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. OPERATING AGREEMENT
THIS AGREEMENT, entered into by and between __Enduring Resources, ELC
hereinafter designated and referred (1o as "Operator,' and the signatory party or parties other than Operator, sometimes
hereinafter referred to individually as "Non-Operator,” and collectively as "Non-Operators."
WITNESSETH:
WHEREAS, the partics lo this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land

identified in Exhibit "A," and the parties hereto have entered into that certain Unit-Agreement Tor the Development and Qperation of the

L8, and heretnafter referved tw as the

Lone Mesa Unit Area, San Juan County, State of New Mexico, dated as of the 157 day of August 1§
“Unit Agreement™ reached——an——agreement to explore and develop these Leases and/or 0Oil
and Gas Interests for the produc(ioﬁ of Oil and Gas to the extent and as hereinafter provided,

WHERLEAS, the parties enter into this agreement pursuant to Section 7 of the Unit Agreement.

NOW, THEREFORE, it is agreed as follows:

ARTI'CLE I8 . »
DEFINITIONS N "
As used in this agreement, the following words and terms shall have the meanings here ascribed to them:
A. The term "AFE" shall mean a DETAXLED Authority for Expenditure prepared by a party to this ageecment for the purpose of

. . . . t . s ; .
estimating the costs to be incurred in | ran op I der. An AFE tor u Horizental or Muti-laterdl Well shall clearly supulate
that the well being proposed is a-Fldrizontal or Multi-lateral Well and shall include all Completion operations for the proposed Horzontal or
Multizlaieral Well,

B. The term "Completion" or "Complete" shall mean a single operation intended to plete a well as a producer of Oil

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

testing d in such .
C. The term "Contract-Area” “Umt Arca” shall mean all of the lands, Qil and Gas Leases and/or Oil and Gas Interests intended
to be developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas
Interests are described in Exhibit A"
D. The term “Deepen" shali mean a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the iated AFE, whicl is the

and p

lesser. When used in connection with a Multi-lateral or Horizontal Well the term “Deepen”™ shall meun an operation whereby a Lateial s
dritled 1o 3 horizontal distance greater than the distance set out in the well proposal approved by the Consenting Partics, ur to i hotizonial
distance greater than the otal measwred depth to which the Lateral was previously dilied.

E. The terms "Drilling Pdrty" 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 agreement.

F. The term "Drilling Unit” shall mean the area fixed for the drilling of one or tnore well(s) by order or rule of any state or federal
body having authority. If a Drilling Unit is not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contraet Unit Arca unless fixed by express agreement of the Drilling Partics.

G. The term "Drillsite” shall mean the Qil and Gas Lease or Oil and Gas Interest on which a proposed well.is to be

located. The term “Brillsite”™ when used in connection with a tHorizontal or Multi-lateral Well shalt mean the surfuace location and the Qi and
Gas Leases or Ot and Gas Interests within the spacing umt on which the welibores, including all Laterals, are focated. )
the terms oll'{t'lu:r{}‘x:] )tlcr :X"ngnlﬁanlllul Well" shall mean the well required to be drilled by-the-partics-hereto-as-provided-in-Artiele-V-A-undur
I The term "Non-Consent Well" shall mean a well in which less than all parties have conducted an operation as
provided in Article VE.B.2.
' J. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate in a

proposed operation.

K. The.term "Oil and Gas" shall mean oil, gas, inghead gas, gas d and/or all other liquid or gaseous
hydrocarbons and other markefable sub produced 1l ith, unless an intent to limit the inclusivencss of this term is
specifically stated. ‘

L. The term “Oil.and Gas Interests” or "Interests” shall mean unleased fee and mineral interests in Oil and Gas in tracts
of land lying withig the €ontraet Unit Area which are owned by parties to this agreement.

M. The terms "Qil and Gas Lcase,” "Lease” and "Leaschold® shall mean the oil and gas leases or interests therein
covering tracts of land lying within the Gontract Unit Arca which are owned by the parties to this agreement.

N. The term "Plug Back" shall mean a single operation whercby a deeper Zone is abandoned in order to attempt a
Comgpletion in a shallower Zone. When used in connection with a Horzontal or Multi-lateral Well, the termy “Plug Back™ shall mesn an
operation to test or Complete the well at a stratigraphicatly shillower geotogcal horizon m which the operation has been or s being Complered
and which is not.awvithin an existing Lateral,

0. The term "R pletion” or "R
in order to attempt a Completion in x different Zone within the existing wellbore.

P. The term "Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, of improve production in a Zone which is currently open to production in the wellbore. Such operations include, but
are not limited to, well stimulati i but lude any routine repair or maintenance work or drilling, Sidetracking,

" shall mean an operati hereby a Completion in one Zone is abandoned

D ing, Completing, R leting, or Plugging Back of a well.
Q. The term "Sidetrack” shall mean the directional control and intentional deviation of a well from vertical so as to
change the bottom hole location unless donc to straighten the hole or drill around junk in the hole to overcome other
mechanical difficulties. When used . connection with @ Horizontal or Multi-rateral Well, the wim “Sidetiack™ shatl mean the direcuonal
control and intentional deviation of a well outside the existing Lateral(s) so as 10 chunge the Zone or the direction of'a Lateral as arigoally
praposed, unless done 1o steaighten the hote or drill around junk in the hole or 1o overcome other mechanical difficullics
R. The term “Zone” shall mean a stratum of carth containing or thought to contain a common accumulation of Qil and

Gas separately producible from any other common accumulation of Oil and Gas.

§ The term “Lateral” shal! mean thae portion of u wellbore that deviales from approximate vertical vrientation to approxiniute
horizontal orientation and all wellbore beyond such deviation 1o “Total Measured Depth,

T. The term “Horizomal Well” shall'mean @ well contaning u single Lateral which 1s drifled, Completed or Recompleted i a
manner in which the horizontal component of the completion interval (1) extends at least one hundred (100°) feet in the objective formation
and (2) exceeds the vertical component of the completion iterval in the objecuve formation

Lonc Mesa Unit Operating Agreement
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U. The term “Multi-laterai Well™ shall mean a well which contams more than one Lateral which- is drilled, Compleied or
ast one hundred (100°)

Recompleted in a manner in which the horizontat component of the completion interva) of cach Lateral (1) extends at!
feet i the abjective formation(s) and-(2) execeds the verncal component off the completion interval in the abjective formation(s),

V. 'The term “Total Measured Depth™ when used in.conuection with a Multi-lateral or Horvizontal Well, shail mean‘the distance
from the surfice of the ground 1o the terminus of the wellbore, as measured along the wellbore, Bach Jateral taken 1ogether with the common
vertical wellbore shall be considered a single wellbore and shall have a corresponding Total Measured Depth. Notwithstanding the forepoing,
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 vertical wellbore shall be considered cotlectively as one wellbore. When the proposed operation(s) s the drilling of, or operation on, a
Horizontal or Multi-Lateral: Well, the terms “depth” or “total depth™? wherever used in the Agreement shall be deemed 1o read “Total Measured

Depth” insofar as it applies-to such wetl,
W. The term “Vertical Well” shall mean a well drilled, Completed or Recompleted other than a Hornzontal or Mulii-Lateral Well,

N. The term *Horizontal” shall mean approximately parallel 10 the easth’s surface or more generally w deviation from vestical of

more-than 30 degrees.

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

natural and artificial persons, the plurat includes the singular, and any gender includes the line, feminine, and neuter.
ARTICLE IL
EXHIBITS
hibits, as indicated below and hed hercto, are i P § in and made a part hereof:

The following
X A. Exhibit "A," shall include the following information: .
(1) Description of lands subject to this agreement

(2) Restrictions, if any, as to depths, formations, or substances,
*14

(3) Parties to ag with and teiepk bers for notice purposes,
(4) Percentages or fractional interests of parties to this agreement,
(5) Oil and Gas Leases and/or Qil and Gas Interests subject to this agreement,
(6) Burdens on production.
(7) Plat of Unit Arca,
—N——B—Exhibit "B > Kerm-of Lease:
. Exhibit "C." Accounting Procedure.
. Exhibit "D," Insurance, with Insurance Election Ballols).
Exhibit "E," Gas Balancing Agreement.
Exhibit "F," Non-Discrimination and Certification of Non-Sepregated Facilities.

Exehibit G TaxP, hi
—Exhibit"G;*Fax-P I
. Other: Recurding Supplement and Finaneing S ent, Form 610RS

Lone Mesa Unit Operating Agrecment
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If any provision of any exhibit, except Exhibits "E," and "F" and—G: is inconsistent with any provision contained in
the body of this agreement, the provisions in the body of this agreement shall prevail.
ARTICLE HI.
INTERESTS OF PARTIES
A. Oil and Gas Interests:

If any party owns an Qil and Gas Interest in the Centract Unit Arca, that Interest shall be treated for all purposes of this
agresment and during the term hereof as if it were covered by the form of Oil and Gas Lease attached hereto as Exhibit "B.”
and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thercunder.

B. Intevests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operati under this agreement shall be borne
and- paid, and all equipment and materials acquired in operations on the Centract Unit Area shall be owned, by the parties as their
interests are sct forth in Exhibit "A" In the same manner, the partics shall also own all production of Oil and Gas from the

;

CGontract Unit Area subject, ! , to the pay of royalties and other & on production as described hereafler.
Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise expressty provided in this ag , each party shall pay or deliver, or

ause to be paid or delivered, all burdens on its share of the production from the Contract Unit Area R
gand shgﬂ mdemnfg', defend and hold P the other panr:s free from any liability therefor.

Except as otherwise expressly provided in this agreement, if any party has contributed hereto any Lease or Interest which is
burdened with any royalty, overriding royalty, preduction payment or other burden on production in excess of the amounts
and shall ind ify, defend
and hold the other parties hercto harmless froni any and all claims attributable to such excess burden. However, so long as
the Drilling Unit for the productive Zone(s) is identical with the Centract Uit Arca, cach party shall pay or deliver, or cause to
be paid or delivercd, all burdens on production from the Contract Unit Area due under the terms of the Oil and Gas Lease(s)

hi

stipulated above, such party so burdened shall assume and alone bear all such excess

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

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

Nothing contained in this Article ILB. shall be d i an assi or i of i d hereby,

and in the event two or more parties contribute to this agreement jointly owned Leascs, the parties' undivided interests in
said Leascholds shall be deemed separate leaschold interests for the purposes of this agreement.
C. Subsequently Created futerests:

If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security
for the payment of moncy, or if, after the datc of this agrcement, any party creates an overriding foyalty, production
payment, net profits intcrest, assignment of production or other burden payable out of production attributable to its working
interest hercunder, such burden shall be deemed a "Subsequently Created Interest." Further, if any party has contributed
hereto a Lease or Interest burdencd with an overriding royalty, production payment, net profits intcrests, or other burden

payable out of production created prior to the date of this agrcement, and such burden is not shown on Exhibit "A" such

burden -also shall be deemed a Subscquenily Created Interest to the extent such burden causes the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article HLB. above. -

The party whose interest is burdened with the Subscquently Created Intercst (the "Burdened Party") shall assume and
alone bear, pay and discharge the Subscquently Created Interest and shall indemnily, defend and hold harmless the other
partics from and against any liability therefor.  Further, if the Burdened Party fails to pay, when due, its share of expenses
chargeable hercunder, all provisions of Article VILB. shall be cnforccable against-the Subsequently- Created Interest in the
same manner. as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agrecment to assign or rclinquish to any other party, or parties, all or a portion of its working intercst and/or the
production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
partics, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV,
TITLES
A, Title Examination:

Title examination shall be made on the Drillsite of any proposed well prior 10 commencement of drilling opcerations and,
if a majority in interest of the Drilling Parlies so request or Operator so elects, title examination shall be made on the cutire
Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working
interest, minerals, royalty, overriding royalty and production pay under the applicable Leascs. Lach party contributing
Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shall furnish to Operator
all abstracts (including federal [case status reports), title opinions, title papers and curative material in its possession free of
charge.  All such information not in the possession of or made available to Operator by the partics, but necessary for the
examination of the litle, shall be obtained by Operator. Operator shall cause title to be examined by auorneys on its stalf or

by outside attorneys. Copies of all title opinions shall be furnished to each Drilling Party upon written request. Costs incurred by Operator
in procuring abstracts, fees paid outside attorneys or other vulside land consultans for title ination (including preliminary, suppl 1
shut-in royalty opinions and division order title opinions) and other dircct charges as provided in Exhibit "C* shall be borne by the Drilling
Parties in the proportion that the interest of cach Drilling Party bears to the total interest of all Drilling Parties as such interests appear in

Exhibit "A.* Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above

functions.
Each party shall be responsible for securing curative matter and pooling amendments or agreements required in
connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the p ion

1 decl

and recording of pooling ignations or declarations and i as well as the conduct of hearings

before govemmental agencies for the securing of spacing or pooling orders or any other orders necessary or appropriate to
the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf at such hearings.

Costs incurred by Operator, includiny v,l'fcs paid to outside attorneys or gther outside land consuliants, which are associated with hearings
before governmental agencies, and wihich costs are necessary and proper for the activities under this ag , shall be direct

charges (o the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."

[
'

Lonc Mesa Unit Opcerating Agreement -
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Operator shall make no charge for services rendered by ils staff attorneys or other personnel in the performance of the above

lunctions.

No well shall be drilled on the €ontract Unit Arca until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been examined as above provided, and (2) the title has been approved by the 10 ney—or—title-has—beer pled—by
attefthe DrillingParties-in-sueh-well:

B. Loss or Failure of Tite:

1. Failure of Title: Should any Qil and Gas Interest or Oil and Gas Lease be lost through failure of title, which results in a
reduction of interest from that shown on Exhibit "A" the party credited with contributing the affected Lease or Interest
(including, if applicable, a in interest to such party) shall have ninety (90) days from fina! determination of title

failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not be subject
to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining Oif and Gas
Leases and Interests; and,

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

(b) There shall be no ive adj of exp incurred or revenues received from the operation of (he

Lease or Intercst which has failed, but the interests of the partics contained on Exhibit “A" shall be revised on an acreage
basis, as of the time it is determined finally that title failure has occurred, so that the interest of the party whose Lease or
Interest is affected by the title failure will thereafter be reduced in the Contract Unit Arca by the amount of the Lease or Interest failed;

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

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

(¢) Any liability to account to a person not a party to this agf for prior production of Oil and Gas which arises
by reason of tile failure shall be borne severally by cach party (including a predecessor to a current party) who received
production for which such accounting is required based on the amount of such production received, and each such party shall

severally indemnify, defend and hold harmless all other parties hereto for any such liability to account;

(f) No charge shall be made to the joint account for legal expenses, fees or salaries in conncction with the defense of
the Lease or Interest claimed to have failed, but if the party contributing such Lease or Interest herelo elects to defend its title
it shall bear all expenscs in connection therewith; and

(8) If any party is given credit on Exhibit A" to a Lease or Interest which is limited solcly to ownership of an
interest in the wellbore of any well or wells and the production therefrom, such parly's absence of interest in the remainder
of the Gentraet Unit Arca shall be considered a Failure of Title as to such remaining Conteact Unit Arca unless that absence of interest
is reficcted on Exhibit "A."

‘2. Loss by Non-Payment or Erroncous Payment of Amount Due: If, through mistake or oversight, any rental, shut-in well
payment, minimum toyalty or royalty payment, or other pay y to maintain all or a portion of an Ol and Gas
Lease or interest is not paid or is crroncously paid, and as a result a Lease or Interest terminates, there shall be no monetary
liability against the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new Lease or Interest covering the same interest within ninety (90) days from the discovery of the failure to make
proper payment, which acquisition will not be subject to Article VIILB., the intercsts of the partics reflected on Exhibit "A"
shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the party
who failed to make proper payment will no longer be credited with an interest in the Gontraet Unit Area on account of ownership
of the Leasc or Interest which has terminated. If the party who failed to make the required payment shail not have been fully
reimbursed, at the time of the loss, from the proceeds of the sale of Oit and Gas attributable to the lost Lease or Interest,
calculated on an acreage basis, for the development and operating costs previously paid on account of such Lease or Interest,
it shall be reimbursed for unrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole
ing as is y Lo effect L :

tall

previously drilled or wells previously abandoned) from so much of the
(a) Proceeds of Oit and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease
burdens chargeable hercunder to the person who failed to make payment, previously accrued to the credit of the lost Lease or
Interest, on an acreage basis, up to the amount of unrecovered costs;
(b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hercunder to the person who failed
to make payment, up to the amount of ! d costs attributable to that portion of Oil and Gas thercafter produced and
keted (excluding production from any wells thereafler drilled) which, in the absence of such Leasc or Interest termination,
would be attributable to the lost Lease or Interest on an acreage basis and which as a result of such Lease or Intcrest
termination is credited to other parlies, the proceeds of said portion of the Oif and Gas to be contributed by the other parties
in proportion to their respective interests reflected on Exhibit "A"; and,
(¢) Any monics, up to the amount of unrccovered costs, that may be paid by any party who is, or becomes, the owner
of the Lease or Interest lost, for the privilege of participating in the Gontract Unit Arca or becoming a party to this agreement.
3. Qther Losses: All losses of Leases or Interests comniitied to this agreement, other than those set forth in Articles
IV.B.1. and IV.B.2. above, shall be joint losses and shall be bome by all parties in proportion to -their interests shown on
Exhibit "A." This shall include but not be limited to the loss of any Lease or Interest through failure to develop or because

express or implicd covenants have not been performed (other than perft which requires only the pay of money),
and the loss of any Lcase by cxpiration at the end of its primary term if it is not renewed or extended.  There shall be no
j of i in the ining portion of the Contract Linit Area on account of any joint loss.

4. Curing Title: In the event of a Failure of Title under Article IV.B.1. or a loss of title under Article IV.B.2. above, any
Lease or Interest acquired by any party hereto (other than the party whose interest has failed or was lost) during the nincty
(90) day period provided by Article IV.B.1. and Article 1V.B.2. above covering all or a portion of the interest that has failed
or was lost shall be offered at cost to the party whose interest has failed or was lost, and the provisions of Article VIILB.

shall not apply to such acquisition.

Lone Mesa Unit Operating Unit Agreement -4-
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:
Enduring Resourees, L1LC shall be the Operator of the Contraet Unil Area, and shall conduct
and direct and have full controf of all operations on the Centraet Linit Arca as permitted and required by, and within the limits of

this agreement. In its performance of services hercunder for the Non-Operators, Operator shall be an independent contractor
nol subject to the control or direction of the Non-Operators except as to the type of operation to be underiaken in accordance
wilh the clection procedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the
Non-Operators with authority to bind them to any obligation or liability® assumed or incurred by Operator as to any third
party. Operator shall conduct its activitics under this agreement as a reasonable prudent operator, in a good and workmanlike
manncr, with due diligence and dispatch, in accordance with good oilfield practice, and. in compliance with applicable law and

regulation, but in no event shail it have any lability as Operator to the other partics for losses sustained or labilities incurred
"

except such as may result from gross negli or willful
B, Resignation or Removal of Operator and Selection of Successor:

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thercof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contrect tinit Area, or is no longer capable of

scrving as Operator, Operator shail be deemed to have resigned without any action by Non-Oy cexcept the sef of a
successor.  Operator may be removed only for good cause by the affirmative vote of Non-Operators owning a majority interest
based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of -Operator; such vote shall not be
deemed effective until a written notice has been delivered to the Operator by a Non-Operator detailing the alleged default and
Operator has fuiled to cure the default within thirty (30) days from its receipt of the notice or, if the default concerns an
operation then being conducted, within forly-eight (48) hours of its receipl of the notice. For purposes hereof, "good cause" shall
or willful mi d but also the matcrial breach of or inability to meet the standards of

mean not only gross

operation contained in Article V.A. or material failure or inability to perform its obligations under this agreement.
Subject 10 Article VILD.1., such resignation or removal shall not become effective until 7:00 o'clock AM. on the first
day of the calendar month following the expiration of nincty (90) days after the giving of notice of resignation by Operator

or action by the Non-Operators to remove Operator, unless a successor Operator has been sclected and assumes the duties of
Operator at an earlier date. Operator, afler effective date of resignation or removal, shall be bound by the terms hereof as a
Non-Operator. A change of a corporatc name or structure of Operator or transfer of Operator's interest to any single

bsidiary, parent or corporation shall not be the basis for removaf of Operator.
Selection of Sucgessor Operator; Upon the resignation or removal of Operator under any provision of this agreenient, a
successor Operator shall be sclected by the parties.  The successor Operator shall be sclected from the parties owning an

interest in the Contract Unit Area at the time such Operator is sclected. The succ Operator shall be selected by the

affirmative vote of two (2) or more parties owning a majorily interest based on ownership as shown on Exhibit 8
provided, however, if an Operator which has been r d or is d d to have igned fails to vote or votes only to
succeed itself, the successor Operator shall be selected by the affirmative vote of the party or partics owning a majority
inlerest based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was
removed or resigned.  The former Operator shall promptly deliver to the successor Operator all records and data relating to

the operations conducted by the former Operator to the extent such rccords and data are not alrcady in the possession of the
successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
account.

3. Effcct of Bankruptcy: If Operator becomes insolvent, bankrupt or is placed in reccivership, it shall be deemed to have
resigned without any action by Non-Operators, cxcept the selection of a successor. If a petition for relief under the federal
bankruptey laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all
Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has eclected to reject or
assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in
possession, or by a trustec in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators,

except the sclection of 2 successor.  During the period of time the i Is operations, all actions shall
require the approval of two (2) or more parties owning a majority inlerest based on ownership as shown on Exhibit "A." In
the cvent there arc only two (2) parties to this agrcement, during the period of time the operating commiitec controis
operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be selected as a

L of the ing i and all actions shall requirc the approval of two (2) members of ‘the operating

commitice without regard for their interest in the Conteaet Unit Arca based on Lxhibit "A."
C. Employees and Contractors:

The number of employces or contractors used by Operator in conducting operations hereunder, their selcction, and the
hours of labor and the compensation for scrvices performed shall be determined Operator, and all such employees or
contractors shall be the employees or contractors of Operator.

D. Rights and Duties of Operator:

1. Competitive Rates and Use of Affiliates: All wells drilied on the Gontraet Unit Area shall be drilled on a competitive
contract basis at the usual rates prevailing in the area.  1f it so desires, Operator may cmploy its own tools and cquipment in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate of such charges
shall be agreed upon by the partics in writing before drilling operations are commenced, and such work shall be performed by

Operator under the same terms and conditions as arc customary and usual in the area in of independ
who are doing work of a similar nature. All work performed or materials supplicd by affiliates or related parties of Operator

shall be performed or supplicd at competitive rates, pursuant Lo written ag; , and in ¢ with and

standards prevailing in the industry.

2. DRischarge of Joint Agcount Qbligations; Except as hercin otherwise specifically provided, Operator shall promptly pay

and discharge expenses incurred in the develog and operation of the Contract Uni Arca pursuant to this agreement and shall

charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C."
Operator shall keep an accurate record of the joint account hercunder, showing expenses incurred and charges and credits
made and reccived.

3. Protection_from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts
of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in
respect of the Gontraet Uil Arca or any operations for the joint account thereof, and shall keep the Contract Unil Area free from

Lone Mesa Unit Operating Agreoment -5-
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or
materials supplied,

4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the
Contract Unit Arca, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid untif
used for their intended purposc or otherwisc delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator
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 scparate accounts for the funds of Non-Operators unless the
parties otherwise specifically agree.

5. Access to Contract Unit Area and Records: Operator shall, except as otherwise provided hercin, permit each Non-Operator
or ity duly authorized representative, at the Non-Operator's sole risk and cost, full and frec access at all reasonable times lo
all operations of every kind and characler being conducted for the joint account on the Contract Unit Area and to the records of
operations conducted thercon or production therefrom, including Operator's books and records relating thereto.  Such access
rights shail not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
Operator to furnish any geologic or geophysical data of an interpretive naturc unless the cost of preparation of such
interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copics of any
and all reports and information obtained by Operator in connection with production and related items, including, without

limitation, meter and chart reports, production p run tickets and monthly gauge reports, but excluding

purchase contracts and pricing information to the extent not applicable to the production of the Non-Operator sccking the
infosmation.  Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibi¢ "C."

6. Filing and Furnishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to
cach requesting Non-Operator not in default of its payment obligations, all operational notices, reports or  applications
required to be filed by local, Siate, Federal or Indian agencies or authorities having jurisdiction over operati I ler.
Lach Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

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

(a) Operator will promptly advise Non-Operators of the date on which the well is spudded, or the date on which

drilling operations arec commenced.

{b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well
as the Non-Op s shall bly request, including, but not limited to, daily drilling reports, completion reports, and well logs.

(c) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing
Qil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted

hereunder.
Any information furnished 10 or obtamed by o Non-Operator pursuant to Artickes V.3, V.D.0 and V.D.7 shall be maimtamed us contideniial
by the Non-Operator and shall not be disclosed by the Non-Qperator without the prior written consent of Opuratos.

Notwithstanding anything 1n this Agreement to the contrary. the nghts of'a Nan-Operator us set forth i Articles V.D.S, VD0 and V.D.7
shatt oaly apply i lavor of those Non-Operator Partics who are Consenu
ay the' Consenting Pacties are no longer entitled to the Non-Consenting
the proposed operation in'which the Non-Consenting Parties did not pa

artes with the respect 1 a propesed operaton, unttl such e

e of production. or the procecds therelrony, wurbutable

tepate.

8. Cosl_Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs
incurred for the joint account at reasonable intervals during the conduct of any operati I to this ag

Operator shall not be held liabie for errors in such cstimates so long as the estimates are made in good faith.

9. lnsurance: At all times while operations are conducted hereunder, Operator shall comply with the workers
compensation law of the state where the operations are being conducled; provided, however, that Operator 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 carry or provide insurance for the bencfit of the joint account of the parties
as outlined in Exhibit "D" attached hercto and made a part hercof. Operator shall require all contraclors engaged in work on

4 1

or for the Centraet Unil Arca to comply with the workers compensation law of the state where the operati arc being
and to niaintain such otlier insurance as Operator may require.

In the event bile liability i is specified in said Exhibit "D," or subsequently receives the approval of the )
partics, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive

equipment.
ARTICLE V1.
DRILLING AND DEVELOPMENT
A. Iuitial Test Wellz

On or before the day of - which 1s 515 (6) months teom the Elfective Date herein. Operator shall commence the
drilling of the Initial Test Well at the following location: at & Jegal location of Operator’s choree, withm the boundanies of the Lone Mesa
Uit located in T22N, RSW and T22N, ROW, San Juan County, New Mexieo

and shall thereafier continue the drilling of the well with due diligence w a depth suiticient o adequately wst the _
formation.

Operator shall have the nght to cease drilling any Honzontad or Muatu-fatetal Wel wt any tne, for any rason, aind any such Well shall he
deemed 1o have reached its objective depth so long as Operator has deilled any such Well 1o the objecuve formutionts) and has drilled

honzontally in the objective formationts) sullicient to testthe Mancos lormanon

i therein-by—alt ties—is—abli bieet~to—Article-ML-Ct
[ t by-al-parties—is Y-S0 to—Aflicie— V=t PaAFtetD
G ) 1A il I d-ArticleXt i
Hr P i and-Areh P and-Articie-x Has-it -oree-may;

B. Subsequent Operations: 0

1. Proposed Qperations: If any party hereto should desire to drill any well on the Contract Uit Arca other-than-the InitinlTesl-Well,
or if any parly should desire o Rework, Sid k, Deepen, R lete or Plug Back a dry hole or a well no longer capable of
producing in paying quantitics in which such party has not otherwise relinquished its interest in the proposed objective Zone under
this agreemient, the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written
notice of the proposed operation o the parties who have not otherwise relinquished their interest in such objective Zone

Loue Mesa Unit Operating Agrecment -6 -
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under this agreement and to all other partics in the case of a proposal for Sid king or Decpening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties 1o whom such a
notice is delivered shall have thirty (30) days afler receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. 1f a drilling rig is on location, notice of a proposal 1o
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-
cight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation.
Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be dclivered to all partics
within the time and in the manner provided in Article V1.B.6. :

If all parties to whom such notice is delivered elect 1o participate in such a proposed operation, the parties shall be
contractually committed "to participate therein provided such operations are commenced within the time period hereafter set

forth, and Gperator shail, no fater than ninety38) one hundred twenty (1261 days after expiration of the notice period of thirty (30) days (or

as promptly as practicable after the expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case maybe), actually

commence the proposed i and ft I it with due diligence at the risk and expense of

¥ P

h L said date may be extended upon wrilten notice of same

the parties participating therein; provided,
by Operator Lo the other parties, for a period of up to thirty-(38) sixty (00) additional days if, in the sole opinion of Operator, such
additional time is rcasonably necessary to oblain permits from governmental authoritics, surface rights (including rights-of-

way) or appropriate drilling i or to [ title ination or curative matter required for title approval or

acceptance.  If the actual operation has not been commenced within the time provided (including any cxtension thereof as
specifically permitted herein or in (he force majeure provisions of Article X1) and if any party hereto still desires to conduct
said operation, wrillen notice proposing same must be resubmitied to the other parties in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or

Sidetrack is made hercunder shall, if such parties desirc to participate in the proposed Deepening or Sidutracking operation,

reimburse the Drilling Partics in accordance with Article VLB4. in the cvent of a Deepening operation and in

with Article VL.B.5. in the event of a Sidetracking operation.

2. Operations by Less Than Alj Parties:

(a) Determination of Participation. [f any party to whom such notice is delivered as provided in Asticte VLB.1. or
VLC.1. (Option No. 2) clects not to participate in the proposed operation, then, in order 1o be cntitled to the benefits of this
Atticle, the party or parties giving the notice and such olher parlics as shall elect to paricipate in the operation shall, no
later than ninety (90) days after the cxpiration of the notice period of thirty (30) days (or as promptly as practicable afier the
expiration of the forty-cight (48) hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation and plete it with duc diligence. Operator shall perform all work for the account of the Consenting
Parties; provided, however, if no drilling rig or other cquipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Partics shall either; (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties, or (il) designate one of the Consenting Parties as Operator to perform such work. The

rights and dutics granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party.  Consenting Partics, when
conducting operations on the Contract Umt Area pursuant to this Article VL.B.2., shall comply with all terms and conditions of this
agreement.

If less than all partics approve any proposed operation, the proposing party, i liately after the expiration of the
applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its
recommendation as to whether the Consenting Partics should proceed with the operation as proposed. Lach Consenting Party,
within forty-cight (48) hours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
proposing party of its desire to (i) limit patticipation (o such party's interest as shown on Exhibit "A" or (ii) carry only its
proportionate part (determined by dividing such party's interest in the ontraet Unit Arca by the interests of all Consenting Parties in
the Gontract Unit Area) of Non-Consenting Partics' interests, or (iii) carry its proportionate part (determined as provided in (ii)) of
Non-Consenting  Partics' interests together with all or a portion of its proportionate part of any Non-Consenting Parties'

interests that any Consenting Party did not elect to take.  Any interest of Non-Consenting Parties that is not carried by a
Consenting Party shall be deemed to be carried by the party proposing the operation if such party does not withdraw its
proposal.  Failure to advise the proposing parly within the time required shall be deemed an election under (i). In the event a
drilling rig is on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a
total of forty-cight (48) hours (exclusive of Saturday, Sunday and legal holidays). The proposing party, at its clection, may
withdraw such proposal if there is less than 100% participation and shall notify all parties of such decision within ten (10)

g expiration of the app resp period.

locati foll

days, or within twenty-four (24) hours if a drilling rig is on
If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties
of their proportionate inleresls in the operation and the party serving as Operator shall commence such operation within the

peried provided in Article VLB, 1., subject to the same extension right as provided therein,

(b) Relinquishment_of Interest for Non-Participation, The cntire cost and risk of conducting such operations shall be
bome by the Consenting Partics in the proportions they have elected to bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the feaschold estates involved in such operations free and clear of all liens and
cncumbrances of every kind created by or arising from the operati of the C ing Parties. If such an operation results
in a dry hole, then subject to Articles V1.B.6. and VIE3., the Consenting Partics shall plug and abandon the well and restore
the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Partics that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those cosis were not

] by the sut i of the Conscnting Partics.  If any well dnlied, Reworked, Sidetracked, Decpencd,

1! P

Recomplcted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantilics, the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk, and the
well shall then be tumed over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the
expense and for the account of the Consenting Partics.  Upon commencement of operations for the drilling, Reworking,

Lone Mcsa Unit Operating Agreement -7-
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Sidetracking, Recompleting, Deepening or Plugging Back of any such well by Consenting Parties in accordance with the
provisions of this Article, cach Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, and the
Consenting  Partics shall own and be entitled to receive, in proportion to their respective interests, all of such Non-
Consenting Party's interest in the well and share of production therefrom or, in the case of a Reworking, Sidetracking,
Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VLC.1. Option No. 2, all of such Non-
Consenting  Party's interest in the production obtained from the operation in which the Non-Consenting Party did not clect
to participate.  Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or

market value thereof if such share is not sold (after deducting applicable ad valorem, production, severance, and excise taxes,
\

royalty, oversiding royalty and other interests not excepted by Article IILC. payable out of or d by the pe
from such well accruing with respect to such interest until it reverts), shail equal the total of the following:

(1))200__ % of cach such Non-Conscnting Party's share of the cost of any newly acquired surface equipment
beyond the wellhead connections (including but not limited to stock tanks, scparators, treaters, pumnping cquipment and
piping), plus 100% of cach such Non-Consenting Party's share of the cost of operation of the well commencing with first

production and continuing unti! ecach such Non-C ing Party's’ r interest shall revert to it under other
provisions of this Article, it being agreed that cach Non-Consenting Party's share of such costs and cquipment will be that
interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning
of the operations; and

(i)d00__ % of (a) that portion of the costs and cxpenses of drilling, Reworking, Sidetracking, Decpening,
Plugging Back, testing, Completing, and R pleti after deducting any cash contributions received under Article VIILC.,
and of (b) that portion of the cost of newly acquired cquipment in the well {to and including the wellhcad connections),

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

Notwithstanding anything to the contrary in this Article VLB, if the well does not reach the deepest objective Zone
described in the notice proposing the well for rcasons other than the encountering of granite or practically impenctrable
substance ‘or ofher condition in the hole rendering further operations impracticable, Operator shall give notice thereof to cach
Non-Consenting Party who submitted or voted for an aliernative proposal under Article VIB.6. to drill the well to a
shallower Zone than the deepest 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 by paying its share of the
cost of drilling the well to its actual depth, calculated in the manner provided in Article VILB.4. (a). If any such Non-
Consenting Party does not clect to participate in the first Completion proposed for such well, the relinquishment provisions
of this Article VL.B.2. (b) shall apply to such party's interest.

(c} Reworking, Recompleting or Pluygging Back. An election not to participate in the drlling, Sidetracking or
Deepening of a well shall be decmed an clection not to participate in any Reworking or Plugging Back operation proposcd in
such a well, or portion thereof, to which the initial non-consent clection applied that is conducted at any time prior to full
recovery by the Consenting Parties of the Non-C ing Party's D amount.  Similarly, an election not to

participate in the Completing or Recompleting of a well shall be deemed an clection not to participate in any Reworking

operation proposed in such a well, or portion thereof, to which the initial non-consent election applied that is conducted at

any time prior to full recovery by the Consenting Partics of the Non-C ing Party's [ amount.  Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed part of the
cost of operation of said well and there shall be added 10 the sums to be r ped by the C ing Parties 100% of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to
such Non-Consenting Party had it participated therein. I such a Reworking, Recompleting or Plugging Back operation is
proposced during such recoupment period, the provisions of this Article VIB. shall be applicable as between said Consenting

Parties in said well.
(d) Recoupment Matters. During the period of time Consenting Parties are cntitled to receive Non-Consenting Party's

share of producti or the | ds therefrom, C Parties shall be ponsible for the pay of all ad valorem,

production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepled by Article I11.C.
In the case of any Reworking, Sidetracking, Plugging Back, R pleting or Deepeni perati the C

Partics shall be permitied to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all

such cquipment shall remain unchanged; and upon aband of a well after such Reworking, Sidetracking, Plugging Back,

R leting or D ing, the C mg Partics shall account for all such cquipment to the owners thereof, with each

party receiving its proportionate part in kind or in value, less cost of salvage.
Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations

for the Conscnting Partics shall furnish cach Non-Consenting Party with an inventory of the equi in and d to
the well, and an itemized statement of the cost of drilling, Sidewracking, Deepening, Plugging Back, testing, Completing,
R pleti and cquipping the well for production; or, at its option, the operating party, in lieu of an ilemized statement

of such costs of opcration, may submit a detailed statement of monthly billings. Each month thereafter, during the time the
Consenting  Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of
the well, together with a stalement of the quantity of Oil and Gas produced from it and the-amount of proceeds realized from
the sale of the well's working interest production during the ding month. In determining the quantity of Oil and Gas
produced during any month, Consenting Partics shall use industry accepted methods such as but not limited to metering or

periodic well tests.  Any amount rcalized from the sale or other disposition of equipment newly acquired in connection with
any such operation which would have been owned by a Non-Consenting Party had it participated thercin shall be credited
against the total unrcturned costs of the work donce and of the cquipment purchased in determining when the interest of such
Non-Consenting Party shall revert to it as above provided; and if there is a credit Lalance, it shall be paid to such Non-
Consenting Party.

If and when the Consenting Parties recover from a Non-C ing Party's relinquished interest the amounts 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 whicli such recoupnient occurs, and, fiom and afler such reversion, such Non-Conscating Party shall
own (he same inferest in such well, the material and cquipment in or pertaining thereto, and the production therclrom as
such Non-Consenting Party would have been entitled to had it pasticipated in the drilling, Sidetracking, Reworking,
Deepening, Recompleting or Plugging Back of said well.  Thereafier, such Non-Consenting Party shall be charged with and
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shall pay its propomonalc part oflhc further costs of the operalxon of said well including, pluubuﬁ, and abandonment, LIL.m ap and damages
accordance ith terms of this agreement and hibit o tached hercto.

3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized dcp(h and all tests have
been cpmpleted and the cesults thereof furnished to the parties, or  when operations on the well have been otherwise
terminated pursuant to Article VLI, stand-by costs incurred pending responge to a party's notice proposing a Reworking,

Sidetracking, Decpening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Article VLB.G. to resolve competing proposals) shall be charged and borne as part of the drilling or Deepening
operation just completed.  Stand-by costs subscquent to all parties responding, or expirgtion of the response time permitied,
whichever first occurs, and prior to agreement as to the participating interests of atll Consenting Parties pursuant to the terms
of the sccond grammatical paragraph of Article VLB.2. (a), shall be clnq,cd to and bome as part of the proposed operation,
but if the proposal is subsequently withdrawn b of insufficicnt participati such stand-by costs shall be allocated
between the Consenting Parties in the proportion each Consenting Party's interest as shown on Exhibit "A" bears to the total

“interest as shown on Exhibit "A" of all Consenting Parties.
14

or "y )Lll
In the.cvent that notice for a Sidetracking / opc;-x 1011 l.s given while the drilling rig to be utilized is on location, any party
may request and reccive up to five (5) additional days afier expiration of the forty-cight hour response period specified in

Article VI.B.1. within which to respond by paying for all stand-by costs *and other costs incurred during such extended

responsg period; Operator may require such party to pay the cstimated stand-by time in ad as a condition to di

the response pcrisd. If more than one party elects to take such additional time to respond to the notice, standby costs shall be
aflocated between the parties taking additional time to respond on a -day-to-day basis in the proportion cach clecting party’s *
interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the clecting partics.

4. Deepening: If less than all parties elect to participate in a drilling, Sid kil or Decpening operation proposed
pursuant to Article VLB.1, the interest relinquished by the Non-Consenting Partics to the Consenting Parties under Anicle
VIB.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 notice under Article VIB.1. ("Initial Objective”). Such well shall not be Deepened beyond the
initial Objective without first complying with this Article to afford the Non-Consenting Parties the opportunity to participate

* in the Deepening operation.

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

such party shall give notice thercof, plying with the requi of Aricle VLB.1, to all parties (including Non-
C ing Partics). Th pon, Anicles VLB.1. and 2. shall apply and all parties recciving such notice shall have the right to
participate or Yot pammpnle in the Deepening of such well pursuant to said Articles VLB.1. and 2. If a Deepening operation

is approvcd pursuant to” such provisions, and if any Non-Consenting Party clects to participate in the Decpening operation,
such Non-Cnnscmmg party shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal 1o Deepen is made prior to the Completion of such wetl as a well capable of producing in paying
quantitics, such Non-Consenting Panty shall pay (or reimburse Consenting Parties for, as the casc may be) that share of costs

and cxpenses incurred in conncetion with the drilling of said?well from the surface to the Initial” Objective which Non-

-Consenting Parly would have paid had such Non-Consenting Party agreed to participate therein, pius the Non-Consenting

Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other
provisions of this A provided, b L all costs for testing and Completion or ] Completion of the well

igcurred by Consenting Partics prior 1o the point of actual operations (o Deepen beyond the Initial Objective shall be for ihe
solc account of Consenting Partics.

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing
in paying quantilies, but is no longer capable of producing in paying quantities, such Nou-C ing Party shall pay (or
reimburse  Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Completing, and
cquipping said well from the surface to the Initial Objective, calculated in the manner provided in paragraph (a) above, less
those costs recouped by the Consenting Parties from the sale of production from the well. The Non-Consenting Party shall
also pay its proportionate share.of. all costs of re-cntering said well.  The Non-Consenting Partics' proportidnate part (based
on the percentage of such well Non-Consenting Party would have owned had it previously participated in such Non-Conscnt
Well) of the costs of salvable materials and cquipment remaining in the hole and salvable surface equipment used in
connection with such well shall be determined in accordance with, Exhibit "C." If the Conscnhng, Partics have recouped the
cost of drilling, Completing, and equipping the well at the time such Deepeni p is d 1, then a Non-
Consenting Party may patticipate in the Deepening of the well with no payment for costs incurred prior to re-entering the

well for Decpening
The foregoing shall not imply a right of any C ing Party to propose any Decpening for a Non-Consent Well prior
to the drilling of such well 10 its Initial Objeclive without the consent of the other Consenling Parties as provided in Article

VLE, This Artete V13,4 shall not apply ta Deepening operations withinan existing Laterad of a Horzonwl or Multi-Lateral Well. The Non-
Consenting Partics non-consent election shall be deemed 1o also apply to any Deepening or extending operation wiihin an exisung Lateral off

i Hnrlmm.xl or Mulli-Lateral well. ) ) .
S. Sidetracking: Any party having the right to participate in a proy d Sids king op that does not own an

interest in the affected wellbore at the time of the notice shall, upon clecting to participate, tender to the wellbore owners its
proponionate share (equal to its interest 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 Sid king an existing dry hole, reimbursement shall be on the basis of the actual costs
incurred in the initial drilling of the well down to the deptl at whigh the Sid king operation is initiated.
(b) If the proposal is for Sidetracking a well which has previously produced, reiml shall be on the basis of

such panys proportionate share of drilling and equipping costs incurred in the initial dnllm;, of the well down to the depth
at which the Sidetracking operation is conducted, calculated in the manner described in Article VI.B.4(b) above.” Such pasty's
-proportionate sharc of the cost of the well's salvable materials and cquipment down to the depth at which the Sidetracking

operation is initiated shall be determined in accordance with the provisions of Exhibit "C."
This Article VLIS, “Sidetracking” shail not apply to operavions iy s exisimy Lateral ol o Horzontal or \hl]n Latern) Well, Drihog
Operations which are intended to recover penetration of the objective formattongs) which wre conducted o Horzzontl or Muln-Lateral Well

shail be considered as mdudud in e original proposed drilling operations
6. Qrder of Py of O Except as olhcrwnsc specifically provided in this agreement, if any party desires to

dh {licts with a proposal that has been made by a party under this Article VI, suchi

prop the of an operation that
party shall have fifieen (15) days from delivery of the initial proposal, in the case of a proposal to drill a well or to perform
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an operation on a well where ao drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and lcgal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the well on which such operation is to be
conducted, to deliver to all partics entitled to participate in the proposed operation such party’s alternative proposal, such
alternate proposal to contain the same informalion}cquircd 10 be included in the initial proposal. Each party receiving such
proposals shall clect by dclivery of notice lo Operator within five (5) days after expiration of the proposal period, or within
twenty-four (24) hours (cxclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that is the
subject of the proposals, to participate in oune of the competing proposals. Any party not electing within the time required
shall be deemed not to have voted. The proposal receiving the vote of partics owning the largest aggregate percenlage
interest of the parties voting shall have priority over all other competing proposals; in the case of a tie vole, the initial proposal shall
prevail.  Operator  shall deliver notice of such r.esuh to all parties entitled 1o participate in  the operation
within five (5) days after expiration of the clection period {or within twenty-four (24) hours, exclusive of Saturday, Sunday
and fegal holidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on location) from receipt of such notice to clect by delivery of notice ta Operator 1o participate in such operation or to
relinquish interest in the affected well pursuant to the provisions of Article VEB.2; failure by a party to deliver notice within
such period shall be decmed an clection not to participate in the prevailing proposal.

7. Conformity to Spacing Pattern, Notwill Jing the provisions of this Article VLB.2., it is agreed that no wells shall be
proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract

Area is producing, unfess such well conforms to the then-existing well spacing pattern or an approved exception thereto for such Zone.
8. Paying Wells, No panty shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement with respect to any well then capable of producing in paying ities  except

with the consent of all partics that have not relinquished interests in the well at the time of such operation.
C. Completion of Wells; Reworking and Plugging Back:

1. Complction: Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well
drilled, Deepencd or Sid ked to the provisions of Adicle VIB.2. of this agrcement.  Consent to the drilling,

Deepening or Sidetracking shall include s 10 Horizonial or Multi-Lateral Wells Opuon | below and as to Venical Welis Option 2 below:

1 Option No, 1 {Forizonai Wells): All necessary expenditures for the drilling, Decpening or Sidetracking, testing, Completing and
cquipping of the-well, a [orizomal or Mulu-Lateral Well including necessary tankage and/or surface facilitics. For any
Hornzontad or Multi-Lateral Welt subjuet to this Agreement, Completion operations shall be wcluded 1 the proposed drilling
operations for such well.

B Option No. 2 (Vertical Wells): All y expenditures for the drilling, Deepening or Sidetracking and testing of the-well o
Vertical Well. When such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the
Results thereof furnished to the partics, Operator shall give immediate notice to the Non-Operators having the right to

participate in a Completion attempt whether or not Operator d pting to  Compl the well,
together with Operator's AFE for Completion costs if not previously provided. The parties receiving such notice
shall have forty-cight (48) hours (exclusive of Sawrday, Sunday and lcgal holidays) in which to elect by delivery of
notice to Operator to parlicipate in a recommended Completion attempt or to make a Completion proposal with an
accompanying AFLE.  Operator shall deliver any such Completion proposal, or any Completion proposal conflicting
with Operator's proposal, to the other partics entitled to participate in such Completion in accordance with the
procedures specified in Article VI.B.6.  Election to participate in a Completion attempt shall include consent to all
y expenditures for the Completing and equipping of such well, including nccessary tankage and/or surface

but luding any stimulati peration  not incd on the Completion AFE.  Failure of any party

receiving such notice 10 reply within the period above fixed shall constitute an election Ly that party not to
participate in the cost of the Completion attempt; provided, that Aricle VLB.6. shall control in the case of
conflicting Completion proposals. If one or more, but less than all of the parties, clect to attempt a Completion, the

provision of Article VLB.2. hereof (the phrase “Reworking, Sid king, Deepening, Recompleting or Plugging
Back" as contained in Asicle VLB.2. shall be deemed to include "Completing") shall apply to the operations
thereafter conducted by less than all partics; provided, however, that Article VI.B.2. shall apply scparately to cach

P Compl or R fetion attempt undertaken hereunder, and an efection to becomo# a Non-Consenting
Party as to one ?omplclion or Recompletion attempt shall nol prevent a party from becoming .a Consenting Party
in  subseq Completi or R Jeti pts  regardless  whether the Consenting  Parties as  to  carlier
Completi or R letion have recouped their costs pursuant 1o Anicle VIB.2; provided funther, that any

recoupment of costs by a Consenting Party shall be made solely from the production atiributable to the Zone in
which the Completion attempt is made. Election by a previous Non-Consenting party to participate in a subscquent
Completion or Recomplction attempt shall require such party to pay its proportionate share of the cost of salvable

materials and equipment installed in the well pursvant to the previ Completion or R letion  attempt,
insofar and only insofar as such materials and cquipment benefit the Zone in which such party paticipates in a
Completion attempt.

2. Rework, Recomplete or Pluy Back: No well shall be Reworked, Recompleted or Plugped Back except a well Reworked,
Recompleted, or Plugged Back pussuant to the provisions of Article VLB.2. of this agreement.  Consent to the Reworking,
Recompleting or  Plugging Back of a well shall include all necessary expenditures in conducting such operations and
Completing and cquipping of  said well, including necessary tankage and/or surface facilities.
D. Other Operations:

Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of

Que [{undred Thuusing, Dollars ($_100000 00 ) except in conncction with the
drilling, Sidetracking, Reworkipg, Deepening, Completi R pleting or Plugging Back of a well that has been previously
authorized by or p to this ag ;. provided, & . that, in casc of explosion, fire, flood or other sudden

cmergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the
emergency to the other partics, lf.Opcralur prepares an AFE for its own use, Operator shall furnish any Non-Operator so
requesting an information copy thereof for any single project costing in excess of __ Qo thimdied Thousund__ Dollars
($__100.000.00, ). Any party who has not relinquished its interest in a well shall have the right to propose that
Operator perform repair work or undertake the installation of artificial lft cquipment or ancillary production facilities such as
salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (but
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not including the installation of gathering lines or other transportation or marketing facilitics, the installation of which shall
be governed by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the
amount first set forth above in this Article VID. (except in connection with an operation required to be proposed under
Articles VIB.1. or VEC.1. Option No. 2, which shall be governed exclusively be those Articles). Operator shall deliver such
proposal to all partics cntitled to participate therein.  If within thirty (30) days thercof Operator sccures the written consent
of any party or partics owning at least ______§1 _% of the interests of the parties entitled to participate in such operation,
each party having the right to participate in such project shall be bound by the terms of such proposal and shall be obligated
to pay its proportionate sharc of the costs of the proposed project as if it had consented to such project pursuant to the terms
of the proposal.

E. Abandonment of Wells:

. Abandonment_of Dry Holes: Lxcept for any well drilled or Deepened pursuant to Article VIB.2., any well which has
been-drilled or Deepened under the terms of this ag and is proposed te be leted as a dry hole shall not be plugged and
abandoned without the consent of all parties. Should Operator, after diligent effort, be unable to contact any
party, or should any party fail to reply within forty-cight (48) hours (cxclusive of Saturday, Sunday and legal holidays) aller

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

bandoned with applicable regulati and at the

in J

proposed abandonment.  All such wells shall be plugged and
cost, risk and cxpense of the partics who participaled in the cost of drilling or Deepening such well.  Any party who objects to
plugging and abandoning such well by notice delivered to Operator within forty-cight (48) hours (exclusive of Saturday,
Sunday and legal holidays) after delivery of notice of the proposed plugging shall 1ake over the well as of the end of such
forty-cight (48) hour notice period and conduct further operations in search of Qil and/or Gas subject to the provisions of
Article V1B.; failure of such party to provide proof rcasonably satisfactory to Operator of its financial capability to conduct
such operations or to take over the well within such period or thereafter 1o conduct operations on such well or plug and
abandon such well shall entitfe Operator to retain or take possession of the well and plug and abandon the well. The party
taking over the well shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any further operations conducted on such well except for (he costs of plugging and abandening the well and
restoring the surface, for which the abandoning parties shall remain proportionately liablg.

2. Abandonment of Wells_That Have Produced: Except for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has
been completed as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent 1o
such abandonmicnt, the well shall be plugged and abandoned in 1 with applicabl gulati and at the cost, risk
and expense of afl the parties hereto. Failure of a party to reply within sixty (60) days of delivery of notice of proposed
abandonment shall be deemed an clection to consent to the proposal.  If, within sixty (60) days after delivery of notice of the
proposed abandonment of any well, all parties do not agree to the abandonment of such well, those wishing to continue its
operation from the Zone then open to production shall be obligated to take over the well as of the expiration of the

applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties
against liability for any further operations on the well conducted by such partics. Failure of such party or parties to provide
proof reasonably satisfactory to Operator of their financial capability to conduct such operations or 1o take over the well
within the required period or thereafter to conduct operations on such well shall entitle operator to retain or take possession
of such well and plug and abandon the well.

Parties taking over a well as provided herein shall tender to cach of the other pasties its proportionate share of the value of
the well's salvable matcrial and cquipment, determined in accordance with the provisions of Lxhibit "C," lcss the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, that in the event
the estimated plugging and abandoning and surface restoration costs and the estimated cost of salvaging are higher than the
value of the well's salvable material and cquipment, cach of the abandoning partics shall tender to the partics continuing
operations their proportionate shares of the cstimated excess cost. Lach abandoning party shall assign to the non-abandoning
parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all
of its interest in the wellbore of the well and related equipment, together with its interest in the Leaschold insofar and only
insofar as such Leaschold covers the right to obtain production from that weilbore 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 non-
abandoning party or parties an oil and gas lease, limited to the wellbore and the Zone then open to production, for a term of
one (1) year and so long therealer as Oil and/or Gas is produced from the Zone covered thereby, such lease to be on the form
attached as Exhibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located.
The payments by, and the assignments or lcases to, the assignees shall be in a ratio based upon the relationship of their
respective | ge of participation in the Contraet Unit Arca to the aggregate of the percentages of participation in the Contract
Area of all assignecs. There shall be no readj ofi in the ining portions of the Contsact Ll Area.

Thereafter, abandoning partics shall have no further responsibility, liability, or interest in the operation of or production

from the well in the Zone then open other than the royaltics retained in any lease made under the terms of this Anicle.  Upon
request, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and

d by this ag , plus any additional cost and charges which may arisc as the result of the separate

charges
ownership of the assigned well.  Upon proposed aband of the producing Zonc assigned or leased, the assignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in

further operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VLL.I. or VLE2. above shall be applicable as
between Consenling Partics in the event of the proposed abandonment of any well excepted from said Articles; provided,
however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further

operations thercin have been notificd of the proy { abands and fed the opportunity to elect to take over the well
in d with the provisi of this Article VLE.; and provided further, that Non-Consenting Partics who own an interest
in a portion of the well shall pay their proportionate shares of abandonment and surface restoration’ cost for such well as
provided in Article VIB.2.(b).
I. Termination of Operations:

Upon the of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,

Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without
consent of parties bearing K| % of the costs of such operation; provided, however, that in the cvent granite or other
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practically imy ble sul or it in (he hole is encountered which renders further operations impractical,

Operator may discontinue operations and give noticc of such condition in the manner provided in Articje VIB.I, and the
provisions of Article VIB. or VLE. shall thercafter apply to such operation, as appropriate.
G. Taking Production in Kind:

Ollgion No. 1: Gas Balancing Agreement Attached*to be effective as of the date Approval of the Lone Mesa Unit by the Burean
anagcment and F.IL.M.O.

Each party shall take in kind or scparately dispose of its proportionate share of all Qil and Gas produced from the Centraet Uinit

]
of Land

Area,
exclusive of production which may be used in develop and  produci perati and in  preparing and

treating Oil and Gas for marketing purposes and production unavoidably lost. Any extra expenditurc incurred in the taking

in kind or scparate disposition by any pasty of its preportionate share of the production shall be borne by such party. Any

party taking its sharc of production in kind shall be required to pay for only its proportionate sharc of such part of
Operator's surface facilities which it uses.

Each party shall cxecute such division orders and contracts as miy be necessaty for the sale of its interest in
production from the Centraet Unil Area, and, except as provided in Article VILB., shall be entitled 1o receive payment
dircctly from the purchaser thercof for its share of all production.

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate
share of the Oil and/or gas produced from the Contsaet Uit Arca, Operator shall have the right, subject to the revocation at will by

18§ the party owning it, but uot the obligation, to purchase such Oil and/ or gas or scll it to others at any time and from time to

19
20
21

22

-34

time, for the account of the non-taking party. Any such purchase or sale by Operator may be terminated by
Operator upon at least ten {10} days written notice to the owner of said production and shall be subject always to
the right of the owner of the production upon at least ten (10) days written notice to Operator to exercisc at any
time its right to take in kind, or separatcly dispose of, its share of alt Oil and/or gas not previously delivered to a purchaser
Any purchase or sale by Operator of any other panty’s share of Oil and/ or gas shall be only for such reasonable periods of time
as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a
periad in excess of one (1} year.

Any such sale by Operator shall be in a manner cially ble under the cir tances but Operator
shall have no duty to share any cxisting market or to obtain a pricc equal to that reccived under any existing
market. The sale or delivery by Operator of a non-taking party's share of Oil and/or gas under the terms of any existing

contract of Operator shall not give the non-taking party any interest in or make the non-taking party a party to said
comtract.  No purchase shall be made by Operator without first giving the non-taking party at lcast ten (10) days
wrilten notice of such intended purchase and the price to be paid or the pricing basis to be used.

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

In the event onc or mwre parties’ separate disposition of its share of the Gas causes split-stream deliveries to separate
pipelines and/or deliveries which on a day-to-day basis for any rcason are not exactly equal to a party's respective proportion-
ate share of total Gas sales to be allocated to it, the balancing or ing between the parties shall be in accordance with

any Gas balancing agreement between the parties hereto, whether such an agreement is attached as Exhibit “E" or is a
scparate agreement,  Operator shall give notice to all pasties of the first sales of Gas from any well under this agreement.

O Option-Nec2:No-Gas-Balancing-Ag,
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Operator—shall—maintain—records—of—ali—marketing —and~—of—vol ectually—sold—or ported—which
records-shali-be-made-aveilable-to-Non-Q upen bierequest:
ARTICLE V1L,
EXPENDITURES AND LIABILITY OF PARTIES ,

A. Liability of Parties:

The liability of the parties shall be several, not joint or coilective. Lach party shall be responsible only for its obligations,
and shall be liable only for its proportionate share of the costs of developing and operating the Contraet Unit Arca.  Accordingly, the
liens granted among the partics in Article VILB. are given to sccure only the debts of cach severally, and no party shall have

any liability to third parties hereunder 1o satisfy the default of any other party in the p of any cxpense or

hercunder. It is not the intention of the partics lo create, nor shall this agreement be construed as creating, a mining or other
partnership, joint venture, agency relationship or association, or to render the parties liable as partners, co-venturers, or
principals.  In their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have

blished a fidential rel hip but rather shall be free to act on an arm's-length basis in accordance with their own

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

Each party grants to the other parties hercto a lien upon any interest it now owns or hercafter acquires in Oil and Gas
Leases and Ol and Gas Interests in the Contract Unit Area, and a security interest and/or purchase money sccurity interest in any

interest it now owns or | 1 tuires in the p 1 property and fixtures on or used or obtained [or use in conncction
therewith, to secure performance 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 | der, the assiy or relinquisk of interest in Oil
and Gas Leases as required hereunder, and the proper perfi of operati h ler.  Such lien and security interest

granted by cach party hercto shall include such party's leaschold interests, working interests, operating rights, and royalty and

overriding royalty interests in the Contract Unit Area now owned or hereafter acquired and in lands pooled or unitized therewith or
otherwise becoming subject lo this agrecement, the Oil and Gas when exwracted therefrom and equipment situated thereon or
used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts
(including, without limitati arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead),
of the

I 4

contract: rights, inventory and gencral intangibles relating thereto or arising . and all p Is and p

foregoing.
To perfect the lien and security agreement provided herein, cach party hereto shall execute and acknowledge the recording

supplement and/or any fi i prep and

! by any party herelo in conjunction herewith or at any time

1 B th

following cxccution hereof, and Operator is authorized to file this agreement or the recording supp as

a lien or mortgage in the applicable real cstate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state in which the Centract Unit Area is situated and such other states as Operator shail deemi appropriate

to perfect the sceurity interest granted hereunder.  Any party may file this agreement, the r ling supp
herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records and/or a
financing statement with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and sccurity interest granted by such party to
the other partics shall be a first and prior licn, and cach party hercby agrees to maintain the priority of said lien and sccurity
interest apainst all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or
under such party. All panties acquiring an interest in Oil and Gas Leases and Oil and Gas Inerests covered by this agreement,
whether by assignment, merger, morngage, operation of law, or otherwisc, shall be deemed to have taken subject
to the lien and security interest granted by this Article VILB. as to all obligations attributable to such interest hercunder
whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have a sccurity interest under the Uniform Commertial Code of the state in which the
Contract Uit Area is situated, they shall be cutitled to exercise the rights and remedies of a secured party under the Cade.
The bringing of a suit and the obtaining of judgmenmt by a party for the sccured indebtedness shall not be deemed an
clection of remedies or otherwise affect the lien rights or sccurity interest as sccurity for the payment thereof In
addition, upon defauit by any party in the payment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operator, the other parlics shall have the right, without prejudice to other rights or remedics, to collect
from the purchaser the procceds from the sale of such defaulting party’s share of Oil and Gas until the amount owed by
such party, plus, interest as provided in “Exhibit C." has been received, and shall have the right to offset the amount
owed against the proceeds from the sale of such defaulting party's share of Oil and Gas.  All purchasers of production
may rely on a notification of default from the non-defaulting party or parties stating the amount due as a result of the

default, and all partics waive any recourse available against s for releasi producti proceeds as provided in

this paragraph.
If any party fails 10 pay its share of cost within onc hundred twenty (120) days after rendition of a statement therefor by
Operator, the Jefaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in (he

proportion that the interest of cach such party bears to the interest of all such parties. The amount paid by each party so
paying its share of the unpaid amount shall be sccured by the liens and security rights described in Article VILB,, and each
paying pany may independently pursue any remedy available hereunder or otherwise.

If any party does not perform all of its obligations hercunder, and the failure to perform subjects such party to foreclosure

or cxecution procecedings pursuant to the provisi of this , to the extent allowed by governing law, the defaulting
parly waives any available right of redemption from and after the date of judgment, any required valuation or appraisement
of the mortgaged or sccurcd property prior 10 sale, any available right to stay exccution or to require 2 marshaling of assets
and any required bond in the cvent a recciver is appointed. In addition, to the extent permitted by applicable law, each party
hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hercunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party agrees that the other partics shall be entitied to utilize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contraet Unit Area is situated to enforce the obligations of cach party hercunder.  Without limiting
the penerality of the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or
atilize the mechanics' or matertalmen's lien law of the state in which the Contract Unil Area is siluated in order to sccure the
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payment to Operatlor of any sum due hercunder for services performed or materials  supplied by Operator.
C. Advauces:

Operator, at its clection, shall have the right from timg to time to demand and receive from one or more of the other
partics payment in advance of their respective shares of the estimated amount of the cxpense to be incurred in operations
only by submission to each such party of an

i

hercunder during the next succeeding month, which right may be
itemized statement of such estimated expense, together with an invoice for its share thereof. Each such statement and invoice
for the-payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month.
Each party shall pay to Operator its propostionate sharc of such cstimate within fifteen (15) days after such estimate and
invoice is received. I any party fails to pay its share of said cstimate within said time, the amount due shall bear interest as
provided in Exhibit "C" untit paid. Proper adjustment shall be made monthly between ad and actual exp to the end

that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.
D. Defaults and Remedies: .

If any party fails (o discharge any financial obligation under this agreement, including without limitation the failure to
make any advance under the preceding Article VILC. or any other provision of this agreement, within the period required for
such payment hercunder, then in addition to the remedies provided in Article VILB. or clsewhere in this agreement, the
remedies specified below shall be applicable. For purposes of this Article VILD., all notices and elections shall be delivered
Jefaulting Non-Operator,

only by Operator, except that Operator shall deliver any such notice and electi ] d by a
and when Operator is the party in defauit, the applicable notices and elections can be delivered by any Non-Operator.
Election of any one or more of the following remedies shall not preclude the subsequent use of any other remedy specified
below or otherwise available to a non-defaulting party.

|. Suspension of Rights: Any party may deliver to the party in default a Notice of Default, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure to take such action will result in the exercise of one
or more of the remedics provided in this Article. If the default is not cured within thirty (30) days of the defivery of such
Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until *the
default is cured, without prejudice to the right of the non-defaulting party or parties to continue to enforce the obligations of
the defaulting party previously accrued or thereafter accruing under this agreement. If Operator is the party in default, the
Non-Operators shall have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Unit Arca
afler excluding (he voling interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting
party that may be ded | der at the clection of the defaulting partics shall include, without limitation, the right

to receive information as to any operati conducted | fer during the period of such default, the right to clect to

participale in an operation proposed under Article VIB. of this agreement, the right to participate in an operation being
conducted under -this agreement even if the party has previously clected to participate in such operation, and the right to

. receive proceeds of production from any well subject to this agreement.

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

3. Decemed Non-Consent: The non-defaulting party may deliver a  written Notice of Non-Consent Election to the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is to be or has been plugged as a dry hole, or for the Completion ar Recompletion of any well, the defaulting
party will be conclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with
respect thercto under Acticle VLB, or VIC., as the case may be, to the cxtent of the costs unpaid by such party,
notwithstanding any clection to participate theretofore made.  If election is made to proceed under this provision, then the
non-defaulting partics may not clect to sue for the unpaid amount pursuant to- Article 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 sharc of costs plus interest at the rate sct forth in Exhibit "C,” provided, however, such
payment shall not prejudice the rights of the non-defaulting partics to pursuc remedies for damages incurred by the non-
defaulling partics as a result of the default.  Any interest relinquished pursuant 1o this Article VILD.3. shall be offered to the
non-defaulting parties in proportion o their interests, and the lefaulting partics clecting to participate in. the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their clection to participate therein. '

4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators i Operator is the defaulting party, may thercafler require advance payment from the defaulting
party of such defaulting party's anticipated share of any item of cxpense for which Operator, or Non-Operators, as the casc may
be, would be entitled 10 reimbursement under any provision of this agreement, whether or not such expense was the subject of

the previous default.  Such right includes, but is not limited to, the right to requirc ad pay for the ! costs of
drilling a well or Completion of a well as to which an clection to participate in drilling or Completion has been made. If the
defaulting party fails to pay the required ad pay , the lefaulting parties may pursue any of the remedics provided

in the Article VILD. or any other default remedy provided clsewhere in this agreement.  Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

5. Costs and_Aulorneys' Fees: In the cvent any party i required to bring legal proceedings to cnforce any [inancial
obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
cotlection, and a reasonable attorney's fee, which the licn provided for herein shall also secure.

E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid
by the party or parties who subjected such lcase to this agreement at its or their expense.  In the event two or marc partics
own and have contributed interests in the same leasc to this agreement, such parties may designale one of such parties to
make said payments for and on behalf of all such parties. Any party may request, and shall be entitied to receive, proper
cvidence of all such payments. In the cvent of failure to make proper payment of any rental, shut-in well payment or

minimum royalty through mistake or oversight where such pay is required to i the lease in force, any loss which
results from such non-paymient shall be borne in.accordance with the provisions of Article IV.B.2.

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to
production of a producing well, at Jeast five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such

Lone Mesa Unit Operating Agreement -14-




woE W N -

o 3 o

°

1

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

28
29
10
31
32
33
34
35
36
37
38
39
40
41
a2
43
44
45
40
47
48
49
50

.51
52
53
54
55
56
57
58
59
60
ol
62
63
64
65
66
67
68
69
70
71
72
73
74

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

action, or at the earliest opportunity permitied by circumstances, but assumes no liability for failure to do so. In the event of
failure by Operator to so notify Non-Operalors, the loss of any lease contributed hereto by Non-Operators for failure to make
timely payments of any shut-in well payment shall be bome jointly by the parties hiereto under the provisions of Article
VB3

F. Taxes:

Beginning with the first calendar year after the cffective date hereof, Operator shall render for ad valorem taxation all
properly subject to lhis agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed
thercon before they become delinquent.  Prior to the rendition date, cach Non-Operator shall furnish Operator information as
to burdens (to include, but not be limited to, royaltics, overriding royalties and production payments) on Leases and Oil and
Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being

d in ad

taxes

subject to outstanding cxcess royalties, overriding royalties or production payments, the
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 o reflect the benefit of such reduction, If the ad valorem taxes are based in whele or in pant
upon separate valuations of cach party's working interest, then notwithstanding anything to the contrary herein, charges to
the joint account shall be made and paid by the parties hercto in accordance with the tax value generated by cach party's
working interest.  Operator shall bill the other parties for their proportionate shares of all tax payments in the manner
provided in Exhibit "C."
id

1f Operator any tax improper, Operator may, at its discretion, protest within the time and manner

prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final

, Operator may clect to pay, under protest, all such taxes

determinati During the pendency of ive or judicial p
and any interest and penalty.  When any such protested assessment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit "C."

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

ARTICLE VHI.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Centraet Unit Area, shall not be surrendered in whole
or in part unless all partics consent thereto.

lowever, should any party desire to surrender its interest in any Lease or in any portion thereof, such party shall give writlen
notice of the proposed surrender to all partics, and the parties to whom such notice is delivered shall have thirty (30) days after
delivery of the notice within which to notify the party proposing the surrender whether they clect to consent thereto. Failure of a
party to whom such notice is delivered to reply within said 30-day period shall constitute a consent lo the surrender of the Leases
described in the notice. I all pasties do not agree os 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 partics nol consenting to such surrender. If the interest of the
assigning party is or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or parties not
consenting to such surrender an oil and gas lease covering such Oil and Gas Interest for a term of onc (1) year and so long
thercafier as Qil and/or Gas is produced from the land covered thereby, such lease 10 be on the form attached hereto as Exhibit “B.”
Upon such assignment or lease, the assigning party shall be relicved from all obligati 1 fler accruing, but not theretofore

accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party
shall have no further interest in the assigned or leased premisces and its equipment and production other than the royalties retained
in any leasec made under the terms of this Article. The party assignee or lessce shall pay to the party assignor or lessor the

Bt

reasonable salvage value of the latter's interest in any well's salvable materials and equip attri te the assi i or leased

acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit “C." less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface.  If such value is less
than such costs, then the party assignor or lessor shall pay to the party assignec or lessce the amount of such deficit. If the
assignment or lease is in favor of more than onc party, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such parties. If the interest of the parties to whom the assignmeat is to be made
varics according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
diately before the assi lease or ler in the balance of the Conteact Uinil Area; and the acreage

party's inlerest as it was i
assigned, lcased or surrendered, and subsequent operations thereon, shail not thereafter be subject to the terms and provisions of this

agreement but shall be deemed subject 1o an Operating Agreement in the form of this agreement.
8. Renewal or. Extension of Leases:

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

If some, but less than all, of the partics clect 1o participate in the purchase of a renewal or replacement Lease, it shall be owned
by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in
the Contract Unit Area o the aggrepate of the per res of participation in the Contract Uni Area of all parties participating in the
purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties herelo
shall not cause a readjustment of the interests of the parties stated in Exhibit "A,” but any rencwal or replacement Lease in which
less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a sey Operating

Agreement in the form of this agreement.
If the interests of the partics in the Contract Unit Area vary according to depth, then their right 1o participate proportionately in
renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.
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The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entirc interest covered by
the expiring Lease or cover only a portion of its area or an interest therein.  Any rencwal or seplacement Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming cffective within six (6) months after the expiration of the
existing Lease, shall be subject to this provision so dong as this agrecment is in elfect a1 the tinie of such acquisition or at the time
the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the
expiration of an cxisting Lease shall not be deemed a rencwal or replacement Lease and shall not be subject to the provisions of this
agreement.

The provisions in this. Article shall also be applicable to extensions of all or part of Oil and Gas Leases.

C. Acreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the drilling of a well or any other
operation on the Contsaet Uit Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall
be applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom
the contribution is made shall promptly lender an assignment of the acreage, without warranty of title, 1o the Drilling Parties in the
propoistions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Centract-Uiiut Arca and, to the
extent possible, be governed by provisions identical to this agreement.  Cach party shall promptly notify all other parties of any
acreage or cash contributions it may obtain in support of any well or any other operation on the Contract Unit Area. The above
provisions shall also be applicable to optional rights to camn acrcage outside the Centraet Linil Area which are in support of well drilled
inside Contract Unit Arca,

I any party for any ideration relating to disposition of such party’s share of sut produced | der,
such consideration shall not be deemed a contribution as contemplated in this Article VIL.C.
D. Assig 15-Mai of-Unifornr-Interest:
For-the-purpose-of-maintaint iformity-of- hip-in-the-Contract-Aren-in-the-Oil-and-Gas-L-eases -Oil-and-Gas
1 W 3 i 1 H 1ty 1+ £ tall Il b re £ L h
- —equip £ y—tis—ug party—sha - transfer malk A
fisposition—of-its—interest—in—the~Oil—and-Gas—Leases—and-Qtl-end—Gas—{ & d—within—thc—Centract—Arca—or—in—wells;
Ui and-preduction-unless-such-disposition covers-either:
1th 4 it + o1} 41 13-O4) 3-G I Ol 1 Gas-1 \1) H ! d
~the t party-in-ali-Oil-and-Ga: 5 -wells-equip and-p

———2—an—cqual-undivided—pereent—of—the—party s—present—interest—in—all—Oil—and— Gas—leases —Oil-and—Gas—Interests,—wells;
Juiy d-production-in-the-Ci t-Aren:

Every sale, encumbrance, transfer or other disposition made by any party shall bc made expressly subject to this agreement

and shall be made without prejudice to the right of the other parties, and any transferce of an ownership interest in any Oil and

Gas Lease or Interest shall be deemed a party 1o this agrecment as to the interest conveyed from and after the effective date of

the transfer of ownership; provided, however, that the other partics shall not be required to recognize any such sale,
cncumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have rceeived a copy of the
instrumient of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other
disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect

to the interest ferred, including without limitation the obligation of a party to pay all costs attribulable to an operation
conducted hercunder in which such party has agreed to parlicipale prior to making such assignment, and the lien and seccurity

(R

interest granted by Article VILDB. shall continue to burden the interest transferred to secure pay of any such

If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,

may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures,

receive billings for and approve and pay such party’s share of the joint cxpenses, and to deal gencrally with, and with power to

bind, the co-owners of such party's interest within the scope of the operations embraced in this agreement; however, all such co-
|

owners shall have the right to enter into and execute all contracts or agl for the disposition of their respective shares of
the Oil and Gas produced from the Conwract Unit Arca and they shall have the right to receive, separately, payment of the sale

proceeds thereof.
E. Waiver of Rights to fartition:

If permitied by the laws of the state or states in which the property covered hereby is located, cach party hercto owning an
undivided interest in the Contract Unit Arca waives any and all rights it may have to partition and have set aside to it in severalty its
undivided interest therein,

Ereferentinl-Right-to-Burchases
3—(Optional-Check-if-applicable)

Should-any-party—desire—to-sell-all-or-any-past-of-its-ini under—this —or-its—rights—and— in~the—Contract
A s-shalt st m tee—to—th il i sth—ful~inde H i HY d—chs it hiel
Arep—H-shadi—p ptly—g vrlten—nehee—o—the—ol PAFHES— Wit 5—prop: P el

shall~inchude-the-name-and-addeess—of-the-prospective—transferce—{who—-must-be—ready,—willing-and-able—to—purchase);~the—purchase
price—a-tegal-description-sufficient-to—identily—the-property;-and-all-other—terms-of-the-offer—The—other—parties—shalthen—have-an

. |—prior—eight—for—a—y tod—of—t {H0)—day fter—th ¢ 1s—dali $—to—purct for—t} carad i ; —thy
diti th t—which—~the—other—party—prop 1 H—and; I—right—is ised~th
purchasing—-parties—shall-sl the—purchased—interest—in—the—proportions—that—the-interest—of—each—bears—o—the—total—interest—of—al}
purehasing-parties—H 1-be—no-preft intright—te-purel tn—th h anvy—-pariy—wish to-mortga
its: - to—transfer to-its—mortgagec—in-ficu-of-or—p to—foreel of-a-mortgage—of—its—interest;
or-to-dispose-of-its-i lidati —by-sale-of-all-or-sul inlly-af-of-its-Oil-and-Gns-asseis
[ y—party—or—by—transfer—of—i terest{o-a-subsidiary—or-e—parent pany to-a—subsidiary—of-a—parent y—Of-io-any
y-ir-witich h-party-owns-a-majority-ofthe-stock:
ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
If, for federal income tax purposes, this ag and the operati L der are regarded as a par hip, and if the

parties have not otherwise agreed to form a tax parinership pursuant to Exhibit "G" or other agreement between them, each
party thereby affected clects to be luded from the application of all of the provisions of Subchapter "K." Chapter 1, Subtitic
"A" of the Internal Revenue Code of 1986, as amended ("Code"), as permitted and authorized by Section 761 of the Code and
the regulations promulgated thereunder. Operator is authorized and dirccted to execule on behalf of each party hereby affected
such cvidence of this clection as may be required by the Sceretary of the Treasury of the United States or the Federal Internal
Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the data required by
Treasury Regulation §1.761.  Should there be any requirement that each party hereby affected give further evidence of this
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election, each such party shall execule such documents and furnish such other evidence as may be required by the Federal Internal
Revenue Service or as may be y to cvid this clection. No such party shall give any notices or take any other action
i with the clection made hereby.  If any present or future income tax laws of the state or states in which the Contract

Atrea is localed or any future income lax laws of the United States contain provisions similar to those in Subchapter "K," Chapter
1, Subtitle "A,* of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affected shall make such' election as may be permitted or required by such laws. In making the forcgoing election, cach

such parly states that the income derived by such party from operations } der can be adequately determined without the
p y P 4 y

computation of parinership taxable income.
ARTICLE X.
CLAIMS AND LAWSUITS
Operator may scttle any single uninsured third party damage claim or suit arising from eperations hereunder if the expenditure
does not exceed __Fifty Thousand Dollars (§_50,000 00 ) and if the payment is in complete settlement
of such claim or suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take over
the [ﬁrlhcr handling of the claim or suit, unless such authority is delegated to Operator.  All costs and expenses of handling settling,
or othcrwise discharging such claim or suit shall be a the joint expense of the partics participating in the operation from which the
claim or suit arises. If a claim is made against any party or if any party is sued on account of any matter arising from operations
hereunder over which such individual has no control because of the rights given Operator by this agreement, such party shall
immediately notify all other parties, and the claim or suit shall be treated as any other claim or suit involving operations hereunder.
ARTICLE XL
FORCE MAJEURE
If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other,
than the obligation to indemnify or miake money payments or furnish security, that party shall give to all other parties

prompt written notice of the force majeure with reasonably full particulars concerning it; thercupon, the obligations of the
party giving the notice, 50 far as they are affected by the force majeure, shall be suspended during, but no longer than, the
continuance of the force majeure. The term "force majeure,” as here employed, shall mean an act of God, strike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, storm, flood or other act of
nature, cxplosi gover ! action, gover delay, or inacti ilability of cquip and any othgr
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party

claiming suspension.

The affected party shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. The
requircient that any force majeurc shall be remedied with all r ble di h shall not require the settlement of strikes,
lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shalt be handled shall

be entirely within the discretion of the party concemed.
ARTICLE XH.
NOTICES

All notices authorized or required between the partics by any of the provisions of this agreement, unless otherwise
specifically provided, shall be in writing and defivered in person or by United States mail, courier service, telegran, telex,
telecopicr or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A."  All telephone or oral notices permitted Ly this agrecment shall be confirmed immediately thereafier by written
notice. The originating notice given under any provision hercof shall be deemed delivered only when received by the party to
whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date
the originating notice is ived. "Receipt’ for purposes of this agreement with respect to written notice delivered hercunder
shall be actual delivery of the notice to the address of the party to be notified specified in accordance with this agreement, or
to the telecopy, facsimile or telex machine of such party. The sccond or any responsive notice shall be deemed delivered when
deposited i the United States mail or at the office of the couricr or telegraph service, or upon transorittal by telex, telecopy
or facsimile, or when Hy delivered to the party to be notilied, provided, that when response is required within 24 or
48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party
shall have the right to change its address at any time, and from time lo time, by giving written notice thereof to all other
parties. If a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required
to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall

be deemed delivered in the same manner provided above for any responsive notice.
ARTICLE XIII.
TERM OF AGREEMENT
This agreement shall remain in full force and effect as to the Oil and Gas Leases and/or Oil and Gas lnterests subject
hereto for the period of time selected below, provided, however, ne party hercto shall ever be construed as having any right, title
or intercst in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement.
B Option No. }: So long as any of the Oil and Gas Leases subject” to this agreement remain or are continued in
force as to any part of the Contract Unit Arca, whether by production, extension, renewal or otherwise.

O Optien-No—2:—Iin—the nt—the—well—deseribed—in—Article— VA —or-any—subseq i—driled Jer—any—p
of—this—agrecment:—results—in—the~Completion—of—a—well—as—a—~well—capable—of -production-of-Oit-andior-Gas—in—paying
H 1. lnll H " I § 3 J1—s. bl {- ] ) 1 fi
i this—ay roe —as—any—such is—capable—of—p: for—an
1diti 1. 1ok - d ! 1} ded- it N t 1 1h 4 M rol h

1 ~days—therepfter,— 2 —if——prioF—io—1he p such
Iditional—period;—one—or—more—of—the—parties—hereto—are I—in—drilling—Reworking —Deepening—Sidetracking;
Plugging—Back—testing—or pting—to—Compi Re-conplete—a—weli His—hereunder.—this—ag Ialt

1 H £ - J; H I 1 1. d I ! H 1. by £y 1hi

e P P —this—egi
shail i in—force—as—provided—hercin—In—the—cvent—the—weli—described—in-Article—V:-A=—or—any-sul well
dritled— Jer.—results—in—a—dry—hole,—and-—no—other—swell—is—capable—of—producing—Oil—and/or—Ges—{rom—the
Contract—Area:-—this—agi shath 1 1 dritting—Deepening—Sid ki Completingr—Re-
pleting-Plugging-Back-or-R king-opcrations-are —days-fromr-the
date~of—aband f-said—well—"Aband *—for hall-niean—either—(i)-a—d by—ail-parties
t—to- 4 vy—furth perati —th (1 s £—+80—dnys—Fr th 1 f—any
o ll=whicl

The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any
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remedy therefor which has accrued or attached prior to the date of such temnination.
15f2 of all obligati h der, in the cvent a memorandum of this

Upon ination of this agi and the
Operating  Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a
notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon
request of Operator, if Operator has satisfied all its financial obligations. :

ARTICLE X1V,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders:

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

B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-
performance, breach, remcdies, procedures, rights, duties, and interpretation or construction, shall be governed and
determined by the.law of the state in which the Contract Unit Area is located, If the Contract Unit Area is in two or more states,
the law of the state of __New Mevxico shall govern.

C. Regulatory Agencies:

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

With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damiages,
injuries, claims and causes of action arising out of, incident to or resulting direclly or indirectly from Operator's interpretation
or application of rules, rulings, rcgulations or orders of the Department of Encrgy or Federal Energy Regulatory Commission
or pred of ies to the extent such interpretation or application was made in pgood faith and does not
constitute  gross negligence.  Lach Non-Operator further agrees to reimburse Operator for such Non-Operator's share of
production or any refund, fine, levy or other governmental sanclion that Operator may be required to pay as a result of such

an incarrect intcrpretation or application, together with interest and penalties thereon owing by Operalor as a result of such
incorrect interpretation or application.
ARTICLE XV,
MISCELLANEOUS
A, Execution:
This agreement shall be binding upon cach Non-Operalor when this agreement or a counterpart thercof has been
that this ag is not then or thereafler executed by all of

executed by such Non-Operator and Operator not
the parties 1o which it is tendered or which are Jisted on Exhibit "A" as owning an interest in the Contraet Unil Area or which
own, in fact, an interest in the Contraet Unit Arca. Operator may, however, by written notice to all Non-Operators who have
become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no
event later than five days prior to the date specified in Article VLA, for commencement of the Initial Well, terminate this
agreement if Operator in its sole discretion determines that there is insufficient participation to justify commencement of
drilling operations. In the event of such a termination by Operator, all further obligations of the parties hereunder shall cease
as of such termination. In the cvent any Non-Operator has advanced or prepaid any share of drilling or other costs
hereunder, all sums so advanced shall be returned to such Non-Operator without interest. In the event Operator proceeds
with drilling operations for the Initial Well without the exccution hereof by all persons listed on Exhibit "A" as having a
current working interest in such well, Operator shall indemnify Non-Operators with -respect 10 all costs incurred for the
Initial Well which would have been charged to such person under this agreement if such person had cxccuted 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.
B, Successors and Assigus:

This agreement shall be binding upon and shall inure to the benefit of the partics hereto and their respective heirs,
"

devi: , legal rep ives, ce and assigns, and the terms hereof shall be deemed to run with the Leases or

Interests included within the Contract- Uinit Area.
C. Counterparts:

This instrument may be exccuted in any number of counterparts, cach of which shall be considered an original for all
purposes.

D. Severability:

For the purposes of assuming or rejecting this agreement as an cutory p to federal bankruptey laws,
this agrecement shall not be severable, but rather must be assumed or rejected in its cntirety, and the failure of any pany to
this agreement to comply with all of its financial obligations provided herein shall be a material default.

ARTICLEXVI,
OTHER PROVISIONS

A Etfeetiveness ol Agreement/Conflictof Verms

"The parties hereto agree that untit such time as the Unit Agieement unitizing
Management. the Federal Indian Minerals Office, amd the New Mlexico Qi Consersauon Division. ihi
approvat is never granted, then this agreement shall be deemed aull and void ab satio. This agreement <hall pot ho decned 1 enher modidy any of the wims and
couditions ol the Unit Agreement or Lo relieve the Unit Operator ofany right or obligition established under the-Unit Agrecient, aud in case of any uiconsistency
or conilict between the Unit Agreement and this agrecment, the Umit Agreement shall govemn. Notwithsianding anythug i dis emienl 1o the contiary. i the
event of any conllict between the provisions of Adticle | trough Article XV of this agrecmient aid the provisions of this Arucle XV the provisions of tis Arucle

he lands listed on ExhibicA™ of this agreemeni is approved by the Buieau of Land

recient

I nol become M the event such

XV shall control.

1s - Horlzontal We!
standing Article VL6 or anytiung

clse i Lhis agreement w the conteary. t s ed thal where a Toronmt o Muto-Laeral Well subrect 1o tlis

and tung ol Tutther vperatons e gading sucls

agrecnent has been drilled (© U objective Tormation and tie Consenting Patiies cannotagree upon the seque
Horizontal or Multi-Lateral Well, the following electons stiall conitiol m the order ol prority clicsieratad livozaite
1N Prior to Reaching the Objective Depti:
a Dsitling @ well to 1is abpeetive depth shall have fist prionty oves all other operations and proposals
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K elton

b, In the event that impenewable condittons or meehanical diffrewiues prevent reaching the obyectveadepih, o propusal w Sideu
to 1each the objectsve depth shall have prionty over a proposal o attempt a Completion w a Tormagon alredy reaclicd.
20 Afler the Obgective Depth has been Reached:

i An eleeuon 10 do additional logging. cormg or testing:
b. An election w atempt W compleie diilling opewations ofall proposed taterals,
¢ Adelection (o extend or Deepen a Lateral:
’ Ao Anelection o Kick out and dill an additional Lateral i the.same location,
o Anvclection o Plug Back the well 1o a formaton or Zone above the formation inwhich i Lateral was dridled: i there s more than one proposat
w Plug Back. the proposat to Plug Back 1o the next deepest prospective Zone o1 formaton shall hase priorily over a proposal to plug back o
. a shallower prospeetive Zone or formation:
I An clection o Sidetrack: and
i An election 0 phug and abandan said well as provided forin Amele VI

It is'pm\idnl. however. (hat i’ at the tme the Consenting Muues ace considermg any ol the above clection. tie bole is mv such a candinon that @ veasonably
prudent Operator would not conduct the operatons contemplated by the panticalar election ol ed for fear of placing the hole ujeapady or losmy the hoke
prior to Cpmpletng e Horizonial or Mulyi-Lateral Well in the objective formauon, such election shall be chimiated 1o priorities heremabove set fh,

C. Querators Rightie Nel QuiReyenue
In the event any Non-Operator becotes one hundied and bventy (5200 days delinguent on payment of any joint guesest bitling

exeep for any paynien relaed
to charges on any joint interest billing that such Non-Operator has provided siitten nouce that they are disputing i good Faith. Operaton s authoised to deduct
sessable 10 such Nan-Operator as penmitted under this agreement, ard semit o such Non-Ope.#tor fts.respective net share of any
iy purchiascts of production fon the Uit Area. ALsuch bine as the

operating costs and chary
proceeds atribwable 1o (he interest of the Non-Operator being received direelly ffom
delinquency has been recovered by Operator, Operator will restore full payment of revenues 1o the delinguens Non-Operator. The rights granted hereunder shall
be on-geing and may be atidized atany tinic that a Non-Operator is definguent on the payiment of jom mierest bitlings, The foregomg provision shall po dununsiy

any of Operator’s nighis contained within Aticle V(b

0. Eederaland State_ Admmistiativne o
Operater shall act as the wepresentative tor e parties hereso concerning all Alings iequucd by and hearings and procecdings before a Federal or Siate
adivimstrative bodies having jurisdiction over the Unit Arca and all reasonable vosts
personnct. in making such lihags or participaung in such hearings or procecdings shall be proper cluy
probitany ol the pﬁn'lics o (s agrecment frou pacticipaling v any such heanugs or proceedings m its own Bebalf and at Hs vivn cost. expense and sk, so lony
as such party does n(')l take an adverse position W at being aken by the Operator on behalf of the Non-Operators under this agreement.

W eapenses mearred by Operator, dircedy wr by 1etention of ouisude
amst the josnt accownt. Nothing hereis contned shal

L LJuumllmum Damigys ’

O ANY DISPUTE, CLAIM, COUNTERCLAIM. C RSY OR QTHIES FERS (THT AINET ARISING BETWY, L
PARTIES OUT OF OR RELATING TO THIS AGREEMENT OR THE SUBJECT MATTER HEREOF. OR ANY ALLEGED BREACH THERLOF, OR OF
THE RELATIONSHIP BETWEEN THE PARTIES CREATED BY THIS AGREEMENT, EVEN THOUGH SOMIE OR ALL OF SUCH CLAIMS AMAY NOT
SOUND IN CONTRACT. TORT, WARRANTY OR OTHERWISE. /NCLUDING. DUTY TO DEAL IN GOO FAITH OR CONFIDENTIAL
RELATIONSHIP, BUT SPECIFICALLY ENCLUDING CLAIMS BASED IN WHOLE OR IN PART ON FRAUD OR BAD-FAITI DEALING, NO PARTY
SHALL EVER BL LIABLE FOR ENULARY. INDIRECT OR OTHER SINILAR
DAMAGES, INCLUDING LOST PROFITS. BUSIN SUCT DAMAGUS ARLE CLAINMED
UNDER BREACH OF CONTRACT, BREACH OF WARRANTY, TORT OR ANY OTHER THEORY OR CAUSE OF ACTION AT LAW OR IN EQUITY

THE LIMITATIONS IN THIS PARAGRAPH ARE PART OF THE MATERIAL, BARGAINED-FOR CONSIDERATION FOR ENTERING INTO THIS
AGREEMENT. v

.
F. Joindsrol Unit il Loaling of Lesehokl
By executmy this agreement. and upon ‘the Barciu of Land Management. she Federal Indian Minerals Office, and the Now Mexiea Oil Conservauon Diswion
approval of e Unit Agreement, vach party bereby joins 1he Dritling Umitds) aad peols their feasehold working titerests witlun the Unit Arcacinte the Diilling
Unigsy, The Deilling Unittss will consist o all or a portion ol the feaschold working inierests (that are descitbed i Exhibnt hereto,

G

g ol this agrecment or oppotiunly 1o have i

had 1he opportunity 1o conribute 1o the diafli
ar apphcation of this agreement. it shall be construed as

beweto further acknowledpe and agree that cach las

reviewad by its legat counsel: therelore, the parties agree that in the oveni of a dispute vvet the mcanug
el pany participated cyually in the prepacation and dralting of this agrecment.

1 Anis e dgivstments

“The size of the Umit Area shall it be contracted or expanded absent wintten consent of all paries hereto, which cansent shall Bot he nreasonably saghbield, wd

approval of the Bureau of Land Management, the Federal ludiu Mineraty Oice, and the New Mexico Oil Conservaiton Division.

[ and Notice of

No assignment or uther transfer or disposition ol an interest subject 10 this Operating Agreement shalf be effectve as 1o Operaor or the atlier parties iicteto unbif
the () Operator receives an authenticated copy of (he wstrument evidencing such assignment, transter or disposition, and (b) the persou recenvig such assipnoent.
1. terms and conditions o this agrecment. Privi

transfer or disposition has beconte obligated by instrument to observe, perlorm and be bound by all of the covens
to such date. neither Operator nor any other party shall be required to recognize such assignment, ransfer on disposition [r any puspose but nay continue 1o deal
exclusively with the party making such assignment, transfer. or disposition in all matters under ths Operating Agrecment neluding billings. No assigiment o1
ition o an interest subjeet w this Operating Agreement shadl relicve a party of its obbgation accrued prios o the effecuve dme of such
sposition shiall relivve any paity of its habulity for Us share ol costs and expenses wlueh nun
reed or consented prior 1 the cifecuve date of sueh assignment o) tansier. for the drillng:

other iransfer or disp
ignment or wansler, Further, i
Dbe incurred in any operation 1o whicl such party has previously

sigmnient, wanster or other di

testing. compleling and equipping, reworking, recompleting. side-rracking, decpening. plugging-back. o plugging and abandomng o a well even though such
operations are perlormed alter said effective date. subject however 1o such panty’s right 1o elect ot parlicipate i completion opttations not previousty conseited

1©

JQperator's Right 1o Withhetd Well ntormation_tor Past Dug Jomnterest Billings

ICany party o this Operating Agreement 13t 10 pay its share ol costs and expenses incurted inion K
VILC. Lierein for cost (o-be incurred in operations of the Unil Aca for o parod one handied and bwenty (1200 days (rom e date of reeeapt of Operator’s invoice
therelore, Operasormiy votily Uie alfected party of its detautt by certificd mail. 1eturn roeept requested. and i1/ such party il 1o cure the defiult within ten (16

te pay aay advanee myoee as provided Jor i Article

days from te date of reeeipt of Operator's notice, by: paytent in [ull of the Tivorces 1or upeiatng costs which have haen dye for more than thiny (36 days.
ected parly remains i detauli ey shall have no fanthe

Opetator's 2lection, the alfected paity shall be decimed in pon-consent status and (o as lony as he
aceess (o the Unit Aica or information obiained s gonnection with operations hereunder and shitll not bu®aiiled 1o vole on any matter herein, as fang a6 the
invonces Rdnain anpaid. This remedy shall be in addivon © wy and all other remedics provided 1 m s agresment oictuding dut not finnted o Ciperator™s night

o set-olT and/or net out revenues and right 1o file liens.

K. Headings
“The deseriptive headings used in (this Operating Agicentent are For convenience onfy aad will nol be dezmed  alfect the meaning of the Operating Aygecment.
0 |

MRIINITY

L._Commencenent.of
hing in Article VLI w0 the contiary. Operator’s election w commence opetations prior 1o and duting the Notive Period (foriy-cight 1451

Notwitfistanding any
hours iCapplicable), with not alter o1 extend the Notiee Perod ntwhich a panty s requaed 1o make an election’w paricipate u the praposed operation. o constitute

an election by that party not (0 pusticipate in the cost of the proposed opeiation x

M. Coplidentalipy .

i the event that Operaion and Non-Operator mutwally agrec in wrating that a panticulas process. informiation, equipment o datit devloped or obtained by Operator
in comcelion with drilling or completion of wells pursuant to this Operating Agreenient or that the terms of this Operating Agreciment iselll should be mamntnned
CConlidential Information™). cach of Operawn and Non-Operator shatl use the same means they use 10 proweet tien owa gontidential, proprictaiy

confideniia
ml‘olumu‘on w proteci the comfidentiatity of the Conlidental tnfomution.
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cision to Address Keepmg nerest consimtavithin Duillmg Uni

ASED TRACTS. 1M durmg the Term of this agreement there exist any uteased-oaeis focated withun e Uit Area, which:Operator deems suitable tor
wn¢lusion i a Drilling Unit, Operator is hereby authonzed o enter into an o1l and gas lease, cosering such unleased tracts) and the reasonable costs and expenses
assoctined with any such lease(s) taken wider this provision, shall be jointly shased and billed pursuant 10 Article V.D. (23 ol the a
is acyuired under this provision, Opeiator shall assign 1o vach Consenting Party ils proportionate share of such lease based upon the inerests set torth on Exhitn
At such tracys) shat! be adied 1o the Drilting Unit. tn the event that a Consenting Party tils to pay iis-proportionate share of suct fease vosts within muiety
(90) days of the date of its tecaipt ol v invoice lor such costs, then such Consenting Pary’s interest w such lease shall be forfened ax w such Consenting Py
and g amount of interest shall be divided between and paid (or by the remaining Consenting Parues.In such event. Exhibit "A” o this agrecinent shall be

reament. Once such e

amended 1o reflect such change in interest.

O. Rizht on Non-Operator to promptwell information

Operalor understands amd agrees hat any paty conscating to the drilling of a well under ihis ageeement has fulk vights 1o any and all well informauon gnned in
the drilting. completing. testing, cte. Furthenmore, Operator undersiands and agrees that the Non-Operators are entitled to this information smmednntey (o as
so0n Ay practically: possible) upon request.

P Resording of Agreenicnl

“The Parties hereto agrec that this agreement shall not be filed of record in any County, State, Federal or other venue, but instead, that the Recording Supplement
and Financing Statement. Form 0 10RS, attached hereto as Exhibic "1, shall be recorded in the County of the Unit Arcir. Notw ithstandimg the loregowng. a Pty
may llg this agreement in the event tha €L is related to a pending Jawsuit or other adminisiralive procedre, v s sequited by law.
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IN WITNESS WHEREOF, subjcct to the provisions of Article XVI(A), this Agreement shall be effective upon approval by
the Bureau of Land Management and the Federal Indian Minerals Office, but shail be decimed to have been executed by all
Parties as of this 15 day of July, 2015 (“Exccution Date™).

Enduring Resources, LEC who has prepared and circulated this form for execution, represents and warrants
that the form was printed from and, with the cxception(s) listed below, is identical to the AAPL Form 610-1989 Model Form
Operating  Agreement, as published in computerized form by Forms On-A-Disk, Inc. No changes, alterations, or
modifications, other than those made by strikethrough and/or inscrtion and that are clearly recognizable as changes in

Articles L LM TV, VO VE VI VITL X XA XAV and XV have been made to the form.

ATTEST OR WITNESS: OPERATOR

Enduring Resources, LL.C

By Ale.f B. Cam%Vice I’r%‘ nt 7

M]l! name

Title

Date

Tax ID or S.S. No.

NON-OPERATORS

Enduring Resources 1V, LL.C

By __Alex BB Ca ic%ldcm i
-~ Mrim name

Title

Date

Tax ID or S.S. No.

By

Type or print name

Title

Date

Tax ID or $.8. No.

By

Type or print name

Lone Mcsa Unit Operaling Agrecment -21-
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Title

Date

Tax ID or S.S. No.

By

Type or print name

Title

Date

Tax ID or 8.8. No.
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ACKNOWLEDGMENTS

Note; The following forms of acknowledgment arc the short forms approved by the Unifonn 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 Rauk)

My commission.expires:

Acknowledgment in represcntative capacity:

State of Colorado )
) ss.
County and County ol Denver )

This instrument was acknowledged before me on

IU [%/‘ % by Alex B. Campbell as Vice President

of Enduring Regources, LLC. . .
. -
(Scal, if any) Mﬂm

COURTNEY CHRISTINE SQUIRE]  Title (and Rank) &O*

NOTARY PUBLIC oo A /29 /Q‘\

STATE OF COLORADO My e

MY COMM‘I:G_‘S_[QNMEXPIRES 09/29/2021

NOTARY 1D 20174040656
MY COMMISSION EXF 'S 09/29/2021

State of Colorado )
) ss.
City and County of Denver )

This instrunjent was acknowledged before me on
M’_& by Alex B. Campbell as Vice President of Enduring Resources IV, LLC
N -«

(Seal, if any) Mg M(‘
Title (and Rank) 3\)0"( TS AN

L)
COURTNEY CHRiS.”NE SQUIF%'?;% My commissioncxpircs:q .IQ-q !Q—-\

NOTARY PUBLIC
STATE OF COLORADO
NOTARY ID 20174040656 l
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(%)

33

34

35

30

37

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

Stateol ___ )
) ss.
County of )

This instrument was acknowledged before me on

by as
of
(Scal, if any)
Title (and Rank)
My commission expires:
State of )
) ss.
County of )
This instrument was acknowledged before me on
by as
of
(Seal, if any)
Title (and Rank)
My commission expires:
State of Y
) ss.
County of )
This instrument was acknowledged before me on
by as
of
(Scal, if any)
Title (and Rank)
My comimission expires:

Lonc Mesa Unit Operating Agreement -23-




