors and Asnslgns:
Thiz agrecrient shall be binding upon and shall inure to the bemefit of the parties hereto and their respective  heirs,
isees, legal rop ives, and assigns, and the terms hereof shall be deevaed o run with the Leases o
Intcrests included within the Contract Area
C. Counterparts:

q

This I may be d in any number of counterparts, each of which shall be considered an original for all
pumposes.

D. Severabllity:

For the purp of ing or rejecting this agreement as an Y p to fedeval banknupicy laws,
this agreement shall not be severable, but rather must be d or rcjected in s enti and the failure of any panty o
this agreement (0 comply with all of its financial obligations provided herein shail be a matenal default

ARTICLE XVI.
OTHER PROVISIONS
A, INITIAL WELL: Notwithstanding anything hereln to the contrary, the defined term “Initial Well” shall be considered as

deleted from this entire agreement.

It is provided, bowever, that if at the tlme the Consenting Partles are consldering any of the abave dections, the hsbe is in
such A conditlon that a reasonably prudent Operator would not conduct the operating plated by the particular
electhon involved for fear of placing the bale in jeopardy or losing the hale prior to Completing the Horizontal or Maold-
laters] Well In the objective formation, such election shall be el lmi d from prioritics bereinabove set forth.

B. CONFLICTING PROVISIONS: In the event of a conflict between the provisions of this Artide XVT and any other
provision of this Operating Agreement, the provistons of this Article XVI shall control and prevail. In the event of a
conflict between the providons of this Operating Ag: and the provizions of any Exploration Agreement which
Non-Operators have d with Op y the provisions of the Exploration Agr shatl control and prevail.

C. PROPOSAL LIMITATION: The parties agree that no proposal shall be made pursuant to Arilele VLB.1 until such time
a3 the loitial Well or substitute therefore has been to n pipeline and has produced for 90 days, unlesa the

Drilling or Reworldng of a well is netessary to perpetuste a Lease pursusnt ta Article XVELF, Is required by
governmenta! regulation, or for No party to this agreement shall propese the drilling of more than one well at a time nor
shall any party (o this agreement propose the drilling of a well during the time that another well is being drilled except
(1) by the mutual consent of all partles bereto; or (2) If one or more of said proposed wells Iy necessary for the

b of say leaschold i io the Contract Ares and Is to he drilled within six months of the date such
leasebold interest would otherwise terminate,

D. PRIORITY OF OPERATIONS: Where a well has been aothorized under the terms of this Agreement by all parties (or
hy on2 or more, hut less then all partics under Article ¥1.B.2) and the parties participating in the well eaanot agree opon
the sequence and timing of further operations regarding such well, the following elections thall controd in the order
enamerated below:

Vertical Wells:
1. Prior to reaching the objective depth or zone:

a. Drilling a well o its objective depth or objective zone shall have first priority aver all other operatlons and proposals.
b. In the event that Impenetrable conditions or mechanical difficulties p bing the objective depth or zone, a

propossl to sidetrack in ao effort to reach the objective depth or zone shall have priority over a propoual to attempt
completion in a zone already reached.

2, Afer the objective depth or zooe has been reached:

8. Ar slectioo to do additdonal legging, coring or testing;

b, An slection to sitempt to complete the well at either the objective depth or objective zone;

. An ¢lection to deepen said well;

d. An dection to plug hack and attempt to complete said well;

c An ¢lection to sldetrack the well;

f. An ¢lection (o rework said well by generally pted stimulation techni hether or not asid well had previously

1H

produred In cial or i3 capabie of commercial production, subject to the provisioos of Artlele XV.1
(Reworking of Producing Completion) bereof;

8. An ¢lection to temporarily abandon the well;

b. An #ection to plug and abendon the well;

It Is provided, however, that if at any time 1ald participating parties are considering the above electiong, the hole Is n
such a condition that, in the oplnlon of the party(l

) Ing a majority in cost-bexring, possessory interest as set forth
on Exhibit "A" bereto, s reasonably prudent operator woald not conduet the operations contemplated by the particular
election involved for fear of placing the bole in Jeopardy or losing the same prior to completing the well In the abjective
19
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depth or objecilve zone, such election shall not be given the priority hereinsbove set forth. In such event, the operation
which, in the opinion of the party(les) owning a majority in cost-bearing, possessory interest as set forth on Exhibit "A”
heretn, is less likely to jeopardize the well, will be conducted, It is further undersiood that if some, but not all parties,
elect to participate Ja the additional loggling, coring, or testing, they may do so, aud the party or parties not participating
in such operations shall not be entitled to the logs, cores or the results of the tests but shall suffer no other penalty,
Horizontal Wells:
Notwithstanding Article VI.B6 or anything else In this Agreement to the contrary, it is agreed that where a Horizontal or
Multi-lateral Well subjeci to this Agreensent has been drilled to the objective formation and the Consenling Parties
cannot agree upon the sequence and timing of further operstions regarding such Horizontal or Multi-lateral Well, the
following etections shall control in the order of priority enumerated hereafter:

1. Ao election lo do additonal logging, coring, or testing;

2, An el o ipt (o Complele drilling operations of all propesed Laterals;

3. An clection to extend or Deepen s Lateral;

4. An election to kick out and drill an edditional Lateral Lo the same formation;

5. An clection to Plug Back the well to a formation or Zone above the formation in which a Lateral was drilled;

if there is more than one proposal to Plug Back, the proposal to Plug Back to the next deepest prospective

Zone or formation shall bave priority over a proposal to plug back to a shallower prospective Zone or

formation;

6. An election 10 Sidetrack; and

7. An election to ping and sbandon wald weil as provided for in Article VLE.
DELAY OF WELL COMPLETION: Notwithstanding any otber provision of this Operating Agreement to the contrary,
Operator may elect to delay completion of any well drilled porsuany hereto until such time that gas gathering or
transportation facilities and/or gas processing facilitles have been constructed or are avallabie to transport preduction
from the Contract Area to a market,
SAYE THE LEASE: Notwithstanding tha provisions of Artlele VI of this Operallng Agreement, if any preposed
operation is necessary (o maintain In full foree and effect a kease or a portion thereof or to earn an intevest in a bease, then
a3 to any such lease or portion thereof or interest, the fifth and alxtb sentences of Artide VI.B.2.(b) shall ot apply, and
each Non-Consenting Party shall assign to eacb Consenting Party, in the proportions that each Consenting Party's
interest bears to the (otal interest of all Consenting Parties, all of such Non-Consenting Party's intereat In the lease or
portion thereof which is to maintsined and/or the interest(s) earned by such operation. Therenfter, such lease(s) or
portion thereof or Interests shall not be subject to the terms.
of this Operallng Agreement but shall be deemed to be subject to an operating agreement [dentical to this Operating
Agreement, modified only to refleet the ownership of the Consenting Parties and thelr respective intevests. An operation
shall be d d to be y to maintain a leasc In foll foree and effect If the lease or, as applicable, the affected
portion thereof is not belng otherwise maintalned and if the operation bt proposed within 6 months before the explration
of the Jense a5 to such intereat.
NON-CONSENTING PARTY GAS SALES: Gas production attributable te any Non-C ing Party’s relinquished

interest shail be sold to its purchaser, under the terms of their existing gas sales contract, if (/) such Non-Consenting
Party gives aflirmative wcilten direction to thst effect to the Consenting Parties and the Op , (i) the C ing
Parties and the Operstor all recedve such afflrraative weitten direction st beast thirty (30) days prior to sach sale, axd (&)
Non-Consenting Party’s purchaser can take all such gas. In such case, the Noo-Conszenting Party shell direct its
purthacer to remit the proceeds payable from such sales directly to the C ing Parties In J with thelr
respective shares of such Non-C ing Party's relinquished Interest uniil the amount(s) provided for in Artiele Y1.B.2.
are recovered from the Non-Ci ing Party's rdinquished | At such time as there has been a full recoupment of
the amount(s) provided for in Article VI.B.2, Operator shall, within thirty (30) days of final recoupment, provide written
notice to each Non-C ing Party’s purchaser advising that recoupment has occurred and that such purchaser should
resume remitting procecds to the party with which it contracted. If such Non-Consenilog Party hns oot contracted for
sale of Itz gus at the time soch gas b avallabie for dellvery, or the requirements set forth above in {f), (i), and (ik) of this
paragraph are otherwise not satisfied, then the C Parties thall own and be eatitled 16 recelve and sell Non-
Consentlug Party's share of gas as provided In Article VI.R.2 during the recoupment perlod.

ASSIGNMENTS: Notwithstanding any previslon of this agreement to the contrary, where, under the terms of this
agreement and the Explorailon Agreement, a party hereto is required to assign to one or more of the other parties ity
intercst in one or more leases or a part thereof, such msalgnment shall be made free and clear of all overriding royalties,
production payments, ne¢ profits interests, mortgages, liens and other burdens placed ther by the gniug party or

resulting from ity ownership and operallon of such lease or interest on and after the date of thh instrument except such
burdens as mentioned in Exbibit “A™ or with which the lease or interest was burdened when acquired by the anigning
party but otherwise without warranty of title, either express or implied, except agalnst those parties claiming by, throngh
and under assignor but not otherwise, and assignee shall have the right of subrogation as to any warranties to which it
may be entitled,

SEPARATE MEASUREMENT: In the event of transfer, sale, encumhrance or other dispotition of an interest within the
Contract Area which createx the necessity of separate of production, the party creating the necessity for
such measurement shall alone bear the cost of purchase, installatlon and operatlon of such facilities.

RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES: Al rentals, shut<in well payments and
winimam royaltics which may be required under the terma of any lease sball be administered and paid by Operator and

20
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charged to the Jolnt sccount except where otherwise expressly provided to the y in thls agr Auny party may

request and shall be entited (o recelve proper evidence of all such payments.
Notwithstanding anything to the contrary in this agreement, Operator shall diligently attemnpt to make or cause to be

made proper payment of any rentals aod/or thut-In well pay and/or mini royalties under the forcgoing
provisions, but Operator shall be Labie to the other parties in damages for the Joss of any lease or interest therein if,
through mistake or oversight, any rental and/or shut-in well payment and/or minimum royalty Is not paid or is
erroncously paid. The Joss of any iease or interest therein which results from Operstor's failure to pay or an erroneous
payment of rental and/or a shut-in well pay and/or & mint royalty shall be borne jointly by the parties hereto
under the provisions of Article IV.B.3.

Each perty hereto shall be obligated to bear Ity proportionate part of any and atl rentals necessary (o continue in foree
and effect the oil and gas leases covered by this agreement unbess and antil it tmely gives the notlce provided for in the
i diately ding If say party does not wish to bear lts proportionate part of any rental necesiary to
continue in force any lease, such party may give Operntor and all other parties thereto written notice of such elecilon (the
“Rental Notice™), and the party given such Rentul Notice shall be redeased of its obligation Lo bear any part of any rentals
which accrue under the ¢erms of the lemses specified In such Rentat Notice at any time after thirty (30) days after the date
Operator recelves sach Rental Notice. Unless butoally agreed otherwise, the proportlonate part of the rental attributable
to any such Jease which woald have been borne by the party giving such Rental Notice shall be borne by the parties
hereto who do not exercise the aforesaid electlon, in the proportion that the interest of each bears (o the tota3 of their
interests, and the party glving the Rental Notice shall amign, withoat express or implied warranty of titte, all of ita

interest [n the lease or leases specified in such Rental Notice to the other parties in the respective proportions that they
bear the rental of any such lease or leases and shall not thereafter be entitled to any production, or the proceeds thereof,
sttiibutable to such lease or leases.

TRANSITION: Ax provided in Article ¥.B.2., the records and data that the Operator, who has been removed or has
resigned, shail prompuly deliver o the Op shall Indlade: All original records related W operatlons on the
Contract Ares, lncluding curvent accounting Information with regard (o the status of Lhe joint sccoant, informatlon
concerning all Invoices not yet patd by the Operator who has resigoed or been removed, all Jogs, maps and all other
information concerning operations. Dupli g €xp equired by virtue of the change of Operator shall be charged
to the joint account.

MEMORANDUM OF OPERATING AGREEMENT: Within ten (10) days from the execation of this Opersting
Agreement, each party agrees to execute 8 “Memorandum of Joint Operating Agreement” to be flled of record in Lea
County, New Mexico, imparting constructive notice that the Contract Area is subjeci fo al) of the terms conditions and

provisions d in this agr

PARTIAL TERMINATION OF CONTRACT AREA: This agreement la subject (o that certain Exploration Agreement
dated effective August 1, 2015, by and among the Operator and the Non-Operators. 1t is the intent of the Operator and
the Non-Operators that this agreement will remain In force and effeet for the term of the Exploration Agreement and
thereafter only as to that portion of the Contract Area that I to produce oil and/or gaa in paying quantities as
berelnafter set out.

Notwithstanding anything to the contrary in Article XIUI of this agreement, (his agreement will remain in force and effect
antll mtdnight, CST, on August 1, 2020, and 0 long thereafter as a0y party to this agreement is engaged in a Continuous
Development Program (as defined gnd |sted in the Exploration Agr on the Lands subject to the

Explorstion AgreemenL. The definithons of “Continoons Development Program™ and “Lands” as set out in the
Esxploration Agr erei A hereln by reference. Upon the later of midnight, CST, or August 1, 2020 or

lon of the Contl Develop Program, thiy agreement will terminate except as to that portion of the
Contract Are included within & drilling, spacing or proration unit or 2 project area for each well that is then producing
oll and/or gas In paying quantitkes or on which bona fide operations are being conducted to establish ot restore
production of oil and/or gas (each such drtlling, spacing or proration unit or project area, a “Retained Unit"),
This agreement will terminate as to that portlon of the Contract Area included in a Retained Unit b operations are
being conducted in an effort to establish or restore prod. but on which there is ne well then capable of being a

producer of oll and/or gas in paying quantitics upon cessatlon of operstions for a pertod of ninety (90} consecutive days
unles operations {on the same or an additional weil or wells in the same Retalned Unit) result In tbe restoration or
establishment of a well producing oil and/or gae in paying quantities. This agreement will remain In foree and effect as to
all Retained Units (hat sorvive sfier the later of midnight, CST, on August 1, 2020 or cessation of the Continuous

Development Program for the term set out in Article X111 of this gr L, and such Retained Unity will be the
Contract Area from that date forward

DEFAULTS AND REMEDIES: If any party fails to fully disch g¢ sny of its 1l 1al obligations provided for [n this
Operating Agreement in accordanee with this Operating Agr t, Including any such obligation under Article VILB,
then in addition w the remedies provided in Article VILB., or elsewhere in this Operating Agr the ol
specified below in this Article XVLN. shall be applicable. All notices and electlons provided far in this Article XVL.N,
shall be delivered only by Operator, except that Operator shall deilver any such notlee and electh bly req d

by » non-defaulting Non-Operator, and if Operator Is the party in default, the applicable rotices and elections may be
dellvered by any noo-defaulting Non-Operator. Operstor (or any non-defaulting Non-Operator if Operator is the perty
in default) may deliver to the party in default » Notice of Nonpayment, which shall specify the defauly, speelfy the action
to be taken to cure the defach, and specify that fallure to take such sctlon will result in the exercise of one or more of the
remedles provided in this Operating Agreement. Election of any one or more of the followi dies shail not preclud
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the subsequent use of any other remedy specified below or otherwise available to » non-defaciting party, except o the

exient this Operating Agreement expressly pruvides otherwise. All of the provigons of thin Artkcle XVEN. shall be

subject to the provisions of Arficle V.A.
1. Suspension of Rights; If a default is not cured within {ifveen (15) days after the defaulting party’s reeeipt of
a Notice of Nonpayment, alf of the rights of the defauliing parly granted by this Operating Agreement may,
immediately upon notice to defaulting party, be suspended ontil the default is cared, without prejudice to the
right of the non-defaviting party or parties to inue to enforce the obligations of the defaulting party
previously accrued or thereafler accrning under this Operating Agreement. The rights of a defaulting party
that may be suspended at the etection of the non-defaulting pariies shall include, without limitation, the right
to receive during the pariod of such default any informstion as to any operation conducted under this
Operating Agreement, the right to elect to participate in an operation proposed under Article VLB. of this

Operaling Agreement, the right (o participate in an operation belng conducted under this Operating
Agreement even if the party has previously elected to participste in such operation, and the right to recelve
proceeds of productlon from any well subject to this Operating Agreement,

2. Right to Set-Off or Recoup; Operator (or any non-dafaulting Non-Operstor if Operator is the party in
default) may take any action to which it may be entitled or pursue any remedy to collect the amounts in
defauli, together with all damages suffered by the non-defaulting parties as a result of the default, plus Interest
accruing on the amounts recovered from the date of default until the dete of collection st the rate specified in
the COPAS Accounting Procedure sttached ns Exhiblt “C™, together with reasonable attorncy's fees and court
corls related thereto. In addition to amy other rights It may have, Operator shall have and he entltled to
exerclse all rights and remedles of recoupment, setofl and any similar doctrines, snd the exercive of such rights
and remedies shall be in addition to al} other rights and remedies. Withoat limiting the foregoing, Operator
shall have the additional right to notify the purchaser or purchasers of the defaulting party’s Oil and Gas
production, and reconp or collect any amoonts in default out of the proceeds from the sale of the defaulting
party’s share of Oll and Gas production untll the owed has been pald in full. In addition, Operator
may, by ootice to a defaulting party, suspend the right of such defaulting party to take and sell or dispose of its
share of Oil and Gas production untll such defanlt bas been cured, With respect to sny amount owed pursaant
to this Operating Agreement by a defaulting party, Operator shall bave the right, from time Lo time, to recoup
from, and to offset against, procenshs from the sale of sach defaulting party’s share of Oil and Gas production
until payment in full of sll amwunts owing by sach defaulting party, and to remit to sach defaulting party a
“net check” lo the amount of any such et proceeds to which the Operator belicves the defanlting party is thea
entiied. if an amount is not sscertalnable, Operator may, acting in a clally r bk

estimate tbe amoont thereof and recoap or setoff In accordance with sach estimate, subjeet to R to
the defauiting party when the amount is ascertained. Any purch of such prodaction shall be entitled to
rely on Operator's statement concerning the amount owed by the defaulting party and paymeat made ¢o
Operator by any purch sball be binding and clasive as bet sach purch and such defaulting
party,

3. Suit for Damages: Noo-defaulting parties or Operntor for the beneflt of pon-defsulting parties may sue (at
Joint account expense) to colleet the amoonts In defautt, plus interest accruing on the amounta recovered from
the date of default unti] (he date of collection st the rate specifled in Exhibit "C* attached hereto, Nothiog

hercin shall prevent any party from suing any defaulting party to collect consequential damages aceruing to
such party as a result of the default.
4. Costs and, Attorneys’ Fees: In the event any party h required to bring legal proccedings to enforce any
financial obligation of a party hereunder, the prevailing party in such uction shall be entltied to recover all
court cots, costs of collection, and reasonable attorneys’ fees, which the lien provided for in this Operating
Agreement shall also sccure.
LIEN: The lien and security interest granted by each Non-Operaior to Operator and hy Operator 10 Non-Operator
ander Article VILB. shall extend not only to such party's ofl and gas rights in the Contract Ares (which for greater
ceriainty shall include all of each party's leaschold | and leasebold estate in the Contract Arca), tbe oll and/or gas

when and

(as d In sald Ariicle) but also (o all sccounts, contract rghts, inventory and
general intangibles conatituting a pari of, relating or arislog out of sald ol! and gas rights, extracted oil and gas and said
equipment or which are otherwlse owned or held by any such party in the Contract Area. Further, the llen xnd security
Interest of each of waid parties shall extend to all proceeds and products of all of the property and collateral deseribed in
this paragraph and in Artide VILB. a5 being subject to ssid lien and security interest. Any party, to the extent it deemns
necexsary o perfect the Len and security interest provided herein, may file this Operating Agreement as a Jien or
mortgage In the applicable real estate records and as s floancing statement with the proper officer under the Uniform
Commercial Code. Fartber, and pot in Limitathon of the foregoing, each party hereby grants to Operator foll right, power
wnd authority to execute in each such party’s name and on ity behalf any Mnanciog statement which Operator deems
Decesuary in order to perfect the security interest hereby granted onder the spplicable Uniform C cial Code.
TAKE IN KIND: In the cvent any Purty shall fall to tmake the armangements necessary to take in kind or separately
dispose of its proportionate share of the oll and gas prodeced from the Contract Arca, Operator shall have the right, but
aot the ohligation, to purchase such oil and gas or sell it to others st any time and from time to Ume, for the account of
the noo-taking party, and Operator wil) use its best efforts to market Nen-Operator's share of oll and gas on the same
terms that Operator markets its own share of sach product Any such purchase or sale by Operator sball be subject

22
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always to the right of the owner of the production to excrcise at any time its right to take in kind or separately dispose of
ita whare of all il and gas not previously delivered to a purchaser by the giving of written notice thereof to Operator at
least thirty (30) dayx prior to its requested taking (the "Taking Date"); such notice shall be deemed efTective on the flrst
day of the next month following the Taking Date. Any purchase or sale by Operator of sny other party's sbare of dll and
gas shall be enly for such reasonable perfods of time a2 are ¢ with tbe mini needs of the industry under the
particular drcumstances, but in no event for a perlod in excess of ope (1) year.

ALL TRANSFERS SUBJECT TO THIS AGREEMENT: Each party bereto covenants and agrees for itsel, its successors
and assigns, Lhat any aale, asignment, sublexse, mortgage, pledge or other instrument affeeting the leases and lands
subject to thly instrument (whether of an operating or non-operating interest or a morigage, pledge or other seeurity

interest) will be made and accepted subject to this instrument and the party acquiring the interest or security shall
expreusly agree to be bound by all its terms and provisions. Any party bereto who executes any instrument In favor of
any party with lying with the provisions of thls paragraph shall inderanify, defend and bold the ather parties
hereto harmless from and sgainst any and all clalms or causes of action by any person whomsoever and for any expentes
and losses sastalned as a result of the fallure of such party to comply with these providons.
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IN WITNESS WHEREOF, this agreement shall be effective as of the __ 1t day of __August N

2015 .

, who has preparcd and circulated this form for execution, represents and wasrrants
that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form 610-1989 Mode! Form
Operating Agreement, as published in computerized form by Forms On-A-Disk, Inc. Ne changes, alterations, or
modifications, other than those made by strikethrough and/or insertion and that are clearly recognizable as changes in

Articles , have been made to the form,
ATTEST OR WITNESS: OPERATOR
Nemo Fund 1, LLC
By
Type or print name
Title
Date

Tax ID or S.S. No.

NON-OPERATORS

Devon Energy Production Company, L.P.

By

John D, Raines

Type or print name

Title Vice President

Date

Tamaroa Development, LLC

By

Type or print name

Title

Date

Tax ID or 8.8. No,

Golder Properties, Inc.

By

Type or print name

Title

Date

Tax ID or 8.8. No.
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Petroven, Inc.

By

Type or print namc

Title

Date

Tax 1D or S.S. No.
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ACKNOWLEDGMENTS
Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts.

The validity and effect of these forms in any state will depend upon the statutes of that state.

Individual acknowledgment:

State of )
) ss.
County of )

This instrument was acknowledged before me on

by

(Seal, if any)

Title (and Rank)

My commission expi
Acknowled, t in repr ive capacity:
State of )

) ss.

County of )

This instrument was acknowledged before me on

by as

of

(Seal, if any)

Title (and Rank)

My commission expires:
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EXHIBIT “A”

ATTACHED AND MADE PART OF OPERATING AGREEMENT DATED AUGUST 1, 2015
BETWEEN
Nemo Fund I, LLC as OPERATOR AND
Devon Energy Production Company, L.P., ET AL, as NON-OPERATOR

1. IDENTIFICATION OF LAND SUBJECT TO THIS AGREEMENT: Section 12, T-10-S, R-36-E, Lea
County, New Mexico

2. RESTRICTIONS, TF ANY, AS TO DEPTHS, FORMATIONS, OR SUBSTANCES: Limited from the
surface to the base of the San Andres Formation

3. PERCENTAGES OR FRACTIONAL INTERESTS AND ADDRESSES OF PARTIES TO THIS
AGREEMENT:

Nemo Fund I, LLC

5826 New Territory 56.00%
Sugarland TX 77479

Email: pbornman@nautilus-energy.com

Office: 713416-2281

Devon Energy Production Company, L.P.

Attn: Meg Muhlinghause

333 West Sheridan Avenue 30.00%
Oklahoma City, OK 73102

Email: meg.muhlinghause@dvn.com

Office: 405-228-4416

Fax: 405-552-8113

Tamaroa Development, LLC

P.O. Box 866937 7.00%
Plano, TX 75086

Email: bill@bahlburgexploration.com

Fax: 972-867-2575

Golden Properties, Inc.

5930 West Parker Rd. 0.70%
Plano, TX 75093

Email: dj@petroven.com

Fax: 972-781-6666

Petroven, Inc.

5930 West Parker Rd., Suite 800 6.30%
Plano, TX 75093

Email: dcherry@petroven.com

Fax: 972-781-6666

100.00%

4. OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT:

1) State of New Mexico Lease # dated , 1o recorded in
Volume Page of the Lea County Records, covering E/2 of Section 12, Township 10 South, Range 36
East.

2) State of New Mexico Lease # dated ,to recorded in
Volume Page of the Lea County Records, covering W/2 of Section 12, Township 10 South, Range 36
East.

*Subject to that cerlain Exploration Agreement dated August 1, 2015, by and between Nemo Fund I, LLC and
Devon Encrgy Production Company, L.P., Tamaroa Development, LLC, Golden Properties, LLC and Petroven, Inc.
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COPAS 2005 Accounting Procedurc
Recommended by COPAS
Exhibit “C”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

L GENERAL PROVISIONS

{F THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE™ PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE" FROVISIONS, ALTERNATIVE I IN EACH SUCR INSTANCE SHALL BE DEEMED TO HAVE
BEEN ADOPTED BY THE PARTIES A8 A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION.

IN THE EVENT THAT ANY “OPTIONAL” FROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY THE
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT
FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT
OF THE PARTIES IN SUCH EVENT.

L

DEFINITIONS

All terms used in this Accounting Procedure ghall have the following meaning, unless otherwise cxpressly defined in the Agreement:
“Afflllate” memrs for a person, enother person that comtrols, is comtrolled by, or is under common control with that person. In this
definition, () control rocans the ownership by one person, directly or indirectly, of more than fiRy percent (50%) of the voting securities
of a corporation ar, for other persom, tho equivalent ownership interest (such a9 partnorship inlerests), and (b) “person” metms &n

“Agreement”™ memns tho operating agreement, farmout agreement, ar other contract between the Parties to which this Accounting
Procedure is ettached.

“Conirollable Material” means Material that, et the time of acquisiticn or disposition by the Joim Account, as applicable, is so classified

in the Muterial Classificstion Manmal maost thy ded by the Council of Petrol A Socisties (COPAS).
“Equallxed Freight" mesns the proceduve of charging portation cost to the Joint Accom based upon the distance from the nearest
Railway Receiving Poit to the property.

“Excduded Amount” means a specified excluded trucking smount most recently recommended by COPAS.

“Fleid Offlee™ means a structure, or partion of & hether a temporary or p instellation, the primary function of which is
to directly serve daily operation and maintenance activities of the Joint Property and which serves as a staging aren for directly chargeable
field personnel

“Firsi Level Sapervision™ means those employess whose primmary function in Joint Operations is the direct oversight of the Operxtor's
field anployeess and/or coutrect kbor directly employed On-site in a fickd operating capacity. First Level Supervision functions may
inchade, but are not limited to:

Ressponsibility for field employees and Inbor d in activitics that can mclude fiedd operations, maintenance,
well lial work, cquipment movement and drilling

+ Responsibility for day-to-dary direct ovemight of rig opertions

Responsibility for day-to-dary direct overight of construction operstions

Coordination of job priorities and approval of work procedures

.

* Respomsibility for optimal utilization {(equip , P

+ Responsibility for mecting production and fiel operating expense trgets

* Representation of the Partics in local matters involving eommumity, vendors, regulatory agents and landowners, as an incidental
part of the supervisor's operating responsibilitics

+ Responsibility for sll emergency responses with field staff

» Responsibility for implomenting safety and eavi Ip

» Responsibility for field adherence o company policy

* Responsibility for employment decisions and performance sppraisals for Gield parsonnel

* Oversight of sub-groups for fickd functions such es cectrical, safety, cavironmental, telecomnumications, which may have group
or team leaders,

“JolnlAmunt”mmmemmmw.mecwwlmmumdvdhumlﬁwmmﬂNmmh
shared by the Partics, but does not inchxde proceeda attributable to hydrocarbons and by-prod: duced undes the Agreement.

“Jolot Operstions” means Al oporsiorn T nascaly o phoper for the exploretion, appraisal, development, production, protectin,
i , repair, abands and jion of tho Jaim Property.

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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“Joint Property™ means the real and personal property subject to the Agreement,

“Laws” memns any lrws, rules, regulstions, decrees, and orders of the United States of America or any siate thereof and all other
govermmental bodies, agencies, and other authorities having jurisdiction over or affecting the provisions coptained in or the transactions
contemplated by the Agreement or the Particy and their operstions, whether such laws now cxist or erc hereafter amendex, enacted,
promuigated or issued.

“Material™ means p | propesty, equips supplics, or bk quired or held for use by the Joist Property.
“Non-Operators™ meanz the Partics 1o the Agreement other than the Operetor,

“Offshore Facllities” means platforms, surfce and auhsea develop and production sy , and other support sysiems such 88 oil and
gas handling facilities, living quarters, offices, shops, cranes, eectrical supply equipment and systems, fuel and water storage and piping,
heliport, marine docking instalistions, communication facilities, navigation aids, md other siniler facilities necessary in the conduct of
offshore operetions, all of which ere bocated offshore.

“OfF-site™ mesnz any Jocstion that is not considered On-site as defined in this Accounting Procedure.

“Ou-tlte” means on the Joint Property when in direct canduct of Joinl Operations. The tarm “On-site” shall also inchude that portion of
Offshore Facilities, Shore Base Facilitiea, fabrication yards, and staging arees from which Joint Operations are conducted, or other
facilities that directly control equipment on the Joint Prop gardless of whether such facilities are owned by the Joint Account.

“Operator” meanz the Party designated p to the Agr to conduct the Joint Operations.
“Parties” means legal entitics 3i ¥ to the A or their and sssigns. Partics shall be referred to individually e
“Party.”

“Participating [ ™ mezny the p age of the costs and risks of conducting an operstion under the Agreement that & Party agroes,
or is ctherwise obligzied, to pay md bear.

“Participsting Party™ means a Party that eppr & proposed operation or otherwise agrees, or becomes liable, to pay and bear a share of
the costs and risks of conducting an under the Agr

ang L

“Personal Expenses” means reimbursed costs for travel and temporary living expenses.

“Railway Recelving Point” means the mithend nearest the Joint Property for which freight rates aro published, oven though an achyal
raithead may not exist.

“Shore Base Facllities” meams onshore qupport facilitios that during Joint Operations ide such servi tn the Joind Property as a

receiving and transshipment poind for Materials; debarkation point for drilling and production personne] and services; communication,
scheduling and dispatelring center; and other esaociated functions sexrving the Joint Property.

“Sapply Store” means s ized source or stock point for a given Material item.

”I‘echnlul&ervlca"mm iding apecific engineering, geosci or other professional skills, such e those performed by

, gool geop memmenﬁcmmndMRrhmwﬂm
Opmmm,ylvvidod.hcma,Tummmmmmmmwﬂhﬂyiwtﬁduwwhw
peragraph of the itroduction of Section Il (OverAead). Techmical Services may bo provided by the Operztor, Operator's Affiliate, Non-
Operetor, Non-Operstor Affilistes, end/or third parties.

BTATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionats share of the Joint Account for the
preceding month. Such bills shall bo accompanied by statements that identify the AFE (authority for expenditure), Sease or facility, and all
charges and credits summarized by appropristo cutegories of i and expense. Controliable Meierial shall be separtely identified
and fully described in detail, or at the Operator’s option, Controllable Material may be rummarized by major Material classifications,
Intangible drilling costs, audit adjustments, and unusual charges and credits ghall bo separtely and clearly identified.

The Opentor may make svailable to Non-Op any statements and bills required under Section 12 and/or Section 13.A (Advancer
and Fayments by the Parties) via email, electronic data interchange, intemet websites or other equivalent clectronic media in lieu of paper
copies. Tho Openator shall provide the Non-Operators instructions and any necessary information to access and receive the stataments and
bills within the timeframes specifiod herein. A stetement or billing shall be decmed a3 defivered twenty-four (24) hours (exchuive of

ckeruts and bolidays) after the Op notifien the Non-Operator that the statement or billing is available on the website snd/or sent via
cmail or clectronic datn indarchange transmission. Each Non-Operator individually shall elect t receive statements and billings
cloctronically, if available from the Operator, or request paper copics. Such election may bo changed upon thirty (30) days prior written
notice to the Operator.

COPYRIGHT © 2008 by Council of Petroteun A Societiss, Inc. (COPAS)
2




COP&S

COPAS 2008 Accounting Procedure
Recommended by COPAS, Inc.

3, ADVANCES AND PAYMENTS BY THE PARTIES

A

o L L

A

Unless otharwise provided for in the Agreement, the require the Non-Operators Lo sdvanco their share of the estimatod
nahmhyforlhsnmeedinaW‘lmﬁm&ﬁwmmdthmwhﬁmayof
the month for which the ady is required, whichever is Iater. The Op shall adjust cach manthly billing to reflect advances
mdvedﬁunanon-OpmafurudlmnﬂLHambMﬂnWShnmlythemmhmmﬂ!
Mwﬂhlhﬂwcﬂm scnds the Operstor a written request for a cash refund. The Operaior
shall remit the refund to the Non-Opesstor days of receipt of such written request.

m@umuuw,mhmmmmmﬁmm«mmmmmﬂ"’@-«uanofmm.lr
paymen is not made within such time, the ungaid balance shall beer interest compounded manthly at the prime rte published by the
Wall Street Journal on he first day of each month the payment is delinquent, plus three percent (3%), per ammum, or the maximum
contract rate permitted by the applicable usury Laws governing the Joint Property, whichever is the lesser, plus aitomney’s foes, court
costs, anxd other costs in ion with the collection of uopaid If the Wail Street Journal censes to be published or
discontinues publishing & prime rate, the unpaid balance shait bear intereat compounded manthly at the prime mrte published by the
Federal Reserve plus three percent (3%), per anmum, Interest shall begin accrulng an the [irst day of the mondh in wivich the payment
mﬁnhywh“mh“dadﬁydunmhdmﬁhwumwdnﬁumhﬂanw
Notwithstanding the foregning, the Non-Operetor may reduce payment, provided  fi & and exphanation to the
Operstor 1 the time payment is made, to the extent such reduction is caused by

(1) being billed st an incomeet working interest or Participating Intesest that is higher then such Non-Operator’s sctual working
interest or Participating Interest, as applicable; or

{2) bﬁnghﬂledfwlmjwtwmnqulﬂmappmvdothnmawumwmdmtthm-Opemurhummved
or is not otherwise obligated to pay under the Agreement; or

(3) eing billed for @ proparty in which the Non-Opemtor no banger owns a working interest, provided the Noo-Op has
thamﬁmmwwlmmﬁumwmrmumw
shall remain responsible for paying bills attributable to the interest it sold or transferred for any bills renderod during the thirty
(30) day period following the Operstar's receipt of such written notice; of

(4)  charges ouside the adjustment period, as provided in Section L4 (Adfisoments).

4. ADJUSTMENTS

h)mtofwawhhﬂsshnmmmmmohwhnymmw ion the thereof; b , all bills
and luding payout nts, rend ‘d\mngmycalamhrywshumhulvelyhmmmdhhﬂm“ewmt,
wnhuwcctonlywapaﬂnum,nﬁutwuny-hw(ﬂ)uwmluﬁrllowmgdumdofmynwhulmdryqr,lmlmvlllunnni
period u Party takes specifio detniled written exception thareto making a olaim for adjustment. The Op shall provids a respo
to all written ptions, whether or not i ’inmludhrwgvnhnthmpmmhm‘bedmsmtﬂwm
Audits).

All adjustments initiated by the Oportor, except those described in items (1) through (4) of this Section 14.B, are limited to the
twenty-foar (24) manth period following the end of the calendar year in which the original charge sppeared or should bave eppesred
on the Operator’s Joint Account siaternent or payout statement. Adjustments that mary be made beyond the twenty-four (24) month
period are linsited to adjustments resuhting from the following;

(1) o physical inventory of Controllablo Material as provided for in Section V (/aventories of Controllable Material), or

{2) an offsctting entry (whether in whale or in part) that is the direct rosult of a specific joint interest audit exception grented by the
Operator relating to enother property, or

(3) a govenment/regutstory sudit, or

(4) » working interest ownership or Participating Interest sdjustrsmn.

5, EXPENDITURE AUDITS

A

222 apRp8

ANWm,wwmmmwwwmmmeMhnuﬁmmwlheOpmmr'l
mmmmﬁ;mﬁmhmmmmmfm(u)m‘lhpaidfoibwimtheaﬂvfmhnlmhrwin
which such bill was rendered; b ducting an audit shall not extend the time for the taking of written exception to end the
adjustment ofmunhupwvldedfwin Section 14 (Adfustmenty). Any Party tha i3 subject to payout accounting under the
Agmmamthummmmemmmmame?mymuefmwdxmmorol
the Party furnishing information to the Party respousible for prepering payout statements. Audits of payout sccouns may include the
I of hydrocarbons produced and saved and p ds received for such hydrocarbons es they pertain to peyout accounting

d under the Agn Unless otharwise provided in the Agreement, auxdits of a payout account shall be conducted within the
twenty-four (24) manth period following the end of the cabendar year in which the payout statement wes rendered.

Where there are two o mare Non-Op , the Non-Op shall ouke overy reasonable effont to conduct s joint sudit in a
nnmthuwillmhhlmhimmofhwmaﬁembhw.mw-hﬂbmeﬁmoﬁhNMW‘
MMMWMMMMWNWMW.NMWMMMWMmthmomemh)w
wilhomuiurwimloﬁhew.accptuponlhnmiMonwmmvﬂofanpm:or,uﬂdml]ben-dutdnumof

COPYRIGHT © 2005 by Coumcil of Petrol A Socictics, Inc. (COPAS)
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those Non-Operaton epproving such audit.

The Non-Operstor loading the sudit (hereinafier “lead sudit company”) shall issuc the awdit report within ninety (90) days afler
complation of the xudit testing and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) month
requirement for taking specific detailed written exception as required in Section L4.A (4djuwsoments) ahove. All claims shall be

A timely filed written exception or sudit report containing written exceptions (hereinafter “writton exceptions™) shatl, with respert to
the claims made therein, prechude the Op from ting a statuto of limitations defense against such claims, end the Operator
beweby waivea its right to assert any siztute of limitations defense sgains such ciaims for so long as any Non-Operator contimues to
comply with the deadlines (or resoiving exceptions provided in this Accounting Procedure. [f the Non-Operatots fail to commply with
the additional deadlines in Section LS.B or 1.5.C, the Operator's waiver of its rights to assert a statute of limitations dofense against
the claims brought by the Non-Op ghall lapse, and such claims shall then be subject to the applicable stahuts of limitations,
provided that such waiver shall not lapse in the cvent that the Operator hes failed to comply with the deadlines in Section [.5.B or
I5.C.

The Oy shall provids a writen respogse to all exceptions in m audit report within oo tundred cighty (180) days afier Operator
receivea such report. Denied exceptions should be accompanied by a substtive reaponse. If the Operetor fails to provide substantive
response (o an exception within this one undred eighty (180) day period, the Operator will owe intrrest an thet excoption or pottion
thereof, if ultimately granted, from the date it received the sudit report. Intorest shatl be calculated using the rate sct forth in Section
1.3.B (Adwotces and Poyments by the Parties).

The lezd sudit company shafl reply to the Operetor’s response to an mudit report within ninety (90) days of receipt, and the Operator
shall reply to the lead audit company's follow-up reep within ninety (90} days of receipl; provided, howover, each Non-Operator
shall have the right to represent itself if ik disagroes with the lead audit company’s position or belicves the lead audit company ia not
adequately falfilling its dutics. Unless othexwise provided for in Section 1.5.E, if the Operztor fails 1o provide substantive respanse
10 an exception within this ninety (90) day period, the Operetor will owo inferest on thet exception or portion thereof, if ultimately
granted, from tho date it received the sudit report. Interest shall be cakculated using the rate set forth in Section 13.B {(4dvences and
Paymenss by the Panies).

If any Party fails to meet the deadlines in Sections L3.B or L5.C or [f any audit issues arc outstanding fifteen (15) months after
Operator receives the aodit repost, the Operstor or any Non-Operator participating in the sudit kas the right o call a resolution
meeting, es set forth in this Section L5.D or it may invoke the dispute resotution procedures inchuded in the Agroament, if applicable.
The mecting will require 006 Mmonth's written notice to tho Oporzior and all Non-Operators perticipating in the sudit. The mecting
shall be heid s the Operutor’s office of mutually agreed focation, and shall be eitended by representativea of the Parties with
authority 0 resolve such outstanding issucs. Ay Party who faifs to attend the resolution meeting shall be bound by amy resolution
reached at the meeting, The lead eudit company will make good faith efforts to coordinate the response and positions of the
Non-Operator participants throughout the resotution p ; h , cach Non-Operator shall have the right to represent itsel.
Attendees will maks good faith efforts to resolve outstanding issues, and cach Party will be required to present substantive information
supporting its position. A resolution mecting may be held as often ry agresd to by the Pmties. Issues untesolved at one meeting may
be di d et subseq ings umil cach such issue is resolved.

If the Agreement contains no dispute resohition procedures and the audit isswea cannot be resolved by negotiation, the dispute shall
be submitted I medigtion. n such event, promptly following one Party’s written request for mediation, the Perties to the dispute
shall choose 8 mutualiy acceptable mediator smd share the costs of mediation services equally. The Pertics shall each have present
at the mediation at least ope individual who hes the sothority to setile the dispude. The Partics ahall mske rexsonsble efforts to
cusure that the mediation comumences within sixty (60) days of the date of the mediation request. Notwithstanding the above, any
Party may filo a lswsuit or complaint (1) if the Partics are unable after reasonable efforta, o commence madiatiom within sixty (60)
dayn of the dats of the mediation request, (2) for statute of limitations reasoms, or (3) to seck a preliminary injunction or othey
provisional judicial relicf, if in its sole judgment en injunction of other provisional rdief is Y to awaid irrcparable damage or
10 prescrve the status quo. Despite such action, the Pasties shal) contimue to try Lo resolve the dispute by madistion

M (Opdonal Provision — Forfelture Penaides)

If the Non-Operators fail to meet the deadline in Section 1.3.C, any wiresolved exceptions that were not addressed by the Now-

Operoiors within one (1) year following receipt of the last subsiantive response of the Operntor thall be deemed to have been
itk by the Non-Op If the Operator fuils 1o meet the deadlines in Section 1.5.B ar 1.5.C, any unresolved axceptions that

were not addressed by the Operator witkin one (1) year following receips of the audit report or receipt of the last subsiantive response

of the Non-Operators, whichever is later, shall be deemed tb have been g d by the Oper and odh shall be nrade,

without interest, & the Joint Account.

6. APFROVAL BY PARTIES

A

GENERAL MATTERS
Where an approval or other agreemont of the Partiea or Non-Op is expresaly required under other Sections of this Accounting
Procedure and if the Agr to which this A ing Procedure 1s hed ins no contrary provisions in regard thereto, the

COPYRIGHT © 2005 by Council of Petrol A Socicties, Inc. (COPAS)
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Opezator shall notify all Noa-Operators of the Operetor's proposal end the agr ar approval of a majority in imerest of the
Non-Operators shall be coptrolling on all Non-Operetors.

This Section L6.A epplics to specific situations of limited duration where a Party proposes to change the accounting for charges from
that prescribed in this Acoounting Procedure. This provision does not apply W amendments to this Acoounting Procedure, which ere
covered by Section L6.B.

AMENDMENTS
If the Agreament to which this A ing Procedure is hed ins no contrery provisions in regard thereto, this Accoumting
Procedure can be ded by sn affirmative vote of two (2 ) or more Parties, onc of which is the Operator,

having a combined working imereet of o1 loast __seventv-five  percent (78 %), which approval shall be binding on all Parties,
provided, however, approval of at fesst oo (1) Non-Opertor shall be required.

AFFILIATES
For the purpose of administering the voting procedures of Sections 1.6.A and [.6.B, if Partics to this Agreemen are Affilines of each

m,mmmumummmMu.mmmumﬁmmuiMMmm
Interest of such Affilistes.

Pormp\upumdmim'muﬂnnﬁunneﬁmhwls.ﬁiinmomhmhﬁﬁueofmw,m
msmu.nmw&hemiuﬂyinhﬂaﬂdﬂnNm—Opem(s)aﬂuuchﬂimhehﬂauofﬂnW;
Affiliate,

IL DIRECT CHARGES

The Operator shall charge the Joimt Account with the following items:

1,

1.

RENTALS AND ROYALTIES
Lezase rentals and royahies paid by the Operator, on behalf of all Parties, for the Joint Opemtions.
LABOR

A Salaries and wages, incinding incentive compensation programs as set forth in COPAS MFI-37 ("Chargenbility of Incentive

Compensation Programa™), for:
1)} Opam’sﬁddmbymdhmﬂymhyvdmminmmdhimw
2) Op 's cmployees directly employed on Shorc Base Facilities, Offshore Facilities, or other facilities sarving the Joint

Property if such costs are not eharged under Sectiom IL6 (Equiz and Facilities Purnished by Operaior) or are oot s
funciion covered under Section [l {Overkead),

(3) Opemtor’s employees providing First Level Supervision,

(4) Operntor's employees providing On-site Technical Services for the Joint Property if such charges are excluded from the
overbead mtes in Section 11l (Overhead),

[&)] Opumt’lanpbympmvidthﬂ’-ﬁwTwhi:dchicaﬁndn]oimhwifaxhchmmacw from the
overhead rates in Sextion [L (Overkead).

Omgufurﬂn()pemw'smMﬁdhsmﬂ.Amthhdmmm‘awnhﬁuMugu,
oﬁnIiudnwLleMthuwMammdhm'sMﬁcﬂm,

On.lgaﬁwpuwmglclnnubbuﬂhlhismm.o\whommmouﬁmbnhﬂmucedmwﬁhmauﬁmpuid
mmmmus.mhygmmm&wn.z.mammwwwmmwsmm
L6.A (General Matters).

Opereine’s cost of holiday, vacation, sickness, end disability benefits, and othee ¥ alk paid to employees whose
salaries and wages sro chargesble to the Joint Account under Section B.2.A, exchuding pay or other termination
allowenoes. Such custs unde thia Section [12.B msy be charged on & “when end as-paid besis™ or by “percentage assessment” an tho
mddﬁqmmmhwhmwmsmu.klfpacamgeaami:md,ﬂnmdnﬂ

be based on the Operator’s cost experience.

Expenditures or ibutions made p to assessments imposad by governmental suthority thm are applicable w costs
chargeable to the Joim Account under Sections 1L2.A and B,

OOPYRIGHT © 2005 by Council of Petrol A Socictics, Inc. (COPAS)
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w

D. Persomal Expenses of persamnel whose salaries and wages are chargeable to the Joim Account under Section IL2.A when the
p are i din ction with direcily chargeable activities.

E R ble relocation costs il d in faring to the Joint Property persoomel whose salaries and wages are chargeable to the
JmnAmmaMuSectmluANumtmmdmgmmm;mmﬂmmhﬁommrgamnﬁmorm:rofu
Party, or that are for the primary benefit of the Operator, shall not be chargeable 0 the Joint A B Yy
costs, such es those incurred as a resull of transfers from remote locations, such as Alasks or overseas, shall not be charged to the
Joint Account unless approved by the Parties pursuant to Section [.6.A (Genera/ Maiters).

F. Tmining costs as specified in COPAS MFT-35 (“Charging of Training Costs to the Joint Account™) for persamne] whose salaries and
wages arc chargeable under Section I1.2.A. muumwmnxmh&hwgmmg,mmgmmmrm

E i d during the training session. The training cost shall be charged or aliocated (o the propesty or prop directly
beneﬁnngﬁnmlhem-ng Mooslofthsmmngwumxhllwtacwdmhmcwma where such rates aro
available.

G.  Operator's current cost of established plans for employee benefits, as described in COPAS MFI-27 (“Employee Benefits Chargeable

to Joint Operations and Subject to Percentage Limitation”), applicsble to the Operator’s labor costs chargeable to the Joint Account
under Sections IL2.A and B based on the Operator’s actual cost not to exceed the employee benefits limitation percentage most
recently recommended by COPAS.

H. Awand p to employees, in accordance with COPAS MFI-49 (*Awards to Employees and C: ™) for p I whose

salarics and wages are chargeahle under Section [L2.A-

MATERIAL
Material purchased or furnished by the Operator for use on the Joint Property in the conduct of Joimt Operations a3 provided under Section
IV (Material Purchases, Trarsfers, and Dispositions). Only such Msterial shall be purchased for ot transferred to the Joint Property ea

rady be required for immediate use or is remsonably practical and consistent with efficient and economical operations. The accumulation
of surphus stocks ghall be avoided.

TRANSPORTATION
A Transportation of the Operator’s, Operator’s Affiliate’s, o¢ ‘s p | y For Joint Op
B. Tmnsportation of Material b the Joint Property and another propesty, or from the Operator's warehouse or other stotage point

to he Joint Property, shall be charged to the receiving property using one of the methoda listed below, Transportation of Material
from the Joint Proparty to the Operator's warchouse or other starage point shall bo paid for by the Joint Property using one of the
methods listed below:

(1} If the eotusl trucking charge is less than or equal to the Exchuled Amound the Operator may charge actual trucking cost or a
theoretical charge fram the Railway Receiving Point to the Joint Property. The basis for the theorctical chargo is the per
bundred weight charge phus fuel surcharges from the Railway Receiving Point to the Joint Property . The Operatar shall
consistently apply the sclected alternative.

(2) If the actual trucking charge is greater than the Excluded Amount, the Operator ekall chargs Equalized Freight, A ial
charges such es loading and unlcading costs, split pick-up costs, detention, call out charges, and parmit fees shall be charged
directly to the Joint Property and shall not be inchuled when calculating the Equalized Freight

SERVICES

The cost of contract services, equipment, and wilities used in the conduct of Joim Operations, except for sarvices, equipment, and
utilities covered by Section I (Overhead), or Section 117 (Affiates), or excluded under Section 11.9 (Legu/ Expense). Awnrds paid to
coniractors shall be chargeabls pursuant to COPAS MF1-49 (*Awerds to Employees and Contractors™).

The costs of third party Technical Services are ch ble to the extenl excluded from the overhead mites under Section Il (Overkead).

EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

In the abx of a sep {y negotiated agn , equipment and {acilities furnished by the Operator will be charged as follows:

A.  The Operator shall charge the Joint Account for use of Operator<owned equipment and facilities, inchuding but not limited o
production fecilitics, Shore Base Facilities, Offihare Facilities, and Field Offices, st rates commensurate with the costs of ownership
a.ndopu'aﬁm'l‘hemstofFie]dOfﬂmlhllbeehargmblewdnextﬂtheFieldOfﬁmp!wideditmmhalopmnmlwln
are chargesble pursuant to Section 11.2.A (Labor). Such rates may inchude labor, maintenmce, repairs, other operating expenss,
insurance, taxes, depreciation using straight line deprociation method, and interest on gross investment loss accumulated depreciation
not o exceed ____ eight percent ( ] %) per amnum; provided, however, depreciation shall not bo charged when the

COPYRIGHT © 2005 by Council of Petro} A Societies, Inc, (COPAS)
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1 jon, and di I Such retes shall not exceed the g | rates ly prevailing in the
immediate ares of the Joimt Property.

B. In lieu of charges in Section [1.6.A sbove, the Operator may elect 1o use averago commercial rates preveiling in the immediste area
of the Joint Property, less tweaty percent (20%). If equipment and facilitios are charged under this Section IL6.B, the Opertor ghall
adequatcly document and support commercial mtes and shafl periodically review and update the mte and the supporting
documentation. For atomotive equipment, the Operator may eloct to use mics published by the Petroleum Motor Transport
Association (PMTA) or such other organization recogrized by COPAS ax the official source of rates.

7. AFFILIATES

A Charges for an Affiliato’s goods and/or services used tn opemtions requiring an AFE or other anthotization from the Non-Operators
may be mado without the approval of the Parties provided (i) the Affiliate is identified and the Affiliate goods and services are
specifically detailed in the approved AFE or other suthorization, and (i} the total costs for such Affiliste's goods and sarvices billed
to such individual project do not exceed $_S0,00000 ___ If the wotal costs for an Affiliate’s goods and services charged to such
individual project are not specifically detailed in the approved AFE or authorization or exceed such amount, charges for such
Affiliate shall requiro approval of the Parties, pursuam to Sectiom L6.A (Genera/ Maiturs).

B.  For sn Affiliate’s goods and/ox servicas used in operstions not requiring an AFE or other authorization from the Non-Operators,
charges for such Affiliste’s gnods and services shall require approval of the Parties, pursuant to Section 1.6.A (Gereral Matters), if the
charges excood $_S0.00000 in n given calendar year.

n
;‘: C. Ths cost of the Affiliste's goods or services shall not exceed average commercial rutes provailing in the ares of the Joint Property,
2 unbesy the Operutor obtains the Non-Operatons’ approval of mch mies. The Op shall edequately document and support
2% commercial rates and shall periodically reviow and updste the mis and the supporting documenation; provided, bowever,
7 d ntation of commercial rates shall not be required if the Operator obtaina Non-Operator epproval of its Affiliate’s retes or
- charges prior to billing Non-Operators for such Affitisto’s goods and services. Notwithstanding the foregoing, direct charges for
» Affiliate-owned comnurnication facilition or syxtoms shatl be made pursuant to Section IL12 (Commaications).

i ;‘: If the Parties fail to designato an amount in Sections IL7.A or LL7.B, in each i the amount di d adopted by the Partics 8 a
v result of such omission shall be the amount established ay the Opertor’s expenditure limitation in tho Agreement, If the Agreement

does not contain en Operator’s expenditure Hmitztion, the amount & d adopted by the Pertics as 8 rerult of such omission shall be

3
" zexo dollars (S 0.00).
:: 5. PAMAGES AND LOSSES TO JOINT PROPERTY
:: Al costs or expenses peceasary for Uhe repair or repiacement of Joint Property resulting fram dnmages or losses incurred, eacepd 1o the
» extent such damages or logses result from a Pasty’s or Partics’ gross negligence or willful misconduct, in which cass such Party or Partics
© shall be solely lisble.
“ The Opertor shal) firmish the Noo-Operator writicn notice of damages or kaases incurred as soon as practicable after 8 report has been
42 .
o received by the Operetor,
W9 LEGALEXPENSE
: Recording foes end costs of handling, sealing, or otherwise discharging Litigation, chtims, and liens incurred in or resulting from
. mmmmammmwmmmmmuum, jtted under the Agr Costs
© aof the Operztor’s or Affiliate’s legal staff or cutside ya, i ng foes and exp are not ch bie unlexs approved by the
© mwmmSnmloA(MM)wmedhmbAm
;' Notwithstanding the faregoing b, costs for procuring sb fomn patd e e titke examinations (including
. mﬁmhm,nqﬂuml.dm—inmhywﬁm&ﬁﬁﬁmadc&bqi:ﬁm}mdunﬁwwkthﬂbechrwﬂemﬂaum
” permitied as a direct charge in the Agreement.
58
; 10 TAXES AND PERMITS
;: All taxes and permitting fees of cvery kind and nature, assemsed or kevied upon or in connection with the Joint Property, or the production
© therefrom, and which have been paid by the Oponstor for the banefit of the Parties, including penalties and interest, except 1o the extem the
6 peaaltics and interest result from the Operetor’s gross negligence or willful misconduct.
[ 43
@ If ed valorem taxes paid by the Opermtor are based in wholo or in pert upon scparme vahustions of each Party’s working interest, then
« notwithstanding any contrary provisions, the charges to the Parties will bo made in sccordanco with the tax vahue genemted by cach Party’s
. Xing i
&6
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12,

&8

14,

15

Ax

Costs of tax itards or advi the Op ’s employees, or Op r’s AHilinto employees in matters regarding ad valorem or other
tax matters, ave nol permitted 24 direct charges unless approved by the Parties pursuant to Section 1.6.A (General Marters).

Charges to the Joint Accourt resulting from sales/uss tax audits, inchuding extrapolated amounts and penaltics and imerest, are permitied,
provided the Non-Operator shall be allowed to review the invoices and other underlying source which served es the basis for
tan charges and 1o determine that the correct amount of taxes were chargoed to the Joint Account. If the Non-Operator is not parmitted (o
roview such documentation, the sales/use tax amount shall not bo directly charged unless the Operator can conclusively document the
sxmoust owed by the Joint Account.

INSURANCE

Net premiums paid for insurence required to be camied for Joit Openations for the p iott of the Parties 1If Joint Operntions are
ducted at locations whare the Opemntor acts as sedf-insuirer in regard to its warker’s compensation and employer's liability insurance
ammwmmmmmmmﬁrnmtmmmwmmuwwm
2 g the Joint Property. [n the case of offxhore operations in federl waters, the manual retes of the adjacent state shall be
u‘dhmmm%igm"hmmbodﬁmdfmoﬁmembymus Longshoremman and
Harbor Workers (USL&H) ar Jones Act surcharge, s approprizte.

COMMUNICATIONS

Casts of acquiring, leasing, installing, opereting, repairing, and maintaining communication facilities or systems, including sxeilite, mdio
end mi facilitics, b the Joint Property and the Opemtor's office(s) directly responsible for field operations in eccordance
with the provisions of COPAS MFI44 ("Field Compinier and Commmication Systems™). If the communications facilitics or systems
serving the Joint Property are Operator-owned, charges (o the Sotm Ascount shall bo mads aa provided in Section IL6 (Equipmens and
Fadilides Furnithed by Operoior). if the communication facilities or sysienm sexving the Joini Property are ownad by the Operator's
mmemmmmmmwuusaww”mmmwofmmumn-eonw
shall adequaidy d end support commercial rates sand shall periodically review and updats the mte and the supporting
documentstion.

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costy incurred for Techmical Services and drafting to comply with ecological, envitonmental end safety Laws or standards recommended by
Occupational Safety and Health Administrtion (OSHA) or other regulstory authorities. All other labor and functions incurred for
ecological, environmental and safety matters, inchuding management, administration, and permitting, shall bo coversd by Sections IL2
(Labor), 115 (Services), or Section I( (Ovarhead), as applicable,

Costs to provide or have available pollution comteinmen and removal equipment phus acal costs of control and cleamup and resulting
mpnmih:lmau!‘aluﬂmtaqnthnmnudmhmuﬁmpammmnnumrdbymmhnumhupﬂm
containment end | d d eppropriate by the Op for prodent operations, ave directly chargeable.

ABANDONMENT AND RECLAMATION

Costs incurred for sbandonment and reclamation of the Joint Property, inch

coaty requires! by Jease sgr or by Laws.

OTHER EXPENDITURES

Any otber axpenditure not covered or deall with in the foregoing provisions of this Section I (Direct Charges), or in Section Il
(Overkead) and which ix of direct benefit to the Joint Property and is & d by tho Op in the y and proper canduct of the
Joint Operations, Charges made under this Section 11§ shall require approval of the Parties, pursuant o Section 1.6.A (General Matters).

01 OVERHEAD

compensation for costs not specifically identified as chargeable to the foint A

to Section Ll (Direct Charges), the Operator

shall charge the foint Account in accordance with this Sectioa IIL

i
R

inctuded in the overhead ndes regardless of whethor performed by the Operator, Opertor’s Affiliates or third parties and regardiess

'ofmmnmmunmumummwof

» warchousing, other than for warchouscs that are jointly owned under this Agreement

¢ deign and dmifting (except when allowed as a direct charge under Sections IL13, III. 1.Afii), nd [11.2, Opticn B)
+ ifrventory coats not chargeable under Section V (/rwentories of Cantrofiable Material)

* procurement

* administration

» accounting and auditing

¢ gas dispaiching and gas chert integration

COPYRIGHT © 2003 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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« hurnan resources

« management

* supervision not directly charged under Section L2 (Labor)

« legal services oot directly chargeable under Sectian IL9 (Legn! Expense)

« taxation, other than those costs identified as divoctly chargeable under Section [L10 (Taxes and Permils)

+ preparation and mouitoring of permits and certifications; preparing regulatory reports; appearsnces beforo or mectings with
govemmental agencies or other authorities having jurisdiction over the Juint Property, other than On-site inspections; reviewing,
interpreting, or submitting comments on or lobbying with respect to Laws or proposed Laws,

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Exponses of personnel performing
overhead functions, as well as offico and other related expenses of overhead functions.

1. OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As

—

for costs i d but pot clargeable undar Section T {Drect Charges) and not covered by other provisions of this

Sectiom ITL, the Operator shall charge on ejther:

7]
m]

{Alternative 1) Fixed Rate Basis, Section IIL1.B.
{Ahernative 2) Percentage Basis, Section I1L1.C.

A.  TECHNICAL SERVICES

o

(i

Euqnod-vmpuﬁuhmm;(w&wmmuwmms«mnu(w-mp
Construction and Catastrophe), ot by approval of the Partien pursuant to Section L6.A (General Matters), the aaleries, wages,
related payroll burdens end benefits, and Persomal Exp for Onesite Technical Services, including third party Techmical
Services:

1 (Alternative 1 - Direct) shall be charged direst  the Joint Account.

O (Alternstive 2 — Overhead) shall be covered by the gverhead rtes.

Excepl & otherwise provided in Section [L13 (Ecologicol, Exvirommental, and Safety) end Section 1112 (Overkead — Major
Can ion and C phe), or by spproval of the Parties pursamt to Section L6.A (General Matiers), the salarics, wages,
related payroll burdens and benefits, and Persomal Expenses for Off-slie Technical Services, including third party Technical
Services:

H  (Alternative 1 ~ All Overhead) shall be covered by the gyerheag rates.

O  (Alternative 2 - Al Direct) shall be charged direet to the Joint Accoum.

O (Alternative 3 - WM)MhWMbMMMMNMQMMTMW
are directly attributable to drilling, redrilling, & fng, or sidetracki hrough X y
WqucWhhMmtﬁmmhanmmmm

band of producing wells, and the consiruction or expansion of fixed ameta not covered by Section
mz(c rhead - Major Cor ion and Catastrophe) shall be covered by the overhead ratex.

Nolwithstanding anything to the contrary in this Section 111, Technical sngu provided by Operator’s Affiliates are subject to limitations
st forth in Section J1.7 (4ffi{lates). Charges for Technis ] ical work shall oot be governad by this Section

1! Awmwwommmofmmmmmmmmmammm

B. OVERHEADFIXED RATE BASIS

(1) Tho Operator shall charge the Joim Account at the following mtes por well per month:

Drilling Well Ratepermonth$ 6800  (promated for less than a full month)

Producing Well Rate per month $_550

(2) Application of Overhend—Drilling Well Rate shall be e follows:

@)

Charges for onshore drilling welly simll begin on the spud date and terminate on the date the drifling and/or completion
equipment used on the well ia relessed, whichever occum bater. Charges for offabore and intand waters drilling wells shall
begin an the date the drilling or completion equipment errives on Jocation and terminate on the date the drilling or completion
equipment moves off Jocation, of is relensed, whichever occurs first No charge shall be made during suspension of drilling
and/or completion operations for fifteen (15) or more consecutive calendar days.

COPYRIGHT © 2005 by Council of Petroleum A Societics, Inc. (COPAS)
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(b) Charges for any well undergoing exy type of workover, letion, and/or aband for a period of five (5) or more
consecutive work—days shall be made ut tho Driling Well Rete. Such charges shall be appliod for the period from date
operations, with tig or other unita used in operations, commence through dste of rig or other unit reloase, axcept that no charges
shall be made during suspension of operations for fifteen (15) ar mare consecutive calendar days,
(3) Application of Ovechead—Producing Well Rate shall be as follows:

SN EBERRERNRERBERS G ITE S 280w uouwawne-

g2y

(2) An active well that is produced, injoctad into for recovery or disposal, o used to abtain water sipply to support opertions for
amy portion of the menth shall be considered as & one-well charge for the eatire month.

(b) Esach active letion in & omilti-completed weil shall be comsidered es @ one-well charge provided each completion is

P

considered a separate well by the governing regulstory authority.

(c) A ono-well charge shall be made for the month in which pligging and abandonment operations are completed on any well,
ucless the Drilling Well Rate applica, &3 provided in Sectioas IIL L B.(2)Xa) or (b). This one-well cherge shall be nmade whether
of not the well has produced.

(d) Aaactivo gas well shut in becsuse of overproduction or fsilure of & purch e or P to take production shall
be considered a3 a one-well charge provided the gas wedl is directly connected to & permanent salos outhet.

(¢} Any well not moeting the eriteris wct forth in Sectios IL1B.(3) (a), (b), (c), or (d) shall not qualify for » producing overhead
charge.

(4) The well rmies shall be adjusted on the first day of April each yrar following the effective date of the Agreement; provided,
bowever, if this Accounting Procodure i3 sttached to oc otharwise g ing the peyout ing under a fi agreemnent, the
nates shall be adjusted on the first day of April each year following the effective date of such f agreement. The adj
shall be computed by spplying the odj factor most ty publishod by COPAS. The adfusted rates shall be the initial or
amended raics agreed to by the Parties incressed ar decreased by the adjustment factor described berein, for each year from the
effective date of such reies, in accordsnce with COPAS MF1-47 (" Adjustment of Overbead Rates™).

C. OVERHEAD—PERCENTAGE BASIS

2. OVERHEAD—MAJOR CONSTRUCTION AND CATASTROPHE

To comp the Op for overbead costs i d in ion with a Major Ci ion peoject or C. phe, the Op
shall cither negotinie & rais prioe to the beginning of the project, or siml chargs the Joint Accocnt for overhesd based on the following
mtes for sy Major Construction project in excess of the Opertor’s expenditure limit under the Agreement, of for any C: ph
regandless of the amount I the Agreement to which this Accounting Procedure is attached does not contaim an expenditure Limit, Major
Construction Overhead shall be aaxsedt for any aingle Major Constroction projoct costing in excess of $100,000 gross.

COPYRIGHT © 2008 by Council of Petroleum A Socictics, Inc. (COPAS)
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Major Construction shall mean the construction and installation of fixed assa, the expansion of fixed assets, and eny other project cleary
dixcernible 23 & fixed st roquired for the developmen and operation of the Joint Property, ot in the dismantlemom, abandonment,
rernoval, and restoration of platforms, production equipment, end other operating facilities.

Cotastrophs is defined as a sudden calamitous cvent bringing damage, loss, or ion ¢o property or the envi such as an oil
spill, blowout, explosion, fire, storm, burricane, or other disaster. The overbead rate shall be applied to those costs necessary to restoro the
Joint Propetty to the equivalent condition thed existed prior to the event,

A Ifthe Operstor shsorbs the enginecring, design and dmfting costs related to the project:
) $ % of total costs if such costs are Jeas than $100,000; phus
() __ 3 %oftotal costs in exceas of $100,000 but keas than $1,000,000; plus
IEN 3 % of total costa in excexs of $1,000,000,

B. IftheOp h inecring, design and drefling costs related o the project direcily to the Joint Account:

(1) __8 % oftotal costs if such costs are less then $100,000; plus
@) 3 % of total costs in excess of $100,000 but leas than §1,000,000; plus

[£)) 3 % of total costs in excexs of $1,000,000.

Total cost shall men the gross cost of sny one project. For the purpose of this paragroph, the comp parts of & singlo Major
Construction project shall not be trested seperately, and the cost of drilling and work wells and purchasing end installing pumping
unita and downhole ertificial Lift equip thall be exchxled. For Ci phes, the mtes shell be apptied to afl costs associsted with each
singlo occurrence ar cver.

On each project, the Operttor shall advise the Non-Operator(s) in advance which of the above options shal! apply.

Forthe p of calculating C: phe Overhead, the cost of drilling relicf wells, substitute wells, or conducting other well oparations
directly resulting from the catastrophic cvent shall be included. Expenditures to which these rales apply shall not be reduced by salvage or
insurance recoverics. Expenditures that qualify for Mejor C: Jon or Ci phe Overhead shall not qualify for overbead under any
othex overhead provisions.

In the event of any conflict between the provisions of this Section 1.2 lnd:hoprwinhsofSu:ﬁ'mnlu(hbor).n.S(&mﬂ.mlm
{Affiliates), the provisions of this Section IIL2 shall govern.

3. AMENDMENT OF OVERHEAD RATES

The overhead mtes provided for in this Section [Tl may be amended from timo to time if, in practice, the rates zre found to be insufficient
or ive, in accordance with the provisions of Section 16.B (Asendments).

IV. MATERIAL PURCHASES, TRANSFERS, AND DISPOSITTIONS

The Operator is responaible for Joint A t Material and shall meke proper and timely charges and credits for direct purchases, transfas, and
dispositions. The Operator shall provide all Material for use in the canduct of Joint Operations; h , Material may be supplied by the Nom-
Op , a1 the Op "s option, Maderial furmished by eny Perty shall be furnished without eny express or implied waranties as to quality,
fitness for usa, or any other mattar.

1.  DIRECT PURCHASES

Direct purchases shall be charged to the oint A at tho price paid by the Op aler deduction of all di ived The
Operator hall mako good fuith cfforts ¢o take discounts affered by suppliers, but shall not be lable for failure to take discounts except to
the extent such failure was the result of the Op '3 gross negligence or willfil misconduct A direct purchaso shall be deemed to occur
when an egr is made b an Op and & third party for the acquisition of Material for a specific well aito or Jocation.
Material provided by the Op under “vendor stocking progremy,” where the initinl usc és for a Joim Property and title of the Material
does not pass from the mamfactnrer, distributor, or agent until usage, is considered a direct purchase. If Material is found to be defective
or is returned to the manufacturer, distributor, or egent for any other reason, credit ehall be passed to the Joint Account within sixty (60)
days after the Opertor has received adjustment from the manufacturer, distributor, or agent.

COPYRIGHT © 2005 by Council of Petroleum A Sociaties, Inc. (COPAS)
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A tranafer is detenmnined to occur when the Operator {i) fumishes Material from a storege Eacility ar from another opersted property, (i) bas
assumed lisbility for the storage costs and changes in value, and (iii) has provioualy secured and heid title to the transferred Material
Similarly, the renoval of Meterial from the Jomt Propesty to @ storege facility or to annther operated property is also considered a transfer;
provided, however, Material tha is moved from the Joint Property to a storage location for safo-keeping pending disposition msy remain
charged to the Joint Account and is not iderod a fer. Material shall be disposed of in T with Section [V.3 (Disposition of
Surpius) and the Agreement to which this Accounting Procedur is atteched.

A PRICING

The vahue of Material tranxforred to/from the Joint Proparty should generally reflect tho market value oa the date of physical tranafer.
Regardicss of the pricing method wsed, the Operator shall make available to the Non-Operators sufficient documentation to verify the
Material vehuation When higher than specification grade or sizo tubulars are used in the conduct of Joim Operath the Op

ahall charge the Joint Account at the oquivalent price for well design specification tubulars, wnless such higher specification grade or
mmmmehmmwhﬂmlGA(Gmm)mdmwmnhpned
using ons of the foliowing pricing methods; provided, b , the Op shall uso consistent pricing methods, and not alternate
between meéthods for the purpose of choosing Lhe method most favorable to the Opemtor for b specific tmnsfer:

(1) Using published prices in cffect on date of movement as edjusted by the appropriete COPAS Histosical Price Muktiplier (HPM)
or prices provided by the COPAS Computerized Bquipment Pricing System (CEPS).

(a) For oil country tubulars and line pipe, the published price shall be based upon eastern mill carload base prices (Houston,
Texas, for special end) edjusted as of date of movement, plus transportation cost as defined in Section [V.2,B (Freighs).

(L] Fumhmlﬂwwﬂuumlhﬂhthnbllﬁdhlmaemeﬁ'ﬂdmofmmnhm‘lbylhwly
Store nearest the Juint Propaty whero tike Material is 1] , of point of fi phas
costs as defined in Section TV.2.B (Freighs).

(2} Based ou a price quotation from & vendor that reflocts a current realistic scquisition cost.

{3) Basedonthe peid by the Op for like Material in the vicinity of the Joint Property within the previous twelve (12)
months from the date of physical transfer.
{(4)  As egreed to by the Participating Pevties for Material being transferred to the Joint Property, and by the Parties owning the

Material for Material being teansferred from the Joint Proparty.
B. FREIGHT

Trensportation costs shall be added to the Material tmrsfer price using the method prescribed by the COPAS Computerized
Equipment Pricing System (CEPS). f not using CEPS, transportation costs shall be calculsted as follows:

(1) Traosportation costs for oil country tubulzrs and line pipe shall be caleulsted wsing the distoe from eastem mill to the
Railwhy Receiving Point based on the carboad weight besis as recommended by the COPAS MFI-38 (“Material Pricing
Mamal™) and other COPAS MF1s in effect . the time of the transfer,

(2) Transpottation costs for special mill items shall bo calculeied from that mill's shipping point to the Railway Receiving Point.
rmmhnemmmmmmtumm.mmmmkmmnum.hwm
ﬁmﬁhﬂm“hmwmhmw&mwmwﬂmﬁumxfaru“ntlrl\ailny

Recelving Point.

(3) Trnsportation costs for special end tubular goods shall be calculated using the i truck rate from Houston, Texas, to the
Railway Receiving Point.

(4) Transp jon costs for Materi other (han thm descrihed in Sections [V.2.B.(1) through (3), shall be calculsted from the

Supply Stare of poini of mannfacture, whichever is epproprinte, to the Reilway Receiving Point

Regandless of whether using CEPS or Iy calculating tra ion costs, transportation costs from the Reilway Receiving Point
kamMmhmwmmmmuwwmmAWMmmummAll
uwmmmﬁmmWFMumwhSaﬁmﬂl(Wrm)ofmmm

C. TAXES
SdesmmelnaMhendddhﬂnMnuinlmmfapﬁuuingdﬂnlhemhdomimdlndnmPksCnmpma'iud

Equipment Pricing System (CEPS) ar the applicable tax rate in ffect for the Joint Property at the tims and place of transfer. In either
cue,thaloimAmmlMhﬂmgdmerﬁuuhmtumuhwmwhmm.dw{m
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D. CONDITION

O]

Q@

O}

“

)

Condition “A” —~ New and vmsed Material in sound and servicasble condition shall be charged at one hundred percent (100%)
of the price as determined in Sections [V.2.A (Pricing), [V.2.B (Freight), and IV2.C (Taxey). Matcrial transferred from the
Joint Property that was not placed in sarvice shall be credited as charged without gain or loss; provided, however, any unused
Metezial that was charged to the Joint Account through a direct purchase will be credited lo the Joimt Account et the original
cost paid less restocking foes cbarged by the vendar. New and unused Material transferred from the Joint Property may be
credited at a prico other than the prico originally charged w the Joim Account provided such price is approved by the Parties
owning such Maurial, pursuant to Section L6.A (General Matters). All refurbishing costs required or necessary to retumn the
Matrrisl 1o eriginal condition of to correct handling, transportation, or other damages will be borne by the divesting property.
The Joim Account is responsible for Material preparetion, handling, and transportation costs for pew and umused Material
charged to thoe Joim Property cither through a direct purchese or transfer. Any preparation costs i d, including eny i 1
or external coating and wrepping, will bo credited on now Mmerial provided these services were not repeated for such Material

Condition “B” ~ Used Material in sound and servicesbls condition and wsitable for reuse without seconditioning shall be priced
by mutiplying the prico determined in Sections [V.2.A (Pricig), IV.2.B (Freight), end IV.2.C (Taxes) by scventy-fivo percent
(75%).

Except es provided in Section IV.2.1X3), all reconditioning costs required to returm the Material to Condition “B” of to correct
handling, transportatior or other damages will be bome by the divesting property.

Hf the Msicrial was originally charged to the Joint Acooum es used Material and placed in service for the Joint Property, the
Mstcriat will bo credited at the prico determined in Sections IV.2.A (Pricing), IV_1B (Freighs), snd IV.2.C (Tazes) mniltipied
by sixty-five percent (65%).

Unless otherwise agread to by the Parlies thn paid for such Material, used Meterial transferred from the Joint Property that was
oot placed in sevvice on the property ahall be credited as charged without gain or loss,

Condition “C” — Material that is not in sound end serviceble candition and not suitable for its original faoction until after
reconditioning shall bo priced by multiplying the price determined in Sections IV.2.A (Pricing), IV.2.B (Freight), and IV.2.C
(Taxes) by fifty percent (S0%).

The cost of reconditioning may bo charged to the recelving property to the extent Condition “C™ value, phus cost of
reconditioning, does nat exceed Condition “B” value.

Ctniitim"D‘—Mduilldnl(i)hwhnwaﬁﬂblefmiuoﬁdmlmbumubkfmmodum(ﬁ)h
obsolete, or (iii) docs nat meet original specifications but still has vatue end can be used in other applications as a substitute for
mmmwmbmﬁmm'wm.mmmmdﬁnmudummmu
priced a3 Grade A and B seamlcas line pipe of comparnble size and weight Used casing, tubing, or drill pipe utilized as line
pipe shall be priced st used line pipe prices. Cazing, tubing, or drill pipe naed a5 kigher praswure servico tines than standard tine
mgg.mdlmmumwmmmhmmmmmummm
mummuwmmmmmmmmmmummmcw«m
wiﬁdnvthcddwmketuﬂudwmdhmaﬂwnwwbyth?uﬁummmI.G,A(Gvnml
Matters).

Condition “E~ — Junk shall be priced at provailing scrap vake prices.

E  OTHER PRICING PROVISIONS

o

@

Prepantion Costy

Subject to Section IT (Direct Charges) and Section I (Overkead) of this A ing Procedure, costs i d by the Operator
in making Material serviceable including inspecti , thind party surveillance services, and other similar servicea will bo charged
lo the Joim Account at prices which reflect the Opomtor’s actual costs of the services, Dx ion must be provided to the
Non-Operators upon request to suppart the cost of service. New coating and/or pping shall be idered » comp of
the Materials and priced in : with Sections IV.1 (Direct Purchases) ot IV.2.A (Pricing), a1 applicable. No charges or
credits shall bo made for used costing or wrpping. Charges and credits for inspections shall be made in accondance with
‘COPAS MFI-38 (“Material Pricing Marual™).

Londing and Unloading Costs

mqummmwmdmwmmmmmuwmmm
the methods specified in COPAS MF]-38 (“Material Pricing Manual™).
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3.

DISPOSITION OF SURPLUS

Surptus Matrrial is that Material, whether new or used, that is no longer roquired for Joint Operations. The Op may purchase, but
ghall be under no obligation to purchase, the interest of the Non-Operators in surphus Material.

Dispositions for the purpose of this procedure are idered 10 be the relinquishment of title of the Material from the Joint Property to
either & third pasty, & Non-Operator, o7 to tho Opamtor. To avoid the Iation of surplos Material, the Op shousd make good
faith fforts to dispose of soplus within twelve (12) months through buy/sale agreements, trads, sale to a third party, division in kind, or
other dispositions as agreed to by the Parties.

mpmlofmﬁumhmhnﬁemmﬂmmwdlbWMmchthl.lhmml’mdumu
hed, If the Agr o p govemning di { of wurplus Material, the following Lerms shall apply;

¢+ The Operator may, through a sale to an unrelsied third party or entity, dispose of surphis Material having a groas sale value that
is Jess than or equal to the Operstor's expeanditure limit as sct forth in tho Agreement to which this Accounting Procedure is
attached without the prior epproval of the Partics owning smuch Material,

¢ If the groas zale value exceods tho Agreement expenditure limit, tho dispasal must be agreed to by the Parties owning such
Material,

+  Opemator may purchase urplus Condition “A” or “B" Material without epproval of the Parties owning such Materisl, besed on
the pricing methods set forth in Section IV 2 (Trangfers).

*  Opamtor may purchase Condition “C” Material without prior approval of the Parties owning such Material if the valus of the
Materials, besed on the pricing methods set forth in Section I.2 (Transfers), ia lesa than or equal 10 the Operator's expenditure
limitation set forth in the Agr The Op sball provide d ntation supporting the classification of the Material as
Condition C.

*  Operator may dispose of Condition “D” or “E~ Msierial under procedures normally utilized by Operator without prior approval
of the Purtics owning such Material.

4. SPECIAL PRICING PROVISIONS

A.  PREMIUM PRICING

Wh Material is available only at imfiated prices due to oational gencien, strikes, g imposed foreign trade
restrictions, or other umsual causes over which tho Opemtor by no cantrol, for direct purchase the Oparator may charge the Joint
A far the rexquired Material at the Op r's actual cost incurred in providing such Material, meking it suitable for use, and

moving il to the Joint Property. Material transferred or disposed of dusing promium pricing situstions shali be valued in accordance
with Section V.2 (Transfer) or Section IV.3 (Dispasition of Surplus), as spplicable.

B. SHOP-MADE ITEMS

fiems fahricated by the Op ’s exoployees, or by lab under the direction of the Op shall be priced using the
vahue of the Material used to construct the jtem phus the cost of Iabor to fahricate the idom I the Material is from the Operator’s
scrap or junk account, the Material shall be priced at ither twenty-five percent (25%) of the current price es determined in Section
IV2.A (Pricing) or scrap value, whichever is higher. n no cvent ahall the amoumt charged exceed the value of tho item
commensurate with its use,

C. MILLREJECTS
Mill rejects purchased as “limited service™ casing or tubing hall be priced at cighty percent (80%) of K-35/J-58 price as determined in

Section IV 2 (Transfers). Line pipe converted to casing or tubing with caxing or tubing couplings attached ahall he priced as K-55/J-
35 casing or tubing &1 the noarest gizo and weight

V. INVENTORIES OF CONTROLLABLE MATERIAL

‘The Operator shall maintain records of Cantroflable Material charged to the Joint Account, with sufficicnt detail o perform physical inventaries.

Adjustments to the Joird Account by the Operator resuhing from e physical i y of Controllable Material shall bo mado within twelve (12)
months following the taking of the inventory or reosipt of Non-Operator inventory report. Charges and credits for overages or shortages will be
valued for the Joint Account in accordance with Section IV.2 (Transfers) end shall be besed on the Condition “B” prices in effect on the date of
physical inventory unless the inventorying Parties can provide eufficient evidence another Material condition applics.

COPYRIGHT © 2005 by Council of Petroleum Accountants Societics, Inc. (COPAS)
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DIRECTED INVENTORIES
Physical i ies shall be performed by the Op upon written roquest of a majority in working interests of the Non-Operators
(bereinafier, “dirocted & y"): provided, b , the Opx shall not be required to perform directed i ics more frequently
than once every five (5) years. Directed inventories shall be d within one humdred cigity (180) days after tho Operetor receives

VN s W N -

-
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written notice thet a majority in interest of the Non-Operators has roquested the inventory. All Parties ahall bo governed by the results of

any directed inventory.

Expenses of directed i ics will be bome by the Joint A provided, , costs associated with any post-report follow-up

woek in settling the inventory will bo absorbed by the Party incurring such costs, The Operator is cxpectod to exercise jodgment in keoping

expenses within reasomable limita. Any antici disproportionate or extraondinery costs shoukt be discussed and agreed upon prior to
of the i y. Expenses of directed i ie3 maty include the following:

A A per dien rate for each inventory peosam, representative of actual salaries, wages, end payroll burdens end benefits of the personnel
performing the inventory or & rato agreed to by the Parties pursuant to Section 1.6.A (General Matters). The per dicm rate shall also
be applied to a reasonable number of daya for pre-inventory work and report prepamtion.

B. Acmal transportation costs end Personal Expenses for the inveatory team.

C. Rensonable charges for report prepanation and distribation to the Non-Operatars.

2. NON-DIRECTED INVENTORIES

A.  OPERATOR INVENTORIES

Physical inventorics that are pot requested by the Non-Operators meuy be performexd by the Op ut the Op " discretion. The
P of conducting such Op initiated nventorics shall not be charged to the Joint Acoount.

B. NON-OPERATOR INVENTORIES

Subject to the tamms of the Agyeement o which thiy A ing Procedure is hed, the Non-Op may conduct a phyzical
inventory at reasonable times at their sole cost end rizk after giving tho Operator at keast ninety (90) days peior written notice. The
Non-Operator inventory report shall be fumished to the Operator in writing within ninety (90) days of completing the inventory
fieldwork.

C. SPECIAL INVENTORIES

The expense of conducting i ics other than those described in Sections V.1 (Direcred Invemtortes), V2.A (Operator
Inventories), oc V2B (Nom-Operator I ies), shall be charged to the Party roquesting such inventory; provided, however,
imvontorics raquired due t a chrge of Op shall bo charged to the Joim Account in the same manner as described in Section
V.1 (Directed Inventories),

OQOPFYRIGHT © 2003 by Council of Petroleam A Societies, knc. (COPAS)
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EXHIBIT”D”

Attached to and made a part of that certain Operating Agreement Dated August 1, 2015 between
Nemo Fund I, LLC, Operator
And
Devon Energy Production Company, L.P., ET AL, Non-Operator

INSURANCE PROVISIONS

The Operator shall carry the following minimum amount of insurance with respect to Operator's operations upon the
Contract Area subject to the Operatling Agreement to which this Exhibit "D" is attached as follows:

(a) Statutory Worker's Compensation Insurance as may be required in the state or states where work under this
agreement, or activities relative thereto, will be performed, plus Worker's Compensation Insurance as may
be required by Federal law, if applicable, plus Employer's Liability Insurance.

{b) Public liability and property damage insurance with limits of $5,000,000 for each occurrence.

{c) Automobile Public Liability and Property Damage Insurance with a single combined limit of $5,000,000
each occurrence for bodily injury and property damage.

All insurance coverage required hereby shall be camied at the joint expense and for the benefit of the Working
Interest Owners. Premiums for automobile public Jiability and property damage insurance on Operator's fully owned
equipment shall not be charged directly to the joint account, but will be covered by the [lat rate charged assessed for
the use of sucb equipment. Operator will not carry fire, windstorm or explosion insurance covering the operations or
equipment,

Contractors and subcontractors will be required to carry insurance of the same types as hereinabove specified and in
such amount as deemed necessary by Working Interest Owners.

If the Parties hereto or any of them shall insure their respective risks beyond the specific types of insurance required
hereunder to be carried by the Operator, the benefits of sucb insurance shall inure to the parties procuring and
maintaining the same, respectively, and the cost of such insurance shall be borne by such parties, respectively,
without reimbursement one from the other and without entering into any accounting hereunder,
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EXHIBIT “F”
Attached to and made a part of that certain Operating Agreement dated August 1, 2015
Between
Nemo Fund I, LLC, Operator
And
Devon Energy Production Company, L.P., ET AL, Non-Operator

EEQ Compliance Certificate
Equal Opportunity Clause (Applicable to all Contracts for $10,000 or more)

The Operator shall be bound by and agrees to the following provisions as contained in Section 202 of Executive Order
11246:

1. The operator will not discriminate against an employee or application for employment because of race, color,
religion, sex, or national origin. The Operalot will take affirmative action to ensure that applicants are employed,
and that employees arc treated during employment, without regard to their race, color religion, sex or national
origin. Such action shail include, but no limited to the following: employment, upgrading, demotion, or transfer;
recruitment advertising; layoff or termination; rates of pay or other forms of compensation; and selection for
training, including apprenticeship. The Operator agrees to post in conspicuous places, available to employees and
applicants for employment, notices to be provided by contracting agency officer setting forth the provisions of this
non-discrimination clause.

2. The Operator will, in all solicitations or advertisements for employment placed by or on behalf of the Operator, stale
that all qualified applicants will receive consideration for employment without regard 1o race, color, religion, scx, or
national origin.

3. The Operator 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 contracling agency officer, advising the
iabor union or workers' representative of the Operator's commitments under Section 202 of Executive Order 11246
of Seplember 24, 1965, and shall post copies of the notice in conspicuous places available to employees and
applicants for employment.

4. The Operator will comply with all provisions of Executive Order 11246 of September 24, 1965, and the rules,
regulations, 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, rcgulations, and orders of the Secretary of Labor, or pursuant thereto, and will permit access to its
books, records, and accounts by the contracting agency and the Secretary of Labor for purpose of investigation to
ascertain compliance with sucb 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
rules, regulations, or orders, this Contract may be concealed, terminated or suspended in whole or in part and the
Operator may be declared ineligible for further Government contracts in accordance with procedures authorized in
Executive Order 11246 of September 24, 1965, and such other sanctions may be imposed and remedies invoked as
provided in Executive Order 11246 of September 24, 1965, or by rule, regulation, or order of the Sccretary of Labor,
or as otherwise provided by law.

7. The Operator will include the provisions of paragraph (I) through (7) in every subcontract or purchase order unless
cxempted by rules, regulations or orders of the Secretary of Labor issued pursuani to Section 204 of Executive Order
11246 of September 24, 1965, so that such provisions will be binding upon cach subcontractor or vendor. The
Operalor will take action with respect to any subcontract or purchase order as the contmcting agency may direct as a
means of enforcing such provisions including sanctions for noncompliance; provided, however, that in the event the
Operator becomes involved in, or is threatened with, litigation with & subcontractor or vendor as a result of such
direction by the contracting agency, the Operator may request the United States to enter into such litigation to
protect the interests of the United States. '

Certification of Nonsegregated Facilities

The Operator centifies it does not maintain or provide for its employees any segregated facilities at any of its
establishments, and that it does not permit its employees to perform their services at any location, under its control,
where segregated facilities are maintained. The Operator certifies further that it will not maintain or provide for its
employees any segregaled facilities at any of its establishments, and that it will not permit its employees to perform their
services at any location, under its control, where segregated facilities are maintained. The bidder, offeror, applicant, or
subcontractor agrees that a breach of this cerlification is a violation of the Equal Opportunity Clause in this contract. As
used in this certification, the term "segregated facilities" means, but is not limited to any waiting rooms, work areas,
restrooms, and wash rooms, restaurants and other eating arcas, 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 direction or are in fact segregated on the basis of race, creed, color, or
national origin, because of habit, local custom, or otherwisc. The Operator further agrees that (except where it has
obtained identical certifications from proposed subcontractors for specific time periods) it will obtain identical
certifications from proposed subcontractors prior to the award of subcontracts exceeding $10,000 which are not exempt
from the provisions or the Cqual Opportunity Clause; that it will retain such certification in its files; and that it will
forward the following notice to such proposed subcontractors (except where the proposed subcontractors have submitted
identical certifications from proposed subcontractors prior to the award of subcontracts exceeding $10,000 which are not
excmpt from the provisions or the Cqual Opportunity Clause; that it will retain such centification in its files; and that it
will forward the following notice to such proposed subcontractors (except where the proposed subcontractors have
submitted identical certifications for specific time periods).




Noticed to prospective subcontractors of requirement for certification of nonsegregated facilities

I

ii8

v.

V1

A Certification of Nonsegregated facilities, as required by the May 9, 1967 order on Elimination of Segregated Facilities
by the Secretary of Labor (32 Fed. Reg. 7439, 19 May 1967), must be submitted prior to the award of a subcontract
exceeding $10,000 which is not exempt from the provisions of the Equal Opportunity Clause. The certification may be
submitted either for each subcontractor or for all subcontracts during a period (i.e., quasterly, semi-annually or annually).

Employer Information Report (EEQ-1, Standard Form 100)

If the Operator has 50 or more employees and is required under Part 60 of Title 41 of the Code of Federal Regulations to
file Employer Information Report, EEO-I (Standard Form 100), Operator hereby certifies that it has done so or if not
agrees that it will file such Report in accordance with the applicable mstructions and will continue to file such Report
unless or until Operator is not required by law or regulation to so file.

Affirmative Action Compliance Program

The Operator may be required under Part 60 of Title 41 of the Code of Federal Regulation to develop a wrilten
Affirmative Action Compliance Program, if Operator has SO or more employees and the contracts of sale amount to
$50,000 or more. If Operator is so required, it agrees to do so no later than 120 days afier the effectiveness of the first of
the contracts of sale and maintain such Program until such time as it is no longer required by law and regulations.

Utilization of Small Business Concerns, Small Business Concerns Owned and Controlled by Socially and
Economically Disadvantaged Individuals and Women-Owned Business Concerns (Applicable to all contracts in
excess of $10,000 except contracts for services which are personal in nature or performed entirely outside the United
States, (territory or Possessions))

The Operator agrees to meet the requirements of Section 211 of Public Law 95-507 and Executive Order 12138,
attempting to include the above business in subcontracting opportunities. Also, a specific negotiated plan that ulilizes or
documents attempts (o use the above-owned businesses will be written when this company has a federal contract of
$500,000 or more. This plan includes dollar percentage goals to be awarded to the above-owned businesses as
subcontractors, Provisions are specified in Section 211 of Public Law 95-507 and E.Q. 12138. (As of June I, 1980, these
rules supersede prior regulations regarding Minority Business Enterprise utilizalion.)

Employment of the Handicapped (Applicable o all contracts for $10,000 or more)

The affirmative action clause and regulations (as amended from time to time) promulgated by the Secretary of Labor, or
his or her designee, and to implement Section 503 of the Rehabikitation Act of 1973, P. L. 93-112, as amended, and
found in Part 60 of Title 41 of the Code of federal Regulations, are incorporated by reference and made a part bereof,
and Operator agrees to comply with such affirmative action clause and regulations to the extent applicable.

Disabled Veterans and Veterans of the Victnam Era (Applicable to contracts for $10,000 or more)

1. The affirmative action clause and regulations (as amended from time to time) promulgated by the Secretary of
Labor, or his or her designee, to implement Section 2012 of the Vietnam Era Readjustment Act of 1974, P.L. 93-
508, and found in Part 60 of Title 41 of the Code of Federal regulations, are incorporated by reference and made a
pert hereof, and Operator agrees to comply with such affimmative action clause and regulations to the extent
applicahle.

2. The Operator will not discriminale against any employee or applicant for employment because he or she is a
disabled veteran or veteran of the Vietnam Era in regard to any position for which the employee or applicant for
employment is qualified. The Operator agrees to (ake affirmalive action to employ, advance in employment and
otherwise treat qualified dissbled veterans and velerans of the Vietnam Era without discrimination based upon their
disability or veterans status in all employment practices such as the following: employment upgrading, demotion or
transfer, recruitment, advertising, layoff or lermination, rates of pay or other forms of compensation and selection
for training, including apprenticeship.

3. The Operator agrees that all suitable employment openings of the Operator which exist at the lime of the execution
of this contract and those which occur during the performance of this contract, including those not generated by this
contract and including those occurring at an establishment of the Operator other than the one wherein the contract is
being performed, but excluding those of independently operated corporate affiliates, shall be listed at an appropriale
local office of the State Employment Service System wherein the opening occurs. The Operator further agrees to
provide such reports to such local office regarding employment openings and hires as may be required.

Federal Contractor veterans’ Employment Report (VETS-100)

If Operator is required under part 61 of Title 41 of the Code of Federal Regulations to file Federal Contractor Veterans’

Employment Report, VETS-100, Operator hereby certifies that it has done so or if not agrees that it will file such Report

in accordance with the applicable instructions and will continue to filc such Report unless or until Operator is not

required by law or regulation to so file.

_Agreed to and Certified by:
Name of Company: Date: Authorized Signature:
Name of Authorized Signature: Title of Authorized Signature;

Address: Telephone Number:
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I NOTE. Instructions For Use of Gas Balancing

2 Agr MUST be reviewed before finalizing

3 this docunent.

4

5

6

7 EXUIBIT "E"

3 GAS BALANCING AGREEMENT ("AGREEMENT™)

9 ATTACHED TO AND MADE PART OF THAT CERTAIN

10 OPERATING AGREEMENT DATED ___ August 1, 201§

11 BY AND BETWEEN ___ Newg Fund [LLLC » — Operator

12 AND __Devon Energy Production Company, L.P.. ET AL, Nop-Qperator ("OPERATING AGREEMENT")
13 RELATING TQ THE AREA,
14 Lea COUNTY/PARISH, STATE OF ___ New Mexico

15

16 1. DEFINITIONS

17 The following definitions shall apply to this Agreement:

18 1.0l "Amm’s Length Agreement” shall mean any gas salos agreement with an  wnaflilisted purchaser or any gas sales
19 agroement  with  an  affiliased purchaser where the sales price and delivery conditions under such agreement are
20 representative  of  prices  and  delivery  conditions  existing under other similar agreements in  the area between
21 unaffiliated parties a1 the same (ime for natural gas of comparable quality and quantity.

n 1.02 "Balancing Arca" shall mean (select one):

23 B each well subject 0 the Opcrating Agroement that produces Gas or is allocated a share of Gas production. If a
24 single well is completed in two or more producing intervals, each producing interval from which the Gas
25 production is not ingled in the wellbore shall be considered a scparate well.

26 B‘wﬂ £ tha. 2 d.lgh LJ'.M‘ e r\r "a‘v

27 8

28

29

30

3 1.03 "Full Share of Current Production” shall mecan the Pacenmage Interest of each Party in the Gas actually produced
32 [rom the Balancing Arca during each month.

33 1.04 “Gas” shall mecan all hyd t produced or producible from the Balancing Area, whether from a well classified
k! as an oil well or gas well by the regulmory agency having jurisdicion in such matters, which arc or may be made
15 available for salc or scparate disposition by the Parties, excluding oil, condensate and ather liquids recovered by
36 ficld equipment operated for the joint account. "Gas” docs not include gas used in joim operations, such as for fuel,
37 recycling of reinjection, or which is vented or lost prior ta its sale or delivery from the Balancing Area.

38 1.05 "Makeup Gas" shall mean any Gas lzken by an Underproduced Party from the Balencing Area in cxcess of ils Full
39 Share of Curreni Production, whether pursuant to Section 3.3 or Section 4.1 hereof.

40 1.06 “Mc{" shall mean one thousand cubic feet A cubic fool of Gas shall mean the volume of gas conlained in ome cubic
41 foot of space al a standard pressure basc and at a standard temperature base.

42 10T "MMBw" shall mean onc million Bntish Themmal Units, A British Themal Unit shall mean the guantity of heat
43 required to misc one pound avoirdupois of pure waler from 585 degrees Fahrenheil to 59.5 degrees Fahrenheit at a
4 constant pressure of 14.73 pounds per square inch absofute.

45 108 “Operator™ shall mean the individual or entity dcsignated under the terms of the Operating Agreement or, in the
46 event this Agreememt i3 not employed in  comneclion with an  operaling agreement, the individual or  entity
47 designated as the operator of the well(s) located in the Balancing Area.

48 1.09 "Overproduced  Party” shali mecan any Party having taken a greater quantity of Gas from the Balancing Arca than
49 the Percentage interest of such Party in the cumulative quantity of all Gas produced from the Balancing Arca.

50 1.10 “Overproduction” shall mean the cumulstive quantity of Gas taken by a Party in cxcess of its Percentage Interest in
51 the cumulative quantity of all Gas produced from the Balancing Arca.

52 L1) "Party” shall mean those individuals or entities subject to (his Agreement, and their respective hairs,  Buccessors,
53 transferces and assigng,

54 1.12 "Percentage Interest” shall mean he pervenage or  decimal imterest of each Party in the Gas produced from the
55 Balancing Area p 10 the Opesating Agr ing the Balancing Area,

56 1.13 "Royaity” shall mean paymems on production of Gas from the Balancing Ares to all owncs of royaltics, overiding
57 royalties, production pay or similar i

58 114 "Underproduced  Party” shall mean any Party having taken a lesser quantity of Gas from the Balancing Area than
59 the Percentage Interest of such Party in the cumulative qumlny of all Gas produced from the Balancing Area,

60 L15 "Underproduction”  shall mean the defici the Lati quantity of Gas wken by a Party and its
61 Percentage Intcrest in the cumulative quantity of all Gas produced from the Balancing Area.

62 +16-E-Optional)-"Winter Reviod " shall-mean-the h(s}-of- inone
63 leadar-year-and-the monthis)of inthe ding ealendaryear:
64 L BALANCING AREA

65 2.1 If this Agm covers more than onc Balancing Area, it shall be applied &9 if each Balancing Area were covered
66 by sep but i | ag All bulancing h der shall be on the basis of Gas taken from the Balancing Area

67 measured in (Alternatlve 1} B Mcfs or (Alternative 2) B-MMBtus.

68 22 In the event that all or pat of the Gas dcliverable from a Balancing Area is or becomes subject to ome or more
69 maniimnn lawful prices, any Ges not subject  price controls shall be comsidered as produced from a single Balancing Area
70 and Gas subject to cach maximum lawful price category shal be idered produced from a sep Balancing Area.

71 3. RIGHT OF PARTIES TO TAKE GAS

72 3.1 Each Party dcsining to ukc Gu will notify the Opemtor, or causc the ot

73 nominated, the name of the g pipcline and the pipeli number (ﬁwlhﬁ[?hddeﬂszmw rcl.nlmg
74 to such delivay, sufficiently in ad for the Op , ecting with rcasonable diligence, to mcel all nomination and other
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[n accordance with each Parties’ interest In e well 3 ) .
requitements. Operator is authorized to deliver the volumes so nmm’nat / and conlim Pl? confinnation is required) to the

% em.m%npﬁ].la? i‘l'lr rle;.ce with the terms of this Ag » provided, h , the Well In capabte of delivering the nominated volume for
3.2 Each Party shall make a rcasonable, good faith effort to take its Full Share of Cument Production cach month, to the

extent that such p is required o intain leases in effect, to prolect the producing capacity of a well or reservoir, to
preserve lative rights, or to mainain oil producti

33 When a Party fails for any reason 1 take its Full Share of Curret Production (as such Share may be reduced by the
right of the othar Padies o make up for Underproduction as provided herein), the other Parties shall be entitled to take any
Gas which such Party fails to take. To the exieml practicable, such Gas shall be made available initially o each Undarproduced
Party in the proportion that its Perentasge buerest in the Balancing Area bears 0 the total Porcontage Interests of all
Underproduced  Parties  desiring 1o take such Gas, If all such Gas is not taken by the Undeproduced Parics, the portion nol

taken shall then be made available (o the othar Paries in the proportion that their pective P ge in the
Balancing Area bear to the total Percentage Interests of such Parties.
34 Al Gas taken by a Party in accordance with the provisions of this Ag gard of whether such Parly ix
derproduced  or produced, shall be regarded as Gas taken for its own account with title thereto being in such laking
Party.

3.5 Notwithstanding the provisions of Section 3.3 haeof, no Overproduced Party shall be entitled in any month to take any
Gas in excess of hundred t %) of its Percemage Interest of the Balancing Area’s thencurremt  Maximum
Monthly Availability ;}gg, m“m“&?m limitation shall not epply to the extemt that A would prectude production
that is required to maintain leases in effect, o protect the producing capacity of a wcll or reservoir, to prescrve comelative
rights, or o intain  oil  producti "Mazil Monthly  Availability" shall msan the i 8 hly rate of
production at which Gas can be delivered from the Balancing Area, as determined by the Operator, considering the maximum
cfficiert well rate for cach well within the Balancing Area, the maximum allowable(s) set by the appropriatc regulatory agency,
mode of operation, production facility capahilities and pipeline pressurcs.

36 In the event that a Patty fails to make amangements to lake ils Full Share of Curent Production roquired to be
produced to maintain leases in effect, to profert ll;k,)mducing capacity of a well or reservoir, to preserve cormelative nights, or

to oil production, the Op may sel ., uny"put of such Paty's Full Share of Curmemt Production that such Parly fails
to take for the account of such Party and render 0 such Party, on & curret basis, the full proceeds of the sale, less amy
bl rkcling, pression, i hering  or portation  costa i d directly in comection with the sale of

such Full Share of Cument Production. In making the sale contemplited herein, the Operator shall be obligated only o obtain
such price and conditions for the sale as arc rcasonable under the circumstances amt shall not be obhigated o share any of i
markets. Any such sale by Operator under the terms hereof shall be only for such rcasomable periods of time as are comsistent
with the minimum needs of the indusiry under the particular circumstances, but in no cvent for a penod in excess of one
year. Nolwithstanding the provisions of Aticle 3.4 hereof, Gas sold by Operator for a Parly under the provisions hereof shall
be deemed (0 be Gas taken for the account of such Party.

4, IN-KIND BALANCING bl dee of
4.1 Effective the first day of nnyJ lmﬁwﬁﬁ&?ﬁl} 7 mmt _thirty (30 )days prior
written notice to the Opemtor ,niny c&rauced Party may begin taking, in addition to its Full Share of Current

Production and any Makeup Gas faken pursuanl to Section 3.3 of this Agreement, a share of cumemt production determined

by multiplying ___thirty-five percent (____35 %) of the Full Shares of Cumrent Praduction of all Overproduced Partics by
a fraction, the mumerator of which is the Percentage Muerest of such Undaproduced Party and the denomipator of which

is the toal of the Porcentage | of all Underproduced Parties desiring to take Makeup Gas. In oo event will an

Overproduced Party be required Lo provide more than __ (hivty-five percent { 35 %) of its Full Share of Curremt

Production for Makeup Gas. The Operator will promptly notify all Ovcrproduced Patties of the election of an Underproduced
Party to begin taking Makeup Gas.

42— B-(Optionnt s t— Limd on—Makeup—Option—I)—Meotwithstands the—provisi £—Seotion—4t—th

b of —Mak Gos—taken—ba an—Und & d—-Farty duss 2hy Iint Peciod to—Seot 4.1

g0—monthly of p y P iy —¥ P to—Seotion—4-+

J}..:!! Aot axooed tha ) ¢ Mak —Gas tak: hy suoch- Und: ch d Bast durine tha

2 of p-——Gas y——evoh P y =
{ _} "M.&w R diated i ithe-Wintes. D—d;ul.
—43—B—(Optienal S h—Elvnitath on—Mak Option—2) --Notwithstanding—the — provisi of —Seet 43—n0

43 © (Optional) Notwithstanding any other provision of this Agreemenmt, al such timc and for so long as Operator, or
(insofar as comcems prodction by the Op ) any Uodaproduced Parly, d i in good faith that an Overproduced
Party has produced all of its share of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may
be required to ingke available for Makewp Gas, upon the demand of the Opemator or any Underproduced Parly, up to

ong¢ hundred percent (100 %) of such Overproduced Party’s Full Sharc of Current Production.
5. STATEMENT OF GAS BALANCES
5.1 The Operator will intain  appropni ing on a hly and lalive basis of the wvolu of Gas Uhat cach

Party js entitled to receive and the volumes of Gas ectvally taken ot sold for cach Parly's eccount u!-‘,’.’, forty-five—{45) days
afler the month of production, the Operator will fumish a statement for such momh showing (1) each Pary's Full Share of
Cument  Production, (2) the total volume of Gas actually taken or sold for cach Partys account, (3} the difference between
the volume uwken by each Paty and that Panys Full Share of Cument Prodiction, (4) the Overproduction or
Underproduction  of each Patty, and (5) other dala as recommended by the provisions of the Council of Pctroleum
A Socictics Bulletin  No.24, as ded or suppl d hereafier. Each Party taking Gas will promptly provide to
the Operator any data required by the Opesator for preparation of the equired h der.

52 M any Patty fails to provide the dala required herein for four (4) consecutive production months, the Operator, or
where the Operator has Miled to provide dala, avother Party, may audit the production and Gas sales and transportation
1 of the cporting Party to provide the required data. Such audit shall be conducted only afler reasonsble notice amd
duting normal business hours in the office of the Party whose records are being audited. All costs associnted with such audit
will be charged to the account of the Party (aifing to provide the requircd data.
6. PAYMENTS ON PRODUCTION

6.1 Each Porty taking Gas shall pay or cause to be paid all production and scverance taxes due on all volumes of Gas
actually uken by such Pany.

62—B—(Alternative——Entitlements)—Eoch—Rarty—schall—pay-- or—cause—te—be —paid—sllRoyalty—due—with—respeot—to —Reyalty
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ewneR—io—whom—i-—is—acoouniable—as—if —sueh—Party —wers—talking—its—Full—Shy f—Current —Rroduction,—and—only—its—Full—Share—of

Guerent Rroduation.

——624+-B—(Optiensl For—use—only—with—Seetien—é- Alternstive—i Entitlement) —Upon—wrilien—request— of—a—Party
4 H 0. e Casvast—Prod: i M - th "Current  Lind: A o anv—Rarty taki 1h
taling —less—than—its—Full—She: ¥ A —a—EIVOR H—C P ¥ Y Y 3 thas
its—Full—Share-—of—Cusrent—Produotion—in—sweh—month—("Current—Overproduoes™)—will—pay—to—suoh—Cusron—Underproducor—an

4 { NEr——, ¢ th R e, -of—the d * 1 by the - Current —£ 3 for-that m._n"
cach—menth—equal—to--the y—p ge--of —the ¢ y P for--that
ibo—Qm—UndupmMs—F«ﬂ—Sha.— of —Cuerent—Produst tak by—the—E +— Overproduter—provided —h —thet
such-p il —pot—exeoed—tho—Royalty-—y go—that —iy to—nH—Roynity—bure - 1ho-—-Bak £ —heren-—Pay
"'wd‘ {0 this- Seats (_1_! mm o g 1a- the—Und P & v: | P-cil}x": '*' ') OWRNS- for pusp £
62 B (Alternative 2 - Sales) Each Party shall pay or cause 1o be paid Royalty due with respect to Royalty ownes to
whom it is accountable baged on the volume of Gas actually ukm for its account.
63 In the cvent that any g t hority  requil that Royalty paymenis be made on any other basis than that
plovldod for in this Section 6, each Party agrees o make such Royalty p dingly, ing on the effective date
d by such g tal authority, and the imethod provided for herein shall be thereby superseded.

7. CASH SETTLEMENTS

7.1 Upon the eardir of the plugging and abandonmem of the lasl producing interval in the Balancing Area, the termination
of the Operating Agreement or any pooling or unit agr g the Balanci Arca, or al any time no Gas is taken
from the Balancing Area for a period of twelve (12) consecutive months, any Party may give written notice calling for cash

| of the Gas production imbal. ameng the Partics, Such notice shall be given to all Parties in the Balancing Area.

7.2 Within sixty (60) days afier the nolice calling for cash seitlenent under Section 7.1, the Opemtor will distributc to each
Paty a Final Gas Setllement Statemcnt detailing the quantity of Overproduction owed by each Overproduced Patty to cach
Undoproduced  Party  and  identifying the momh 1o which such Overproducti is ibuted, to the hodology
set out in Section 7.4. .

73 HE (Alternallve 1 - Direct Parly-o-Party Settlement) Within sixty (60) days afer receipt of the Final Gas Scitiement
S each Ovaproduced Pady will pay to ecach Undorproduced Pary entited to seltlement the appropristc  cash
schilement, panied by detzil. At the timc of pay the Ovaproduced Party will notify the

Operator of the Gas imbalance u\'ﬂed by the Overproduced Party's payment.
F3—B—(Alteraati Setth Fhreugh—Operater)—Within—sixty—(60)—days—aller—reecipt —of —the—FKinal—Ges— Seitlement

h—— O d— Parts i d—its N 1 jod detail—to—the
—te

PPIop

by
oneh- ary Sond- By PPFOp

4
vill—disteib the + ivod—along-—with setlement —owad—by— e Dperator—as—en
—along .
duced - Pact £ ook Lind duoed—Parb— & whom—settlement—is—due— within—sinety—(90) Y H of —ithe
P Pasiy—to T arty—te- y—(90) days—after
Final—Gas—Settiement —5 {n—tho—overt—that—any—Ow duoed—Party —fails—t settiemeni—due—hersunder—the
ornent tr—the Pany —faily 10 —pay—ony -

7’
O vy 040 shili fos—ths. (1} 3 £ 'Y 1 ry thy Party to-
P ¥ ponsibility. of

" ; soitinywith.regrd16.0ush settlornont.

7310 (Optional - For use only with Section 7.3, Alternative 2 - Seitlement Through Operator) Any FPany shall have
the right at any time upon thity (30) days’ prior written notice to all other Parties to d d that any ] due such
Party for Ovaproduction be paid directly to such Party by the Ovaproducod Party, rather than being paid through the
Opemator. In the event (hat an Overproduced Party pays the Operator any sums due to an Underproduced Party at any lime
after thity (30) days following the receipt of the notice provided for herein, the Overproduced Party will continue to be liable
o such Underproduced Party for any sums so paid, until pay ] Ily ived by the Underproduced Party.

74 ©@ (Alternadve 1 - Historical Sales Basis) The amount of the cash seftiememt will be based on the prucesds

St

fot The—Ox
P * P

O

received by thc Overproduced Party under an Arm's  Length Agreement for the Gas taken from lime to timc by the
Ovaproduced  Party in excess of the Overproduced Party's Full Share of Cument Production. Any Makcup Gas taken by the
Undaproduced Party prior to monetary setiloment hereunder will be applied to  oifset  Overproducti hronologically in the
order of accrual.

75 The valves used for calulating the cash seitlement under Section 74 will include all proceeds received for the sale of the
Gas by the Ovoproduced Party calculaled at the Dalancing Ares, afier deducting any production or taxes paid and any
Royalty actually paid by the Overproduced Party to an Undorproduced Party's Royahy owner(s), to the extent seid payments

d to a discharge of said Undorproduced Party's Royalty obligation, as well as any bl keting, P 3
Ureating, gathering or portation costs i d directly in ion with the sale of the Overproduction.

7519 (Optionsl - For Valuati Under P ge of Proceeds Contemcts) For Overproduction sold under a  pas
purchase contract providing for payment based om a »p ge of the p d bained by the purchaser wpon resale of
residue gas and liquid hydrocarbons extacted at @ gas processing plant, the values used for calculaling cash setilement will
include p d: ived by the Ovaproduced Party for both the liquid hydrocarbons and the residuc gas atiributable to the
Ovaproduction.

+51-8- -{Options} Madent for—P 4—Gas Oplien——For— Overproducts P d—(or—the of —the
Overproduced—Party—at—a—ges—p ing—plamt—for- the ton—of —tiquid—teyd t the  fall—qumntity oL - the —Overprod
will—be—valuod—for—purposes —of—oeash—settlement—at—the—ps ived—by —the Oy duced—Party —for —the—sale—of—the-—residue—gas

ibutable—to—the—Ov it ithout—regard—ie—p d iutable —i0—higuid—hydrocerb which y— have—been

d-from-the Oa &

7528 (Optlonal - Valuation for Processed Gas - Option 2) For Oveproducti p d for the of the
Ovaproduced Party at a gas processing plant for the extraction of liquid hydrocarbons, the valuss used for caiculating cash
sctilement  will include the proceeds received by the Overproduced Pay for the sale of the liquid hydrocarbons extracted from
the Ovaproduction, less the actual reasonable costs incured by the Ovaproduced Pary to process the Ovorproduction and  to
transpert, fractionate and handle the liquid hyd t d therefrom prior to sale.

76 To thc catent the Ovaproduced Party did not sell all Oveproduction umder an Arm's Length Agreement, the  cash

satfement will be based on the weighted average price reccived by the Overproduced Party for any gas sold from the
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hard el

Balancing Area under Amm's Length Agreements during the momths to  which such Overproduction is In the event
that no sales under Ann's Length Agrecments were made during any such month, the cash setilement for such month will be
based on the spat sales prices published for the licable geographic area during such month in a mumally accepiable pricing
bulletin.

7.7 Interest compounded at the ratoof __ twelve percent (12 %) per annum or the maximum lawful
rate of interest applicable to thc Balancing Area, which is less, will accrue for all amoumts due under Section 7.1 beginning

the first day following the date payment is doc pursuant to Section 7.3. Such interest shall be bome by the Opemtor or any
Overproduced  Parly in the proportion that their respective delays beyond the deadlines set out in  Sections 72 and 7.3

q

\ . _ recelved f Over
E'}‘c“,bﬁ.'ﬂ{ﬁ ‘lne uﬁimyolt; :I;et LTTT.?LIJ‘&&"SJ‘F.’ r:yh.‘“ also be required to pay such Interest i it has pay rom any P

78 In liew of the cash setlement roquired by Section 7.3, an Ovoproduced Parly may deliver to the Underproduced Patty
an offer to setle ils Overproduction in-kind and at such rates, quantitics, times and sources as may bc agreed upon by the
Underproduced  Party. If the Parties are unable to agree upon thc mammer in  which such in-kind setlement gas will be
fumished within sixty (60) days afier the Overproduced Parly's offer to settle in kind, which period may be extended by
agreement of said Paries, the Overproduced Pany shall make a cash settiement as provided in Section 73. The making of an
inkind settlement offer under this Section 7.8 will not delay the accrual of interest on the cash settlement should the Parties
fail to reach agreewnent on an in-kind scitlement.

79 H (Optional - For Balancing Areas Subject to Federal Price Regulstion) That portion of any monies collected by an

Overproduced  Party  for Overproduction  which is subject to refund by ordera of the Federal Energy Regulstory Conunission or
other governmental awthority may be withheld by the Overproduced Party ontil  such prices are fully approved by such
govenmemal  suthority, unless the Undaproduced Party fumish a P dertaking puable o the Overproduced
Parly, agreeing to hold the Overproduced Parly harml from fi ial loss due to refund orders by such govemmental
authority.

T10-B—(Opticest || Cash—Belencing) At —eny time—during —the—iorm—of —this — Agreement, —any-—Overprodused - Party
- ©p Cash

8. TESTING
Notwith ding any provisi of this Ag w the comrary, any Party shall have the right, from (ime to time, to

produce and take up to one hundred percent (100%) of a well's emirc Gas stream to meet the reasonable deliverability test(s)
roquired by such Party's Gas purchaser, and the right to take any Makeup Gas shall be subordinate to the right of any Pany to

conduct such tesls; provided, however, that such tests shall be conducted in sccordance with prudent opcrating pmctices  only
after __thirty (3 ) days' prior written nolice o the Operator and shall last no longer than
sEYEnLV-we { 12 ) hours.

9. OPERATING COSTS

Nothing in this Agreement shall change or affect any Pany's obligation to pay its proponionate share of all costs and
liabilities incurred in operations on or in commection with the Balancing Area, as ita share thereof is set forth in (he Opeorating
Ag irespective  of  wheth any Party is at any time selling and using Gas or whether such sales or use are in
proportian to its Percentage Interest in the Balancing Area.
10, LIQUIDS

The Parlies shail share proportionately in and own all liquid hydrocerbons recovered with Gas by field equipment operated
for the joint accoun in accordance with their P tege [ in the Balancing Area.
11. AUDIT RIGHTS

Notwitt ding any provisi in this Agreement or any other agreement beween the Partis  hercto, and  further
notwithstanding any ination or dlation of this Agreement, for m poriod of two (2) years from the end of the calendar
yar in which any information to bc fumished under Sestion 5 or 7 hereof is supplied, any Party shall have the right 1o audit
the records of any other Party regarding quamity, including but not  limited o information regarding  Btu-conteny
Any Undeaproduced Pary shall have the right for a period of two (2) years from the end of the calendar year in which any
cash setilement is received pursuent to Section 7 to audit the records of any Overproduced Parly as to all matters conceming
values, including but not limited to information regarding prices and disposition of Gas from the Balancing Area. Any such
audit shall be ducted at the exp of the Party or Partics desiring such audit, and shall be ducted, afler bl
nolice, during normal business hours in the officc of the Party whosc reconds are being audited. Each Party hercto agrees to
maintain records as to the volumes and prices of Gas sold each month and the volumes of Gas used in its own opemtions,
along with the Royalty paid on any such Ges used by & Party in its own opcmtions. The audit rights provided for in this

Section 11 shall be in addition to those provided for in Section 5.2 of this Agreement.
12, MISCFLLANEOUS

12.] As bciween the Parties, in the evem of any conflict between the provigions of this Ag and the provisi of
any gas sales contract, or in the event of any conflict b the provisi of this Ag and the provisions of the
Oparating Agr t, the provisions of this Ag shall govem.

122 Fach Pany agrees to defend, indermify and hold harmless all other Parties from and againd any and all lisbility for
eny claims, which may bc assated by any thid party which now or hercafer smnds in 2 contrecraal rclationship with such
indemnifying Party and which arfse ouwt of thc operation of this Agr or mny activities of suoch indemnifying Party under
the provisions of Ihis Agreement, and does futther sgree to save the other Panies hamless from all judgmems or damages

d and costs i d in ion therewith.

12.3 Except as otherwise provided in this Agr Op is honzed 1o drmini “the  provisi of this
Agreement, but shall have no liability to the other Parties for losses sustained or lishility incumed which arise owt of or in
connection with the performance of Operator's dulis hereunder, cxcept such es may result from Operator’s gross negligence or
willful misconduct. Opermior shall not be liable to any Underproduced Party for the failure of any Overproduced Party, (other
than Operator) to pay any amounts owed pursuant to the terms hereof.

12.4 This Agreement shall remain in full force and effect for as long as the Opemting Agreement shall remain in forve and
cffect as to thc Balancing Area, and thereafier until the Gas nccounts botween the Parlies arc seltied in full, and shall inure to
the bencfit of and be binding upon the Padies hereto, and their respective heirs, , legal rep i
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and assigns, if any. The Parlies hereto agree to give notice of the existence of this Apr 0 any in interest of
any such Party and (o provide that any such successor shall be bound by this Agrcement, and gshall further make any imnsfer of
any interest subject 1o the Operating Agreement, or any part thereof, also subject to the terms of this Agreement.
12.5 Unless the context clearly indicatcs otherwise, words used in the singular include the plural, the plural includes the
singular, and the nauter gender includes the line and the fe
126 In the event that any "Oprlmml" provision of this Agr is not adopled by the Paries to this Agreement by a
typed, printed or handwritten indi such provist shall not form 2 pan of this Agreement, and no inforence shall be
made conceming the intent of the Parlies in such evemt. In the event that any “Altemative”™ provision of this Agrecment is not
so adopted by the Parties, Alternalive ! in each such instance shall be deemed to have been adopted by the Pamies as a result
of any such omission In those cases where it is indicated that an Optional provision may be used only if a specific Alicrnative
is selected: (i) an clection to include said Optional provision shall not be effective unless the Al ive in questi is sclected
and (i) the election to include said Optional provision must be expressly indicated hereon, it being undestood that the
| of an Al ive cither ly or by default as provide< herein shall nmot, in and of itself, conslitte an election to

include an associated Optional provision.

12.7 This Agreemment shall bind the Padies in accordance with the provisions hereof, and nothing herein shall be construcd
or inlerpreted as creating any rights in any person of entity rm a signatory hereto, or as being a stipulation in favor of any
such person or entity.

12.8 If contemporancously with this Agreememi becoming effective, or thereafier, any Party requests that any other Pany
exccute an  appropriate  memorandum  or nolice of this Agreement in order lo give thid parties notice of record of same and
submits same for execution in recordable form, such memorandum or notice shall be duly executed by the Party o which such
request is made and delivered promptly thercafler 1o the Party making the request. Upon receipl, the Party making the request
shall cause thc memorandum or notice 0 be duly mcorded in the appropriate real propaly or other rcords affecting the
Balancing Area,
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13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1 Subject 10 lhe provisions of Sections (3.2 (if elected) and 13.3 hereof, and notwithstanding amything in this Agrecment
or in the Opcrating Agreement to the contrary, if any Parly assigns (including any sale, exchange or other transfer) any of it
working interest in the Balancing Arca when such Party is an Underproduced or Overproduced Parly, the assignment or other
act of transfer shall, insofar as the Partics hereto are concemed, include all interest of the assigning or transfeming Party in (he
Gas, all rights to receive or obligations to provide or tske Makeup Gas and ali rights to receive or obligations to make any
monelary payment which may uitimaely be due h d as applicable. Op and each of the other Parties hercto  shall
thereafter treat the  assignment accordingly, and the assigning or transfaming Pany shall look solcly to its assignee or other
transferee for any interest in the Gas or monelaty payment that such Party may have or to which i may bc entitled, and shall
cause its assignee or other transferee to assume its obligations hercunder,
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13 The provisions of this Section 13 shall not be applicable in thc event any Party mortgages its interest or disposes of its
inlercst by merger, gani n, lidation or sale of subsiantially all of its asscts to a subsidiary or parent company, or to
any coinpany in which any parent or subsidiary of such Party owns a majority of the stock of such company,
14. OTHER PROVISIONS

See Attachment,




14.

14,1

14.2

143

OTHER PROVISIONS

Any Underproduced Party can require cash settlement from the Overproduced Parties in
January of each even numbered year by providing written notice to the Operator. Section 7
of this Gas Balancing Agreement shall govern cash settlement under this provision.

In the event any Party feels a Party has produced more than its share of recoverable reserves
and wants to prohibit said Party from selling additional Gas, the Party shall notify the
Operator, including its estimate of remaining recoverable reserves. The Operator shall
notify all other Parties. If Parties concur with the recoverable reserve estimate, said
Overproduced Party shall be prohibited from selling Gas until the Overproduced Party is
back in balance. If the Parties cannot agree on the remaining recoverable reserves, the
Operator shall retain an independent reservoir engineer, experienced and competent in the
geographical areas of the well(s) in question, to compute the reserves. Its decision shall be
final. Costs incurred by the independent engineer shall be bome by the Parties hereto.

The Parties to this Agreement agree to abide by Regulation 1.761-2(d)(2) as promulgated by
the Internal Revenue Service. Regulation 1.761-2(d)(2) requires that all co-producers of
natural gas operating under the same joint operating agreement must use the cumulative gas
balancing method, as described under this regulation, to report gas balancing for tax
purposes. In the event of a conflict between the provisions of this Section and any other
provisions of this Agreement, the provisions of this Section shall control,
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15. COUNTERPARTS
This Agreement may be executed in counterperts, each of which when taken with all other counterparts shall constitute
a binding apreement between the Parlics hereto; provided, however, that if a Party or Padties owning a Percemage Infcrest in

the Balancing Area equal to or greater than a percent { %) therein fail(s) to execute this
Ag) t on ot beforé this A ghatl not be binding upon any Party and shali be of
no further force and effect.
N WITNESS WHEREOQF, this Agreemem shall be effective as of the day of
ATTEST OR WITNESS: OPERATOR
BY:

Type or print name

Title

Date

Tax ID or §.S. No.

NON-OPERATORS

BY:

Type or print name

Title

Date

Tax ID or 8.S. No.

BY:

Type or print name

Title

Date

Tax ID or $.S. No.
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ACKNOWLEDGMENTS

Note: The following forma of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The

validity and effect of these fonns in any state will depend upon the statutes of that state,

Individusal acknowledgment:
State of )

) ss.
Coumtyof ___ )

This instrument was acknowledged before me on

by
(Seal, if any)
Titlc (and Rank)
My isgion expires:
Ack {edgr inrep ive capacity:
State of )
) 8s.
County of )
This instrument wes acknowledged before me on
by as
of
(Seal, if any)
Title (and Rank)
My ission expires:




MODEL FORM RECORDING SUPPLEMENT TO
QPERATING AGREEMENT AND FINANCING STATEMENT

THIS AGREEMENT, cncred into by and between Nemo Fyad L LLC, |, hereinafler referred to as “Operator,” and the signatory party or
parties other than Opevator, hercinafter referred to individually as “Non-Op " and collectively as “Non-Operators.”

WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Intercsts in the land identified in Exhibit “A™
(said land, Leases and hterests being hereinafter called the “Contract Area™), and in any instance in which the Leases or Interests of a party are
not of record, the record owner and the party hereto that owns the intorest or rights therein are reflected on Exhibit “A™;

WHEREAS, the parties hereto have d an Opcraling Agr dat=d _August 1, 2015 (herein  the “Operating Agreement"),
covering the Contract Area for the purpose of exploring and developing such lands, Leases and Interests for Oil and Gas; and

WHEREAS, the parties hercto have d this agr for the px of imparting notice to all p of the rights and obligations of the

parties under the Operating Agreement and for the fusther purpose of perfecting those rights capable of perfection.

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

I.  This ag /! the Operating A which Agr in ils entirety is i

e g

used herein shall have the | meaning awnba.l to them in the Operating Agreement.

d herein by refe , and all tenns

2. The parties do hereby agree that:

A. The Oil and Gas Leases and/or Oil and Gas Interests of the partics comprising the Contract Area shall be subject to and burdenod with
the tenns and provisions of this agi and the Operating Agr and the parties do hereby commit such Leascs and Interests to
the performance thereof.

B. Thc explomation md development of the Contract Arca for Oil and Gas shall be governed by the terms and provisions of the Operating
Agr , 88 Supp d by Ihis

C. Al costs and liabilities i d in operations under this ag and the Operting Ag shall be bomne and paid, and all
i and al ired in operations on the Contract Arca shall be owned, by the parties hereto, as provided in the Operating

Agreement.

D. Regardless of the record title ownership to the Oil and Gas Leases and/or Oil and Gas Interests ldcntlf ed on Exhibit “A,” all production
of Gil and Gas from the Contract Arca shall be nwnad by the pnrlm as provided in the O A ; provided nothing

P L4

d in this a! shall be d d an or of i d hen:by.

E. Each pauy shall pay or dehva. or cause Lo be paid or delivered, all burdens on its share of the production from the Contract Area 28
provided in the Operati

F. Anoveriding royalty, production paymet, net profits interest or other burden payable out of production hereafier created,
of production given as ity for the p of money and thase overriding royalties, production pay and other burd
payable out of production heretofore created and defined a9 Subsexuently Created & in the Operating Agr shall be (i)
bome solely by the party whose interest is burdened therewith, (i) subject to suspension if a party is required (o assign or relinguish to
anocther party an interest which is subject to such burden, and (iii) subject to the lien and ity interest hereinafter provided if the
party subject to such burden fais to pay its share of expenses chargeable hercunder and under the Operating Agreemen, all upon the
terms and provisions and in the times and manner provided by the Operating Agreement.

G. The Gil and Gas Leases and/or Oil and Gas Interests which are subject hemo may not be assigned or trunsferred except in accordance
with those terms, provisions and restrictions in the Opersting A ing such transfers.

This agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the parties hereto, and their
ive heirs, devisees, legal rep ives, and assigns, and the terms hereof shall be deemed (o run with the leases or intcrests
inchuded within the lease Conlm( Arca.

H. The parties shau have thc nghl lo Bcquire an interest in 1, jon and repl leases. leases wuposed to be wmmdud
wells proposed to be d, and inlerests to be relinquished as a result of non-p p in q D all in
accordance with the terms and provisions of the Operating Ags

I.  The rights and obllgauons of the pnma and the adjustment of interests among them in the event of a failure or loss of title, each party’s
right to prop igations with respect to participalion in operations on the Conlmcl Area and the consequences of a
Rilure to pamupate in operations, the rights and obligations of the parties ling the g of production, and Lhe rights and
remadics of the partics for failure to comply with financial obligations shall be es provid mthef‘ i ,.‘,

). Each pany s m‘!m under this agreement and under the Oparsting Agreement shall be subject (o relinquishment for its failure to
i andmhpunysslmeufpmdmuonudmshnllhcmlhca‘donIhchuwofsuch
lvhnqumlmmt.alllwnl}m(mw provided in the Opemta

K. All other matters with respect to exploration and development of the Comuract Arca and the ownership and transfer of the Oil and Gas
Leases and/or Oil and Gas Interest therein shall be governed by the terms and provisions of the Operati

3. The parties hereby grant reciprocal liens ard security intercsts ay follows;

A. Each party grants (o the other panies herelo a lien upon any interest it now owns or hereafier acquires in Oil and Gas 1.cases and Oil
uml Gas Interests in the Comncl Area, and a security interest and/or pulehnac moncy sccurily interest in any intcrest it now owns o
fl ires in the p { proparty and fixtures on or used or obtai l'or use in ion therewith, to secure performance of
all of its obligati undn this agr and the Operating Ag i bul not limited o payment ofexpalsc, mlm and
fecs, the proper disbursemnent of all monies pld under this ag and the Ope A the
of interest in Qil and Gas Leases as required under this agr and the Operati mdthcpupapafomunccof
perali umla this agr and the Operating Agr Such lien and security interest gnnled by each party hereto shall include
such party’s lcaschold i , working P ng rights, and royalty and overriding royalty interests in the Conmact Area
now owned or hereafter aoqutmd and in lands pooled or umhmi therewith or Mhermse bewmmg subject to this agreement and the
Operating Agreement, the Oil and Gas when d thercfrom and equij ed thereon or used or obtained for use in
ion therewith (including, without limitation, all wells, tools, and lubular goods), and (including, without limitati
acwunls arising from the aale of production at the wellhuad), contract rights, inventory and general intangibles refating thereto or
arising therefrom, and all proceeds and products of the

B. Each party represents and wemants lo the other parties hereto that the lien and secumy interest granted by such party (o the other partics
shall be a first and prior lien, and each party hereby agrees to mainlain the priority of said lien and security inlerest against nil persons
acquiring an interest in Oil and Gas Leases and L d by this egr and the Op ',‘, by, through or under
such pany All parties wqmnng ] muml in Ol and Gas {eases and Oil and Gas | d by this agr and the

Operaling Ag; 1, by merger, morigage, operation of law, or otherwisc, shall be deemed to have taken subject

o1




to the lien and sccurity interest granted by the Operating Agl and this i as to all obligati ,:...“ 1o such interest
under this agreement and the Operating Agreement whether or not such obligations anise before or after such interest is acquired.

C. To the extent that (he parties have a security interest under the Uniform Commercial Code of the state in which the Contract Area is
situated, they shall be enlitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the
obtaining of judgment by a party for the secured indebtedness shall not be d d an election of dies or otherwise affect the lien
rights or security interest as security for the payment thereol. In addition, upon default by any party in the payment of its share of
expenses, interest or fees, or upon the improper use of funda by the Operalor, the other parties shall have the right, without prejudice o
other rights or remedies, to collect from the purcheser the proceeds from the sale of such defaulting party’s share of Oil and Gas until
the amount owed by such party, plus interest, has been received, and shall have the right to offset the amount owed against the proceeds
from the sale of such defaulting party's share of Qil and Gas. All purchasers of production may rety on a nolification of default from the

-defaultmg pany or pamcs slnlmg the amount due as a result of the defaull, and all parties waive any recourse available against

for ided in this p h

P

N
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D. Ifany party fails to pay its share of expenses within one hundred-twenty (120) days after rendition of a stalement therefor by Operator
the non-defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that the interest
of each such party bears to the interest of all such parties. The amount paid by each party so paying its sharc of the unpaid amount shall
be secured by the liens and ity rights described in this h 3 and in the Operating Agreement, and each paying party mnay
independently pursue any remedy available under the Operating Agreement or otherwise.

E. If any party does not perfonn ali of ils bligations under this or the Opcrating Agl , and the failure to perform subjects
such party to forecl or ecdi o the provisi of this ag| ¢ or the Operaling Ag to the
extent allowu‘l by govummg law, the defaultmg pnny waives any avallab]e nghl of redemption from and aﬂcr the date of judgment, any

of the d or d property prior to sale, any available right to stay ion or to require

a mmlmlhng of nssels -and any required bond in the eveat a receiver is appointed. In addition, to the extent permitted by applicable law,
mch party herehy grants to the other parties a power of sale as to any property that is subject 10 the lien and security rights granted

der or under the Opesaling A such power 10 be exercised in the manner provided by applicable law or otherwise in a
commercially reasonable manner and upon reasonable notice.

F. The lien and sccurity interest granted in this pamgraph 3 J identical rights granted under the Operating Agreement.
G. To the extent pennitied by applicable law, Non-Of agree that Op may invoke or utilize the mechanics’ or materialmen’s
lien law of the state in which the Contract Area is mualed in order to secure the payment to Operator of any sum due under this
and the Op g Agr for services p d or materials supplied by Operator.

H. The above described security will be financed at the wellhead of the welt or wells located on the Contract Area and this Recording
Suwlemem may be filed in the land records in the County or Parish in which the Contract Area is focated, and as a financing stalement
in all recording offices required under the Uniform Commacml Code or other applicable state statutes to petfect the above-described
security interest, and any party hereto may file a i a8 y under the Uniform Commercial Code, or other
state laws.

Thls agmemmt shall be effective as of the dale of the Operatmg Agraemem as above recited. Upon termination of this agreement and the

g Ag and the satisfaction of all obligati Op is authorized to file of record in all necessary recording
uﬂiccs a notice of termiinalion, and each party hereto aprees to execute such a notice of termination as to Operator's interest, upon the
request of Operator, if Operalor has complied with all of its financial obligations.

This & and the Operati g Agl shall be binding upon and shall inure to the benefit of the parties hereto and their respective
heirs, devisees, legal ves, and assigns. No sale, encumbrance, tansfer or other disposition shall be made by any party
of any interest m the Leates or Uterests subject hereto except as expressly permitted under the Operating Agreement and, if permitted, shall
be made expressly subject to this agreement and the Opmung Agreement and without prejudice to the rights of the ot.hu parties. If the
transfer is permitied, the assignee of an ownemhip interest in any Oil and Gas Lease shall be deemed a party to thls agmunem and the
Operating Agreement as to the imerest nsslgnd from and after the effective dale of the transfer of hi , that the
other parties shall not be required to recognize any such sale, encumbrance, transfer or other disposiLion for any purpme he:eundu' until
!hmy (30) days after they have received a copy of the instrument of transfer or other satisfactory evidence thercof in writing from the

or feree. No assigy or other dizposition of interest by a party shall relieve such pary of obligations previously incurred
by such party under this agi t or the Operating Agr with respect to the interest transferred, inchuding without limitation the
obligation of a party to pay all costs attributable to an eperati ducted under this agi and (he Operating Ag; in which
such party has agreed to participate prior to making such assignment, and the fien and security interest grmﬂd by Article VILB. of the
Operating Agroement and hereby shall continue 1o burden the interest trensferred to secure payment of any such obligations.

In the cvent of a conflict between the terms and pmVllel'lS of lh:s agreement and the terms and provisions of the Operating Agl 3
then, as between the partics, the tenns and provisions of the Agl shall control.

This agreeinent shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been executed by such Non-
Operator and Operator notwithslanding that this agreement is not then or thereafter exccuted by all of the pams 1o which it is tendered or
which are listed on Exhibit “A” as owning an interest m the Comract Area or which own, in fact, an interest in the Comtract Area. In the

event thal any provision herein is illegal or fe , the ining provisions shall not be afl'cctej, and shall be enforced as if the
illegal or unenforceable provision did not appear herein. ‘I'h!s may be d in parts, each of which shall
have |he effect of execuuon of the orginal i ed parts may be bined into one or more instruments for

, by g the si pages and ack led, and the ing parties agree Lhat the instruments shall be effective
for all purp ay a single inst

IN WITNESS WHEREOF, this agreement shail be effoctive as of the day of August 2015 .
OPERATOR
ATTEST OR WITNESS Nemo Fund 1, LLC
By:
Type or Print Name
Title.
Date:

Address:




NON-OPERATORS
ATTEST OR WITNESS Devon Energy Production Company, L.P.

By: _John D. Raines

Type or Print Name
Titke: _ Vice President

Date:

Address: 339 West Sheridan Avene, Ollahoma City, OK 73102

ATTEST OR WITNESS Tamoroa Development, LLC

By:

Type or Print Name
Title:

Date:

Address:

ATTEST OR WITNESS Golden Properties, Inc.

By:

Type or Print Name
Tidle:

Date:

Address:

ATTEST OR WITNESS Petroven, Inec,

By:

Type or Print Name
Tidle:

Date:
Address:

ACKNOWLEDGMENTS

NOTE:

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

individoal Acknowledgment
State of —§
§ss.
County of _§
This i was acknowledged before me on

by

(Seal, if any)

Title {and Rank)

My commission expires:




Acknowledgment in Representative Capacity

Stateof ____ — %
§5s.
County of §
This i t was ack ledged before me on
by as of
(Sea), il any)

Title (and Rank}

My






