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OPERATING AGREEMENT 

Tl 11S AGREEMENT, entered mto by and between I· 11du11n1• RC\(ttti•-L'" l~I~'-' ______________ _ 

hereinafter dcs1gnatc<l and referred to as "Operator," and the signatory party or parties other than Operator, sometimes 

hereinafter referred to 111d1v1dually as "Non-Operator," and collectively as "Non-Operators." 

WJTNESSETII: 

WHEREAS, the parties to tlus agreement arc owners of Oil and Gas Leases and/or Oil and Gas Interests in the land 

1dcntificd 111 Exhibtt "A," and the parties hereto have i:11t,..:1i:d 11no that i:i.:11:nn l rnt ,\~11.:i:1111:nt h)r thi..: Dl:\clnp111i:111 .ind Op..:r.i11u1i ur 1!11: 

1i:k11i:d 10 .i:-.. the ··LJ111t At".lee111<.:n1" reaehetl--un--agreemettt to explore and develop these Leases and/or Oil 

and Gas Interests for the production of Oil and Gas to the extent and as hcremafter provided, 

\\'! 11·.Rl.,AS. th-: 11:utJc'- ..:1i1..:1 111tu th1~ a~'.ll'l.!1111.:nt JH!l~u.11it Lu ~cs.:t1u11 7 ,1J'tlic l "111! ,\g10.:,.:1nl!1\t 

NOW, THEREFORE, 1t ts agreed as follows 

ARTICLE I. 

DEl'INITIONS 

As used 111 this agreement, the followmg words and terms shall have the meanings here ascnbcd to them· 

A The term "AFE" shall mean a DETAILED Authonty for Expenditure prepared by a party to this agreement for the purpose of 

estimating the costs to be incurred m conducting an ope1at1on hereunder. An Al·"!: r1H .1Ilu111.unt:d 01 i\lul11-latl!1:il Wdl ~h.111 i.:IL'arl~· :,t1pulatl! 
that the \\<.:II bl!111g propo:,l!d 1:, .1 ! !or IJ.,111t,tl ur .\lul11-l:1ter;tl W..:11 .11Hl ..,!J;tll 1111.:ludl.' all Compll'l1,)11 opl!1.111u11, 1D1 th-: prupu~..:d l lo1111111ttl u1 

Multi-!atc1al\Vcll 

l3. The term "Completion" or "Complete" shall mean a single operation intended to complete a well as a producer of 011 

and Gas in one or more Zones, includmg, but not !muted to, the setting of production casing, perforatmg, well slimulallon 

and production testing condudcd in such operation. 

C. The term !!C---ontrecl-Area!!- "li111t Ar..:a" shall mean all of the lands. Oil and Gas Leases and/or Oil and Gas Interests mtended 

to be developed and operated for Oil and Gas purposes under t!us agreement. Such lands, Oil and Gas Leases and OJI and Gas 

Interests arc described m Exhibit "A" 

D The term "Deepen" shall mean a single operation whereby a well is drilled to an obJective Zone below the deepest 

Zone 111 which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever 1s the 

lesser. \\llil.!11 u~cd 111 cu111ll!l"tJu11 with .i "'1ult1-la1i.:1,il u1 J lun,.ont.tl \\'cll till! ll.'Jlll ··tki.:pl.!11" ~hall rni:.111 .11; upi.:1.111u11 v,lic1cb~ ,1 l..itl!J,d 1~ 

dr1ll..:d tu a hu111.ont,1l d1:-,ta11l.'i.: g1c,1Lcr 111,111 lh..: d1:,l,111cl' :-,ct out 111 thi.: \\l!l! propo::..il app1ml!J b~· Ilic Cot1~l.'11t1ng P.11l!l.''>. 01 to .i hot11011tal 
d1~1anci.: g11.:utcr than the hltal 1i1c,t:-il!ll!d d..:pth to which the l,.ili.:ral \\.I~ )lll'\'1ou~ly d11lkd 

E. The terms "Drilling Party" and "Consenting Party" shall mean a party who agrees to join in and pay lls share of the 

cost of any operation conducted under the prov1s1ons of tlus agreement 

F. The term "Dnllmg Unit" shall mean the area fixed for the dnllmg ofOne ur rnurc well(.'>) by order or rule of any state or federal 

body having authority If a Drilling Umt is not fixed by any such rule or order, a Drilling Unit shall be the drilling umt as 
established by the pattern of drilling m the Gontmet Urnt Arca unless fixed by express agreement of the Dnlling Parties 

G. The term "Dril\s1te" shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be 

located l"h..: t..:11n "Dr1lb11c"' \\hen u:-,..:d 111 ultmcct1u11 \\ 1111.tl!0111,111tal or \lult1-!1\kral \\ l.'11 ..,iJ,dl 111..:,111 thc wr l~1cc il1c:111,i11 ,rnd thi.:: 011 .111d 

(;,1.., l.c.1~c:-, u1 Oil .ind (;as lnti.::1i.::'>l'> w11h111 the :-.p.il.'.tllL' u1111 011 \\h1d1 the 11dlbu1..:::.. 111clud111:•, :dl l..lll.'1:il'>, .111.; l<>c1tcd 

H. The term "Initial T..:st Well" shall mean tbe well required to be drilled by-thc-part1L~--hcreto-as,-prov-idcd-in--Art1clMl-;A~u111.k1 
th..: tc1m:, ,iftlw LJ1111 Agrccnii.:nl 

The term "Non-Consent Well" shall mean a well in wluch less than all parties have conducted an operation as 

provided in Article VI B.2 . 

J. The terms "Non-Dnlling Party" and "Non-Consenting Party" shall mean a pa11y who elects not to part1e1pate in a 

proposed operation. 

K The term "Oil and Gas" shall mean oil, gas, casmghead gas, gas condensate, and/or all other liquid or gaseous 

hydrocarbons and other marketable substances produced therewith, unless an mtent to linut the mdus1veness of this term is 

specifically stated 

L The term "OJI and Gas Interests" or "Interests" shall mean unleased fee and mineral interests m Oil and Gas m tracts 

of land lymg withm the (;ontr-oet lJmt Arca which arc owned by parties to this agreement. 

M The terms "011 and Gas Lease," "Lease" and "Leasehold" shall mean the oil and gas leases or interests therein 

covermg tracts ofland lying within the Contract Umt Arca wluch are owned by the parties to this agreement 

N The term "Plug Uack" shall mean a smgle operation whereby a deeper Zone 1s ab.1ndoned m order to attempt a 

Completion in a shallower Zone. \Vlw11 u ... c..i 111 cu1111cc11,111 ,11th a llunnint,d m .\!ul11-l:11..:1:tl \\'di, th..: 1,.;n11 ··Plug lbd, .. ..,Ii.di 111c.111 ;111 

,ipcra11u11 tu lc:-.L ur l \impkll' thl.' \\ ell .11 a :-,ti ,ll1g1 ,q1li1(all:, ... !ial lo\\ l!l" gt:ulot•,ll'.il hun1,Jll 111 "li1cli 11!1.; <)Pl'1,111-in li,1:-, bl!i.:11 u1 1 ... bl·111~'. Co1npktL'd 

,ind \\h1d11s mll \1;th1n an i.:,1~1111~•, \.,111.;1,11 

0. The term "Rccompletion" or "Recomplcte" shall mean an operation whereby a Completion m one Zone 1s abandoned 

in order to attempt a Completion in a different Zone withm the existing wcllborc 

P The term "Rework" shall mean an operation conducted m the wcllbore of a well after it is Completed to secure, 

restore, or improve production m a Zone which 1s currently open to production 111 the wellbore. Such operations mclude, but 

arc not l11111tcd to. well stimulation operations but exclude any routme repalf or mamtenance work or drilling, S1detrackmg. 

Dcepcnmg, Completing. Recompletmg. or Pluggmg Back ofa well. 
Q. The term "Sidetrack" shall mean the directional control and mtcntmnal deviation of a well from vcrt,cal so as to 

change the bottom hole location unless done to straighten the hole or dnll around Junk 111 the hole to overcome other 

mechamcal difficulties. \\"hl·11 u:-,cd 111 ..:011111.;ctm11 \\1th ,l llo11 ✓.0111al 1.ll \lul11-b1,:1,1! \\'..:11. the 1c1111 "'.)1dct1ack'" :.li.tll 111l'.111 11li.:: J11ccl1u11.il 

cunlrol and 1ntl!nllu1i.1l dcv1;1\1on Di',1 \\di ,iut:-,1dc the 1.;.\b\11\~t l .. 1lc1,1!(:-,) ~u :1:-. tu clia1i~i.:: thi.: /.un.: lll 1111.: di1i.:..:t1u1\ ut" ,1 l.,ltl!r,d ,l'- u11~',1J1,dl_\ 

p1,1pu~cd. unll!:-.:-i doni.: 10 .'>11,ll!:_',lltl.'ll the lrnk LlJ di ill ;ummd .1unh. m lhl! !wk OJ to ,n C!llllllC uthi.:1 111i.::L·l1.1111..:,ll d11li..:ult1c:-. 
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 accumulatJon of Oil and Gas 
S l"hl! ti.::1111 "l.,lli.::r,il'" :-,h,1111111.:,111 th,ll puttlu11 01":1 \\l.'ilbu1l! th.it di.:\1,111.;~ !1u111 .ipp1U'>llll,llc \Cllic,d u111.;1ll;1!1u11 lu .1pp1u.,1111ak' 

lln111.nnt:1I orii.::111:111011 .ind ,111 w..:llborc hc,u11d -...ucl1 d..:v1auu11 to ·1 otal :\l,.;,1~u1i.:d !kptll 
T Th..: tl.'1111 "llur11.u11t,tl \\\,•II" :,il:tll 111l'ill1 ,1 \\l'll l·unt,1111111.'...i .i ~111.':'.k L.iti.:r,11 \\luch 1.-... drilkd, C\111:plctl!d or J\cl·u1i1pkti.:d 1n ,1 

1n:1rn1i.::1 l!l wh1ct1 tile lwru.onlal lU!l1pn11l.'lll ul tile l,m1pk11u11 lllll'l"\,d (I) l·,11.;11,b ,ll IL'.1~\ n111.; hu11d11.;d ( l ()lJ') kc! rn ·thl! ,1b1..:i..:11, i.: Jli1111.111rn1 
.111d (2) l!.\.l"l!l!d-..1l1c \i.;rtical cun111u11l.'11t ufthL' ..:un1pktiu1111ll1.;1\,d 111 !h..: obll.'.l'l1\1.; !'u1111:111u11 
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LI Till' ll:llll ";\]ul11-/,1tci.d \\'ell" :-.ll.i!I llll.:a11 .t \\L'II \\lu.:h (.'.lHlt:1111-. lllOlL' th.Ill unl' l.alc1,il \\111..:h L'> d1ilkd, Cu111pli.:1cd u1 

RL'..:ornplclcd 111.1111annc1 111 ,\l11i.:l1 till.! htHl ✓.ontal nm1porn.:11t urthi.: i.:u111pld1on llllL'n,d ufl',1..:h Luh:ral { l) i.:xll.:nd:-. at k.t:-.l om: hund1l'd ( 10\f) 

fod 111 till' ob.1ei.:t1\l' fo1111at1011(:-.) and('.:) L'\l'.ci.:tb the \1.:rl1i.::al i..:on1pD1h.:n1 ol'the cu111plct1011 1111i.:r,al Ill the ob.1i.:1..:t1\e for111,1t1lHl('>J 

V 'l'lli.: term "'J'otal i\·ka:-.uii.:d lkpth" whl'n lL'>Cd 1n i.:tlm11;1..:t1,rn \\ 1th a i\lulli-l.111..!1,1! oi l lm1/.u111:1I \\ l'll, :-.Ii.ill nh::1n 1h1.· Ji:-,1.in..:1.: 

limn thc :-.urfa.:c ut'thl' giouml ltl Ilic ti::rn111n1:-, uf1h1.: \\cllhorl'. ,I'> me:hut"i.:J :!lung tht: wcllboH: l::1..:li btc1al 1.1kc11 tuc,etlic1 \\llh the i:0111111u11 

vet t11.:al wd!lhirc ~hall be i.:un:,iJcrcd a ~111glc \\ clftirn c and :.hall ha\ c ,l i.:011 c:.pondmg ·1·01;1 I ~k,1~u1 cd Dcpth '.'\ntw1th:,[;i11d111~; tl1c t(.11 C,'._'UJ11g. 

111 the i.:a:,e of a t\lull1-l:1tc1al Well. 1f the p1uduct1011 fru111 e,1i.:h Litci;tl 1~ to be com11n11glcd in the u1m1110n \ c1t1cal wcllbo1 c 1hc11 the J.,ni..·1:11., 

;md vet111.:a! wcllborc ~h,ill be con~Jdcied .;u!!es.:l1vcly d~ \JIii.! \\Cllhmc When the propo~i..:J opcra11011(s) 1~ tile dnll111g uC ur op,.·1:itJuu 011. ,1 

! 1011zontal or Mulu-Litcral \Vdl. thi..: tcrn1:, "dcptlf' or"t,Jt:d dcplh" \\ licrC\ cr u:.cJ 1n th,.; Ag1ccmc11t ::.hall bc dccmcd tu 1cad "T01.d .\k.t'>u1cd 
D..:ptll" 111:.ot,ll' as 11 appl1c:. lo ~udl well 

W The 1c1 in· \'crl11.:al \\'di" :,liall 111ca11 a \\ell d1 died. (\m1plctcd or ltccrn11pk1cd uthi..·r Lh:1n .1 ! !unL.\)Jll,il llf .\!ultJ-Latc1,d \\'ell 

X ·1·1ic tc1111 "llnr11.ont;1!" :.hall 111e,111 ;1pp10'\11ll,1lclv p.11:illcl to 1bec.111h':. :,u1L1cc ur !lllllc gl'nc1,1ll~ a (lc,1;it1un f1om ,,..111-:.11 ut' 

1nu1l' tha11 JU Ul'g!<.!e'> 

Unless the context otherwise clearly Indicates, words used Ill the singular include the plural, the word "person" includes 

natural and artificial persons, the plural mcludes the smgular, and any gender includes the masculine, feminine, and neuter. 

ARTICLE 11. 

EXHIBITS 

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

--------'-\'. A Exhibit "A," shall include the followmg mformatmn 

(I) Dcscnpl!on of lands subject to tlus agreement 

(2) Restncttons, if any, as to depths, format10ns, or substances, 

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

(4) Percentages or fractional interests of parties to this agreement, 

(S) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement, 

(6) Burdens on producuon. 

(7) Plat of Unit Area 

==X_ fi:--e,<htbt~l'-Ofm-of:.bease-: 

_:\ C Exhibit "C," Accounting Procedure 

_,_. ___ [) Exhibit "D," Insurance. ,\1th l11~w.t111.:c !·:k .... 11u1i B,illut(~.I 

__ '(_ E Exlub1t "E," Gas Balancing Agreement 

_ \. __ F Exhibit "F," Non-Discrinunation and Cert1ficat1011 of Non-Segregated Facd111es. 

-----G--E-xt,1bi-t-.!!GRs:t-Paflncr-sl11p-

_:s_ H Other; J.:.crnrd1ng, :-.uppk111c111 ;m(J l-'1na11r1ng, ~tatc1nl.!nl. hmn t1I ORS _____ _ 

West Escan:ida Unil Opcratmg Agreement 
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If any provis10n of any cxlubit, exccpl Exlul>1ts "E," ;111d "F" anµG,...'.! 1s mconsistcnt with any provision contained 111 

2 the body of this agreement, the prov1s10ns in the body of this agreement shall prevail. 

3 ARTICLE Ill. 

4 INTERESTS OF PARTIES 

A. Oil mu.I Gas Interests: 

If any party owns an Oil and Gas Interest m the Eontract Urn! Arca, that Interest shall be treated for all purposes of this 

agreement and durmg the term hereof as 1f it were covered by the form of Oil and Gas Lease attached hereto as Exhibit "B," 

and the owner thereof shall be deemed to own both royalty mtcrcst m such lease and the mtcrcst of the lessee thereunder. 

D. lnlerests of Parties in Costs and Prnduction: 

IO Unless changed by other provisions, all costs and liabilities incurred 111 operations under tl11s agreement shall be borne 

l l and paid. and all equipment and materials acquired m operations on the t'.ootract Linn Arca shall be owned, by the parties as their 

12 interests arc set forth in Exl11b1t "A." In the same manner, the parties shall also own all production of 01! and Gas from the 

13 Gontrn.ct Urn\ Arca subJect, however, to the payment of royalties and other burdens on production as described hereafier 

14 Regardless of which party has contnbuted any Oil and Gas Lease or Oil and Gas Interest on which royalty or other 

15 burdens may be payable and except as otherwise expressly provided m tlus agreement, each party shall pay or deliver, or 
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~ause to be p:ud or de!iver~d. all burdens on its share of the production from the C--ontract Urn! Area 
'and shall mdemmfy, defend and hold the other parties free from any therefor 

Except as otherwise expressly provided m this agreement. 1f any party has contributed hereto any Lease or Interest which 1s 

burdened with any royalty, overriding royalty, production payment or other burden on production m excess of Lhe amounls 

stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall mdemnify. defend 

and hold the other parltes hereto harmless from any and all claims attributable to such excess burden However, so long as 

the Drilling Umt for the productive Zonc(s) is identical with the Gontt-ttet Umt Arca, each party shall pay or deliver, or cause to 

be paid or delivered. all burdens on production from the C--ontrnet Urnt Arca due under the terms of the Od and Gas Lcasc(s) 

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

!iab1hty therefor 

No party shall ever be responsible, on a price basis higher than the pnce 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 

pnce basis, the party contnbuting the affected Lease shall bear the add1t1onal royalty burden attributable to such higher price 

Nothmg contained m this Article III.ll. shall be deemed an assignment or cross-assignment of interests covered hereby, 

and 111 the event two or more partJes contribute to tlus agreement Jointly owned Leases, the parties' undivided interests m 

said Leaseholds shall be deemed separate leasehold interests for the purposes oftlus agreement. 

C. Subsequently Crcalec.J lnleresls: 

If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security 

for the payment of money, or 1f, after the date of this agreement, any party creates an overriding royally, production 

payment, net profits interest, assignment of production or other burden payable out of production attributable to its workmg 

interest hereunder, such burden shall be deemed a "Subsequently Created Interest." Further, 1f any party has contributed 

hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden 

payable out of product1011 created pnor to the date of tl11s agreement, and such burden 1s not shown on Exhibit "A," such 

burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's 

Lease or Interest to exceed the amount stipulated in Article III.13. above 

The party whose interest 1s bun.lcned with the Subsequently Created Interest (the "llurdened Party") shall assume and 

alone bear. pay and discharge the Subsequently Created Interest and shall indemnify. defend and hold harmless the other 

parties from and against any l1ab1lity therefor Further, 1f the llurdcned Party fails to pay, when due, its share of expenses 

chargeable hereunder, all provisions of Article VII.13. shall be enforceable agamst the Subsequently Created Interest m the 

same manner as they arc enforceable against the working mtcrest of the Burdened Party. If the Burdened Party 1s required 

under this agreement to assign or relinquish to any other party, or parties, 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 free and clear of 

said Subsequently Created Interest, and the Burdened Party shall mdemmfy, defend and hold harmless said other party, or 

parties, from any and all clauns and demands for payment asserted by owners of the Subsequently Created Interest 

ARTICLE IV. 

TITLES 

A. Title Examination: 

Title examination shall be made on the Dnllsite of any proposed well pnor to commencement of drillmg operations and, 

1f a majority 111 mterest of the Dnllmg Parties so requesl or Operator so elects, title exanunation shall be made on the entire 

Drilling Umt, or maximum anticipated Dnllmg Umt, of the well The opinion will mclude the ownership of the working 

interest, nunerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contnbutmg 

Leases and/or Otl and Gas Interests to be mcluded 111 the Dnlls1te or Drilling Umt, if appropriate, shall furnish to Operator 

all abstracts (including federal lease status reports), tJtlc opimons, tJtle papers and curative matcnal m its posscss10n free of 

charge. All such rnformatlon not 111 the possession of or made available to Operator by the parties, but necessary for the 

cxammation of the 11tle, shall be obtamed by Operator. Operator shall cause title to be cxammed by attorneys on its staff or 

by outside attorneys. Copies of al! title opinions shall be furmshed to each Dnlling Party up1J11 \\! 11li.:11 requi.:~1 Costs incurred by Operator 

m procurmg abstracts, fees paid outside attorneys or utlli.:r out~Jdt: l.111d rnn:-.ult,lllh for title examination (including preliminary, supplemental, 

shut-m royalty opmions and division order utlc op1111ons) and other direct charges as provided 111 Exhibit "C" shall be borne by the Dnllmg 

Parties 111 the proportmn that the interest of each Drillmg Party bears to the total interest of all Drilling Parhes as such interests appear m 

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

functions 

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

connection with Leases or Oil and Gas Interests cont1ibutcd by such party. Operator shall be rcspons,blc for the preparation 

and rccordmg of pooling designations or declarat,ons and commu111t1zation agreements as well as the conduct of hearings 

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

the conduct of opcrallons hereunder This shall not prevent any party from appearing on its own behalf at such hearings 

~i?t~iei~~~~~1111~ht~~~Jg:1~c!~~l~i~FiiSf1eits~ttg n~~~1~.irYt!~~nir~J~~ W)1n1~g~~~~~r,lg~1
~o~l~i~~~l~~~d· u~~~~1\~1~\t~t~~~~t1it~ sh~ll Gi-:!1

1:'e~~ 
charges to thcjomt account and shall nol be covered by the admimstralivc overhead charges as provided 111 Exhibit "C." 
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Operator shall make no charge for services rendered by its statT attorneys or other personnel in the performance of the above 

functions. 

No well shall be drilled on the C-ontract Unit Arca until after (I) the title to the Dnllsitc or Drdlmg Unit, if appropnatc, has 

4 been examined as above provided, and (2) the title has been approved by the examinm1,------attor-ney--0Hille-has-been-aeee1lteo-by 

5 a-lt-Of-t-he-DfHl1nit-Pflrt-i-es-tJHuel1--we-l--l-

ll. Loss 01· Failure of Tille: 

1 Failure of Title: Should any Oil and Gas Interest or Oil and Gas Lease be lost through failure of title, which results in a 

reduction of mtcrcst from that shown on Exlulnt "A," the party crcd1tc<l with contnbutmg the affected Lease or Interest 

9 (rncludmg, 1f applicable, a successor in interest to such party) shall have ninety (90) days from final determination of title 

l O failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not be subject 

11 to Article VIIl.13., and failing to do so, this agreement, nevertheless, shall continue m force as to all remaining Oil and Gas 

12 Leases and Interests, and, 

13 (a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (mcluding, if 

14 applicable, a successor in interest to such pany) shall bear alone the entire loss and 1t shall not be entitled to recover from 

15 Operator or the other parties any development or operating costs which 1t may have previously paid or incurred, but there 

16 shall be no addttional liability on its part to the other parties hereto by reason of such title failure; 

I 7 (b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the 

18 Lease or Interest which has failed, but the mterests of the parties contained on Exhibit "A" shall be revised on an acreage 

19 basis, as of the time it is determined finally that title failure has occurred, so that the interest of the party whose Lease or 

20 Interest 1s affected by the title failure will thereafter be reduced m the C-onlraet l,111t Arca by the nmount of the Lease or Interest faded; 

21 (c) If the proportionate mtcrest of the other parties hereto 111 any producmg well previously dnllc<l on the Contract 

22 Area 1s mcreascd by reason of the title failure, the party who bore the costs mcurrcd 111 connection with such well attributable 

23 to the Lease or Interest which has failed shall receive the proceeds attributable to the increase m such interest (less costs and 

24 burdens attnbutable thereto) until it has been reimbursed for unrecovercd costs paid by it in connection with such well 

25 attnbutablc to such failed Lease or Interest; 

26 (d) Should any person not a pany to this agreement, who as determined to be the owner of any Lease or Interest 

27 which has failed, pay in any manner any pa1t of the cost of operation, development, or equipment, such amount shall be paid 

28 to the party or parties who bore the costs wluch arc so refunded; 

29 (e) Any liabtltty to account to a person not a party to tlus agreement for pnor production of Oil and Gas which arises 

30 by reason of title failure shall be borne severally by each party (includmg a predecessor to a current party) who received 

31 production for which such accounting is required based on the amount of such production received, and each such party shall 

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

33 (f) No charge shall be made to the Joint account for legal expenses, fees or salaries in connection with the defense of 

34 the Lease or Interest claimed to have failed, but 1f the party contnbutmg such Lease or Interest hereto elects to defend its lltlc 

35 1t shall bear all expenses in eonnect1on therewith, and 

36 (g) If any party 1s given credit on Exh1b1t "A" to a Lease or Interest wluch ts limited solely lo ownership of an 

37 1ntcresl rn the wellbore of any well or wells and the produclion therefrom, such party's absence of interest m the remainder 

38 of the footrnet l 11111 Arca shall be considered a Failure of Title as to such remainmg Gentrnct Umt Arca unless that absence of mterest 

39 is reflected on Exhibit "A" 

40 2. Loss by Non•Payment or Erroneous Payment of Amount Due: If, through mistake or oversight, any rental, shut•m well 

41 payment, minunum royalty or royalty payment, or other payment necessary to mamtain all or a portion of an Oil and Gas 

42 Lease or interest 1s not paid or 1s erroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary 

43 liability against the party who failed to make such payment Unless the party who failed to make the rcqutrcd payment 

44 secures a new Lease or Interest covermg the same mtcrest w1th111 nmety (90) days from the discovery of the failure to make 

45 proper payment, which acqu1sit1on will not be subject to Article VIJI.13., the interests of the parties reflected on Exlub1t "A" 

46 shall be revised on an acreage basis, effective as of the date of termmat1on of the Lease or Interest involved, and the party 

47 who failed to make proper payment will no longer be credited with an mterest in the Gontfftet Lnl! Arca on account of owncrslup 

48 of the Lease or Interest which bas terminated If the party who failed to make the required payment shall not have been fully 

49 reimbursed, at the lime of the loss. from the proceeds of the sale of Oil and Gas attributable to the lost Lease or Interest, 

50 calculatetl on an acreage basis, for the tlcvclopmcnt and operatmg costs p1cv1ously paid on account of such Lease or Interest, 

5 I 1t shall be reunbursc<l for unrccovered m:tual costs previously paid by it (but not for its share of the cost of any dry hole 

52 previously drilled or wells previously abandoned) from so much of the followmg as 1s necessary to effect rem1bursemcnt 

53 (a) Proceeds of Oil and Gas produced prior to tenninatlon of the Lease or Interest, less operating expenses and lease 

54 burdens chargeable hereunder to the person who failed to make payment, previously accrued to the credit of the lost Lease or 

55 Interest, on an acreage basis, up to the amount ofunrecove1cd costs; 

56 (b) Proceeds of Oil and Gas, less opcratmg expenses and lease burdens chargeable hereunder to the person who faded 

57 lo make payment, up to the amount of unrecovercd costs attributable to that portion of 01! and Gas thereafter produced and 

58 marketed (excluding production from any wells thereafter dnlled) wluch, m the absence of such Lease or Interest termination, 

59 would be atlributablc to the lost Lease or Interest on an acreage basis and wluch as a result of such Lease or Interest 

60 termmat1on ts credited to other parties, the proceeds of said portion of the Oil and Gas to be contnbuted by the other parties 
0

6! m proportion to their respective mteresls reflected on Exhibit "A"; and, 

62 (c) Any monies, up to the amount of unrccovered costs, that may be paid by any party who 1s, or becomes, the owner 

63 of the Lease or Interest lost, for the prtvdegc ofpart1c1patmg m the C--ontract Unit Arca or bcconung a party to tlus agreement 

64 3 Other Loss~_s.· All losses of Leases or Interests committed to this agreement, other than those set forth m Articles 

65 IV 13 I and IV 13 2 above, shall be joint losses and shall be borne by all parties m proportion to their mtcrests shown on 

66 Exlubit "A." Tim shall include but not be l11111tcd to the loss of any Lease or Interest through failure to develop or because 

67 express or 11nplied covenants have not been performed (other than performance which requires only the payment of money). 

68 and the loss of any Lease by expiration at the end of Its primary term if 1t is not renewed or extended. There shall be no 

69 rcadju!.tmcnt of interests m the rcmainmg portion of the C-ontraet l :nit Arca on account of any Joint loss 

70 4 Curim,: Title: In the event of a Failure of Title under Article IY.8.1. or a loss of title under Article JV.13.2. above, any 

71 Lease or Interest acquired by any party herelo (other than the party whose mtcrest has failed or was lost) dunng the mnety 

72 (90) day period provided by Article IV.13 I. and Article IV.U.2. above covering all or a portion of the mterest that has failed 

73 or was lost shall be offered at cost lo the party whose mterest has failed or was lost, and the prov1s1ons of Article VIH.D 

74 shall not apply to such acqu1sillon 
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A. Designation and H.es1>0nsibilities or O11eralor; 

ARTICLEV. 

OPERATOR 

_!;11dlln1ig_l{1,",uu1,.:-:-., !.!.(' ___________ shall be the Operator of the C-ontmct Urnt Area, and shall conduct 

and direct and have ful! control of all opcraUons on the Gont-Fa-et L'ntl Arca as permitted and required by, and withm the lmuts of 

this agreement In its performance of services hereunder for the Non-Operators, Operator shall be an independent contractor 

7 not subJccl to the control or direction of the Non-Operators except as to the type of operation to be undertaken m accordance 

8 with the clct.:Uon procedures contamc<l 111 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 hab11ity assumed or incurred by Operator as to any tlmd 

IO party Operator shall conduct its acl!vlt1es under this agreement as a reasonable prudent operator, in a good and workmanlike 

11 manner, with due diligence and dispatch, 111 accordance with good oilfield practice, and in compliance with applicable law and 

12 rcgulalJon. but in no event shall it have any liability as Operator to the other parties for losses sustained or liabilities incurred 

13 except such as may result from gross negligence or willful misconduct 

14 B. Resignation or Removal of Operator aud Selection of Successor: 

15 l. fksignation .or Removal of Q~QL Operator may resign at any time by giving written notice thereof to Non•Operators 

!6 If Operator terminates its legal existence, no longer owns an interest hereunder 111 the t-Olltr-act U1111 Arca, or is no longer capable of 

17 serving as Operator, Operator shall be deemed to have resigned without any action by Non•Opcrators, except the selection of a 

18 successor Ope1ator may be removed only for good cause by the affmnative vote of Non•Operators owning a maJorJty interest 

19 based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of Operator, such vote shall not be 

20 deemed effective unul a wntten notice has been delivered to the Operator by a Non~Operator dctailmg the alleged default and 

2 ! Operator has failed to cure the default w1thm thirty (30) days from ,ts receipt of the notice or, 1f the default concerns an 

22 operation then bemg conducted, witlun forty~e1ght (48) hours of its receipt of the notice. For purposes hereof, "good cause" shall 

23 mean not only gross negligence or willful misconduct but also the material breach of or mabd1ty to meet the standards of 

24 operation contamed 111 Article V.A or material failure or 111ab11ity to perform its obligations under this agreement 

25 Subject to Article VII.DI., such resignation or removal shall not become effective until 7:00 o'clock AM. on the firs! 

26 day of the calendar month following the expiration of nmcty (90) days after the g1vmg of notice of resignation by Operator 

27 or uct1on by the Non•Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of 

28 Operator at an earlier date Operntor, after effective date of resignation or removal, shall be bound by the terms hereof as a 

29 Non•Opcrator. A change of a corporate name or structure of Operator or transfer of Operator's mterest to any single 

30 subsidiary, parent or successor corporation shall not be the basis for removal of Operator. 

31 2. Sc:lccUon of Successor Operator Upon the resignation or removal of Operator under any provision of tlus agreement, a 

32 successor Operator shall be selected by the parties The successor Operator shall be selected from the parties owning an 

33 mtcrest 111 the E-ontract Unit Arca at the t1111e such successor Operator 1s selected The successor Operator shall be selected by the 

34 affirmative vote of two (2) or more parties ownmg a majonty interest based on ownership as sh0Vv11 on Exhibit "A", 

35 provided, however, 1f an Operator which has been removed or 1s deemed to have resigned fads to vole or votes only to 

36 succeed itself, the successor Operator shall be selected by the affirmative vote of the party or parties owmng a majority 

37 mtercsl based on ownership as shown on Exhibit "A" remammg after excluding the voling interest of the Operator that was 

3 8 removed or resigned The former Operator shall promptly deliver lo the successor Operator all records and data relating to 

39 the operations conducted by the former Operator to the extent such records and data arc not already in the possession of the 

40 successor operator. Any cost of obta111111g or copying the former Operator's records and data shall be charged to the joint 

41 account 

42 3. Effect of Ua11M!J.ill..cy If Operator becomes msolvent, bankrupt or 1s placed in receivership, it shall be deemed to have 

43 resigned without any action by Non-Operators, except the selection of a successor If a pctit10n for relief under the federal 

44 bankruptcy laws 1s filed by or against Operator, and the removal of Operator 1s prevented by the federal bankruptcy court, all 

45 Non•Opcrators and Operator shall compnse an mtcnm operatmg comnuttec to serve until Operator has elected to reject or 

46 assume tlus agreement pursuant to the Bankruptcy Code, and an election to reJect this agreement by Operator as a debtor m 

47 possession, or by a trustee 111 bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators, 

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

49 require the approval of two (2) or more parties owning a majonty interest based on ownership as shown on Exhibit "A•• In 

50 the event there are only two (2) parties to tlus agreement, during the pcnod of time the operating committee controls 

51 operations, a third party acceptable to Operator, Non•Operator and the federal bankruptcy cou11 shall be selected as a 

52 member of the opcrat111g comnuttec, and all actions shall require the approval of two (2) members of the operatmg 

53 comnuttcc without regard for their interest m the Gontm-el U111t Arca based on Exhibit "A" 

54 C. Em1>loyecs and Contrnclors: 

55 The number of employees or contractors used by Operator 111 conducting operations hereunder, their selection, and the 

56 hours of labor and the compensation for services performed shall be determined Operator, and all such employees or 

57 contractors shall be the employees or contractors of Operator. 

58 D. Rights and Dutil's of 01u~rator: 

59 I. Compet1t1vc Rates and Use of Affiliates: All wells drilled on the E'-otttmet L'1111 Arca shall be drilled on a competitive 

60 contract basis at the usual rates prevailmg in the area If it so desires, Operator may employ its own tools and equipment 111 

61 the drillmg of wells, but its charges therefor shall not exceed the prevailing rates m the area and the rate of such charges 

62 shall be agreed upon by the parties m writing before drilling operations arc commenced, and such work shall be performed by 

63 Operator under the same terms and cond1t1ons as arc customary and usual 111 the area 111 contracts of independent contractors 

64 who arc domg work of a sin11lar nature All wo1k performed or materials supplied by affiliates or related parties of Operator 

65 shall be performed or supplied at compct1t1ve rates, pursuant to written agreement, and 111 accordance with customs and 

66 standards prevadmg 111 the mdustry 

67 2. D1scharµc of Joint Account Oblwations· Except as herem otherwise specifically provided, Operator shall promptly pay 

68 and discharge expenses incurred in the development and operation of the Gont-mt..'t l:1111 Arca pursuant to tlus agreeme11t and shall 

69 charge each of the parties hereto with their respective proportionate shares upon the expense basis provided m Exhibit 11C. 1
' 

70 Operator shall keep an accurate record of the joint account hereunder, showing expenses mcurred and charges and credits 

71 made and received. 

T2 3, Protcc\1011 froni___Li!lli.S_. Operator shall pay. or cause to be paid, as and when they become due and payable, all accounts 

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

74 respect of the Gont-ract lin11 Arca or any opcrauons for the joint account thereof, and shall keep the Gontmct Lnn Arca free from 
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liens and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or 

matcnals supplied. 

4. Custody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced 

4 or paid lo the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the 

5 (;mt-met Umt Arca, and such funds shall remain the funds of the Non-Operators on whose account they arc advanced or paid until 

6 used for their mtcndcd purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as 

7 provided m Article VIU3 Nothmg 111 tlus paragraph shall be construed to establish a fiduciary relationship between Operator 

and Non•Operators for any purpose other than to account for Non·Operator funds as hercm specifically provided. Notlung in 

9 this paragraph shall require the ma111tcnance by Operator of separate accounts for the funds of Non•Operators unless the 

IO parties otherwise specifically agree 

·II 5. Access to Eontrnet t )111t Arca and Records. Operator shall, except as otherwise provided herein, permit each Non•Operator 

12 or its duly authorized representative, at the Non•Operator's sole nsk and cost, full and free access at all reasonable times to 

13 all operations of every kind and character being conducted for the joint account on the C---ontrnd Unit Arca and to the records of 

14 operal!ons conducted thereon or production therefrom, mcludmg Operator's books and records relating thereto. Such access 

15 nghts shall not be exercised 111 a manner interfering with Operator's conduct of an operation hereunder and shall not obligate 

16 Operator to furnish any gcolog1c or geophysical data of an interpretive nature unless the cost of preparatton of such 

17 interpreuve data was charged to the Jomt account Operator will furnish to each Non•Opcrator upon request copies of any 

! 8 and all reports and mfonuauon obtained by Operator in connection with production and related items, mcludmg, without 

19 limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding 

20 purchase contracts an<l pr1e..:ing mformation to the extent not applicable to t.he production of the Non•Operator seeki11g the 

21 rnformatlon Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures 
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shall be conducted in accordance with the audit protocol specified in Exlubit "C" 

6 Filing an<l Furnishmg Governmental Reports. Operator will file, and upon written request promptly furnish copies to 

each rcquestmg Non-Operator not m default of its payment obligations, all opcrat1011al notices, reports or applications 

required to be li!ed by local, State. Federal or Indian agencies or authorities havmg Jurisdiction over operatmns hereunder 

Each Non~Opcrator shall provide to Operator on a timely basis all information necessary to Operator to make such filings. 

7. D.rillmg and Testing Operat10ns: The following provisions shall apply to each well drilled hereunder, including but not 

lurnted to the Initial WeH 

(a) Operator will promptly advise Non•Opcrators of the date on which the well 1s spudded, or the date on which 

dnlling operations arc commenced 

(b) Operator will send to Non-Operators such reports, test rcsuhs and notices regardmg the progress of operations on the well 

as the Non·Operators shall reasonably request, 111clud1ng, but not lurntcd to, daily drilling reports, complct1on reports, and well logs 

(c) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing 

Oil and Gas 111 paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted 

hereunder 
An~· 1nll>r111at1on fr111w,l11.:d tu ur obtaim:-d b\' ,1 i\u11•Opc1:11ur 1n11:-.u:111L hi i\1111.:k.\ \' D :-i. \' I) li ,uid ,. D 7 :-.Ii.di bl' 111,11n1a111ed ,1:-. ..:un!lden11.il 

b_v the Non-Ope1atm anJ .\hall 11u1 bc d1:-,c]u\cJ by thc '.\u11·Opc1.1tur \\ 11lwut thc p11ur \\I 1ttc111.:u1i:-.c11t nl' <)pc1ato1 

:'\ot\\1lh~ta11d1nG :mr1h1ng 1n th1:-. i\g1cemc1l\ to thc cuntr.ir_\, )Ill' 1i~lih of ,1 '.\011-Opc1alPr :1:-. :-.ct forth 111 :\111..:!.::-. \' D), \· I) o ,\lld \' I) 7 

:-.h,ill lHlly apply 1n l:n ll! uf lhu-,c '.\un-Up.:1ator l'a1 tH.::-. \\llu a1.: t \m:-.c11t111'._' IJ.11 lll'\ \\ 1111 th.: 1c,p.:l'l tu ,1 pwpu:-.cd upc1at1u11. 1J11til ,u.:h tlllll' 
.i'.:> thc (. \rn~c1111ng Pai tic.\ a11.." 11l1 longl'J c11tttlcd tu Lhc :'\u11-( \H1:-.c111111~: P.11 l\ \ "ll:111.." ,l!" p1odud1u11, u1 !ill..' ptul'..:..:d" Lh-!1cl101n, ,!lt11but.ibk tu 

thc p1upo:-.cd upciat1u111n \\l11d1 the :\on-(\ln:...:111111:', Pa1uc:-. did lltll p.1rur1p.1tc 

8 Cost Esltmates· Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs 

incurred for the jomt account at reasonable intervals dunng the conduct of any operation pursuant to tlus agreement 

Operator shall not be held liable for errors 111 such estimates so long as the estimates arc made in good faith 

9. l.!lliill!.!l..C~ At all tunes while operations arc conducted hereunder, Operator shall comply with the workers 

compensation law of the state where the operations are bc111g conducted; provided, however, that Operator may be a se)f. 

insurer for liability under said compensation laws in which event the only charge that shall be made lo the Joint account shall 

be as provided in Exhibit "C." Operator shall also carry or provide msurance for the benefit of the joint account of the parties 

as outlined 111 Exhibit "D" attached hereto and made a part hereof. Operator shall require all contractors engaged in work on 

or for the Gontrnct Unit Arca to comply with the workers compensation law of the state where the operations are bemg conducted 

and to maintam such other insurance as Operator may require 

In the event automobile liability insurance 1s specified 111 said Exlub1t "D," or subsequently receives the approval of the 

parties. no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive 

equipment. 

ARTICLE VI. 

DRILLING AND DEVELOPMENT 

A. Initial ·1 l..':.t Well: 

On or before the_ day of ___ . \dnd1 1:, '>IX (b) 11101nli~ fru111 thc L!Tcct1\c Datl..' hcrc111. Operator shall commence the 
dnllmg of the Initial T..:~t Well at the followmg location: al a lc!-',11 !u.::111011 of ()pc1atur''> rhu1.:c, w1th1n tltc bound.ii IC'.> or th..: \\'c~I J·::,ca\.1d,1 
lJ1111 lncatl:d 111 T22N-R7\\', .'h!i..'.tllHl 7 S/2, Sc.:t1on S ~/2, S.:-1.:11011 I '7 , \LL, ~ci.:!101\ IS ·\l.L. ,ind T:2:>-'-l{S\\, Sci.:t1u11 l :. S, 2. S1..'l'l!rn1 l 3 
:\I.I., S,indoval and San Juun (\rn11t1c~. :\cw \k.,1i.:o 

and shall thereafter continue the dnllmg of the well with due diligence lo :1 dq1th ~uff11.:1i.:nl tu ,1dcqu,1t1.."ly tc.'>l tll...: __ 

formation 

__\\:illl"tl\ _ 

Opcr;1tur ~hall h,l\c th..: 11t•hl to l'Ca~c d1dl111g :111\' llu111.011t:il ur \lul11-l,llc1,d \\"cl! .il ,111v llmc, ru1 .i11v 1c.t~u1i. ,rnd anv 'iudi \\"ell :-.hall h..: 
dccrncJ to havc 1cai..:h..:d !I:, ob_1crt1vc dcplh :-.u long ,1~ Opl'r,1tu1 ha:-. drilled ,111~' \U.:h \\'cl! t,> tli1c ub1l·1.:t1\e !l.l11nat1011(:-.) .ind ha:-. d1dkd 

hm11.011t,dly 1n the ub_11ci.:t1\'C fu1111,1t1on(',) wff1c1ciu to lc:-.1 Lile 0.-!ancu'> fo11nat1llll 

lhe---dr-illinbO--Qt:-the-Imtin\-Well--and--the-pnrticipntion-there1n-by----nll-pnrhes-tS--Ohl1gatory;--subjecHo---Arti€le--¥l-t-l-:---ft5--to-pi:u1-ic1pnt1en 

11l-tOmplehon-epera-t1ons-tln<l-AFticle-¥!:-l~s--to--teffl1iflatioA-Ot-Operttt1onS-ttntl-Afttele--X-l-a-s-t-o-oceuffeRee-Of..foree-.mttjeure: 

ll. Subsequent OJJerntions: 

Proposed Opera)mns· lfany party hereto should desire to drill any well on the C--ontni:t::I t 11111 Area other-than-the lntliaffe-;1-Well, 

or 1f any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug llack a dry hole or a well no longer capable of 

producmg in paymg quant1lles m which such party has not otherwise relinquished its interest m the proposed obJect1ve Zone under 

tins agreement, the parly desiring to dn II, Rework, Sidetrack, Deepen, Recomplcte or Plug Dack such a well shall give written 

notice of the proposed operation to the parties who have not otherwise relinquished their interest in such objective Zone 

West Esc,n·.;id;1 Unit Opc1atmg Ag1ccmcnt -6-
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under this agreement and to all other parties in the case of a proposal for Sidctrackmg or Deepening, spccify111g the work to be 

performed, the locat10n, proposed depth, obJcct1vc Zone and the estimated cost of the opcrat10n The parties to whom such a 

notice 1s delivered shall have thi11y (30) days after receipt of the notice within wluch to notify the party proposmg to do the work 

whether they elect to participate m the cost of the proposed operation. If a drilling ng 1s on location, notice of a proposal to 

Rework, Sidetrack, Rccomplctc, Plug llack or Deepen may be given by telephone and the response period shall be lm11te<l to forty-

6 eight (48) hours, exclusive of Saturday, Sunday and legal holidays. Failure of a party to whom such notice 1s delivered to reply 

within the pcnod above fixed shall constitute an election by that party not to part1c1patc in the cost of the proposed operation 

Any proposal by a party to conduct an operation conf11ctmg with the operation miti.illy proposed shall be delivered to all parties 

w1tlun the time and in the manner provided in Article Vl.ll6. 
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If all parties to whom such notice 1s delivered elect to part1c1pate m such a proposed operation, the parties shall be 

contractually i.::ommittcd to participate thercm provided such operations are commenced withm the time penod hereafter set 

forth, and Operator shall, no later than mnety--{90) u111.· hu11d11:d 1w1:n1y ( I ~U) days after expiration of the notice permd oftlurty (30) days (or 

as promptly as practicable afler the expiration of the forty-eight (48) hour penod when a dnlling rig is on location, as the case maybe), actually 

commence the proposed operation and thereafter complete it with due diligence at the risk and expense of 

the parties participatmg therein; provided, however, said commencement date may be extended upon written notice of same 

by Operator to the other parties, for a period of up to thirty---(-30) '.'ol'\IV ((J(J/ additional days if, m the sole opuuon of Operator, such 

additional time is reasonably necessary to obtam permits from governmental authoril!es, surface nghts (includmg rights-of­

way) or appropriate drilling equipment, or to complete title exammat1on or curative matter reqmred for title approval or 

acceptance If the actual operation has not been commenced w1thm the umc provided (mcluding any extension thereof as 

specifically permitted herem or 111 the force majeure provisions of Article XJ) and if any party hereto still desires to conduct 

said operation, written notice proposmg same must be resubmitted to the other parties in accordance herewith as if no prior 

proposal had been made Those parties that did not part1c1pate 111 the dnllmg of a well for which a proposal to Deepen or 

25 Sidetrack ts made hereunder shall, if such parties desire to partu.:1pate m the proposed Dcepenmg or S1dctrackmg operation, 

26 reimburse the D11ll111g Parties m accordance with Article Vl.D.4. m the event of a Deepening operation and m accordance 

27 with Article VI B.5 in the event ofa Sidetracking operation 
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2 Operations by I ess Than All Parties· 

(a) Determination of Participation. If any party to whom such notice ts delivered as provided m Article VI.13.1 or 

VI.C I (Option No 2) elects not to participate m the proposed operation, then, in order to be entitled to the benefits of this 

Article, the party or parties giving the nollce and such other parties as shall elect to participate 111 the operation shall, no 

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

expiration of the forly-e1ght (48) hour pcnod when a dnllmg ng 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 Consentmg 

Parties; provided, however, 1f no drilling rig or other equipment is on location, and 1f Operator 1s a Non-Consentmg Party, 

the Conscntmg Parties shall eilher: (i) request Operator to perform the work required by such proposed operation for the 

account of the Consenting Parties, or (11) designate one of the Consentmg Parties as Operator to perform such work The 

rights and duties granted to and imposed upon the Operator under this agreement arc granted to an<l unposed upon the party 

designated as Operntor for an operat1011 111 which the original Operator 1s a Non-Consentmg Party. Consenting Parties, when 

conducting operations on the C-ontmc-t U1111 Area pursuant to tlus Article YI B 2. shall comply with all terms and conditions of this 

agreement 

If less than all parties approve any proposed operation, the proposmg party, immediately after the exp1rat1on of the 

applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its 

recommem.lalion as to whether the Consentmg Parties should proceed with the operation as proposed Each Consentmg Party, 

w1tl11n forty-eight (48) hours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the 

proposing party of l\s desire to (i) 1111111 partic1pat1on to such party's interest as shown on Exhibit "A" or (ii) carry only its 

proportionate part (determmed by d1v1dmg such party's mterest in the C--ontraet U111t Arca by the interests of all Consentmg Parties in 

the tontraet l;11n Arca) of Non-Consenting Parties' mteresls, or (111) carry Its propo1t1onatc part (determmed as provided 111 (i1)) of 

Non-Consentmg Parties' interests together with all or a porllon of its proportionate part of any Non-Consenting Parties' 

interests that any Consenting Party did not elect to take. Any interest of Non-Consentmg Part1es that 1s not carried by a 

Consentmg Party shall be deemed to be carried by the party proposmg the operation 1f such pany docs not withdraw its 

proposal. Failure lo advise the prnposmg party within the tmte required shall be deemed an election under (1). In the event a 

drilling ng 1s on location, notice may be given by telephone, and the tune permitted for such a response shall not exceed a 

total of forty•e1ght (48) hours (exclusive of Saturday, Sunday and legal holidays). The proposing party, at its clect10n, may 

withdraw such proposal if there is less than 100% participation and shall notify all parties of such decision within ten (10) 

days, or w1th111 twenty.four (24) hours if a drillmg ng is on location, followmg cxp1rat1on of the applicable response penod. 

If I 00% subscription to the proposed operation is obtained, the proposmg party shall promptly notify the Consenting Parties 

of their proportrnnate interests in the operation and the party serving as Ope1ator shall commence such operatwn within the 

penod provided 111 Article Yl.ll. I., subJect to the same extension right as provided therem. 

(b) R._clinqu1sfill~nt of Interest for Non-Part1cmat1Qlh The entire cost and risk of conducting such operations shall be 

borne by the Consentmg Parties Ill the proporuons they have elected to bear same under the terms of the preceding 

paragraph Conscntmg Parties shall keep the leasehold estates mvolvcd in such operations free and clear of all liens and 

encumbrances of every kmd created by or ans111g from the operations of the Consenting Parties If such an operation results 

in a dry hole, then subject to Articles Vl.D.6 and VI.E.3., the Consenting Parties shall plug and abandon the well and restore 

the surface location at lheir sole cost, nsk and expense; provided, however, that those Non-Consentmg Parties that 

participated m the dnllmg, Decpemng or Sidetracking of the well shall rcmam liable for, and shall pay, their proporuonate 

shares of the cost of plugging and abandoning the well and restor111g the surface location insofar only as those costs were not 

mcreased by the subsequent operations of the Consentmg Parties. If any well dulled, Reworked, Sidetracked, Deepened, 

Rccomplcted or Plugged Uack under the provisions of tlus Article results in a well capable of producmg Oil and/or Gas m 

paymg quantities, the Consenting Parties shall Complete and equip the well to produce at their sole cost and nsk, and the 

well shall then be turned over to Operator (1f the Operator did not conduct the operallon) and shall be operated by it at the 

expense and for the account of the Consenting Parties Upon commencement of operallons for the drillmg, Reworking, 
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S1dct1ackmg, Rccomplcting, Deepening or Plugging Dack of any such well by Consenting Parties in accordance with the 

provisions of tlus A1t1clc, each Non-Conscntmg Party shall be deemed to have relinquished to Consenting Parucs, and the 

Consenting Parties shall own and be entitled to rccc1vc, m proportion to their respective interests, all of such Non-

4 Consenting Party's mtcrcst 111 the well and share of production therefrom or, m the case of a Reworking, S1dctrackmg, 

Deepening, Rccomplctmg or Pluggmg l3ack, or a Complct1on pursuant to Article VI.C. l. Option No. 2, all of such Non-

6 Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not elect 

7 to part1c1pate Such relinquishment shall be eITect1ve un!JI the proceeds of the sale of such share, calcula1ed at the well, or 

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

royalty, overriding royalty and other mtcrests not excepted by Article JILC. payable out of or measured by the production 

from such well accruing with respect to such interest until it reverts), shall equal the total of the following 10 
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(1) ~ % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment 

beyond the wellhead connections (mcluding but not limited to stock tanks, separators, treaters, pumpmg equipment and 

piping), plus I 00% of each such Non-Consenting Party's share of the cost of opera!Jon of the well commencing with first 

production and continuing until each such Non-Consentmg Party's relinquished mterest shall revert to It under other 

provisions of this A11icle, ti bcmg agreed that each Non-Consentmg Party's share of such costs and equipment will be that 

mterest wluch would have been chargeable to such Non-Consentmg Party had it participated m the well from the beginning 

of the operations; and 

(u) .HJ() % of (a) that portJOn of the costs and expenses of dnllmg, Reworkmg, Sidetracking, Deepening, 

Plugging Back, testing, Completing, and Recompleting, after deducting any cash contributions received under Article VIII C., 

and of (b) that portion of the cost of newly acquired equipment m the well (to and mdud111g the wellhead conncct1ons), 

which would have been chargeable to such Non-Consenting Party 1f 1t had participated therein 

Notwithstanding anytlung to the contrary in this Article VLB, 1f the well docs not reach the deepest objective Zone 

dcscnbed in the notice proposmg the well for reasons other than the encountering of gramte or pract1cally impenetrable 

substance or other condition in the hole rendering further operations 1mpracucablc, Operator shall give notice thereof to each 

Non-Consenting Party who submllted or voled for an alternative proposal under Article VLB.6. to drill the well to a 

shallower Zone than the deepest objective Zone proposed 111 the notice under which the well was drilled, and each such Non­

Consentmg Party shall have the option to participate 111 the imtrnl proposed Completion of the well by paymg its share of the 

cost of drilling lhe well to Jls actual depth, calculated 111 the manner provided 111 Arl!cle VI ll.4 (a) Jf any such Non­

Consenttng Party docs not elect to participate 111 the first Completion proposed for such well, the rcl111qu1shment provisions 

of this Article VI 13.2. (b) shall apply to such party's inlcrest 

(c) Reworkmg RccomplellnP or PIU[!l!ing Dack An election not to participate 111 the drilling, Sidetracking or 

Deepcmng of a well shall be deemed an election not to participate 111 any Reworking or Pluggmg 13ack operation proposed m 

such a wcl!, or portion thereat: to which the m1t1al non-consent election applied that 1s conducted at any time pnor to full 

recove1y by the Consentmg Parties of the Non-Consentmg Party's recoupmcnt amount Similarly, an election not to 

participate in the Completmg or Recomplctmg of a well slrnll be Jeemed an elcctmn not to participate in any Reworking 

operation proposed in such a well, or portion thereof, to which the 1111t1al non-consent election applied that is conducted at 

any time prior to full recovery by the Consenting Parties of the Non-Consentmg Party's recoupment amount. Any such 

Reworkmg, Re.:omplctmg or Pluggmg llack operation conducted during the recoupmcnt pcnod 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 -i 1111% of 

that portion of the costs of the Reworking, Recomplellng or Pluggmg Dack operation which would have been chargeable to 

such Non-Consentmg Party had 1t participated therein. If such a Reworkmg, Reco111plet1ng or Pluggmg Back operation 1s 

proposed durmg such recoupmcnt penod, the provisions of tlus Article VI.13 shall be applicable as between said Consenting 

Parties in said well 

(d) Rcco11pment Matters Dunng the penod of time Consentmg Parties arc entitled to receive Non-Consentmg Party's 

share of production, or the proceeds therefrom, Consenting Parties shall be responsible for the payment of all ad valorem, 

producllon, severance, excise, 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 111.C. 

In the case of any Reworking, Sidetracking, Plugging llack, Recompletmg or Deepening operation, the Conscntmg 

Parties shall be penrnucd to use, free of cost, all casmg, tubing and other equipment m the well, but the ownership of all 

such equipment shall remam unchanged; and upon abandonment of a well after such Rcworkmg, Sidetracking, Plugging Uack, 

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

party receiving its proportionate part in kmd or m value. less cost of salvage 

Within nmcty (90) days alter the completion of any operation under this Aruclc, the party conductmg the operations 

for the Consenting Parties shall furmsh each Non-Consentmg Party with an mventory of the equipment m and connected to 

the well, and an itemized statement of the cost of drilling, S1detrack111g, Deepenmg, Pluggmg Back, testing, Completing, 

Recompleting, and equ1pp111g the well for production; or, at its opllon, the operatmg party, m lieu of an 1te1111zed statement 

57 of' such costs of operation, may subnut a detailed statement of monthly billings Each month thereafter, during the time the 

58 Consenting Parties arc bemg reimbursed as provided above. the party conductmg the operations for the Consentmg Parties 

59 sha!I furmsh the Non-Consentmg Parties with an itemized statement of all costs and liab1lities mcurred in the operation of 

60 the well, together with a statement of the quantity of Oil and Gas produced from it and the amount of proceeds realized from 

61 the sale of the well's working interest production during the prccedmg month. In determining the quantity of Oil and Gas 

62 produced during any month, Consenting Parties shall use industry accepted melhods such as but not limited to metering or 

63 penodic wc!l tests Any amount realized from the sale or other dispos1t1on of equipment newly acquired 111 connection with 

64 any such operatrnn wluch would have been owned by a Non-Consenting Party had 1t participated thercm shall be crechted 

65 against the total unreturned costs of the work done and of the equipment purchased in dctermming when the interest of such 

66 Non•Consentmg Party shall revert lo 1t as above provided, and if there is a credit balance, 1t shall be paid to such Non-

67 Consenlmg Party 

68 If and when the Conscntmg Parties recover from a Non-Consentmg Party's relmquished mterest the amounts provided 

69 for above, the relinquished mterests of such Non-Consentmg Party shall automaucally revert to It as of 7.00 a.m. on the day 

70 fo!lowmg the day on wluch such recoupmcnt occurs, and, from and afler such reversion. such Non-Consentmg Party shall 

71 own the same mtercst m such well, the material and equipment 111 or pertaining thereto, and the productwn therefrom as 

72 

7J 

74 

such Non-Consentmg Party would have been entitled 

Deepemng, Recomplctmg or Plugging Back of said well 
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shall pay Hs proportionate part of the further costs of the operation of said well u1..:!ud1tH',, ph11' "Jlli: .11.1,l .1b:111clu11u11.,•u1, ,,:k.111 up .111,! d.tlll.i'.'.l.::-. 
m accordance with the terms of tlus agreement 3.ni:l ~ ~ Exhibit 'T" attached hcrCto. 

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 parties, or when operations on the well have been otherwise 

terminated pursuant to Article Yl.F., stand-by costs incurred pending response to a party's notice proposmg a Reworking, 

S1dctrack1ng, Dcepcmng, Rccomplcting, Plugging Back or Completing operation m such a well (including the period required 

under Article VLU.6 to resolve competing proposals) shall be charged and borne as part of the drilling or Deepening 

operation JUSt completed Stand-by costs subsequent to all parties responding, or expiration of the response time permitted, 

whichever first occurs, and pnor to agreement as to the participating interests of all Consenting Parties pursuant to the terms 

of the second grammatical paragraph of Article VI.ll.2. (a), shall be charged to and borne as part of the proposed operation, 

but 1f the proposal is subsequently wuhdrawn because of insufficient parttcipalion, such stand-by costs shall be allocated 

between the Consenting Parties 111 the proportion each Consenting Party's interest as shown on Exlubit "A" bears to the total 

mterest as shown on Exhibit "A'' of all Consenting Parties 

In the event that notice for a Sidetracking 
0~~~;i{i~\!1W given while the dnlhng ng to be utilized is on location, any party 

may request and receive up to five (5) additional days after expiration of the forty-eight hour response period specified m 

Article Vl.ll I. within which to respond by paymg for all stand-by costs and other costs mcurred during such extended 

response period, Operator may require such party to pay the estimated stand-by time 111 advance as a condition to extending 

the response penod If more than one party elects to take such additional time to respond to the notice, standby costs shall be 

allocated between the parties taking additional tune to respond on a day-to-day basis 111 the proportion each electing party's 

interest as shown on Exh1b1t "A" bears to the total interest as shown on Exhibit "A" of all the elcctmg parties. 

4. ~ If less than all parties elect to participate m a drilling, Sidetracking, or Deepening operation proposed 

pursuant to Article Vl.ll. I., the interest relinquished by the Non-Consentmg Parties to the Consenting Parties under Article 

VI ll.2 shall relate only and be linuted to the lesser of (1) the total depth actually dnllcd or (ii) the objective depth or Zone 

of which the parties were given notice under Article VI 8.1 ("lnitinl Objective") Such well shall not be Deepened beyond the 

Imtia! Objective without first complying with tl11s Article to afford the Non-Consentmg Parties the opportumty to participate 

in the Deepening operation 

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

such party shall give notice thercoC complying with the requirements of Article VI.B I., to all parties (including Non­

Consenting Parties) Thereupon, Articles VI.U. I. and 2. shall apply and all parties receiving such notice shall have the right to 

participate or not participate 111 lhe Deepening of such well pursuant to said Articles Vl.B I. and 2 If a Deepening operation 

1s approved pursuant to such provisions, and if any Non-Consenting Party elects to participate m the Decpcnmg operation, 

such Non-Conscntmg party shall pay or make reimbursement (as the case may be) of the followmg costs and expenses. 

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producmg m paying 

quantities, such Non-Consentmg Party shall pay (or reimburse Consentmg Parties for, as the case may be) that share of costs 

and expenses incurred in connection with the drillmg of said well from the surface to the Initial ObJect1ve which Non­

Conscntmg Party would have paid had such Non-Consentmg Party agreed to participate therein, plus the Non-Consentmg 

Party's share of the cost of Deepening and of part1c1patmg in any further operations on the well in accordance with the other 

provisions of tl11s Agreement, provided, however, all costs for testing and Completion or attempted Complelion of the well 

incurred by Consenting Parties p11or to the point of actual operations to Deepen beyond the Initial Objective shall be for the 

sole account ofConsentmg Parties. 

(b) If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing 

m paying quantities, but is no longer capable of producing in paying quantities, such Non-Consentmg Party shall pay (or 

reimburse Consentmg Parties for, as the case may be) its proportionate share of all costs of dnllmg, Completing, and 

equ1ppmg said well from the surface to the lmtial ObJcct1ve, calculated m the manner provided m paragraph (a) above, less 

those costs recouped by the Consenting Parties from the sale of production from the well. The Non-Conscntmg Party shall 

also pay Its proportlOnate share of all costs of re-entering said well The Non-Consenting Parties' proport10nate part (based 

on the pe1centagc of such well Non-Consenting Party would have owned had It previously participated in such Non•Consent 

Well) of the costs of salvable matcnals and equipment remainmg in the hole and salvable surface equipment used m 

connection with such well shall be detcnmned m accordance with Exhibit "C. 11 If the Consenting Parties have recouped the 

cost of dnllmg, Completmg, and equipping the well at the tune such Deepening operation is conducted, then a Non­

Consentmg Party may participate in lhe Deepening of the well with no payment for costs incurred prior to re-entenng the 

well for Deepening 

The foregomg shall not imply a right of any Consentmg Party to propose any Deepening for a Non-Consent Well pnor 

to the dnlling of such well to 11s ln!lial Objective without the consent of the other Consentmg Parties as provided in Article 

VI F. Tlu'.-> J\r11dc VJ B -l '.->h,ill 11ut appJ~, tu Dccpc11111g ll)lL'l.tlJUll'.-> \\1th1n au cx.1...,t11\~ l.:11c1:d ol'.1 l lu11/u1H.tl 01 .\lult1-!.a1c1,d \\ cll The '.\un­
l 'on:-,c11t111g P;ut11..~:-, ll\H1-cnll:.L'!lt cll'L'llun :-,hall be dcc111i.:d tu .iJ:...u .tpply' lu ;n1;,· ])c-.,pcnrn::. 1.•1 C'\l-.'11d1n!.I ,ipc1a111,.1,i w1th111 .1n C'\1'.->ll!l:_', J .,1tcr;tl uf 

.t I h11110111:d ur .\lul11-l.;1tL'l.tl \\ell 
5 S1dctra~ Any party havmg the nght to part1c1pate 111 a proposed Sidctrackmg operation that does not own an 

interest m the affected wellbore at the time of the notice shall, upon electing to participate, tender to the wellbore owners its 

proportionate share (equal to its mterest m the Sidetracking operation) of the value of that portion of the ex1stmg wellbore 

to be utilized as follows: 

(a) If the proposal is for S1detrack1ng an existing dry hole, reimbursement shall be on the basis of the actual costs 

incurred m the mitial drilling of the well down to the depth at which the Sidetracking operation 1s imllated 

(b) If the proposal 1s for Sidetracking a well which has previously produced, reimbursement shall be on the basis of 

such party's proportionate share of drilling and equipping costs incurred 111 the 111it1al drilling of the well down to the depth 

65 al which the Sidetracking operation is conducted, calculated in the manner described 111 Article Vl.8 4(b) above. Such party's 

66 

67 

68 

69 

70 

71 

72 

73 

74 

proportionate share of the cost of the wcll's salvable materials and equipment down to the depth at which the Sidetracking 

operal1on 1s millaled shall be detcrmmed in accordance with the provisions of Exlubit "C." 

Tlu:, Aruck \'I B :-i, "Sidct1.\(.:k111)_'" :-.11.d! not appl)' tu npc1,tl1u11:. 111 .m e,1:-,1111g LatL'l,11 ol .1 lltllL<'.ontal rn \lult1-Ltti.::ral \\di Drill111:_: 

Opel atlllll'.-> \\ h1d1 .11 e 1111cmk:d to I l:Ltl\ c1 pc11e1rat1011 nf thi.:: oh_ll!l...'U\'C forni.111un(:-,J \\ h1ch .11 e cu1iductcd 111 .1 l !01"11.lllllal lll \lult1-l .atc1al \\'i.::11 

:.ha] I be co11~1dered a'.-> 1ncludcd 111 thc u11g111al prnpw,..:J dri I liug up~r,1lion\ 
6. Order of Preference of O.llii@Jions..,_ Except as otherwise specifically provided m tins agreement, if any party desires to 

propose the conduct of an operation that confl1cts with a proposal that has been made by a party under tlus Article VI, such 

party shall have fifteen ( 15) days from delivery of the 1111tlal proposal, in the case of a proposal to dnll a well or to perform 
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an operation on a well where no dnllmg ng is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal 

holidays, from delivery of the initial proposal, 1f a dnl1mg rig is on locatrnn for the well on which such opcraoon is to be 

conducted, to deliver to all parties entitled to part1c1patc 111 the proposed operation such party's altcrnat1vc proposal, such 

4 alternate proposal to contain the same informalion required to be included m the m1t1al proposal Each party rccc1vmg such 

proposals shall elect by delivery of notice to Operator within five (5) days after expiration of the proposal period, or wJthm 

6 twenty-four (24) hours (cxclus1vc of Saturday, Sunday and legal holidays) if a dnll111g ng is on location for the well that is the 

7 subject of the proposals, to pa11icipate in one or the compelmg proposals Any party not electmg withm the ume required 

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

9 interest of the parties voting shall have priority over all other competing proposals; 111 the case of a tic vote, the m1t1al proposal shall 

IO prevail Operator shall deliver nollce of such result to all parties entitled to part1c1pate m the operation 

11 wJthm five (5) days after expiration of the election penod (or w1thm twenty-four (24) hours, exclusive of Saturday, Sunday 

12 and legal holidays, if a drilling ng 1s on lm:at1011) Each party shall then have two (2) days (or twenty-four {24) hours if a rig 

13 1s on location) from receipt of such notice to elect by delivery of notice to Operator to participate in such operation or to 

14 relmqu1sh interest m the affected well pursuant to the provisions of Article Vl.ll.2.; failure by a party lo deliver notice within 

l 5 su1.:h period shall be deemed an election nQ1 to participate 111 the prevail mg proposal. 

16 7. Conforn11ty to Spacinµ Pattern. Notwithstanding the provisions of this Article VI.B.2., it 1s agreed that no wells shall be 

17 proposed to be drilled to or Completed m or produced from a Zone from which a well located elsewhere on the Contract 

18 Arca 1s producmg, unless such well conforms to the then-existing well spacing pattern cJ1 :u1 ,q1p1m i.:d i.;-,.1 .. i.:pt1u11 tlli.:1ctu for such Zone. 

19 8 Pay1nl! Wells No party shall conduct any Reworkmg, Deepening, Plugging Dack, Completion, Recomplctmn. or 

20 S1dctrack111g operation under this agreement with respect to any well then capable of producmg m paymg quant1t1es except 

2 I with the consent of all parties that have not relinquished mtercsts 111 the well at the Ume of such operation. 

22 C. Co11111letion or Wells; Reworking and Plugging Back: 

23 I. Completion: Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well 

24 drilled, Deepened or Sidetracked pursuant to the prov1S1ons of Article VI D.2. of this agreement. Consent to the dnlling, 

25 Deepenmg or Sidetracking shall 1111..:ludL' :1~ lo l ln111.ontal n1· :\lu!1i-l.:1tc1al \Vclh Option l hL·low ,u1d .i:-. tu \'i.:1 t1...::d \Vdb Up11u11 ~ bcl(l\\ 

26 0 Option No I ( I l1H 1yontal \\lcJl..,J All net:essary expenditures for the drill mg, Deepenmg or S1detrackmg, testing, Completmg and 

27 

28 

29 

cquippmg of the-well . .i I lonm111,tl w· :\lult1-Lati.:1,il \\'l'll mcludmg necessary tankage and/or surface fac1ilt1es. l·m an~ 

I l1m1.0111al or 0,lult1-L11...:r.tl \\'ell ... ub_il'C! to t!w, A~:n:1..'1\H:nt, l'ornplct1on upc1:111un:-, :-.Ii.di hi.! 1nduJcJ in tile p1opu:-,cd dnlilll:_' 

operation:-. for :-.ud1 \\ell 

30 0 Qrui.on No 2 { \\·r11c;il \\\:II--,} All necessary expenditures for the drilling, Deepenmg or Sidetracking and testing of th1.---wcH a 

3 I 
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\ t'rt11.::il Well When such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the 

Results thereof furnished to the parties, Operator shall give immediate notice lo the Non-Operators havmg the right to 

part1c1patc 111 a Complctmn attempt whether or not Operator recommends attempting to Complete the well, 

together with Operator's AFE for Completion costs 1f not previously provided. The parties receiving such notice 

shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) 111 wluch to elect by delivery of 

notice to Operator to part1c1patc in a recommended Completion attempt or to make a Complct1on proposal with an 

accompanymg AFE. Operator shall deliver any such Completion proposal, or any Compleuon proposal conflicting 

with Operator's proposal, to the other parties entitled to participate in such Complet10n m accordance with the 

procedures specified m Article VI.U.6. Election to participate m a Complct1on attempt shall include consent to all 

necessary expenditures for the Completmg and equ1pp1ng of such well, including necessary tankage and/or surface 

facilities but exdudmg any st1mula!1on opcralion not contained on the Compleuon AFE Failure of any party 

receivmg such notice to 1eply withm the period above fixed shall constitute an clcct10n by that party not to 

participate in the cost of the Completion attempt; provided, that Article VI.B 6 shall control m the case of 

conl11ct111g Completion proposals. If one or more, but less than all of the parties, elect to .ittempt a Completion, the 

prov1s1011 of Article VI.ll.2. hereof (the phrase "H.cworJ...mg, Sidetrack111g, Deepening, Recompletmg or Pluggmg 

Uack" as contamed in Article Vl.D.2. shall be deemed to include "Completing") shall apply to the operations 

thereafter conducted by less than all parlles; provided, however, that Article Vl.D.2. shall apply separately to each 

separate Completion or Recomplct1011 attempt undertaken hereunder, and an election to become a Non-Conscntmg 

Party as to one Complct1on or Recompletion attempt shall not prevent a party from becoming a Consentmg Party 

111 subsequent Completion or Recompletion attempts regardless whether the Consentmg Parties as to earlier 

Completions or Recomplet1011 have 1ecouped their costs pursuant to Article Vl.13.2., provided further, that any 

recoupmcnt of costs by a Consenting Party shall be made solely from the production attributable to the Zone in 

which the Completion attempt is made Election by a previous Non-Consenting party to part1c1pate m a subsequent 

Completion or Recompletion attempt shall require such party to pay Its proportionate share of the cost of salvablc 

materials and equipment mstallcd m the well pursuant to the prcv10us Completion or Recompletion attempt, 

msofar and only msofar as such materials and equipment benefit the Zone m wluch such party part1c1pates 111 a 

Completion attempt. 

Rework Rccompletc or Plug Back" No well shall be Reworked, Recompleted or Plugged Back except a well Reworked, 

Rccompleted, or Plugged Uack pursuant to the provisions of Article Vl.U.2. of tlus agreement Consent to the Reworking, 

Recomplcting or Plugg111g llack of a well shall mclude all necessary expenditures m conductmg such operations and 

Completing and equ1ppmg of said well, 111cluding necessary tankagc and/or surface facilnies 

D, Other Operations: 

Operator shall not undc1take any single project reasonably estm1ated to require an expenditure 111 excess of ______ _ 

_l."'1ftyTlwu--,111hl __________________ Dollars{$_ "'U,111_)(111(1 ___ ) except m connecuon with the 

dn!lmg, S1dctrad .. mg, Reworking, Deepcmng, Completmg, H.ecomplcting or Pluggmg llat:k of a well that has been previously 

authorized by or pursuant to this agreement, provided, however, that, in case of explosion, fire, flood or other sudden 

emergency, whether of the same or different natu1e, Operator may take such steps and mcur such expenses as m its opm,on 

arc required to deal with the emergen1.:y to safeguard life and property but Operator, as promptly as possible, shall report the 

emergency to the other parties. If Operator prepares an AFE for its own use, Operator shall furnish any Non•Operator so 

requesting an mformatJOn copy thereof for any smgle project costing in excess of_ I· 1lty I l1u11,.111d _________ Dollars 

($ I)()()()()() Any party who has not rclmquishcd its interest ma well shall have the nght to propose that 

Operator perform repair work or undertake the mstallat1on of artificial lift equipment or ancillary production facilities such as 

salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other sinular proJeCI (but 
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not including the mstallat1on of gathering Imes or other transportation or marketing facll111cs, the installation of which shall 

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

amount first set forth above in this Article VLD (except m conncct10n with an operation required to be proposed under 

Articles VI.B. l. or Vl.C. I. Option No. 2, which shall be governed exclusively be those Articles) Operator shall deliver such 

proposal to all parties cnt1tlcd to paihc1patc therein. If within thirty (30) days thereof Operator secures the wnttcn consent 

6 of any party or parties owning at least SI % of the interests of the parties cnt1tlcd to participate m such operation, 

each parly having the right to participate 111 such project shall be bound by the terms of such proposal and shall be obligated 

to pay 1ls proportionate share of the costs of the proposed proJect as if 1t had consented to such project pursuant to the terms 

of the proposal 

10 E. Abandonment of Wells: 

11 Abandonment of Dry Holes. Except for any well drilled or Deepened pursuant to Article Vl.13.2, any well which has 

12 been drilled or Deepened under the terms of this agreement and 1s proposed to be completed as a dry hole shall not be plugged anJ 

13 abandoned without the consent of all parties Should Operntor. after diligent eITort, be unable to contact any 

14 party, or should any party fail to reply w11b111 forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) after 

15 delive1y of notice of the proposal to plug and abandon such well, such party shall be deemed to have consented to the 

16 proposed abandonment All such wells shall be plugged and abandoned m accordance with applicable regulations and at the 

17 cost, nsk and expense of the parties who part1c1patcd m the cost of drilling or Deepening such well Any party who obJects to 

18 plugging and abandoning such well by notice del1vcreJ to Operator wnhin forty•c1ght (48) hours (exclusive of Saturday, 

I 9 Sunday and legal holidays) after dchvery of notice of the proposed pluggmg shall take over the well as of the end of such 

20 forty-eight (48) hour notice period and conduct further operations 111 search of Oil and/or Gas subject to the prov1s1ons of 

21 Article VI.13,, failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct 

22 such opcrat10ns or lo lake over the well wllhm such period or thereafter to conduct operatJons on such well or plug and 

23 abandon such well shall cnutlc Operator to retain or take possession of the well and plug and abandon the well. The party 

24 taking over the well shall mdemmfy Operator (if Operator 1s an abandonmg party) and the other abandonmg parties agamst 

25 liabi!ily for any further operatmns conducted on such well except for the costs of plugging and abandonmg the well and 

26 restonng the surface, for which the abandoning pm1ies shall remain proportionately liable. 

27 2. AbandonmeJJLof Wells That Have Prod~d Except for any well m wluch a Non-Consent operation has been 

28 conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has 

29 been completed as a producer shall not be plugged and abandoned without the consent of all parties If all parties consent to 

30 such abandonment, the well shall be plugged and abandoned m accordance with applicable regulations and at the cost, risk 

31 and expense of all the parties hereto Failure of a party to reply w1th111 sixty (60) days of delivery of notice of proposed 

32 abandonment shall be deemed an election to consent to the proposal. If, within sixty (60) days after delivery of notice of the 

33 proposed abandonment of any well, all parties do not agree to the abandonment of such well, those w1sh111g to continue its 

34 operation from the Zone then open to production shall be obligated to take over the well as of the expiration of the 

35 applicable notice period and shall mdemmfy Operator (1f Operator 1s an abandonmg party) and the other abandoning parties 

36 against liability for any further operations on the well conducted by such parties Failure of such party or parties to provide 

3 7 proof reasonably satisfactory to Operator of their financial capability to conduct such operations or to take over the well 

38 w1th111 the required period or thereafter to conduct operations on such well shall entitle operator to retam or take possession 

,39 of such we!! and plug and abandon the well 

40 Parties takmg over a well as provided hcrem shall tender lo each of the other parties its proportionate share of the value of 

41 the well's salvable material and equipment, dctermmcd 111 accordance with the provisions of Exhibit "C," less the estimated cost 

42 of salvagmg and the estimated cost of plugging and abanJomng and restoring the surface; provided, however, that in the event 

43 the estimated plugging and abandoning and surface restoration costs and the estimated cost of salvagmg arc higher than the 

44 value of the wcl!'s sa!vable material and equipment, each of the abandoning parties shall tender to the parties continuing 

45 opcrallons their proport10natc shares of the estimated excess cost. Each abandonmg party shall assign to the non-abandonmg 

46 parties, without warranty, express or unplied, as to title or as to quantity, or fitness for use of the equipment and material, all 

47 of its 111tc1est m the wcllbore of the well and related equipment, together with its mterest 111 the Leasehold msofar and only 

48 msofor as such Leasehokl covers the right to obtain production from that wellbore 111 the Zone then open to production If the 

49 interest of the abandoning party is or includes and Oil and Gas Interest, such party shall execute and deliver to the non-

50 abandomng party or parties an oil and gas lease. !united to the wellbore and the Zone then open to production, for a term of 

SI one (1) year and so long thereafter as Oil and/or Gas 1s produced from the Zone covered thereby, such lease to be on the form 

52 attached as Exhibll "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well 1s located 

53 The payments by, and the ass1gmnenls or leases to, the assignees shall be m a ratio based upon the relallonslup of their 

54 respective percentage of participation 111 the C---ontre.et Unit Arca to the aggregate of the percentages of participation in the Contract 

55 Area of all assignees There shall be no readjustment of interests in the remaming portions of the C---ontract Lrnt Arca 

56 Thereafter, abandoning parties shall have no further rcspons1b1lity, liability, or interest 111 the operation of or production 

57 from the well 111 the Zone then open other than the royalties retatned in any lease made under the terms of tlus Article Upon 

58 request, Operator shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and 

59 charges contemplated by this agreement, plus any additional cost and charges wluch may arise as the result of the separate 

60 ownership of the assigned well Upon proposed abandonment of the producmg Zone assigned or leased, the assignor or lessor 

61 shall then have the option to repurchase its prior interest 111 the well (using the same valuation formula) and participate in 

62 further operat10ns thercm subject to the prov1s1ons hereof. 

63 3 Aban!.ill!lmGnt of Non-Consent OJ;!...erat1ons: The prov1s1ons of Article VI.E. I. or VI.E.2. above shall be applicable as 

64 between Consenting Parties 111 the event of the proposed abandonment of any well excepted from said Articles; provided, 

65 however, no well shall be permanently plugged and abandoned unless and until all parties having the right to conduct further 

66 operations thercm have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well 

67 in accordance w1lh the provisions of this Article VIE., and provided further, that Non-Consentmg Parties who own an mtcrcst 

68 111 a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as 

69 provided m Art1de VI.13 2 (b) 

70 F. Tcnuinalion ofOJJCralions: 

71 Upon the commencement of an operation for the drillmg, Reworking, Sidetrackmg, Pluggmg Dack, Deepening, testing, 

72 Completion or plugging of a well, mcluding but not lnmtcd to the Initial Well, such operation shall not be tcnnmated without 

73 consent of parties bearing _~_! __ % of the costs of such operation, provided, however. that in the event gramte or other 

74 
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piactical!y 1111pcnetrablc substance or condition in the hole is encountered which renders further operations 1mpractical, 

Operator may discontinue operations and give noucc of such cond1t1on in the manner provided m Article VI.Ill, and the 

provisions of Article VI.ll or VI E. shall thereafter apply to such operation, as appropnatc 

G. Taking Produclion in Kind: 

Bur~u ~1ii,~,~~n~i"a!i~i~~::1ei:1•:l~:!~i~~':Jit~o~111e11t AU11ched
11

lo be elTective as of the date Approval of lhe West Escavada Unit by the 

Each party shall tal,;c m kmd or separately dispose of Its proportionate share of all Oil and Gas produced from the Gentr1tet L 1111 
Arca, 

exclusive of production wluch may be used m development and producing operations and m preparing and 

9 trcalmg OJ/ and Gas for marketing purposes and production unavoidably lost. Any extra expenditure mcurrcd in the takmg 

l 0 Ill kmd or separate d1sposit1on by any pai1Y of !ls proportionate share of the production shall be borne by such party. Any 

11 party taking its share of production in kind shall be required to pay for only its proportionate share of such part of 

12 Operator's surface fact!1t1es wluch It uses. 

13 Each party shall execute such division orders and contracts as may be necessary for the sale of ,Ls rntercst 

14 production from the Cantrnct Umt Arca, and, except as provided in Article YII.D, shall be entitled to receive payment 

15 dm.-ct!y from the purchaser thereof for its share of all production 

16 If any party fails to make the arrangements necessary to take m kmd or separately dispose of its proportionate 

17 share of the Oil and/or gas produced from the Eontmct Linn Arca, Operator shall have the right, subject to the revocation at will by 

I 8 the party ownmg 1t, but not the obligat1on, to purchase such Oil and/ or gas or sell it to others at any time and from time to 

I 9 time, for the account of the non-taking party. Any such purchase or sale by Operator may be term mated by 

20 Operator upon at !cast ten ( I 0) days written notice to the owner of said production and shall be subject always to 

21 the nght of the oYmer of the production upon at least ten ( I 0) days written notice to Operator to exercise at any 

22 time Its right to take m kind, or separately dispose of. its share of all Oil and/or gas not previously delivered to a purchaser 

23 Any purchase or sale by Operator of any other pai1y's share of Oil and/ or gas shall be only for such reasonable penods of time 

24 as arc consistent with the mmimum needs of the mdustry under the particular circumstances. but m no event for a 

25 period in excess ofonc(I) year 

26 Any such sale by Operator shall be m a manner commen,;1ally reasonable under the circumstances but Operator 

27 shall have no duty to share any ex1stmg market or to obtain a price equal to that received under any ex1st111g 

28 market The sale or delivery by Operator of a non-taking party's share of 011 and/or gas under the terms of any existing 

29 contract of Operator shall not give the non-taking party any mterest in or make the non-taking party a party to said 

30 contract No purchase shall be made by Operator without first g1vmg the non-taking party at least ten (10) days 

3 I wntten notice of such 111tendcd purchase and the pnce to be paid or the pncing basis to be used. 

32 All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following 

33 month, excluding price, and shall notify Operator immediately 111 the event of a change such arrangements 

34 Operator shall maintain records of all marl,..etmg arrangements, and of volumes actually sold or transported, which 

35 records slrnll be made available to Non-Operators upon reasonable request 

36 In the event one or more parties' separate d1sposit1011 of its share of the Gas causes spht-strcam deliveries to separate 

37 pipelines and/or deltvcncs which on a day-to-day basis for any reason arc not exactly equal to a party's respective proponmn-

38 ate share of total Gas sales to be allocated to 11, the balancmg or accountmg between the parties shall be m accordance with 

39 any Gas balancing agreement between the parties hereto, whether such an agreement 1s attached as Exhibit "E" or 1s a 

40 separate agreement Operator shall give notice to all parties of the firs! sales of Gas from any well under this agreement 

41 D Op1ion-No.2:-No-Gns-Bnhtncing-Ag1·eemenh 

42 ---Eeeh--party---shall-tak1..--in--kmd-or--separately-<lisposc-of-1ts-proportionatl.'---Shftrc--of----Bll---Oil--and--Gas-pr-oduccd-from 

43 the--C-ontrnct-----Area,--exclus1ve---of-production--wh1eh--may--------be------used-;n--develo1>ment---nn<l--pr-odueing--operations--ond--in 

44 pFeJ>ftr-tng--ftfld--treut-fng---01H11J--GttS--lef--tttar-kettn~pur1JOSeS--tttld--prot:h:tcl-tt:ttl--Une.¥0tdab-ly--lost:----An)'"-e,tffa-expet1ditttres 

· 45 1ncurr1..'Ci-1n--thc----taking-in---kind--or~cparatl."----dispos1tion---by-----any--party----of----tts-pr-oporttonutl."-Shllrt..'--Of--tht..----production---shall 

46 be--bome-by-,such-pnrly---Any---party--tnking-its-share-----of----produclion-in-kind-shall--be---ret.Juired--to--pny--foF---Only--its 

4 7 pr-e1>0rt u.,nate--s-ha Fe-&f-sueh--part---ef..Gpern teF-5-SUrf ac-e-f aet I I ties-whi-eh--tt--uses:-

48 -~-Ettch--party--,.;h11ll--t:xt..-~ut1..~ueh--div1s1on--ordcrs--tlnd-contract:r---as-may-bt.--ncce5sftry-for--thc-----sale----ot=----tts-intcrest-1n 

49 product ton-from -the---------Gontmct----Area,--ond,---e:-ace1>t--os--provided~in-----A111cle--¥llc8c,--sl111ll-be----entitle<l--to--recei Ye-payment 

50 direc-tly-fFem-the-purehaserther-ee.f-fOHts-shai:e-oHl.ll--pr-oduetiOn-

51 ---lf---tiny---party---fa1ls--to--mttk-t.'-thc-arfftngt..•mcnts--net..-~sttry-t&-tttkc--1n-k1nd--01---separatcly--<l1spost..-----of--its-proportionttte 

52 share--------of~the--Oil--and/oF--Gns----produced--from------the----C--ontrnct----Aren,------OperatoF------'5hall---have-the--right,----subjecl-to-the 

53 reYeCOlltltl--ilt--wiH---by--the---porty--owmng-tt-.--but----noHhe---e0hgfttioA-,--to---pur-ehase--suc-h--Ot-l-endlor-Gas--Of--S-eil--tHe--olher-s 

54 at-flny---t1n1c--ttnd---from--l1mc---to-timt.....,.....for-th1..L-.ftccounl-------of'..-thc---non-taking---party---An~uch-purehast..'--Of-5tt!c-by--Operator 

55 m11y-be---term1nnted--by-Opemtor---upon-t1t-lenst---ten---( 1-0)---dnys---writlen--not-ic-e-to-the---owner-of--soid--product-tO(l-----flnd--shaU 

56 be--subjeet--a~Wflys--to--tl1e----ttgl1t--eHhe--owneF--ttf---.the--j)Fe<luettoH--t1pe-n--at--teast--te-n--f-l·(ij--doys----wtttten----oottee--t&--Gperetm 

57 to--cxereisc--1ts-right-to-takt.'"-------in-k111d,-----or---scparatcly----<l1sposc--of,-its-----sharc--of-all--Oil---and/of---Gas--not-prC¥tousty--dcl1vcrcd 

58 t-o----n---purehnser~--pr-ovtded,--however,-----tlmt-the---efTec-ttve-------<lnte----of------any--------such---revoention--mny-be-<leferr-ed------at------OperatoFS 

59 eteet-ton---fof---ft----j>eftoo-------t10t---to-----e~i-nety----(-90}---d~tof---11as---oon111ttt-ted----s~uetioo---to---a---purehase 

60 eontr-act-havtn!;"il-tcrm-extcnding--bcyond-such--tcn{l-0)-day--pcriod-;--Any---purchasc-oF--Sa-le--by-OperatoF--Otilny-othcf 

61 pnrty!s---------5hare--of--Oi1---{lnd/oF-----Gas--shall---be--only---for-s1:1ch--reosoll!lble----ver-wds-----oHime---os--ore--conststent-----w1lh-----the 

62 11l-tn1n1u1n------11eetls-of-tl1e--tndus-tr-y--unt!er-H1e-paft1cu-lar--eirc-ums1ances,---but-tn-no------event--fof-tt---1}Cftod--ti1--eMeess--of----o11e-(---I--) 

63 year--

64 ---------An y--such---snle---by-Operutor- shnl 1--be---in - a-mnnneF---comrnercml ly--r-ensonnble--undeF--the-c1 reumstanees-,--but---Oper-nter 

65 sha-ll-----l1av-e---no--duty-to--shafe---&11y---e,t-tst1ng--mafk-et---ef--trftflSpoFlBHen--ttffengement---er---ttl---tnin---e--pr-iee----(}F---tntnspertation 

66 fcc---------cqual--to---that----r(..'<!Ctvcd--undcf------"ftny----ex-ist-1ng-------market-----or--transportation----tlrrangement-. -'.J:hc----salc---of-----Oel1vcr-y---by 

67 GperntoF---Of--n--non-tuking---po.rt~hor-e-of-1>ro<luclion-----tmdef---the----ter-n1s-----of--an~isting--contr-act---Of----Operntor----shnl-l----not 

68 gt¥e--the----noH-tftittng-----pftfty--il11y-+nterest--;n-or-tt1ake---the-non-taktt1g--f)Hrty--tl--party--to--s-a-td--conlfet..->t:----No-p-urel1ase--ol=---01I 

69 and---Ga~t1.nd--n(r-'jalc----of---Ga~lmll-----bc----nmde----by--Operntof-W1thout--fir-st---givtng------thc-non-tak111g--pa:rty-ten--days--wnttcn 

70 notic-e-of~uch-intended- pur-chose------or--sale-and--the-price-to-be-paid--oF--lhe-pnc1ng---bnsis-to-be----used--Operatof--Shall-gwe 

71 not1ce--to-al~art-1es-of-the----f.iFS~ale--of--Gas-front--any--weH---un<leHh~-greetnent-:-

72 ---All---part1cs---shall----g1w---t1111cly-----wr1tten--not1cc----to----OpcratoF--Of-tllc1r----Gas---n1aFkct1ng----affangemcnts-fof-thc---follow1ng 

73 month,-------excluding---price,--and-------shnll--nottfy--Opemtof---immedrnleiy----tn-----the--event--of-n-----change--m-----such-ftffangen1ents---

74 
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01>erntor-shall-nm1nta1n-rec-ords--of---illl--mnrketmg-nH1H1gemenls;·-nnd---of--volumes--uctually-sold--OF---t-rnnsported,-which 

2 recor-<ls---slu1-tl-be-mnoe-tl:Yfttlable-to-Non-Opeml0F.Htport-r-eusonttble-r-et1uest-

ARTICLE VII, 

EXPENDITURES AND LIABILITY OF PARTIES 

A. Liability of Parties: 

6 The ltabil1ty of the parties shall be several, not JOmt or collcctlvc. Each party shall be responsible only for its obligat1ons, 

and shall be liable only for 11s proportionate share of the costs of devclopmg and operating the C--ont-mc-t Unit Arca. Accordingly, the 

!tens granted among the p.irt1es 111 Article VILD. arc given to secure only the debts of each scvc1ally, and no party shall have 

any liability to third parties hereunder to satisfy the default of any other party in the payment of any expense or obligation 

IO hereunder IL 1s nol the intention of the parties to create, nor shall this agreement be construed as creating, a mmmg or other 

11 partneiship, joint venture, agency rclat1onsh1p or association, or to render the parties liable as partners, co-venturers, or 

! 2 principals In their re!attons with each other under tlus agreement, the parties shall not be considered fiduciaries or to have 

I 3 established a confidential rc!alionship but rather shall be free to act on an arm's-length basis 111 accordance with their own 

14 respective self-interest, subject, however, to the obligalion of lhe parties lo acl in good faith in their dealings wilh each other 

15 with respect to activities hereunder. 

16 B. Liens and Security Interests: 

17 Each party grants to the other parties hereto a lien upon any mteresl it now owns or hereafter acquires 111 Oil and Gas 

18 Leases and Oil and Gas Interests in the C--ontra:et Unit Arca, and a security interest and/or purchase money security interest 111 any 

19 interest !l now owns or hereafier acquires in the personal property and fixtures on or used or obtamed for use m connectton 

20 tbcrewllh, to secure performunce of all of its obligations under this agreement mcludmg but not limited to payment of expense, 

2 l mterest and fees, the proper disbursement of all monies paid hereunder, the assignment or relmqu1shment of mtcrest in Oil 

22 and Gas Leases as required hereunder, and the proper performance of operations hereunder Such lien and security mterest 

23 granted by each party hereto shall include such party's leasehold 111tercsts, working interests, operatmg rights, and royalty and 

24 ovcin<ling royalty mtcrcsts m the C--ontract Unit Arca now owned or hereafter acquired and m lands pooled or unitized therewith or 

25 otherwise becommg subject to tlus agreement, the 011 and Gas when extracted therefrom and equipment situated thereon or 

26 used or obtamed for use 111 connection therewith (mduding, without lmutalion, all wells, tools, and tubular goods), and accounts 

27 (including, without limitatmn, accounts arismg from gas imba!anc1.'S or from the sale of Oil and/or Gas at the wellhead), 

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

29 foregoing 

30 To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recordmg 

31 supplement and/or any Jinancmg statement prepared and submitted by any party hereto in conJunction herewith or at any time 

32 following execution hereof, and Operator 1s authorized to file this agreement or the recording supplement executed herewith as 

33 a lien or mortgage in the applicable real estate records and as a financing statement with the proper officer under the Uniform 

34 Commercial Code 111 the state in wluch the C---ontrnct llnn Area is situated and such other states as Operator shall deem appropriate 

35 to perfect the security interest granted hereunder Any party may file this agreement, the recordmg supplement executed 

36 herewith, or such other do1.:uments as it Jeems necessary as a lien or mortgage in the applicable real estate records and/or a 
37 financing statement with the proper officer under the Um form Commercial Code 

3 8 Each party represents and warrants to the other parties hereto that the lien and security mterest granted by such party to 

39 the other parties shall be a first and prior lien, and each party hereby agrees to mamtam the priority of said lien and security 

40 interest against all persons acquirmg an 111terest in Oil and Gas Leases and Interests covered by tlus agreement by, through or 

41 under such party. All parties acquiring an interest m Oil and Gas Leases and Oil and Gas Interests covered by tlus agreement, 
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whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subJcct 

to the lien and security interest granted by this Article VII.B as to all obligallons attributable to such interest hereunder 

whether or not such obl1gat1ons arise before or after such interest is acquired 

To the extent that parties have a secunty interest under the Umform Commcn.:rnl Code of the state 111 wluch the 

Gontrnct U1111 Arca is situated, they shall be entllled to exercise the rights and remedies of a secured party under the Code. 

The bringmg of a suit and the obtaming of Judgment by a party for the secured mdebtedness shall not be deemed an 

election of remedies or otherwise affect the lien rights or security 111tcrest as sccunty for the payment thereof. In 

add1t1on, upon default by any party in the payment of its share of expenses, interests or fees, or upon the unproper use 

of funds by the Operator, the other parties shall have the right, without prejudice to other rights or remedies, to collect 

from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed by 

such party, plus interest as provided in "Exhibit C." has been received, and shall have the nght to offset the amount 

owed agamst the p1occeds from lhe sale of such defaulting party's share of 011 and Gas. All purchasers of production 

may rely on a notification of default from the non-defaulting party or parllcs stating the amount due as a result of the 

default, and all parties waive any recourse available agamst purchasers for releasing production proceeds as provided in 

this paragrnph. 

If any party fads to pay its share of cost wttlun one hundred twenty ( 120) days after rendition of a statement therefor by 

Operntor, the non-defaulting parties, mcludmg Operator, shall upon request by Operator, pay the unpaid amounl in the 

propo1t1on that the interest of each such party bears to the interest of all such parties The amount paid by each party so 

paymg its share of the unpaid amount shall be secured by the liens and security rights described 111 Article Vll.ll., and each 

paying party may independently pursue any remedy available hereunder or otherwise 

If any p.1rty docs not perform all of its ob!igallons hereunder, and the failure to perform subJects such party to foreclosure 

or execution proceedings pursuant to the provisions of this agreement, to the extent allowed by governmg law, the defaulting 

party waives any available right of redempt1on from and afier the date of Judgment, any required valuation or appra1sement 

of the n101tgaged or secured property prior to sale, any available right to stay execution or to require a marshaling of assets 

and any icguired bond in the event a receiver is appo111tcd In add1t1011, to the extent pernutted by applicable law, each party 

hereby giants to the other parties a power of sale as to any property that 1s subJect to the lien and security rights granted 

hereunder, such power to be exercised m the manner provided by applicable law or otherwise 111 a commercially reasonable 

manner and upon reasonable notice 

Each party agrees that the other pa1t1es shall be entitled to utilize the provisions of Oil and Gas lien law or other !Jen 

law of nny state 1n which the Gontruet tin1t Arca ,s situated to enforce the obligations of each party hereunder. Without limiting 

the generality of the foregomg, to the extent permitted by applicable law, Non-Operators agree that Operator may invoke or 

ultilze the mccha111cs' or materialmen's lien law of the state in which the C--Ofltrn.ct I ln11 Area is situated m order to secure the 
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payment lo Operator of any sum due hereunder for services performed or materials supplied by Operator. 

2 C. Advances: 

Operator, at its clcct1011, shall have the ught from time to tune to demand and receive from one or more of the other 

4 parties payment in advance of their respective shares of the estimated amount of the expense to be mcurrcd m operations 

5 hereunder during the next succccdmg month, winch right may be exercised only by subn11ss1on to each such party of an 

1tcm1zcd statement of such estimated expense, together with an invoice for its share thereof. Each such statement and invoice 

for the payment m advance of estimated expense shall be subnutted o~ or before the 20th day of the next preceding month 

Each party shall pay to Operator its proportionate share of such estimate within fifteen (15) days after such estimate and 

invoice is received If any party fails to pay its share of said estimate within said time, the amount due shall bear interest as 

10 provided 111 Exh1b1t "C" until paid Proper adjustment shall be made monthly between advances and actual expense to the end 

11 that each party shall bear and pay its proportionate share of actual expenses incurred, and no more. 

12 D. Defaulls and Remedies: 

I 3 If any party fails to discharge any financial obligation under tins agreement. including without limitation the failure to 

14 make any advance under the preceding Article VII C. or any other prov1s1on of this agreement, w1thm the period required for 

15 such payment hereunder, then m add1t1on to the remedies provided m Article VII.8. or elsewhere in this agreement, the 

l 6 remedies specified below shall be applicable for purposes of tins Article VII.D., all notices and elections shall be delivered 

17 only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaultmg Non-Operator, 

18 and when Operator 1s the party in default, the applicable notices and elcct10ns can be delivered by any Non-Operator 

l 9 Election of ,1ny one or more of the following remedies shall not preclude the subsequent use of any other remedy specified 

20 below or otherwise available to a non-defaulting party. 

21 I. ~1.ens1011 of Riµht,£. Any party may deliver to the party 111 default a Nottce of Default, which shall specify the default, 

22 specify the action to be taken to cure the default, and specify that failure to take such action will result 111 the exercise of one 

23 or more of the remedies provided 111 t!us Article If the default 1s not cured within tlmty (30) days of the delivery of such 

24 Notice of Default, all of the rights of the dcfaultmg party granted by this agreement may upon notice be suspended unul the 

25 default 1s cured, without prcJudice to the nght of the non-defaulting party or parties to contmue to enforce the obligations of 

26 the dufaulling pa11y previously accrued or thereafter accruing under this agreement. If Operator 1s the party m default, the 

27 Non-Operators shall have m add!lion the right, by vote of Non-Operators owmng a maJonty m mtcrcst m the Gontr-ttet l nit Arca 

28 afier excluding the voting interest of Operator, lo appoint a new Operator effective 1mmed1ately The nghts of a defaulting 

29 party that may be suspended hereunder at the election of the non-defaulting parties shall mclude, without l11111tation, the right 

30 to receive 1nfonnat1011 as to any operation conducted hereunder dunng the pcnod of such default, the nght to elect to 

31 participate 111 an operation proposed under Article Vl.B of this agreement, the rtght to participate in an operation being 

32 conducted under tlus agreement even if the party has previously elected to parucipate 111 such operat1011, and the ngbt to 

33 n .. -cc1ve proceeds of production from any well subject to this agreement. 

34 2. Sutt for Damages Non•defaulting parties or Operator for the benefit of non-defaultmg parties may sue (at joint 

35 account expense) to collect the amounts in default, plus mtercst accrumg on the amounts recovered from the date of default 

36 until the date of collect1on at the rate specified 111 Exhibit "C" attached hereto. Notlung herein shall prevent any party from 

3 7 suing any defaulting party to collect consequential damages accrumg to such pa11y as a result of the default 

38 3. Deemed Non-Consent The non-defaulting party may deliver a wntten Notice of Non-Consent Election to the 

39 dcfaultmg party at any tune after the expiration of the tlmty-day cure period following delivery of the Notice of Default, m 

40 wl11d1 event 1[ the billing is for the drilling a new well or the Pluggmg Back, Sidetracking, Reworking or Deepening of a 

41 well which 1s to be or has been plugged as a dry hole, or for the Completion or Reco111plct1on of any well, the defaultmg 

42 party will be conclusively deemed to have elected not to participate m the operation and to be a Non-Consenting Party with 

43 respect tberelo under Article VI.D. or VIC., as the case may be, to the extent of the costs unpaid by such party, 

44 notw1thstandmg any election to parttcipate theretofore made. If elect1011 is made to proceed under this prov1s1on, then the 

45 non-defaulting parties may not elect to sue for the unpaid amount pursuant to Article VIJ.D 2. 

46 Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the rtght to cure 

47 its default by paying its unpaid share of costs plus mterest at the rate set forth 111 Exhibit "C," provided, however, such 

48 payment shall not prejudice the rights of the non-defaultmg parties to pursue remedies for damages incurred by the non-

49 defaulting parties as a result of the default Any mterest relinquished pursuant to this Arllcle VII.D.3. shall be offered to the 

50 non.defaulting pa11ies m proport10n to lhe1r mten .. -sts, and the non-defaulting parties electing to part1c1pate 111 the ownership 

51 of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therem 

52 4 Advance Payment: If a default 1s not cured wllhm thirty (30) days of the delivery of a Notice of Default. Operator. or 

53 Non-Operators 1f Operator 1s the defaulting party, may thereafter require advance payment from the defaulttng 

54 party of such defaulting party's anticipated shme of any item of expense for which Operator, or Non-Operators, as the case may 

55 be, would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of 

• 56 the previous default. Such right mcludes, but is not limited to, the nght to require advance payment for the estimated costs of 

57 <lril!ing a well or Completion of a well as to wluch an election to parllcipatc 111 drilling or Completion has been made. If the 

58 defaulting party fails to pay the required advance payment. the non-defaulting pai1ies may pursue any of the remedies provided 

59 111 the Article VII D or any other default remedy provided elsewhere in tlus agreement Any excess of funds advanced remaining 

60 when the operation 1s completed and all costs have been paid shall be promptly returned to the advancing party 

61 5. Costs and Attorneys' Fees· In the event any party is required to bring legal procecdmgs to enforce any financial 

62 obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court cosls, costs of 

63 collect1on, and a reasonable attorney's fee, which the lien provided for herein shall also secure. 

64 E. Renlals, Shut-in Well Payments ant.I Minimum Royalties: 

65 Rentals, shut-111 well payments and 1111111mum royalties wluch may be required under the terms of any lease shall be paid 

66 by the party or parUcs who subJected such lease to this agreement at its or their expense In the event two or more parties 

67 own and have contnbuled interests m the same lease to this agreement, such parties may designate one of such panics to 

68 make said payments for and on behalf of all such parties Any party may request, and shall be enlltled to receive, proper 

69 evidence of all such payments In the event of failure to make proper payment of any rental, shut-in well payment or 

70 minimum royalty through mistake or oversight where such payment 1s required to contmue the lease 111 force, any loss which 

71 results from such non-payment shall be borne 111 accordam.:e with the provisions of Article IV. ll 2. 

72 Operator shall notify Non-Operators of the anticipated completion of a shut-111 well, or the shutting 111 or return to 

73 production of a producing well, at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such 

74 
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action, or at the earliest opportunity pcrnutlcd by c1rcumstanccs, but assumes no liability for failure to do so In the event of 

failure by Operator to so notify Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure to make 

timely payments of any shut-111 well payment shall be borne Jointly by the parties hereto under the provisions of Article 

IV.ll 3. 

F. Taxes: 

6 Ucginmng with the first calendar year after the cffccuvc date hereof, Operator shall render for ad valorcm taxation all 

7 property subject to tlus agreement which by law should be rendered for such taxes, and 1t shall pay all such taxes assessed 

thereon before they become dc\1nqucnt. Prior to the rendition date, each Non-Operator shall furnish Operator information as 

to burdens (to mclude. but not be limited to, royalties, overridmg royalties and production payments) on Leases and Oil and 

10 Gas Interests contributed by such Non-Operator If the assessed valuation of any Lease is reduced by reason of its bemg 

11 subject to outstanding excess royalties, overridmg royalties or production payments, the rc<luction in ad valorcm taxes 

12 resulting therefrom shall murc to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to 

13 such O\'lllef or o\'ll1ers so as to reflect the benefit of such reduction. If the ad valorem taxes are based 111 whole or m part 

14 upon separate valuations of each party's working interest, then notwithstanding anything to the contrary herem, charges to 

15 the Jomt account shall be made am.I pa1<l by the parties hereto in accordance with the tax value generated by each party's 

16 working interest Operator shall bill the other parties for their proportionate shares of all tax payments in the manner 

17 provided m Exhibit "C." 

18 If Operator considers any tax assessment improper, Operator may, at its discretion, prate~! witlun the time and manner 

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

20 determination. Dunng the pcndency of admin1strat1ve or Judicial proceedings, Operator may elect to pay, under protest, all such taxes 

21 an<l any mterest and penalty When any such protested assessment shall have been finally determined, Operator shall pay the tax for 

22 the jOmt account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be 

23 paid by them, as provided in Exhibit "C 11 

24 Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect 

25 to the production or handl111g of such party's share of Oil and Gas produced under the terms oftl11s agreement 

26 ARTICLE VIII. 

27 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

28 A. Surrender of Leases: 

29 The Leases covered by this agreement, insofar as they embrace acreage m the tOntrnct l :111t Arca, shall not be surrendered m whole 

30 01 in part unless all parties consent thereto 

31 Ilowevcr, should any party desire to surrender its interest 111 any Lease or m any porl!on thereof. such party shall give written 

32 notice of the proposed surrender to all parties, and the pa111es to whom such notice 1s delivered shall have thirty (30) days after 

33 delivery of the notice withm which to notify the party proposing the surrender whether they elect to consent thereto. Fatlurc of a 

34 party lo whom such notice 1s delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases 

35 dcscnbed m the notice If all parties do not agree or consent thereto, the party des1rmg to surrender shall assign, without express or 

36 1111plic<l warranty of title, all of its mterest 111 such Lease. or portion thereof, and any well, 111atcrial and equipment which may be 

37 located thereon and any rights in production thereafter secured. to the parties not consenting to such surrender. If the interesl of the 

38 ass1g11111g party 1s or includes an Oil and Gas Interest, the assigning party shall execute and deliver to the party or parties not 

39 consenting to such surrender an 011 and gas lease covering such Oil and Gas Interest for a term of one {I) year and so long 

40 thereafter as Oil and/or Gas 1s produced from the land covered thereby, such lease to be on the form attached hereto as Exhibit "0." 

41 Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, but not theretofore 

42 accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the ass1gnmg party 

43 shall have no further mterest in the assigned or leased premises and its equipment and production other than the royalties retamed 

44 m .iny lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor the 

45 reasonable salv.ige value of the latter's mtcrest 111 any well's salvablc materials and equipment attributable to the assigned or leased 

46 acreage. The value of all salvab!e materials and equipment shall be determined 111 accordance with the prov1s1ons of Exhibit "C," less 

47 the estimated cost of salvaging and the estimated cost of plugging and abandonmg and rcstonng the surface. If such value is less 

48 than such costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit If the 

49 assignment or lease 1s 111 favor of more than one party, the interest shall be shared by such parties m the proportions that the 

50 rntcrcst of each bears to the total interest of all such parties. If the interest of the parties to whom the assignment is to be maJc 

51 vanes according to depth, then the interest assigned shall sumlarly reflect such vananccs. 

52 Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's. lessor's or surrendering 

53 party's mtcrcst as 1t was 11nmed1atcly before the assignment, lease or surrender m the balance of the (;entffiet l 1n11 Arca, and the acreage 

54 assigned, leased or surrcndctcd, and subsequent operations thereon, shall not thereafter be subJect to the terms and provismns of tlus 

55 agreement but shall be deemed subject to an Operating Agreement in the form of this agreement. 

56 ll. H.enewal or Extension of Leases: 

57 If any party secures a renewal or replacement of an 01! and Gas Lease or Interest subject to this agreement, then all other parties 

58 shall be notified promptly upon such acqu1sit1on or, in the case of a replacement Lease taken before expiration of an existing Lease, 

59 promptly upon expiration of the ex1stmg Lease. The parties notified shall have the nght for a penod of tlurty (30) days followmg 

60 dd1very of such notice m which to elect to part1c1patc in the ownership of the renewal or replacement Lease, insofar as such Lease 

61 affects lands w!lhlll the Contract U1111 Area, by paying to the party who acquired 1t their proportionate shares of the acquisition cost 

62 allocated to that part of such Lease within the C-entm-el l11111 Arca, wluch shall be 111 proportion to the mterest held at that llme by the 

63 parties 1n the f.'ontre.ct Urnl Arca. Each party who participates Ill the purchase of a renewal or replacement Lease shall be given an 

64 assignment of its proportionate interest thcrcm by the acquiring party 

65 If some, but !css than all, of the parties elect to part1cq,ate 111 the purchase of a renewal or replacement Lease, 1t shall be owned 

66 by the parties who elect to participate therein, i11 a ratio based upon the rclationslup of their respective percentage of part1c1pat1on m 

67 the Contract U111t Area to 1hc aggregate of the percentages of participation in the C---ontrnct Urut Arca of all parties participating m the 

68 purchase of such renewal or replacement Lease. The acqu1sit1on of a renewal or replacement Lease by any or all of the parties hereto 

69 shall not cause a rcadjUStment of the interests of the parties stated in Exlub1t "A," but any renewal or replacement Lease in wluch 

70 less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separate Opcratmg 

71 Agreement 111 the form of this agreement. 

72 If the interests of the parties in the C:ontraet Umt Arca vary according to depth, then their right to participate proportionately in 

73 renewal or replacement Leases and their right to receive an assignment of mtercst shall also reflect such depth variances 
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The provisions of this Article shall apply lo renewal or replacement Leases whether they are for the entire interest covered by 

the expiring Lease or cover only a portion of its area or an interest therein. Any renewal or replacement Lease taken before the 

expiration of its predecessor Lease, or taken or contracted for or bccommg effective within six (6) months aficr the cxp1rat1on of the 

cx1stmg Lease, shall be subject to tlus provision so long as this agreement is in effect at the time of such acquisition or at the tune 

the renewal or replacement Lease b1.-comcs cW .. -ctivc; but any Lease taken or contracted for more than six (6) months after the 

6 expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subJect to the provisions of this 

ag1ee111cnt 

The prov1s1ons Ill this Art1dc shall also be applicable to extensions of all or part or Oil and Gas Leases. 

9 C. Acreage or Cash Confributions: 

IO While tlus agreement 1s in force. if any party contracts for a contnbul!on of cash towards the drillmg of a well or any other 

l l operation on the GontFOct lJlllL Arca, such contnbution shall be paid to the party who conducted the drilling or other operation and shall 

12 be applied by 1t against the cost of such dnllmg or other operation. If the contribution be m the form of acreage, the party to whom 

13 the contribution 1s made shall promptly tender an assignment of the acreage, without warranty of tale, to the Dnlling Parties in the 

14 propo1t1ons said Drtllmg Parties shared the cost of dnlhng the well. Such acreage shall become a separate f'ontroet-U1111 Arca and, to the 

15 extent possible, be governed by prov1s1ons identical to this agreement Each party shall promptly notify all other parties of any 

16 acreage or cash contnbut1ons 1t may obtam in support of any well or any other operation on the Gontr-nd Unit Arca. The above 

17 prov1s1ons shall also be apphcable to opl!onal rights to earn acreage outside the GonlFBct l'.nll Arca which arc 111 support of well dnlled 

18 inside Eontrnct Urn! Arca. 

19 If any party contracts for any consideration relating to disposition of such pmty's share of substances produced hereunder, 

20 such consideration shall not be deemed a contribution as contemplated m tlus Article VlllC. 

21 1). Assigumcnt;-Maintenance---of-Uniform-lnlerest: 

22 For-the-purpose-of mnintnininb>--1..1n1form1t y-of-0wnersh1p-t1r--the-C-onlract-Aren-in-the--01l-ond-Gns-beRses,-Oil-end--Gos 

23 lnterests;---welkr,-equ1pmen~nd----pre<luet1o-n-t.-'0Yereo-by---tl1is----agreen1ent----no--pa~l;-encunlhef;---l:fftflsfer-of-ffloke-otl1a 

24 d1spostt1on-of--1t~nter-c5t--11r-th<..~il-and-Gas-Lcttscs--and--01l-tmd--Ga,-.-lnterests---embr-acc<l-w1tl11n-thc-C--entract-Ar-<..-a--of-ln--wclls, 

25 equ11>ment·nnd--product10n-unless--such-d1sposittan-cover-s-either 

26 --l-~-t-he-eAlire-tn-terest-ef;l1e-pa:Fty-in-all--O+l-end--Oas--l,eeses-;-Oil-en<l--0fts--lnteres!S;---Welh.-ettutpmen!-a:ttd--prodttetten;--er 

2 7 --2-.----an ---cqual-und 1v1dc<l-pcrecnt-of -th<.."-party'-r-prcscnt-----tntercst---in---all--011----ttnd--Gas---leascs,--0,1--ttnd----Gas--lntercsts,-----wcl Is; 

28 e(Ju1pmenl-nnd-produet1on--1n the-C---ontrnct--Areo-

29 Every sale, encumbrance, transfer or other disposiuon made by any party shall be made expressly Sijb1cct to this agreement 

30 and shall be made without prcJudice to the right of lhe other parties, and any transferee of an ownerslup interest 111 any Oil and 

31 Gas Lease or Interest shall be deemed a party to this agreement as to the mtcrest conveyed from and after the cfTecl!ve date of 

32 the transfer of owncrslup, provided, however, that the other parties shall not be required to recognize any such sale, 

33 encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy of the 

34 instrument of transfer or other satisfactory evidence thereof in wfl11ng from the transferor or transferee No assignment or other 

35 dispositwn of mterest by a party shall relieve such pany of obligations previously mcurrcd by such party hereunder with respect 

36 to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to an opcrahon 

37 conducted hereunder m which such party has agreed to participate pnor to making such assignment, and the lien and secunty 

38 mtercst granted by Arta:lc VII.I\. shall continue to burden the mtercst transferred to secure payment of any such obligal!ons 

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

40 may 1equire such co-owners to appoint a s111gle trustee or agent with full authonty to receive notices, approve expenditures, 

41 receive billings for and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to 

42 bmd, the co-owners of such party's mterest w1thm the scope of the operations embraced 111 this agreement; however, all such co-

43 owners shall have the right to enter 11110 and execute all contracts or agreements for the dispos1t1on of their respective shares of 

44 the Oil and Gas produced from the C--entraet Unit Arca and they shall have the nght to receive, scparutely, payment of the sale 

4 5 p1 occcds thereof 

46 E. \V11ivcr or Rights to Partition: 

47 If permitted by the laws of the state or states 1n which the property covered hereby 1s located, each party hereto ownmg an 

48 undivided mtcrest m the Gontract Umt Arca waives any am! all nghts 1t may have to pa1t1t1on and have set aside to 1t m severalty its 

49 undivided mtcrest thcrem 

50 F.P11efe,>cntitd---RighH&-Pur,ch11!1e: 

51 • -(Optt0nal;-C'-ht.-ck ·tf---flpplieable:-) 

52 8hould---nny-porty-des1re-to----sell--oli-or-60y--part-of-tts-1nter-ests-undeHh1s--ngreement,--or-its--fights-tmd---interests----tn---the---Gontroct 

53 Arett;-tt----slm!!--;,re1»ptly--gi¥e--WfttletH1al-tee--to--tfle-etJ1ef-1)a-fties,---wttlt--full--tnformal10A--OOfl(!emtng-tt~15posit-ttm;----whieh 

54 sh al 1----ineludc--thc---namc--ftnd-Hddrcs~ -of-tbe--pros1,cct1vc----transfcr-ce--( who--must-be-rcady-,---w1lling---and----abk.-----to---purchasc),--thc----purehase 

55 pr1ce,---n "legal-clescription---sufficient-to-1dentify-1he---tuopeny;-nnd----oll--other---terms--of;he-offeF:--The-othet--part1es----shnll---then---heve--t1n 

56 opt1onnl-1,HoF---f-tght-,-fof-fl-peFtOd---ef---ten-{-l-ot---dayr-afteF--the--nottee-1s-delt-¥ered;--to---1}urehase----foF---the--s-tated-----eensteeftlt-tO~he 

57 SRmc-l<..>rms--flnd------conditions----thc-intcr<..-st----wh1eh-th<..'--------Othcr-party-----propos<..-s--to--·sclh--and,-------1f:-th1s-optional--right-1s--cxerc1st.-d,-thc 

58 purchnsmg-1>nrties-shell-share--the--1>urchnsed----tnterest-1n---the---prapOFl10ns-thoHhe--1nteresl---Of---ench--bearrto-the-totnl-interest---of-oH 

59 \}ure-lmstng-!}tlrties--HoweveF--;--there---shttl-l--he--fle--preferent1a-l-r1ght---to--pur,ehase-1n--th~H5e7----Where---iltrHft-fty--wishes--t&----mortgage 

60 1ts-1ntcrests,---or----to---transfer--t1tlc--to----it5 ---intercsts-to----its----mortgagcc---in-----1 ieu-of-or-pursuanHo-forcelosure--of'.--a-mortgage--of-tts--10ter~t; 

61 or-to-d1spose-----of---its----inler-ests---by--merger-,--feofgnnizahon,-<:onsohdalion-,--or-by-----sale-of---oll--of-5ubstnnl-HlHy--a ll--of-1ts-01l-and----Gas--asse1s 

62 to-a-ny---pHFty,--oF----lry---tr-unsfer-of-tts--tnleresHo---&---Subs1d1~0Fent----<X>mptmy--or--to--n--subsi-dituy--e-f-.tt.--pnrent----eom~o--any 

63 compe.ny-111-wh1eh-such-pe.rty--owns a-mttJonty-of-thc-s1ock-

64 ARTICLE IX. 

65 INTERNAL REVENUE CODE ELECJ"ION 

66 11: for federal 111come lax purposes, this agreement and the op1:rat1ons hereunder arc regarded as a partncrslup, and if the 

• 67 parties have not otherwise agreed to form a tax: partncrsl11p pursuant to Exlubit "G" or other agreement between them. each 

68 party thereby affected elects to be excluded from the application of all of the provisions of Subehapter "K," Chapter l, Subtitle 

69 "A," of the Internal Revenue Code of 1986, as amended ("Code"). as permitted and authorized by Section 761 of the Code and 

70 the regulations promulgated thereunder. Operator 1s authorized and directed to execute on behalf of each party hereby affected 

71 such L'V1dcm .. -c of this clcct1on as may be required by the Secretary of the Treasury of the United States or the Federal Internal 

72 Revenue Service, mcludmg specifically, but not by way of lim1tallon, all of the returns, statements, and the data required by 

73 Treasury Regulat1on §l.761. Should there be any requirement th,·11 each party hereby affected give further evidence of this 

74 
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election, ea~h such parly shall execute such documents and furnish such other evidence as may be required by the Federal Imernal 

Revenue Service or as ~nay be necessary to evidence this clcct1011. No such party shall give any notices or take any other action 

inconsistent with the election made hereby. If any present or future income tax laws of the state or states m which the Contract 

4 Area is located or any ruturc 111comc tax laws of the United States contain provisions sinular to those m Subchaptcr "K," Chapter 

I, Subtitle "A," of the Code, under which an election similar to that provided by Section 761 of the Code 1s permitted, each party 

6 hereby affcdcd shall make such clcct1on as may be permitted or rcquucd by such laws In making the foregoing clect1on, each 

such party states that the income derived by such party from operations hereunder can be adequately determined without the 

computallon of partnership taxable income 

9 ARTICLEX. 

IO CLAIMS AND LAWSUITS 

11 Operator may settle any single uninsured tlurd party damage claim or suit ansing from operations hereunder 1f the expenditure 

12 docs not exceed _J•1n,y Jliou...,:ind __________ Dollars($~ °'U)Jll(_[ Otl~_) and 1fthe payment is in complete settlement 

13 of such claim or suit. If the amount required for settlement exceeds the above amount, the parties hereto shall assume and take over 

14 the further handlmg of the claim or suit, unless such authority is delegated to Operator. All costs and expenses of handling settling, 

15 or otherwise discharging such claim or suit shall be a the Joint expense of the parties participating in the operation from which the 

16 daim or suit nnses. If ,'l claim is· made against any party or 1f any party 1s sued on account of any matter arising from operations 

17 hereunder over which such ind1v1dual has no control because of the nghts given Operator by this agreement, such party shall 

l8 immediately notify all other parties, and the claim or suit shall be treated as any other claim or suit 1nvolvmg operations hereunder 

19 ARTICLE XI. 

20 FORCE MAJIWRE 

21 If any party is rendered unable, wholly or m part, by force maJcure to carry out its obligations under this agreement, other 

22 than the obligation to mdemnify or make money payments or furnish security, that party shall give to all other parties 

23 prompt written notice of the force maJCUrc with reasonably full particulars concerning it, thereupon, the obligations of the 

24 party giving the notice, so far as they arc affected by the force maJcurc, shall be suspended during, but no longer than, the 

25 contmuance of the force maJeure. The term "force majeurc," as here employed, shall mean an act of God, strike, lockout, or 

26 other mdustnal disturbance, act of the public enemy, war, blockade, public riot, \ightenmg, fire, storm, flood or other act of 

27 nature, explosion, governmental action, governmental delay, restraint or maction, unavailability of equipment, and any other 

28 cause, whether of the kind specifically enumerated above or otherwise, which 1s not reasonably within the control of the party 

29 clanrnng suspcnston 

30 The affected party shall use all reasonable diligence lo remove the force maJcurc s1tuat1on as quickly as practicable The 

3 I requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 

32 lockouts, or other labor difficulty by the party involved, contrary to its wishes, how all such difficulties shall be handled shall 

33 be entirely w1thm the 1.hscret10n of the party concerned 

34 ARTICLE XII. 

35 NOTICES 

36 All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise 

37 specifically provided, shall be in wnttng and delivered 111 person or by United States mail, courier service, telegram, telex, 

38 tclecopicr or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on 

39 Exhibit "A." All telephone or oral notices pernutted by this agreement shall be confirmed immediately thereafter by written 

40 notice The onginaling notice given under any provision hereof shall be deemed delivered only when received by the party to 

4 t whom such notice is directed, and the tune for such party to deliver any notice m response thereto shall run from the date 

42 the onginat111g notice 1s received "Receipt" for purposes of tlus agreement with respect to written notice delivered hereunder 

43 shall be actual delivery of the notice to the address of the party to be notified specified m accordance with this agreement, or 

44 to the telccopy, facsmule or telex ma1:hine of sud party. The second or any responsive notice shall be deemed delivered when 

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

46 or facsimile, or when personally delivered to the party to be notified, provided, that when response 1s required within 24 or 

47 48 hours, such response shall be given orally or by telephone, telex, tclecopy or other facsurnle witlun such period. Each party 

,48 shall have the right to change its address at any time, and from time to tune, by giving wntten notice thereof to all other 

49 parties If a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

o 68 

69 

70 

71 

72 

73 

74 

to be delivered withm 24 or 48 hours, the notice may be delivered m wntmg by any other method specified herein and shall 

be deemed delivered 111 the same manner provided above for any responsive notice. 

ARTICLE XIII. 

TERM OF AGREEMENT 

This agreement shall remain m full force and effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject 

hereto for the penod of lime selected below; provided, however, no party hereto shall ever be construed as having any right, title 

or mtcrcst 111 or to any Lease or Oil and Gas Interest contributed by any other party beyond the term oftlus agreement. 

0 P.JlliPJL~{_g_"" _ _L So long as any of the Od and Gas Leases subject to tlus agreement remam or arc continued 111 

force as to any part of the C-ontmct Unit Area, whether by producuon, extension, renewal or otherwise 

• Opt1on-N0::::2-:-l1l--the---e'i'ettHhe----we~l---tlescftoed---tn---Att1ek----¥-l:-A,--f-an-y-su-bse<iuenr-WelHAlled---undef-tlny---pfOVt'.:ii-en 

oHhis-agreemcnt,-rcsults----m-thc-C--omplet1on-of-a---wcll-as-a-wcll-capablc-of-.produetion-of---01!-and/or-Gtts-1n-va-ytng 

qunnlities,--this--- ngr-eemenl------Shnll--continue--1n-for-c--e--so--long---as-any-sudt-----Well--is--capable--of:-.production,--nnd---for-nn 

ttd<l1t-ion1H---1)eftod ef days----t-heFettfi.ef;--provtded,--l1owe¥eF;--tf;---1}rtoF-------to--tke-------eK-ptfftlion--of----suel1 

add1t1onal-i1enod,-om.---0F---morc----of---thc-parti1...-s-h<.!reto----sr-c--cngagcd-----1n-drtUing-;--Rework1ng,--Dccpcn1n~,----5idctfaek1ng~ 

P.luggtng--Bnck,-testing---or-aHempt-1ng----to--C--omplete---of---Re-complete-----o------well--or----wells-her-eunder;----lh1s--agreement-shall 

oontintte---ttt--ft}R:e-unt-tl----suel1---0pefft{-t0tls-h~plete<l---ottd--t-f--pFOduet-ion----fesults--therefrom,---thts--agreeme-nt 

shall7.'0ttttnue--in-forc1...._as-prov1dcd-herc1n.-ln-tlu,,-----event---thc-wcl-l---d1...-scribt..--d-in---Articlc-¥I-A,--of--a~ubs1...-qu1...'flt--wcll 

drilled-hereunder,--resulls--in-a----<lry-hole,--ftnd-no--other------well--is----capuble---of-producing--Oil-nnd/of--Gas-from-the 

Gent-met---Aree~lw;----agreement---5halt----lemHnete-----unless-----<.IFtlltng;--Oeepen1n~detr-ttektng-;------C-omplettHit;--Re­

complct1ng,-Plugg1ng-llaek-or-R-cwor-k1ng--operations--are-commenecd--wtth1n-:::============"tt~rom---thc 

dute---o('......nbnndo11ment----0f-.--snid--well,--2.t\bnndonme11t--!!---fof-Such----purposes-----shnl-l---menn--eilhef-{t}----a-dec-is10n--by----nll--part-ies 

110Ho-eo1lducl-ftny---fufH1er-opem~1onr-0tl-tl1e--we~1i)---tHe---elaps-e--of---l..8-0....-ays-from--tl-.e----eenduet--of-ttny 

opcrntions--on·tlll..~ell,---wh1ehcver---fir~t--oecurs--

The tcrmmat1on of tlus agreement shall not relieve any party hereto from any expense, liability or other obligation or any 
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remedy therefor which has accrued or attached prior to the date of such tem1inat1on 

Upon termination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of tlus 

Operating Agreement has been filed of record, Operator 1s authorized to file of record m all necessary recording offices a 

4 notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon 

S request of Operator, if Operator has satisfied all its financial obligations 

6 ARTICLE XIV. 

COMPLIANCE WITH LAWS AND REGULATIONS 

A. Laws, Regulations and Orders: 

Tlus agrccnH .. 'lll shall be subject to the applicable laws of the state in which the C---ontract l'.1111 Arca is located, to the valid rules, 

IO regulations, and ordcts of any duly constituted regulatory body of said stale; and to all other applicable federal, state, 

11 and local laws, ordmanccs, rules, regulations and orders. 

12 B. Governing Law: 

I 3 This agreement and all mnUers pertaining herelo, including but not limited to mailers of performance, non-

14 pel'formance, bre;1ch, remedies, IJrocedures, l'ights, duties, and iuteqiretation or construction, shall be governed and 

15 determined by the h1w of the sh1te in which the C-ontrnet l1ni1 A1·ea is located. If the C-t>nh'flct Unit Area is in two or more states, 

16 the law of lhe state of ~l'\\ .Yk"\ll"U shall govern. 

17 C. Regulatory Agencies: 

18 

19 

20 

21 

22 
23 

24 

25 

26 

27 

28 

29 

JO 

Ji 

32 

33 

34 

35 

Nothing herem contained shall grnnt, or be construed to grant, Operator the right or authority to waive or release any 

rights, pnv1\cgcs, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or 

orders promulgated under such laws 111 reference to 011, gas and mineral operations, including the location, operation, or 

production of wells, on tracts offselting or adjacent to the Contrttct Unit Arca. 

With respect to the operations he,cunder, Non-Operators agree to release Operator from any and all losses, damages, 

injuries, chums and causes of acl!on arismg out of, mcidcnt to or resulting directly or 111d1rectly from Operator's mtcrpretation 

or 11ppltcat1on of rules, rulings, regulations or or<lcrs of the Department of Energy or Federal Energy Regulatory Commission 

or predecessor or successor agencies to the extent such 111terpretat1on or application was made 111 good faith and docs not 

constitute gross negligence Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of 

pro<luction or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such 

an incorrect interpretation or application, together with mterest and penalties thereon owing by Operator as a result of such 

mcorrcct mterprctat1on or applicat1011 

ARTICLE XV. 

MISCELLANEOUS 

A. 1-:xecution: 

This agreement shall be bmdmg upon each Non•Opcrator when this agreement or a counterpart thereof has been 

executed by such Non-Operator and Operator notwithstanding that tl11s agreement 1s not then or thereafter executed by all of 

the parties to which 1t 1s tendered or which arc listed on Exhibit "A" as ownmg an mtcrest m the f'ontnwt l1111t Area or which 

36 own, in fact, an 111terest m the Gontrnct L:1u1 Arca Operator may, however, by written notice to all Non-Operators who have 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

51 

52 

53 

'54 

55 

56 

57 

58 

59 

r,o 
61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

74 

become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but 111 no 

event later than five days prior to the date specified in Article VI.A for commencement of the lmhal Well, terminate tl11s 

agreement if Operator 111 its sole d1scrcllo11 determines that there 1s insufficient participation to justify commencement of 

drilling operations In the event of such a termmat1on by Operator, all further obligations of the parties hereunder shall cease 

as of such termination In the event any Non-Operator has advanced or prepaid any share of drilling or other costs 

hereunder, all sums so advanced shall be returned to such Non-Operator without 111tcrest In the event Operator proceeds 

with dnlling operations for the Initial Well without the executmn hereof by all persons listed on Exlubn "A" as having a 

current working mtcrcst m such we!!, Operator shall indemnify Non-Operators with resp1.-ct to all costs incurred for the 

Initial Well wluch would have been charged to such person under tlus agreement if such person had executed the same and 

Operator shall receive ;t!I revenues which would have been received by such person under thts agreement 1f such person had 

executed the same 

8. Successors and Assigns: 

This agreement shall be binding upon and shall inuie to the benefit of the parties hereto and their respective heirs, 

devisees, legal rcprescntal1vcs, successors am! assigns, and the terms hereof shall be deemed to run with the Leases or 

Interests mc!uded witlun the Contract· l lt111 Arca 

C. Counteqlal'ts: 

This mslrumcnt may be executed 111 any number of counterparts, each of which shall be cons1dcred an original for all 

purposes 

D. Scvcrability: 

For the purposes of assummg or rcJectmg this agreement as an exccutory contract pursuant to federal bankruptcy laws, 

tlus agreement shall not be severable, but rather must be assumed or rejected m its entirety, and the failure of any party to 

tl11s agreement to comply with all of its financial obl1gal!ons provided herem shall be a material default 

ARTICLE XVI, 

OTlll:ll PROVISIONS 

.-\ 1:1fl,..:t1\ell,._'.Y:'! lJf Ag_n,;..:1m·n1,(~111l1,.,;1 i,_ii'T(·mh 

l"l11. p,llll<:S h.:1c10.ig1,:,: that lllllll ~ll.:h 111\l<: a, th,: l!n11 A!c'IS:<."IU<:1\! lllllll/lll,_' th,: l,tlllb 11,.11.·d \11\ l·\h1b1t . .'\"" ui"ll\l.\,lb'<."c,"1\l<."lll l,;lj)l)JU\,:d b_\ lh,' !l\11(,!ll clr[.;111d 

~1,mag,:111,:111. th-: Fi:do.:1a! l11d1;m .\l11i,:1.1b Ufr,..:c. ;rnd !h..: 1'. .... 11 \k\1..:\1 011 ('on~..:11.111un ))111~1,,11. 1h1\ ,1~•1,:<.111.:1l\ "h.ill 11ot h<.:<.:l11ll<.: ,:lk<.:ll\<.: ln th..: <.:\1.'111 ;.u,.;h 

,1pp1111;il J" ,l!.:\<.'I g1;11ll..:d. tli..:111]11~ ,lfJ,:,:m.;111 ,h,dl ll..:d...:,:111cd mil! and 1,Hd11I• 111111,1 Tl11~;1g1..:,111..:11l ~h,1ll t\dl LI,: ,k..:rn1.·d to utll..:i 1uc1d1!_1 ,11\1 uCth..: LC:tllb ,uld 

..:u11dll1llll~ ol"th,: LJ111l i\l'lt:<.:ll!(lll OI [(l tdll\C: th( l,lmt Up,:1,llllf ul';rn1 ll~!hl \.)J ullli!_.:;1ullll ... -. .,1:ibli,hcd \llllk'r th,: L,111 Agl,'<.'l!l<:lll. a11d Ill ..::1.,,: c11",m_1 111(,)ll\l~l<.:ll(\ 

,11 rnnllJ(l b..:t\1..:1.·n th..: Urn1 .,\t.1L·1.,nc11l ;rnd 1111~ ,1g1<:L'1t1i:nt. th( l.1111l ,\_~1.:..:10..:nt sh,dl g\l\ ..:111 :--.ut1111l1i,t.u1d111!:', .in\ thrng Ill th1~ ,1g1..:rn1cn1 tu the: 1.unti.11_\. m th..: 

..:1 i..:111 orau~ L"011!11i.:1 b<.:1111.i:n 11,s: p1,111~1rnh l1r ,\111d...: l tlt1(1tith 1\1udi: }\ \" ur tl11~ .1L:11.<.1111.1\l .md the: p1u11~101h u1 11t1, . \u1i..:I..:; .\ \"l. 1h.:: p1011~1u1b of 1lu~ .\1ui..:k 

\\'I ~11.1ll ..:u111wl 

B l'nrn1l) l1rOp..:1a111 . .111, ll,11110111;1! .. 'Adb 
'.\io11111h~tam!ut~i Ar111.:k \'J L~h lH ,m1th111g ... 1~ ... - ill thb .1~:1i:1.·n1..:;nt tu th,: 1.,ll\!1,111. 11 1, ,1g11.1.·d th,11 ,,11~·1,: ,l I l,11vo111.d ,,1 ~1ull1-Llk1a! \\dl ~11h_1..:..;l lu lht~ 

agi..:..:111..:-111 h.is lii..:,:11 d11lkd 1,1 thi..: 0h1i:..:t1\,: !l11 m.iuun .u1d thL· \ 'rnb..:ntmg l',uti.,:!', l;mu,_il ;1g11.·..: upvn th1. ~lqu..:111....: .u1d 11111111g lir lu1 lhs:1 upi..:J,llltlll!', 1cg;11,h11g ~1~d1 

I lrn 110111al 01 t\lul11-Lit\1.1l \\'dl. th..: loli<l111ug d..:..:11011~ ~li.1ll u111uul m 11, ... - u1tk1 llr p110111_1 1.·1m111..:1;11..:d l,..:1..:,1lt..:1 

Pt1L'"h-t,1 !<...:,11.·hmi.: th1.·Ub1,:c1111.' l)qllh 
D11ll111g ,L \\di lll lh ob1i:..:t111.· d..:ptli ~l\.dl h,!I'-' ru~l ])11<.llll_l ,l\C:I ,11! (llh,:1 llP~'l,lllclll~ .il\J jl!l)l)\l~,lb 

West Esc.i\"ada U111t Opctalmg Agreement -18-

Commented [BMNl]: The "A" in all of the references to 
"Agreement" in this Other Provisions section should be lower case 
to be consistent with the rest of the agreement. 
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A.A.P.L. FORM 6l0- MODEL FORM OPERATlNG AGREEMENT - [989 

111 the ..:\ ..:111 tl1.il 1m11.:·1K·t1;1bk L'lllHlillrnb lll 111..:d1,m1..:al d1lfo.:ul11..:, plL'\ ..:nl IL',1L·h11\~', lhL· ob,1..:..:111..: ,kplh. a p1,lp0~,1I lo S1lk11.1..:h 11\ ,111 dfoit 

10 11:adl !h..: llhl<.:C:ll\ C: depth sh,11! 11:11 C jllllll ll~ 01,.;1 :l iJIO\llhal ll) ,HlL'llllll ;1 l \1mpklltll1 Ill.\ [01111,\lll)ll ,lli L\ld~ I c;i..:h..:d 

.\ll..:1 tla; Uh_1..cd11..: D..:pth ha:. b..:cll R..:,1d1cd 

.\11 ..:k..:uo11 lo k1..:k uuL and diill ;m .idd1t1on,1I Lat..:1;11111 Lhc ~;mw l1.l1.·;n1<.i11. 

\11 ..:ku1011 tu l'!ug llad. lh..: 11..:~lll.l Ji.11m,1\1,m lll J'.0111.:.ib,11..: th..: knm,1lJOll 1u 11]11,.,h ,I! ,H..:1.d 11.1~ d1tlkd. i1·111c1..: 1~ 11101..: th,lll rn1..: p1llpu~al 

lo Plug !),1..:k 1h.:: p1opu~.11 w l'lul(J\.id, t,.i lh..: 11C,\1 ,kcpc~t pr~~pLdl\C Lol\L tll l,.11111;111on ~11.111 h,11.: p11\lll\1 ,H..:1 a p1upth,1I Lll]lltl~\ h;id,, tu 

.i ~halll111..:1 ]llll~p..:cl11..: /011.: 01 ltHm;ll1u11 

,\n ckctton lo ~1d.:u;ich.: ,llld 

:\ll ..:k•c'\ltlll \l) plug ,mu ;ih;mdon ~.iid 11dl a~ jlWI id..:d !ll! !!l A!llc'k \'I [ 

It 1~ \llOIH,kd. hu11.:1i.:r. 1h,1t if at tltc 11111.: th.: l\111~.:111111:; P,11ll..:~ ,11.: cou~1,k1111~ .1111 ,11'1h.: alH11c .:k~t1tllb. 1h.: hok 1~ ll\ ~ud1 ,1 ..:011d1urn1 1h,n ,1 1 ... -.1~on.1b!~ 

p1udi.:ut Upc1;1101 11nuld 1101 cmuluct 111.: op1.:1;\l!on~ c'tlill."lllpl.11<.:d b~ th..: p;uti...ular t:iL'i.:11011 1111nhe·d 101 IC>!! o!'pl,1e·mi:: th<.· huk 111_1,:np,11d.1 rn lu,mg thi: huk 

p11ur l,1 (\impklmg th..:! 1011/0L\l,ll t\l :--.t111l1•l.a1.:1,il \\ .:II 111 th.: nb,1 ... ·cl11'c• lllllll,tllUft, ... u..:11 cli.:c·tmn .. 11:dl h..: clm1111.1t..:d i'1t1111p111-11111..:~ ll..:1..:ll\:1lffll..: ~i.:l ll111\i 

l l)pi:11ll~ll_-~.){_1gh\ (\l i'-l·-)111.l{,;1,;11.11..; 

Ill the <:1 t'lll ,lll\ i'-<tlll-0Jkllll,l\(ll lic.:ornt:~ OllC lnmd1c\l ,llld 11\1,.'!1\_1 \ 12\J) d.i_, .... ,kllll\\ll<:,\l UI\ jJ.l\ ll\Oclll or >llll JUl!ll lllli.:1..:~l bill111g .... \1.-..:pl Jui (\JI_\ jl.l~ lll<:I\L~ 1d.11cd 

lt) cha1l:l'--. un ;m_1 J<.lllll rnli.:1.:~1 b1llmg lh:a ~ud1 Nuu-Op-.c1,uo·1 h,1~ p1m 1d..:d 111H1..:a 110\1..:..: th,111h.:1 ,11i.: dbp11t1n~ 111 guexl laah. Opi.:t;l1Lll i~ ,rntl1ot1h·tl tu d.:du-:1 

0p.:1au11~ cl.l~l~ ;wd .:h.ug,:~ .1~~..:~~:1bk lo ~udi ~tll1-Up1..·1;llo1 ~~ pc·1m1tt..:d und..:r 1li1~ :1g1..:..:tllc'lll. :ind 1clll1l lcl ~11.,;h :'-0ll-Opc1,1tm IL~ 1i.:~p ... ·cu1v 11,.·L ~1i,11i.: of.mi 
p1u~1,.c1.b .11\1 LlHll;llJk ll) Ilic' 1111..:1 .:~l or !he i'.u11-Up.:1a1rn llClllS 1i.:Li.:ncd dllc'cll;i lwm ,rn \ !)\lie h,bi.:L, u1· p1e1du.:t1011 1111111 thi.: L !ll( . \le\! ,\l lilh:h llllle' ,1~ Ille 

cl..:lmqui:11c1 11,l~ ti,_,:u 1ixt11i.:1c\l ll;' Op1..1<n111. l)p1,.·1,1\ll! 111!! 1..:sl<.h..: hill p.1_11l\Clll tll"t..:1t1lllc~ Ill tl1i.: d.:l111qucnl i'-on-Opi.:1,1101 The· !lt'.l1l~ i.;1,mt,,;d,h.:1e11lllkr ~ha!! 

be· \.111-g<.llllLI ;1i1d l\l,1.\ hi.: ll\1111..:d ;it ,lll;' \Ill\.: \hat ;1 :\.lHl·Upi.:l,lllll I~ ddllll1U<:Jl1 t)ll \hc p,l\ 111..:111 llf_1u11\l Ulk'l..:,1 b1!1111g~ l'ltc' r,11i.:glllll!:\ !)101 bltll\ ~11.i!l 1llll d11111111~h 

,l!l~ uU)p,.1;1lll! ·~ 11~ihb cUl\l;lllli.:d \lllhlll _,\11J.;k \'llilll 

I) l·~-d~·r;il .111d_\l,l(<,: ·\d1111_t11::,l1,!ll\1ll 

Up<.1,1ll.H ~hall ,t.:l ;b th..: 1cp1e~c1ll<1ll1..: !'ut tl1i.: p,ull1..'" h<:1..:tu ..:u11cc1111ng <ill 1"1llll!;~ 1i.:qu11i.:d ll\ ;md hi.:,11rnp .illd p111c.:~·dmg~ ll..:iu1L ;i l·~·d,.·1,11 u1,\1.11,: 

.1dni1111~l1,1t11c hud1i.:, l\a,111gJm1,dt-:l1011 01..:1 !lie l,1\11.-\1..:a ;md ;ill ri.:,brnlabl..: 1.-·u"l~ ;ind i.:,pc·11~ ... ·~ 111<.:llllcd b.1 Op.:1al1)1, d11..:.:Ll.1 u1 !11 1~·t.:11li,rn oruul--.td..: 

pc1su1mi.:l m m.1krn1; ~u..:11 lilmg~ lll p.11~~·1p,1lllll' 111 '-ll<. liJii.:.u 111:~'- uJ piu..:..:c·,hll;_f• ~hall b..: p1tip..:1 ...:ha1gc~ ,Lg,1111,L th1,.•. ltHlll ,1.:i.:uum \olhlllg ~1i.:111 <:llnt,H11..:d sh.ill 

!ll\lhilul <ll\_l orth.: p.irt1..:~ 10 lhl~ :1g1..:..:mi:11l lt,llll p.ut1c1p;llllll_\ Ill ,lll\ ~u.:h h.:,1111'\g--. tll p1ui.:..:c:d1tl['.~ lll ll ... t}\\ll bi.:hal! ,!lld :ll lb \l\\l\ <.ll~l. i.:,1w:11 .. i.: :md ll~k. ~tl Inn:.-, 

.i, ~Lk'h pa1t~ dlli.:S l\\ll l.1k..: .m ,:d, i.:1 ,.: pu~1\lt11l l1l lh;1t bi.:111,_~ wl-.i:11 l11 th..: Opi.:1 ,ltlll ,i11 b.:hali"di'lh..: :.rn1 ·0pi.:1a\,11 ~ un1.k1 thh ;1~:1e·c·mc·111 

I. l.1m1\;H1llll ,111 ! )w1.i1:~·~ 

WIT! I RLSPl•C'rTo At'-. y 1)1'.-iPl,Tl. n.,\l:--.1. C()l :N J"U{l 'l,:\li\1. co:-,.: rl<.U\'Ll{\ y UR() rlll:R \1.\TJT.R'.-i 0111. '·('l..\l\!:-i"1 ,\JU\1\l1 BLT\\!·[·\ 'I Ill 

l'ART!l:S OUT t)F 01{ Rl·.l.Xl'l\Jl1 TO Tills :\tilU:1::,-.,11'.r--;T OR ·1·1 !L'. ~L ISJl.'CT ~I.Y!1'FIZ l ll:Rl'.UF. DI<.\,\, Y .-\l Ll.lil·.U llRL\CI ! Tl IL-.R!.Ol OR UI-' 

Till: Rl'.l.r\TIOI\Sl Ill' ll!'. l'\\'Ll.'~ rill Pr\lffll.\ ('IU:.\TLLJ l~Y rill.\ :\(.JtEn!Ll\ L L\T:--,. Tl IUl,(i! I so:--.n. U[{ .-\l.L 01· \l_ CH CL.\lr-.1\ :--.L\ Y ~LJI 

.\Oll,'\Jl) l:'j CO\JTR,\C'T. TORT. \\'A[{l{,.\.'rtY OR tHlll:IZ\\'l'.-it:. J,\("f./l})//\'c,". Ul'TY Ill D!:.\l. L\ l,OUD l·':\ITil OI{ U)~l•ll)l;~l'L\L 

IU·.L.-\TION'.-il Ill'. m;T ,\/'/('fl.Jc·.·!//.} /· . .\"('/.I,'/ 1/,\(; CLr\li\!S l~:\Sl:l) J;--.; \\'IH)LE Ol{ Ii'- l':\IU' u:--.. l·RN·D Ol( 11.-\l)-l.-. .\J 11! 1)1:.\Ll.~L.i. ,\,() P:\RTY 

:-ill:\LL l:\'l:I\ LH. L!:\IILL f·UIZ l·.\l·).!!11.:\RY l'l 1/\..-\Tl\'L. ('Cl,\,.'il'.C,1L1l:.VI L\L Sl'l·C'L-\L. l:"<Cl])l'.:---.T.-\1., \,';!)\RIFI UR Ul"lll.l{ ..... l\llL.\[{ 

OAr-.1:\(iL'.S. J:-..1CUIDl:\1(i LOST PIWF!TS. BUSli\l:S~ IN l'J'.Rl{llPT!Oi'\ 01\·LOSS OF OPPORTU:\llY \\'111.'. l'lll:R Sl,C"I! D:\:--.1:\(JE~ Al<.l-. Cl.:\L\\U) 
Lf\.DLR n1u:At'II OFCUi\'l R:\'l'"l, lSRl::\CJI 01· \\':\Rl{.\t'-.TY ·1u1<. l UR At'-.Y Orlll.R lllU)l{Y l)l{ (. 1\L'.'-,E UI-' :\l riur-. t\·1 l.1\\\' UR I\ H)l,I l'Y 

nil Ui\l!T,\Tlu:-.:-i It'-. ·1 Ill\ l'.\l\:\ldC\l'I! ,\l{l· l':\tn ()I· Tl!!' ,\1.\'l l Rl.\L lL\l{lj,\\\i'.D-l·OR l ():\.\![)] IC\TI(),\,' !·UR l'Vrt:l{INl; ]'.\TO ll\l\ 

.\(i!ZLl·.:--.11_:-,;1 

I· J~i1ud~·1 01· Llnll ,1ml l~u~1l!ll~ 111· l 1;11~..:huld 

!I~ i.:,e~llllllL'. till\ ;1L\1i.:.:mi.:I\\. ,ind upon Lhc· llll1..:,n1 u1· L11\d r-.lall,,si.:111..:nl. 1l1i.: l·.:di.:1;11 lndl,lll ,\h11~1,1l, U!!'i...:..:. ,111d th..: \i.:11 \k,1u1 Oil c·uu,-.:11,lllllll lJ111~1u11 

,ippr<11,1l ol" th..: ll111l ,\g1.:<:m..:111. i.:.ich p,lll~ l1i.:1d1~ _11i11b the' D1il!mg l,n1t<~) and ptiuls lh<.:JI Lt .. ..:llllld 11,11k1nt: mt.:ri.:~b 1111h111 th..: l 'ml ,\1,.;1 llllll lhi.: D1illJ!lL' 

l,'llllhl. 1 he· D1illll\~' Un1l(~l 11111 ~tJlbl,l ur,11! ,,r ,l !H.lll11lll ol'thi.: l,:;1~..:h,,ld 11od,11lt'. 111lc1..:~b ih,il .1,.: di.:~.:11h..:d !ll l \lt1h1t .\' !ii.:ii.:tu 

l 1 (\iu~llu~·\1011 

rl1l: p.u11..:~ hc·t<.'lll lt11lhi.:1 .id,11u11k,1!._'.c ,111d ,igtc'..: that i:.ich h;i:, h:1d tl1c· upplllttll1/l1 Lu ~u1t111\iut..: lo the· d1al11111: \,1· th1~ ,1~:1-.:..:mcnt l\I nppl)lltlll1t1 lll h,1,1..: 11 

IC\ 1c11~·d b~ II~ l..:ral ~·uun~i.:I. 1h ... ·1di.111..'. tl1..: 11:11[1<.:,\ ;1i:1 l'.: th,ll Ill till: i.:1 i:nl or .l th;,pu1i.: u1i.:1 th..: lll<.:,Ullllc'.. 01 ,1ppll~,tliclll llr 1111~ ,1s1..:i.:1Hc'lll. ll ~11,lll ti.: Ctlll~\J\lc"d ;1~ 

11" ..:w,:lt p,1111 p,u IJC1pa1..:d i.:qu;ill~ 111 th1,.• p1..:pa1.it11.)ll .ind d1:irtrng \Jf lhb .ig1cc·1n~·nt 

I l l,-1111 \1,·a -\dJ11~1m1,·llt, 

·1 h,: ~1,i.: urthc· l 11111 .-\1,.,1 .,h.il! u.it h.: -:t>1\l1 a.:L.:d t,1 .;\p.111,kd ,ib:,~•11( 1111\ti.:11 -.,m,.:11\ ul" ,di [l,1111 ... ~ hi.:1.:1u. 11 lllcl1 ... U11~ ... ·nt ~11,111 nut b..: urn ... .i~.in,1bh 11111\h,.·l,l. ;md 

<1pp101 al of 1hi: Bu1, . .iu or L:i11d \!.111,is.:m..:nL thi.: F.:di.:1,il l11d1a11 \lm.:1,d~ O!Tici.:. ,md the· ;._,..,,11 .\k,1co Oil ( '011~..:11 a!lll1l U111~1011 

! _ \~\lJ.:._\l\lll"lll ,md '-Jolh,:\' !,_li" .-\~\IL:,lllll1,.'ll1 

No a.\--.l!!lllll<.'11\ t,i lllii..:r 11,Ubkl Ul t11~110~111un ,ir di\ llll<.'.l<.:~l ~11h1c'd 1<.l \lib Upi.:1.Jllllj_' :\~•11..·..:111..,'Jll ~Ii.ill Ii.: ..:!J'..:.:111,.; ,h LU Upi.:1a\ul lll 11\1..· oth.:i p,11\li.:~ hi.:1..:10 lllllll 

th..: (:t) ()p,.·i;lllll lCl'.(11 ..:~ ;u\ authi.:11\l(,1t..:d ClllJ.1 uftl1c; ll\~ll llllli.:lll i:1 llkl!-'lll[\ ~ui.:h .1~~1g11111i:ill. 11,llhkt lll d1~pu~ll1011 .• rnd ( l;) lhc· pc'btll\ 1,,;1,.~'l\ JI\~! .~u(li ,1~~1::1111\,:J\I 

11amks or d1~pt1slt1011 h:is b.:..:ollli.: t1bligai..:d h1 111q1 u1ui.:111 l\l nli~i.:11 ,.._ 11~·1 lo1m .ind b,.· buuml ti_, :ill llflh..: (l)\ ..:11,rnt~. 1..:1 nb ,lll,l cuii.1111011~ lit' 11\1~ al',l <.:1,.'l\1i.:111 1'1101 

Lo ~u.,;11 d,11.:. ni.:1th<.:1 llp-.:1,ll<.11 llcJ1 iUI.' olhc'l p,u\.1 ~h,111 b..: t<:ljllllcd ld 1i.:1..llc',llll.: ~u ... h .i~~ll'.1\lll.:Bl. ll,11\~l'..:! llJ di\))0~1\1011 1lll ,lll\ pllljlll~.,; but 111.11 ~<.Jl\llllU<.:: l\l 1k.1l 

.:\dl!sl\..:h 1,11h the· pa1t1 ta.ikm:_i '-w,;11 ,l'-~1g1un..:nl. u.m~k1, ell di.,pu~1l1011 111 .di 1h;11l..:1~ m1,kr 1!11~ Upi.:1,ll111g :\g1c·i.:1u.,·1n m..:lttdin~ bilhnt:~ .'-u ib~11:1uuc·111 ur 

othi.:r 11,111sk1 ,lr d1spo~1\lllll or au mt.:r..:~l ~ttb,1..:..:1 [\) Lin~ Op.,;1at111:; .-\gi..:.:111-.:111 ~lta!l 1..:lic'1 ., .• 1 pi11 t 1 ,1 i' 1b ubl1;•:\l1un ;ir-:1 u.:d p11u1 tu the' dT.:-:t11..: d:11..: or "11.,;h 

:b~ll,:lllll<:ll\ \ll \l,llhkl hu lllcl, Ile) .b~lglllll<.'ll\. ll>lll~kl tll l)!h..:1 dl'-Pll ... llltlll ~h;1ll r~·lii.:1 <.: ,111_1 p,ll 1:, u1' ll>, l!.1bil1t1 !rn lb ~h.11,.; ur ... o~ll, ,llld S:\jlc'lbC:~ II h1.:11 lll,ll 

IK' lll(llll'-\l 111 .111_1 t,p..:t,llltH1 Ill 11111<.:h ~u.,;h p,lt(\ il.1~ p1i.:11uu,.l1 .ig1i.:..:d u1 i.:ul\~i.:mi.:d p1a,1 ltl th..: .:!kcllli.: d,1\..: ol ~tldl :1~~1gmu,.;111 m l1.111~1i.:1, llll thi.: d1illmt; 

t,:>,(lllL\- wrnpktm~ and <:q111pprn:'.. 1i.:1Hllk111~. h,.:umpkllug. ,1d.:-u;i.,;km~. lkcpclllllF, pluL~L'.llle',-b,d,. <1! plul'g111~'. ,111d ;1b,111dlllllll~ lll.,1 11.:!l .:1cl\ thuu~h ~u..:h 

.ipc1,1w.11h ,11..: p~·t frn m..:d a!t,:1 ~,lld cl'k..:111.: d,tt... \llb\i.:<.l hu11.:1 er l\\ ,u.,;li p,ut:, ·._ 1 it!hl to i.:kt:t l\t\l \l1 p,1111c1p;1l<.· m cu111pk11u11 ,1p~1,1t1c111~ mit p1.:11,n1~l1 clllbc'lll..:d 

'" 
J C)p..;1;11,,i ~ l<tght \\1 \\'11hh,1ll1 \\di lnh,111n;1lHH1 h,11 I'.\\\ 1111..; Jo1111 ln\-:1~·,1 il!ll1llt> 

lLrn~ pa1 l~ \ll 1h1~ Upi.:1.11mi: .\l'.I c'<:lll.:lll ~hall J:ul lu pa1 1b ~hillc' ofc·,1,t» .ind ,.·,pi.:11.\c.~ 111<.1u1 i.:d ;u1d 01 i',111., tll !hl~ .111~ .i1h ,11\,.;,: 1u1 lli~'i.: ,b p1e11 11kd !rn !1l \t11d~· 

VI! l' lie·ii.:m l(u ..:ll--.L Ill be 111<.:U11i.:d rn c)p..:1.111.iu~ ofth..: t:111t .-\1..:,1101 .i p..::11,ld lHli.: hund1..:d ,ual 111..:111~ \ 12lll d,11~ l'rnm tit..: d,11..: u!'ti.:.:i.:ipt l1rOp.,·1.n\11 ~ 11\1l11..:..: 

th.:1...:fo1..:. Opi.:1.1101 111a;' nott!\ thi.: .iffi.:ctcd p;in~ of its d..:J;wll b;' .,;..:111!"1cd 111;111, 1..:t11111 1.:1....:ipt icqui.:~t.:d. ;md 11\u..:h pa1t1 J:ub 10 <.Ille' the· dd;ndt 11Hh111 k!l \ l\l) 

d:11~ filim thi.: d,ll~ ul" 1i.:,.;.,·qH orup~·1,1to1·~ 11011..:..: In p,i1m.:n1 111 !'1111 ,i1·t11..: 1111L>1.:~" 1l11 l1p~·1.111111! co~t:, 11h11..h h,11i.: hi.:~11 ,h1..: !01 rnm-.: th:m tlwl1 1.,111 d,11~. ,H 
Up..:1alt11 ·,. ..:kc'l1011. th.: ,Llk.:tcd pa11~ ~l\;i! I he• d~\.·1ned 111 1mJ1-.:rn1.,.:llt ~l.1tu., ,md rrn ,1~ !one'. ,b th..: :llkd.:d !)>ll l~ 1 i.:111.1111, Ill d..:1.iul\ the 1 ~h,11! h,11 i.: 110 lm\h,;1 

ilcL·,.::.:. Ill th..: U11ll :\1i.:.1 1ll 111fo1m;ll1011 t1btau1.:tl 111 cuuni.:i.:11011 1\llh opi.:1.Ltll\lh hc1i.:11ud~r ,md ~lt;lll 11\,t h.: i.:n111kd tu 101..: on .m~ 1n.ill..:1 hi.:1.:a1. ,h l.1nr .1~ tht· 

1111t11i.:c~ icm:llll tmp,ud Tlu~ 1i.:mcd.1 ~h.111 lie 111 ;iddl\1e111 10 .m~ ;111-i ,1!! ulh<.1 1..:m..:dk''- p1tn 11li.:d ll11 111 th1~ .1,..,1i.:i.:111c'lll 111dud1lll! bu1 !l\ll l11Hlk,l lo Up..:1all11 ·~ ll~ill 

lo \<.:\-ulf ,!\Hh11 ll..:l Olll 1.:1 c·nu..:, ,ll\d 11ghl \0 lik l1i.:n~ 

f..:. lk:1d111::~ 

1"11i.: d..:,-.:11p\11..: !1c,1d111~:--. u~.;d 111 1h1~ Up.;1.tL111:: \c•1 c~l\1-.·1\l ,ui.: i',u ~,u1, c111~11~c· uni~ ;w.! 11 ill 11,)l !h. ds:-.'lllcd 10 .ii k~ ! tJ1,. lllc,llllll:: ,11' 111,: l!p..:1.1t111:: \~'.I c:..:111.:1n 

l, .1...·~llll!\l(ll\~'111\11\ \1(( )p.,;1,!ll\lll' 

,'\ol\\1ll1~l.llldlllg .i111th1n~'. 111 ·\111<.:k \'I I} lll \h~ ~ullll,111. l)pci,ll•H \ i.:k.:t1.i11 lll l'.Ulllll\<.11<.'-' u11-.1.111011~ piisll I\\ ,111.J d111111~: 1h~· ,,,11.:c l'.:1wd (i~H\1-~1~:lil (-IX) 
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14 
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A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989 

IN WITNESS WHEREOF, subject to the provisions of Article XVl(A), this Agreement shall be effective upon approval by 
the Bureau of Land Management and tl1e Federal Indian Minerals Orlice, but shall be deemed to have been executed by all 
Parties as of this 15th day of July, 2015 ("Execution Date"). 

_G.!!ill!Lino l\c..,ourc1.:~ I l.C who has prepared an<l circulated this fonn for execution, represents and warrants 

that the form was printed from and, with the exception(s) listed below, is identical lo the AAPL Form 610-1989 Model Form 

Operating Agreement, as published iu computerized fonn by Fonns On-A-Disk, Inc. No changes, alterations, or 

modifications, other than those made by strikethrough and/or insc11ion and that arc clearly recognizable as changes in 

Articles _I, II, Ill, I\",\". VI, VII, \'Ill,\, \111_ \I\" ,111d \\"---------~ , have been made to the form. 

16 ATTEST OR WITNESS: 
17 

OPERATOR 
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47 
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Wcsl Escrl\nda Unit OpernLIJ\g Agreement 

Vice President 

Title _________________ _ 

Date _________________ _ 

Tax ID or S.S. No. ____________ _ 

NON-OPERATORS 

13y ------------------

Type or print name 

Title 

Date 

Tax ID or S.S. No. ____________ _ 

13y -------------------

Type or print name 

Title ________________ ~ 

Date _________________ _ 

Tax ID or S.S. No. ____________ _ 

13y -------------------

Type or print name 
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Title _________________ _ 

Date _________________ _ 

Tax ID or S.S. No. ____________ _ 

By 

Type or print name 

Tille _________________ _ 

Date _________________ _ 

Tax ID or S.S. No. ____________ _ 
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A.A.l'.L. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989 

ACKNOWLEDGMENTS 

Note: The following forms of acknowledgment arc the short fonns approved by the Unifonn Law on Notarial Acts. 

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

Individual acknowledgment: 

Stale of _____ _ 

) SS. 

8 County of _____ _ 

This instrument was acknowledged before me on 

10 ____________________ by ___________________ _ 

II 

12 (Seal, if any) 

13 Title (and Rank) _____________ _ 

14 My commission expires: __________ _ 

15 

16 Acknowledgment in representative capacity: 

17 Stale of Colorado 

18 ) ss. 

19 City and County or Denver) 

20 This instrument was acknowledged before me on 

21 

22 

23 

24 

l'lo.lj 7 , 20, <,; "' """'"""""".,Ore,.,,~'~ s~ 
(Scal,ifany) ~~ ~~~ 

COURTNEY CHRISTINE SQUIRE ~rA- ? ~ ':., 
NOTARY PUBLIC Titlc(andRank) v,4 \>-..~ 

STATE OF COLORADO Myconunissioncxpircs: q I 29 (2 \ 
NOTARY ID 20174040656 

25 MY COMMISSION EXPIRES 09/29/2021 

26 State of ______ _ 

27 
) SS. 

28 County of _____ _ 

29 This instrument was acknowledged before me on 

JO ____________________ by ___________________ as 

31 ______ of 

32 

(Seal, if any) 
33 

Title (and Rank) _____________ _ 
34 

My commission expires: __________ _ 
35 

36 

37 

Wcsl Escava<la Un1L Opc1ati11g Agrccmc11t • 23 · 
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Stale ol' 

) ss. 

County or 

4 This instrument was acknowledged before me on 

by as 

6 of 

(Seal, if' any) 

Title (and Rank) 

My comn1ission expires: 

10 

State or 
II 

12 
) 55. 

13 
County of 

14 
This instrument was acknowledged before me on 

by as 
15 

of' 
16 

17 
(Seal, ii' any) 

18 
Title (and Rank) 

19 
My commission expires: 

20 
State of 

21 
) 55. 

22 
County of' 

23 
Thts instrument was acknowlcdgc<l before me on 

24 
by as 

25 
of 

26 
(Seal, if any) 

27 
Title (and Rank) 

28 
My commission expires: 

29 

JO 

31 

)2 

33 

34 

35 

36 

37 
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EXHIBIT "A" 

Attached to and made part of that certain Unit Operating Agreement covering the West Escavada Unit, 
Sandoval and San Juan Counties, New Mexico, dated the I st day of August, 2017 by and between Enduring 

Resources, LLC, Operator, and the Signatory Parties thereto, Non-Operators. 

1. UNIT AREA: 

Township 22 North-Range 7 West: 
Section 7: S/2 
Section 8: S/2 
Section 17: ALL 
Section 18: ALL 
Township 22 North- Range 8 West: 
Section 12: S/2 
Section 13: ALL 
Sandoval and San Juan Counties, New Mexico 
Containing 2,886.42 acres, more or less 

2. DEPTH RESTRICTIONS: 

This Agreement shall be limited in depth from the top of the Mancos Formation at a 
depth of 3,858 feet down to the stratigraphic equivalent of the base of the Greenhorn 
Limestone formation at a depth of 5,695 feet as encountered in the Fulton 1 well 
located in Section 31, Township 23 North, Range 7 West, N.M.P.M. (API # 30-043-
05164). 

3. PARTIES TO AGREEMENT WITH ADDRESS, TELEPHONE AND FAX 
NUMBER FOR NOTICE PURPOSES: 

WPX Energy Production, LLC 
P.O. Box 3102, MD 25 
Tulsa, OK 74101-3102 
Phone: 539-573-4834 
Email: delio.silvestri@wpxenergy.com 

Enduring Resources, LLC 
511 - 16th Street, Suite 700 
Denver, CO 80202 
Phone: 303-573-1222 

Cat Spring Properties, LLC 
P.O. Box 1557 
Sealy, Texas 77474 
Phone: 979-877-0200 

Enduring Resources IV, LLC 
511 - 16th Street, Suite 700 
Denver, CO 80202 
Phone: 303-573-1222 

4. PERCENTAGE OF FRACTIONAL INTERESTS OF PARTIES TO THIS 
AGREEMENT: 

WPX Energy Production, LLC/ 
Enduring Resources IV, LLC 

Enduring Resources IV, LLC 

Cat Spring Properties, LLC 

97.0379% 

2.1826% 

0.7795% 

5. OIL AND GAS LEASES AND/OR OIL AND GAS INTERESTS: 

West Escavada Unit Operating Agreement 



1. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

2. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

3. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

4. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

5. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

6. Lease Number: 
Effective Date: 

West Escavada Unit Operating Agreement 

NO-G-1312-1818 
December 17, 2013 
Heirs of TA-BE-MA 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 

Section 7: Lots: 3, 4, E/2SW/4 
Containing 161.94 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1312-1817 
December 17, 2013 
Heirs ofWIL-YON-BEGA 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 
Section 18: Lots 1, 2, E/2 NW /4 
Containing 162.16 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1312-1819 
December 18, 2013 
Heirs of BE-KIS-HO-LONEY 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 

Section 18: Lots 3, 4, E/2SW/4 
Containing 162.32 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1312-1803 
December 10, 2013 
Heirs ofNAH-TAH-SOSA 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 

Section 18: NE/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1311-1801 
November 15, 2013 
Heirs of BLE-SKLEN-BEGA 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 

Section 18: SE/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1311-1805 
November 16, 2013 



Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

7. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

8. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

9. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

I 0. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

11. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

West Escavada Unit Operating Agreement 

Heirs ofNAH-TAL-SE 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 
Section 8: SW/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1311-1804 
November 13, 2013 
Heirs of NAH-DES-GOOD 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 
Section 17: NW/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1311-1806 
November 16, 2013 
Heirs of BITS-ER-KU 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 

Section 8: SE/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1311-1802 
November 15, 2013 
Heirs of HAH-PAH 
WPX Energy Production, LLC 
Township 22 No11h, Range 7 West, N.M.P.M. 
Section 17: NE/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NO-G-1312-1807 
December 10, 2013 
Heirs of UP-PI-HA 
WPX Energy Production, LLC 
Township 22 North, Range 7 West, N.M.P.M. 

Section 17: SE/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.67% 

NOOC-1420-5382 
August 23, 1974 
Heirs of UP-Pl-HA 
Dugan Production Corp. 
Township 22 North, Range 7 West, N.M.P.M. 

Section 17: SW/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
5 years 
16.667% 



12. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

13. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

14. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Prima1y Term: 
Royalty: 

15. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

16. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

17. Lease Number: 
Effective Date: 

West Escavada Unit Operating Agreement 

NMNM-6680 
July 1, 1968 
United States of America 
Dugan Production Corp. 
Township 22 North, Range 7 West, N.M.P.M. 

Section 7: SE/4 
Containing 160.00 acres, more or less 
Sandoval County, New Mexico 
10 years 
12.50% 

NMNM-117143 
December 1, 2006 
United States of America 
Over the Hill Land Services, LLC 
Township 22 No11h, Range 8 West, N.M.P.M. 

Section 12: SW/4 
Containing 160.00 acres, more or less 
San Juan County, New Mexico 
10 years 
12.50% 

NO-G-1419-1984 
October 31, 2014 
Bureau of Indian Affairs 
Betterit Land & Title Holding Company, LLC 
Township 22 North, Range 8 West, N.M.P.M. 

Section 12: SE/4 
Containing 160.00 acres, more or less 
San Juan County, New Mexico 
5 years 
20.00% 

NO-G-14 I 9-1995 
December 10, 2014 
Bureau of Indian Affairs 
Betterit Land & Title Holding Company, LLC 
Township 22 North, Range 8 West, N.M.P.M. 

Section 13: NW/4 
Containing 160.00 acres, more or less 
San Juan County, New Mexico 
5 years 
20.00% 

NO-G-1419-1997 
December 10, 2014 
Bureau of Indian Affairs 
Betterit Land & Title Holding Company, LLC 
Township 22 North, Range 8 West, N.M.P.M. 

Section 13: NE/4 
Containing 160.00 acres, more or less 
San Juan County, New Mexico 
5 years 
20.00% 

NO-G-1403-1937 
March 18, 2014 



Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

18. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

6. BURDENS ON PRODUCTION 

Bureau of Indian Affairs 
Betterit Land & Title Holding Company, LLC 
Township 22 No11h, Range 8 West, N.M.P.M. 

Section 13: SW/4 
Containing 160.00 acres, more or less 
San Juan County, New Mexico 
5 years 
16.667% 

NO-G-1419-1998 
December 10, 2014 
Bureau of Indian Affairs 
Betterit Land & Title Holding Company, LLC 
Township 22 No11h, Range 8 West, N.M.P.M. 

Section 13: SE/4 
Containing 160.00 acres, more or less 
San Juan County, New Mexico 
5 years 
20.00% 

Those burdens filed of record as of the Effective Date of this Agreement. 

7. PLAT 

West Escavada Unit Operating Agreement 
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EXHIBIT II C" 
ACCOUNTING PROCEDURE 

JOINT OPERATIONS 

Attached to and made part of that certain Operating Agreement dated the I st day of August 
2017 by and between Enduring Resources, LLC, Operator, and the Signatory Parties thereto, Non­
Operators. 

I. GENERAL PROVISIONS-ACCOUNTING PROCEDURE 

IF THE PARTIES FAIT, TO SELECT EITHER ONE OF COMPETING "ALTERNATIVE" 
PROVISIONS, OR SELECT ALL THE COMPETING "ALTERNATIVE" PROVISIONS, 
ALTERNATIVE 1 IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE BEEN 
ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE 
NOTATION. 

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

1. DEFINITIONS 

All terms used in this Accounting Procedure shall have the following meaning, unless otherwise expressly 
defined in the Agreement: 

"Affiliate" means for a person, another person that controls, is controlled by, or is under common control 
with that person. In this definition, (a) control means the ownership by one person, directly or indirectly, 
of more than fifty percent (50%) of the voting securities of a corporation or, for other persons, the 
equivalent ownership interest (such as partnership interests}, and (b) "person" means an individual, 
corporation, partnership, trust, estate, unincorporated organization, association, or other legal entity. 

"Agreement" means the operating agreement, farmout agreement, or other contract between the Parties 
to which this Accounting Procedure is attached. 

"Controllable Material" means Material that, at the time of acquisition or disposition by the Joint 
Account, as applicable, is so classified in the Material Classification Manual most recently recommended 
by the Council of Petroleum Accountants Societies (COPAS). 

"Equalized Freight" means the procedure of charging transportation cost to the Joint Account based 
upon the distance from the nearest Railway Receiving Point to the property. 

"Excluded Amount" means a specified excluded trucking amount most recently recommended by 
COPAS. 

"Field Office" means a structure, or portion of a structure, whether a temporary or permanent installation, 
the primary function of which is to directly serve daily operation and maintenance activities of the Joint 
Property and which serves as a staging area for directly chargeable field personnel. 

"First Level Supervision" means those employees whose primary function in Joint Operations is the 
direct oversight of the Operator's field employees and/or contract labor directly employed On-site in a 
field operating capacity. First Level Supervision functions may include, but are not limited to: 

Responsibility for field employees and contract labor engaged in activities that can include field 
operations, maintenance, construction, well remedial work, equipment movement and drilling 

Responsibility for day-to-day direct oversight of rig operations 

Responsibility for day-to-day direct oversight of construction operations 
• Coordination of job priorities and approval of work procedures 

Responsibility for optimal resource utilization (equipment, Materials, personnel) 
Responsibility for meeting production and field operating expense targets 

Copyright© 2005 by COPAS, Inc. 
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Representation of the Parties in local matters involving community, vendors, regulatory agents 
and landowners, as an incidental part of the supervisor's operating responsibilities 
Responsibility for all emergency responses with field staff 

Responsibility for implementing safety and environmental practices 
Responsibility for field adherence to company policy 
Responsibility for employment decisions and performance appraisals for field personnel 
Oversight of sub-groups for field functions such as electrical, safety, environmental, 
telecommunications, which may have group or team leaders. 

"Joint Account" means the account showing the charges ·paid and credits received in the conduct of the 
Joint Operations that are to be shared by the Parties, but does not include proceeds attributable to 
hydrocarbons and by-products produced under the Agreement 

"Joint Operations" means all operations necessary or proper for the exploration, appraisal, development, 
production, protection, maintenance, repair, abandonment, and restoration of the Joint Property. 

"Joint Property" means the real and personal property subject to the Agreement. 

"Laws" means any laws, rules, regulations, decrees, and orders of the United States of America or any 
state thereof and all other governmental bodies, agencies, and other authorities having jurisdiction over 
or affecting the provisions contained in or the transactions contemplated by the Agreement or the Parties 
and their operations, whether such laws now exist or are hereafter amended, enacted, promulgated or 
issued. 

"Material" means personal property, equipment, supplies, or consumables acquired or held for use by 
the Joint Property. 

"Non-Operators "means the Parties to the Agreement other than the Operator. 

"Offshore Facilities" means platforms, surface and subsea development and production systems, and 
other support systems such as oil and gas handling facilities, living quarters, offices, shops, cranes, 
electrical supply equipment and systems, fuel and water storage and piping, heliport, marine docking 
installations, communication facilities, navigation aids, and other similar facilities necessary in the 
conduct of offshore operations, all of which are located offshore. 

"Off-site" means any location that is not considered On-site as defined in this Accounting Procedure. 

"On-site" means on the Joint Property when in direct conduct of Joint Operations. The term "On-site" 
shall also include that portion of Offshore Facilities, Shore Base Facilities, fabrication yards, and staging 
areas from which Joint Operations are conducted, or other facilities that directly control equipment on the 
Joint Property, regardless of whether such facilities are owned by the Joint Account 

"Operator" means the Party designated pursuant to the Agreement to conduct the Joint Operations. 

"Parties" means legal entities signatory to the Agreement or their successors and assigns. Parties shall 
be referred to individually as "Party." 

"Participating Interest" means the percentage of the costs and risks of conducting an operation under 
the Agreement that a Party agrees, or is otherwise obligated, to pay and bear. 

"Participating Party" means a Party that approves a proposed operation or otherwise agrees, or 
becomes liable, to pay and bear a share of the costs and risks of conducting an operation under the 
Agreement. 

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

"Railway Receiving Point" means the railhead nearest the Joint Property for which freight rates are 
published, even though an actual railhead may not exist. 

"Shore Base Facilities" means onshore support facilities that during Joint Operations provide such 
services to the Joint Property as a receiving and transshipment point for Materials; debarkation point for 
drilling and production personnel and services; communication, scheduling and dispatching center; and 
other associated functions serving the Joint Property. 
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"Supply Store" means a recognized source or common stock point for a given Material item. 

"Technical Services" means services providing specific engineering, geoscience, or other professional 

skills, such as those performed by engineers, geologists, geophysicists, and technicians, required to 

handle specific operating conditions and problems for the benefit of Joint Operations; provided, 

however, Technical Services shall not include those functions specifically identified as overhead under 

the second paragraph of the introduction of Section ill (Overhead). Technical Services may be provided 

by the Operator, Operator's Affiliate, Non-Operator, Non-Operator Affiliates, and/or third parties. 

2. STATEMENTS AND BILLINGS 

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share 
of the Joint Account for the preceding month. Such bills shall be accompanied by statements that identify 
the AFE (authority for expenditure), lease or facility, and all charges and credits summarized by 
appropriate categories of investment and expense. Controllable Material shall be separately identified 
and fully described in detail, or at the Operator's option, Controllable Material may be summarized by 
m~jor Material classifications. Intangible drilling costs, audit adjustments, and unusual charges and 
credits shall beseparately and clearly identified. 

The Operator may make available to Non-Operators any statements and bills required under Section 1.2 
and/or Section L3.A (Advances and Payments by the Parties) via email, electronic data interchange, 
internet websites or other equivalent electronic media in lieu of paper copies. The Operator shall provide 
the Non-Operators instructions and any necessary information to access and receive the statements and 
bills within the time frames specified herein. A statement or billing shall be deemed as delivered twenty­
four (24) hours (exclusive of weekends and holidays) after the Operator notifies the Non-Operator that 
the statement or billing is available on the website and/or sent via email or electronic data interchange 
transmission. Each Non-Operator individually shall electto receive statements and billings electronically, 
if available from the Operator, or request paper copies. Such election may be changed upon thirty (30) 
days prior written notice to the Operator. 

3. ADVANCESANDPA YMENTSBYTHEPARTIES 

A. Unless otherwise provided for in the Agreement, the Operator may require the Non-Operators to 
advance their share ofthe estimated cash outlay for the succeeding month's operations within fifteen 
(15) days after receipt of the advance request or by the first day of the month for which the advance 
is required, whichever is later. The Operator shall adjust each monthly billing to reflect advances 
received from the Non-Operators for such month. If a refund is due, the Operator shall apply the 
amount to be refunded to the subsequent month's billing or advance, unless the Non-Operator sends 
the Operator a written request for a cash refund. The Operator shall remit the refund to the Non­
Operator within fifteen ( 15) days ofreceipt of such written request. 

B. Except as provided below, each Party shall pay its proportionate share ofall bills in full within fifteen 
( 15) days of receipt date. If payment is not made within such time, the unpaid balance shall bear 
interest compounded monthly at the prime rate published by the Wall Street Journal on the first day 
of each month the payment is delinquent, plus three percent (3%), per annum, or the maximum 
contract rate permitted by the applicable usury Laws governing the Joint Prope1ty, whichever is the 
lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid 
amounts. If the Wall Street Journal ceases to be published or discontinues publishing a prime rate, 
the unpaid balance shall bear interest compounded monthly at the prime rate published by the Federal 
Reserve plus three percent (3%) per annum. Interest shall begin accruing on the first day of the month 
in which the payment was due. Payment shall not be reduced or delayed as a result of inquiries or 
anticipated credits unless the Operator has agreed. Notwithstanding the foregoing, the Non- Operator 
may reduce payment, provided it furnishes documentation and explanation to the Operator atthe time 
payment is made, to the extent such reduction is caused by: 

(I) being billed at an incorrect working interest or Paiticipating Interest that is higher than such Non­
Operator's actual working interest or Pa1ticipating Interest, as applicable; or 

(2) being billed for a project or AFE requiring approval of the Parties under the Agreement that the 
Non-Operator has not approved or is not otherwise obligated to pay under the Agreement; or 

(3) being billed for a prope1ty in which the Non-Operator no longer owns a working interest, 
provided the Non-Operator has furnished the Operator a copy of the recorded assignment or letter 
in-lieu. Notwithstanding the foregoing, the Non-Operator shall remain responsible for paying 
bills attributable to the interest it sold or transferred for any bills rendered during the thirty (30) 
day period following the Operator's receipt of such written notice; or 

( ./) charges outside the adjustment period, as provided in Section 1.4 (Adjustment.\). 
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4. ADJUSTMENTS 

A. Payment of any such bills shall not prejudice the right of any Party to protest or question the 
correctness thereof; however, all bills and statements, including payout statements, rendered during 
any calendar year shall conclusively be presumed to be true and correct, with respect only to 
expenditures, after twenty-four (24) months following the end of any such calendar year, unless 
within said period a Party takes specific detailed written exception thereto making a claim for 
adjustment. The Operator shall provide a response to all written exceptions, whether or not contained 
in an audit repo1t, within the time periods prescribed in Section 1.5 (Expenditure Audits). 

B. All adjustments initiated by the Operator, except those described in items (1) through ( 4) of this 
Section 1.4.B, are limited to the twenty-four (24) month period following the end of the calendar year 
in which the original charge appeared or should have appeared on the Operator's Joint Account 
statement or payout statement. Adjustments that may be made beyond the twenty-four (24) month 
period are limited to adjustments resultingfrom the following: 

(I) a physical inventory of Controllable Material as provided for in Section V (Inventories of 
Controllable Material), or 

(2) an offsetting entry (whether in whole or in part) that is the direct result of a specific joint interest 
audit exception granted by the Operator relating to another property, or 

(3) a government/regulatory audit, or 
(4) a working interest ownership or Participating Interestadjustment. 

5. EXPENDITURE AUDITS 

A. A Non-Operator, upon written notice to the Operator and all other Non-Operators, shall have the right 
to audit the Operator's accounts and records relating to the Joint Account within the twenty-four (24) 
month period following the end of such calendar year in which such bill was rendered; however, 
conducting an audit shall not extend the time for the taking of written exception to and the adjustment 
of accounts as provided for in Section 1.4 (Adjustments). Any Party that is subject to payout 
accounting under the Agreement shall have the right to audit the accounts and records of the Party 
responsible for preparing the payout statements, or of the Party furnishing information to the Party 
responsible for preparing payout statements. Audits of payout accounts may include the volumes of 
hydrocarbons produced and saved and proceeds received for such hydrocarbons as they pertain to 
payout accounting required under the Agreement. Unless otherwise provided in the Agreement, 
audits ofa payout account shall be conducted within the twenty-four (24) month period following the 
end of the calendar year in which the payout statement was rendered. 

%ere there are two or more Non-Operators, the Non-Operators shall make every reasonable effort 
to conduct a joint audit in a manner that will result in a minimum of inconvenience to the Operator. 
The Operator shall bear no portion of the Non-Operators' audit cost incurred under this paragraph 
unless agreed to by the Operator. The audits shall not be conducted more than once each year without 
prior approval of the Operator, except upon the resignation or removal of the Operator, and shall be 
made at the expense of those Non-Operators approving such audit. 

The Non-Operator leading the audit (hereinafter "lead audit company") shall issue the audit report 
within ninety (90) days after completion of the audit testing and analysis; however, the ninety (90) 
day time period shall not extend the twenty-four (24) month requirement for taking specific detailed 
written exception as required in Section 1.4.A (Adjustments) above. All claims shall be supported 
with sufficient documentation. 

A timely filed written exception or audit report containing written exceptions (hereinafter "written 
exceptions") shall, with respect to the claims made therein, preclude the Operator from asserting a 
statute of limitations defense against such claims, and the Operator hereby waives its right to assert 
any statute of limitations defense against such claims for so long as any Non-Operator continues to 
comply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the 
Non-Operators fail to comply with the additional deadlines in Section 1.5.B or 1.5.C, the Operator's 
waiver of its rights to assert a statute of limitations defense against the claims brought by the Non­
Operators shall lapse, and such claims shall then be subject to the applicable statute of limitations; 
provided that such waiver shall not lapse in the event that the Operator has failed to comply with the 
deadlines in Section 1.5.B or 1.5.C. 

B. The Operator shall provide a written response to all exceptions in an audit report within one hundred 
eighty ( 180) days after Operator receives such report. Denied exceptions should be accompanied by 
a substantive response. If the Operator fails to provide substantive response to an exception within 
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this one hundred eighty ( 180) day period, the Operator will owe interest on that exception or portion 
thereof, if ultimately granted, from the date it received the audit report. Interest shall be calculated 
using the rate set forth in Section L3.B (Advances and Payments by the Parties). 

C. The lead audit company shall reply to the Operator's response to an audit report within ninety (90) 
days of receipt, and the Operator shall reply to the lead audit company's follow-up response within 
ninety (90) days of receipt; provided, however, each Non-Operator shall have the right to represent 
itself if it disagrees with the lead audit company's position or believes the lead audit company is not 
adequately fulfilling its duties. Unless otherwise provided for in Section I.SB, if the Operator fails 
to provide substantive response to an exception within this ninety (90) day period, the Operator will 
owe interest on that exception or portion thereof, if ultimately granted, from the date it received the 
audit report. Interest shall be calculated using the rate set forth in Section 1.3.B (Advances and 
Payments by the Parties). 

D. If any Party fails to meet the deadlines in Sections 1.5.B or! 5.C or if any audit issues are outstanding 
fifteen ( 15) months after Operator receives the audit report, the Operator or any Non-Operator 
participating in the audit has the right to call a resolution meeting, as set forth in this Section 15. D or 
it may invoke the dispute resolution procedures included in the Agreement, if applicable. The 
meeting will require one month's written notice to the Operator and all Non-Operators participating 
in the audit. The meeting shall be held at the Operator's office or mutually agreed location, and shall 
be attended by representatives of the Parties with authority to resolve such outstanding issues. Any 
Party who fails to attend the resolution meeting shall be bound by any resolution reached at the 
meeting. The lead audit company will make good faith efforts to coordinate the response and 
positions of the Non-Operator participants throughout the resolution process; however, each Non­
Operator shall have the right to represent itself. Attendees will make good faith efforts to resolve 
outstanding issues, and each Party will be required to present substantive information supporting its 
position. A resolution meeting may be held as often as agreed to by the Parties. Issues unresolved at 
one meeting may be discussed at subsequent meetings until each such issue is resolved. 

If the Agreement contains no dispute resolution procedures and the audit issues cannot be resolved 
by negotiation, the dispute shall be submitted to mediation. In such event, promptly following one 
Party's written request for mediation, the Parties to the dispute shall choose a mutually acceptable 
mediator and share the costs of mediation services equally. The Parties shall each have present at 
the mediation at least one individual who has the authority to settle the dispute. The Parties shall 
make reasonable efforts to ensure that the mediation commences within sixty (60) days of the date 
of the mediation request. Notwithstanding the above, any Party may file a lawsuit or complaint (1) 
if the Parties are unable after reasonable efforts, to commence mediation within sixty (60) days of 
the date of the mediation request, (2) for statute of limitations reasons, or (3) to seek a preliminary 
injunction or other provisional judicial relief, if in its sole judgment an injunction or other 
provisional relief is necessary to avoid irreparable damage or to preserve the status quo. Despite 
such action, the Parties shall continue to try to resolve the dispute by mediation. 

E. o (Optional Provision -F01feiture Penaltie5) 
If the Non-Operators fail to meet the deadline in Section L5. C, any unresolved exceptions that were 
not addressed by the Non-Operators within one (]) year following receipt of the last substantive 

response of the Operator shall be deemed to have been withdrawn by the Non- Operators. If the 
Operator fails to meet the deadlines in Section L5.B or LS.C, any unresolved exceptions that were 
not addressed by the Operator within one (]) year following receipt of the 
audit report or receipt of the last substantive response oft he Non-Operators, whichever is later, 
shall be deemed to have been granted by the Operator and adjustments shall be made, without 
interest, to the Joint Account. 

6. APPROVAL BY PARTIES 

A. General Matters 

Where an approval or other agreement of the Parties or Non-Operators is expressly required under 
other Sections of this Accounting Procedure and if the Agreement to which this Accounting 
Procedure is attached contains no contrary provisions in regard thereto, the Operator shall notify all 
Non-Operators of the Operator's proposal and the agreement or approval of a majority in interest of 
the Non-Operators shall be controlling on all Non-Operators. 

This Section L6.A applies to specific situations of limited duration where a Party proposes to change 
the accounting for charges from that prescribed in this Accounting Procedure. This provision does 
not apply to amendments to this Accounting Procedure, which are covered by Section 1.6.B. 

B. Amendments 
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If the Agreement to which this Accounting Procedure is attached contains no contrary provisions in 
regard thereto, this Accounting Procedure can be amended by an affirmative vote of_ two_ 
L2_) or more Parties, one of which is the Operator, having a combined working interest of at least 
sixty-five percent L65_%), which approval shall be binding on all Parties, provided, however, 
approval of at least one (I) Non-Operator shall be required. 

C. Affiliates 
For the purpose of administering the voting procedures of Sections 1.6.A and 1.6.B, if Parties to this 
Agreement are Affiliates of each other, then such Affiliates shall be combined and treated as a single 
Party having the combined working interest or Participating Interest of such Affiliates, 

For the purposes of administering the voting procedures in Section 1.6.A, if a Non-Operator is an 
Affiliate of the Operator, votes under Section 1.6.A shall require the majority in interest ofthe Non­
Operator(s) after excluding the interest of the Operator's Affiliate. 

II. DIRECT CHARGES 

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

1. RENTALS AND ROYALTIES 

Lease rentals and royalties paid by the Operator, on behalf of all Parties, for the Joint Operations. 

2. LABOR 

A. Salaries and wages, including incentive compensation programs as set forth in COPAS MFl-37 

("Chargeability of Incentive Compensation Programs"), for: 

(!) Operator's field employees directly employed On-site in the conduct of Joint Operations, 

(2) Operator's employees directly employed on Shore Base Facilities, Offshore Facilities, or other 

facilities. serving the Joint Property if such costs are not charged under Section Il.6 (Equipment 
and Facilities Furnished by Operator) or are not a function covered under Section m 
(Overhead'), 

(3) Operator's employees providing First Level Supervision, 

(4) Operator's employees providing On-site Technical Services for the Joint Property if such 
charges are excluded from the overhead rates in Section ill ( Overhead'), 

(5) Operator's employees providing Off-site Technical Services for theJ oint Property if such charges 
are excluded from the overhead rates in Section ill ( Overhead). 

Charges for the Operator's employees identified in Section 11.2.A may be made based on the 

employee's actual salaries and wages, or in lieu thereof, a day rate representing the Operator's 

average salaries and wages of the employee's specific job category. 

Charges for personnel chargeable under this Section U .2.A who are foreign nationals shall not 

exceed comparable compensation paid to an equivalent U.S., employee pursuant to this Section 11.2, 

unless otherwise approved by the Parties pursuant to Section /. 6.A (General Matters). 

B. Operator's cost of holiday, vacation, sickness, and disability benefits, and other customary 
allowances paid to employees whose salaries and wages are chargeable to the Joint Account under 

Section 11.2.A, excluding severance payments or other termination allowances. Such costs under this 

Section 112.B may be charged on a "when and as-paid basis" or by "percentage assessment" on the 

amount of salaries and wages chargeable to the Joint Account under Section Il.2.A. If percentage 

assessment is used, the rate shall be based on the Operator's cost experience, 
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C. Expenditures or contributions made pursuant to assessments imposed by governmental authority 

that are applicable to costs chargeable to the Joint Account under Sections 11.2A and B. 

D. Personal Expenses of personnel whose salaries and wages are chargeable to the Joint Account under 
Section 11.2.A when the expenses are incurred in connection with directly chargeable activities. 

E. Reasonable relocation costs incurred in transferring to the Joint Property personnel whose salaries 

and wages are chargeable to the Joint Account under Section 11.2A. Notwithstanding the foregoing, 

relocation costs that result from reorganization or merger of a Party, or that are for the primary 

benefit of the Operator, shall not be chargeable to the Joint Account. Extraordinary relocation costs, 

such as those incurred as a result of transfers from remote locations, such as Alaska or overseas, shall 

not be charged to the Joint Account unless approved by the Parties pursuant to Section 1.6.A 

(General Matter~). 

F. Training costs as specified in COPAS MFI-35 ("Charging ofTraining Costs to the Joint Account") 

for personnel whose salaries and wages are chargeable under Section 11.2.A. This training charge 

shall include the wages, salaries, training cost, and Personal Expenses incurred during the training 

session. The training cost shall be charged or allocated to the property or prope1ties directly benefiting 

from the training. The cost of the training course shall not exceed prevailing commercial rates, where 

such rates areavailable. 

G. Operator's current cost of established plans for employee benefits, as described in COPAS MF]-27 

("Employee Benefits Chargeable to Jo.int Operations and Subject to Percentage Limitation"), 

applicable to the Operator's labor costs chargeable to the Joint Account !Jnder Sections 11.2.A and 

B based on the Operator's actual cost not to exceed the employee benefits limitation percentage 

most recently recommended by COPAS. 

H. Award payments to employees, in accordance with COPAS MFI--49 ("Awards to Employees and 

Contractors") for personnel whose salaries and wages are chargeable under Section 11.2.A. 

3. MATERIAL 

Material purchased or furnished by the Operator for use on the Joint Property in the conduct of Joint 

Operations as provided under Section IV (Material Purchases, Transfers, and Dispositions). Only such 

Material shall be purchased for or transferred to the Joint Property as may be required for immediate use 

or is reasonably practical and consistent with efficient and economical operations. The accumulation of 

surplus stocks shall be avoided. 

4. TRANSPORTATION 

A. Transportation of the Operator's, Operator's Affiliate's, or contractor's personnel necessary for 
Joint Operations. 

B. Transportation of Material between the Joint Property and another prope1ty, or from the Operator's 
warehouse or other storage point to the Joint Property, shall be charged to the receiving property 
using one of the methods listed below. Transportation of Material from the Joint Property to the 
Operator's warehouse or other storage point shall be paid for by the Joint Property using one of the 
methods listed below: 

(I) If the actual trucking charge is less than or equal to the Excluded Amount the Operator may 
charge actual trucking cost or a theoretical charge from the Rai !way Receiving Point to the Joint 
Property. The basis for the theoretical charge is the per hundred weight charge plus fuel 
surcharges from the Railway Receiving Point to the Joint Property. The Operator shall 
consistently apply the selected alternative. 

(2) If the actual trucking charge is greater than the Excluded Amount, the Operator shall charge 
Equalized Freight. Accessorial charges such as loading and unloading costs, split pick-up costs, 
detention, call out charges, and permit fees shall be charged directly to the Joint Property and 
shall not be included when calculating the Equalized Freight. 
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5. SERVICES 

The cost of contract services, equipment, and utilities used in the conduct of Joint Operations, except for 
contract services, equipment, and utilities covered by Section III (Overhead), or Section II. 7 (Affiliates), 
or excluded under Section JI.9 (Legal Expense). Awards paid to contractors shall be chargeable pursuant 
to COPAS MFI-49 ("Awards to Employees and Contractors"). 

The costs of third party Technical Services are chargeable to the extent excluded from the overhead rates 
under Section III (Overhead). 

6. EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR 

In the absence ofa separately negotiated agreement, equipment and facilities furnished by the Operator 

will be charged as follows: 

A. Operator shall charge the Joint Account for use of Operator-owned equipment and facilities, 

including but not limited to production facilities, Shore Base Facilities, Offshore Facilities, and Field 

Offices, at rates commensurate with the costs of ownership and operation. The cost of Field Offices 

shall be chargeable to the extent the Field Offices provide direct service to personnel who are 

chargeable pursuant to Section 11.2.A (Labor). Such rates may include labor, maintenance, repairs, 

other operating expense, insurance, taxes, depreciation using straight line depreciation method, and 

interest on gross investment less accumulated depreciation not to exceed _six_ percent (6%) per 

annum; provided, however, depreciation shall not be charged when the equipment and facilities 

investment have been fully depreciated. The rate may include an element of the estimated cost for 

abandonment, reclamation, and dismantlement. Such rates shall not exceed the average commercial 

rates currently prevailing in the immediate area of the Joint Property. 

B. In lieu of charges in Section 11.6.A above, the Operator may elect to use average commercial rates 

prevailing in the immediate area of the Joint Property, less twenty percent (20%). If equipment and 

facilities ru-e charged under this Section 11.6.B, the Operator shall adequately document and support 

commercial rates and shall periodically review and update me rate and the supporting 

documentation. For automotive equipment, the Operator may elect to use rates published by the 

Petroleum Motor Transport Association (PMTA) or such other organization recognized by COPAS 

as the official source of rates. 

7. AFFILIATES 

A. Charges for an Affiliate's goods and/or services used in operations requiring an AFE or other 

authorization from the Non-Operators may be made without the approval of the Parties provided 

(i) the Affiliate is identified and the Affiliate goods and services are specifically detailed in the 

approved AFE or other authorization, and (ii) the total costs for such Affiliate's goods and services 

billed to such individual project do not exceed$ 25,000 . If the total costs for an Affiliate's 

goods and services. charged to such individual project are not specifically detailed in the approved 

AFE or authorization or exceed such amount, charges for such Affiliate shall require approval of the 

Parties, pursuant to Section 1.6 .. A (Genera/Matters). 

B. For an Affiliate's goods and /or services used in operations not requmng an AFB or other 

authorization from the Non-Operators, charges for such Affiliate's goods and services shall require 

approval of the Parties, pursuant to Section 1.6.A (General Matters), if the charges exceed 

$_ 25,000_ in a given calendar year. 

C. The cost of the Affiliate's goods or services shall not exceed average commercial rates prevailing in 

the area of the Joint Property, unless the Operator obtains the Non-Operators' approval of such rates. 

The Operator shall adequately document and support commercial rates and shall periodically review 

and update the rate and the supporting documentation; provided, however, documentation of 

commercial rates shall not be required if the Operator obtains Non-Operator approval of its 

Affiliate's rates or charges prior to billing Non-Operators for such Affiliate's goods and services. 

Notwithstanding the foregoing, direct charges for Affiliate-owned communication facilities or 

systems shall be made pursuant to Section Jl.12 (Communications). 
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If the Parties fail to designate an amount in Sections Il.7.A or 11.7.B, in each instance the amount 

deemed adopted by the Parties as a result of such omission shall be the amount established as the 

Operator's expenditure limitation in the Agreement. lfthe Agreement does not contain an Operator's 

expenditure limitation, the amount deemed adopted by the Parties as a result of such omission shall 

be zero dollars ($ 0.00). 

8. DAMAGES AND LOSSES TO JOINTPROPERTY 

All costs or expenses neces1:ary for the repair or replacement of Joint Prope11y resulting from damages 

or losses incurred, except to the extent such damages or losses result from a Party's or Paities' gross 

negligence or willful misconduct, in which case such Party or Parties shall be solely liable. 

The Operator shall furnish the Non-Operator written notice of damages or losses incurred as soon as 
practicable after a report has been received by the Operator. 

9. LEGAL EXPENSE 

Recording fees and costs of handling, settling, or otherwise discharging litigation, claims. and liens 

incurred in or resulting from operations under the Agreement, or necessary to protect or recover the Joint 

Property, to the extent permitted under the Agreement. Costs of the Operator's or Affiliate's legal staff 

or butside attorneys, including fees and expenses, are not chargeable unless approved by the Parties 

pursuant to Section 1.6.A (General Matters) or otherwise provided for in the Agreement. 

Notwithstanding the foregoing paragraph, costs for procuring abstracts, fees paid to outside attorneys 

and/or outside consultants for title examinations (including preliminary, supplementaL shut-in royalty 

opinions, division order title opinions) and curative work shall be chargeable to the extent permitted 
as a direct charge in the Agreement. 

10. TAXES AND PERMITS 

All taxes and permitting fees of every kind and nature, assessed or levied upon or in connection with the 

Joint Property, or the prod~ction therefrom. and which have been paid by the Operator for the benefit of 

the Parties. including penalties and interest., except to the extent the penalties and interest result from 

the Operator's gross negligence or willful misconduct. 

If ad valorem taxes paid by the Operator are based in whole or in part upon separate valuations of each 

Party's working interest, then notwithstanding any contrary provisions. the charges to the Parties wi 11 

be made in accordance with the tax value generated by each Party's working interest. 
I 

Costs of tax consultants or advisors the Operator's employees, or Operator's Affiliate employees in 
matters regarding ad valorem or other tax matters, are not permitted as direct charges unless approved 

by the Paiiies pursuant to Section 1.6.A (General Matters). 

Charges to the Joint Account resulting from sales/use tax audits. including extrapolated amounts and 

penalties and interest, are permitted, provided the Non-Operator shall be allowed to review the invoices 

and other underlying source documents which served as the basis for tax charges and to determine that 
the correct amount of taxes were charged to the Joint Account. I fthe Non-Operator is not permitted to 

review such documentation. the sales/use tax amount shall not be directly charged unless the Operator 

can conclusively document the amount owed by the Joint Account. 

I I. INSURANCE 

Net premiums paid for insurance required to be carried for Joint Operations for the protection of the 
Parties. I fJointOperations are conducted at locations where the Operator acts as self-insurer in regard to 
its worker's compensation and employer's liability insurance obligation, the Operator shall charge the 
Joint Account manual rates for the risk assumed in its self-insurance program as regulated by the 
jurisdiction governing the Joint Property. In the case of offshore operations in federal waters, the manual 
rates of the adjacent state shall be used for personnel performing work On-site, and such rates shall be 
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adjusted for offshore operations by the U.S. Longshoreman and Harbor Workers (USL&H) or Jones Act 
surcharge, as appropriate. 

12. COMMUNICATIONS 

Costs of acquiring, leasing, installing, operating, repairing, and maintaining communication facilities or 
systems, including satellite, radio and microwave facilities, between the Joint Property and the 

Operator's office(s) directly responsible for field operations in accordance with the provisions of COPAS 

MH-44 ("Field Computer and Communication Systems"). If the communications facilities or systems 

serving the Joint Property are Operator-owned, charges to the Joint Account shall be made as 

provided in Section 11.6 (Equipment and Facilities Furnished by Operator). If the communication 

facilities or systems serving the Joint Property are owned by the Operator's Affiliate, charges to the Joint 

Account shall not exceed average commercial rates prevailing in the area of the Joint Property. The 

Operator sll all adequately document and support commercial rates and shall periodically review and 

update the rate and the supporting documentation. 

13. ECOLOGICAL, ENVIRONMENTAL, AND SAFETY 

Costs incurred for Technical Services and drafting to comply with ecological, environmental or safety 

Laws or standards recommended by Occupational Safety and Health Administration (OSHA) or other 

regulatory authorities. Al I oilier labor and functions incurred for ecological, environmental and safety 

matters, including management, administration, and permitting, shall be covered by Sections 11.2 

(Labor), 11.5 (Services), or Section III (Overhead), as applicable. 

Costs to provide or have available pollution containment and removal equipment plus actual costs of 

control and cleanup and resulting responsibilities of oil and other spills as well as discharges from 

permitted outfalls as required by applicable Laws, or other pollution containment and removal 

equipment deemed appropriate by the Operator for prudent operations, are directly chargeable. 

14. ABANDONMENT AND RECLAMATION 

Costs incurred for abandonment and reclamation of the Joint Property, including costs required by lease 

agreements or by Laws. 

15. OTHEREXPENDITURES 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II (Direct 
Charges), or in Section ill ( Overhead) and which is of direct benefit to the Joint Prope1ty and is incurred 
by the Operator in the necessary and proper conduct of the Joint Operations. Charges made under this 
Section 11.15 shall require approval of the Parties, pursuant to Section 1.6.A (General Matters). 

ID. OVERHEAD 

As compensation for costs not specifically identified as chargeable to the Joint Account pursuant to 
Section II (Direct Charges), the Operator shall charge the Joint Account in accordance with this Section 
III. 

Functions included in the overhead rates regardless of whether performed by the Operator, Operator's 
Affi Ii ates or third parties and regardless of location, shall include, but not be limited to, costs and expenses 
of: 

• warehousing, other than for warehouses that are jointly owned under this Agreement 
• design and drafting (except when allowed as a direct charge under Sections 11.13, III.l.A(ii), and 

lII. 2, Option B) 
• inventory costs not chargeable under Section V (Inventories of Controllable Material) 
• procurement 
• administration 
• accounting and auditing 
• gas dispatching and gas chart integration 

• human resources 
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• management 
• supervision not directly charged under Section 11.2 (Labor) 
• legal services not directly chargeable under Section II. 9 (legal Expense) 
• taxation, other than those costs identified as directly chargeable under Section II.IO (Taxes and 

Permits) 
• preparation and monitoring of permits and certifications; preparing regulatory reports; appearances 

before or meetings with governmental agencies or other authorities havingjurisdiction over the Joint 
Property, other than On-site inspections; reviewing, interpreting, or submitting comments on or 
lobbying with respect to Laws or proposed Laws. 

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

1. OVERHEAD-DRILLING AND PRODUCING OPERATIONS 

As compensation for costs incurred but not chargeable under Section Il(Direct Charges) and not covered 
by other provisions of this Section III, the Operator shall charge on either: 

X (Alternative 1) Fixed Rate Basis, Section Ill.LB. 

D (Alternative 2) Percentage Basis, Section III.I .C. 

A. Technical Services 

(i) Except as otherwise provided in Section II.13 (Ecological Environmental, and Safety) and 
Section lll.2 ( Overhead - Major Construction and Catastrophe), or by approval of the Parties 
pursuant to Section 1.6.A (General Matters), the salaries, wages, related payroll burdens and 
benefits, and Personal Expenses for On-site Technical Services, including third party Technical 
Services: 

X (Alternative 1 - Direct) shall be charged w,.:w to the Joint Account 

D (Alternative 2 - Overhead) shall be covered by the overhead rates. 

(ii) Except as otherwise provided in Section 11.13 (Ecological, Environmental, and Safety) and 
Section 111.2 (Overhead - Major Construction and Catastrophe), or by approval of the Parties 
pursuant to Section 1.6.A (General Matten,), the salaries, wages, related payroll burdens and 
benefits, and Personal Expenses for Off-site Technical Services, including third party Technical 
Services: 

X (Alternative 1 -All Overhead) shall be covered by the overhead rates. 

D (Alternative 2 - All Direct) shall be charged djrect to the Joint Account. 

D (Alternative 3 - Drilling Direct) shall be charged w,.:w to the Joint Account, .PlLl,y to the 
extent such Technical Services are directly attributable to drilling, redrilling, deepening, or 
sidetracking operations, through completion, temporary abandonment, or abandonment ifa dry 
hole. Off-site Technical Services for all other operations, including workover, recompletion, 
abandonment of producing wells, and the construction or expansion of fixed assets not covered 
by Section 111.2 (Overhead - Major Construction and Catastrophe) shall be covered by the 
overhead rates. 

Notwithstanding anything to the contrary in this Section Ill, Technical Services provided by Operator's 
Affiliates are subject to limitations set forth in Section II. 7 (,4./Jtliates). Charges for Technical personnel 
performing non-technical work shall not be governed by this Section III. I .A, but instead governed by 
other provisions of this Accounting Procedure relating to the type of work being performed. 

B. Overhead-Fixed Rate Basis 

(I) The Operator shall charge the Joint Account at the following rates per well per month: 
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Vertical Drilling Well Rate per month: from the surface to the base of the Mancos Shale 
fo,niation $7.500 and from the base of the Mancos Shale formation to all deeper depths 
S 15 .000 (prorated for less than a full month) 
Horizontal Drilling Well Rate per month$ I 0.000 (prorated for less than a full month) 

Horizontal Producing Well Rate per month$ 1.000 

(2) Application ofOverhead-Drilling Well Rate shall be as follows: 
I 

(a) Charges for onshore drilling wells shall begin on the spud date and terminate on the date the 
drilling and/or completion equipment used on the well is released, whichever occurs later. 
Charges for offshore and inland waters drilling wells shall begin on the date the drilling or 
completion equipment arrives on location and terminate on the date the drilling or completion 
equipment moves off location, or is released, whichever occurs first. No charge shall be 
made during suspension of drilling and/or completion operations for fifteen ( 15) or more 
consecutive calendar days. 

(b) Charges for any well undergoing any type of workover, recompletion, and/or abandonment 
for a period of five (5) or more consecutive work days shall be made at the Drilling Well 
Rate. Such charges shall be applied for the period from date operations, with rig or other 
units used in operations, commence through date of rig or other unit release, except that no 
charges shall be made during suspension of operations for fifteen ( 15) or more consecutive 
calendai\lays. 

(3) Application of Overhead-Producing Well Rate shall be as follows: 

(a) An active well that is produced, injected into for recovery or disposal, or used to obtain water 
supply to support operations for any portion of the month shall be considered as a one-well 
charge for the entire month. 

(b) Each active completion in a multi-completed well shall be considered as a one-well charge 
provided each completion is considered a separate well by the governing regulatory 
authority. 

(c) A one-well charge shall be made for the month in which plugging and abandonment 
operations are completed on any well, unless the Drilling Well Rate applies, as provided in 
Sections III .1.B.(2)(a) or (b). This one-well charge shall be made whether or not the well has 
produced. 

(d) An active gas well shut in because of overproduction or failure ofa purchaser, processor, or 
transporter to take production shall be considered as a one-well charge provided the gas well 
is directly connected to a permanent sales outlet. 

(e) Any well not meeting the criteria set forth in Sections 111.l .B.(3) (a), (b ), (c), or ( d) shall not 
qualify for a producing overhead charge. 

( 4) The well rates shall be adjusted on the first day of April each year following the effective date of 
the Agreement; provided, however. if this Accounting Procedure is attached to or otherwise 
governing the payout accounting under a farmout agreement, the rates shall be adjusted on the 
first day of April each year following the effective date of such farmout agreement. The 
adjustment shall be computed by applying the adjustment factor most recently published by 
COPAS. The adjusted rates shall be the initial or amended rates agreed to by the Parties 
increased or decreased by the adjustment factor described herein, for each year from the effective 
date of such rates, in accordance with COPAS MFI-4 7 ("Adjustment of Overhead Rates"). 

C. Overhead-Percentage Basis 

ill Operator shall charge the Joint Account at the following rates: 

~ De11el@pment Rate Percent ( %) of the cost of development ofthe 
Joint Property, exclusive of costs p1w,ided under Section B 11.9 (Legal Expe19sc} and -aH 
Material salvage eredits. 

f:!:l Operating Rate Percent ( %) of the cost of operating the Joint 
Property, mwlusive of eosts provided under Sections II.I (Rel'ltals tmd Reye1lt:ies) and 11.9 
(legal Exf)ense); all Material salvage credits; the value of substances purchased fur enhanced 
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Feeovery; all property aRd. ad. valOFem taxes, aRd. aRy other ta){es aRd. assessmeRts that aFe 
levied, assessed, aRd paid upoR the mineml interest in and to the Joint Prnperty. 

@ Appl i cati 01J of O1,'erhead PeFeentage Basis shall be as follows: 

utl The De¥elopmeRt Rate shall be applied to all eosts in OORROetion with: 

fil DFil!iRg, redrilling, sidetraeking, of deepeRiRg ofa well; 
f.ifl a well undergoiRg plugbuek, or workovef operations for a period of five (5) or more 

eonseeufr,,e ..,,,ork days 
fiii] preliminary expenditure neeessal)' in preparation for drilling 
[iv] Cl{penditures iReurred iR abandoRing wheR the well is not eompleted as a produeer 
["] eoestrnetioe or iestolJotioe of fired assets the e"poesioe of fired assets oefi aRy other 

prajeet elearly diseernible as a fiJ{ed. asset, other than Major CoRstruetion or Catastrophe 
as defined iR Section Ill.2 (0·1e1-hettd },1ejor Co1tstruelion e;td CtttttStro-pl·u;). 

(fl) The Operating Rate shall be applied to all other costs in connection with Joint Operations, 
eiwept those subject to SectioR III.2 (0.,whettd Major Cof'/struclion ttml Ctttast1°o-phtf 

2. OVERHEAD-MAJOR CONSTRUCTION AND CATASTROPHE 

To compensate the Operator for overhead costs incurred in connection with a Major Construction project 
or Catastrophe, the Operator shall either negotiate a rate prior t~ the beginning of the project, or shall 
charge the Joint Account for overhead based on the following rates for any Major Construction project 
in excess of the Operator's expenditure limit under the Agreement, or for any Catastrophe regardless of 
the amount. If the Agreement to which this Accounting Procedure is attached does not contain an 
expenditure limit, Major Construction Overhead shall be assessed for any single Major Construction 
project costing in excess of$ I 00,000 gross. 

Major Construction shall mean the construction and installation of fixed assets, the expansion of fixed 
assets, and any other project clearly discernible as a fixed asset required for the development and 
operation of the Joint Property, or in the dismantlement, abandonment, removal, and restoration of 
platforms, production equipment, and other operating facilities. 

Catastrophe is defined as a sudden calamitous event bringing damage, loss, or destruction to property or 
the environment, such as an oil spill, blowout, explosion, fire, storm, hurricane, or other disaster. The 
overhead rate shall be applied to those costs necessary to restore the Joint Property to the equivalent 
condition that existed prior to the event. 

A If the Operator absorbs the engineering, design and drafting costs related to the project: 

(1) _6 _% of total costs if such costs are less than$ I 00,000; plus 

(2) _ 4_% oftotal costs in excess of$100,000 but less than $1,000,000;plus 

(3) _2_% of total costs in excess ofSl,000,000. 

B. If the Operator charges engineering, design and drafting costs related to the project directly to the 
Joint Account: 

(1) _2_% oftotal costs ifsuch costs are lessthan$100,000; plus 

(2) _2_% of total costs in excess of$ I 00,000 but less than $1,000,000; plus 

(3) _2_% oftotal costs in excess of$1,000,000. 

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component 
parts of a single Major Construction project shall not be treated separately, and the cost of drilling and 
workover wells and purchasing and installing pumping units and downhole artificial lift equipment shall 
be excluded. For Catastrophes, the rates shall be applied to all costs associated with each single 
occurrence or event. 

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

For the purposes of calculating Catastrophe Overhead, the cost of drilling relief wells, substitute wells, 
or conducting other well operations directly resulting from the catastrophic event shall be included. 
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Expenditures to which these rates apply shall not be reduced by salvage or insurance reco _ veries. 
Expenditures that qualify for Major Construction or Catastrophe Overhead shall not qualify for overhead 
under any other overhead provisions. 

In the event of any conflict between the provisions of this Section III.2 and the provisions of Sections 
11.2 (Labor), 11.5 (Service:,~, or 11.7 (Affiliates), the provisions of this Section 111.2 shall govern. 

3. AMENDMENT OF OVERHEAD RA TES 

The overhead rates provided for in this Section III may be amended from time to time if, in practice, the 
rates are found to be insufficient or excessive, in accordance with the provisions of Section 1.6,B 
(Amendments). 

IV. MATERIAL PURCHASES, TRANSFERS, M"D DISPOSITIONS 

The Operator is responsible for Joint Account Material and shall make proper and timely charges and credits 

for direct purchases, transfers, and dispositions, The Operator shall provide all Material for use in the conduct 

of Joint Operations; however, Material may be supplied by the Non-Operators, at the Operator's option, 

Material furnished by any Party shall be furnished without any express or implied warranties as to quality, 

fitness for use, or any other matter. 

L DIRECT PURCHASES 

Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction 

of all discounts received, The Operator shall make good faith efforts to take discounts offered by 

suppliers, but shall not be liable for failure to take discounts except to the extent such failure was the 

result of the Operator's gross negligence or willful misconduct. A direct purchase shall be deemed to 

occur when an agreement is made between an Operator and a third party for the acquisition of Material 

for a specific well site or location. Material provided by the Operator under "vendor stocking programs," 

where the initial use is for a Joint Property and title of the Material does not pass from the manufacturer, 

distributor, or agent until usage, is considered a direct purchase. If Material is found to be defective or 

is returned to the manufacturer, distributor, or agent for any other reason, credit shall be passed to the 

Joint Account within sixty (60) days after the Operator has received adjustment from the manufacturer, 

distributor, or agent 

2. TRANSFERS 

A transfer is determined to occur when the Operator (i) furnishes Material from a storage facility or from 
another operated property, (ii) has assumed liability for the storage costs and changes in value, and (iii) 

has previously secured and held title to the transferred Material. Similarly, the removal of Material from 

the Joint Property to a storage facility or to another operated property is also considered a transfer; 

provided, however, Material that is moved from the Joint Property to a storage location for safe-keeping 

pending disposition may remain charged to the Joint Account and is not considered a transfer. Material 

shall be disposed of in accordance with Section IV. 3 (Disposition of Surplus) and the Agreement to 

which this Accounting Procedure is attached, 

A. PRICING 

The value of Material transferred to/from the Joint Property should generally reflect the market 
value on the date of physical transfer. Regardless of the pricing method used, the Operator shall 

make available to the Non-Operators sufficient documentation to verify the Material valuation. 
When higher than specification grade or size tubulars are used in the conduct of Joint Operations, 
the Operator shall charge the Joint Account at the equivalent price for well design specification 
tubulars, unless such higher specification grade or sized tubulars are approved by the Parties 

pursuant to Section 1.6,A (General Matters), Transfers of new Material will be priced using one of 

the following pricing methods; provided, however, the Operator shall use consistent pricing 

methods, and not alternate between methods for the purpose of choosing the method most favorable 

to the Operator for a specific transfer: 
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(1) Using published prices in effect on date of movement as adjusted by the appropriate COPAS 

Historical Price Multiplier (HPM) or prices provided by the COPAS Computerized Equipment 

Pricing System (CEPS). 

(a) For oil country tubulars and line pipe, the published price shall be based upon eastern mill 

carload base prices (Houston, Texas, for special end:)adjustedasof date of movement, plus 

transportation cost as defined in Section IV .2.B (Freight). 

(b) For other Material, the published price shall be the published list price in effect at date of 

movement, as listed by a Supply Store nearest the Joint Property where like Material is 

normally available, or point of manufacture plus transportation costs as defined in Section 

IV.2.B (Freight). 

(2) Based on a price quotation from a vendor that reflects a current realistic acquisition cost. 

(3) Based on the amount paid by the Operator for like Material in the vicinity of the Joint Property 
within the previous twelve ( 12) months from the date of physical transfer. 

(4) As agreed to by the Participating Parties for Material being transferred to the Joint Property, 
and by the Parties owning the Material for Material being transferred from the Joint Property. 

B. FREIGHT 

Transportation costs shall be added to the Material transfer price using the method prescribed by the 

COPAS Computerized Equipment Pricing System (CEPS). If not using CEPS, transportation costs 
shall be calculated as follows: 

{I) Transportation costs for oil country tubulars and line pipe shall be calculated using the distance 

from eastern mill to the Railway Receiving Point based on the carload weight basis as 
recommended by the COPAS MFI-38("Material Pricing Manual") and other COPAS MFis in 
effect at the time of the transfer. 

{2) Transportation costs for special mill items shall be calculated from that mill's shipping point to 

the Railway Receiving Point. For transportation costs from other than eastern mills, the 

30,000-pound interstate truck rate shall be used. Transportation costs for macaroni tubing shall 
be calculated based on the interstate truck rate per weight of tubing transferred to the Railway 
Receiving Point. 

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

(4) Transp01tation costs for Material other than that described in Sections IV.2.8.(1) through (3), 
shall be calculated from the Supply Store or point of manufacture, whichever is appropriate, to 
the Railway Receiving Point. 

Regardless of whether using CEPS or manually calculating transportation costs, transportation costs 
from the Railway Receiving Point to the Joint Property are in addition to the foregoing, and may be 
charged to the Joint Account based on actual costs incurred. All transportation costs are subject to 

Equalized Freight as provided in Section 11.4 (Transportation) of this Accounting Procedure. 

C. TAXES 

Sales and use taxes shall be added to the Material transfer price using either the method contained 

Page 15 of 19 



in the COPAS Computerized Equipment Pricing System (CEPS) or the applicable tax rate in effect 
for the Joint Property at the time and place of transfer. In either case, the Joint Account shall be 
charged or credited at the rate that would have governed had the Material been a direct purchase. 

D. CONDITION 

( !) Condition "A" -New and unused Material in sound and serviceable condition shall be charged 

at one hundred percent ( 100%) of the price as determined in Sections N.2A (Pricing), N.2.B 

(Freight), and N .2.C (Taxe!!>). Material transferred from the Joint Prope11y that was not placed 

in service shall be credited as charged without gain or loss; provided, however, any unused 

Material that was charged to, the Joint Account through a direct purchase will be credited to the 

Joint Account at the original cost paid less restocking fees charged by the vendor. New and 

unused Material transferred from the Joint Property may be credited at a price other than the 

price originally charged to the Joint Account provided such price is approved by the Parties 

owning such Material, pursuant to Section 1.6A (General Matters). All refurbishing costs 

required or necessary to return the Material to original condition or to correct handling, 

transportation, or other damages will be borne by the divesting prope11y. The Joint Account is 

responsible for Material preparation, handling, and transportation costs for new and unused 

Material charged to the Joint Property either through a direct purchase or transfer. Any 

preparation costs incurred, including any internal or external coating and wrapping, will be 

credited on new Material provided these services were not repeated for such Material for the 

receiving property. 

(2) Condition "B" - Used Material in sound and serviceable condition and suitable for reuse 

without reconditioning shall be priced by multiplying the price determined: in Sections N.2.A 

(Pricing), N.2.B (Freight), and N2.C (Taxes) by seventy-five percent (75%). 

Except as provided in Section N .2.0(3), all reconditioning costs required to return the Material 

to Condition "B" or to correct handling, transportation or other damages will[ be borne by the 

divesting property. 

If the Material was originally charged to the Joint Account as used Material and placed in service 

for the Joint Prope11y, the Material will be credited at the price determined in Sections N .2A 

(Pricing), IV .2.B (Freight), and IV .2.C (Taxes) multiplied by sixty-five percent ( 65%). 

Unless otherwise agreed to by the Parties that paid for such Material, used Material transferred 
from the Joint Property that was not placed in service on the property shall be credited as charged 

without gain or loss. 

(3) Condition "C" - Material that is not in sound and serviceable condition and not suitable for its 
original function until after reconditioning shall be priced by multiplying the price determined 

in Sections N.2.A (Pricing), N.2.B (Freight), and IV.2.C (Taxes)by fifty percent (50%). 

The cost ofreconditioning may be charged to the receiving property to the extent Condition "C" 

value, plus cost of reconditioning, does not exceed Condition "B" value. 

(4) Condition "D" - Material that (i} is no longer suitable for its original purpose but useable for 
some other purpose, (ii) is obsolete., or (iii) does not meet original specifications but still has 

value and can be used in other applications as a substitute for items with different 

specifications, is considered Condition "D" Material. Casing, tubing, or drill pipe used as line 

pipe shall be priced as Grade A and B seamless line pipe of comparable size and weight. Used 

casing, tubing, or drill pipe utilized as line pipe shall be priced at used line pipe prices. Casing, 
tubing, or drill pipe used as higher pressure service lines than standard line pipe, e.g., power 
oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset 

tubular goods shall be priced on a non-upset basis. For other items, the price used should result 

in the Joint Account being charged or credited with the value of the service rendered or use of 

the Material, or as agreed to by the Parties pursuant to Section 1.6.A 
(General Matter!;). 
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(5) Condition "E" -Junk shall be priced at prevailing scrap value prices. 

E. OTHER PRICING PROVISIONS 

(I) Preparation Costs 

Subject to Section Tl (Direct Charges) and Section ID (Overhead) of this Accounting 

Procedure, costs incurred by the Operator in making Material serviceable including inspection, 

third party surveillance services, and other similar services will be charged to the Joint Account 

at prices which reflect the Operator's actual costs of the services. Documentation must be 

provided to the Non-Operators upon request to support the cost of service. New coating and/or 

wrapping shall be considered a component of the Materials and priced in accordance with 

Sections IV.I (Direct Purchases) or IV .2.A (Pricing), as applicable. No charges or credits 

shall be made for used coating or wrapping. Charges and credits for inspections shall be made 

in accordance with COPAS MFI-38 ("Material Pricing Manual"). 

(2) Loading and Unloading Costs 

Loading and unloading costs related to the movement of the Material to the Joint Property shall 

be charged in accordance with the methods specified in COPAS MFI-38 ("Material Pricing 

Manual"). 

3. DISPOSITION OF SURPLUS 

Surplus Material is that Material, whether new or used, that is no longer required for Joint Operations. 

The Operator may purchase, but shall be under no obligation to purchase, the interest of the Non­

Operators in surplus Material. 

Dispositions for the purpose of this procedure are considered to be the relinquishment of title of the 

Material from the Joint Property to either a third party, a Non-Operator, or to the Operator. To avoid the 

accumulation of surplus Material, the Operator should make good faith efforts to dispose of surplus 

within twelve (!2) months through buy/sale agreements, trade, sale to a third party, division in kind, or 

other dispositions as agreed to by the Parties. 

Disposal of surplus Materials shall be made in accordance with the terms of the Agreement to which 

this Accounting Procedure is attached. If the Agreement contains no provisions governing disposal of 
surplus Material, the following terms shall apply: 

The Operator may, through a sale to an unrelated third party or entity, dispose of surplus 

Material having a gross sale value that is less than or equal to the Operator's expenditure limit 

as set fo1th in the Agreement to which this Accounting Procedure is attached without the prior 

approval of the Parties owning such Material. 

• If the gross sale value exceeds the Agreement expenditure limit, the disposal must be agreed to 

by the Parties owning such Material. 

Operator may purchase surplus Condition "A" or "B" Material without approval of the Parties 

owning such Material, based on the pricing methods set forth in Section IIV.2 (Transfers). 

Operator may purchase Condition "C" Material without prior approval of the Parties owning 

such Material if the value of the Materials, based on the pricing methods set forth in Section 

N.2 (Transfers), is less than or equal to the Operator's expenditure limitation set forth in the 

Agreement. The Operator shall provide documentation supporting the classification of the 

Material as Condition C. 
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a Operator may dispose of Condition "D" or "E" Material under procedures normally utilized by 

Operator without prior approval of the Parties owning such Material. 

4. SPECIAL PRICING PROVISIONS 

A. PREMIUM PRICING 

Whenever Material is available only at inflated prices due to national emergencies, strikes, 

government imposed foreign trade restrictions, or other unusual causes over which the Operator bas 

no control, for direct purchase the Operator may charge the Joint Account for the required Material 

at the Operator's actual cost incurred in providing such Material, making it suitable for use, and 

moving it to the Joint Prope1ty. Material transferred or disposed of during premium pricing situations 

shall be valued in accordance with Section JV.2 (Transfer~) or Section IV.3 (Disposition of 

Surplus), as applicable. 

B. SHOP-MADE ITEMS 

Items fabricated by the Operator's employees, or by contract laborers under the direction of tbe 

Operator, shall be priced using the value of the Material used to construct the item plus the cost of 

labor to fabricate the item. If the Material is from the Operator's scrap or junk account, the Material 

shall be priced at either twenty-five percent (25%) of the current price as determined in Section 

IV.2.A (Pricing) or scrap value, whichever is higher. In no event shall the amount charged exceed 

the value of the item commensurate with its use. 

C. MILL REJECTS 

Mill rejects purchased as "limited service" casing or tubing shall be priced at eighty percent (80%) 

ofK-55/J-55 price as determined in Section IV.2 (Transfers). Line pipe converted to casing or 

tubing with casing or tubing couplings attached shall be priced as K-55/J-55 casing or tubing at the 
nearest size and weight. 

V. INVENTORIES OF CONTROLLABLE MATERIAL 

The Operator shall maintain records of Controllable Material charged to the Joint Account, with sufficient 

detail to perform physical inventories. 

Adjustments to the Joint Account by the Operator resulting from a physical inventory of Controllable 

Material shall be made within twelve (I 2) months following the taking of the inventory or receipt of Non­

Operator inventory repo1t. Charges and credits for overages or shortages will be valued for the Joint Account 

in accordance with Section IV.2 (Transfers) and shall be based on the Condition "B" prices in effect on the 

date of physical inventory 'unless the inventorying Parties can provide sufficient evidence another Material 
condition applies. 

1. DIRECTED INVENTORIES 

Physical inventories shall be performed by the Operator upon written request of a majority in working 

interests of the Non-Operators (hereinafter, "directed inventory"); provided, however, the Operator shall 

not be required to perform directed inventories more frequently than once every five (5) years. Directed 

inventories shall be commenced within one hundred eighty ( 180) days after the Operator receives written 

notice that a majority in interest of the Non-Operators has requested the inventory. All Parties shall be 
governed by the results of any directed inventory. 

Expenses of directed inventories will be borne by the Joint Account: provided, however, costs associated 

with any post-report follow-up work in settling the inventory will be absorbed by the Party incurring 

such costs. The Operator is expected to exercise judgment in keeping expenses within reasonable limits. 

Any anticipated disproportionate or extraordinary costs should be discussed and 
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agreed upon prior to commencement of the inventory. Expenses of directed inventories may include 

the following: 

A. A per diem rate for each inventory person, representative of actual salaries, wages, and payroll 

burdens and benefits of the personnel performing the inventory or a rate agreed to by the Parties 

pursuant to Section !6.A (General Matters). The per diem rate shall also be applied to a reasonable 

number of days for pre-inventory work and reportpreparation. 

B. Actual transportation costs and Personal Expenses for the inventory team. 

C. Reasonable charges for report preparation and distribution to the Non-Operators. 

2. NON-DIRECTED INVENTORIES 

A. OPERA TOR INVENTORIES 

Physical inventories that are not requested by the Non-Operators may be perfonned by the Operator, 

at the Operator's discretion. The expenses of conducting such Operator-initiated inventories shall 
not be charged to the Joint Account. 

B. NON-OPERA TOR INVENTORIES 

Subject to the terms of the Agreement to which this Accounting Procedure is attached, the Non­

Operators may conduct a physical inventory at reasonable times at their sole cost and risk after 

giving the Operator at least ninety (90) days prior written notice. The Non-Operator inventory report 

shall be furnished to the Operator in writing within ninety (90) days of completing the inventory 

fieldwork. 

C. SPECIAL INVENTORIES 

The expense of conducting inventories other than those described in Sections VJ (Directed 

Inventories), V.2.A (Operator Inventories), or V.2.8 (Non-Operator Inventories), shall be charged 
to the Party requesting such inventory; provided, however, inventories required due to a change of 

Operator shall be charged to the Joint Account in the same manner as described in Section V.1 
(Directed Inventories). 
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EXHIBIT "D" 

Attached to and made part of that certain Operating Agreement dated the _day of _______ , 
____ by and between Enduring Resources, LLC, Operator, and the Signatory Parties thereto, Non-

Operators. 

INSURANCE REOUIREMENJS 

At all times while operations are conducted under this agreement, Operator shall maintain the following 
insurance listed in SCHEDULE A below. Premiums for such insurance shall be charged to the Joint Account. 
Operator may electto self-insure any of the insurance required in SCHEDULE A except in respect to Workers' 
Compensation. As to Workers' Compensation, Operator may elect to self-insure the exposure so long as 
Operator is approved as a qualified self-insurer under applicable state law(s). In the event Operator elects to 
self-insure any or all of the insurance required in SCHEDULE A, Operator shall charge to the Joint Account 
a premium amount determined by applying the current manual insurance rates to the applicable rating base. 
Upon Non-Operators written request, Operator shall furnish Non-Operators with evidence of Operator's 
compliance with the SCHEDULE A requirements. Further, Operator shall require all third party contractors 
performing work in or on the premises included in the Contract Area to carry insurance in such form and in 
such amount as Operator deems applicable. 

SCHEDULE A 

(a) Workers' Compensation at statutory limits in compliance with applicable state and federal law. 
(b) Employer's Ljabilitv with limits of$1,000,000 bodily injury each accident, $1,000,000 disease each 

employee and $1,000,000 disease policy limit. 
( c) Operator's Extra Expense covering drilling, Rework or Recompletion operations scaled to interest 

and insuring the costs of controlling a blowout, the expenses involved in redrilling a well following 
a blowout, and certain other related costs including seepage and pollution cleanup with a limit of 
$ I 0,000,000 any one accident or occurrence. In the event Non-Operators elect to furnish Operators 
Extra Expense insurance on their percentage interest in the wells then each Non-Operator must notify 
Operator in writing of their intent to insure using the attached Insurance Election Ballot and provide 
satisfactory proof of such insurance prior to spud date or the date on which drilling operations are 
commenced. If no election is made prior to spud date or the date on which drilling operations are 
commenced then, Non-Operator will be included under Operator's Extra Expense policy and the Joint 
Account will be billed appropriately. 

( d) Automobile Liability with a combined single limit of$1,000,000 each accident. Such insurance shall 
cover liability arising out of any auto (including owned, hired, and non-owned). 

Non-operators agree that the limits and coverage carried by Operator are adequate. Such coverages and 
limits may change or be unavailable from time to time, and Operator does not guarantee their continuance, 
but will use its best efforts to provide such coverages and limits at reasonable costs. 

In addition, upon execution of this agreement each party shall at all times while this agreement is in effect 
carry, or cause to be carried, the following insurances listed in SCHEDULE B below insuring their 
percentage of fractional interest in this agreement as described in Exhibit "A". 

SCHEQI/LEB 

(a) Commercial General Liability insurance with a combined single limit of$ I 0,000,000 (for I 00% interest) 
each occurrence and in the aggregate, including coverage for premises and operations, products 
liability, completed operations, and contractual liability. Umbrella or excess liability may be used 
to meet the required limit. 

Each party hereby waives any right of subrogation against the other (including their officers, directors, 
agents, representatives, employees, or consultants) and will cause its insurers to do the same. 

Non-renewal or cancellation ofany insurance required under SCHEDULE B above will be effective only 
after written notice is sent thirty (30) days in advance of cancellation to the other parties to this Agreement. 
Upon written request each party shall furnish the other party a certificate of insurance evidencing the 
insurance required under SCHEDULE B above. 
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INSURANCE ELECTION BALLOT 

Pursuant to Operating Agreement dated August 1, 2017 between 
Enduring Resources, LLC. as Operator, and the signatory parties, as Non­
Operators 

In the event_ elected to participate as a Non-Operator per the 
Joint Operating Agreement, please be advised that General Liability and Control 
of Well/Operator's Extra Expense Insurance covering your interest is required as 
follows: 

Commercial General Liability: 
USO 10,000,000 per occurrence limit (for 100% interest) scaled to the respective 
interest for each party, subject to minimum limits of USO 1,000,000 per 
occurrence each party 

Control of Well/Operator Extra Expense: 

USO 10,000,000 limit (for 100 % interest) scaled to the respective interest for each 
party, subject to minimum limits of USO 1,000,000 per occurrence each party 

Please indicate your Commercial General Liability & Control of Well/Operator's 
Extra Expense insurance election below: 

Elect to be covered under the JOA with the Operator. Coverage is 
extended to the above named non-operator only in respect of 
operations under the agreement referenced above. 

Elect to carry own insurance/or self insure - YOUR INSURANCE 
CERTIFICATE (listing as certificate holder) OR A 
LETTER OF SELF INSURANCE MUST BE SUBMITTED TO WPX 
BEFORE THE START OF OPERATIONS. 

**NOTICE** IF NO ELECTION IS MADE PRIOR TO SPUD DATE, NON-OPERATOR 
WILL BE COVERED UNDER 's COMMERCIAL GENERAL 
LIABILITY & CONTROL OF WELL/OPERATOR'S EXTRA EXPENSE POLICIES AND 
NON-OPERATOR MAY BE BILLED THEIR PROPORTIONATE SHARE OF THE 
PREMIUM. 

Non-Operator 

E3 "Y: ----------------

Print Name: 

Title: 

Date Signed: ___________ _ 



EXHIBIT "E" 

Attached to and made part of that certain Operating Agreement dated the~day ol'August,2017 
by and between Enduring Resources, LLC, Operator, and the Signatory Pw1ies thereto, Non-Operators. 

GAS BALANCING AGREEMENT 

The Parties to the Operating Agreement to which this Agreement is attached own the 
working interest in the gas rights underlying the Contract Area covered by such Agreement in 
accordance with the percentages of participation as set forth in Exhibit "A" to the Operating 
Agreement. Under the terms of the Operating Agreement, each Party thereto has the right, subject 
to existing contracts, to take its share of gas produced from the Contract Area and market same. 
However, recognizing that one or more of the Parties may be unable to take its share of the gas 
from time to time, and to permit each Party to take and dispose of its share of gas production from 
the Contract Area with as much flexibility as possible, the Parties agree to the balancing 
arrangement herein set forth. In the event there is more than one well on the Contract Area, then 
the terms hereof shall apply individually to each such well in the Contract Area; i.e., on a well-by­
well basis. In the event any well subject herein is completed in multiple zones, then each zone 
shall be treated as a separate well. All balancing hereunder shall be on the basis of Gas taken from 
the Contract Area measured in MMBtus. 

1. Effective Date and Term 

In the event any Party hereto is not at any time taking or marketing its full share of gas or 
has contracted to sell its share of gas produced 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 attributable to the 
interest of such Party, the terms of this Agreement shall automatically become effective on the date 
of initial deliveries of gas from the Contract Area and shall continue in full force and effect as long 
as the Operating Agreement to which it is attached remains in effect. 

2. Rights of the Parties 

The Parties actually taking or marketing gas produced from the Contract Area shall always 
have the option to produce, take and deliver each month all gas which may be legally and 
efficiently produced by the wells in the Contract Area All Parties hereto shall, however, share in 
and own the liquid hydrocarbons recovered from such gas by lease equipment in accordance with 
their respective interests under and subject to the Operating Agreement to which this Agreement 
is attached regardless of how gas production is being allocated. All Gas taken by a Party in 
accordance with the provisions of this Agreement, regardless of whether such Party is under­
produced or overproduced, shall be regarded as Gas taken for its own account with title thereto 
being in such taking Party. 

3. Accounting for Gas Sales 

On a cumulative basis, (a) each under-produced Party (a Party who has taken or delivered 
a lesser volume of gas than the quantity to which such Party is entitled) shall be credited with a 
volume of gas equal to its full share of the gas produced from the Contract Area, less its share of 
gas used in Unit operations, vented or lost, and less that portion which such under-produced Party 
took or delivered to its purchaser; and (b) each overproduced Party (a Party who has taken or 
delivered a greater volume of gas than the quantity to which such Party is entitled) shall be debited 
with a volume of gas equal to the excess which it has actually taken or marketed over its full share 
ofthe gas produced from the Contract Area after deduction of its share of gas used in Unit 
operations, vented or lost. Each Party taking gas shall furnish or cause to be furnished to the 
Operator of the Contract Area, a monthly statement of gas taken. 
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4. Operator Statements 

The Operator will maintain a current account of the gas balance between the Parties hereto 
and will furnish all Parties monthly statements, mailed quarterly, showing the total quantity of gas 
produced, the total quantity of liquid hydrocarbons, if applicable, and the monthly and cumulative 
over-and-under account of each Party. 

5. Current Volumetric Balancing 

Upon fifteen (15) days prior written notice to Operator, any Under-produced Party may in 
the month following notice begin taking or delivering to a purchaser its full share of the gas 
produced. To allow for the recovery of quantities of Under-produced gas and to balance the gas 
account of the Parties in accordance with their respective interests and subject to Paragraph 6 
herein, the Under-produced Parties shall also be entitled to take, in addition to their full share of 
the gas produced, a quantity of gas (the "make-up gas") of up to fifty percent (50%) of the 
Overproduced Parties' full share of gas produced and taken plus any portion of all gas produced 
and saved which is attributable to any Party not taking its full share of available production. To the 
extent practicable, such Gas shall be made available initially to each Under-produced Party in the 
propo1iion that its percentage interest in the Contract Area bears to the total percentage interests of 
all Under-produced Parties desiring to take such Gas. 

6. Winter Make-up 

It is specifically agreed that no Under-produced Party will be allowed to take make-up gas 
duringthemonthsofNovember,December,January,orFebruary(the"WinterPeriod");provided, 
however, that an Under-produced Party will be allowed to take make-up gas during the Winter 
Period if the Under-produced Party has taken at least one hundred percent ( I 00%) of the make-up 
gas to which it was entitled during the four (4) consecutive months immediately prior to the 
Winter Period. 

7. Operating Costs 

Nothing in this Agreement shall change or affect any Party's obligation to pay its 
proportionate share of all costs and liabilities incurred in operations on or in connection with the 
Contract Area, as its share thereof is set forth in the Operating Agreement, irrespective of whether 
any Party is at any time selling and using Gas or whether such sales or use are in proportion to its 
percentage interest in the Contract Area. 

8. Final Cash Balancing 

Should production of gas from said zone or well be permanently discontinued before the 
gas accounts are balanced, the Operator shall make a final determination of the volume of the last 
accrued over- and underproduction, if any, as of the date of such permanent discontinuance and 
the identity of the Pa1iy or Pa1iies who are over- or under-produced. A cash settlement will then 
be made between the Under-produced and Overproduced Parties. Within sixty (60) days after 
receipt of the final gas settlement statement, each Overproduced Party will send its cash settlement, 
accompanied by appropriate accounting detail, to the Operator. The Operator will distribute the 
monies so received, along with any settlement owed by the Operator as an Overproduced Party, to 
each Under-produced party to whom settlement is due within ninety (90) days after issuance of the 
final gas settlement statement. 

The amount of the cash settlement will be based on the proceeds received, including the 
proceeds for natural gas liquids (NGLs), by the Overproduced Party under an arm's length 
agreement for the volume of Gas that constituted Overproduction by the Overproduced Patiy from 
the Contract Area. For the purpose of implementing the cash settlement provision of this section, 
an Overproduced party will not be considered to have produced any of an Under-produced party's 
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share of Gas until the Overproduced Party has produced cumulatively all of it's percentage interest 
share of the Gas ultimately produced from the Contract Area. 

The values used for calculating the cash settlement under this provision will include all 
proceeds received from the sale of the Gas and NG Ls by the Overproduced Party calculated at the 
Contract Area, after deducting any production or severance taxes paid and any royalty actually paid 
by the Overproduced Patty's to an Under-produced Patty's royalty owner(s), to the extent said 
payments amounted to a discharge of said Under-produced Party's royalty obligation, as well as 
any reasonable marketing, compression, treating, gathering or transportation costs incurred directly 
in connection with the sale of the overproduction. 

9. Transfer of interests 

Any Overproduced Party selling, assigning, exchanging or otherwise transferring any of its 
interest in a proration unit covered by this Agreement shall: (a) immediately notify the Operator and 
all working interest owners of such transfer, and (b) cash balance within ninety (90) days with each 
Under-produced Patty (unless the applicable Under-produced Party notifies the overproduced Patty 
during such ninety (90) day period that it elects not to cash balance) as if production had 
permanently discontinued. 

10. Deliverability Tests 

Nothing herein shall be construed to deny any Patty the right, from time to time, to produce 
and take or deliver to its purchaser an entire well stream, if necessaiy, for a deliverability test not 
to exceed seventy-two (72) hours duration required under such Party's gas sales contract. 

11. Nominations 

Each Party shall, on a monthly basis, give Operator sufficient time and data either to 
nominate such Party's respective share of gas to the transporting pipeline(s) or, if Operator is not 
nominating such Party's gas, to inform Operator of the manner in which to dispatch such Party's 
gas. Operator will use its best efforts to cause said deliveries to be made to the designated gas 
purchasers. It is expressly agreed that Operator shall not be responsible for any fees and/or penalties 
associated with imbalances charged by any pipeline to any Non-Operator(s), unless the Operator 
is proven in the dispatching of such Patty's gas to be grossly negligent or to have engaged in willful 
misconduct. 

12. Payment of Royalties: Indemnity for Royalty Sett)ements 

Unless otherwise provided in the Operating Agreement (or otherwise required in lease 
agreements), each Party shall pay or cause to be paid all royalty due with respect to royalty owners 
to whom it is accountable as if such Party were taking its full share of current production, and only 
its full share of current production. Each Patty agrees to indemnify and hold each and every other 
Patty harmless from any and all claims for royalty payments asserted by royalty owners to whom 
each inde=ifying Patty is accountable. The tenn "royalty owner" shall include owners of standard 
royalties, excess royalties, production payments and similar interests. 

13. ~ 

Each Patty producing and taking or delivering gas to its purchaser shall pay, or cause to be 
paid, all production and/or excise taxes due on such gas. 

14. Assignment and Rights Upon Assignment 

Notwithstanding anything in this Agreement or in the Operating Agreement to the contrary, 
if any Patty assigns (including any sale, exchange or other transfer) any of its working interest in 
the Contract Area when such Party is an Under-produced or Over-produced Party, the assignment 
or other act of transfer shall, insofar as the Parties hereto are concerned, include all interest of the 
assigning or transferring Party in the gas, all rights to receive or obligations to provide or take 
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makeup Gas and all rights to receive or obligations to make any monetary payment which may 
ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall 
thereafter treat the assignment accordingly, and the assigning or transferring Party shall look solely 
to its assignee or other transferee for any interest in the Gas or monetary payment that such Party 
may have or to which it may be entitled, and shall cause its assignee or other transferee to assume 
its obligations hereunder. 

This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing 
herein shall be construed or interpreted as creating any rights in any person or entity not a signatory 
hereto, or as being a stipulation in favor of any such person or entity. 
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EXHIBIT "F" 

Attached to and made part of that certain Operating Agreement dated the 1 st day of August, 2107 by 
and between Enduring Resources, LLC, Operator, and the Signatory Parties thereto, Non-Operators. 

Non-Discrimination and Equal Employment Opportunity Clauses 

In performance of this Agreement, Operator shall not engage in any conduct or practice which 
violates any applicable law, order or regulation prohibiting discrimination against any person by 
reason of race, religion, color, sex, national origin or age. Operator, unless exempt therefrom, 
further agrees to comply fully with the non-discrimination provisions of Section 202 and Executive 
Order No. 11246, Obligations of Contractors and Subcontractors, 41 C.F.R. §60-1 (1995), which 
are hereby included in this Agreement as fully as if copied herein, pursuant to 41 C.F.R. §60-1.5 
(c)( d). 

Further, Operator agrees to comply fully with the non-discrimination provisions of Affirmative 
Action Obligations of Contractors and Subcontractors for Disabled Veterans and Veterans of the 
Vietnam Era, 41 C.F.R. §60-250 (1995), which are hereby included in this Agreement as fully as 
if copied herein, pursuant to 41 C.F.R. §60-250.20,.22. 

Further, Operator agrees to comply fully with the non-discrimination provisions of Affirmative 
Action Obligations of Contractors and Subcontractors for Handicapped Workers, 41 C.F.R. 741 
( 1995)111 which are hereby included in this Agreement as fully as if copied herein, pursuant to 41 
C.F.R. §60-741.20, .22. 
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EXHIBIT "H" 

Attached to and made pat1 of that certain Operating Agreement dated the_Eday of August, 2017 
by and between Enduring Resources, LLC, Operator, and the Signatory Parties thereto, Non- Operators. 

MODEL FORM RECORDING SUPPLEMENT TO 
OPERATING AGREEMENT ANQ FINANCING STATEMENT 

THIS AGREEMENT, entered into by and between Epdqrjpg Resoyrces I j C,hercinafterreferred toas "Operator," and thcsignatorypartyor 
parties other than Operator, hereinafter rcforrcd to individually as Non-Operator," and collectively as "Non Operators."' 

WHEREAS, the parties to this agreement are owners ofOil and Gas Leases and/or OH and Gas Interests in the land identified in Exhibit "N' (said 
land, leases and interests being hereinafter called the "Contract Area"), and in any instance in which the Leases or Interests of a party are not of 
record, the record owner and the party hereto that owns the interest or rights therein arc reflected on Exhibit" A"; 

'WHEREAS, the parties hereto have executed an Operating Agreement dated August l ' t 2017 (hereinthe"OperatingAgreement"}, covering the 
Contract Area for.the purpose of exploring and developing such lands, Leases and Interests for Oil and Gas;and 

WHEREAS, the parties hereto have executed this agreement for the purpose ofimpartirl g notice to all persons of the rights and obligations of the 
parties under the Operating Agreement and for the further purpose of perfecting those rights capable of perfection. 

NOW, THEREFORE, in consideration ofthe mutual rights and obligations ofthe parties hereto, it is agreed as follows: 

I. This agrccmcntsupplemcntsthcOpcratingAgrecment, which Agreement in its entirety is incorporated herein by reference, and all terms used 
here in shall have the meaning ascribed to them in the Operating Agreement 

2. The parties do hereby agreethat: 

A. TI1c Oil and Gas Leases and/or Oil and Gas Interests oft he parties comprising the Contract Area shall be subject to and burdened with the 
terms and provision of this agreement and the Operating Agreement, and the parties do hereby commit such Leases and interests to the 
performance thereof 

B. The exploration and development of the Contract Arca for Oil and Gas shall be governed by the terms and provisions of the Operating 
Agreement., as supplemented by this Agreement. 

C. All costs and liabilities incurred in operations under this agreement and the Operating Agreement shall be borne and paid, and all 
equipment and materials acquired 111 operations on the Contract area shall be owned, by the parties hereto, as provided in the Operating 
Agreement. 

D. Regardless ofthcrccord title ownership to the Oil and Gas Leases and/or Oil 211 d Gas Interests identified on Exhibit "A" all production of 
Oil and Gas from theContractAreashall be owned bythepartiesas provided in the Operating Agreement providednothingcontained in 
this agreement shall be deemed an assignment or cross-assignment of interests covered hereby. 

E. Each party shall pay or deliver, or cause to be paid or delivered, all burdens on its share of the production from the Contract Arca as 
provided in the Operating Agreement. 

F. An overriding royalty, production payment, net profits intcrestorother burden payableoutofproduction hereafter created, assignments 
ofproduction given security for the payment of money and those overriding royalties, production payments and other burdens payable 
out of production heretofore created and defined as Subsequently Created Interests inthcOperatingAgreementshall (i) borne solely by 
the party whose interest is burdened therewith, ( ii) subjcctto suspension if a party is required to assign or relinquish to another party an 
interest which is subject to such burden, and (iii) subjecttothe lien and security interest hereinafter provided if the party subject to such 
burden fails to pay its share of expenses chargeable hereunder and under the Operating Agreement, all upon the tenns and provisions 
and in the times and manner provided by the Operating Agreement. 

G. The Oil and Gas Leases and/or Oil and Gas Interests which arc subject hereto may not be assigned or transferred except in accordance 
with those terms, provisions and restriction in the Operating Agreement regulating such transfers. 

This agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the parties hereto, and their 
respective heirs, devisecs, legal representatives, and assigns, and the terms hereof shall be deemed to run with the leases or interests 
included within the lease Contract Area. 

I-I. The parties shall have the ,ight to acquire an interest in renewal, extension and replacement leases, leases proposed to be surrendered, 
wells proposed to be abandoned, and interests to be relinquished as a result of non-participation in subsequent operations, all in 
accordance with the terms and provisions of the Operating Agreement 

I. The rights and obhgations of the parties and the adjustment ofinterests among them in the event ofa failure or loss of title, each party's 
right to propose operations, obi igations with rcspcctto participation in operations on the Contract Area and the consequences ofa failure 
to participate i. "I operations, the rights and obi igations of the parties regarding the marketing of production, and the rights and remedies 
of the parties for failure to comply with financial obligations shall be as provided in the Operating Agreement. 

J. Each party's L" 1 !crest under this agreement and under the Operating Agreement shall be subject to relinquishment for its failure to 
participate in subsequent operations and each party's share of production and costs shall be reallocated on the basis of such 
relinquishment, all upon the terms and provisions provided in the Operating Agreement 

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

3. The parties hereby grant reciprocal liens and security interest as follows: 

A Each party grants to the other parties hereto a lien upon any interest it now ownsor hereafter acquires in Oil and Gas Leases and Oil and 
Gas Interests in the Contract .Arca, and a security interest and/or purchase money security interest in any interest It now owns of 
hcreatlcr acquires in the personal property and fixtures on or used orobtained for use in connection therewith, to secure performance of 
all of iE obligations under this agreement and the Operating Agreement including but not limited to payment of expense, interest and 
lees, the proper disbursement ofall monies paid under this agreement and the Operating Agreement, the assignment or relinquishment 
of interest in Oil and Gas Leases as required under this agreement and the Operating Agreement, and the proper performance of 
operations undenhis agreement and t..1.eOperating Agreement. Such lien and security interest granted by each party hereto shall include 
such party's leasehold interest, working interest,operatingrights,androyaltyand overriding royalty interests in the Contract.Area now 
owned or hereafter acquired and in lands pooled and unitized therewith or otherwise becoming subject 111 this agreement and the 
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Operating Agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or used or obtained for use in connection 
therewith (including, without limitation, all wells, tools, and tubular goods), and accounts (including without limitation, accounts 
arising from the sale of production at the wellhead), contract rights, inventory and general intangibles relating thereto or arising 
therefrom, and all proceeds and production ofthc foregoing. 

B. Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to the other parties 
shall bea first and prior lien, and each party hereby agrees to maintain the priority of said lien and security interest against all persons 
acquiring an interest in Oil and Gas Leases and Interests covered by this agreement and the Operating Agreement by, through or under 
such pm1y. All parties acquired an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement and the Operating 
Agreement, whether by assignment, merger, mortgage, operation of law, orotherwise, shall be deemed to havetakensubjecttothelien 
and security interest granted by the Operating Agreement and this instrument asto all obligations attributable to such interest under this 
agreement and the Operating Agreement whether or not such obligations arise before or after such interest is acquired. 

C. To the extent that the parties have a security interest under the uniform Commercial Code of the stale in which the Contract Area 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 deemed 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, interest or fr:es, or upon the improper use of funds by the Operator, the other parties shall have the right, without prejudice to 
the amount owed by such party, plus interest, has been received and shall have the right to offset the amount owed against the proceeds 
from the sale of such defaulting party's share of Oil and Gas. All purchasers of production may rely on a notification of default from 
the non-defaulting party or parties stating the amount due as a result oft 11 edefault, and all parties waive any recourse available against 
purchasers for releasing production proceeds as provided in this paragraph. 

D. If any party fails to pay its share of expenses within one hundred twenty (120) days after rendition of a statement therefor by Operator 
the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the proportion that the interest 
ofcach such party bears to the interest ofall such parties. The amount paid by each pm1y so paying its share of the unpaid amount shall be 
secured by the liens and security rights described in this paragraph 3 and in the Operating Agreement, and each paying party may 
independently pursue and remedy available under the Operating Agreement or otherwise. 

E. lfany pa1iy does not pcrfonn all of its obligations under this agreement or the Operating Agreement, and the failure to perform subjects 
such party to foreclosure or execution proceedings pursuant to the provisions of this agreement or the Operating Agreement, to the 
extent allowed by governing law, the defaulting party waives any available right ofredemption from and afterthc date ofjudgment, any 
required valuation orappraiscmcntofthc mortgaged or secured property priortosalc, any available righttostay execution ortorcquire a 
marshalling ofassets 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 or under the Operating Agreement, such power to be exercised in the manner provided by applicable law or otherwise in a 
commercially reasonable manner and upon reasonable notice. 

F. The lien and security interest granted in this paragraph 3 supplements identical rights granted under the Operating Agreement. 

G. To the extent permitted by applicable law, Non-Operators agree that Operator may invoke or utilize the mechanics' ormaterialmen's 
lien lawofthcstatein which the Contract Arca is situated in order to secure the paymcnttoOpcrator ofanysum due underthisagrccmcnt 
and Operating Agreement for services performed or material supplied by Operator. 

H. The above described security will be financed at the wellhead and the well or wells located on the Contract Arca and this Recording 
Supplement may be filed in the land records in the County, or Parish in which the Contract Area is located, and as a financing statement 
in all recording offices required under the Unifonn Commercial Code or other applicable state statutes to perfoct the above-described 
security interest, and any party hereto may file a continuation statement as necessary under the Unifonn Commercial Code, or other 
stale laws. 

4. This agreement shall be effective as of the date of the Operating Agreement as above recited. Upon tennination of this agreement and the 
Operating Agreement and the satisfaction ofall obligations thereunder, Operator is authorized to file of record in all necessary recording 
offices a notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon the request 
of Operator, if Operator has complied with all of its financial obligations. 

5. This agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective 
heirs, dcvisecs, legal representatives, successors and assigns. No sale, encumbrance, transferorother disposition shall be made by any party 
ofany interest in the Leases and Interests subject hereto except as expressly permitted underthe Operating Agreement and, if pennitted, shall 
be made expressly subject to this agreement and the Operating Agreement and without prejudice to the rights of the other parties. If the 
transfer is permitted, the assignee of any ownership interest in any Oil and Gas Lease shall be deemed a party to this agreement and the 
Operating Agreement as to the interest assigned from the after the effective date of the transfer of ownership; provided, however, that the 
ot I .crparticsshall not be required to recognize any such sale, encumbrance, transferorothcrdisposition forany purpose hereunder until thirty 
(30) days after they have received a copy of the instrument or transfer orother satisfactory evidence thereof in writing from the transferor or 
transferee. Noassigmncnt orotherdisposition of interest by a party shall relieve such party ofobligations previously incurred by such party 
undcrthisagreementortheOperatingAgrecment with respect tothe interest transferred, including without limitation the obligation ofa party 
to pay all costs attributable to an operation conducted under this agreement and the Operating Agreement in which such party has agreed to 
participate prior to making such assignment,, and the lien and security interest granted by Article VILB. of the Operating Agreement and 
hereby shall continue to burden the interest transferred to secure payment ofany such obligation. 

6. In the event ofa contl ict between the terms and provision ofthis agreement and the terms and provisions oftheOperating Agreement, then, 
as between the parties, the terms and provision ofthe Operating Agreement shall control. 

7, 171is agreement shall be binding upon each Non-Operator when th.is agreement or a counterpart thereof has been executed by such Non 
Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of the parties to which it is tendered or 
which arc listed on Exhibit" A" as owning an interest in the Contract Arca or which own, in fact, an interest in theContract Arca. In the event 
that any provision herein is illegal or unenforceable, the remaining provision shall not be affected, and shall be enforced as ifthe illegal or 
unenforceable provision did not appear herein. 

8. Other provisions. OTHER PROVJSIONS ARE SET FORTH IN THE OPERATING AGREEMENT. 

IN WITNESS WHEREOF, thisagrcemcntshall be effective asofthe _ day of_ , 20 _. 

2 
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OPERATOR 

ATTEST OR WITNESS 

~

~·::~ By~~==&~ 
__________________________ A.,..._I __ . -C:n bell 

T;,;;;;;rint name 

Title: Vjce President 
Date: __________________ _ 

Address 511 16'" Street Suite 700 Denver CO 80:W'.! 

NON-OPERA TORS 

ATTEST OR WITNESS By: 
Type or print name 

Title.: ___________________ _ 

Date: 

Address: __________________ _ 

ATTEST OR WITNESS 

By: 

Type or Print Name 

Title: __________________ _ 

Date: ___________________ _ 

Address: __________________ _ 

ATTEST OR WITNESS 

By: 

Type or Print Name 

Title: ___________________ _ 

Date: ___________ _ 

Address: __________________ _ 
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ACKNOWLEDGEMENTS 

NOTE: 

The following forms of acknowledgment arc the short fonns approved by the Unifom1 Law on Notarial Acts. The validity and effect of 
these forms in any state will depend upon the statues of that state. 

Individual Acknowledgment 

Stale of' _________ § 

§ ss. 

County or ______ ~ 

This instrument was acknowledged before me on __________ _ 

as~ ________ of ____________________ _ 

(Seal, if any) 

Titlc(andRank) ______________ _ 

My Commission expires ____________ _ 

Acknowledgment in Representative Capacity 

Statcof ~ § 

§ ss. 

City and County of Denver ,§ 

This instrument was acknowledged before me on M~ J \ 1..t>\2> by Alex B. Campbell 

as Yicc President 

(Seal, if any) 

of Enduring Resources, LLC. 

COURTNEY CHRISTINE SOUIRE 
NOTARY PUBLIC 

STATE OF COLORADO 
NOTARY ID 20174040656 

MY COMMISSION EXPIFlES 09/29/2021 
State of _______ _., 

§ ss. 

County ot·_ ------~ 

~~¥ 
Title(andRank),\'-l~ \>v,..'o\,\c__, 

My Commission expires, C\ / 2 q 1602 \ 

This instrument was acknowledged before me on ______________________ _ 

By ____________________________ as _______________ of 

(Seal, if any) 

Titlc(andRank) ______________ _ 

My Commission expires~------------
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