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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 Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed o 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 separate accounts for the funds of Non-Operators unless the
parties othenwise specifically agree.

5. Access 1o Contract Area_and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator
or its duly authorized representative, at the Non-Operator's sole risk and cost, full and free access at all reasonable times to
all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
operations conducted thereon or production therefrom, including Operator's books and records relating thereto.  Such access

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

Operator to furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such
interpretive data was charged to the joint account. Operator will furnish to each Non-Operator upon request copies of any
and all reports and information obtained by Operator in connection with production and related items, including, without
limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
purchase contracts and pricing information (o the extent not applicable to the production of the Non-Operator seeking the
information.  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 Exhibit "C."

6. Filing and Furnishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to

each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications
required to be fited by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder.
Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

7. Drilling_and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not
limited 1o 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 are 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-Operators shall reasonably request, inciuding, but not limited to, daily drilling reports, completion reports, and well fogs.

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

8. Cost 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 operation pursuant to this agreement.
Operator shall not be held liable for errors in such cstimates so long as the estimates are made in good faith.

9. Insurance: At all times while operations are conducted hereunder, Operator shall comply with the workers
compensation law of the state where the operations are being conducted; provided, however, that Operator may be a self-
insurer for liability 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 benefit of the joint account of the parties
as outlined in Exhibit "D" attached hercto and made a part hereof.  Operator shall require all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducted
and to maintain such other insurance as Operator may require.

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

ARTICLE VL.
DRILLING AND DEVELOPMENT
A. Initial Well:

On or before the _30th_ day of ___April , 2011 , Operator shall commence the drilling Recompletion of the Initial

Well at the following location:

Township 19 South, Range 25 East, NMPM
Section 30; 660° FSL and 1,980° FEL Cuase No. 14597

Eddy County, New Mexico Exblblt 4

and shall thereafter continue the deiling-Recompletion of the well with due diligence to

test the Wolfcamp dolomite

. . . . L . L o . . C 1. as to
¢ de . ¢ the Initial Well and the participation therein by all parties is obligatory, su\b»]ec‘t to Article VI.C.1.
g?ﬁffﬁyf%gn ﬁeé%[:;1%ll%[tli%rf1 8;t)crabtions and Article VLE. ’(IIS o m}nmnatmn of opérations and Article Xl as'to occurrence of force majeure.

B. Subsequent Operations:

|. Proposed Operations: f any party hereto should desire to drill any weil on the Contract Area other than the Initial Well, or
if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of
producing in paying quantities in which such party has not otherwise relinguished its interest in the proposed objective ;one u?der
this agreement, the party desiring to drill, Rework, Sidetrack—Deepen; Recomplete or Plug Back such a well shall .glv.c written
notice of the proposed operation to the partiecs who have not otherwise relinquished their interest in such objective Zone

-5
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VI.C.I. 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 elect
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, averriding royalty and other interests not excepted by Article HLC. payable out of or measured by the production
from such well accruing with respect to such interest untit it reverts), shall equal the total of the following:

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

{1y __300 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIIL.C.,
and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead connections),
which would have been chargeable to such Non-Consenting Party if it had participated therein.

Notwithstanding anything to the contrary in this Article VI.B., if the well does not reach the deepest objective Zone
described in the notice proposing the well for reasons other than the encountering of granite or practically impenctrable
substance or other condition in the hole rendering further operations impracticable, Operator shall give notice thereof to each
Non-Consenting  Party who submitted or voted for an alternative proposal under Article VIB.6. (o 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 actal depth, calculated in the manner provided in Article VLB.4. (a). If any such Non-
Consenting Party does not e¢lect 10 participate in the first Completion proposed for such well, the relinquishment provisions
of this Article VI.B.2. (b) shall apply 1o such party's interest,

(¢) Reworking, Recompleting or Plugging Back. An clection not to participate in  the drilling, Sidetracking or

Deepening of a well shall be deemed an election nol to participate in any Reworking or Plugging Back 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 Parties of the Non-Consenting Party's recoupment  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 pi‘ior to full recovery by the Consenting Parties of the Non-Consenting Party's recoupment 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 to the sums to be recouped by the Consenting Parties _ 300 % of
that portion of the costs of the Reworking, Recompleting or Plugging Back opcration which would have been chargeable to
such Non-Consenting Party had it participated therein.  If such a Reworking, Recompleting or Plugging Back operation is
proposed during such recoupment period, the ﬁl'o\'isions 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 entitled to receive Non-Consenting Party's
share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem,
production, severance, cxcise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to
Non-Consenting Party's share of production not excepted by Article I11.C.

In the casc of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting
Parties shall be permitted to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all
such equipment shall remain unchanged, and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back,
Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each
party receiving its proportionate part in kind or in value, less cost of salvage.

Within ninety (90) days atter the completion of any operation under this Article, the party conducting the operations
for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connected to
the well, and an itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; or, at its option, the operating party, in licu of an itemized statement
of such costs of operation, may submit a detailed statement of monthly billings. Each month thereafier, 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 statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from
the sale of the well's working interest production during the preceding month. In determining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use industry accepted methods such as but not limited to metering or
periodic well tests.  Any amount realized from the sale or other disposition of equipment newly acquired in connection with
any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited
against the total unreturned costs of the work done and of the equipment purchased in determining when the interest of such
Non-Consenting Party shall revert to it as above provided, and if therc is a credit balance, it shall be paid to such Non-
Consenting Party.

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

3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have
been completed and the results thereof furnished to the partics, or when operations on the well have been otherwise

terminated pursuant to Article VLF., stand-by costs incurred pending response to a party's notice proposing a Reworking,

_7.
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MEMORANDUM OF OPERATING AGREEMENT

This Agreement, entered into by and between Yates Petroleum Corporation, herein
“Operator” and the signatory party or parties other than Operator, herein “Non-Operator”,
whether one or more, have entered into an Operating Agreement, herein “Operating Agreement”
dated December 1, 2010, covering the lands and leases (the “Contract Area™), all identified in
Exhibit “A” to this Memorandum. Collectively the Operator and Non-Operator will be referred
to as the “Parties”.

Article VILB of the Operating Agreement, entitled “Liens and Security Interests,”
provides for the creation and attachment of a lien for default in payment of sums due under the
terms of the Operating Agreement. The Parties desire the right to file and perfect such a lien,
and, in order to enable each Party to do so, the terms of the Operating Agreement are
incorporated into this Memorandum for all purposes. A complete copy of the Operating
Agreement may be reviewed at the offices of the Operator by persons having a bona fide interest
in the Leases.

This Memorandum is placed of record for the purpose of placing all persons on notice of
the existence of the Operating Agreement. The Operating Agreement shall be deemed to be
binding on Operator and Non-Operator and their successors and assigns, and in full force and
effect until moditied, or the Leases expire. All modifications may be evidenced by an
amendment to this Memorandum being placed of record.

This Memorandum is signed by Operator and Non-Operator as of the date of
acknowledgment of their signatures below, but is deemed effective for all purposes as of the date
of the Operating Agreement stated above.

OPERATOR

YATES PETROLEUM CORPORATION

By M Q@A%
JOH/A. YATES, ny/

Title: /éymn IN-F
4

NON-OPERATORS

SACRAMENTO PARTNERS LIMITED

PARTHNERSHIP
By: W
s
MafageT 0of\Weed Oit & Gas Company, L.C., General

Title:  Partner of Sacramento Partners Limited Partnership

HANSON McBRIDE PETROLEUM CO.,
A NEW MEXICO LIMITED PARTNERSHIP

By:
Title:
SPIRAL, INC.
By:
Title:
MARKS O1L, INC.
By:

Title:




MEMORANDUM OF OPERATING AGREEMENT

This Agreement, entered into by and between Yates Petroleum Corporation, herein
“Operator” and the signatory party or parties other than Operator, herein “Non-Operator”,
whether one or more, have entered into an Operating Agreement, herein “Operating Agreement”
dated December 1, 2010, covering the lands and leases (the “Contract Area™), all identified in
Exhibit “A” to this Memorandum. Collectively the Operator and Non-Operator will be referred
to as the “Parties”.

Article VILB of the Operating Agreement, entitled “Liens and Security Interests,”
provides for the creation and attachment of a lien for default in payment of sums due under the
terms of the Operating Agreement. The Parties desire the right to file and perfect such a lien,
and, in order to enable each Party to do so, the terms of the Operating Agreement are
mncorporated Into this Memorandum for all purposes. A complete copy of the Operating
Agreement may be reviewed at the oftices of the Operator by persons having a bona fide interest
in the Leases.

This Memorandum is placed of record for the purpose of placing all persons on notice of
the existence of the Operating Agreement. The Operating Agreement shall be deemed to be
binding on Operator and Non-Operator and their successors and assigns, and in full force and
effect until modified, or the Leases expire. All modifications may be evidenced by an
amendment to this Memorandum being placed of record.

This Memorandum is signed by Operator and Non-Operator as of the date of
acknowledgment of their signatures below, but is deemed effective for all purposes as of the date
of the Operating Agreement stated above.

OPERATOR

YATES PETROLEUM CORPORATION

By:

JOHN A. YATES, IR.
Title:  ATTORNEY-IN-FACT

NON-OPERATORS

SACRAMENTO PARTNERS LIMITED
PARTNERSHIP

By

Peyton Yates :
Manager of Weed Oil & Gas Company, L.C., General
Title:  Parwner of Sacramento Partners Limited Partnership

HANSON McBRIDE PETROLEUM CO.,
A NEW MEXICO LIMITED PARTNERSHIP

o oy TPt
7
Ray Willis
~  President of McBride Oil & Gas Corporation -
as General Partner

Titke:

SPIRAL, INC.

MARKS OIL, INC.

By:

Title:




MEMORANDUM OF OPERATING AGREEMENT

This Agreement, entered into by and between Yates Petroleum Corporation, herein
“Operator” and the signatory party or parties other than Operator, herein “Non-Operator”,
whether one or more, have entered nto an Operating Agreement, herein “Operating Agreement”
dated December 1, 2010, covering the lands and leases (the “Contract Area”™), all identified in
Exhibit “A” to this Memorandum. Collectively the Operator and Non-Operator will be referred
to as the “Parties”.

Article VIL.B of the Operating Agreement, entitled “Liens and Security Interests,”
provides for the creation and attachment ot a hen for default in payment of sums due under the
terms of the Operating Agreement. The Parties desire the right to file and perfect such a lien,
and, in order to enable each Party to do so, the terms of the Operating Agreement are
incorporated into this Memorandum tor all purposes. A complete copy of the Operating
Agreement may be reviewed at the offices of the Operator by persons having a bona fide interest
in the Leases.

This Memorandum is placed of record for the purpose of placing all persons on notice of
the existence of the Operating Agreement. The Operating Agreement shall be deemed to be
binding on Operator and Non-Operator and their successors and assigns, and in full force and
effect until modified, or the Leases expire. All modifications may be evidenced by an
amendment to this Memorandum being placed of record.

This Memorandum is signed by Operator and Non-Operator as of the date of
acknowledgment of their signatures below, but is deemed effective for all purposes as of the date
of the Operating Agreement stated above.

OPERATOR

YATES PETROLEUM CORPORATION

By:

JOHN A YATES, IR,
Title:  ATTORNEY-IN-FACT

NON-OPERATORS

SACRAMENTO PARTNERS LIMITED
PARTNERSHIP

Peyton Yates
Manager of Weed Oil & Gas Company, L.C., General
Title:  Partner of Sacramento Partners Limited Partnership

HANSON McBRIDE PETROLEUM CO.,
A NEW MEXICO LIMITED PARTNERSHIP

By:
Titie:
SPIRAL, INC.
By:
Title:
MARKS OIL, NC.% %
By - ﬁ/’%/}—\
~ <

Slephen K Marks
Title Presiden+t




NON-OPERATORS

By:

Title:

By:

Title:

By:

Title:

By:

Title:

By:

Title:

By

Tile:

By:

Title:

AUVENSHINE’S CHILDREN’S
TESTAMENTARY TRUST, CATHIE CONE
McCOWN, TRUSTEE

Cathie Cone McCown
Trustee

CATHIE CONE McCOWN

KENNETH G. CONE, TRUSTEE OF THE
TRUSTS CREATED UNDER THE WILL AND
CODICIL OF KATHLEEN CONE, DECEASED
F/B/O OF THE CHILDREN OF KENNETH G.
CONE

Kenneth G. Cone
Trustee

BANK OF OKLAHOMA, N.A, SUCCESSOR
TRUSTEE OF THE TRUST CREATED UNDER
THE WILL AND CODICIL OF KATHLEEN
CONE, DECEASED F/B/O OF THE CHILDREN
OF TOM R. CONE

Bank of Oklahoma, N.A.
Successor Trustee

NEARBURG EXPLORATION COMPANY, LLC

RANDY LEE CONE

KENNETH G. CONE

TOM R. CONE
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ACKNOWLEDGMENTS

STATE OF _NEW MEXICO

COUNTY OF

§
§
EDDY §

The foregoing instrument was acknowledged before me this / L/

dav o _§ ‘5\7’1 UMy 201,

John A Yates. Jr. as Attorney-in-Fact tor YATES PETROLEUM CORPORATION, a New Mexico car poration, on bdnl‘

of said corporation.

“\Q/L{/Mué j&m,w

My Lomfnsxlon Expires:

[ oLD“-(

STATE OF NEW MEXICO

§
§
COUNTY OF EDDY §

The foregoing instrument was acknowledged before me this

IL/%yof \)UV\HQT\I

Notary Public

m,  OFFICIAL SEAL
%y Lorina E. Flores
NOTARY PUBLIC-STATE OF NEW MEXICO

My commisston expires: L/ 014

JOo{1,

Peyton Yates as Manager for Weed Oil & Gas Company, L.C., General Partner of SACRAMENTO PARTNERS

LIMITED PARTNERSHIP, a partnership.

My Commissjon Expir
HIEVED

STATE OF NEW MEXICO

LS LS L

COUNTY OF CHAVES

The foregoing instrument was acknowledged before me this

t/ Notary Public

iitge,  OFFICIAL SEAL

38.¥) Lorina E. Flores

MOTARY PUBLIC-STATE OF NEW MEXICO
My commission expims:ﬁ(l&[ﬁﬁ/ J

day of , by

as

for HANSON McBRIDE PE TROLEUM

CO.. a New Mexico Limited Partnership. a purtnership.
p. I

My Commission Expires:

Notary

Public

STATE OF TEXAS §
§
COUNTY OF N
The foregoing instrument was acknowledged before me this day of , by
as for NEARBURG EXPLORATION
COMPANY, L.L.C. , a limited liability company.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO _§
§
COUNTY OF CHAVES §
T fareuning asriment was acknowledeed before me this dav of , . by
The foregoing m,\mun‘un was j:l\nm\ ledged before me this 1‘0{- ST ING 7

New Mexico corporation, on behalf of said corporation.

My Commission Expires:

Notary Public
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! ACKNOWLEDGMENTS
2
3
4 STATE OF _NEW MEXICO §
s §
¢ COUNTY OF _EDDY §
’ The foregoing instrument was acknowledged before me this day of by
§ Johna Yates, Jr. as Attorney-in-fact for YATES PETROLEUM CORPORATION, a New Mexico corporation, on bclnlf
f
9 of said corporation.
10
H My Commission Expires:
12 Notary Public
13
14
15
16
17
1y STATE OF NEW MEXICO _§
S8
19 B
50 COUNTY OF EDDY §
2l The foregoing instrument was acknowledged before me this day of ., by

Peyton Yates as Manager (or Weed Oit & Gas Company, L.C., General Partner of SACRAMENTO PARTNERS
LIMITED PARTNERSHIP. 4 partiership.

ES A N

N

My Commission Expires:

Notary Public

(s BN e VRS |

S R N N S S S )

STATE OF NEW MEXICO

oL
[OS T )

S
§
COUNTY OF __ CHAVES §

[SURTE)
(TR N

%_\]T'h foregoing instrument was dd\I]O\\Ikdﬂcd betorg me [%m day of bgg . ]\L:Dg X, RD\Q, by
\A.jd \‘5 ? for HANSON M¢BRIDE Pl:TROLLUM
CQ. 2 New Mexico Limited Pmtnushm & partnership.

38
39 My Commission Expires:

20 - - Notary Public

36

45 STATE OF TEXAS §
46 §
47 COUNTY OF §

The foregoing instrument was acknowledged before me this day of by
<0 as for NEARBURG EXPLORATION
> COMPANY, L.L.C. , @ limited liability company.

My Commission Expires:
5 ) -
- Natary Public

60 STATE OF NEW MEXICO _§
§
27] COUNTY OF CHAVES §

63 The foregoing instrument was acknowledged before me this day of , by
64 as for SPIRAL, INC. ., a
65  New Mexico corporation, on behalf of said corporation.
66

67 My Commission Expires: ’
68 Notary Public
69

70

71

72

73

74
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STATE OF COLORADO

§
§
§

COUNTY OF __DENVER

The foregojing instrument was ackno\\’l%td betore me this c;?chd day of D€C€J’)’) ber . 2010. by
Ste phes 4 Marks as rezden t for MARKS OIL, INC. a

O corporation, on behalf of gaid corporation.
S /

SOOI
oty Public  —

Loaet L. brase.

My Commnyssion/Expires:

IEEYEY V.

STATE OF TEXAS

COUNTY OF $
The {oregoing instrument was acknowledged before me this day of . , by
Cathie Cone McCown_ as Trustee  for AUVENSHINE’S CHILDREN'S TRUST L atrust.

My Commission Expires:

Notary Public

STATE OF TEXAS §

§

COUNTY OF §
The foregoing instrument was acknowledged belore me this day of , , by

CATHIE CONE McCOWN, dealing in her sole and separate property

My Commission Expires:

Notary Public

STATE OF TEXAS §
3
COUNTY OF N
The foregoing instrument was acknowledged before me this day of , by
Kenneth G. Cone __ as Trustee  for TRUST CREATED UNDER THE WILL AND CODICIL

OF KATHLEEN CONE, DECEASED F/B/O THE CHILDREN OF KENNETH G. CONE.

My Commission Expires:

Notary Public

STATE OF OKLAHOMA §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of , . by
Bank of Oklahoma as Successor Trustee  for TRUST

CREATED UNDER THE WILL AND CODICIL OF KATHLEEN CONE, DECEASED F/B/O THE CHILDREN
OF TOM R. CONE.

My Commission Expires:

Notary Public

STATE OF OKLAHOMA §

§

COUNTY OF §
The foregoing instrument was acknowledged before me this day ol , . by

RANDY LEE CONE, dealing in his sole and separate property

My Comumission Expires:

Notary Public
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STATE OF COLORADO §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of , , by
as for MARKS OIL, INC. , a

corporation, on behalt of said corporation.

My Commission Expires:

Notary Public

STATE OF TEXAS §
§
COUNTY OF §
The foregoing instrument was acknowledged betore me this day ol , . by
Cathie Cone McCown as __ Trustee  for AUVENSHINE'S CHILDREN’S TRUST a trust.
My Commission Expires:
Notary Public
STATE OF TEXNAS §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this dav of . , by

CATHIE CONE McCOWN, dealing in her sole and separate property

My Commission Expires:

Notary Public

STATE OF TEXAS §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of by
Kenneth G. Cone  as Trustee _ for TRUST CREATED UNDER THE WILL AND CODICIL

OF KATHLEEN CONE, DECEASED F/B/O THE CHILDREN OF KENNETH G. CONE.

My Commussion Expires:

Notary Public

STATE OF OKLAHOMA §
§
COUNTY OF §
The foregoing instrument was acknowledged betore me this day of , by
Bank of Oklahoma as Sucgessor Trustee  for TRUST

CREATED UNDER THE WILL AND CODICIL OF IxA THLEEN CONE, DECEASED F/B/O THE CHILDREN
OF TOM R. CONE.

My Commission Expires:

Notary Public

Has e~

STATE OF ceitc-mem—\—
AL G’Es

COUNTY OF ?D TJodt um() @LS)/_
s\On Expp>

The foregoing instrument was acknow § Store 1 day of 2() 4 , by
RANDY LEE CONE, dealing in hi cfn(l scp‘\rqte‘m oy /7

W

Public

My Commisgion E\pncs

O\

DD
Vv
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~D —

STATE OF TEXAS

FSUNNS

-
U S U

COUNTY OF

The foregoing instrument was acknowledged before me this day of . , by
8 KENNETH G, CONE, dealing in his sole and separate property

My Comnussion Expires:

Notary Public

STATE OF MISSOURI

N
§
20 COUNTY OF §

i
2 The foregoing instrument was acknowledged before me this day of . . by
3 TOM R. CONE. dealing in his sole and separate property

w

My Commission Expires:

(2%

Notary Public
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OPERATING AGREEMENT
THIS AGREEMENT, entered into by and between __ YATES PETROLEUM CORPORATION

hereinafter designated and referred 10 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 parties o 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 reached an ugreement to explore and develop these Leases and/or Oil
and Gas Interests for the production of Oil and Gas to the extent and as hereinatler provided,

NOW THEREFORE. itis agreed as tollows:

ARTICLE L.
DEFINITIONS

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

Ao The term "AFE" shall mean an Authority for Expenditure prepared by a party 10 this agreement for the purpose of
estimating the costs to be incurred in conducting an operation hereunder.

B. The term "Campletion” or "Complete” shall mean a single operation intended to complete a well as a producer of Oil
and Gas i one ot more Zones, including, but not limited 1o, the setting of production casing, perforating, well stimulation
and production testing conducted in such aperation

C. The term "Contract Ared” shall mean all of the lands, Oib and Gas Leases and/or Oil and Gas Interests intended o be
developed and operated for Oil and Gas purposes under this agrecment.  Such lands, Oil and Gas Leases and Oil and Gas
Interests are described in Exhibic"a "

D The term "Deepen” shall mean u single operation whereby o well is drilled o an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the
lesser, .

E. The terms "Drilling Party" 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 well by order or rule of any state or federal
body having authority. 1f a Drilling Unit is nat fixed by any such rule or order, a Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties

G. The term "Drillsite” $hall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well 1s to be
located

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

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

J. The terms "Non-Drilling Pany” and “Non-Consenting Party” shall mean a party who elects not 10 participate in a
proposed operation.

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

Lo The term "Oit and Gas Interests” or “Interests” shall mean unleased fee and mineral interests in Oil and Gas in tracts
of tand lying within the Contract Area which are owned by parties 10 his agreement.

Moo The terms "Onl and Gas Lease,” "Lease” and "Leaschold” shalb mean the oil and gas leases or inlerests therein
covering tracts of land lying within the Contract Arca which are owned by the partics o this agreement.

N, The term "Plug Buck™ shall mean o single operation swhereby a deeper Zone s abandoned in order to attempt a
Completion in a shaltower Zone.

O, The term "Recompletion” or "Recomplete” shall mean an operation whereby a Completion in one Zone 15 abandoned
inorder to attempt a Completion in a different Zone within the existing wellbore.

P. The term "Rework” shall mean an operation conducted in the wellbare o o well after it is Completed 10 secure,
restore, or mmprove production in a Zone which is currently open to production in the wellbore.  Such operations include, but
are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, Recompleting, or Plugging Back ol 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 done to straighten the hole or drill around junk in the hole 1o overcome other
mechanical difficulties.

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

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

ARTICLE IL
EXHIBITS
The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof!
XA, Exhibit "A" shall include the following information:
(1) Description of Tands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Percentages or fractional interests of parties to this agreement, .
(4) Oil and Gas Leases and/or Ofl and Gas Interests subject Lo this agreement and burdens on production,

(5) Parties to agreement with addresses and tacsimile numbers for notice purposes,

hY B Exhibit "B, Form of Lease
X C. Exhibit "C." Accounting Procedure
X D Exhibit "D," Insurance

T Exhibit "B Gas Balancing Agreement

£ Exhibit "F Non-Discrinination and Certilication of Non-Segregated Facilities

E

G—EaxchibHt G Fas-Rarmership:

o Other:  Memorandum of Operating Ayreeiment
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Hoany provision of any extubit, except Exhibits "E)" "F" and "G," s inconsistent with any provision contained in
the body of this agreement. the provisions i the body of this agreement shall prevail.
ARTICLE L
ERESTS OF PARTIES

A, Oil and Gas [nterests:

If any party owns an Oil and Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this
agreement and during the term hereol as il it were covered by the form of Oil and Gas Lease attached hereto as Exhibit "B,"
and the owner thereof shall be deemed o own both royalty interest in such lease and the interest of the lessee thereunder.

B. Interests of Parties in Costs and Production:

Unless changed by other provisions. all costs and liabilities incurred in operations under this agreement shall be borne
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their
interests are set forth in Exhibit "A" In the same manner, the parties shall aiso own all production of Oil and Gas from the
Contract Area subject, however, 1o the payment of royalties and other burdens on production as described hereafier

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 expressly provided in this agreement, cach party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Contract Arca up (o, but not in excess of,

1/8" of 8/8ths and shall indemnify, defend and hold the other parties free from any liability therefor,

Except as otherwise expressly provided in this agreement, if any party has contributed hereto any Leuase or Interest which is
burdened with any royvalty, overriding royalty, production payment or other burden on production in excess of the amounts
stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall indemnity, defend
and hald the other parties hereto harmless from any and all claims atuibutable to such excess burden. However, so long as
the Drilling Unit for the productive Zone(s) is identical with the Contract Area, cach party shall pay or deliver, or cause to
be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)
which such party has contributed 0 this agreement, and shall indemnify, defend and hold the other parties free from any
l1ability 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 ta such higher price.

Nothing contained in this Article ULB. shall be deemed an assignment or cross-assigniment of interests covered hereby,
and in the event two or more parties contribute (o this agreement jointly owned Leases, the parties' undivided interests in
said Leaseholds shall be deemed separate leasehold interests for the purposes of this agreement. It is recognized by the parties hereto
that in additjion to each party’s share of working interest production as shown in Lxhibit “A¥, such party shall have the right,
subject to existing contracts, to market the royalfy gas _nmw[nulnblc to each lease which it contributes to the' Contract Area and to
receive payments due for such royalty gas piodiced from or allocated to such lease or leases. It is agreed that, regardless of
whether eiich party markets or contracts forits share of gas, including the royalty gas under the leases which it contriblited fo the

Contract Area, such party agrees to pay or cause to be paid to the voyilty owniers under its lease or leases the proceeds attributahble
to their respective royalty interest and o hold all other parties hereto harmless for its failure to do so.

C. Subsequently Created Interests:

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

The party whose terest 15 burdened with the Subsequently Created Interest (the "Burdened Party") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemmnify, defend and hold harmiess the other
parties 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 enforceable 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 agreement to assign or relinquish o any other party, or partics, all or a portion of its working interest and/or the
production attributable thereto, said other party, or parties, shall receive said assignment and/or production frec and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV,
TITLES
A. Title Examination:
Tide examination shall be made on the Drillsite of any proposed well prior 1o commencement of drilling operations and.

i a majority in nterest of the Drilling Parties so request or Operator so-elects, title examination shall be made on the entire

Drilhng Unit, or maximum anticipated Drilling Unit. of the well The opinion will include the ownership ol the working
interest, minerals, royalty, overiding royvalty and production payments under the applicable Leases Each party contributing
st, . 10) g royalty

Leases andior Ot and Gas Interests 1o be imcluded i the Driflsite or Drilling Unit if appropriate, shall furnish o Operator
all abstracts (including federal lease status reports), title opinions, utle papers and curative material in its possession 1:rcc of
charge. Al such information not i the pussession of or made available 10 Operator by the parties, but ncccssu}ry Ior“lhc
examination ol the ttle, shall be abtained by Operator. Operator shall cause title o be examined by attorneys on s staft t.)l'
by outside atorneys,  Copies of all tite opinious shall be furnished to cach Drilling Party.  Costs incurred by Operator i
for tte examination (including preliminary, supplemental, shutain royalty

procuring abstracts, fees paid outside attorneys va
in Exhibit "C" shall be borne by the Drilling

opinions and division order utle opinions) and other direct charges as provided .
of cach Drilling Party bears o the total interest of all Drifling Parties as such

Parties in the proportion that the interest )
by its staff atorneys or other personnel

interests appear in Exhibit "A" Operator shall muke no charge for services rendered
in the performance of the above functions.

Each party shall be responsible for securing curative matier and  pooling '
‘ Operator shall be responsible for the preparation

amendments or agreements required i

connection with Leases or Oil and Gas Interests contributed by such party

and  recording ¢ de ALIC declarat § d co unitizatic duct of hearir £s
S tizatlor greemen as ell as h con
@ Q 2 of po li g signations ot 0 agree S we 1. € C

of spacing or pooling orders or any other orders necessary oOf
from appearing on ils own behalt at such hearings.

i I appropriate o
before governmental agencies for the secunng

the conduct of operations hercunder. This shall not prevent any party

22 -
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Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings before governmental

agencies, and which costs are neeessary  and proper for the activities contemplated under this agreement,

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

Continued on Page 3
-

shall

be

direct
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Operator shall make no charge for services rendered by its staff attorneys or other personnel in the performance of the above
functions. '

No well shall be drilied on the Contract Area until after (1) the title 0 the Drilisite or Drilling Unit, if’ appropriate, has
been examined as above provided, und (2) the tde has been approved by the examining attorney or title has been accepted by
all of the Drilling Parties in such well
B. Loss or Failure of Title:

I Falure of Title: Should any Ot} 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 applicuble, a successor in interest to such party) shall have ninety (90) davs irom final determination of title
failure to acquire a new leasc or other instrument curing the entirety of the title failure, which acquisition will not be subject
o Article VILB., and failing (0 do so, this agreement. nevertheless, shall continue in force as to all remaining Oil and Gas
lLeases and [nterests: and,

(a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (including, it
applicable, a successor in interest to such party) shall bear alone the entire toss and it shall not be entitled to recaver 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 the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the
Lease or Intcrest which has failed, but the interests of the parties contained on Exhibit "A" shall be revised on an acreage
basis, as of the time it iy determined finally that title tailure has occurred, so that the interest of the party whose Lease or
Interestis affected by the title failure will thercafier be reduced in the Contract Area by the amount of the Lease or Interest failed;

() If the proportionate interest of the other parties hereto in any producing well previously drilled on the Contract
Area s increased by reason of the tile failure, the parly who bore the costs incurred in connection with such well attributable
o the Lease or Interest which has tailed shall receive the proceeds attributable to the increase in such interest (less costs and
burdens attributable theretoy unidl it has been retmbursed 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 his agreement, who is determined o be the owner of any Lease or Interest
which has faited, puy in wiy mamner any part of the cost of operation, development. or equipment, such amount shall be paid
1o the party or partics who bore the costs which wre so refunded:

(e) Any liabtlity Lo account 0 a person not a party to this agreement for prior production of Oil and Gas which arises
by reason ol ttle failure shall be borne severally by each party (including u predecessor 10 a current party) who received
production for which such accounting is required based on the wmount of such production received, and each such party shall
severally indemnify, defend and hold harmless all other parties hereto for any such liability 10 account;

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

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

2. Loss by Non-Payment or Erroneous Pavinent of Amount Due: If, through mistake or oversight, any rental, shut-in well

payment, minimum rovalty or royalty payvment, or other payment necessary to maintain all or a portion of an Oil and Gas
Lease or interest is not paid or is erroneously 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
sccures 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 10 Article VLB, the interests of the parties reflected on Exhibit "A"
shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the party
who failed 1o make proper payment will no longer be credited with an interest in the Contract Area on account of ownership
of the Lease or Interest which has terminated.  [f the party who failed 0 make the required payment shall not have been fully
reimbursed, at the time of the loss, from the proceeds of the sale of Qil 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
previously drilled or wells previously abundoned) from so much of the following as is necessary 1o effect reimbursement:

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

(b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person who failed
o make payment, up to the amount of unrecovered costs attributable to that portion of Oil and Gas thereafter produced and
marketed (excluding production trom any wells thercafter drilled) which, in the absence of such Lease or Interest termination,
would be attributable o the lost Lease or Inlerest on an acreage basis and which as a result of such Lease or Interest
termination is credited o other partics, the proceeds of said portion of the Qil and Gas 1o be contrihuted by the other parties
in proportion o their respective interests reflected on Exhubit "A" and,

(¢) Any monies, up W the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner
of the Lease or lnterest lost, for the privilege of participating in the Contract Area or becoming a party o this agreement.

3 Other Losses: All losses of Leases or Interests committed to this agreement. other than those set forth in Articles
IV.B1. and IV.B2. above shall be joint losses and shall be bore by all parties in proportion to their interests shown on
Exhibit "A " This shall include but not be hmited to the loss of any Lease or Interest through failure to develop or because
express or implied covenants have not been performed (other than performance which requires only the payment of money),
and the loss of any Lease by expiration at the end ol its primary term if it is not renewed or extended.  There shall be no
readjustiment of interests in the remaining portion of the Contract Area on account of any joint loss.

4. Curing Tite: In the event of a Failure of Title under Article 1V.B.1. or a loss of tite under Article [V.B2. above, any

Lease or Interest acquired by any party hereto (other than the party
(90) day period provided by Article IV Bl and Article 1V.B.2. above covering all or a
) g 9 N i e le /

to the parly whose interest has failed or was lost, and the provisions of Article VIILB

. whose interest has failed or was lost) during the ninety
portion of the interest that has failed
or was lost shall be offercd at cost

shall not apply to such acquisition.
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:
YATES PETROLEUM CORPORATION shall be the Operator of the Contract Area, and shall conduct

and direct and have full control of all operations on the Contract Area as permitted and required by, and within the limits of

this agreement.  In its performance of services hercunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the 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 activities under this agreement as a reasonable prudent operator, in a good and workmanlike
manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and
regulation, but in no event shall it have any lability as Operator 10 the other parties for losses sustained or liabilities incurred
except such as may result from gross negligence or willful misconduct.

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

I. Resignation or Removal of Operator; Operator may resign at any lime by giving written notice thereof to Non-Operators.

Il Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a
successor. Operator may be removed only for good cause by the affirmative vote of two or more Non-Operators owning a majority interest
based on ownership as shown on Exhibit "A" remuaining after excluding the voling interest of Operator; such vote shall not be
deemed effective until a writien notice hay been delivered w0 the Operator by a Non-Operator detailing the alleged default and
Operator has failed 0 cure the default within thirey (30) days from s receipt of the notice or, if the default concerns an

?unduy or legal holidays ol its receipt of the notjce

purposes wereof, 30d calse sha

gperation then being conducted, within fortv-eight (48) hours exclusive of Saturday
For T 1 060
mean not only gross negligence or willlul misconduct but also the material breach of or mability to meet the standards of
operation contatned in Article VAL or materiad failure or inabitity 1o perform its obligations under this agreement.

Subject 1o Article VIED 1., such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first
day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation bv Operator
or action by the Non-Operalors 0 remove Operator, unless a successor Operator has been selected and assumes the duties of
Operator at an carlier date. Operator, after cffective date of resignation or removal, shall be bound by the terms hereof as a
Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single
subsidiary, parent or successor corporation shall not be the basis for removal of Operator

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

successor Operator shall be selected by the parties.  The successor Operator shall be selected from the parties owning an
interest in the Contract Area al the time such successor Operator is selected.  The successor Operator shall be selected by the
affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A";
provided, however, if' an Operator which has been removed or is deemed to have resigned fails to vote or votes only to
succeed mself, the successor Operator shall be selected by the affirmative vote of the party or parties owning a majority
interest based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was
removed or resigned.  The foriner Operator shall promptly deliver o the successor Operator all records and data relating 1o
the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator.  Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
account.

30 Effect of Bankruptey: "I Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of a successor. [ 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 bankruptey court, all
Non-Operators and Operator shall comprise an interim eperating commitiee 1o serve unul Operator has elected o reject or
assume this agreement pursuant to the Bankeuptey Code, and an clection 1o reject this agreement by Operator as a debtor in
possession, or by a tusice in bankruptey, shall be deemed o resignation as Operator without any action by Non-Operators,
except the selection o @ successor During the peried of tine the operating committee controls operations, all actions  shall
require the approval of two (2) of more partics owning 0 maority interest based on ownership as shown on Exhibit "A"  In
the event there are onlv two (2) parties 0 this agreement. during the period  of time the operating committee controls
operations, a third party acceptable o Operator, Non-Operator and  the  federal bankruptey  court shall be  selected as a
member of the operating committee, and all actions shall require the approval of two  (2) members of the operating
committee without regard for their interest in the Contract Arca based on Exhibit "A"

C. Employees and Contractors:

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

D. Rights and Duties of Operator: ' ‘
| Competitive Rates and Use ol Affiliates: All wells drilled on the Contract Arca shall be dnilled on a competiive

contract basis at the usual rates prevailing in the area. it so desires, Operator may cmploy its own tools and equipment in

es therefor shall not exceed the prevailing rates in the area and the rate of such charges

the drilling of wells, but its charg

" { A e e rvrle e Ey e ,
shall be agreed upon by the parties in writing before drifling operations are commenced, and such work shall be performed by

Operator under the same terms and conditions as are customary and usual in the area in contracts of independent contractors
who are doing work of a similar nature.  All work performed or materials supplied by affiliates or related parties of Operator
shall be performed or supplicd at competitive rales, pursuant o written  agreement, and in accordance with customs and

standards prevailing in the industry.

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

Q discharge expenses ncu ed | the development a d ope ation of the Contract Area pu suant to this agleemut and sha
and &

H ; B Q SNOCNSE 1 t \ o5 t n uC.n
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhib
arge es

i showl :xpenses  inc ar 1d  credits
Operator shall keep an accurate record of the joint account hereunder, showimng cexpenses incurred and charges and

made and received.

3. Protection _from Liens: Operator shall pay, . ‘ ! "
for services rendered or performed, and for materials supplied on, o or in
account thereof, and shall keep the Contract Area free from

or cause 1o be paid, as and when they become due and payable, all accounts

of contractors and suppliers and wages and salaries

respect of the Contract Area or any operations for the jomnt
S
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liens and encumbrances resulting therefrom except for those resulting from a bona lide 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 o result of the sale of production {rom the
Contract Area, and such funds shall remain the tunds of the Non-Operators on whose account they are advanced or paid until

used for their intended purpose or othenwise 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 o account for Non-Operator funds as herein specifically provided.  Nothing in
this paragraph shall require the maintenance by Operator of  separate accounts for the funds of Non-Operatars unless the
parties otherwise specifically agree

5. Access to Contragt Area and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator

or its duly authorized representative. at the Non-Operator's sole risk and cost, full and free access at all reasonable times to
all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
operations  conducted thercon or production  therefrom, including Operator's books and records relating thereto.  Such  access
rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
Operator o furnish any geologic or geophysical data of an interpretive nature unless the cost of preparation of such
interpretive data was charged to the jolnt account.  Operator will furnish 1o cach Non-Operator upon request copies of any
and all reports and information obtained by Operator in connection with production and related items, including, without
limitation, meter and chart reports, production purchaser statements, 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 seeking the
information Any audit of Operator's records relating o amounts expended and the appropriateness of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibit *C."

6. Filing and Furnishing Governmental Reports: Operator will file, and upon written request promptly furnish copies to

each requesting Non-Operator not in default of its pavment obligations, all operational  notices, reports  or  applications
required 10 be filed by local, State, Federal or Indian agencics or authoritics having jurisdiction over operations hereunder,
Each Non-Operator shall provide to Operator on a timely basis all information necessary to Operator to make such filings.

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

(a) Operator will pn‘)mptiy advise Non-Operators of the date on which the well 1s spudded, or the date on which
drilling operations are commenced

(b) Operator will send 1o Non-Operators such reports. test results and notices regarding the progress of operations on the well
as the Non-Operators shall reasonably request, including. but not limited to, daity drilling reports, completion reports, and well logs.

(¢) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing
Oil and Gas in paving quantities as a result of examunation of the electric log or any other logs or cores or tests conducted
hereunder.

8. Cost_Estmates: 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 v operation pursuant o this  agreement.
Operator shall not be held fiable tor errors i such estimates so fong as the estimates are made in good faith

9 Insurance. AU all umes while operations are conducted  hereunder,  Operator shall comply  with  the  workers

compensation law of the swate where the operations are being conducted: provided, however. that Operator may be a selt-

insurer {or Lability under said compensation laws in witich event the only charge that shall be made to the joint account shall
be as provided in Exihibit "C." Operator shall also carey o provide insurance {or the benetit of the joint account of the parties
as outhined 1 Exhibit "D attached hereto and made @ part hereof. Operator shall reguire all contractors engaged in work on
or for the Contract Arca to comply with the waorkers compensauon law ol the state where the operations are being conducted
and to maintain such other insurance as Operator may require.

In the evenl automobile Hability insurance is specified in said Exhibit *D," or subsequently receives the approval of the
parties, no  direct charge shall be made by Operator for premiums paid for such insusance tor Operator's  automative
cquipment,

ARTICLE V1L

DRILLING AND DEVELOPMENT

1 A 13 et
t

. . X 1la
Onor-before-th chearr : —Operaiarshati-commenee-the-drthag

Well at the foltowing location:

The d H“xig;vl' the Initial Well and the participation therein by all parties is obligatory, subject to Article VLC.I. as o participauon

- R s H 3 b e .
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B. Subseguent Operations:

I, Proposed Qperations: (
if any party should desire 1o Rework, Sidetrack, Deepen, Recomplete or Plug ‘
ise relinquished its interest in the proposed objective Zone under

If any party hereto should desire 1o drill uny well on the Contract Area other than the Initial Well, or
Back a dry hole or a well no longer capable of

producing in paying quantities in which such party has not otherw : !
drill, Rework, Sidetrack;—Deepen; Recomplete or Plug Back such a well shall give written

this agreement, the party desiring 10 give wn
such objective Zone

notice of the proposed operation to the parties who have not otherwise relinquished their interest in
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under this agreement and o all other partiecs in the case of a proposal for Sidetracking or Deepening, specitying the work 1o be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation.  The parties to whom such a
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing o do the work
whether they clect to participate in the cost of the proposed operation.  If a drilling rig s on location, notice of a proposal to

Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by Lcluphom and confirmed in writing by any !01 m of facsimile and
the résponse perio shill be limited forty-

eight (48) hours, exclusive of’ Saturday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation.
Any proposal by a party to conduct an operation contlicting with the operation initially proposed shall be delivered to all parties
within the time and in the manner provided in Article V1.B.6.

If all partics 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 Operator shall, no later than ninety (90) days ufter expiration of the notice period of thirty (30) days (or as
promptly as practicable afler the -eXpiration of the furty-cight (48) hour period when a drilling rig is on location, as the case
may be), actually commence the proposed operation and thereafier complete it with due diligence at the risk and expense of
the parties participating therein; provided, however, said commencement date may be extended upon written notice of same
by Operator to the other partics, for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such
additional time

s reasonably nee v o obtamr permits from  governmental authorities, surface rights (including rights-of-
way) or appropriate drilling equipment, or 1o complete title examination or curative matter required for title approval or
acceptance.  If the actual operation has not been comimenced within the time provided (including any extension thereof as
specifically permitted hercin or i the force majeure provisions of Article XI) and if any party herelo still desires to conduct
said operation, written notice proposing same must be resubmitted 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 15 made hereunder shall, if such parties desire to participate in the proposcd Decpening or Sidetracking operation,
reimburse the Drilhing Parties in accordance with Article VIB.4. in the event of a Deepening operation and in accordance
with Article VIB.5. in the event ol a Sidetracking operation

2. Qperations by Less Than All Parties ) o
() Reternunalion O Parlicipation.” I any party to whom such notice is delivered as provided in Article VI.B.1. or

VIC.I. (Option Noo 2) elects not 1o participate in the proposed operation, then, mn order 10 be entitled o the benefits of this
Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (90) davs afier the expiration of the notice period of thiny (30) davs (or as promptly as practicable after the
expiration of the forty-cight (48) hour period when o Jdrilling rig is on location, as the case may be) actually commence the
proposed operation and complete it with due diligence.  Operator shall perform all work for the account of the Consenting
Parties. provided, however, it no drilling rig or other cquipment is on location, and if Operator is a Non-Conscnting Party,
the Consenting Partics shall either: (i) request Operator o perform the work required by such proposed operation for the
account of the Consenting Partics, or (il) designate one of the Consenting Parties as Operator to perform such work. The
nghts and duties granted to and imposed upon the Operator under this agreement are granted o and imposed upon the party
designated as Operator for an operation in which the original Operator is @ Non-Consenting Party.  Consenting Parties, when
conducting operations on the Contract Area pursuant 1o this Article VI.B.2,, shall comply with all terms and conditions of this
agreement

If less than all parties approve any proposed operation, the proposing party, immediately after the expiration of the
applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its
recommendation as to whether the Consenting Parties should proceed with the operation as proposed.  Each Consenting Party,
within forty-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 participation to such party's interest as shown on Exhibit "A" or (i) carry only its
proportionate part (deternuncd by dividing such purty's interest in the Contract Area by the interests of all Consenting Parties in
the Contract Area) ol Non-Consenting Parties’ interests, or (i) carry its proportionate part (determined as provided in (ii))
Non-Consenting  Partics' interests  together with all or o 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 propusing the operation if such party does not withdraw its
proposal.  Failure o advise the proposing party 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 welephone and confirmed |n writing by any form of facsimile, and the tume pmmnui
for such Rl FeSPONSC Jal 101 exceed

total of forty-cight (48) hours (exclusive of Saturday, Sunday and Icgul holidays).  The proposing party, at its election, may
withdraw such proposal it there is less than 100% participation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours i« dulling rig s on location, fullowing expiration of the applicable response period.
If 100% subscription to the proposed operation Is obtained. the proposing party shall promptly notify the Consenting Parties
of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the

eriod provided in Article VLB, 1. sybject o the same extension right ag provided therein. ) ) o |
peaod pro kE RL|§[1(]UlShmt‘ﬂl orl ‘nlcusl for Non-Participation. The entire cost and risk ol conducting such operations shall be

borne by the Consenting Partics in the proportions they have clected 10 bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the leaschold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties.  If such an operation results
in a dry hole, then subject to Articles VI.B.6. and VLESJ., the Consenting Parties shatl plug and abandon the well and restore
the surface location at their sole cos, risk and expense, provided, however, that those Non-Consenting Parties  that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate
and abandoning the well and restoring the surface location insofar only as those costs were not
I Reworked, Sidetracked, Deepened,

shares of the cost of plugging
increased by the subsequent operations of the Consenting Parties.  1f any well drilled, .
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas n
the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk,
to Operator (if the Operator did not conduct the operation) and shall be operated by it at the
Consenting Parties.  Upon  commencement of operations for the dritling—Rewerktg
with the

the
Non-

and the
paying quantties,

well shall then be turmed over

expense and for the account of the ‘ ’

i N sl e
Deepening—or—Plugging—Back of any such well by Colnsenbtmg Parties in fxc(.or;u'w.c |
Party shall be deemed to have relinquished to Consenting  Parties, and

Sidetracking—Recompletng;
provisions of this Article, each Non-Consenting ’ . ‘ ;
receive, in proportion 1o their respective anterests, all of such

i artics she noan : entitled 10
onsenting  Parties  shall own ‘and be enut ‘ ! o
: . i the case of a Reworking, Sidetracking,

i Party's | i e well share of producti refrom or,
Consenting  Party's interest in the well and share of production  the
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Deepening, Recompleting  of plugging Back, or Completion pursuant 10 Article VI.C.1. Option Na. 2, all of such Non-
Consenting Purty’s interest i the production obtained ifrom the operation in which the Non-Consenting  Party did not elect
{0 participate. Such relinguishment shall be cffective antil the proceeds of the sale of such share, calculated at the well, or
market value thereof i such share is aol sold (after deducting applicable ad valorem, production, severance, and cxeise Laxes,
royalty, overriding royahy and other interests not excepted by Anticle 11LC. payable out of or measured by the production
from such well aceruing with respect W such interest until it revents), shall equal the total of the following:

(y__200 % of each such Nun-Consentng Party's share of the cost of any newly acquired surface equipment
peyond  the wellhead  connections (including  bul not limited (0 stock  tanks, SEpRralons, (realers, pumping equipment and
piping), phus 100% of cach such Won-Consenting Party's share of the cost of operation of the well commencing with first
production and  continuing untit cuch such  Non-Consenting Party's relinquished  mierest shall revert 1o i under  other
pravisions of this Asticle, 1L being agreed that each Non-Consenling Party's share of such costs and squipment will be that
imterest which would have been churgeable 10 such Non-Consenting Party had it participated in the well from the beginning
of the operations: and

(i) __800 o of (a) hat portion of the  cosls and expenses of drilling.  Reworking, Sidetracking, Deepening,
Plugging Back, testing, Completing, and Recompleung, after deducting wny cash contributions  received under Article VULC,,
and of (b) that portion ot the cost of newly acquired equipment in the well (to and including the wellhead connections),
which would have been chargeable 1o such Non-Consenting Party if it fad participated therein.

Notwithstanding anything 10 the contrary in s Article VLB, if the well does not reach the deepest objective Zone
described in the notice propasiag  the well for reasons other  than the encountering of granite  Of practically impenetrable
cubstance of other condition in the hole rendering  further operations impracticable, Operator shall give notice thereof to each
Non-Consenting  Party  who submitted or voted for an alternative  proposal under Asticle VIB.6 to drill the well o a
shallower Zone than the deepest objective Zone proposed i the notice under which the well was drilled, and each such Non-
Consenting Party shall have (he option to participat in the initial proposed Completion of the well by paying its share of the
cost of drilling the well 1o its actual depth, caleulated in the manner provided n Article VIB4. (a) if any such Non-
Consenting Party does not elect to panicipate i the first Completion proposed  for such well, the relinquishment provisions
of this Article VIB.2. (b) shall apply 1o such party's interest,

(¢) Reworking, Recompleting 1 Plugging__Back. An election nol 1o participate in the drilling, Sidetracking  or
Deepening of a well shall be deemed an election not 1o participate . any Reworking or Plugging Back operation proposed in
such a well, or portion thereof, to which the initial non-consent election applied that is conducted at any time prior o full
recovery by the Consenung Parties ol the Non-Consenting Party's recoupment  amount. Similarly, an election not
participate the Completing o Recompleting ol a well shall be deemed an clection not 1o participate 1 any Reworking
operatian proposed such o well, ac purion therent, to which the initial non-vonsent elecion applied that s conducted  at
any  time prion 10 full recovery by e Consenting  Partics of the Non-Consenung Parny's recoupment amount Any such
Reworking, Recompletng o Plugging  Back vperanon conducted during the recoupment period shall be deemed part of the
cost of operation Bt swd well and there shall be added o the sums 10 pe recouped by the Consenting Partics 300 % of
that portion uf e costs of the Reworking, Recompleting or Plugging Rack operaton which would have been chargeable ©
such Non-Cousenting Party had it purticipated therein.  If such 2 Reworking, Recompleting ot Plugging Back operation 1s
proposed during such recoupment perod, the provisions of this Article VLB shall be applicable as petween saud Consenting
Parties in said well

(d) Recoupment Mallers, During the pernod of time Cunsenting Parties are entithed o recadve Non-Consenting Party’s
share of production, ol e proceeds Dherelrom,  Consenting Parties shall be responsible  for the payment of all ad valorem,
production. Severancy, eNcise, gathering and other taxes, and it Fovalty. overnding royalty and other burdens apphicable 1o
Non-Consenting Party's share of production ot excepled by Article HLC,

in the case ol any Reworking. Sidetracking, Plugging Back, Recompleting of Deepening  operation. the Consenting
parties shall be penmilted 1o use. frec ol cost, all cusmg, whing and other cquipment in the well, but the ownership of all
such equipment shall rematd unchanged; and upon apandonment of 4 well after such Reworkmg, Sidetracking, Plugging Back,
Recompleting ot Deepening, the Consenting Pagtics  shall account for all such cquipment to the owners thereof, with each
party receiving its proportionate partin Kind of in value, less cost ol salvage.

Within ninety (90) days after the completion of any operation under this Article, the party conducting the operations
for the Consenting Parties shall furmsh cach Non-Consenting Party with an inventory of the equipment in and connected 0
the well, and an itemized  statement of the cost of dritling, Sidetracking, Deepening, Plugging Back, testing, Completing,
Recompleting, and equipping the well for production; of, al its option, the operating party, in liew of an itemized statement
of such costs of operation, may submit @& detailed statement of monthly billings. Each month thercafter, during the time the
Consenting Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties
shatl furnish the Non-Consenting  Partis with an itemized statement of all costs and Jiabilities incurred in the operation of
the well, together with a statement of the guantity of Ot and Gas produced from it and the amount of proceeds realized {rom
the sate of the wells working  interest production during the preceding month,  In determining the quantity of Oit and Gas
produced during  any month, Consenting parties shall use industry accepted methods such as but oot ]ir71i1?d 1o ‘\xcléritwg 'or'
petiodic well tests,  Any amount reatized from the sale or other disposition of equipment newty acqmred. in connecuon \f\t&\
any such operation which would have peen owned by & Non-Consenting  Party had it pumciputcd therein Sh.'z\“ e credited
against the (otal unreturned  COS(S ol the work done and of the vquipment purchased in determining when the interest of such
Nuon-Conscmmg Party shall revent o it as above provided. and i there 1s 2 credit balanee, it shall be paid to such Non-
Consenting Pasty.

I and when the Consenting Partivs regover from a Non-Consenting Party's relinquished
Party shall qutomatically revert 10 i as of 7:00 am. on the day

intercst the amounis provided

for above, the retinguished interests of such N0|1~Consmmng '
following the dav on which such recoupment oecurs, and, from and after such reversion, such Non-Consenting Party shall
. ‘ and equipment o 0r pertaining  thereto, and the production thercfrom  as
drilling, Sidetracking, Reworking,

d with and

gwn  the same interest in such well, e material

. ave  been ¢ ¢ a articipated 10 the
such Non-Consenung party  would have  been cnutted to had it pxmupmd

Decpening Recompleting of Plugging Back of smd well. Thereafter. such Non-Consentiiy party shall be charge
. ‘ . ot s accordance Wi . erms of this
shall pay W8 proportionate part ol the further costs of the operaton of sad well m accordance with the terms ©

agreement and Exhibit "C" attached herelo. .
3 Srand-By Cosis. when a well which has beett drille or Duepened las reached 1ts

’ .
o i } operati : be therwise
completed and the Tesulls thereol furnished 1o the parties, ©f when operations 00 the well have been ©

} 1 = a party's SN
stand-by  costs incursed  pending response 10 @ party's notee propo

authorized depth and all tests have

. g a Reworking,

terminated pursuant 10 Agticle VLI,
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Sidetracking, Deepening, Recompletng, Plugging Rack of Completing operatiot in such 2 well (including the period required
under Article ViB6. 10 resolve competing proposnls) shatl be charged and borne s part of the drilling ©OF Deepening
operation just completed Srand-by ¢€Osts subsequent 10 all parties responding, ©F expiration of the response tme pcrmitt‘cd,
whichevers first oceurs, and priot 10 agreement a8 10 the p:xr\'\c'\pm‘\\\g fesests of all Consenting Parties pursuant o the emms
of the second grammmica& pumgmph of Article viB2 (a), shall be charged 0 and borne as part of the proposed operation,
put if the proposnl 18 subsequently withdrawn  because of insufficient pamcipmion, such suand-by costs shall be allocated
berween the Consenting Parties i the propen'\on each Consenting Party’s interest as shown on Exhibit "A" bears o the wtal
{aterest as shown an Exhibit A" of all Consenting Parties.

1 the event Ahat nouce for a jdetracking operation i given while the drilling ng 0 pe utilized is on tocauiosn, any party
may  request and receive Up o five (3} additional days after expiration of the forry -eight hour 1esponse period speciﬂed n
Article ViB.i within which 10 respound by paymng for all stand-by  custs and other COstS incurred during such extended
response periods Operatos may require such party 10 pay the estimated gtand-by e in advance &8 4 condition © pxtending
the response period. If more thay one party clecty o take such additional ume (o respond 10 the notice, standby costs shall be
Jllocated  berween the parties taking additional ume o respond on @ duy-to-day basis e pmpomon cach electing party's
interest as shown o1 Exhibit "A" bears 1o the wtal interest as shown o0 Exhibit A" of all the electing parties.

4. Deepening. It fess than all parties elect 10 participate i oa drithng, Sidetracking, Of Deepening pperation proposed
pursuant 10 article vigl. e inyterest relinguished by the Nun-Conscm‘mg parties o e Consenting parties unde’ Artvit\e
v1.8.2. shall retate onty and be mited o the fesser of (1) the total depth actually drilled Qr (i) the gbjective depth OF Zone
of which e partivs Were wivert notive under aruele VLBL " Inital Objective”) guch well shall not be Deepenced beyond the
nitial Objective without st complying with this Antiche W attord the Non'Conﬁcnnng partics e «,\ppm’\m\i(y o paricipate
in the Deepening operation

In the event any Comsenting Paly dusires 10 aritl or Decpent ? Non-Consent Wwell o a depth below the Inuial Objective.
such  party ghall give nouse et comphving with the requireinents of Anick VIR W Al parties (ncluding Non-
Consenting Parties) Thereupon. Artiches V1 B wnd 2 shall apphy aud all parties rectIving such npouet shall have the right 10
participate or nat pm‘kiciplnc i the Deepeiiie of such el pursiant © said Astcles Vg and 2 o Deepening aperation
is nppro\'cd pursuint o such proy sions. and 1Ay Nun-Consenting party elects W parteipate in the Decpening operation.
such Mon-Consenting party shath pay ar ke renmburseaient {as 1he case ity pe) of the fallowing <asts A expenses

(a) W the propos:\l W Peepent 15 made priot 10 the Completion ab such well us o well capuble of producmsg in paying
quantities, such Non-Consenhng Party shall pay (v reimburse Consenting Parties for, @8 (he case May bey that share of costs
and expenses peurred Cutinestion with the driling of said well o the surtace @ the ol Objective which  don-
Consenting Party would  have paid pad such Non-Cousenting Party agreed 0 partcipiie therein, plus the Non-Consenting
Party's share of the cost of Deepening and ol pasticpaung i any further gperations on the well i accordance with the other
prov\sions of this Agreemnent. px'u\ndcdj nowever, Al costs toi wsiing and Completon OF attermpted Completion of the well
incurred by Consenting parties prwr 0 the point of actual operutions W Deepen peyond e Initial Objective shall be for the
sole account of Consenting Parties.

(1) If the propos;xl 15 made for a Non-Consent Well that has been prc\f\ousiy Complewed as & well capable of producmg
in paying quantities, put is 1o longer capable of producmg in paying quzm(i\ics, such Non-Conscming party shall pay {or
reimburse Consenting parties  for, % e case may be) 1S proportionmc share o all costs of drilling Completing, and
equipping said well from the surface © (he Initial Objective, caleulated 0 the mannet pm\"idcd in pziragmph (a) above, less
those costs recouped b \he Consenting partics trom e sale of production from the well. The Non-Consenting party shall
also pay is propor\ion;ue share of all costs af re-entering said well, The Non-Consemmg parties' propcrtionmc part (based
on the percentagt of such well Non-Conscming Party would have gwned had it prevkous\y partkcipmcd in such Non-Consent
well) of the costs of satvable materials and  equipment remaining the hole and  salvable surface equipment used 0
connection with such well shall be determined in accordance with Exhibit scr I the Consenting parties have recouped he
cost of drithng, Completing, and equipping the well al e time  such Deepening operation 1S conducted, then a Now-
Consenting Party may participate in the Decepening of the well with 80 payment for costs incurred prior 0 re-entering the
well for Deepeting

The {oregoing shall ot imply @ right Of Ny Consenting Party Lo propose any Deepeting for a Non-Consent Well priot
(o the drifling of such well o 1S il Objeetive without the consent of the other Consenting Parties as provldud in Article
VLF

3 W"«‘& Any pacty having the nght 10 participate n o pmposud Sidetracking operatiad that does 0ot own an
interest 10 the affected wellbore at the time of the notice shall, upon clecting 10 participate, ender to the wellbore @wners is
propomonmc share {equal W0 s ierest i the Gidetracking \mcmlmn) of the catpe of hat portion of e exisung wellbore
(0 be utihized a8 follows:

() U the pmposu\ is for Gidetrucking ut existing dry hote, reimbursement shall be on the basis of the actual costs
incurred 10 the instial arilting of (e well down 1@ e depthat which the Sidetracking pperation {5 initiated.

(p) If the pmposnl is for gidetrackng @ well which has prcvious\y pmduccd. rcxmbursemum shait be on the basis of
such party's propm‘nonmc share of dritting and cquipping costs ineurred 10 (he mitial aring of the well down o he depth
at which the gidetracking operation 13 conducied, calgubaied 10 the manoer described i Article VIB.4(b) above. Such party’s
proponionmc share ol the o8t of the well's salvable materials and equipment down 1o W& depth at which the Sidetracking
operaiion is intiated shall be Jerermned 1 aocordance with the PIOVISIONS of Extubit "l

6. Qrde
propose the conduct of an operm'\on that contlicts with 2 proposn\ that has been made by 2

| of Preference ol Operations. Except 83 atherwise spuciﬂcz\lly prowdcd in tus z\greemcm, if any party desires 10

panty under this articte V1, such

|l have fifteen (13) days from delivery of the initial proposal. in the case of a proposa\ to dnil 8 well or 10 perform

party sha : ;
on, Of awenty-four (24) hours, exclusive of Saturday, Sunday and Jegal

an operation of 4 well where no drilling 11 is on locats ay ’
holidays from dehvery pf the nitial proposz\], i a driting rig is on tocation 1o the wetl on which sueh operation 1% o be

ict i ; i ‘5 i h
conducted, 10 deliver 10 all partics entitled 10 participate in the proposed operation quch party’s qlternative prcpesul, suc

o contain the same {nformation required 10 be inctuded 9 the initial proposm, Each party receiving sugh
o 1o Operater within fve (5) days after expiration of the proposn\ period, OF within
if o drilling rig is on location for the well that 15 the

alternale proposm
proposa\s chall elect by detivery of notic

twenty-four (24 hours (exc\usive of Saturday, Sunday and legal holidays) | "
¢ : Aty A ithi . rime reauaret
subject of the proposa\s 10 p;\mcxpmc in one Of (he compenng pmposa\& Any party aot clecting within e 1 eq
7 i P partie L : F oate peroentage
shall be deemed 0ot o have voted The propos:\\ receiving the volE of parties gwning e Jargest aggregat pe g
2 : ) .

eres e Y 3 i i & gt elin IR e case C (A l:lti‘ vote, the
nt 1 Uf‘ th D"&ﬁ:ltiS oUng shi i have pl.\()ﬂ Y over atl othe compe ing P Opost S, ot Qs
nte L0



JLo L L3 L) La Lo LD LD Ls RORO R R D N N kD
oot s Oy B L) M) — DD e ) Oy e B LD b

J

64

66

63
69
70
71
72
73
74

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

initial proposal shall prevail. Operator shall deliver notice of such result 1o all parties entitled to participate in the operation
within five (5) days afler expiration of the election period (or within twenty-four (24) hours, exclusive of Saturday, Sunday
and legal holidays, il a drilling rig 1s on location)  Euch party shall then have two (2) davs (or twenty-four (24) hours if a rig
is on locauon) from receipt of such notice 1o clect by delivery of notice 1o Operator 10 participate in such operation or to
relinquish interest in the attected well pursvant o the provisions of Article VEB.2. failure by a party to deliver notice within
such period shall be deemed an celection not to participate in the prevailing proposal.

7. Conformity to Spacing Patern. Nouwithstanding the provisions of this Article VIB 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, unless such well conforms to the then-existing well spacing pattern tor such Zone

3. Payig Wells, No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or

Stdetracking operation under this agreemuent with respeet 0 any well then capable of producing in paying quantities excepl
with the consent of all parties that have not relinguished interests in the well at the time of such operation.
C. Completion of Wells; Reworking and Plugging Back:

I Completion: Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well
drilled, Deepened or Sidetracked pursuant to the provisions of Artice VLB.2. of this agreement.  Consent to the drilling,

Deepening or Sidetracking shall include:

o

B—9pton—No—l—Al—nesessarr—expenditures—or—the—drting—Deepening —or—Sidetracking—tes

pletig—an

re-of-the-wel—tneluding

HHPRHS - 3 andlorsurface{facthties

Option_No. 2. All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well. When
such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the results
thereof furnished (o the parties, Operator shall give immediate notice to the Non-Operators having the right to
participate in o Completion atempt whether or not Operator  recommends attempting to Complete the well,
together with Operator's AFE for Completion costs if not previously provided.  The parties receiving such notice
shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of
notice 1o Operator to participate in a recommended Completion attempt or to make a Completion proposal with an
accompanying AFE.  Operator shall deliver any such Completion proposal, or any Completion proposal conflicting
with  Operator's proposal, to the other parties entitled to participate in such Completion in accordance with the
procedures specified in Article VIB.6. Election w0 participate in a Completion attempt shall include consent to all
necessary expenditures for the Completing and equipping of such well, including necessary tankage and/or surface
facilities but excluding any stimulation operation not contained on the Completion AFE.  Failure of any party
receiving such notice to reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the Completion attempt; provided, that Article VIB.6. shall control in the case of
contlicting Completion proposals. I one or more, but less than all of the parties, elect to attempt a Completion, the
provision of Article VB2 hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or  Plugging
Buck” as contained in Article VEB.2. shall be deemed o include "Completing") shall apply to the operations.
thereafter conducted by less than all parties; provided, however, that Article VIB.20 shall apply separately to each
separate. Completion or Recompletion attempt undertaken hereunder, and an - election to become a Non-Consenting
Party as to one Completion or Recompletion attiempt shall not prevent a party trom becoming a Consenting Party
i subsequent Completion or Recompletion attempts regardless  whether  the Consenting Parties  as 1o carlier
Completions or - Recompletion have recouped  thels costs pursuant (o Article VIB.2., provided further, that any
recoupment of costs by o Consenting Party shalt be made solely from the production atiributable to the Zone in
which the Completion atempt is made,  Election by a previous Non-Consenting party o participate in a subsequent
Completion o Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
materials  and  equipment installed 1w the well pursuant to the previous Completion or  Recompletion  attempt,
insofar and only insofar as such materials and equipment benefit the Zone in which such party participates n a
Completion attempt

2. Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,

Recompleted, or Plugged Back pursuant to the provisions of Article VIB.2. of this agreement.  Consent to the Reworking,
Recompleting or Plugging Back of a well shall include all necessary expenditures in conducting such operations  and
Completing and equipping of said well, including necessary tankage and/or surface facilities.
D. Other Operations:
Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of
Sixty Thousand Dollars ($.60,000.00 ) except in connection with the

drilling, Sidetracking, Reworking, Deepening, Completing, Recompleting or Plugging Back of a well that has been previousty
authorized by or pursuant (o this agreement; provided, however, that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nawre, 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 parties. 1ff Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so

requesting an information copy thereof (or any single project costing in excess of __Twenty-Five Thousand Dollars
($.25,000.00 ). Any party who has notrelinquished its interest in a well shall have the right to propose that
$.25,000. 3

Operator perform repair work or undertake the installation of artificial lift equipment or ancillary production facilities such as
sall water disposal wells or o conduct additional work with respect o @ well drilled hereunder or other similar project (but
not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall
be governed by separate agreement between the parties) reasonably estimated 1o require an expenditure in o excess of the
amount first set forth above in this Article VLD, (except in connection with an operation required to be proposed under
Articles VIDT or VIC.E Opuon No. 2, which shull be governed exclusively be those Articles).  Operator shall deliver such
proposal to all partics enutled participate therein, I within thirty (30) days thereof Operator sc‘ctllres 11.18 written consjcm
of any party or partics owning at least 75 % of the interests of the parties entitled 1o participate in such operation,
cach party having the right o participate such project shall be bound by the terms oi such proposal and shall be obligated

to pay its proportionate share of the cosis of the proposed project as if it had consented 10 such project pursuant to the terms

of the proposal.
F. Abandoument of Wells:

| Abandonment of Dry Holes: Except for any well drifled o Decpened pursuant to Article VIB.2., any well

which has

Tt 1§ sed o be ¢ eted as < / ¢ shall not be
been drilled or Deepened under the terms of this agreement and is proposed o be completed as a dry hole she

-9 -
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plugged and abandoned without the consent ol all parties,  "Should Operator, after diligent effort, be unable to contact any
party, or should any party tail to reply within forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after
delivery of notice of the proposal to plug and abandon such well, such party shall be deemed to have consented to the
proposed abandonment.  All such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, risk and expense of the partics who participated 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 take over the well as of the end of such
forty-eight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of
Article VLB.; failure of such party to provide proot reasonably satisfactory to Operator of its financial capability to conduct
such operations or to take over the well within such period or thereafter to conduct operations on such well or plug and
abandon such well shall entitle 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 parlies against
liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and
restoring the surface, for which the abandoning partics shall remain proportionately lable

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. 1f all parties consent to
such abandonment, the well shail be plugged and abandoned in accordance wuh applicable regulations and at the cost, risk
and expense ol all the parties hereto. Faiture of w party w reply within sixty—(60) thirty (30) days of delivery of notice of proposed
abandonment shall be deemed an elecuon to consent w the proposal 11 within shvb=(603 thirty (30) days after delivery of notice of the
proposed ahandonment ot any welly all parties donot agree o the abandonment of such well, those wishing (o conunue its
operation from the Zone then open o production shall be obligated 0 ke over the well as of the expiration ot the
apphicable notice period and shatt mdamniy Operitor GF Operator i an abandoning parts) and  the other abandoning  partics
against Habdity for any further operations on the well conducted by such partics.  Fallure of such party or parties o provide
proot’ reasonably  satistactory o Operator ol their Nnancial capability o conduct such operdtions or (o take over the well
within the required period or thereatter 12 conduet operations on such well shall entitle operator 1o retain or take pussession
of such well and plug and abundon the well

Parties taking over @ well as provided herein shall tender 1 cach of the other parties its proportionate share of the value of
the well's salvable material and cquipment, determined in accordance with the provisions of Exhibit "C," less the estimated cost
of salvaging and the estimated cost of plugging and abundoning and restoring the surfuce; provided, however, that in the event
the estimated plugging and abandoning and surlace restoration costs and the estimated cost of salvaging are higher than the
value of the well's salvable material and equipment, cach of the abandoning parties shall tender to the parties continuing
operations their proportionate shares of the estimated excess cost.  Each abandoning party shall assign to the non- -abandoning
partics, without warranty, express or implied, as 10 tide 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 Leasehold insofar and only
insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. [t the
interest of the abandoning party is or includes and Oil and Gas Interest, such party shall exccute and deliver to the non-
abandoning party or parties an oil and gas lease, limited to the weilbore and the Zone then open to production, for a term of
one (1) year and so long thereatter 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 leases to, the assignees shall be in a ratio based upon the relationship of their
respective percentage of participation in the Contract Area o the aggregate of the percentages of participation in the Contract
Area of all assignees. There shall be no readjustment of interests in the remaining portions of the Contract Area.

Thereafter, abandoning parties shall have no further responsibitity, liability, or interest in the operation of or production
from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. Upon
request, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and
charges contemplated by this agrecment, plus any additional cost and charges which may arise as the result of the separate
ownership of the assigned well.  Upon proposed abandonment of the producnw Zone assigned or leased, the assignor or lessor
shall then have the option W 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 VIE L. or VLE.2. above shall be applicable as

between Consenting Parties 1 the event o the proposed abandonment of any well excepted from said Articles, provided,
however, no well shall be permancntly plugged and abandoned unless and unul all parties having the right to conduct further
operations therein have been notfied ol the proposed abundonment and aflorded the opportunity to clect to take over the well
in accordance with the provisions ol this Article VLE.; and provided further, that Non-Consenting Parties who own an interest
in a portion of the well shall pay thew proportionate shares of abandonment and surface restoration cost for such well as
provided in Article VI.B.2.(b).

Termination of Operations:

Upon the commencenient of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion or plugging of a well, including but not limited 1o the Initial Well, such operation shall not be termina‘tcd without
consent of parties bearing 100 % of the costs of such operation; provided, however, that in the event gmm.tc or o.thcr
practically impenetrable substance or condition in the hole is encountered which renders further o;‘)ermions impractical,
Operator may discontinue operations and give notice of such condition in the manner provided in Article V1B.1, and the
provisions of Article VLB or VLE, shall thercafter apply 1o such operation, as appropriate.

G. Taking Production in Kind:
Option No. 1: Gas Balancing Agreement Attached

E:"xch party shall have the right to take in kind or separately dispose of its proportionate share o £ all Oil and Gas produced from

of production which may be used in development and producing operations and in preparing and
Any extra expenditure incurred in the taking

Contract Area, exclusive
treating Oil and Gas for marketing purposes and production unavoidably lost.
of its proportionate share of the production shall be borne by such party. Any

in kind or separate disposition by any party i
required to pay for only its proportionate share of such part ©

party taking its share of production in kind shall be

Operator's surface facilities which 1t uses. o
ivision orders and contracls as may be necessary for the sale o
shall be entitled to receive payment

its interest in
Each party shall exccute such d

from the Contract Area, and. cxcept as provided in Article VILB.,
S 10 -

production
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directly from the purchaser thereof for its share of all production.

If any party fails 1o make the arrangements necessary to lake in kind or separately dispose of its proportionate
share of the Ol and Gas produced from the Contract Area, Operator shall have the right, subject to the revocation at will by
the party owning it, but not the obligation, 0 purchase such Oil and Gas or sell it 1o others at any time and trom time to
time, for the account ol the non-taking pary Any such purchase or sale by Operator may be terminated by
Operator upon at least ten (107 davs written notice to the owner ol said production and shall be subject ahvays to
the right of the owner of the production upon at least ten (10) davs written notice to Operator 1o exercise at any
time s right to take o kind, or separately dispose ol its share of all Qil and Gas not previously delivered to o purchaser.
Any purchase or sale by Operator ot any other party's share of Oil and Gas shall be only tor such reasonable periods of time
as are consistent with the nummum needs of the industry under the particular circumstances, but m no event for a
period in excess ol one (1) vear

Any osuch sale by Operator shall be m o manner commercially reasonable under the  circumstances but - Operator
shall have po duty o share any existing market or 10 obtain o prnice cgual to that received under any  existing
market.  The sale or delrvery by Operator of a non-takmg party’s share of Ol and Gas under the terms of anv exisling
contract ol Operator shall not wive the non-wking party any interest in or make the non-taking party o party o said
contract No purchase shall be made by Operator without first giving the non-taking party at least ten (10) davs
written notice of such intended purchase and the price to be paid or the pricing basis o be used

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

In the event one or more parties’ separate disposition of its share of the Gas causes split-stream deliveries to separate
pipetines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a party’s respective proportion-
ate share of total Gas sales to be allocated to it, the balancing or accounting between the parties shall be in accordance with
any Gas balancing agreement between the parties hereto, whether such an agreement is attached as Exhibit “E” or is a
separate agreement.  Operator shall give notice to all parties of the first sales of Gas from any well under this agreement.

Eich party electing to take in kind or separately dispose of its proportionate share of the production from the Contract
Area shall keep accutate records of the volume, selling price, royalty and taxes relative to its share of production. Non-
Operators shall, upon request, furnish Operator with true and cotipléte copies of the records required to_be kept hereunder
whenever, under ‘the terms of this agreement or "Al\y‘ﬂgljccxncl\‘ execuled in connection berewith, it is necessary for
Operator to obtain said information. Anv information furnished to Operator hereunder shall be used by Operator only to
the extent necessary to carry out its duties as Operator and shall otherwise be kept confidential. ;

B—-Option-Ne—L:-No-Gus-Balaneing-Agreement:
—Each—party—shall—take—in—kind—eor—separdtely 580 oporHenat

Y—dispose—of—its—proy

are—of—al O i —and—Gas—produced—trom
the—Contrast—\rear—exetusive—ef—praduction—which—may—bo—used—in—development—and—producing—operatiens—and—in
preparitg—and—treating—Ot—and—G as—for—markebng—purposes—and—production—unaveidably—lost—Any—extra—expenditures
eurred—in—the—taking—in—kind—or—separate—dispesiton—by—aiy—party—of—ts—proportionate—share—of—the—production—shah
be—borne—-bhy—-such—partv——- Any—pirty—takiitg— s—share—of—production——kind—shal—be—required —to—pay—for—only—its
proporHonate-share-olsueh-partai-Gperatessurtace-freiities-witieh-tuses:

——Bach-—pary—shall—execute—sueh—didson—orders—and—econtrasts—as—may—be—neeessany—tor—the—sale—of—its—interest—in
preducten—rom—the—Contras—Aret—and—exeept—as—provided—n—Artele—\VHBo—shall—be—enatiled—to—recetve—payment
directiy-from-the-purchaser-thercofforisshare-oiall-production

—H—any—pari—fails—o—make—the—arransemenis—neecessany—io—take—in—kind—or—separatehy—dispose—ol—its—proportionate
share—of—the—Od—andior—Guas—produced—lom—the—Contact—Area—Operator—shall—have—the—right—subjest—to—the

revoeator—at—wil—br—the—pary—owning—t—but—not—the—obligation—te—purchase—sueh—OH—andlor—Gas—or—sel—i—to—others

at-any—Hme—and—rom—tne—te—tme—oi—the—aecount—vi—the—nen-takin

ay—be—terminated—by—Operator—upon—at—least—ten— {10} —days—wriden—notce—to—the—owner—of—said—produstion—and—shaH

be—subjeet—ahways—io—theright—ol—the—owner—of—the—preduction—upen—at—east—ten—{10)—days—written—notice—to—Operator
1o—exereise—Hs—rahi-to—take—in—kind—or—separately—dispose—of—is—share—of—al-OH—undlor-Gas—not—previousty—delivered
&e—Htlfw:—hase&‘—pmwded_——lwwwer—,—%hat——&he—eﬂée@v&—da;e—e«f—aﬂy——ﬁuel}—wveea&en-may—-be—d&t&;mi—ai—@pemm;is
jection—for—a—period—not—to—exceed—ninety—(00)—days—il—Operator—has mmitted—such—production—to—a—purchase

eontract-having-a-tern-extend ing-bevend-suel-ten-CH)—day-peried—Anypurchase-orsale-by-Operator-of-any-other

partyls—share—of—Oi—andior—Gas—shall—be—orly—for—such—reasonable—purieds—of—time—as—are—consisient yeith—the
i R—needs—ot—the—industey—wnder—the—partcular—eircumstanees—but—in—no—event—for—a—pered—n—exoeess of-one—(H

——Any—such—sale—by Operator—shah—be—in—a—manner—commercially-—reasonable—tnder—the—eieumstances—but Operator
shall—have—no—duty—to—share—any—exisHrg—market—or—transportation—arran gement—er—L btain—a—price—or—transportatien
fee—equal—to—thal—received—under—any—existing—rrarket—eor transportation—arrangement The—sale—or—delivesy—by
Operator—of—a—non-taking—pary s—share~of produetion—under—tho—terms—ef—any—existig—eontract £ Operator—shall—not
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notice—ol-such—intended—purehase—or—sale—and—the—price—to—be—paid—er—the—pPRenZ—bans—o—He—isear—operitoroian—st

T
oo to-allpartes—o Lthe-firstsale-ol-Gas-from-any-well-underthisAgreement
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ARTICLE V1.
AND LIABILITY OF PARTIES

EXPENDITURLE

A, Liability of Parties:
The fability of the pardes shall b several notjomt or cullective, Each : 7 .
: costs of developing and operating the Contract Area. Accordingly, the

party shall be responsible only for 118 obligations.

and shall be liable only foe s proportionate share of the
iven to secure only the debis of cach severally,
i the pavment of any expense or obligaton

| i ) and no party shall have
liens granted among the paies i Article VILB. are

any liability to third pustics hercunder o satisfy the default ol any other party | . Lo e
- . ' | § sate, nor she s agreeme e construed as creatng, @t g
hereunder, 1t s not the intention ol the parties Lo create, no shall this agreement be e o o
‘ | ] ! - ende arties  liable as  partners,  co-ventuiers,
jol e, agene d association, or 1o render the pas
enture, ageney  relationship or ass .
partnership, joint ve ,agency
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principals.  In their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have
established a confidential relationship but rather shall be free to act on an arm’s-length basis in accordance with their own
respective sell-interest, subject, however, 10 the obligation of the parties 10 act in good Taith i their dealings with cach other
with respect to activities hereunder

Continued on Page 12
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B. Liens and Security Interests:

Each party grants to the other parties hereto a lien upon any interest it now owns or hereatter acquires in Qil and Gas
Leases and Oil and Gas Interests in the Contract Aren, and a sceurity interest and/or purchase money security interest in any
mterest it now owns or hereatter acquires i the personal property and fixtures on or used or obtained for use in connection
therewith, 10 secure performance of ali ol s obligations under this agreement including but not timited to payment of expense,
mierest and - fees. the proper disbuisement of wll monies paid hereunder, the assignment or relinguishment of interest i Ol
and Gas Leases as required hereander. and the proper performance of operations hereunder  Such lien and Security interest
granted by each party hereto shall iclude such party's leasehold interests. working mterests, operating rights, and royalty and
overniding royulty interests in the Contract Arca now owied or hereafier acquired and m lands pooled or unitized therewith or
otherwise becoming subject to this agreement. the Ol and Gas when extiacted  therefrom  and cquipment situated  thereon or
used or obtained for use in connection therewath {including, without limitation. all wells. wols. and ubular goodsi. and accounts
(including, without linmtation. accounts ansing from gas imbalances or from the sule of Oif and/or Gas al the wellhead),
contract rights, nventory and general intangibles relating thereto or arising therefrom, and  all proceeds and products of the
foregoing,

To perfect the licn and security agreement provided herein, each party hereto shall execute and acknowledge the recording
supplement and/or any financing statement prepared and submitied by any party hereto in conjunction herewith or at any time
following execution hereof. and Operator is authorized to file this agreement or the recording supplement executed herewith as
a lten or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform
Commercial Code in the state in which the Contract Area is situated and such other states as Operator shall deem appropriate
to perfect the security interest granted hereunder Any party may lile this agreement, the recording supplement executed
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 security interest granted by such party to
the other partics shall be u first and prior lien, and cuch party hereby agrees to maintain the priority of said Hen and security
mterest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or
under such party.  All parties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement,
whether by assignment, merger,  morigage, operation of law, or otherwise, shall be deemed to have taken subject
o the lien and sccurity interest granted by this Article VILB. as to all obligations attributable to such interest hereunder
whether or not such obligations arise before or after such interest is acquired.

To the extent that partics have a security interest under the Uniform Commercial Code of the state in which the
Contract Arca is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code.
The bringing of a suit and the obtaining of judgment by a party for the secured indebtedness shall not be decmed an
election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof. in
addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, 10 collect
from the purchaser the proceeds trom 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 € has been received, and shall have the right to offset the amount
owed against the proceeds from the sale of such defaulung party’s share of Oil and Gas.  All purchasers of production
may rely on a notification of defuult fron the non-defanlting party or parties stating the amount due as a result of the
default, and all parties waive any recourse available aguinst purchasers for releasing production proceeds as provided in
this paragraph

If any party fails to pay its share of cost within one hundred twenty (120) davs after rendition of a statement therefore by
Operator, the non-defaulting parties. including  Operator, shall upon  request by Operator, pay the unpaid amount in the
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 VIIB., and each
paying party may independently pursue any rentedy available hereunder or otherwise.

If any party does not perform all of its obligations hereunder, and the failure to perform subjects such party to foreclosure
or execution proceedings pursuant to the provisions ol this agreement, 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 secured property prior o sale, any available right to stay execution or to require a marshaling of assets
and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party
hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder, such power to be excrcised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party agrees that the other parties shall be entitled to utitize the provisions of Oil and Gas lien law or other lien
law of any state in which the Contract Area is situated to cnforce the obligations of each party hereunder, Without limiting
the generality Laf the foregoing, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics’ of materialmen’s lien law of the siate in which the Contract Area is situated in order to secure the
payment to Operator ol any sum due hereunder  for services  performed or  materials  supplied by  Operator.
C. Advances: ‘

Operator, at its election, shall have the rght from tme to time o demand and receive from one 9r more .01 the o‘(her
parties payment in advance of their respective shares of the cstimated amount of the cth’ﬁSk“ to be incurred in Opu‘u"O”S
hereunder durine the next succceding month, which right may be exercised only by submission 1o each such parly.of an
itemized slnluncvm of such estimated expense. together with an invoice for ity share thereof.  Fach such statement 21‘|1d invoice
for the pavment inadvance ol estimated  expense shall be subniitted on or betore l,}t'. 20" {i(_l:\’ of the ‘ncxt ;)j'lecel(ill.lg Imonlhhd
Each party shall pay o Operator s proportionate share of such estimaie within fifteen (13) days after such cstimate

Ifany party fails o pay its share of sad estimate within said tme,

i ived the amount due shall bear interest as
invoice 15 received
i © between advances actual expense o the ond
provided i Extubit ~C7 unul pard. Proper adjustiment shall be made monthly between advances and actual expense 10

that cach party shall bear and pay 1ts proportonate share of actual expenses incurred, wnd no more

D. Defaults and Remedies: | . i
' shudi : ¢ e {ailure 10
If sarty  fails o disvharge any inancial oblication under this agreament, including without limitation  the
any party  k Jyodisynarg @y < g u B
. . ‘ < agreeme ¢ : period required 1ot
Kk dvance under the preceding Article VILC. or any other provision of this agreement, within the perno |
make any advance Qo . 3 ‘ - |
ten in addition o the remedies provided n Article VILB. o " .
all notices and clections shall be delivered

clsewhere 1 this agreement,  the
such payment hereunder, !

‘ rposes of this Article VILD,,
remedies specified below shall be applicable. For purposes of this Arucl
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only by Operator, except that Operater shall deliver any such notice and clection requested by a non-detanlting Non-Operator,

and when Operator s the party in defuuh, the applicuble notices and  clections 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.

1. 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 o take such action will result in the exercise of one
or more of the remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of such
Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended uatil 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 Area
after excluding the voting interest of Operator, to appoint a new Operator effective immediately.  The rights of a defaulting
party that may be suspended bereunder at the election of the non-defaulting parties shall include, without limitation, the right
to receive information as to any operation conducted hereunder during the period of such default, the right to elect to
participate in an operation proposed under Article VIB. of this agreement, the right to participate in an operation being
conducted under this agreement even if the party has previously elected to participate in such operation, and the right to
receive proceeds of production {rom any well subject to this agreement.

2. Suit_for Damages: Non-detaulting parties or Operator for the benelit of non-defaulting parties may sue (at joint

account expense) to collect the amounts in default. plus interest accruing on the amounts recovered from the date of default
until the date of collection at the rate specitied in Exhibit “C” atached hereto. Nothing herein shall prevent any party from

suing any defaulting party to collect consequential damages aceruing (o such party as a result of the default

3. Deemed  Non-Consent; The non-defaulting  party  mav deliver a written Notice ot Non-Consent  Election ta  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 1f the billing s for the drilling 2 new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is 1o be or has been plugged as a drv hole, or tor the Completion or Recompletion of any well, the defaulting
party will be conclusively deemed 0 have clected not o participate o the operation and 1o be a Non-Consenting Party with
respect thercto under  Article VIB. or VI.C., as the case may be, 10 the extent of the costs unpaid by such party,
notwithstanding any clection 1o participute theretofore made.  If election is made (o proceed under this provision, then the
non-defauiting parties may not elect w sue for the unpaid amount pursuant to Article VIID.2

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
its default by paying its unpaid share of costs plus interest al the rate set forth in Exhibit “C,” provided, however, such
payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the non-
defaulting parties as a result of the defauit.  Any interest relinquished pursuant to this Article VILD.3, shall be offered w the
non-defauiting parties in proportion to their interests, and the non-defaulting parties electing (0 participate in the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their election o 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 if  Operator 15 the defaulting  party, may thereafter require advance payment from the defaulting
party of such detaulting party’s anticipated share of any item of expense for which Operator, or Non-Operators, as the case may
be, would be entitled to reimbursement under any proi'ision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but is not limited to, the right to require advance payment for the estimated costs of
drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the
defaulting party fails to pay the required advance payment, the non-defaulting parties may pursuc any of the remedies provided
in the Article VILD. or any other default remedy provided elsewhere in this agreement.  Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly returned to the advancing party.

5. Costs and _Altorneys’ Fees: In the event any party is required to bring legal proceedings to enforce any financial

obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a reasonable attorney’s fee, which the lien provided for herein shall also secure.
E. Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well payments and minimum rovailies which may be required under the terms of any lease shall be paid
by the party or partics who subjected such lease 1o this agreement at its or their expense.  In the event two or more parties
own and have contributed interests in the same lease (o this agreement, such partics may designate one of such parties 1o
make said payments for and on behall” of all such parties. Any party may request, and shall be entitled to receive, proper
evidence of all such pavments o the event of failure 1o make proper payment ol any rental, shut-in well payment or
minimum rovalty through nustake o oversight where such payment s required o continue the lease in force, any loss which
results from such non-paviment shall be borne raccordance with the provisions of Article VB2

Operator shall nouty  Noen-Operitors or - the anticipated  complenon of o shut-in well or the shuting we ot retrn to
production of a producing well at least five (3) days (excluding Satrday, Sunday, and legal holidays) prior 1o taking such
action, or at the earliest opportunity permitted by circumstances. but assumes no lability tor tailure 1o do so. I the event of
failure by Operator o so notily Non-Operators, the Toss of any lease contributed hereto by Non-Operators for failure to make
timely payments of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article
V.8.3.

F. Taxes: v

Beginning with the first calendar yeat alter the effective date hereof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxes. and it shall pay all such .lz\Tus :1>.>c>scd
thereon before they become delinquent.  Prior to the rendition date, each Non-Operator shall furnish Operator mlorman‘on as
to burdens (to include, but not be limited to, rovalties, overriding royalties and production payments) on Leases :m‘d.Oll :vmd
Gas Interests contributed by such Non-Operator.  If the assessed  valuation of any Lease is reduced b\ reason of 1ts being
subject to outstanding excess royaltics, overriding royaltics or production  payments, thcﬂ reduction in dz}d \ITI?I‘C\TT:XTZ
resulting therefrom shall mure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charg

{ i  the ' J i ¢ or in part
such owner or owners 50 as to reflect the benetit of such reduction. If the ad valorem taxes are based in whol pe

’ i i iths i F e contrary herein, charges to
upon separate  valuations of cach party’s working interest, then notwithstanding anything to ary

parties hereto 1n accordance with the tax value generated by cach party’s

int 4 sh ade and paid by the
the joint account shall be m and pa e

i i A S : X ayments
working interest O[)CTZMOF shall bill the other parties for their propomonale shares of all tax payn
] R
[)TO\’idL‘:d in Exhibl( “C
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If Operator considers any ax assessment unproper, Operator may, at s discretion, protest within the tme and manner
prescribed by law, and prosccute the protest to a final determination, unless all parties agree to abandon the protest prior 0 tinal
determination.  During the pendency of administrative or judicial proceedings, Operator may clect o pay, under protest, all such taxes
and any interest and penalty,  When any such protested assessment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any nterest and penaty acerued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit ¢

Each party shall pay or cause o 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 Ol and Gas produced under the terms of this agreement.

ARTICLE VILTL
ACOUISTTION. MAINTENANCE OR TRANSFER OF INTEREST
AL Surrender of Leases:

The Leases covered by this agrecment, msotur as they embrace acreage i the Contract Arca. shull not be surrendered i whele

or i part unless all partics consent thereie
However. should any prarty desire 1o surrender is interest inany Lease or inany portion thereot such party shall give writien

notice of the proposed surreader o all parties. and dic parties © whom alier

such notiee i delivered shall have thirey (30) e

delivery of the nolice within whiich e notify the purty proposing the surrender whether they clect o consent thereto, Failure of o

party to whom such notice 15 delivered o reply within said 30-day pcriud shall constitute o consent 1o the surrender of the Leases

described in the notice. 11 all parties do not agree o consent therete, the party desiring o surrender shall assign, without express or

implied warranty of ttle, atl of iis mterest in osuch bt

¢, Or portion le‘uol‘, and any welll material and equipment which may be
located thereon and any rights in production thereaiier seeured, o the parties not consenting Lo sueh surrender. 11 the interest of the
assigning party is or includes an O1f and Gay Interest the assigning party shall execute and deliver @ the PACY O parties not

consenting o such surrender an ol and gas lease covering such Qi and Gas Interest for o term of one (1) vear and so long

thereatter as O and/or Gus is produced from the fand covered thereby, such lease w0 be on the Jorm attached hereto as Bxhibit “B.*

Upon such assignment or lease, the assigning party shall be relieved from all obligations thercafter acerumy, but not theretotore

accrued, with respect Lo the interest assigned or leased and the eperation of any well attributable thereto, and the assigning party
shall have no turther interest in the assigned or leased premises and its cquipment and production other than the rovalties retained

i any lease made under the terms of this Article,  The party assignec or lessee shall puy o the party assignor or lessor the

reasonable safvage vilue of the latter’s interest in any well’s salvable materials and cyuipment atributable 1 the assigned or leased
acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit “C.”

less
the estimated cost of salvaging and the estimated cost of plugging

and abandonimyg and restoring the surface It such value is less

than such costs, then the party assignor or lessor shall pay to the party assignee or le

see the amount of such deficit,  If the

assignment or lease is in favor of more than one party, the interest shall be shared by such parties in the proportions that the

interest of cach bears 1 the wial interest of il such partes. 1 the interest of the parties © whom the ussigmment is 1© be made

varies according to depth, then the interest assigned shall similarly retlect such variances.

Any assignment, lease or surrender made under this provision shatl not reduce or change the assignor’s, lessor’s or surrendering
party’s interest as it was inunediately betore the assignment, fease or surrender in the balance of the Contract Arca: and the acreage
assigned, leased or surtendered, and subscquent operauony thereon, shall not thereaft

er be subject o the twerms and provigions of this
agreement but shall be decined subject to an Operating Agrecinent in the form ol this agreement.
B. Renewal or Extension of Leases:

I any paity seawres o renesal o replacanent o an O and Gas Lease or Interest subject o this agreement. then all other purties

shall be netdicd promptly upon such aoguistten or e e case of oo replaceient Lease tiken betrore ¢

xprration of an

prompthy upen expiratica of the

The paitics notified shall have te right 1o o period of thirty (30) davs 1ollowmny
delivery of such notee in which (o elect W partcipate i the ovaeiship o the renewal or replacement Leases insofir s such Lease

altects lands waithin the Contract

na e e parts who aequued 0 ther proportionate shares of the acquisition vost

alfocated tu that part i such

vorthin the Contract

which shall bo an proportion te e interest held sl that thine by the

parties in the Contract Area lach

1 owhoe pacticpates inshe purchase of o renewal or replacement Lease shall be given un
assignment ol its proportionate mierest theren by the aequiring parsy, ‘

If some, but less dian all, of the parties elect tw participate 0 the purchase ol o renewal or replacement Lease. it shall be owned
by the partics who clect o participate thesein, in o ratio based upon the relationship of their respective percentage ol participadon 1o

the Contract Area o the coate of the percentiges of partivipation in the Contract Area ot all parties participating, m the

purchase of such renewal or replacement fease. The acguisition of o renewal or replacement Lease by any or all of the parties hureto
shall not cause o readjustinent of the interests of e parties stated i Bxhibin A7 but any renewal or replacement Lease in which
fess than all parties elect o participate shull not be subject o this agrecment but shall be decmed subject 10 a separate Operating
Agreement in the torm of this agreement.

If the interests of the parties in the Contract "Arca vary according 10 depth, then their right o participate proportionately in

rencwal or replacement Leases and thewr right o receive an assignment of interest shall also reflect such depth variances

The provisions of this Article shull apply w0 renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of #s wrea or an interest therein.  Any rencwal or replacenient Lease taken F\cl'orc‘lile
expiration of its predecessor Lease. or taken o contracted for or becoming effective within six (0) months after ‘lhe. expiration of ‘mc
existing Lease, shall be subject to this provision so long as this agreement is in effect at the tme of such :@quxs’{non or at uTe time
the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (€) mon'th‘s ulm‘ the
expiration of an existing Lease shall nat be deemed o renewal of replacement Lease and shall not be subject to the provisions of this

i]gI’CCHICHI,

ol Oiland-Gas-eases: The provisions of this Artiche shall only

fons -t
or por tions ut lg ises, located \\l(

shal-ilse-b
o Hml

Fhe-prov I ( ()nlr ul

apply to'le
C. Acreage or Cash Contributions: |
A H T well oroany other
While this agreement is i furce, il any party contracis for u contribution of cash towards the drilling of a well or an
5 ag S !

peraton ] ¥ R 8] Ve > Cte other ere and shalt
0f 3) on Co a Ie Suci Qil i 5 e pind 1 party who d < it g Of { Of 1011 Nt
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' antri : or acreage, the party 1o whom

be applied by it against the cost at such drilling o other operation. 1t the contribution be in the form of acreage, the party 1o
@ YOI aguing ; IR or v ‘
nuent ol the acreage, without warranty ol title, 1o the Drilling Parties i the

3ie

i s made sh cotender an ass
the contribution is made shall promptly tend ) ; A.
N . Vo osenarile lract ATci i o the
Partics shared the cost ol drilling the well Such acreage shall became o sepacile Contract Arca and, t
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proportions siaid Drilling
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xtent pﬂ\\i)l ¢ ogoven d ! P TOVISIONS el tcal 1o $ag nt. ach party s all prompuy ) f

dg - 8 othe wract Are e above
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If any party contracts ior any consideration reluting o disposition o such party's share ol substances produced hereunder,

such consideration shall not be decmed a contrtbution as contemplated i this Artiele VILC.

[

B, Assignment-Maintensnce-ol-tindorm-tniesest:

For—the—purpose—i b mitinaimin g -uni G iiy—s i wiership—-in-the—G

st = rea—n—the—On-—and—Gus—

a5 Oth—ind—G

Irterests—wellse—egupiieni—and

seftretoli— oy eped

b y— s gte et e parye—shal—s oH—encumber—transier—e—mak e—other

disposiion—ol—is—interest—tn—ihe— S —d—Gas—uis e s—ind—OH—und -G as—hiterests—emb raced—within—Uhe~Contet— i ca—oi—in—wel

equipment-and-praduction-unle

sush-dispositon-covirs-cithes

————the-entrednterest-ethepary-in-al-Oil-and-Gas-eases-Okand-Gas-Interes tswellsrequipment-and-produstionzor
——Zan—equal—uidivided—percenmi—ot—the—parys—present—interesi—in—al—Oi—and—Gas—euses— Ol —and —Gas—I ptaresis.—walls;
equipment-and-production-in-the-Centret-Aret

Every sule, encumbrance, wanster or other dispositon made by any party shall be made expressly subject o this agreement
and shall be made without prejudice ta the right of the ather parties, and any transferce of an ownership interest in any Qil and
Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of
the transfer of ownership, provided, however, that the other parties shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for anv purpose hereunder until thirty (30) days after they have received a copy of the
instrument of transfer or other satistuctory evidence thereot in writing from the transferor or transferee.  No assignment or other
disposition of interest by w party shall relieve such pasty of obligations previously incuired by such party hereunder with respect
to the interest transferred, including without limitation the obligation of a party 10 pay all costs attributable o an operation
conducted hercunder - which such party has agreed o participate prior o making such assignment, and the lien and security
interest granted by Article VILEB. shall continue o burden the interest transferred to secure payment of any such obligations

If, at any dme the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,
may requite such co-owners 1o appaint o stngle Gustes ar agent with full authority o receive notices, approve expenditures,

recetve billings for wnd approve and pay such party’s share of the joint expenses, and o deal generally with, and with power 10
bind, the co-awners of such party’s mierest within e scope of the aperations mbraced 0 this agreement; however, all such co-

owners shall have the right w0 enter into and exeanie all contracts or agreements for the disposition of their respective shares of

the Oil and Gas produced fram the

miract Aren and they shall have the right o reccive, separately, payment of the sale
proceeds therend,

E. Waiver of Rights to Partition:

H permitted by the luws of the

state or states owhich the property covered herehy s focated, ench party hereto owning an
undivided interest in ihe Contract Aren wanes any and

dall rights 10 may have o partition and have set aside (o it in severalty iis
undivided interest therein

F—Preferentinl-Rightto-Purehnse:

B—(Optiensi=Check-it-a

phicables

——Sheuld—ary—pariv—desire-to—sel—ull

Py~ erests—under—tys

SrUeH e -l

gt —pnd-nteresti—in—the—Zantrast

Aiea—H—shall—prampty—give—sriie ho—parties —wi b=l —internation- is—brepesed—dispasitien—sliich

shabinelude—thetume-und—unddre

istereu—vhic —nust-beefendyrwilhing—and-able—

purchuse—the—purshi

Fr—s s he—sther—parnes—shatthen-have-an

price—a-tegul-desenp Crt-ta—identify-ihe—ps

nd-ah—othe—terms

optieptl—prior—right—{of—a—perigd—2i—ten—

CHy—davs--alter—the-nebiee—is—deliveredi—to—purchase—for—the—stated—censideraien—en—ihe

S~ e

Sate-—terins—and—oeonditios

t—whieh—the—athier—parv—propeses—to—sel—and—il—this—eptonal—paht—is—enersised—the
purchasing—parties—shall—shure—the-purehased—interesi—tn—the—praporicns—thai—the—terest—oieach—bears—to—the—total—interesi—el—all

et

purehastng—parties—However—there—shall-be—pe

ctittith—rizht—o—purshase—in—these—e

Swhere—any—pary—wishes—e—mortgage

Hs—jnterests—ar—to—transhu—tie—to—s—nteross—te—its-noenuigee—in-teu-si-er—pumuanitto—foredasure—sia-—mern

e

3 T LR F 0SS,

>
SA2U-O

SEto-dispuse—olHs—interusts—by—nerger—reorganization—consehidation—erby—sule—el—al-vrsubstantial ly—ll-o mits-il-and-Gas—assets

to—any—parte—or-by—trans oo -iis—interests—to—a—subsidiar—or—puareni-company—or—to—i~subsidinry—ol-a-pareni—conmpany—ei—a—any

company--which-such-party-owns-a-arajorteelthe-stock:
ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
If, for federal income tax purposes. this agreement and the operations hereunder are regarded as a partnership, and if the
parties have not otherwise agreed 0 form a tax partnership pursuant to Exhibit "G" or other agreement between thent, each
party thereby affected clects o be excluded from the application of all of the provisions of Subchapter "K." Chapter 1, Subtitle

"A of the Internal Revenue Code of 19856, as amended ("Code), as pernutted and authorized by Section 761 of the de and

the regulations promulgaied thereunder, Operator 15 authorized and directed o execute on behall of cach party hereby affected

such evidence of this election as may be required by the Scerctary of the Treasury of the United States or the Federal Internal

: ' - . e U e s R T e . A, ala reauired by
Revenue Service, including specilicaty . but not by say of iiaion all o the returns, statements, and the data ILk\LlHL} ).'
Treasury Regulation §1.76) Shovld there e ans requirement that cach party hereby attected give further evidence o this

election, vach such party shall eaccute such docuinents wnd Jurnish such ather evidence as may be required by the Federa lmcr.nul
Revente Service of as may be necessay o evidence (i election Mo such party shall give any notces or take any other aetion
inconsistent with the election made fereby. 17 iy present of fuluie meane @y s of the state or states i which the L.\‘;nuucx
Arew is located of any luture meome i laws of tie United: Stades contan provisions stnilar 1o those in Subchapter "KL Chapter
1. Subtitle “A of lh;' Cude, under wingh an elecion siilar @ that provided by Section 761 ol the Code s permitied. cach party
hereby affecied shall make such clectiion as may be perpitied o required by such Tows. o making the I‘«)rcguu‘@ clection, cuch
such '[)url_\' states that the tncome derised by such purty frum operaiions Nercunder can be adequately determined without the
computation of partnership laxable income.
ARTICLIE X,
CLAIMS AND LAWSULTS

perat 5 >od S i dd 12 Ll s & ereunde he expenditure
e} 1y scltle any Sing le nnsured tura Vodantig ¢ 100 S arising from operations hereunder i I
I Q Yo iy s

d t d _Thirty-Five Thousand Dollars ($35,000.00 Y and if the payment is in complete settlement
0es not excee SFive st (%

: s parties hereto shall assume and take over
of such claim of swit, 11 the aount requited for setlenient exceeds the above amount, the parties hereto shall assume
of such cle SUiL, anw

C < d g = 3 f ha mng se g
t further handling of the claim or suit unless such au tho 1y 13 delegated to O] erator.  All costs and expenses o

4 R ) S ( wid sell
hatl be a the jomt expense of the pa lies D(UULI{)AIIHL' i the Opkhll on fro which the

. srwise discharging such claim or suit s ) .
or otherwise dischargng [ any matter arising from operations

im i Lot any party o i any party is sued on account 0
I a claim is made against any party of i any party is sue

suit arises. . . N W At S
claim or st of the rights given Operator by this agreement, such party shall

hereunder over which such individual has no control because

¢ 0 C 1t shal ¢ treated S ef ¢ ‘olving operations ¢ <
i | ouf all other pa tes, and the claim or suit ) ed as any O alm or suit 1y i1 | t ereund
nmediately not ¢ oL

o
v
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ARTICLE X1
FORCE MAJEURE
If any party is rendered unable, wholly or in part, by force mygjeure o carry out its obligations under this agreement, other
than the obligation o indemnify or make money  payments or furnish security, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon. the obligations of the
party giving the notice, so far as they wre atfected by the force mujeure, shall be suspended during, but no longer than, the

continuance of the force majeure.  The term "force majeure,” as here emploved, 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, explosion, governmental action, governmental delay, restraint or inacton,  unavailabiliy of equipment, and any other
cause, whether of the Kind specitivally enumeraied above or othersise, which is net reasonably within the contrel of the party

claiming suspension.

The alfected party shall use all reasonable difivence o remove the force majeure sitwation as quicklv as practicable, The
requirement that any force mageare shall be remedied wih all reasonable dispatch shall not require the sertlement of strikes,
lockouts, or uther Jabor ditliculis ’.'»'_, the party mvolved. contran 1w ns wishes: how all sueh difficulties shall be handled shall
be entirely within the discretion o' the party concvrned

ARTICLE NI
NOTICES

Al notees authonzed Giotequired between il parties by oany of the provisions of this agreement,  unless  otherwise

specifically provided, shall be e writing and delivered i persen o by United States madl, couricr senvice. whegram, elex,

telecopier or any other form of facsimile. post

e oi chirges prepard. and addressed o osueh parties at e addresses Histed on

Exhibit ", All telephone or oral notices

pernutted by this agreement shall be contirmed immediately thereatier by written

notice.  The originating natice given under anv provision hereol shall be deemed delivered only when received by the party
whom such notice is dirccted, and the time for such party w deliver any notice in response thereto shall run trom the date
the originating wotice s received,  "Reecipl" fur puposes of this agreement with respect 0 written notice delivered hereunder
shall be actual dehvery of the notice 10 the address of the party o be notified specified i accordance with this agreenient, or

10 the telecopy, mile or telex machine of such puty. The second or iy responsive notice shall be deemed delivered when

deposited in the United States mail or at the office of the courier or telegraph service, ar upon transmittal by telex, telecopy

or facsimile, or when persenally delivered w the party o be notified,

provided, that when response is required within 24 or

48 hours, such response shull be given orally or by wlephone, telex, telecapy or other facsimile within such period

ach party
shall have the right w0 change its address at any time, and trom time 10 tme, by giving writlen notice thereof o all other
parties. I a party is not available to receive notice orally or by telephone when a party attempts 0 deliver a notice required
o be delivered within 24 or 48 hours. the potice may be delivered in writing by any other method specified herein and shall

be deemed delivered in the same manner provided ubove for any responsive notice.
ARTICLE NI
TERM OF AGREEMENT
This agrecment shall remain o full foree and etfeet as w the Oit and Gas Leases andZor Ol and Gus [nterests subject
hercto tor the period of time selected befow: provided. however no party hereto shall ever be constiued as having any right, title
or interest in or 1o any Lease or Ol and Gas Interest coptributed by any other party bevond the term of this agreement
- It

il

Fas—ts

iyt

S 5—‘5Ub}}e@l‘(\-}m(lHﬁ—ﬂ:,_’!Gt‘”‘xe—H{—felﬂﬂll}*ﬁ*lvi“k’—\;‘-\;‘&HiHU\';‘\‘MH\

T Fee-as-ti-tnvep it - e-Cy Hefeliewi-orothe v se:

Option No_ 20 In e event the well desanbed noArticle VEAL or any subsegquent well drtled under any provision

of this agreement. resuls o the Completon ol aowell oy aowell capable o production off Oif and/or Gas in paving

quaniities, Ui agreciient shall cosnnne e foree sg long as any such wedl s capable ol production, and foian
additionad pernod ot IS0 davs  tieieatior: provided,  however. 10 proor W@ the  expiration ol such

additional pertod. one ot omre off the parties hereto are eng

oed o detling. Reworking, Decpening,  Sidetracking.
Plugging Back. tesbng or atiemplig o Conglete o Re-complete a well o swells hwereunder, this agreement shald
continue I force unbl such wpersiony have been completed and 0F producuon reselts theretrom, this agreement
shall continue i force ay provided herem i the eveni the well deseribed i Article VEAL or any subsequent well
drilled  Bereunder. sesults in o div hole, and no o other well s capable of producing il wndior Gas from the
Contract  Arca,  this  ogreentent  shall  twrminate  unless  diilling,  Deepening,  Sidetrucking, Compleung,  Re-

completing, Plugging Back or Rewarkimg operuilons are connnenced within 120 davs from the

date of abandonment of said well. "Abandonment” for such purposes shall mean cither (i) a dectsion by all parties
not 1o conduct any further operations on the well or (i) the elapse of 180 davs from the conduct of any
operations on the well whichever first oceurs.
The termination of this agrcenment shall not relieve wny party hereto from any expense. liability or other obligation or any
remedy therefor which has accrued or attached prior o the datw of such wermination
Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum ot this
Operating Agreement has heen tiled ol record, Operator is authorized 1 file of record in all vecessary recording offices a
notice of termination, and cach purty hereto agrees to exceute such a notice of termmation as to Operator's interest. upon
request of QOperator, i1 Operator hus satisfied all its financial obligations.
ARTICLE NIV,
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders: .
This apreemeni shall be subject o the apphicable Taws of the state in which the Contract Area is located, to the valid rules,
reeulations. and  orders of anv duly constituied  regulatory body of said stater and o all other applicable federal, state,
and local laws. ordinances, rules, regulations and orders

B. Governing Law:

i i imite atters © performance,  nan-
This  awrcement  and  all matters  peraining hereto,including hut  not  limited to maters  of  performance,  ng
$d and s g 2 .
) . § _ . el e he . eoverned  and
performance,  breach,  renwdies, procedures,  tighis. duties, and - nterpretationor construction,  shall  be  governed  a

’ i dich the Contract Area s locdde " the Contract Area IS in {wo or more stales,
determined by the law ol the stite in which the Contract Area is located. 11 the Contrac

the law of the state of ____ Mew Mexico _shalb zovern,

C. Regulatory Agencies: » .
i ' Dperale Cr author 0 wiive or release 4
Nothing herein contaned shall grant or by construed to - grang, Operator e right ot authorty 10 wilve o an
. / 0 eders state laws o sder rules. regulations or
rights. privileges, or obligatiens which Non-Operators may have undey federal ot state laws or under rules. e
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orders  promutgated  under such faws inoreterence ool gas and minerad operations,  including the location,  operation. o

production of wells, on tracts ottsetting or adjaceni o the Contract Area,

With cespect G the operuions heecunder, Non-Opeeators agree 0 release Oporator rom any and ol ogses, damages.
mjuries, claims and causes of action arising out of, cdent @ oor resulting directly or ndirectly from Operator's interpretation
or apphication of rules, culings.

alations o orders ol e Department of Energy or Federal Energy Regulatory: Commission
or predecessor or successor agencies o the extent such interpretation or application was muade in good faith and does not
constitute  gruss  neghigence.

such Non-Operator turther agrees (0 reimburse Operator for such  Non-Operator's share of
production or any refund, 1ine, tevy or other governmental sanction that Operator may be required 0 pay as a result of such
an - mcorrect interpretation or application, together with mterest and penalties thereon owing by Operator as a result of such
incorrect interpretation or application.
ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be  binding upon cach Non-Operator when  this  agreement or counterpart  thereof has  been
exceuted by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of

the parties to which iU s tendered or which are tisted on Exhibit A" a5 owning an interest in the Contract Area or which
own, in fact, an interest in the Contract Area.  Operator may, however, by written notice to all Non-Operators who  have
become bound by tns 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 1o the date specified in Article VLA, for commencement of the laitind Well, terminate this

agreement if Operator in its sole  discretion determines that there is insufficient participation to justify  commencement  of

drifling operations In the event of such @ terminaton by Operator. all further obligations of the partics hereunder shatl cease
as ol such terminaton. i the event any Non-Operator has advanced  or prepaid any share of drilling or other  costs

hereunder, all sums 5o advanced shall be returned w0 such Non-Operator without interest In the event Operator proceeds
with drilling operations for te Inital Well without the execution hereot by all persons tisted on Exhibit "A" as having

current workig anterest i such well Operator shall

B

mdenmily Non-Operators  with respect o all costs incurred  for the

Iniual Well which would have been charged @ such person under this agreement 1t such person had exeented the same and

Operator shall receive all revenues which would lune been received by such person under this agieement if sush persan had
executed the same

B. Successors and Assigns:

This agreement shall be iwndl‘n\:' upon ad shall e o e benetit off the parties hereto and ther respective heirs.
devisces, lepal representauves, snceessors and ssins. wid the erms heree! shall be deemed 0 ren with the Le ut
lnterests mcluded widnn the Coniraet Area
C. Counterparts:

This instrument may be exeeuted awnany amnber of counierparts, cach of which shall be considercd an origingl far ol

purposes
D. Severabitity:

For the purposes of assunung or rjecting this agreement as an execuory contract pursuant o federal bankruptey laws,

this agreement shall not be severable, but rather must be assumed or rejected inits entirety, and the failure of anv party o
this agreement w comply with all of its financial obligatdons provided herein shall be a material default
ARTICLE XV
OTHER PROVISIONS

A, Notwithstanding any other provisions herein, it during the term of this agreement, w well is required to be drilled, decpened,
reworked, plugged back, sidetracked, or recompleted, or any other operation that may be required in order o (1) continue a lease
or feases in force and effect, or (2) maintain a unitized area or any portion thereof in force and effect, or (3) earn or preserve an
interest in and to vil and/or gas and other minerals which may be owned by a third party or which, failing in such operation, may
revert to a third party, or, (4) comply with an order issued by a regulatory body having jurisdiction in the premises, failing in which
certain rights would terminate, the following shall apply. Should fess than all of the parties hereto elect to participate and pay their
proportionate part ol the costs to be incurred in such operation, those parties desiring to participate shall have the right to do so at
their sole cost, risk, and expense, Promptiy following the conclusion of such operation, each of those parties not participating ugree
to execute and deliver an appropriate assignment to the total interest of cach non-participating party in and to the lease, leases, ur

rights which would have terminated or which otherwise may have heen preserved by virtue of such operation, and in and to the
Jease, leases or rights within the balance of the drilling unit upon which the well was drilled. excepting, however, wells theretofore
completed and c:;pxlhlc of producing in paving quantities. Such assignment shall be delivered to the participating purtics in the
proportion that they bore the expense atiributable to the non-participating parties’ interest. For the purpose of defining a requived
operation under this provision, such operation will be deemed required i proposed within six (6) months prior to the date such
rights would terminate (including a Pugh Clause or Continuous Development Clause) or any extension thereol.

B.  No production, whether oil or gasomay be sold from the lease acvenge, or lands pooled therewith, to any party’s subsidiaries,
affilintes. or associates. without such scling party's written consent. Al production sold from the lease acreage, ot lands pooled
therewith, will be an arm’s Tength trade with a thivd purty purchaser. [Uis expressly agreed il priov written consent is given toa
party Stllillg  themselves. ity subsidinries. affilizntes, or associates, the other parties

to the agreement will have the option to also

seld o said purchaser, at the sume or better price. o the event any party hereto, makes an arm’s fength trade with o third party

purchaser, the remuining purties will have the option to also selat the same or higher price.

iat sale of the interest occurs, the redemption period

C. Inthe event that an interest to this Agreementis forectosed on and @ judic )
allowed shalt be one month from the date of the judicial sule or in the alternatve the shortest period of time provided by the

applicable state law where the property is situated.

D Prior to commencement of any welt drilled under this agreement, cach non-operator must tender o the Operatorits share of
drv hole cost, as set out un Authoriey for Expenditure propos

1 such well,

E In addition to the liens and security interestas provided herein, cach Non-Operator to this Agreement, o seeure pavinent of
V s incurred under this Operating Agreement, grants Operator a Hien on alb ol its vight, title and interest now

its share of expens s O : ight. titleand it v
owned or hereafter acquired in the Contract Area including, but not limited to, the oil and gas leases, nineral estates and r)flhlu
i i s subjec is Operating Agreement anv oroperties now or hereatter pooled or unitized with any o
rests subject to this Operating Agreenent and any proper
et affocted ‘ wwdrocarbons that may be

properties affected by such mineral interests: and all unsevered and unextracted oil, gas and other | . ]
v il y additi s rights anc
produced, obtained or secured from the lands covered and affected by such mineral interests. lu addition to le nl?,:‘?t\l ‘
" . . i ’ 1 s . aoree . T .f: ing
remedies afforded to Operator pursuant to the terms hereof, or at law or in equity, 1tis understood and agreed th.n. B ; ((.(. it ,S
o ) N 3 ¥ 1 . N . v e g -y o N . v I oatl
party grants to the Operator a contractual right of offset inand  all money; production proceeds from the 531L of pl('w( uctio I‘
roperty of 1 o l ' det i : Cor at any time here o1 coming within Operator’s custody or
cof every ki - character such defaulting party, now or at any tine hercunder coming )
sroperty of every kind or character of steh defs g v, : - ’ pming witl pers o o
Lon;tn)l.whcrcwcycr located whether or not subject to the terms of the Agreement ov any other .\gx(.um:n hetween ()‘pn; or e
: . N it ion, i ime fne. reduce (or cdiminate, as the case wmay bej ain
¥ i - Ao DAy, ¢ election, at any time from time to time, reduce (or ¢ , ‘ :
defaulting party. Operator may, at its clection, y time b reduce (or chininate, 42 e e control of
owing l();:il by any defaulting party by applying such defaulting party's money, proceeds or prope ty in the ¢ \
any : g party b ying !
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Operator to the balance owed on such debt and giving such defaulting party appropriate credic therefore. Any such amount so
applied shall first be applied 10 any past due interest, i any, then to any costs, including attorney's fees, incurred by Operator in the
collection of the proceeds or property, and then to the underlying debt. It is agreed and understood that Operator's contractual
right of offset shall extend to und include all proceeds of production attributable to the defaulting parey from any wells inwhich the
defaulting party owns an interest lu addition to all rights and remedies afforded Operator under this agreement, in the event any
debt owing by the defaulting party to Operator shall exceed any money, proceeds of sale of production, or property ol such
defaulting party as provided in the contractual right of offset ax provided above, the Operator may elect to proceed and foreclose
the lien of Operator against the interest ot any defaulting party in the Contract Area.

Foo Any assignment, conveyance or other transter of an Oil and Gas Lease or Oil and Gas Tuterest that is subject to this Operating
Agreement shall relieve the transferor from liability for the cost and expense of operations attributable to the transferred interest
which are conducted thereafter; provided that the transferor shall remain liable for and shall cause to be paid its proportionate
part of the cost and expense of wll operations tor which 1t wis obligated to pay and were commenced prior to the actual trans

[

except costs and expenses arising out ot or divectly rebated to g specific opecition in which the transferor elected (or was deemed
have elected) not to participate pursuant to Avtcke VB From and after the effective date of the said assignment, convevance or
other transfer, the transterce shall be deained to be n party to this Operating Agreement,

G Notwithstanding Article U AU uny party owns wo unleased oil and gas interest in the Contract Area, thatinterest shalt he
treated for the purposes of this agieement and during the term hereof as i it were a 100% Working Interestc reserving no rovalty
interest and bearing no rovalty, overveding covatey or other hurdens, This provision shall be read o conjunction with Article 111LB
and Exhibit » 87 in cateulating net revenue juterest such that the calewdations of net reyenues are accounted tor in conjunction with
this provision,

.

This operating agreement shall supersede any and wli prior operating agreements between the parties, except for the North
Dugger Draw Upper Penn Unit Operating Agecement duted October |, 2003 (herein NDDUP OA). Atsuch Gme as NDDUP OA
terminates, this agreement shalk be controlling

Continued on Page 18
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INCWITNESS WHEREOEF. this sgreement shadl be eftective as of the lst day ot _December, 2010

—whe-hinprepiped-ind-sircu e d-t-fo Mo e eeu Ho R FePFeS RS- E-Wa PR THS

that-the-form-was-prnted-omi-tndorith-the-exeep

listed-below—tsrdenticaltothe A - Fopm-6 -0~ Q50

Operatitg—Agreeneni—as—pullished—i--e fi—ly—bopma—0n-A-Disk—Ine-—-No—chunses—alterions—ar

wiadHReatinns—athe s—thin—thosemindeb: sigh—tnid s nsertiot-and—tut-apeclenrb—recosntzable-as—changes—in
Aftiefes - — —have-been-made-to-the-forn:

OPERATOR

YATES PETROLEUM CORPORATION

By: % / A~
Aol%A\Mm\h // 3
Titte: \/(‘ ney-in-Fact / /
/

NON-OPERATORS

SACRAMENTO PARTNERS LIMITED
PARTNERSHIP

By b 77 %5?
l)c‘\{(
Manuger” of M¥eed Oil & Gas Company, L.C.,

General Parmer of  Sacramenw  Partners Limited
Tide:  Partnership

HANSON MceBRIDE PETROLEUN CO.
A NEW MEXTCO LIMITED PARTNERSHIP

Tife:

SPIRAL, INC.

Byv:

Titke:

CATHIE CONE McCOWN

By

Title:

AUVENSHINE'S CHILDREN’S
TESTAMENTARY TRUST, CATHIE CONE
McCOWN, TRUSTIEE

By

Cathie Cone McCown

Title: Trusice

KENNETH G. CONE, TRUSTEE OF THE
TRUSTS CREATED UNDER THE WILL AND
CODICIL OF KATHLEEN CONE, DECEASED
E/B/O OF THE CHILDREN OF KENNETH G,
CONE '

By

Kenneth G. Cone
Title:  Trustee

- I3
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AAPL . FORM610-MODEL FORM OPERATING AGREEMENT - 1989

IN WITNESS WHEREOF, this agreement shall be effective fs of the day of

—whia-has-prepared-and-eirentatedthis-form-forexecntionrepresents-and-warrams
thatthe-form-was-prived-fromandowith-the-exeeptionfsi-Hsted-belo wis-identicato-the AARForm-6-1 01989 -ModelForm
Operatino—Anreement—as—published—m—conputerized—torn—by—orms—On-A-Pisk—lne—Neo—changes—alterations

F

modifications—other-than—those-nndeby—strthethroughundor—msertion—and-that—are—clearhteco gnizable—as-changes—in

Astiehes —have-been-madedo-the-form:

OPERATOR

YATES PETROLEUM CORPORATION

B

John AL Yates, Jr
Tide:  Aunamey-in-Fact

NON-OPERATORS

SACRAMENTO PARTNERS LINITED
PARTNERSHIP

By

Pevton Yates

Manager ol Weed il & Gas Company. L.C..

General Partner of  Sucramento Purtners  Limited
Tite:  Parmership

HANSON McBRIDE PETROLEUM CO.
ANEW MEXICO LIMITED PARTNERSHIP

7
‘Ray Willis -
- President of McBride Oil & Gas Corporation
as General Partner

SPIRAL, INC.

B

Title:
CATHIE CONE McCOWN

v )

Tile:
AUVENSHINE'S CHILDREN'S
TESTAMENTARY TRUST, CATHIE CONE
MceCOWN, TRUSTEE

By:

Cathie Cone McCown
Titde:  Trustee

KENNETH . CONE, TRUSTEE OF THE
TRUSTS CREATED UNDER THE WILL AND
CODICIL OF KATHLEEN CONE, DECEASED
F/B/O OF THE CHILDREN OF KENNETH G.
CONE

Kenneth G. Cone
Title:  Trustee

- 18




AAPL FORM o010 -MODEL FORM OPERATING AGREEMENT - 1989

a NON-OPERATORS

| BANK OF OKLAHOMA, N.A., SUCCESSOR
, TRUSTELE OF THE TRUST CREATED UNDER
- THE WILL AND CODICIL OF KATHLEEN
3 CONE, DECEASED F/B/O THE CHILDREN OF
TONM R. CONE

) -
6 ' By

Tider  Bank of Oklahoma, N.A. Successor Trustee

MARKS OIL, INC./ v

232

23

. . ‘ ZM

25 Stephen K. Marks
26 Title Presiden t

27

28

29

30 NEARBURG EXPLORATION COMPANY, LL.C
b

38 KENNETH G. CONE

TOM R, CONE

2
5 Title:

55 RANDY LEE CONE

58 -

Title:

650
6l

63
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AAPL FORMOGI0-MODEL FORM OPERATING AGREEMENT - 1989

NON-OPERATORS

BANK OF OKLAHOMA, N.A, SUCCESSOR
TRUSTEE OF THE TRUST CREATED UNDER
THE WILL AND CODICIL OF KATHLEEN
CONE, DECEASED F/B/O THE CHILDREN OF
TOM R. CONE

By

Twle:  Bank of Oklahoma, N.A. Successor Trustee

MARKS OIL, INC.

litle

NEARBURG EXPLORATION COMPANY, LLC

Title:

KENNETH G. CONE

Title:

TOM R. CONE

/)4 ;
By fon,

Tide: L()Iy v vﬁ
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AAPL . FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989
ACKNOWLEDGMENTS

STATE OF _NEW MENICO

r. L7 t//‘

COUNTY OF _EDDY

The foregoing insirument was acknowledyed before me this LL fay ol ‘ AR UG Y j C o0l by
John A Yates, Jroas Aterney-in-Fact for YATES PETROLEUM CORPORATION, a A New Mexico o rpor mun on bglml {
ol satd corporation

My Comynission Expires: %(//Q/\/(/VLDL/ }A %/W
4 ’ j /90 /<

_ Notary | ublm

 OFFICIAL SEAL
%} Lorina E. Flores
MOTARY PUBLIC-STATE OF NEW MEXICO

My commission exp|ms:iL__l_‘ 2 (ol

STATE OF NEW MEXI1CO

3
N
COUNTY OF ___ EDDY §

The foregoing imstrument was acknowledged before me this ! (_-f Mu) of N
Pevion Yates as Manager for Weed Oil & Gas Company, L.C., Genera! Partner of SACRAMEN
LIMITED PARTNERSHIP. a partnership

My Commljsxionii xXpires; _ %ij (Z? \iéoA—iﬂ/

& o ‘l ’ . by
lO PARTNERS

la 120! L/ Notary Pub blic”
QFBIGIAL BEAL
Y Lorina E. Flores
NOTARY PUBLIC-STATE OF NEW MEXICO
My commiselon explmswoj “/
STATE OF NEW MEXICO §
3
COUNTY OF CHAVES N
The foregoing mstrument vwas acknowledzed before me this _ davor . . by
_us . for HANSON McBRIDE PETROLEUM

CO..a New Mexicg Lumited Partnership. @ purtnershilp.

My Commission Expures

Notary Public

STATE OF TEXAS §
§

COUNTY OF §

The foregoing instrument was acknowledged before me this day of . by

as for NEARBURG L\Pl ORATION

COMPANY, L.L.C. . a limited liability company

My Commission Expires: _

' Notary Public

STATE OF NEW MEXICO 3§
§

COUNTY OF CHAVES N

Tl o . st wase acknowledeed before me this dav ol _ ;
The foregoine instrument was acknowledged before n fa; —_— — ’
R ' as for SPIRAL, INC. ; a

New Mexico corporation. on behald ot said corporation.

My Commission Expires

Notary Public
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AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

ACKNOWLEDGMENTS

STATE OF _NEW MEXICO §

<

S

COUNTY OF _EDDY §
The foregoing mstrument was acknowledged belfore me this day of bv

John A Yates, Ir. as Attorney-in-Fact tor YATES PETROLEUM CORPORATION, a New Mexico u)lpomnon on )Lh f
of said corporation,

My Commission Expires:

Notary Public

STATE OF NEW MENICO  §

3

COUNTY OF EDDY N
The foregoing instrument wus acknowledyed betore me this _ diy of . by

Pevton Yates as Muanager for Weed Oil & Gas Company, L.C.. General Partner of SACRAME] \l() PARTNERS
LIMITED PARTNERSHIP. o paninership.

My Commission Expires

Notary Public

STATE OF NEW MEXICO

LS LS LS

COUNTY OF CHAVES

The foregoing instrument was acknowtedged before_me this Qg_) day ol’mﬂ, KOO, by
Q@-&J{ bon\is as %&b\g&$&/&wxu for HANSON McBRIDE PETROLEUM

CO., a NebMexlu; Limited Partoership, a }@rmcrship.

My Commiission Expires: MM

AN H- RO\ Notary Pub

STATE OF TEXAS 8§
§
COUNTY OF N
The foregoing instrument was acknowledged before methis __ duv ol . , b
s for NEARBURG EXPLORATION
COMPANY, L.L.C. Cadimited Habiline company.
My Commission Expires
e Notary Public
STATE OF NEW MEXICO _§
§
COUNTY OF CHAVES §
The foregoing instrument was acknowledged before methis ____ day of . . by
- as for SPIRAL. INC, Ca

New Mexico corporation, on behalf of said corporation.

My Commission Expires

Notarv Public

Y-
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AAP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

STATE OF COLORADO

§
N
§

COUNTY OF _JENVER

The foregomy instrunent was acknowledged belore me this a?a?”d day ol -_&C@ﬁ’)b(’/f' L2010 by
Stephen K. Mar Ks w  rre ad e 1 for MARKS OIL. INC. R
SSSSIRR

CO(OI ag{O corpor: WOon, on beluds
@M % //‘ )
L N L /Wé—-

Nataph Public

Tane t L. frase

My Commigsion Fxpires

///22 200>

STATE OF TEXAS
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of , by
Cathie Cone McCown_as Trustee  for AUVENSHINE’S CHILDREN'S TRUST , & trust.
My Commission Expires:
Notary Public
STATE OF TEXAS N
§ +
COUNTY OF §
The foregoing instrument was acknowledged betore me this day of by
CATHIE CONE McCOWN, dealing in her sole and separate property
My Commission Expires:
Notary Public
STATE OF TENAS §
B
COUNTY OF S
The foregoing instrument was acknowledged betfore me this day of . by
Kenneth . Cone  as Trustee  for TRUST CREATED UNDER THE WILL AT ‘D CODICIL
OF KATHLEEN CONE, DECEASED F/B/O THE CHILDREN OF KENNETH G. CONE.
My Commission Expires:
Notary Public
STATE OF OKLAHOMA §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this duy of . . by
Bank of Oklahoma as SULCLbel Trustee  for TRUST

CREATED UNDER THE WILL AND CODICIL QOF KATHLEEN CONE. DECEASED F/B/Q THE CHILDREN
OF TOM R. CONE

My Comrmnission Expires

Notary Public

STATE OF OKLAHOMA §

§

COUNTY OF N
The foregoing instrument was acknowledged before me this Javof , . by

RANDY LEE CONE. dealing in bis sole and separate property

My Commission Expires; :
Notary Public




B O

18

DO e~ O W

CorD e—

S B U O U T O o v I VS L S A T S S B O
[ev SN I e A e S

E

42

64

AAPL FORM 61U - MODEL FORM OPERATING AGREEMENT - 1989

STATE OF COLORADO §
§
COUNTY OF §
The foregoing instrument was acknowledged before me this day of . . by
as tor MARKS OIL, INC. .oa

corporation, on behalf of said corporation.

My Commission Expires

Notary Public

STATE OF TEXAS §
§
COUNTY OF §
The foregoing mstrument was acknowiedued betore me this day ot . by
Cathie Cone MeCown s Trusiee  tor AUVENSHINE'S CHILDREN'S TRUST L alrust
My Comnussion Expires:
Notury Pubhe
STATE OF TENAS N
N
COUNTY OF §
The foregoing instrument was acknowledged before me this day of by
CATHIE CONE McCOWN, dealing in her sole and separate property
My Commission Expires:
Notary Public
STATE OF TEXAS §
§
COUNTY OF N
The foregoing instrument was acknowledged before me this day of by
Kenneth G. Cone  as Trustee for TRUST CREATED UNDER THE WILL »\\‘D C ()l)lClL
OF KATHLEEN CONE, DECEASED F/B/O THE CHILDREN OF KENNETH G. CONE.
My Commission Expires
Notary Public
STATE OF OKEAHOMNA N
§
COUNTY OF N
The foregoing instrument was acknowledged belore e tis das ol . . by
Bank v’ Oklahoma as Successor Trustee  jor TRUST

CREATED UNDER THE WILL AND CODICIL, OF KATHLEEN CONE, DECEASED £/B/0 THE CHILDREN
OF TOM R. CONE

My Commission Expires:

Notary Public

Rlaska

STATE OF m@fﬂ*\ §
S o /
COUNTY OF% JOéLthvH Dis7

The foregoing instrument was acknowjg
RANDY LEE CONE, dealing in his}

. 207\ . by

——rt

VAY
/ AV - v
IO(Jomnnb‘»Lll &2/]() ’6 \‘\<§I£E Ns a'ry Public

S19-
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AAPL FORM610 - MODEL FORM OPERATING AGREEMENT - 1989

STATE OF TENAS §
§
COUNTY OF N
The foregoing instrument was acknowledged belore me this day of by
KENNETH G, CONE, dealing in his svle and separate property
My Commission Expires
_ o Notury Public
STATE OF MISSOURI N
§
COUNTY OF N
The foregoing instrument was acknowledged before me this day of by

TOM R. CONE. dealing in his sole and separate property

My Commission Expires:

Notarv Public




Exhibit A

Attached to and made a part of that Operating Agreement dated December 1. 2010, between Yates Petroleum Corporation as
Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators

(1) IDENTIFICATION OF LANDS SUBJECT TO AGREEMENT:

Township 19 South, Range 25 East. N.M.P.M
Section 30: Lots 3, 4, E/2SW, SE/4

Eddy County, New Mexico

Containing 322.76 acres, more or less.

{2) RESTRICTIONS AS TO DEPTHS AND FORMATIONS:

Surface to the base of the cisco formation.

(3) PERCENTAGES OF PARTIES TO THIS AGREEMENT:

Name

Working interest
Lot 3, 4, E/2SW/4, SE/4

Yates Petroleum Corporation
Sacramento Partners Limited Partnership

Hanson McBride Petroleum Co. a New Mexico limited
Partnership

Spiral, Inc.
Marks Qil Inc

Auvenshine's Children’s Testamentary Trust, Cathie
Cone McCown, Trustee

Kenneth G. Cone, Trustee of the Trusts Created Under
the Will and Codicil of Kathieen Cone, Deceased for
the Benefit of the Children Of Kenneth G. Cone

Bank of Oklahoma, N A, Successor Trustee of the
Trust Created Under the Will and Codicil of
Kathleen Cone, Deceased for the Benefit of the
Children of Tom R. Cone

Randy Lee Cone

Cathie Cone McCown

Kenneth G. Cone

Tom R. Cone

Nearburg Exploration Company, L.L.C.

80.679073%
0.576398%
0.193734%

0.676398%
2.836899%
0.457398%

0.457398%

0.304932%

0.152467%
0.457398%
0.457398%
0.457398%
12.393109%

Total

(4) OIL AND GAS LEASES AND/OR INTEREST SUBJECT TO THIS AGREEMENT:

(A) Lease No. NM-0559175

100.000000%

Lessor: United States
Original
tty S. Aspden

Lessee! Belly S. Asp

Current Yates Petroleum Corporation

Lessee! :

Date: March 1, 1966

Status: HBP

Legal. Township 19 South - Range 25 East, N.M.P.M.
Sec. 30: N/2SE/4, SE/4SE/4
Eddy County, New Mexico
120.00 gross/net acres

Working

Interest:

Yates Petroleum Corporation
Sacramento Partners Limited Partnership

71.944512%
0.394112%

Hanson McBride Petroleum Co, a New Mexico limited 0.390810%
Partnership

Spiral, Inc. 0.394112%

Auvenshine's Children's Testamentary Trust, Cathie Cone 0.312742%

McCown, Trusiee

Page 1 of 5



Exhibit A

Attached to and made a part of that Operating Agreement dated December 1, 2010, between Yates Petroleum Corporation as
Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators.

(B)

Rovyalty
Interest
Overriding
Royalty:

Lease No.:

Lessor:
Original
Lessee:

Current
Lessee:

Date:
Status:
Legal

Working
Interest:

Kenneth G. Cone, Trustee of the Trusts Created Under the
Will and Codicil of Kathieen Cone, Deceased for the
Benefit of the Children Of Kenneth G. Ceone

Bank of Oklahoma, N.A. Successor Trustee of the Trust
Created Under the Will and Codicil of Kathieen Cone,

Deceased for the Benefit of the Children of Tom R. Cone

Randy Lee Cane

Cathie Cone McCown

Kenneth G. Cone

Tom R. Cone

Nearburg Exploration Company, L.L.C

Total

1/8Ih

Robert E. Chambers, Jr.

Robert E. Chambers, Jr., as Trustee for the Lollie Dee
Chambers Descendants Trust for Robert E. Chambers,
Jr., created under the Last Wiil of Lollie Dee Chambers,
dated June 21, 1995

Neva Chambers Dawson

Neva Chambers Dawson, as Trustee for the Lollie Dee
Chambers Descendant’s Trust for Neva Chambers
Dawson, created under the Last Will of Lollie Dee
Chambers dated June 21, 1995

Alice Ann Hanks Freeman, as her sole and separate
property

Celeste Chambers Lipscomb

Celeste Chambers Lipscomb, as Trustee for the Lollie Dee
Chambers Descendant’s Trust for Neva Chambers
Dawson, created under the Last Will of Lollie Dee
Chambers dated June 21, 1995

W. T, Probandt and Jeanetie J. Probandt, H&W

The Betty Anderson Aspden Family Living Trust, Betsy
Aspden Huirty and Barbara Gibbons, Successor Co-
Trustees

NM-54382
United States

Charles E. Nearburg

Nearburg Exploration Company, LLC

January 1, 1983

HBP

Township 19 South - Range 25 East, NMP.M.
Sec. 30: SESW

Eddy County, New Mexico

40.00 gross/net acres

Yates Petroleumn Corporation
Sacramento Partners Limited Partnership

Hanson McBride Petroleum Co, a New Mexico limited
Partnership

Page 20of 5

0.312742%

0.208495%

0.104249%
0.312742%
0.312742%
0.312742%
25.000000%

100.000000%

1/6 of .05 of
1220291
1/6 of .05 of
1220291

1/6 of .05 of
1220291
1/6 of .05 of
1220291

.03 of 1119385

1/6 of 05 of
1220291
1/6 of .05 of
1220291

00824078
.05

71.944512%
0.394112%
0.390810%



Exhibit A

Attached to and made a pan of that Operating Agreement dated December 1, 2010, between Yates Petroleum Corporation as

Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators.

Royalty
Interest:

Overriding
Royaity:

Lessor
Original
Lessee:

Current
Lessee:

Date:
Status:

Legal:

Working
Interest:

Royalty
Interest
Overriding
Royalty

1

Spiral, Inc.

Auvenshine's Children's Testamentary Trust, Cathie Cone
McCown, Trustee

Kenneth G. Cone, Trustee of the Trusts Created Under the
Will and Codicil of Kathleen Cone, Deceased for the
Benefit of the Children Of Kenneth G. Caone

Bank of Cklahoma, N.A., Successor Trustee of the Trust
Created Under the Will and Codicil of Kathleen Cone,

Deceased for the Benefit of the Children of Tom R. Cone

Randy Lee Cone
Cathie Cone McCown
Kenneth G. Cone
Tom R. Cone

Nearburg Exploration Company, L.L.C.

Sliding Scale 1/8" to 1/4"

None

S. P Johnson, et al.

Dorothy G. Kemper

Yates Petroleum Corporation

June 14, 1979
HBP

Township 19 South - Range 25 East, NM P M.
Sec. 30: Lot 3, 4 E/25W/4

Eddy County, New Mexico

162.76 Gross / 85.44 net acres

Yates Petroleum Corporation
Sacramento Partners Limited Partnership
Spiral, Inc.

Auvenshine's Children's Testamentary Trust, Cathie
Cone McCown, Trustee

Kenneth G. Cone, Trustee of the Trusts Created Under
the Will and Codicil of Kathleen Cone, Deceased for
the Benefit of the Children Of Kenneth G. Cone

Bank of Oklahoma, N.A., Successor Trustee of the Trust
Created Under the Will and Codicil of Kathleen Cone,
Deceased for the Benefit of the Children of Tom R.
Cone

Randy Lee Cone
Cathie Cone McCown
Kenneth G. Cone
Tom R. Cone
Total

3/16"

Robert E. Chambers, Jr.

Page 3 of 5

0.394112%
0.312742%

0.312742%

0.208495%

0.104249%
0.312742%
0.312742%
0.312742%
25.000000%

100.000000%

94.89121%
0.756592%
0.755592%
0.599601%

0.599601%

0.399734%

0.199867%
0599601%
0.599601%
0.599601%

100.000000%

1/6 of 05 of .25 of

524225714



Exhibit A

Attached to and made a part of that Operating Agreement dated December 1, 2010, between Yates Petroleum Corporation as
Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators.

2 Robert E. Chambers, Jr., as Trustee for the Lollie Dee

1/6 of .05 of .25 of
Chambers Descendants Trust for Robert E.

524225714
Chambers, Jr., created under the Last Will of Lollie
Dee Chambers, dated June 21, 1995
3 Neva Chambers Dawson 1/6 of .05 of .25 of
524225714
4 Neva Chambers Dawson, as Trustee for the Lollie Dee 1/6 of .05 of .25 of
Chambers Descendant's Trust for Neva Chambers 524225714

Dawson, created under the Last Will of Lollie Dee
Chambers dated June 21, 1995

5 Celeste Chambers Lipscomb 1/6 of .05 of 25 of

_ 524225714

6 Celeste Chambers Lipscomb, as Trustee for the Lollie 116 of 05 of 25 of
Dee Chambers Descendant's Trust for Neva 524225714
Chambers Dawson, created under the Last Will of
Lollie Dee Chambers dated June 21, 1895

7 W.T. Probandt and Jeanette J. Probandt, H&W 0.0082408

8 Alice Ann Hanks Freeman, a her sole and separate

03 of 119395
property

Overrides 1-6 applies only to Lots 3 and NE/4SW/4
Override 7applies to Lots 3, 4, E/2SW
Override 8 applies only to Lot 4 and SE/4SW/4

(D) Un-leased Minerals Yates Petroleum Corporation

Legal Township 19 South - Range 25 East, NM.P. M.
Sec. 30: Lot 4, SE/4SW/4
Eddy County, New Mexico
81.38 gross /1 68.164125 net acres

Yates Petroleum Corporation

Working Interest:

(E) Un-leased Minerals Marks Qil, Inc.

Legal: Township 19 South - Range 25 Fast. NNM.P.M
Sec. 30: Lot 4, SE/4SW/4
Eddy County, New Mexico
81.39 gross / 9.156375 net acres

Marks Qll, Inc

Working Interest:

(5) ADDRESS OF PARTIES FOR NOTICE PURPOSES:

Yates Petroleum Corporation
105 South 4th Street

Spiral, Inc.
P O Box 1933

Artesia, NM 88210
P: 575.748.1471
F:575.748.4572

Sacramento Partners Limited
Partnership

105 South 4th Street

Artesia, NM 88210

P. 575.748.1471

F: 575.748 4572

Nearburg Exploration Company,
LLC

3300 North "A" Street

Building 2, Suite 120

Midland, TX 79705-5421
P:432.686.8235

F. 432.686.7806

Page 4 of 5

Roswell, NM 88201-1933
P: 575.623.6601
F:575.627.2439

Hanson-McBride Petroluem Co.,
a New Mexico Limited Partnership
P. O Box 1515

Roswell, NM 88202-1518
P:575.622.7330

F:575622.7331

Kenneth G. Cone, Trustee of the
Trusts created under the Will and
Codicil of Kathleen Caone, dec. f/b/o
children of Kenneth G. Cone

P O Box 11310

Midland, TX 78702

P 432.687.4583

=



Exhibit A

Attached to and made a part of that Operating Agreement dated December 1, 2010, between Yates Petroleum
Corporation as Operator and Sacramento Partners Limited Partnership, et. al. as Non-operators

Kenneth G. Cone
P. O Box 11310
Midland, TX 79702
P 432.687.4593
F:

Tom R. Cone

P. O Box 400

Soutwest City, MO 648863
P:918.854.3170

F:

Randy Lee Cone
P. O. Box 552
Jay, OK 74346
P:907.770.2664
F:

Bank of Oklahoma, N.A., Successor
Trustee of the Trust Created under
the Will and Codicil of Kathleen
Cone, dec., f/b/o children of Tom R,
Cone

P. O Box 1588

Tulsa, OK 74101-1588
P.918.588.6229

F: 918 624 5257

Auvenshine's Children's
Testamentary Trust,

Cathie Cone McCown, Trustee
P. O. Box 507

Oripping Spring, TX 78620
P:512.858. 1641

F:

Cathie Cone McCown

P. O. Box 658

Dripping Spring, TX 78620
P: 512.858.1641

F:

Marks Qil, Inc.

1775 Sherman St., Suite 2990
Denver, CO 80203

P: 303.861.7974

F: 303.863.0616

Page 50f 5



. EXHIBIT B

"

Producers 88 Rev (5 Year LLease) 5-96 ({ ONE YEAR PAID UP LEASE) Form 345

YPC Revised Form OIL AND GAS LEASE Hall-Poorbaugh Press, Inc.
Roswell, New Mexico
THIS AGREEM o , s Lessor (whether one or more), and . as Lessee,

WITNESSETH

ENT made this Jdavol 2

aidof the royalues herem provided and of

I Lessor, m consideration of Ten and No/t00 [Dollars (S 10

he agrecments of Lessee herein contained, hereby grants, jeases and lets

exvlusively unio Lessee for the purpese of investiganing, caploning, prospecting, dodhing an

[N

sy for znd groducing o and

ing pipe lines, building roads, tanks, power stations, telephone

bes o

wh b straciures ereon ar

I o, over and acrose fands ned by

dracent and coniguous thereto, 1o produce, save, take care of. treat, wanspory, and own said products, and
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EXHIBIT “D”

Attached to and made a part of that certain Operating Agreement dated December 1, 2010,
between Yates Petroleum Corporation, as Operator, and Sacramento Partners Limited
Partmership, et al, as Non-Operators

ADDITIONAL INSURANCE PROVISIONS

Operator, during the term of this agreement, shall carry insurance tor the benelit and at

the expense of the parties hereto, as follows:

(A) Workman's Compensation Insurance as contemplated by the state in which

operations will be conducted. and Emplover's Liubility Insurance with Hmits of not less than

$1,000,000.00 per employee.

(B) Public Liability Insurance:

Bodily Tnjury and Property Damage - $1,000,000.00 single limit each occurrence.

(C)  Automobile Public Liability Insurance:
Bodily Injury $500,000.00 each person.
$1.,000,000.00 each occurrence.
Property Damage - $300,000.00 each accident.
(or)

Bodily [njury and Property Damage - $1,000,000.00 combined single hmit.
(D) Control of Well and Extra Expense -$10,000,000.00- Limit of Liability

Except as authorized by this Exhibit *D7, Operator shall not make any charge to the jomnt
account for insurance premiums. Losses not covered by Operator’s insurance (or by msurance
required by this agreement 1o be carried for the benelit and at the expense of the parties hereto)

shall be charged to the joint account.



CXHIBIT “E”
Attached to and made a part of that certeun Operating Agreement dated December 1, 2010,

between Yates Petroleum Corporation, as Operator, and Sacramento Partners Limited
Partnership, et al, as Non-Operators

GAS BALANCING AGREEMENT

The parties 10 the Operating Agreement o which this agreement is attached own the
working interest in the gas rights underlying the lands covered by such agreement (the “Contract

Area”) in accordance with the percentages of participation as set forth in Exhibit “A” (o the
Operating Agreement (the “participation percentage’).

In accordance with the terms of the Operating Agreement, each party thereto has the right
to take its share of gas produced from the Contract Area and market the same. In the event any
of the parties hereto collectively owning participation percentages of less than 50% are not at any
time taking or marketing their share of gas or have contracted to see their share of gas produce.d
from the contract Area to a purchaser which does not at any time while this agreement is in effect
take the full share of gas atwibutable to the interest of such parties, this agreement shall
automatically become effective upon the terms hereinafter set forth.

I During the period or periods when any parties hereto collectively owning
participation percentages of less than 30% have no market for their share of gas produced from

any proration unit within the Contract Area, or their purchaser does not take its full share of 2as
produced from such provation unit, other pm'ues collectively owning participation percentages of
more than 50% shall be entitled 10 produce cach month 100% of the lesser of a) allowable gas
production assigned o such proration unit by um dlicable state regulatory authority or b) the
delivery capacity ot gas from such proration unit; provided, however, no party who does not
have gas mn place shall be enutled 1w ke or dkll\k. to a purchaser gas producton m excess of
200% of the lesser of ¢} its share ol the volumes of gas capable of being delivered on a daily
basis or d) its share of allowable gas production. All parties hereto shall share in and own the
liquid hydrocarbons recovered from such was by lease equipment in accordance with their
respective interests and subject to the Operating Agreement to which this agreement is atached,
but the party or parties taking such gas shall own all of the vas th‘ll\'tlcd to its or therr purchaser,

2. On a cumulative basts, each party not (a\l\"nﬂ or marketing its full share ot the gas

produced shall be credited with gas in place equal to its full share of the gas ploduud under this
agreement, less its share of gas used i lease opcmllonb; vented or lost, and fess that portion such
party took or delivered to its purchaser. The Operator will maintain a current account of gas
balance between the parties and will furnish all parties hereto monthly statements showing the
total quantity of gas produced, the amount used in lease operations, vented or lost, the total
quantity of liquid hydrocarbons recovered therefrom, and the monthly and cumulative over and
under account of each party. For US Federal Income Tax purposes, each party agrees to
compute and report income to the Internal Revenue Service based on the quantity of Qas taken
for its account (the cumulative method) in accordance with the requirements of US Treasury
Regulations Section 1.761-2(d)(3).
3. Atall times while gas is produced from the Contract Area, each party hereto will
make settlement with the respective royalty owners to whom they are each accou mtable, just as if
each party were taking or delivermg 10 @ purchaser its share, and its share only. D\Ch party
hereto agrees o hold each other party harmless | from anyv and all claims for royalty payments
asserted by rovally owners w whom each party 1s accour ntable. The term “rovalty owner” shall
include owners of rovalty, overriding royvalties, production payments and other similar imerests.

Each party producing and taking or delivering gas to its purchaser shall pay any and all

production taxes due on such gas.

4. After notice to the Operator, any party at any time may begin taking or deli vering

1o its purchaser its full share of the gas produced from a proration unit under w hich it ha }5 \:las 1i1

place less such party’s share ol gas used in operations, vented or lost. In M_{ lntxzml’to \ilf ! L?f;
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determined by multiplving 5() of the interest n the current ;gxs 11 sroduction of the party ¢
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unit of such party with gas in place and the denominator ot which is the total percentage interest
in such proration unit of all parties with gas in place currently taking or delivering to a purchaser.

3. Nothing herein shall be construed to deny any party the right, from time 1o time,
to produce and take or deliver to its purchaser its full share of the allowable gas production to
meet the deliverability tests required by 1ts purchaser, provided that said test should be
reasonable in length, normally not to exceed 72 hours.

6. " a proration unit ceases to produce gas and/or liquid hydrocarbons in paying
quantities before the gas account is balanced, settlement will be made between the
underproduced and overproduced parties, [n making such settlement, the underproduced party or
parties will be paid a sum of money by the overproduced party received, less applicable taxes
theretofore paid, at the applicable price defined below for the delivery of a volume of gas equal
to that for which settlement is made. For gas, the price of which is not regulated by federal, state
or other governmental ugencies, the price busis shall be the price received for the sale of the gas.
For gas, the price of which is subject 1o regulation by federal, state or other governmental
authorities, the price busis shall be the rate collected, from time to time, which is not subject 1o
possible refund, as provided by the Federal Energv Regulatory Commission or any other
governmental authority, pursuant wo final order or settlement applicable 1o the gas sold from such
well, plus any additional collected amount which is not ultimately required to be refunded by
such authority, such additional collected amount to be accounted for at such time as final
determination i1s made with respect hereto.

7. Notwithstanding  the provisions of 46, it is expressly agreed that any
underproduced party shall have the optional right, with respect to each proration unit, o receive
a cash settlement bringing such underproduced party’s gas account in to balance at any time and
from time to ume prior to the final settdement, by first giving each overproduced party 90 davs’
written notice of demand for cash setlement. [ such option is so exercised, settlement shall be

made (as of 7:00 o’clock A.M. on the tirst dayv of the calendar month following the date of such
written demands) within 90 days following the actual receipt of such written demands by the
overproduced parties, in the same manner provided for in §6. The option provided for in this
paragraph may be exercised, from time to time, but only one time in each calendar vear.

8. Nothing herein shall change or affect each party’s obligation to pay its
proportionate share of all costs and liabilities incurred, as its share thereof 1s set forth in the
Operating Agreement.

9. This agreement shall constitute a separate agreement as to each proration untt
approved by the applicable regulatory authority for a pool within the Contract Area, but‘such‘
proration unit shall not include any producing horizon which is not within the‘verﬁcal limits of
said pool. This agreement shall remain in force and effect so long as the Operating Agreement to
which it is attached remains in effect, and shall inure o the benetit of and be binding upon the
parties hereto, their heirs, successors, legal representatives and assigns.



EXHIBIT “F”»
Attached 1o and made a part of that certam Operating Agreement dated December 1, 2010,

between Yates Petroleuny Corporation. as Operator, and Sacramento Partners Limited
Partnership. as Non-Operators '

EQUAL EMPLOYMENT OPPORTUNITY PROVISION

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

1. The Operator will not discriminate against any emplovee or applicant for
employment because ol ruce, color, religion. national origin or sex. The Operator will take
affirmative action to ensure that applicants are employed, and that employees are treated during
employment, without regard to their race, color, religion, national origin or sex. Such action
shall include, but not be limited to the following: employvment, upgrading, demotion, or transfer.
recruitment or recruitment advertising; layoft or termination; rates of pay or other forms of
gompensation; and selection for training, including apprenticeship. The Operator agrees to post
in conspicuous places, available to emplovees and applicants for employment notices to be
provided for the contracting officer setting forth the provisions of this non-discrimination clause,

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

2 The Operator will send sach labor : im e g o -
3. ¢ Operator will send 1o each labor union or representative of workers with
which it has a collective bargaining a

reement or other contract or understanding, a notice to be
ficer, advising the labor union or workers’ representative
of the Operator’s commitments under Section 202 of Executive Order 11246 of September 24,
1965, and shall post copies of the notice in conspicuous places available (o emplovees and
apphicants for employvment.

o

provided by the agency contracting ol

4. The Operator will comply with all provisions of Fxecutive Order 11346 of
September 24, 1965, and of the rules regulations, and relevant orders of the Secretary of Labor.
3. The Operator will furnish all information and reports required by Executive Order
11246 of September 24, 1963, and by the rules, regulations. and orders ol the Secretary of Labor,
or pursuant thereto, and will permit access o 1ts books, records and accounts by the contracting
agency and the Secretary ot Labor for purposes ol lnvestigation o ascertain compliance with
such rules, regulations, and orders.

6. In the event of the Operator’s non-compliance with the non-discrimination clauses
of this contract or with any ot such rules, regulations, or orders. this contract may be canceled,
terminated or suspended in whole or in part and the Operator may be declared ineligible for
further Government contracts in accordance with procedures authorized in Executive Order
11246 of September 24, 1965, and such other sanctions may be imposed and remedies invoked
as provided in Executive Order 112435 of September 24, 1965, or by rule, regulation, or order of
the Secretary of Labor, or as otherwise provided by law,

7. The Operator will include the provisions of Paragraphs (1) though (7) in every
subcontract or purchase order unless exempted by rules, regulations, or orders of the Sec_retm‘y of
Labor issued pursuant o Section 204 of Executive Order 11246 of September 24, 1496)¢ so that
such provisions will be binding upon each subcontractor or vendor. "I"‘he Operator will I‘er such
action with respect o any subcontract or purchase order as the contracting agency may direct as a
means of enforcing such provisions including sanctions for 1‘1011-@011‘1[)1iance:. ProA\jdecl.; howle\fer;
that in the event the Operator becomes involved in, or is threatened with, hugation with a
subcontractor or vendor as a result of such direction by the contracting ageney, the Opcmlﬁor may
request the United States w0 enter into such litigation to protect the interests of the United States.

Operator acknowledges that 1t may be r‘equirc‘cl lo l"lleAStxmdcu'q j})_[.”_l IOO (II;I?QLI)
promulgated jointy by the Office of l’cd»eml (,?()I\U'E.\Cl Ui)'mplljancAc, 'thc C}?-L]L.l‘dl' .}:ilzp 1)\31:}13
Opportunity Commission and Plans 1,1.-,,»[‘ P/rog’ress wn;h Joint \_%‘p‘omlj% omn{miuilh TL )vocm
Depot, Jeffersonville, Indiana, within thirty (30) dz—})fg of the datg ol Ac,olim‘a%t d\\'dl.t .‘1. 5 ¢ l.'.}
led for the current vear and otherwise comply with or file such other comphance

has not been fi - such other compliar
ed under Executive Order 11246, as amended and Rules and Regulations

reports as may be requir
adopted thereunder.



Operator further acknowledges that he may be required to develop a written affirmative
action comphance program as required by the rules and Regulations approved by the Secretary
of Labor under authority of Executive Order 11246 and supply Non-Operators with a copy of
such program if they so request.

CERTIFICATION OF NON-SEGREGATED FACILITIES

Operator assures Non-Operators that it does not and will not maintain or provide for its
employees any segregated facilinies at any of its establishments, and that it does not and will not
permit its employees o perform their services at any location, under its control, where
segregated facilities are mamtained.  For this purpose, it i1s understood that the phrase
“segregated facilities” includes facilittes which are in fact segregated on a basis of race, color,
religion, or national origin, because of habit; local custom or otherwise. It is further understood
and agreed that maintaining or providing segregated facilities tor its emplovees or permuing its
employees 1o perform their services at any location under its control where segregated facilities
are maintained is a violation of the equal opportunity clause required by Executive Order 11246
of September 24, 1963

Operator further understands and agrees that a breach of the assurance herein contained
subjects 1t to the provisions ot the Order at 41 CFR Chapter 60 of the Secretary of Labor dated
May 21, 1968, and the provisions of the equal opportunmity clause enumerated in contracts
between the United States of America and Non-Operators.

Whoever knowingly and willfully makes any false, fictitious or fraudulent representation
may be liable to criminal prosecution under 18 U.S.C-1001.

Exhibit “F”
Page 2 of 2



EXHIBIT “H”

Attached o and made a part of that certain Operating Agreement dated December 1, 2010,
between Yates Petroleum Corporation. as Operator. and Sacramento Partners Limited
Partnership, et al, as Non-Operators

MEMORANDUM OF OPERATING AGREEMENT

This Agreement, entered mto by and between Yates Petroleum Corporation, herein
“Operator”™ and the signatory party or parties other than Operator, herein “Non-Operator”,
whether one or more, have entered mto an Operating Agreement, herein “Operating Agreement”
dated December [, 2010, covermy the lands and leases (the “Contract Area’™), all identitied in
Exhibit “A” to this Memorandum. Collectively the Operator and Non-Operator will be referred
to as the “Parties™.

Article VILB ot the Operating Agreement, entitled “Liens and Security Interests,”
provides for the creation and attachment of a lien for default in pavment of sums due under the
terms of the Operating Agreement. The Parties desire the right to file and perfect such a lien,
and, in order to enable ecach Party w0 do so, the terms of the Operating Agreemenl are
incorporated into this Memorandum for all purposes. A complete copy of the Operating
Agreement may be reviewed at the offices of the Operator by persons having a bona fide interest
in the Leases.

This Memorandum is placed of record for the purpose of placing all persons on notice of
the existence of the Operating Agreement. The Operating Agreement shall be deemed 10 be
binding on Operator and Non-Operator and their successors and assigns, and in full force and
effect until modified, or the Leases expire.  All modifications may be evidenced by an
amendment 1o this Memorandum being placed ol record.

This Memorandum is signed by Operator and Non-Operator as ol the date of

acknowledgment of their signutures below, but is deemed effective for all purposes as ot the date
of the Operaung Agreciment stated above.

OPERATOR

YATES PETROLEUM CORPORATION

JOMN A YATES, JR.
Title:  ATTORNEY-IN-FACT

NON-OPERATORS

SACRAMENTO PARTNERS LIMITED
PARTNERSHIP

By,

Pevion Yates
Manaeer of Weed Oil & Gas Company, L.C., General
Title:  Partner of Sucramento Partners Limited Partnership

HANSON McBRIDE PETROLEUM CO.,
ANEW MEXICO LIMITED PARTNERSHIP

I3
Title: _
SPIRAL. INC.
[

Tude:




MARKS OIL, INC.

By

Title:

NON-OPERATORS °

AUVENSHINE’S CHILDREN’S
TESTAMENTARY TRUST, CATHIE CONE
McCOWN, TRUSTEE

B

Cathie Cone McCown
Title:  Trustee

CATHIE CONE McCOWN

By

Tile:
KENNETH G CONE, TRUSTEE OF THE
TRUSTS CREATED UNDER THE WILL AND
CODICIL OF KATHLEEN CONE, DECEASED
F/B/O THE CHILDREN OF KENNETH .
CONE

By

Kenneth G, Cone
Title:  Trustee

BANK OF OKLAHOMA, N.A., SUCCESSOR
TRUSTEE OF THE TRUST CREATED UNDER
THE WILL AND CODICIL OF KATHLEEN
CONE, DECEASED F/B/O THE CHILDREN OF
TOM R CONE

By

Bank of Oktahoma. N A
Title:  Successor Trustee

NEARBURG EXPLORATION COMPANY, LLC

By:
Title:
RANDY LEE CONE
By
Title:
KENNETH G. CONE
By
Title:
TOM R. CONE
By:

Title:




16

[

o

FENN U US B OF B 081
o

el

40

06
67

AAPL FORMG610 - MO'DEL FORM OPERATING AGREEMENT - 1989

ACKNOWLEDGMENTS

STATE OF _NEW MEXICQ

COUNTY OF _EDDY

The toregoing mstrument wus ackno

ledged before me this day ol . . by
Johi A Yates, Jrus Avornev-in-Foct for VATES PETROLEUM CORPORATION. a New Mexica corporation, on behalf
of said corporation.

My Conunission Expires

Notary Public

STATE OF NEW MEXICO  §
§
COUNTY OF EDDY §
The foregoing instrument was acknowledyed before me this day of . by
Peyton Yates as Muanager for Weed Ofl & Gus Compuany, L.C., General Partier of SACRAMENTO PARTNERS
LIMITED PARTNERSHIP, a partnership.
My Commission Expires:
Notary Public
STATE OF NEW MEXICO__§
§
COUNTY OF CHAVES N
The foregoing Instument was acknowledged betore me this day of . . by
as tor HANSON MceBRIDE PETROLEUM
CO.. a New Mexico Limited Partnership. a partnership.
My Commnussion Expiies
Notary Public
STATE OF TEXAS N
§
COUNTY OF §
The foregoing instrument wis acknowledged belore me this day of : _: by
3 as for NEARBURG EXNPLORATION
COMPANY, L.L.C. Calimited liability company
My Commission Expires: :
Notary Public
STATE OF NEW MEXICO  §
S
COUNTY OF __CHAVES S
. Fodomd e fire 1o 111 av ol . . by
The foregoing nstrument was i:km:»\\.k.t.‘.gud before me this i)l: ol SGLING o

New Mexico corporation. an behult'of said corporaion.

My Commission Expires: ' ,
' Notary Public
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STATE OF COLORADO N
8
COUNTY OF §
The foregoing instrument was acknowledged before e this day of . . by
as for MARKS OIL. INC. -
corporation. on behalf of said corporation.
My Commission Expires:
Notary Public
STATE OF TEXAS N
§
COUNTY OF N
The foregoing instrument was acknowledyed belore ine this dav ol . by
Cathie Cone MeCown as Crustee  for AUVENSHINE'S CHILDREN'S TRUST L atrust ‘
My Commission Fxpires:
Notary Public
STATE OF TEXAS N
N
COUNTY OF §
The Toregoing instrument was acknowledged betore me this day of by
CATHIE CONE McCOWN, dealing in her sole and separate property '
My Commussion Expires:
Notary Public
STATE OF TEXAS N
§
COUNTY OF N
The toregoing instrument was acknowledged before methis _ day of . . by
Kenneth G, Cone s Truswee  for TRUST CREATED UNDER THE WILL AND CODICIL
OF KATHLEEN CONE. DECEASED F/B/0 THE CHILDREN OF KENNETH G. CONE
My Commission Explres:
Notary Public
STATE OF ORKLEAHOMA N
8
COUNTY OF 3
The foregoimg instrunent was acknowledged hetore me this day of e by
Runk of OKLahoma as Suceessor Trustee  tor TRUST

CREATED UNDER THE WILL AND CODICIL OF KATHLEEN CONE, DECEASED F/B/Q THE CHILDREN
OF TOM R. CONE.

My Commission Expires:

Notary Public

STATE OF OKLAHOMA

5
§
COUNTY OF §

by

The foregoing instrument was acknowledged before me this day of
RANDY LEE CONE, dealing in his sole and separate property )

My Commission Expires: .
' Notary Public
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STATE OF TEXAS §

§

COUNTY OF N
The toregoing instrument was acknowledged beture me this _dav ot

KENNETH G. CONE, dealing in his sole and separate property

My Comnussion Expires:

Notwry Public

STATE OF MISSOURI N

N

COUNTY OF §
The foregoing instrument was acknowledged betore me this day ol

TOM R, CONE, dealing in his sole and separate property

My Commission Expires:

Notary Public

by



