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UNIT AGREEMENT 
FOR THE DEVELOPMENT AND OPERATION 

OFTHE 

WEST ESCA VADA UNIT AREA 

SANDOVAL and SAN JUAN COUNTIES 

STATE OF NEW MEXICO 

NO. l\lMrJfY' \:,:, 2-l gt, 

FEDERAL/ALLOTIEE 
EXPLORATORY UNITS 

THIS AGREEMENT, entered into as of the 1st day of August, 2017, by and between the parties subscribing, ratifying, or consenting 
hereto, and herein referred to as the "parties hereto", 

THIS AGREEMENT, is limited in applicability to wells containing a lateral or laterals drilled, completed or recompleted so that horizontal 
component of the completion interval extends at least one hundred feet (100') in the objective fonnation ("Horizontal Well(s)"). All pre-existing and 
future vertical wells within the Unit boundary drilled and completed in the Mancos Shale Group (see 3. UNITIZED LAND AND UNITIZED 
SUBSTANCES) are excluded from this Agreement. 

WITNESSETH: 

WHEREAS, the parties hereto are the owners of working, royalty or other oil and gas interests in the unit area subject to this 
agreement; and 

WHEREAS, the Mineral Leasing Act of February 25 , 1920, 41 Statute 437, as amended 30 U.S .C. Section 181 et. seq., authorizes 
Federal lessees and their representatives to unite with each other, or jointly or separately with others , in collectively adopting and operating a unit 
plan of development or operations of any oil and gas pool, field , or like area, or any part thereof for the purpose of more properly conserving the 
natural resources thereof whenever determined and certified by the Secretary of the Interior to be necessary or advisable in the public interest; and 

WHEREAS, the Act of March 3, 1909, (35 Stat. 783) as amended by the act of August 9, 1955, (69 Stat. 540), the Act of May I I, 1938, 
(52 Stat. 347 as amended, 25 U.S.C., Sec. 396a-g), Act of August 4, 1947, (61 Stat. 732), Indian Mineral Development Act of 1982 (25 U.S.C. 2101-
2108), provides that all operations under any oil and gas lease on tribal and/or allotted Indian lands shall be subject to the mies and regulations of the 
Secretary of the Interior, and regulations issued pursuant to said statute provide that, in the exercise of his judgment, the Secretary may take into 
consideration, among other things, the Federal laws, state laws or regulations by competent Federal or State authorities or lawful agreements among 
operators regulating either drilling or production or both (25 C.F.R. Sec. 211.28 and 212.28); and, 

WHEREAS, the parties hereto hold sufficient interests in the West Escavada Unit Area covering the land hereinafter described to give 
reasonably effective control of operations therein; and 

WHEREAS, it is the purpose of the parties hereto to conserve natural resources, prevent waste, and secure other benefits obtainable 
through development and operation of the area subject to this agreement under the terms, conditions, and limitations herein set forth; 

NOW, THEREFORE, in consideration of the premises and the promises herein contained, the parties hereto commit to this agreement 
their respective interests in the below-defined unit area, and agree severally among themselves as follows : 

1. ENABLING ACT AND REGULA TIO NS. l11e Acts of March 3, 1909 and of February 25, I 920, as amended, supra, and all valid 
pertinent regwations including operating and unit plan regulations, heretofore issued thereunder or valid, pertinent and reasonable regulations hereafter 
issued thereunder are accepted and made a part of this agreement as to Federal and Indian trust lands, provided such regulations are not inconsistent 
with the tenns of this agreement; and as to non-Federal and non-Indian trust lands, the oil and gas operating regulations in effect as of the effective 
date hereof governing drilling and producing operations, not inconsistent with the tenns here-of or the laws of the State in which the non-Federal land 
is located, are hereby accepted and made a part of this agreement. 

2. UNIT AREA. The following described land is hereby designated and recognized as constituting the unit area: 

See map attached hereto marked as Exhibit "A" is hereby designated and recognized as constituting the Unit Area containing, 2,886.42 
acres more or less. 

Exhibit "A" shows, in addition to the boundary of the unit area , the boundaries and identity of tracts and leases in said area to the extent 
known to the Unit Operator. Exhibit "B" attached hereto is a schedule showing to the extent known to the Unit Operator, the acreage, percentage, 
and kind of ownership of oil and gas interests in all lands in the unit area. However, nothing herein or in Exhibits "A" and "B" shall be construed 
as a representation by any party hereto as to the ownership of any interest other than such interest or interests as are shown in the Exhibits as owned 
by such party . Exhibits "A" and "B" shall be revised by the Unit Operator whenever changes in the unit area or in the ownership interests in the 
individual tracts render such revision necessary, or when requested by the Authorized officer , hereinafter referred to as "AO", and not less than 
four (4) copies of the revised Exhibits shall be filed with the proper Bureau of Land Management office. 

The above-described unit area shall, when practicable, be expanded to include therein any additional lands whenever such expansion is 
deemed to be necessary or advisable to conform with the purposes of this agreement. Such expansion shall be effected in the following manner: 

(a) Unit Operator, on its own motion (after preliminary concurrence by the AO and the Federal Indian Minerals Office (FIMO)) , or on 
demand of the AO or FIMO (after preliminary concurrence by the AO and FIMO) shall prepare a Notice of Proposed Expansion describing the 
contemplated changes in the boundaries of the unit area, the reasons therefore, any plans for additional drilling, and the proposed effective date of 
the expansion, preferably the first day of a month subsequent to the date of notice. 

(b) Said notice shall be delivered to the proper Bureau of Land Management office and copies thereof mailed to the last known address 
of each working interest owner, lessee and lessor whose interest are affected , advising that 30 days will be allowed for submission to the Unit 
Operator of any objections. 
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(c) Upon expiration of the 30-day period provided in the preceding item (b) hereof, Unit Operator shall file with the AO, evidence of 
mailing of the Notice of Expansion and a copy of any objections d1ereto which have been filed wid1 Unit Operator together with an application in 
triplicate , for apprbval of such expansion and wid1 appropriate joinders. 

(d) After due consideration of all pertinent information, d1e expansion shall , upon approval by the AO, FIMO become effective as of 
the date prescribed in d1e notice thereof or such other appropriate date . 

3. UNITIZED LAND AND UNITIZED SUBSTANCES. All land now or hereafter committed to d1is agreement shall constitute land 
referred to herein as "unitized land" or "land subject to d1is agreement". All oil and gas from the top of the Mancos fonnation at a measured 
depth of 3,858 feet down to the stratigraphic equivalent of the base of the Greenhorn fonnation at a measured depth of 5,695feet as encountered 
in the Fulton !well in Section 31, Township 23 No1th, Range 7 West, N.M.P.M. (AP! #30-043-05164), are unitized under the tenns of this 
agreement and herein are called "unitized substances" (see type log attached as Exhibit "C"). 

4. UNIT OPERATOR. Enduring Resources, LLC, hereby designated as Unit Operator and by signature hereto as Unit Operator agrees 
and consents to accept the duties and obligations of Unit Operator for d1e discovery , development, and production of unitized substances as herein 
provided. Whenever reference is made herein to d1e Unit Operator, such reference means the Unit Operator acting in the capacity and not as an 
owner of interest in unitized substances, and the term "working interest owner" when used herein shall include or refer to Unit Operator as the 
owner of a working interest only when such an interest is owned by it. 

5. RESIGNATION OR REMOVAL OF UNIT OPERATOR. Unit Operator shall have the right to resign at any time prior to the 
establishment of unitized production or areas hereunder, but such resignation shall not become effective so as to release Unit Operator from the 
duties and obligations of Unit Operator and terminate Unit Operator's rights as such for a period of six (6) mond1s after notice of intention to resign 
has been served by Unit Operator on all working interest owners and the AO, and until all wells then drilled hereunder are placed in a satisfactory 
condition for suspension or abandonment, whichever is required by the AO as to Federal and Indian trust lands and unless a new Unit Operator 
shall have been selected and approved and shall have taken over and assumed the duties and obligations of Unit Operator prior to the expiration of 
said period. 

Unit Operator shall have d1e right to resign in like manner and subject to like limitations as above provided at any time after a producing 
unit area established hereunder is in existence, but in all instances of resignation or removal , until a successor Unit Operator is selected and 
approved as hereinafter provided, the working interest owners shall be jointly responsible for performance of the duties of Unit Operator, and shall 
not later d1an iliirty (30) days before such resignation or removal becomes effective appoint a common agent to represent d1em in any action to be 
taken hereunder. 

The resignation of Unit Operator shall not release Unit Operator from any liability for any default by it hereunder occurring prior to the 
effective date of its resignation. 

The Unit Operator may, upon default or failure in the performance of its duties or obligations hereunder, be subject to removal by the 
same percentage vote of the owners of working interests as herein provided for the selection of a new Unit Operator. Such removal shall be 
effective upon notice thereof to d1e AO. 

The resignation or removal of Unit Operator under this agreement shall not terminate its right, title, or interest as the owner of a 
working interest or other interest in unitized substances, but upon the resignation or removal of Unit Operator becoming effective, such Unit 
Operator shall deliver possession of all wells , equipment, materials, and appurtenances used in conducting d1e unit operations to the newly qualified 
successor Unit Operator or to the common agent, if no such new Unit Operator is selected, elected, to be used for the purpose of conducting unit 
operations hereunder. Nothing herein shall be construed as audiorizing removal of any material , equipment, or appurtenances needed for the 
preservation of any wells. 

6. SUCCESSOR UNIT OPERATOR. Whenever the Unit Operator shall tender his or its resignation as Unit Operator or shall be 
removed as hereinabove provided, or a change of Unit Operator as negotiated by the working interest owners, the owners of the working interests 
according to their respective acreage interest in all unitized land shall, pursuant to d1e approval of the parties requirements of die unit operating 
agreement, select a successor Unit Operator. Such selection shall not become effective until: 

(a) a Unit Operator so selected shall accept in writing the duties and responsibilities of Unit Operator , and 

(b) the selection shall have been approved by d1e AO and FIMO. 

If no successor Unit Operator is selected and qualified as herein provided, d1e AO , FIMO, at d1eir election may declare d1is unit 
agreement terminated. 

7. ACCOUNTING PROVISIONS AND UNIT OPERATING AGREEMENT. If the Unit Operator is not the sole owner of working 
interests, costs and expenses incurred by Unit Operator in conducting unit operations hereunder shall be paid and apportioned among and borne by 
d1e owners of working interests, all in accordance with die agreement or agreements entered into by and between d1e Unit Operator and d1e owners 
of working interests, whether one or more, separately or collectively. Any agreement or agreements entered into between the working interest 
owners and d1e Unit Operator as provided in d1is section, whether one or more , are herein referred to as the "unit operating agreement". Such unit 
operating agreement shall also provide the manner in which the working interest owners shall be entitled to receive their respective proportionate 
and allocated share of the benefits accruing hereto in conformity with their underlying operating agreements, leases, or other independent contracts, 
and such odier rights and obligations as between Unit Operator and the working interest owners as may be agreed upon by Unit Operator and the 
working interest owners; however, no such unit operating agreement shall be deemed either to modify any of the terms and conditions of this unit 
agreement or to relieve die Unit Operator of any right or obligation established under this unit agreement, and in case of any inconsistency or 
conflict between this agreement and d1e unit operating agreement, this agreement shall govern. Two copies of any unit operating agreement 
executed pursuant to this section shall be filed in the proper Bureau of Land Management office. 

8. RIGHTS AND OBLIGATIONS OF UNIT OPERATOR. Except as otherwise specifically provided herein, the exclusive right, 
privilege, and duty of exercising any and all rights of d1e parties hereto which are necessary or convenient for prospecting for , producing, storing, 
allocating, and distributing the unitized substances are hereby delegated to and shall be exercised by the Unit Operator as herein provided. 
Acceptable evidence of title to said rights shall be deposited wid1 Unit Operator and, together wid1 this agreement, shall constitute and define the 
rights, privileges, and obligations of Unit Operator. Nothing herein, however, shall be construed to transfer title to any land or to any lease or 
operating agreement, it being understood that under this agreement the Unit Operator, in its capacity as Unit Operator , shall exercise the rights of 
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possession and use vested in the parties hereto only for the purposes herein specified. 

9. DRILLING TO DISCOVERY. Within six, (6) months after the effective date hereof, the Unit Operator shall commence to drill an 
adequate test well at a location approved by the AO, unless on such effective date a well is being drilled in confonnity with the tenns hereof, and 
thereafter continue such drilling diligently until a 4000' foot horizontal lateral in the Mancos Shale Group has been tested which can be produced in 
paying quantities (to-wit: quantities sufficient to repay the costs of d1illing, completing, and producing operations, with a reasonable profit) or the Unit 
Operator shall at any time establish to the satisfaction of the AO, that fuither d1illing of said well would be unwananted or impracticable, provided, 
however, that Unit Operator shall not in any event be required to d1ill said well to a measured depth in excess of9,600 feet. Until the discovery of 
unitized substances capable of being produced in paying quantities, the Unit Operator shall continue drilling one well at a time, allowing not more 
than one (I) year between the completion of one well and the commencement of dlilling operations for the next well, until a well capable of producing 
unitized substances in paying quantities is completed to the satisfaction of the AO, if on Federal or Indian trust land or until it is reasonably proved 
that the unitized land is incapable of producing unitized substances in paying quantities in the fonnations drilled hereunder. Nothing in this section 
shall be deemed to limit the right of the Unit Operator to resign as provided in Section 5 hereof, or as requiring Unit Operator to commence or 
continue any drilling during the period pending such resignation becoming effective in order to comply with the requirements of this section. 

The AO may modify any of the drilling requirements of this section by granting reasonable extensions of time when, in their opinion, 
such action is warranted. 

Upon failure to commence any well as provided for in this section within the time allowed including any extension of time granted by 
the AO, this agreement will automatically terminate. Upon failure to continue drilling diligently any well commenced hereunder, the AO may, 
after fifteen (15) days notice to the Unit Operator, declare this unit agreement terminated. The parties to this agreement may not initiate a request 
to voluntarily terminate this agreement during the first six (6) months of its term unless at least one obligation well has been drilled in accordance 
with the provisions of this section. The failure to commence a well subsequent to the drilling of the initial obligation well , or in the case of multiple 
well requirements , if specified, subsequent to the drilling of those multiple wells, as provided for in this (these) section(s), within the time allowed 
including any extension of time granted by the AO, shall cause this agreement to terminate automatically. Upon failure to continue drilling 
diligently any well other than the obligation well(s) commenced hereunder, the AO may , after 15 days notice to the Unit Operator, declare this unit 
agreement terminated. Failure to commence drilling the initial obligation well, or the first of multiple obligation wells, on time and to drill it 
diligently shall result in the unit agreement approval being declared invalid ab initio by the AO. In the case of multiple well requirements, failure to 
commence drilling the required multiple wells beyond the first well , and to drill them diligently, may result in the unit agreement approval being 
declared invalid ab initio by the AO. 

After completion of a well capable of producing unitized substances in paying quantities , the Unit Operator shall continue drilling one 
well at a time, allowing not more than one (1) year between the completion of one well and the commencement of drilling operations for the next 
well, until the Unit is fully developed to the satisfaction of the AO if on Federal or Indian Trust land. 

10. PLAN OF FURTHER DEVELOPMENT AND OPERATION. Within twelve (12) months after completion of a well capable of 
producing unitized substances in paying quantities, the Unit Operator shall submit for the approval of the AO, an acceptable plan of development 
and operation for the unitized land which, when approved by the AO , shall constitute the further drilling and development obligations of the Unit 
Operator under this agreement for the period specified therein. Thereafter, from time to time before the expiration of any existing plan, the Unit 
Operator shall submit for the approval of the AO, a plan for an additional specified period for the development and operation of the unitized land. 
Subsequent plans should normally be filed on a calendar year basis not later than March 1 each year. Any proposed modification or addition to the 
existing plan should be filed as a supplement to the plan. 

Any plan submitted pursuant to this section shall provide for the timely exploration of the unitized area , and for the diligent drilling 
necessary for determination of the area or areas capable of producing unitized substances in paying quantities. This plan shall be as complete and 
adequate as the AO, may determine to be necessary for timely development and proper conservation of the oil and gas resources of the unitized 
area and shall: 

(a) specify the number and locations of any wells to be drilled and the proposed order and time for such drilling; and 
(b) provide a summary of operations and production for the previous year. 

Plans shall be modified or supplemented when necessary to meet changed conditions or to protect the interests of all parties to this 
agreement. Reasonable diligence shall be exercised in complying with the obligations of the approved plan of development and operation. The AO 
is authorized to grant a reasonable extension of the 12-month period herein prescribed for submission of an initial plan of development and on 
operation where such action is justified because of unusual conditions or circumstances 

11. ALLOCATION OF PRODUCTION. All unitized substances produced under this agreement, except any part thereof used in 
conformity with good operating practices within the unitized area for drilling, operating , and other production or development purposes, or for 
repressuring or recycling in accordance with a plan of development and operations that has been approved by the AO, or unavoidably lost shall be 
deemed to be produced equally on an acreage basis from the several tracts of unitized land and unleased Federal and Indian trust land, if any. Each 
such tract shall have allocated to it such percentage of said production as the number of acres of such tract bears to the total acres of unitized land 
and unleased Federal and Indian trust land, if any. All proceeds less taxes and approp1iate royalties, att1ibuted to unleased Indian trust and Federal 
lands included within the unit area are to be placed in an interest earning escrow or trust account for each unleased tract by the designated unit 
operator until the land is leased. These accounts will be subject to audit by the Depa1tment of Intelior. Within 90 days of the issuance of an Indian 
and/or Federal lease within this designated unit area, if the lessee(s) and the working interest owner(s) do not commit the land to this unit agreement 
the proceeds for their po1tion of the escrow account will be fo1feited . TI1cre shall be allocated to the working interest owner(s) of each tract of unitized 
land, in addition, such percentage of the production att1ibutable to the unleased Federal and Indian trust land within the unitized area as the number of 
acres of such unitized tract included in said unitized area bears to the total acres of unitized land in said unitized area, for the payment of the 
compensatory royalty specified in section 15 of this agreement. Allocation of production hereunder for purposes other than for settlement of the 
royalty, oveniding royalty, or payment out of production obligations of the respective working interest owners, including compensatory royalty 
obligations under section 15, shall be prescribed as set fo1th in the unit operating agreement or as othe1wise mutually agreed by the affected patties. 

12. ROYALTY SETTLEMENT. The United States, the Indians , and any royalty owner who is entitled to take in kind a share oftl1e 
substances now unitized hereunder shall hereafter be entitled to the right to take in kind its share of tl1e unitized substances, and Unit Operator, or 
tl1e working interest owner in case of the operation of a well by a working interest owner as herein provided for in special cases, shall make 
deliveries of such royalty share taken in kind in conformity with the applicable contracts , laws, and regulations. Settlement for royalty interest not 
taken in kind shall be made by working interest owners responsible therefore under existing contracts, laws and regulations , or by the Unit Operator 
on or before the last day of each month for unitized substances produced during the preceding calendar month; provided, however, that nothing in 
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this section shall operate to relieve the responsible parties of any land from their respective lease obligations for the payment of any royalties due 
under their leases. 

If gas obtained from lands not subject to this agreement is introduced in,to the unit area hereunder, for use in repressuring, stimulation of 
production, or increasing ultimate recovery in conformity with a plan of developinent and operation approved by the AO, a like amount of gas, 
after settlement as herein provided for any gas transferred from any other area and with appropriate deduction for loss from any cause, may be 
withdrawn from the formation into which the gas is introduced, royalty free as to dry gas , but not as to any products which may be extracted 
therefrom; provided that such withdrawal shall be at such time as may be provided in the approved plan of development and operation or as may 
otherwise be consented to by the AO as conforming to good petroleum engineering practice; and provided further, that such right of withdrawal 
shall terminate on the termination of this Unit Agreement. 

Royalty due on the United States and Indian trust lands shall be computed as provided in 30 CFR Group 200 and paid in value or 
delivered in kind as to all unitized substances on the basis of the amounts thereof allocated to unitized Federal land as provided in Section 11 at the 
rates specified in the respective Federal lease, or at such odier rate or rates as may be authorized by law or regulation and approved by die AO; 
provided, that for leases on which the royalty rate depends on the daily average production per well , said average production shall be determined in 
accordance with the operating regulations as though the unitized area were a single consolidated lease. 

13. RENTAL SETTLEMENT. Rental or minimum royalties due on leases committed hereto shall be paid by appropriate working 
interest owners under existing contracts, laws, and regulations, provided that nod1ing herein contained shall operate to relieve the lessees of any 
land from their respective lease obligations for the payment of any rental or minimum royalty due under their leases. Rental or minimum royalty for 
lands of die United States and Indian trust lands subject to this agreement shall be paid at the rate specified in the respective leases from the United 
States, and Indian trust lands, unless such rental or minimum royalty is waived, suspended, or reduced by law or by approval of die Secretary or 
his duly audiorized representative. 

14. CONSERVATION. Operations hereunder and production of unitized substances shall be conducted to provide for the most 
economical and efficient recovery of said substances widiout waste, as defined by or pursuant to State or Federal law or regulation. 

15. DRAINAGE. The Unit Operator shall take such measures as die AO deems appropriate and adequate to prevent drainage of 
unitized substances for unitized land by wells on land not subject to this agreement, which shall include the drilling of protective wells and which 
may include the payment of a fair and reasonable compensatory royalty, as determined by the AO, as to Federal and Indian leases. 

\ 
16. LEASES AND CONTRACTS CONFORMED AND EXTENDED. The terms, conditions, and provisions of all leases, subleases, 

and odier contracts relating to exploration, drilling, development, or operation for oil or gas on lands committed to this agreement are hereby 
expressly modified and amended to the extent necessary to make the same conform to the provisions hereof, but otherwise to remain in full force 
and effect; and the parties hereto hereby consent that the Secretary, as to Federal and Indian leases , or by the approval hereof by his duly 
authorized representative, shall and does hereby establish, alter, change, or revoke the drilling, producing, rental minimum royalty, and royalty 
requirements of Federal and Indian leases committed hereto and the regulations in respect thereto to conform said requirements to the provisions of 
this agreement, and, widiout limiting die generality of the foregoing , all leases, subleases, and contracts are particularly modified in accordance 
with the following: 

(a) The development and operation of lands subject to this agreement under the terms hereof shall be deemed full performance of all 
obligations for development and operation widi respect to each and every separately owned tract subject to this agreement, regardless of whedier 
there is any development of any particular tract of this unit area . 

(b) Drilling and producing operations performed hereunder upon any tract of unitized lands will be accepted and deemed to be 
performed upon and for die benefit of each and every tract of unitized land, and no lease shall be deemed to expire by reason of failure to drill or 
produce wells situated on the land therein embraced. 

(c) Suspension of drilling or producing operations on all unitized lands pursuant to direction or consent of the AO and FIMO, or his duly 
audiorized representative, shall be deemed to constitute such suspension pursuant to such direction or consent as to each and every tract of unitized 
land. A suspension of drilling or producing operations limited to specified lands shall be applicable only to such lands. 

(d) Each lease, sublease or contract relating to the exploration, drilling, development, or operation for oil or gas of lands other dian 
those of the United States and Indian trust lands committed to this agreement which, by its terms might expire prior to die termination of this 
agreement, is hereby extended beyond any such terms so provided therein so diat it shall be continued in full force and effect for and during the 
term of this agreement. If die public interest requirement is not satisfied, the approval of dlis unit by the AO shall be invalid. 

(e) Any Federal lease committed hereto shall continue in force beyond die term so provided therein or by law as to the land committed 
so long as such lease remains subject hereto, provided that a well capable of production of unitized substances in paying quantities is established in 
paying quantities under d1is unit agreement prior to the expiration date of the term of such lease, or in the event actual drilling operations are 
commenced on unitized land, in accordance widi provisions of diis agreement, prior to die end of the primary term of such lease and are being 
diligently prosecuted at tliat time, such Federal lease shall be extended for two years, and so long thereafter as oil or gas is produced in paying 
quantities in accordance with die provisions of the Act of February 25, 1920, as amended. Any Indian lease committed hereto shall continue in 
force beyond the term so provided therein or by law as to the land committed so long as such lease remains subject hereto, provided that production 
of Unitized Substances in paying quantities is established under this Unit Agreement prior to die expiration date of the term of such lease and such 
lease shall be extended for so long thereafter as oil or gas is produced in paying quantities in accordance with the provisions of the acts governing 
the leasing of Indian lands. 

(f) Each sublease or contract relating to the operation and development of unitized substances from lands of the United States or Indian 
trust lands committed to this agreement, which by its terms would expire prior to the time at which die underlying lease, as extended by die 
immediately preceding paragraph, will expire, is hereby extended beyond any such term so provided therein so that it shall be continued in full 
force and effect for and during the term of the underlying lease as such term is herein extended. 

(g) The segregation of any Federal lease committed to tliis agreement is governed by the following provision in the fourth paragraph of 
Section 17 (j) of the Mineral Leasing Act, as amended by tlie Act of September 2, 1960, (74 Stat. 781-784) (30 U.S.C. 226 (m)) : "Any (Federal) 
lease heretofore or hereafter committed to any such (Unit) plan embracing lands that are in part witliin and in part outside the area covered by any 
such plan shall be segregated into separate leases as to die lands committed and the lands not committed as of die effective date of unitization. 
Provided, however that any such lease as to non-unitized portion shall continue in force and effect for the term diereof, but for not less than two 
years from the date of such segregation and so long thereafter as oil or gas is produced in paying quantities." 
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17. COVENANTS RUN WITH LAND. The covenants herein shall be construed to be covenants running with the land with respect to 
the interests of the parties hereto and their successors in interest until this agreement terminates, and any grant, transfer or conveyance of interest in 
land or lease subject hereto shall be and hereby is conditioned upon the assumption of all privileges and obligations hereunder by the grantee, 
transferee, or other successor in interest. No assignment or transfer of any working interest, royalty, or other interest subject hereto shall be binding 
upon Unit Operator until the first day of the calendar month after Unit Operator is furnished with the original, photostatic, or certified copy of the 
instrument of transfer. 

18. EFFECTIVE DATE AND TERM. This agreement shall become effective upon approval by the AO and FIMO or their duly 
authorized representative and shall automatically terminate five (5) years from said effective date unless: 

(a) Upon application by the Unit Operator such date of expiration is extended by the AO; or 

(b) it is reasonably determined prior to the expiration of the fixed terms or any extension thereof that the unitized land is incapable of 
production of unitized substances in paying quantities in the formations tested hereunder, and after notice of intention to terminate this agreement on 
such ground is given by the Unit Operator to all parties in interest at their last known addresses, this agreement is terminated with approval of the 
AO; or 

(c) a valuable discovery of unitized substances in paying quantities has been made or accepted on unitized land during said initial term or 
any extension thereof, in which event this agreement shall remain in effect for such term and so long thereafter as unitized substances can be 
produced as to Federal or Indian trust lands and are being produced as to State lands in quantities sufficient to pay for the cost of producing same 
from wells on unitized land. Should production cease and diligent drilling or re-working operations to restore production or new production are not 
in progress or reworking within sixty (60) days and production is not restored or should new production not be obtained in paying quantities on 
committed lands within this unit area, this agreement will automatically terminate effective lhe last day of the month in which the last unitized 
production occurred; or 

(d) it is voluntarily terminated as provided in this agreement. Except as noted herein this agreement may be terminated at any time prior 
to the discovery of unitized substances which can be produced in paying quantities by not less than 75 per centum, on an acreage basis, of the 
working interest owners signatory hereto, with the approval of the AO. The Unit Operator shall give notice of any such approval to all parties 
hereto. Voluntary termination may not occur during the first six (6) months of this agreement unless at least one obligation well shall have been 
drilled in conformance with Section 9. If the public interest requirement is not satisfied, the approval of this unit by the AO shall be invalid. 

19. RATE OF PROSPECTING, DEVELOPMENT, AND PRODUCTION. The AO is hereby vested with authority to alter or modify 
from time to time, in his discretion, the quantity and rate of production under this agreement when such quantity and rate are not fixed pursuant to 
Federal or State law, or do not conform to any State-wide voluntary conservation or allocation program which is established, recognized, and 
generally adhered to by the majority of operators in such State. The above authority is hereby limited to alteration or modifications which are in the 
public interest. The public interest to be served and the purpose thereof, must be stated in the order of alteration or modification. Without regard to 
the foregoing, the AO is also hereby vested with authority to alter or modify from time to time, in his discretion, the rate of prospecting and 
development and the quantity and rate of production under this agreement when such alteration or modification is in the interest of attaining the 
conservation objectives stated in this agreement and is not in violation of any applicable Federal or State law. 

Powers in the section vested in the AO shall only be exercised after notice to Unit Operator and opportunity for hearing to be held not 
less than 15 days from notice. 

20. APPEARANCES. Unit Operators shall, after notice to other parties affected, have the right to appear for and on behalf of any and 
all interest affected hereby before the Department of the Interior, and to appeal from orders issued under the regulations of said Department or to 
apply for relief from any of said regulations, or in any proceedings relative to operations before the Department or any other legally constituted 
authority; provided, however, that any other interested party shall also have the right at its own expense to be heard in any such proceeding. 

21. NOTICES . All notices, demands, or statements required hereunder to be given or rendered to the parties hereto shall be in writing 
and shall be personally delivered to the party or parties, or sent by postpaid registered or certified mail , to the last known address of die party or 
parties. 

22. NO WAIVER OF CERTAIN RIGHTS . Nothing contained in diis agreement shall be construed as a waiver by any party hereto of 
the right to assert any legal or constitutional right or defense as to die validity or invalidity of any law of die State where unitized lands are located, 
or of the United States, or regulations issued thereunder in any way affecting such party, or as a waiver by any such party of any right beyond his 
or its authority to waive. 

23 . UNAVOIDABLE DELAY. All obligations under this agreement requiring die Unit Operator to commence or continue drilling, or 
to operate on, or produce unitized substances from any of die lands covered by this agreement, shall be suspended while the Unit Operator, despite 
the exercise of due care and diligence, is prevented from complying widi such obligations, in whole or in part, by strikes, acts of God, Federal, 
State, or municipal law or agencies, unavoidable accidents, uncontrollable delays in transportation, inability to obtain necessary materials or 
equipment in open market, or other matters beyond the reasonable control of the Unit Operator whether similar to matters herein enumerated or 
not. 

24. NONDISCRIMINATION. In connection with the performance of work under this agreement, the Unit Operator agrees to comply 
with all the provisions of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 F.R. 12319), as amended which are hereby incorporated by 
reference in this agreement. 

25. LOSS OF TITLE. In die event title to any tract of unitized land shall fail and the true owner cannot be induced to join in diis unit 
agreement, such tract shall be automatically regarded as not committed hereto, and there shall be such readjustment of future costs and benefits as 
may be required on account of the loss of such title. In die event of a dispute as to title to any royalty , working interest, or other interests subject 
diereto, payment or delivery on account thereof may be withheld without liability for interest until the dispute is finally settled; provided, that, as to 
Federal leases, no payments of funds due die United States should be withheld, but such funds shall be deposited as directed by the AO, to be held 
as unearned money pending final settlement of die title dispute, and then applied as earned or returned in accordance with such final settlement. 

Unit Operator as such is relieved from any responsibility for any defect or failure of any title hereunder . 
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26. NON-JOINDER AND SUBSEQUENT JOINDER. If the owner of any substantial interest in a tract within the unit area fails or 
refuses to subscribe or consent to this agreement, the owner of the working interest in that tract may withdraw the tract from this agreement by 
written notice delivered to the proper Bureau of Land Management office, and the Unit Operator prior to the approval of this agreement by the AO. 
Any oil or gas interests in lands within the unit area not committed hereto prior to final approval may thereafter be committed hereto by the owner 

or owners thereof subscribing or consenting to this agreement, and, if the interest, is a working interest, by the owner of such interest only 
subscribing to the unit operating agreement. 

After operations are commenced hereunder, the right of subsequentjoinder, as provided in this section, by a working interest owner is 
subject to such requirements or approval(s), if any, pertaining to such joinder, as may be provided for in the unit operating agreement. After final 
approval hereof, joinder by a non-working interest owner must be consented to in writing by the working interest owner committed hereto and 
responsible for the payment of any benefits that may accrue hereunder in behalf of such non-working interest. A non-working interest may not be 
committed to this unit agreement unless the corresponding working interest is committed hereto. Joinder to the unit agreement by a working interest 
owner, at any time, must be accompanied by appropriate joinder to the unit operating agreement, in order for the interest to be regarded as 
committed to this agreement. Except as may otherwise herein be provided, subsequent joinders to this agreement shall be effective as of the date of 
the filing with the AO and the Division of duly executed counterparts of all or any papers necessary to establish effective commitment of any 
interest and/or tract to this agreement. 

27. COUNTERPARTS. This agreement may be executed in any number of counterparts, no one of which needs to be executed by all 
parties, or may be ratified or consented to by separate instrument in writing specifically referring hereto and shall be binding upon all those parties 
who have executed such a counterpart, ratification, or consent hereto with the same force and effect as if all such parties had signed the same 
document and regardless of whether or not it is executed by all other parties owning or claiming an interest in the lands within the above-described 
unit area . 

28. SURRENDER. Nothing in this agreement shall prohibit the exercise by any working interest owner of the right to surrender vested 
in such party by any lease, sublease, or operating agreement as to all or any part of the lands covered thereby, provided that each party who will or 
might acquire such working interest by such surrender or by forfeiture as hereafter set forth, is bound by the terms of this agreement. 

If, as a result of any such surrender, the working interest rights as to such lands become vested in any party other than the fee owner of 
the unitized substances, said party may forfeit such rights and further benefits from operation hereunder as to said land to the party next in the chain 
of title who shall be and become the owner of such working interest. 

If, as a result of any such surrender or forfeiture, working interest rights become vested in the fee owner of the unitized substances, 
such owner may: 

(a) accept those working interest rights subject to this agreement and the unit operating agreement; or 

(b) lease the portion of such land subject to this agreement and the unit operating agreement; or 

(c) provide for the independent operation of any part of such land. 

If the fee owner of the unitized substances does not accept the working interest rights subject to this agreement and the unit operating 
agreement or lease such lands as above provided within six (6) months after the surrender or forfeited working interest rights become vested in the 
fee owner, the benefits and obligations of operations accruing to such lands under this agreement and the unit operating agreement shall be shared 
by the remaining owners of unitized working interests in accordance with their respective working interest ownerships, and such owners of working 
interests shall compensate the fee owner of unitized substances in such lands by paying sums equal to the rentals, minimum royalties, and royalties 
applicable to such lands under the lease in effect when the lands were unitized. 

An appropriate accounting and settlement shall be made for all benefits accruing to or payments and expenditures made or incurred on 
behalf of such surrendered or forfeited working interest subsequent to the date of surrender or forfeiture , and payment of any monies found to be 
owing by such an accounting shalJ be made as between the parties within thirty (30) days. 

The exercise of any right vested in a working interest owner to reassign such working interest to the party from whom obtained shall be 
subject to the same conditions as set forth in this section in regard to the exercise of a right to surrender. 

29. TAXES. The working interest owners shall render and pay for their account and the account of the royalty owners all valid taxes 
on or measured by the unitized substances in and under or that may be produced, gathered and sold from the land covered by this agreement after 
its effective date, or upon the proceeds derived therefrom. The working interest owners on each tract shall and may charge the proper proportion of 
said taxes to royalty owners having interest in said tract, and may currently retain and deduct a sufficient amount of the unitized substances or 
derivative products, or net proceeds thereof, from the allocated share of each royalty owner to secure reimbursement for the taxes so paid. No such 
taxes shall be charged to the United States or the State of New Mexico or to any lessor who has a contract with his lessee which requires the lessee 
to pay such taxes. 

30. NO PARTNERSIDP. It is expressly agreed that the relation of the parties hereto is that of independent contractors and nothing 
contained in this agreement, expressed or implied, nor any operations conducted hereunder, shall create or be deemed to have created a partnership 
or association between the parties hereto or any of them. 

31. SURFACE AND ENVIRONMENTAL PROTECTION STIPULATIONS. Nothing in this agreement shall modify or change either 
the special Federal lease stipulations relating to surface management or such special Federal lease stipulations relating to surface and environmental 
protection, attached to and made a part of, Oil and Gas Leases covering lands within the Unit Area. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be executed and have set opposite their respective names 
the date of execution. 
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ENDURING RESOURCES, LLC 

By ________________ _ 

Alex B. Campbell , Vice President 

Date of Execution ___________ _ 

Address: 
511 - 16TH Street, Suite 700 
Denver, Colorado 80202 

STATE OF COLORADO 

CITY AND COUNTY OF DENVER 
)ss. 

On this _____ day of _______ , 2018 , before me appeared Alex B. Campbell, to me personally known, who, being duly sworn, 
did say that he is the Vice President of ________ Enduring Resources, LLC ____________ and that the seal 
affixed to said instrument was signed and sealed in behalf of said corporation by authority of its board of directors, and said Alex B. Campbell 
acknowledged said instrument to be the free act of deed of said corporation. 

My Commission Expires: _________ _ 
Notary Public 

BUREAU OF LAND MANAGEMENT 

By ________________ _ 

Date of Execution ___________ _ 

Address 

STATE OF --------------~ 
)ss. 

COUNTY OF -------------~ 
On this _____ day of _______ , 2018, before me appeared ___________ to me personally known, who, being 
duly sworn, did say that he is the ___________ of and that the seal 
affixed to said instrument was signed and sealed in behalf of said corporation by authority of its board of directors, and said 
________________ acknowledged said instrument to be the free act of deed of said corporation. 

My Commission Expires: _________ _ 
Notary Public 

FEDERAL INDIAN MINERALS OFFICE 

By _____________ ___ _ 

Date of Execution ----- -------
Address 

STATE OF _ _ __________ ~ 

)ss. 
COUNTY OF ------------- ~ 
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On this _____ day of _______ , 2018, before me appeared ___________ to me personally known, who, being 
duly sworn, did say that he is the ____________ of and that the seal 
affixed to said instrument was signed and sealed in behalf of said cmporation by authority of its board of directors, and said 
__________________ acknowledged said instrument to be the free act of deed of said corporation. 

My Commission Expires: __________ _ 
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.. 

::DU~ 
Alex B. Campbell, Vice President 

Date of Execution o~-r-/ 0'1 l l ~ 
Address: 
511 - I 6·111 Street, Suite 700 
Denver, Colorado 80202 

ST A TE OF COLORADO 

CITY AND COUNTY OF DENVER 
)ss. 
) 

On this 1 day of 'Mc;..;:! , 2018, before me appeared Alex B. Campbell, to me personally known, who, being duly sworn, did 
say that he is the Vice President of ~ Enduring Resources, LLC _____________ and that the seal allixed 
to said instrument was signed and scaled in behalf of said corporation by authority of its board of directors, and said Alex 13. Campbell acknowledged 
said instrument to be the free act of deed of said corporation. 

My Commission ,P~pircs: t\ l 'l C\ 12.D'.2 \ 

BUREAU OF LAND MANAGEMENT 

By _________ _ 

Date of Execution ____________ _ 

Address 

STATE OF ____________ ~ 
)ss. 

COUNTYOF ___________ ...J 

~~ 
COURTNEY CHRISTINE SQUIRE 

NOTARY PUBLIC 
STATE OF COLORADO 

NOTARY ID 20174040656 
MY COMMISSION EXPIRES 09/29/2021 

On this _____ day of ______ __, 2018, before me appeared ___________ to me personally known, who, being 
duly sworn, did say that he is thc ___________ of___________________ and that the seal 
allixcd to said instrument was signed and scaled in behalf of said corporation by authority of its board of directors, and said 
________________ __;acknowledged said instrument to be the free act of deed of said corporation. 

My Commission Expires: __________ _ 

.. Notary Public 

FEDERAL JNDJAN MINERALS OFFICE 

By ________ _ 

Date of Execution ____________ _ 

Address 

STATE OF ____________ ~ 
)ss. 

COUNTY OF ___________ ~ 

On this _____ day or ______ ~ 2018, before me appeared ___________ to me personally known, who, being 
duly sworn, did say that he is the ___________ of____________________ and that the seal 
allixed to said instrument was signed and scaled in behalf of said corporation by authority cir its board or directors, and said 

Ii ~~ acknowlcdg~d said instrument to be the free act of deed of said corporation. 

My Commission Expires: __________ _ 
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Dale nr b m1lion os-f O 'l l CP 
Address: 
5 11 - I 6T11 Street, Su ite 700 
Denver. Colorado 80202 

sTAT[ oi: Co\ eiro ~t> 1 
)ss. 

COUNTY OF °t)V(1\{{.Y ) 

On this '1 day of_l-rl~ !!..fr~ .. • :!0 18, before me appeared ~ 't, l~4ro~1)ll me personally known, who, being 
duly sworn, did say that he is the tct. · t~ .,. of t::@W\'f'C\ 'O,~ '::, \ \..\.C and that the seal 
ai'lixcd to said instrument was signed and scaled in bchalrof said corporation by authority oi'its board of directors, and said 
~ (; ~ acknowledged said instrument to be the free act or deed of said corporation. 

My Co111111ission bpircs: C} /zq { 20'2..\ ~ ~~ 

BllREAlt OF LAND I\IANAGEMENT 

... 
8y ... ~ -

Date or Execution () ~, :> \ { !;}.(Jl ~ 
Address 

sTATE oF N 0,u N.e't t ~u 
COUNTY 01' SM r \.,Ld,v\ 

)ss. 
) 

Nola1y Public 

COURTNEY CHRJS\ JNE SQUIRE .. I 
NOTARY PUBLIC 

STATE OF COLORADO 
NOTARY ID 20174040656 

_ MY _<?OM MISSION ~~£'.1~: §.S 00/29/2021 _j 

On this 3 l day or ~?'J . 20 IS, before me appeared _R'leh,Cl.rd 1\-. R € \Js lo 111c personally known, who, being 
duly sworn. did say that he is the_ el ~'Ce 0\A,\1tser or 6 \.-f'1\ -F-f:C., and that the seal 
ani\cd to said instrument was signed and scaled in behalf" or said corporatiop by authority or its board or directors, and said 
_ 8,\cb4rd £\ h£:tlds acknowledged spic.l)pstnl111cnl to be the fre(iict'l'>f deed of said corporation. ,t, .. ,, . 

............ \ • ' I •1: t 
' ,- .··" ,t . 

My Commiss ion Expires: 0'3/ t 1 I ~O ~\ 

Address 

)ss. 
r • ~, -~- -. ) 

<5f:-"i'l•J~ Ofr!Ci..lL ;ji:Al. 
ji, il.~,l:~~ BER-THA L. SHOR1Y 
fl3/.,ffe'NOTARY PUBLIC-STATE Oft,J.i :LX,CtJ 
,lfu~ Mv Comm. Expires: -1/ Pf:/. 
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OPERATING AGREEMENT 

Tl-US AGREEMENT, cnh:rcd into by and between _E_nwduY~ci~m~• ~B~cs~2~ur~c~c,;~L-LC-_____________ _ 
hereinafter designated and referred to as "Operator," and the signatory party or pa11ics other than Operator, sometimes 

hereinafter referred to individually as "Non-Operator," nnd collcctiv:cly as "Non-Operators." 

WITNESSETH: 

Wl-lEREAS, the parties to this agreement arc owners of Oil and Gas Leases and/or Oil and Gas Interests in the land 

identified in Exhibit "A," and the parties hereto have entered into that ccrtnin Unit Agreement for the Development ond Operation of tho 

West Escnvndn Unit Arc.:i, Sandoval and San Juan Counties, Stute of New Mexico, dated as of the_ d.ly of_ 2017, and hereinafter 

referred to as tho .. Unit Agreement" 1'etleht.·d-•ftll--ftgr-eement to explore and develop these Leases and/or Oil 

and Gas Interests for the production of Oil and Gas to the extent and aS herema.fier provided, 

WHEREAS, the pnnics enter into this agreement pursuant to S<:ction 7 of the Unit Agreement. 

NOW, THEREFORE, it is agreed as follows: 

ARTICLE I. 

DEFINITIONS 

As used 111 this agreement, the following words and terms shall have.the meanings here ascribed to them; 

A The term "AfE" shall mean a DETAILED Authori ty for Expenditure prep.ired by a party to this ugrecmcnt fur the purpose of 

estimating the costs 10 be incurred in conducting an operation hereunder. An AfE.for a Horizontal or Multi•lateral Well shall clearly stipulate 
that the well being J)roposed is a Horizontal or Multi•lateral Well and shall include all Completion operations for the proposed Horizontal or 
Multi-lateral Well. 

D. The term "Completion" or "Complete" sha ll mean a single operation intended to complete a we ll as a producer of Oil 

and Gas in one or more Zones, including, but not limited lo, the setting of production casing, ~>crforating, well stimulation 

and production testing conducted in such operation. 

C. The term !!C-ontmct-Arcu.!!. "Un.it Arca" shall mean all of the la.nds, 011 and Gas Leases and/or Oil and Gas Interests intended 

to be , developl.'Cl and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas 

Interests arc described in Exhibit "A" 

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

Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the . . 
lesser. When used in connection with a ML(lti•lnteral or Horizontal \Veil the tcm1 "Deepen" shall mean an operation whereby 11 Lateral is 
drilled to a horizontal distance greater than ·the distance set out in the well pro; osal approved by the Consenting Parties, or to a horizontal 
clistnnce greater than the total measured deptt1 to which the Lateral was previou~ly drilled. 

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

cost of any operation conducted under the provisions of this ugrccmcnL 

F. The term "Drill ing Unit" shall mean the area fi xed for the drilling of one or more wcll(s) by order or rule of any state or federal 

36 body having authority. If a Drilling Unit 1s not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as 
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established by the pattern of drilling in the tOntrnct Unit Arca unless fixed by express agreement of the Drilling Parties. 

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

located. The tcnn "Drillsite" when used in connection with a Horizontal or Multl•latcral Well shall mean the surface location and the Oil and 
Gas L~scs or•Oil 11nd Gas Interests within the spacing unit on which the wellborcs, including all Laterals, are located. 

the temls ot\h~lt}~fte!A.Sri~~~~aJt.Test Wclltt shall mean _1he well required to be drilled ~lhc-purtie!j-hcreto-as-providcd-in-Arttelt..'-Y.l-:A-;-under 

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

provided in Article VJ.B.2. 

J. The terms "Non-Drilling Party" and "Non-Consenting Party" sha ll mean a party who cl< .. -cts not to participate in a 

propos1,.'CI operation. 

K. The term "Oil and Gas" shall mean oi l, gas, casinghcad gas, gas condensate, and/or all other liquid or ga.scous 

hydrocarbons and other marketable substances produc1.'CI therewith, unless an intent to limit the inclusiveness of 1his 'term is 

specifically stated. 

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

of land lymg within the tOntruct Unit Arca which arc owned by parties to this agreement. 

M. The terms "011 and Gas Le:1se, 11 "Lease" and "Leasehold" shall mean the 011 11nd gas leases or interests therein 

covering tracts of land lying within the tontrnct Unit Arca which ure owned by the parties to this agreement. 

N. The term "Plug llack" shall me:111 a single operation whereby a dl.'Cper Zone is abandoned in order to attempt a 

Completion in a shallower Zone. When used in connection with a Horizontal or Multi•lateral Well, the term .. Plug Back" shall mean an 
operation to test or Complete the well at a stratigraphically shallower geological horizon in which the operation has been or is being Completed 
and wl1ich is llot within an existing Lateral. 

0 . The term "Recomph.:tion" or 11RecompleteM shall mean an operation whereby a Completion in one Zone is abandoned 

in order to attempt a Complelion in :i dilTeren t Zone wilhin the existing wellbore. 

P. The term "Rework" shall mean an operat ion conducted in the wellbore of a well afier it is Completed lot\secure, 

restore, or improve production in a Zone which is currently open to pfoduction in the \1.:cllborc. Such operations include, l>ut 

ilre not l11111ted lo, well stimulation operations but exclude any routi,m repair or maintenance work or drilling. Sidetracking, 

Deepening, Completing, Recompleting, or Plugging Back ofa well . 
Q. The term "Sidetrack" shall mean the directional control and intentional deviation of a well from vert ical so as to 

change the botlom hole location unless done to straighten th\l hole or drill around junk in the 11J 1c to overcome other 

mechanical difficulties. When used in connection with n Horizontal or Multi•latcral Well, the term "Sidetrack" shall mean the directional 
control nnd intentional deviation of a well outside the existing Lateml(s) so as to change the Zone or the direction of a Lateral as originally 
proposed, unless done to straighten the hole or drill around junk in the hole or to overcome other mechanic11I difficulties. 

R. The term "Zone" shall mean a stratum of earth containing or thought to contain a common accumulation of Oil and 
G,1s separately producible from any other common nccumulntion of Oil and Gas. 

S. The tem1 "Lateral" shall mean that portion of n well bore that deviates from approximate vertical orientation to approximate 
horizontal orientation and nil wcllbore be)tOnd such deviation to Total Measured Depth. 

T. TI1e term "Horizonti.1 Well'' shall mean a well containing il single Lateral which is drilled, Completed or Recompletcd in a 
manner in which the horizontal component of the completion interval (I) extends at least one hundred (100') feet in the objcctivt fom1ation 
and (2) exceeds the vertical component oftha completion intcrva.l in the objective formation . 
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U. The tcmi , .. Multi-latcral Well .. shall mcnn n well which contains more than one Lateral which is drilled, Completed or 
Rccomplctcd in o manner in which the horizontal component of the completion interval of et1ch Lateral (1) extends at least one hundred (100' ) 
feet in the objective fomiauon(s) and (2) exceeds the verticnl component of the completion iritcrval in the objective formntion(s). 

V, Tho term .. Total Measured Depth" when used in connection with a Multi-lateral or Horizontal Well, shall mean the distance 
from the surface of the ground to the terminus of the wcllborc, as measured along the wcllborc. Each lateral to.ken together with the common 
vertical wcllboro shall bo considered• single wellboro and shnll hove• correspond ins Toto I Mcnsurcd Depth. Notwithstnnding the foregoing. 
in the caso ofa Multi-lnleml Well, if the production from ench Loteral is to be commingled in the common vcrttcnl wellbore then the Lotemls 
nnd vertic.,1 wellborc shnll be conStdered collectively ns one wellborc. When the proposed operntion(s)'js the drilling of, or operation on, a 
Hori:r.ontnl or Multi-Loteml Well, the tem1s "deplh" or"total depU1" wherever used in the Agreement shnll ,be deemed to rend "Totnl Mcnsured 
Depth" insofor as it npplics to such wall. 

W. Tho tern, "Vcrticnl Well" shulJ·mcan n well drilled, Completed or Recompleted other U1nn a Horizontal or Multi-Loteral Well . 
X. Tho tern, "Horizontnl" shall mconopproximntcly purallcl to the eanh's surface or more generally n deviation from verticnl of 

more than 30 degrees. 

~ 
Unless the context otherwise clearly indicates, words used in the singular include the plural, the won] "person" includes 

natural and artificial persons, the pluml includes the singular, and any gender includes the masculine, fcmi1\inc, and neuter. 

ARTICLEU. 

EXIUBITS 

The, following exhibi ts, as indicated below and attached hereto, arc incorporated in and made a Part hereof: 

_x_ A Exhibit "A," sha ll incl ude the following information : 

(I) Dcscnption of lands subject to this agrcemcnl 

(2) Restrictions, if nny, as to depths, format ions, or substances, 

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

(4) Percentages or fract iona l interests of parties to this agreement, 

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

(6) Burdens on production. 

(7) Pint of Unit Area 
~!'Ml1ibit~li,!!-Foml-'tif--bcose:, 

__x_ C. Exhibit "C," Accounting Procedure. 

__x_ D. Exhibit "D," Insurance, with lnsur:mcc ElcctionBallot(s). 

__x_ E. Exhibit "E," Gas Dalancing Agn.-cmcut 

__x_ F. Exhibit "F," Non-Discrin1inat1on and Certification of Non-Segregated Facilities. 

-G:-EKl11bi~ax-llftrtncrsh1p;-

____x_ H. Other: Recordini.-: Supplement ond Financing Stotement Form 61 ORS 

West &cornda Unit Operating Agreement 

'• 



• 

if 

• •,. ,, 

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

J If any provision of any exhibit. except Exhibits "E," and "f" ond-!!.Gf is inconsistent with any provision contained in 

2 the bo<ly' of this agrccn1~11t, tl;c provisions in the body of this agreement shall prevail . 

ARTICLE 111. 

4 INTERESTS OF PARTIES 
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A. Oil mul Gi1s lnterc.sts: 

Jf any party owns an Oil and Gas Interest in the ·tontract Unit Arca, that interest shall be treated for all purposes of this 

agreement and during the tcm1 hereof as if it were covered by the form of Oil and Gas Lease attached hereto ns Exhibit "B," 

and the owner thereof shall be deemed to own both royalty interest in such lease and th:;' intcrcst oftJ1c lcssl.'C thereunder. 

B. lntercslS of Part ies in Casis and Production: 

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne 

and paid, and all equipment and materials acquired in operations on the Gentrnct Unit Arca shall be owned, by the parties as their 

interests arc set forth in · Exhibit "A,"' In the same manner, the parties shall also own all production of Oil and Gas from the 

G-ontroet Unit Arca subject, however, to the payment of royalties and other burdens on production as described hereafter. 

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

burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or 

any liability therefor. 

Except as otherwise expressly provided in this agreement, if any pa'rty has contributed hereto any Lease or Interest which is 

burdened with any royalty, overriding royalty, production payment or other burden on production in excess of the amounts 

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

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

the Drilling Unit for the productive Zonc(s) is identical with the Gontmet Unit Arca, each party shall pay, or deliver, or cause to 

be p~id or delivered, all burdens on production from the Gt>ntraet Unit Arca due under the terms of the Oil and Gas Lease(s) 

whicl; such party has contribut~>d to this agreement, and shall indemnify, defend and hold the other parties free from any 

liability therefor. 

No party shall ever be responsible, on a price basis higher than the price received by such party, to any other party1s 

lessor or royally owner, and if such other party's lessor or royalty owner should demand and receive settlement on a higher 

pri~e basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price. 

Nothing contained in this Article m.B. shall be deemed an assignment or cross~assignmcnt of interests covered hereby, 

and in the ·event two or more panics contribute to this agreement jointly owned Leases, the parties' undivided interests in 

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

C. Subset1uently Crcnled lnte1·ests: 

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 if, atler the date of this agreement, any party creates an overriding royalty, production 

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

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

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

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

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

Lease or Interest to exceed the amount stipulated in Article lll.B. above. 

The party whose interest is burdened with the Subsequently Created Interest (the "Durdcned Party") shall assume and 

alone l>car, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other 

parties from and against any liability therefor. Further, if the llurdencd Party fails to pay, when due, its share of expenses 

chargeable hereunder, all provisions of Article VII.D. shall be enforceable against the Subsequently Created interest in the 

same manner as they arc enforceable against the working interest of the Burdened Party. If the Burdened Party is required 

under this agreement lo 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 sa id assignment and/or production free and clear of 

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

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

AlfflCLE IV. 

TITLES 

A. Tille Ex1uni11;:1tio 11: 

Title examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and, 

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

Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working 

interest, minerals, royalty, overriding royalty and production payments under the applicable Leases. Each party contributing 

Leases and/or Oil and Gas Interests to be included ·in the Drillsite or Drilling Unit, if appropriate, shall furnish to Operator 

all abstracts (including federal lease status reports) , title opinions, title papers and curative material in its possession free of 

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

examination of the title, shall be obtained by Operator. Operator shall cause title to be examined by attorneys on its staff or 

by outside attorneys. Copies of all title opinions shall be furnished to each Drilling Party upon written request. Costs incurred by Operator 

in procuring abstracts, fees paid outside attorneys or other outside land consultants for title examination (including preliminary, supplemental, 

shut-in royalty opi111ons and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling 
Parties in the proportion that the interest of each Drilling Party bears to the tota l interest of all Drilling Parties as such interests appear in 

Exhibit "A." Operator shall make no charge for services rendcr~-<l by its stafT attorneys or other Personnel in the performance of the above 

functions. 

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

connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation 

and recording of pooling designations or declarations and communitization 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 operations hereunder. This shall not prevent any party from appearing on its own behalf at such hearings. 

SS~fc i~g~~~~m~~1~1~c~g~~~ct~~uJ~NJicgo1~~1/g l~~~~~~t!~~
1~rop0

Jr ?~1
;CJ1g~~,\e?ti

1
~

1
go~~g~~Jt~rJa· u~~~cr1\1~~ea~~t~~l~~\~1~ ;i;~'II ~gr:r!:~,g 

charges to thejoi~t account and shall not be covered by the administrative overhead charges as provided in Exhibit "C." 
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Operator sha ll make no charge for ·services rendered by its staff attorneys or other personnel in the performance of the above 

functions. 

No well shall be drilled on the Gontract Unit Arca until after (1) the title to the Drillsitc or Drilling Unit, if appropriate, has 

been e,mmincd as above provided, and (2) the title has been approved by the examining-ollomey-or--tille-hos--been--ooce1>ted--by 

oll-ol'll~,iHin~aFties-in-sueh-welh 

6 U. Loss or Failure of Title: 

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

reduction of interest from that shown on Exhibit "A." the party credited with contributing the affected Lease or Interest 

9 (including, if applicable, a successor in interest to such party) sha ll have ninety (90) days from final determination of title 

IO 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 VI U.IJ., and failing to do so, this agreement, nevertheless, shall continue in 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 Utterest affected by the title failure (including, if 

14 applicable, a successor in interest to such party) sha ll bear alone the entire loss and it shall not be entitled to recover from 

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

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

17 (b) There shall be no reLroactive adjustment of expenses incurred or revenues received from the operation of the 

18 Lease or Interest which has failed, but the interests of the parties contain'--d on Exhibit "A" sha ll 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 is afTected by the title failure wi ll thereafter be reduced in the t01Jtm(.>t Unit Area by the amount of the Lease or Interest failed; 

2 1 (c) If the proportionate interest of the · other parties hereto in any producing well previously drilled on the Contract 

22 Arca is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attributable 

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

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

25 attributable to such failed Lease or Interest; 

26 {d} Should any person not a party to this agreement, who is determined to be the owner of any Lease or Interest 

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

28 to the party or parties who bore the costs which are so refunded; 

29 (c) Any liability to account to a person not a party to this agreement for prior production of Oil and Gas which arises 

30 by reason of title failure shall be borne severally by each party (including 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 indemnify, 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 if the party contributing such Lease or Interest hereto elects to defend its title 

35 it shall bear all expenses in connection therewith; and 

36 (g) If any party is given credit on Exhibit "A" to a Lease or Interest which is limited so lely to ownership of an 

37 interest in the wellbore of any well or wells and the production therefrom. such party's absence of interest in the remainder 

38 of the Gontmct Unit Area shall be considered a Fai lure of Title as to such remaining (;ontreet Unit Arca unless that absence of interest 

39 is re0ected on Exhibi t "A." 

40 2. Loss by Non·Pavmcot or Erroneous Pavmcnt of Amount Due: If, through mistake or oversight, any rental, shut•in well 

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

42 Lease or mterest 1s not paid or is 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 required payment 

44 secures a new Lease or Interest covering the same inlercst wi thin ninety (90) days from the discovery, of the failure to make 

45 proper payment, which acquisition will not be subject to Article Vl.ll.B., the interests of the parties reflected on Exhibit "A" 

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

47 who failed to make proper payment will no longer be credited with an interest in the Gontrnet Unit Arca on account of ownership 

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

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

50 calculated on an acreage basis, for the development and operating costs previously paid on account of such Lease or Interest, 

51 it shall be reimbursed for unrecovcred actual 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 following as is necessary to effect reimbursement: 

53 (a) Proceeds of Oil and Gas produced prior to termination 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 of unrecovcrcd costs; 

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

57 to make payment, up to the amount of unrecovered costs attributable to that portion of Oil and Gas thereafter produced and 

58 marketed (excluding production from any wells thereafter drilled) which, in the absence of such Lease or Interest termination, 

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

60 termination is cr(.-dited to other parties, the proc(.'Cds of said portion of the Oil and Gas to be contributed by the olher parties 

61 in proportion to their respective interests reflected on Exhibit" A"; and, 

62 (c) Any monies, up to the amount of unrecovcred costs, that may be paid by a.ny party who is, or becomes, the owner 

63 of the Lease or Interest lost, for the privilege of participating in the tOntrnct Unit Arca or becoming a party to this agreement. 

64 3. Other Losses: All losses of Leases or Interests committed to this agreement, other than those set forth in Articles 

65 IV.D. I. and IV.13.2. above, sha ll be Joinl losses and shall be borne by all parties in proportion to their _interests shown on 

66 Exhibit "A." This shall include but not be limited to the loss of any Lease or Interest through failure to develop or because 

67 express or implied covenants have not been performed (other tha.n 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 it is not renewed or extended. There shall be no 

69 readjustment of interests in the remaining portion of the Gontraet Unit Arca on account of any joint loss. 

70 4. ~ : In the event of a Failure of Title under Article IV.B. I. or a loss of title under Article IV.B.2. above, any 

71 Lease or Interest acquired by any party hereto (other than the party whose interest has failed or was lost) during tl1e ninety 

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

73 or was lost shall be offered at cost to the party whose interest has failed or was lost, and the provisions of Article Vlll.B. 

74 shall not apply to such acquisition. 
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 

A. Des igna tion nnd H. espousib ilit ies of 0 1>cntol': 

ARTICLEV. 

OPERATOR 

-~E~· a~d~urwin .. g~R~e"s~ou~r~ce"s~L~L~C~---------- shall be the Operator of the t-Ontreet Unit Area, and shall conduct 
and direct and have full control of all operations on the tenl:r-et.'l Unit Arca as permitted and required by, and within the limits of 

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

not subject to the comrol or direction of the Non-Operators except as to the type of operation to be undertaken in accordance 

with the election procedures containl.-d in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the 

Non-Operators with authority to bind them to any ob ligation or liability assumed or incurred by _Operator as to any third 

party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike 

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

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

except such as may resul t from gross negligence or willful misconduct. 

ll. ltes igna lion or H.emoval of Opernlor nut.I Sclecl ion of Successor: 

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

If Operator tcnninates its legal existence, no longer owns an interest hereunder in the Gon traot Unit Arca, or is no longer capable of 

serving as Operator. Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a 

successor. Operator may be removed only for good cause by the affirmative vote of Non-Operators owning a majority interest 

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

deemed effective until a written notice has been delivered to the Operator by a Non-Operator detailing the alleged default and 

Operator has failed to cure the default within thirty (30) days from its receipt of the notice or, if the default concems an 

operation then being conducted, within forty-eight (48) hours of its receipt of the notice. For purposes hereof, "good cause" shall 

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

operation contained in Article V.A. or material failure or inability to perform its obligations under this agreement. 

Subject to Article VII .D. I., such resignation or removal shall not become cfTectivc until 7:00 o'clock AM. on the first 

day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator 

or action by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of 

Operator at an earlier dale. Operator, after effective date of resignation or removal, sha ll be bound by the tem1s hereof as a 

Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single 

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

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

successor Operator shall be selected by the parties. The successor Operator sha ll be selected from the parties owning an 

interest in the Gontrect Unit Arca at the time such successor .Operator is selected. The successor Operator shall be selected by the 

affirmative vote of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A"; 

provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote or votes only to 

succeed itself, the successor Operator shall be se lected by . the affim1ative vote of the party or parties owning a majority 

interest based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of the Operator that was 

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

the operations conducted by the former Operator to the extent such records and data a~e not already in the possession of the 

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

account. 

3. EfTcct of Bankruptcy· If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have 

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

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

Non-Operators and Operator shall comprise an interim operating commiltcc to serve until Operator has elected to reject or 

assume this agreement pursuant to the Bankruptcy Code, and an election Lo reject this agreement by Operator as a debtor in 

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

except the selection of a successor. During th~ period of time the opcrati~g committee controls operations, all actions shall 

require the approval of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A" ln 

the event there arc only two (2) parties to this agreement, during the period of time the operating committee controls 

operations, a third party acceptable to Operator, Non-Operator and the federal bankruptcy court shall be se lected as a 

member of the operating committee, and all actions shall require the approval of two (2) members of the operating 

committee without regard for their interest in the (;ontmet Unit Arca based on Exhibit "A." 

C. E 11111loyccs anti Contrnc turs: 

The number of employees or contractors used by Operator in conducting operations hereunder, their seiection, and the 

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

contractors shall be the employees or contractors of Operator. 

D. Riehts a nd Duties of Opera tor: 

I. Competitive Rates and Use of Affiliates · All wells drilled on the tOntmet Unit Arca shall be drilled on a competitive 

contract basis at the usual rates prevailing in the o.rca. If it so desires, Operator may employ its own tools and equipment in 

the, drilling of wells, but its charges therefor shall not exceed the prevailing rates in the area and the rate of such charges 

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

Operator under the same terms and conditions as arc customary and usual in the area in contracts of independent contractors 

who are domg work of a similar nature. AJI work performed or materials supplied by affiliates or related parties of Operator 

sha ll be performed or supplied at competitive rates , pursuant 10 written agreement, and in accordance with customs and 

standards prevailing in the industry. 

2. Pischan:e of Joint Account Obligatim1s· Except as herein otherwise specifically provided, Operator shall prompt ly pay 

and discharge expenses incurred in the development and operation of the Gontmet Unit Arca pursuant to this agreement and shall 

charge each of the parties hereto with their rcspt..-ctivc proportionate shares upon the expense basis provided in Exhibit "C." 

Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and charges and c~edits 

mat.le and received. 

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts 

of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or 111 

respect of the €-ontmct Unit Arca or any operations for the joint account thereof, and shall keep the Gont-roc't Unit 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 

2 materials supplied. 

4. Custody of Funds· Operator sha ll hold for the account of the Non-Opemtors any funds of the Non-Operators adv;mcc<l 

4 or pa id to the Operator. cit.her for the conduct of operations hereunder or as a res ult of the sale of production from the 

5 t<mlruet Unit 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 intendl.-d purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts us 

provided in Article Vll.B. Nothing in this paragraph sha ll be construed to establish a fiduciary relationship between Operator 

and Non-Operators for any purpose other than to account for Non-Operator funds as hcrcm spcc,fically provided. Noth ing in 

9 this pamgrnph sha ll require tht.: m:1intenance by Operalur of separate accounts for the funds of Non-Operators unless the 

IO parties·otherw1se specificall y agree. 

11 5. Access to GonJmel Unit Area and Records· Operator shall, except as otherwise provided herein, pernut each Non-Operator 

12 or its duly authorized representative, at the Non-Operator's sole risk and cost, full and free uecess at all reasonable times to 

13 all operations of every kind and character being conducted for the joint account on 1he 6ontrnct Unit Arca and to the records of 

14 operations conducted thereon or production therefrom, including Operator's books and n .. -cords relating thereto. Such access 

15 nghts sha ll not be exercised in a manner mterfering with Operator's comhfct of an operation hereunder and shall not obligate 

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

17 interpretive data was charged to 1he joint .account. Operator will furnish to each Non-Operator upon request copies of any 

18 and all reports and information obtained by Operator in connection with production and related items, including, without 

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

20 purchase contracts and pricmg information to the extent not applicable to the production of the Non-Operator seeking the 

21 information. Any audit of Operator's records relating to amounts expended and the appropriateness of such expenditures 

22 sha ll be conducted in accordance wi th the audit protocol specified in Exhibit "C." 

23 '6. filing illllJ Furnislupg Governmental Reports· Operator will file, and upon wnnen request promptly furnish copies to 

24 each rl.,questing Non-Operator not in default of its payment obligations, all opcrntional notices, reports or applications 

25 requin .. -d to be filed by loca l, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder. 

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

27 7. Dri!lum and Testing 0~: The fo llowing provisions shall apply to each well <lnlled hereunder, including but not 

28 limited to the Initial Well : 

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

30 dnlling operat ions·urc commenced. 

3 1 (b) Operator will send to Non-Operators such reports, test results and notices rcgard mg the progress of operations on the well 

32 as the Non-Opt.:ralors shall reasonably request, inclu<ling, but not linuted to, daily drilling reports, compkt1011 reports, and well logs. 

33 (c) Operator shall ad1..-quutely test all Zones encounten .. -d wluch may reasonably be expected to be capable of producing 

34 

35 

Oil and Gas in paying quantities as a result of examination of the clcctnc log or any other logS or cores or tests conducted 

l1creunder. 
36 Any infonnation furnished to or obtained by a Non-Operator pursuant to Articles V.D.5, V .D .6 and V.D.7 sh.all be maintained as confidential 

3 7 , by the Non-Operator and shall not be disclosed by the Non-Operator without the prior written consent of Operator. 

39 

40 

41 

38 Notwithstand ing anything in this Agreement to the contrary, the rights of a Non-Operator as set fonh in Articles V.D.5. V.D.6 a.nd V.0 .7 
shall only apply in favor of those Non-Operator Pnnies who arc Consenting Pa.rtics with the respect to a. proposed operation. until such time 
as the Consenting Panics are no lbnger entitled to the Non-Consenting Party' s share of production, or the proceeds thercfro~1. attributable to 

the proposed operation in which the Non-Conscntiltg Parties did not participnte. 
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8. Cosl Estimates· Upon request of any Consenting Party, Operator sha ll furnish estimates of current and cumulative costs 

mcurrcd for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement. 

Operator sha ll not be held !table for errors in such estimates so long as the estimates nrc made in good faith. 

9. Jnsurance: At all times whi le operations arc conducted hereunder, Operator shall comply with the workers 

compcns..111on law of the state where the operations arc be!ng conducted! provided, however, that Operator may be a self~ 

msurer for liability under said compensation laws 111 which event the only charge that shall be made to the joint account shall 

be as provided III Exhibit "C." Operator shall also carry or provide insurance for the benefit of the joint account of the partil.-s 

as outlined III Exhibit "D" attached hereto and made n part hereof. Operator shall require all contmctors engaged in work on 

or for the tOntmct Unit Arca to comply with the workers compensation law of the state where the operations 11rc being conducted 

and to maintain such other insurance as Operator may require. 

ln the event automobile liability 111sura11ce is specified in said Exhibit "D," or subsequently receives the approval of the 

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

equi1m1c11t. 

ARTICLE VI. 

DRILLING AND DEVELOPMENT 

A. Juiti.11 Test \Veil: 

On or before the_ day of ___ , which is six (6) months from the Effective Date hercm, Operator shall commence the 
drilling of the Initial Test Well at the following location: at a legal loc.ition of Operator' s choice, within the boundaries of the \Vest Escavada 
Unit located in T22N-R7W, Section 7: S/2, Section 8: S/2. Section 17: ALL, Section 18: ALL, and T22N-R8W. Section 12: S/2. Section 13: 
ALL, Sandoval and San Juan Counties, New Mexico. 

and shall thcreafier continue the drill mg of'thc well with due diligence to a depth sufficient to adequately test thc ___ ..,M.,a..,,n"'co .. s~ 
______________ formation. 

Operator sluill have the right to cease drilling any Horizontal or Multi-lateral Well at any time, fo r any reason, and any such Well shall be 

deemed to have reached its objective depth so long as Operator has drilled any such Well to the objective formation(s) and has drilled 
honzonu,.lly in the ohJcctivc formation(s) sufficient to test the Mancos formation. 

=l=he-drilling-of- tl1e-Jnitinl-Well--nnd-the-porticipotio11-therein-by-oll-pnrtics- is--obligntory,-subject- to-Artiele-Vl,fu+:-tts-to-port ici1>ution 

1n-Gom1>letion-opernt-ions-rut<.H\rtiele-¥1-:-l~o-terntin11ttttn-of-oper11tions-on<l-An1ele-Xl-ns-to-tK.'CUFFeooe-of..foroe=ntttjeure:-

B. Subsequent O1,eralions: 

I. Pronascd Qpcralions· If any party hereto should desire to drill any well on the Gontroct Unit Arca oLher-thon-the Initiol+es+Well, 

or if any party should desire to Rework, Sidetrack, Det.:pen, Rccomplete or Plug Dack a dry hole or a well no longer capable of 

producing in paying quantities in whicl1 such party has not otherwise relinquished its interest in the proposed objective Zone under 

this agreement, the party desiring to drill, Rework, Sidelrack, Deepen, Rccompletc or Plug Back such a well sha ll give written 

notice of the proposed operation to tht.: parties who have not otherwise relinq uished their interest in such obj1..-ctivc Zone 
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J under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening., specifying the work to be 

2 performed,. the location, proposed depth, objective Zone and the estimated c~st of the operation. The parties to whom such a 

notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work 

whether they elect to participate in the cost of the proposed operation. Jf a drilling rig is on location, notice of a proposal to 

Rework, Sidetrack, Rccomplcte, Plug Back or, Deepen may be given by telephone and the response period shall be limited to forty-

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

7 within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation. 

8 . Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered lo all parties 

9 within the time and in the manner provided in Article VI .D.6. 

IO 1f all parties to whom such notice is delivered elect to participate in such a proposed operation, the parties shall be 

11 contractually committed to participate therein provided such operations arc commenced within the time period · hereafter set 
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forth, and Operator shall, no later than ninet~ one hundred twenty (120) days aficr expiration of the notice period of thirty (30) days (or 

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

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

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

by Operator to the other parties, for a pcnod of up to thirty-(-3-0) s ixty (60) additional days if, in the sole opinion of Operator, such 

additional tune is reasonably necessary to obtain permits from governmental authorities, surface rights (including rights-of

way) or appropriate drilling equipment, or to complete tide examination or curative matter required for title approval or 

acceptance. Jf the actual operation has not been commenced within the time provided (including any extension thereof as 

specifically permitted herein or in the force majeurc provisions of Article XI) and if any party hereto still desires to conduct 

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

proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or 

Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation, 

reimburse the Drilling Parties in accordance with Article VI.D.4. in the event of a Deepening operation and in accordance 

with Article VI .B.5. in the event ofa Sidetracking operation. 

2. Operations bv Less Than All Parties· 
(a) Dctconination of Participation If any party to whom such notice is delivered as provided in Article VI.D. I. or 

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

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

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

expiration of the forty-eight (48) hour penod when a drilling rig is on location, as the case may be) actually commence the 

proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenling 

Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party, 

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

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

rights and duties granted to and impos1..'Ci upon the Operator under this agreement arc granted to and imposed upon the party 

designated as Operator for an operation in which the original Operator is a Non•Consenting Party. Consenting Parties, when 

conducting operations on the Gontmot Unit Arca pursuant to this Article VI.8 .2., shall comply with all tenns and conditions of this 

agreement. . 

If less than all parties approve any proposed operation, the proposing party, immediately aficr the expiration of the 

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

recommendation as to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party, 

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

proposing party of ils desire to (i) limit participation to such party's interest as shown on Exhibit "A" or (ii) carry only its 

proportionate part (determined by dividing such party1s interest in the· Genlreet Unit Arca by the interests of all Consenting Parties in 

the Gontrnct Unit Arca) of Non-Consenting Parties' interests, or (,ii) carry its proportionate part (determined as provided in (ii)) of 

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

mterests that any Consenting Party did not elect to take. Any interest of Non-Consenting Parties that is not carried by ·a 

Consenting Party shall be deemed to be carried by the party proposing the operation if such party docs not withdraw its 

proposal. Failure to advise the proposing party within the time required shall be deemed an election under (i). In the event a 

drilling rig is on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a 

total of forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays). The proposing party, at its election, may 

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

days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period. 

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

of their proportionate interests in the operation and the part)' serving as Operator shall commence such operation within the 

period provided in Article VI.D. 1., subject to the same extension right as provided therein. 

(b) Relinquishment of Interest for Non-Partici'2il1i,on. The entire cost and risk of conducting such operations shall be 

borne by the Consenting Parties in the proportions they haVe elected to bear same under the terms of the preceding 

paragraph. Consenting Parties shall keep the leasehold estates involve.xi in such operations free and clear of all liens and 

encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operation results 

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

the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting J)arties that 

participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate 

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

increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened, 

Rccompletcd or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in 

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

well shall then be turned over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the 

expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworking, 
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l Sidetracking, Rccomplcting, Deepening or Plugging Back of any such well by Conscnling Parties in accorcbnce with the 

2 provisions of this Article, each Non-Consenting Party shall ~c ?ccmcd to have relinquished to Consenting Parties, and the 

Consenting Parties shall own and be entitled to receive, ~n proportion to their respective interests. all of such Non-

4 Consenting Party's interest in the well and share of production therefrom or, in the case of a Reworking. Sidetracking, 

5 Deepening, Rccomplcting or Plugging Back, or a Completion pursuant to Article VlC. I. 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 participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculMed at the well, or 

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

9 royalty, overriding royalty and other interests not excepted by Article W.C. payable out of or measured by the production 

10 from such well accnung with respect to such interest until it reverts). shall equal the total of the following: 

11 (i) ZQQ___ % of each such Non-Consenting Party's share of I.he cost of any newly acquired surface equipment 

12 beyond the wellhead connections (including but not limited to stock tanks, separators, treaters, pumping equipment and 

13 piping), plus I 00% of each such Non-Consenting Party1s share of the cost of operation of the well commencing with first 

14 production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other 

15 provisions of this Article, it being agreed that each Non-Consenting Party's share of such costs and equipment will be that 

16 interest which would have been chargeable to such Non-Consenting Party had it participated in the well from the beginning 

17 of the operations; and 

18 (ii) iQQ__ % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening, 

I 9 Plugging Back, testing, Completing, and Rccompleting, afier deducting any cash contributions received under Article VIII.C., 

20 and of (b) that portion of the cost of newly acquired equipment in the well (to and including the wellhead conncci.ons), 

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

22 Notwithstanding anything to the contrary in this Article VJ.8., if the well docs not reach the deepest objccuvc Zone 

23 described in the notice proposing the well for reasons other than the encountering of granite or practically impenetrable 

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

25 Non-Consenting Party who submitted or voted for an alternative proposal under Article Vl.B.6. to drill the well to a 

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

27 Consenting Party shall have the option to participate 111 the initial proposed Completion of the well by paying its share of the 

28 cost of drilling the well to its actual depth, calculat.ed in the manner provided in Article VI.B.4. (a). If any such Non-

29 Consenting Party docs not elect to participate in the first Completion proposed for such well, the relinquishment provisions 

30 of this Article Vl.ll.2 . (b) shall apply to such party's interest. 

31 (c) Reworking Rcconmlctiog or Plugging Back An election not to participate in the drilling, Sidetracking or 

32 Deepening of a well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in 

33 such a well, or portion thereof, to which the initial non-consent election applied that is conducted at any time prior to full 

34 recovery by the Consenting Parties of lhe Non-Consenting Party's recoupment amount Similarly, an cleclion not to 

35 participate in the Completing or Rccompleting of a well shall be deemed an election not to participate in any Reworking 

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

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

38 Reworking, Rccomplcting or Plugging Back operation conducted during the rccoupmcnt period shall be deemed part of the 

19 cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties ~lo of 

40 that portion of the costs of the Reworking, Rccomplcting or Plugging Back operation which would have been chargeable to 

41 such Non-Consenting Party had it participated therein. If such a Reworking, Rccompleting or Plugging Dack operation is 

42 proposed during such rccoupment period, the provisions of this Article VI.B. shall be applicable as between said Consenting 

43 Parties in said well. 

44 (d) Rccouomcnt Matters During t.hc period of time Consenting Parties arc entitled to receive Non-Consenting Party's 

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

46 production, severance, excise, gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to 

47 Non-Consent mg Party's share of production not exccplt.'U by Article lJI .C. 

48 In the case of any Reworking, Sidetracking, Plugging Back, Recompleting or Deepening operation, the Consenting 

49 Parties shall be pcrmiued to use, free of cost, all casing, tubing and other equipment in the well, but the ownership of all 

50 such equipment shall remain unchanged; and upon abandonment of a well after such Reworking, Sidetracking, Plugging Dack, 

51 Rccompleting or Deepening, the Consenting Parties shall account for •all such equipment to the owners- thereof, with r;:,cach 

52 party receiving its 1woportionate part in kind or in value, less cost of salvage. 

53 Within ninety (90) days after the completion of any operation under this Article, the party conductmg the operations 

54 for the Consenting Parties shall furnish each Non-Consenting Party with an inventory of the equipment in and connt.'Cted to 

55 the well, and an itemized statement of lhe cost of drilling, Sidetracking, Deepening, Plugging Back. testing, Completing, 

56 Recompleting, and equipping tJ1c well for production; or, at its option, the operating party, in lieu of an itemized statement 

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

58 Consenting Parties are being reimbursed as provided above, the party conducting the operations for lhe Consenting Parties 

59 shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities incurred 111 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 wcll's working interest production during the preceding month. In detem1ining the quantity of Oil and Gas 

62 produced dunng any month, Consenting Parties shall use industry accepted mctJ10ds such as but not limited to metering or 

63 periodic well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with 

64 any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited 

65 against the total unreturned costs of the work done and of the cquipme~t purchased in determining when the interest of such 

66 Non-Consenting Party shall revert to it as above provided; and if there is a credit balance, it shall be paid to such Non-

67 Consenting Party. 

68 If and when the Consenting Parties recover from a Non-Consenting Party's relinquished interest tJ1c amounts provided 

69 for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 a.m. on the clay 

70 following the day on which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall 

71 own the same interest in such well, the material and equipment in or pertaining thereto, a~d the production therefrom as 

72 such Non-Consenting Party would have been entitled to had it participated in the drilling, Sidetracking, Reworking, 

73 Deepening, Recompleting or Plugging Back of said well . Thereafter, such Non-Consenting Party shall be charged with and 

74 
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f.1,1all pa5ciJ~PJ~Pco,.rt1ona;~~l~rt oft~~/urthc[c~~fJS oftl~cfopera:i1~!1 ofsa!ir~i1~~J~f ludinl iiHluggin~xY1i~tband9.tn}Cnt, c~'Ftanc~grd ct,~:~~ 
3. Stand-By Costs · When n well \\.'hid1 has been drilled or Deepened has reached its authorized depth and all tests have 

been complutcd am.I the n.-sulls thereof furni shed to the partil.-s, or when operations on the well have lx..-cn otherwise 

tcrmmatc<l pursuant to Article VI.F., stand-by costs incum.-d pending response to a party's notice proposing a Reworking, 

Sidetracking, Deepening, Rccomplcting, Plugging Back or Completing operation in such a well (including the period required 

under Article Vl.8.6. to resolve competing proposals) shall be charged and borne us purl of the drilling or Deepening 

operation just completed. StandMby costs subsequent to all parties responding, or expiration of the response time permitted, 

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

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

but if the proposal is subsequently withdrawn bec:1usc of insuflicient participation, such standMby costs shall be allocated 

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

interest as shown on Exhibit" A" of all Consentmg Parties. 

In the event that notice for a Sidetracking t°~~~~ft~~i~f given while the drill ing rig to be utilized is on location, any party 

may request and receive up 10 five (5) additional days afier expiration of the forty•eight hour response period specified in 

Artide VI.D. I. within which to respond bl paying for all stand•by costs and other costs incurred durmg such extended 

response period; Operator may require such party to pay the estimated standMby time in advance as a condition to extending 

the response period. 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 nddition:d tune to n .. -spond on a day-to-day busis in the propo1tion each electing party's 

interest as shown on Exhibit "A" bcnrs to the tutul interest as shown on Exhibit "A" of all the ch .. -cting purties. 

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

pursuant to Article VI.D.1., the interest relinquished by the NonMConsenting Parties lb the Consenting Parties under Article 

VI.D.2. shall relate only and be limited to the lesser of (1) the total depth actually drilled or (ii) the objective depth or Zone 

of which the parties were given notice under Article VI.B. I. ("Initial Objective"). Such well shall not be Deepened beyond the 

Initial Objective without fi rst complying with this Article to afford the NonMConsenting Parties the opportumty to participate 

in the Deepening operation. , 

In the event ;my Consenting Party desires to drill or Deepen a NonMConsent Wef ~o n depth below the Initial Objective, 

such party shall give notice thereof, complying with the requirements of Article v).o: I., to all parties (includmg Non

Consenting Parties). ThercuJ>on, Articles Vl.Jl l. and 2. shall apply and all parties n .. -coiV(ng such notice shall have the right to 

participate or not participate in the Deepening of such well pursuant to said Articles Vl:B.1 . and 2. If a Deepening operation 

is approved pursuant to such provisions, and if any Non-Consenting Party elects to .P,art1cipate in the Deepening operation, 

such NonMConsenting party shall pay or make rcunbursemcnt (as the case may be) of the following costs and expenses. 

(a) If the proposal to Deepen is made prior to the Completion of such well as a well capable of producing in 1>aying 

quantities, such Non-Consenting Party shall pay (or reimburse Consenting Parties for, as lhe cnse may be) that share of costs 

and expenses incurred in connection with the drilling of said well from the surface to the Initial Objective which NonM 

Consenting Party would have paid had such NonMConsenting Party a.greed to participate therein, plus the 1'Jon-Consenting 

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

provisions of this Agreement; provided, however, all costs for testing and Completion or attempt1..-d Completion of the well 

incurred by Consenting Parties prior to the point of actual operations to Deepen beyond the lniti?I Objective shall be for the 

so le account of Consenting Parties, 

(b) If the proposal is made fo r a Non·Conscnt Well that has been previously Completed as a well capable of producmg 

in paymg quantities, but 1s no longer capable of producing in paying quantities, such Non-Consenting Party shall pay (or 

reimburse Consenting Parties for, as the case may be) its proportionate share of a ll • costs . of drill mg, Completing, nnd 

eqmppmg said well from 1he surface to the lni1ial Objective, calculated in the manner provid1.-<l in paragraph (a) above, less 

those costs rec.:oupcd by the Consenting Parlies from the sale of production from the ,1,·cll. The Non-Consenting - Party shall 

also pay its proportionate share of all costs of re•cnlcring said well . The Non-Conscntii1g Parti1.-s' proportionate part (based 

on the percentage of such well Non-Conscntmg Party would have owned had 1t previously participated in such Non•Consent 

Well) of the cosls of sal va blc materials nnd equipment remaining in the hole nnd sn lvnble surf~ce equipment used in 

connection with such well shall be determined in accordance with Exhibit "C." If the Consenting Purties have recouped the 

cost of drilling, Complctmg, and equipping the well .it the time such Deepening operation is conducted, then a Non• 

Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior to reMcntering the 

well for Deepcnmy 

The foregoing shall not imply a right of any Consentmg Party to propose any Dcepenmg for a Non-Consent Well prior 

to the drilling of such well to its Initial Objecti ve without the consent of the other Consenting Parties as provided in Article 

VJ .F. This Article VI.B.4 shnll not apply to Dccpenmy operations within an existing Lateral of a Horizontal or Multi•Lateral Well . The Non• 
Consenting Parties non-consent election shall be deemed to also apply to ;:my Deepening or extending operation within an existing Lateral of 

• Horizontal or Multi-Loterul well. 
5. Sidctrackinµ- Any party ha vi ng the right to participate in a proposed Sidetracking operation that docs not own an 

interest in the aJTcctcd ""·ellbore at the tune of the notice shall , upon electing to participate, tender to the wcllbore owners its 

proportionate share (equal to its interest in the Sidetracking operation) of the value of that portion of !he existing wcllbore 

to be utilized as follows: 

(a) If the proposal 1s for Sidetracking an existing dry hole, reimbursement shall be on the basis of the actual costs 

incurred in tl1e initial drilling of the well down to the depth at which the Sidetracking operation is initiated. 

(b) If the proposal is 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 in the initial drilling of the well down to the depth 

at which the Sidetracking operation 1s conducted, calculated in the manner described in Artidc VI.B.4(b) above. Such party's 

proportionate share of the cost of the well's sa lvab lc materials and equipment down to the depth at which the Sidetracking 

operation 1s init iated shall be detcrnuncd in accordance with the provisions of Exhibit "C." 
This Article VI.B.5, HSidctrocking" shall not apply to operations in an existing Lateral of n. Horizontal or Mulu-Lntcral Well. Dri lling 

Operations which nrc intended to recover penetration of the objective formation(s) which arc conducted inn Horizontal or Multi-Lolcrul Well 
shall ho considered as included in the original proposed drilling operations. 

G. ~ Except as otherwise spcc1fically provided in this agreement, if any party desires to 

propose the conduct of an opera tion that connicts wtth a proposal that has been made by a party under this Article VJ, such 

party shall have fifteen (15) days from del ivery of the initial proposal, in the case of a proposal to drill a well or to perform 
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an operation on a well where no drilling rig is on local!on, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal 

2 holidays, from delivery of the in itial proposal, if a drilling ng is on location for the well on which such operation is to be 

3 conducted, to deliver to all p:.inics entitled to participate in the proposed operation such party's alternative proposal, such 

4 alternate proposal to contain the same information rcquin.~ to be included in the initial proposal. Each party receiving such 

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

6 twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if n drilling rig is on location for the well that is the 

7 subject of the proposals, Lo part icipate in one of the competing proposa ls. Any party not electing within the time required 

8 shall be deemed not to have vot1.-d. The proposili receiving the vote of parties owning the largest aggregate percentage 

9 interest of the parties voting shall have priority over all other con1peting proposals; 111 the case of a tic vote, the i111 tial proposal shall 

1 O prevail. Operator shall deliver notice of such result to all parties entitled to participate in the operation 

11 within five (5) days after expiration of the elcct1on period (or ,yithin twenty-four (24) hours, exclusive of Saturday, Sunday 

12 and legal holidays, 1f a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig 

13 is on location) from receipt of such notice to elect by de livery of notice to Operator to participate in such operation or to 

14 relinqu ish mterest in the affected well pursuant to the provisions of Article Vl.13.2.; failure by a pa11y to de liver notice within 

15 such period shall be dccm1.-d an election filU to participate in the prevailing proposal. 

16 7. Conformity to Spacing Pattern Notwithstanding the provisions of this Article VLB.2 .• it is agreed that no wells shall be 
17 proposed to be drilled to or Completed in or produced from a Zone from · which a well located elsewhere on the Conlract 

18 Arca is producmg, unless such well confonns to the then-existing well spacmg pattern or an approved exception thereto for such Zone. 

19 8. Paving Wells No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or 

20 Sidetracking operation under this agreement with respect to any ,veil then capable of producing in paying quantities except 

21 with the consent of all parties that have not relinquished mtcrests in the well at the 11111c of such operation. 

22 C. Complet ion or\Vclls; Rcwor ki111: and Plu~gine Unck: 

23 I. ~ Without the consent of all parties, no \\'ell shall be drilled, Deepened or Sidetracked, except any well 

24 dnlk-d, DeeJX:ncd or Sidctrnckt..-d pursuant to the provisions of Article VLU.2. of this agreement. Consent to the drilling, 

25 Deepening or Sidetracking shall include as to Horizontal or Multi-Lateral Wells Option 1 below and as to Vertical Wells Option 2 below: 

26 @: Option No I (Hgrjzootnl Wells)· All necessary expenditures for the drilling, Deepening or Sidctrncking, testing, Complctmg and 

27 equipping of the-well , a Horizontal or Multi -Lateral Well including necessary tankage and/or surface facilities. For any 

28 Horizontal or Multi-Lateral Well subject to this Agreement, Completion operations shall be included in the proposed drilling 

29 operations for such well , 

30 ~ 0Pll011 No 2 CYerticnl \Yells)· All necessary expenditures for the drilling, Dccpcnmg or Sidetrncking and testing of the-well a 
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Vcrti?I \Veil. When such well has reached its authon.Lcd depth, and all logs, cores and other tests have been completed, and the 

Results thereof furnished to the parties, Operator shall give munc<liate notice to the Non•Opcrators having the right to 

participate in a Completion attempt whether or not Operator recommends attempting to Complete the well, 

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

shall have fo rty-eight (48) hours (exclusive of Saturday, Sum.lay and lega l ho lidays) in which to elect by delivery of 

notice to Operator to participate in a recommended Completion attempt or to make a Completion proposa l with an 

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

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

proccdurns specified in Article VI.B.6. Elecuon to participate 111 a Completion attempt shall include consent to all 

necessary expenditures for the Complellng and equipping of such well, including necessary tanknge and/or surface 

facilities but excluding any stimulation operation not contained on the Completion AFE. Failure of any party 

receiving such notice to reply within the period above fixed sh:d l consti tute an elcct1011 by that party not to 

participate in the cost of the Completion allempt~ provided, that Article VI.B.6. shall control in the case of 

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

provision of Article VU3.2. hen .. -of (the phrase "Reworking, Sjdctmcking, Deepcnmg, Rccompleting or Plugging 

Dack" as contained in Article VI.8 .2. shall be deemed to include "Completing") sha ll n1>ply to the operations 

thereafter conducted by less than all parties; prov1dl.-d, however, that Article Vl .D.2. shall apply separately to ca..:h 

Sep.irate Completion or Rccomplct1on attempt unde11aken hereunder, and an election to become a Non·Consentmg 

Party as to one Completion or Recomplction atlempt shall not prevent a party from becoming a Consenting Party 

in subsl.'(]uent Completion or Recompletion attempts regardless whether the Consenting Parties as to earlier 

Completions or Rl.-completion have recouped their costs pursuant to Article VI.B.2.; provided further, that any 

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

which the Completion aucmpt is made. Election by a previous Non-Consenting p.1rty to participate 111 a subsequent 

Completton or Rccompletion attempt shall require such party to pay its proportionate share of the cost of salvable 

materia ls and equipment installed in the well pursuant to the previous Completion or Rccompletion attempt, 

insofar and only insofar as such materials and equipment benefit the Zone 111 which such party participates in a 

Completion attempt . 

2. Rework Rcconmletc or Plug Back No well shall be Reworked, Recompletcd or Plugged Back except a well Reworked, 

Recompleted, or Plugged Dack pursuant to the provisions of Article VI.B,2. of this agreement. Consent to the Reworking, 

Recomplcting or Plugging Back of a well shall include all necessary expenditures in conducting such operations and 

Completing and equipp111g of said well, including necessary tankagc and/or surface facilities. 

l>. O ther 0 1>er!l ions: 

Operator shall not undertake any smgle project reasonably estimated to n .. '<1uirc an expenditure in excess of ______ _ 

Fjfty Thousand Dollars($ 50 000 00 l excepl in conneclion with the 
drilling, Sidetracking, Reworking, Deepening. Complctmg, Recomplcung or Pluggmg Dack of a well that has been previously 

authorized by or pursmmt to this agr1.-cmc11t ; provided, however, that, in case of explosion, fire, flood or other sudden 

emergency, whether of the same or different nature, Operator may ta.ke such s teps and incur such expenses as in its opmion 

arc required to deal with the emergency lo safeguard life and property but Operator, as promptly 11s possib le, shall report the 

emergency to the other parties . l.f Operator prepares an AFE for its own use, Operator sha ll furnish any Non-Operator so 

requesting an information copy therl.'Of for any single project costing in excess of fjfly Thousand Dollars 

($ 50 000 00 ). Any party who has not rclmquished its interest in a well shall have the right to propose that 

Operator perform repair work or undertake the mstallation of artificial lifi equipment or ancillary production facilities such as 

snit water disposal wells or to conduct additional work wuh respect to a well drilled hereunder or other similar project (but 
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not including the installation of gathering lines or other transportation or marketing facilities, the instnllation of which shall 
be governed by separate agreement between the parties) reasonably estimated to require an expenditure in excess of the 

amount first set forth above in this Article YI.D. (except in connection with an operation required to be proposed under " 

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

5 proposal to all parties cntitk-<l to participate therein. lf within thirty (30) pays thereof Operator secures the written consent 

6 of any party or parties owning at least 5 % of the interests of the_ parties entitled to participate in such operation, 

each part:,- having the right to participate in such project sha ll be bound by the, terms of such proposal and shall be obligated 

to pay its proportionate share of the costs of the proposed project as if it had consented to such project pursuant to the tcnns 

9 of the proposal. 

10 E. Al.mndonmcnt or\Vclls: 

11 I. Abandonment of pry Holes· Except for any well drilled or Deepened pursuant to Article VJ.8.2., any well which has 

.12 been drilled or Deepened under the terms of this agreement and is proposed to be com pl ct~ as a dry hole shal l not be plugged and 

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

14 party, or should any party fail to reply within forty•cight (48) hours (exclusive of Saturday, Sunday and legal holidays) after 

I 5 delivery 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 in accordance with applicable regulations and at the 

17 cost, risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any party who objects to 

18 plugging and abandoning such well by notice delivered to Operator within forty•eight (48) hours (cxclus1vc of Saturday, 

19 Sunday and legal holidays) after delivery of noLicc of the proposed plugging shall Lake over the well as of the end of such 

20 forty•eight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of 

2 1 Article VI.D.; failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct 

22 such operations or to take over the well wiLhin such perio~' or thereafter to conduct operations on such well or plug and 

23 abandon such well shall entitle Operator to retain or take p9:Ss'ession of the well and plug and abandon the well. The party 

24 taking over 1hc well shall indemnify Operator ( if Operator 'jS ,an abandoning party) and the other abandoning parties against 

25 liability for any further operations conducted on such well e'xccpt for the costs of plugging and abandoning the well and 

26 restoring the su rface, for which the abandoning parties shall remain proPortionately liable. 

27 2. Abandonment of Wells That Have Produced· Exccp~ for any well in which a Non-Consent operation has been 

28 conducted hereunder for which the Consenting Parties have ht>, , been fully reimbursed as herein provided, any well which hns 

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 aband~nme~t., the well shall be plugged and abandoned in accordance with applicable regulations and at the cost, risk 

31 and expense , of 311 the parties hereto. failure of a party to reply within sixty (60) days of delivery of notice of proposed 

32 abandonment shall be deemed an election 10 consent to the piop0sal . If, within s ixty (60) days after delivery of notice of the 

33 proposed aba ndonment of any well, all parties do not agree to the abandonment of such well, those wishing 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 pcr'iod and sha ll indemnify Operator (if Operator is an abandoning party) and the other abandoning parties 

36 against liability for any further operations on the well conduct~ ·. by such parties. Failure of such party or parties to provide 

37 proor reasonably sa ti sfactory lo Operator of their financial capa_bility to conduct such operations or to take over the well 

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

39 of such well and plug and abandon the well. . 

40 Parties taking over a well as provided herein sha ll tender to each of the other parties its proportionate share of the value of 

41 the wcll's salvablc material and equipment, dctem1incd in accordance with the provisions of Exhibit "C," less the estimated cost 

42 of sa lvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, that in t.hc event 

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

44 va lue of the wcll's salvable material and equipment, each of the abandoning parties shall tender to the parties conlinuing 

45 operations their proportionate shares of the estimated excess cost. Each abandoning party shall assign to the non•abandoning 

46 

47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 
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67 

68 

69 
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parties, without warranty, exp~ess or implied, as to title or as to quantily, or fitness for use of the equipment and material, all 

of its interest in the wellbore of the well and related equipment, together with its interest in the Leasehold insofar and only 

insofar as such Leasehold covers the right to obtain production f~om that wcllbore in tl1c Zone then open to production. If the 

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

abandoning party or parties an oil and gas lease, limited to the wcllborc and the Zone then open to production, for a tcnn of 

one (I) year and so long thcrcuftcr as Oil and/or Gas is produced from .the Zone covered thereby, such lease to be on the form 

attached as Exhibit "D." The assignments or leases so limited sh~ II encompass the Drilling Unit upon which the well is localed. 

The payments by, and the assignments or leases to, the assignees shall be in a ratio based upon tile relationship of their 

respective percentage of participation in the Eontract Unit Arca to lhc aggregate of the percentages of participation in the Contract 

Arca of all assignees. There sha ll be no readjustment of interests in the remaining 1>ortions of the Gontrnct Uni t Arca. 

Thereafter, abandoning parties shall have no further rcspo~sibility, liability, or interest in -the opcmtion of or production 

from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. l!pon 

request, Operator sha ll continue to operate the assigned well for the account of the. non-abandoning parties at the rates and 

charges contemplated by this agreement, plus any additional cost and
1 

charges which may arise as the result of the separate 

ownership of the assigned well. Upon proposc<l abandonment of the groducing Zone assigned or leased, the assignor or lessor 

shall then have the option to repurchase its prior interest in the we ll (using the same valuation formula) and participate in 

further operations therein subject 10 the provisions hereof. 

3. Abandonment of Non·Conscnt Qpcrations· The provisions of Article VLE. l. or VI.E.2. above sha ll be applicable as 
between Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, 

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

operations therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the we ll 

,in accordance with the provisions of thi s Article VI.E.; and p.rovidcd further, that Non-Consenting Parties who own an interest 

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

provided in Article Vl.13.2.(b). 

F. Tc1·111i11ation of011e1·ations: 

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

Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without 

consent of parties bearing ....J!__% of the costs of such operation; provided, however, that in the event granite or other 
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practically impenetrable substance or condition in the hole is encountered which renders further operations impractical, 

Operator may discontinue operations and give notice of such condition in the manner provided in Articl e Vl.ll. l , and the 

provisions of Article VI.U. or Vl.E. shall thereafter apply to such operation, as appropriate. 

G. Takin& l'roduction in Kind : 

Our~u ~11liJ,','i{'k~·a!ah~~!:,~:;':::~ii~1'¥~0~mcnt Attachcd*to be effective as of the dnte A111>rovnl of the \Vest Escnvadn U11it by the 

Each party shall take in kind or separately dispose of its proportionate share of all Oil and Gas produced from the Gentrttet Unit 
Area, 

exclusive of production which may be used in development and producing operations and in p~eparing and 

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

l O in kind or separalc disposition by any party of its proportionate share of the production shall be borne by such party. Any 

11 party taking its share of production in ki nd shall be required lo pay for on ly its proportionate share of such part of 

12 Operator's surface faci lities which it uses. 

13 Each party shall execute such division orders and contracts as may be necessary for the sale of its inlerest in 

14 production from the Gonlrnet Uni t Arca, and, except as provided in Article Vll.13., shall be entitled to receive payment 

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

16 If any party fa il s to make the arrangements necessary to tnke in kind or separately dispose of its proportionate 

17 share of the Oil ancVor gas produced from tl1c ·tOntrnet Unit Arca, Operator shall have the right, subject to the revocation at will by 

! 18 the party owning it, but not the obligation, to purchase such Oil ancV or gas or sell it to others at any time and from time to 

19 time, for the account of the non-laking party. Any such purchase or sale by Operator may be terminated by 

20 Operator upon at least ten (10) days written notice to the owner of said production a nd shall be subject a lways to 

21 the right of the owner of the production upon at least ten (I 0) days written notice to Opcrat?r to exercise at any 

22 time its right to take in kind, or separate ly 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 party's share of Oil and/ or gas shall be only for such reasonable periods of time 

24 as arc consistent with the minimum needs of the · industry under the particular circumstances, but in no event for a 

25 period in excess of one (I) year. 

26 Any such sale by Opcrntor shall be in a manner commercia lly reasonable under the ci rcumstances but Operator 

27 shall have no duty to share any existing market or to obtain a price equa l to that received under any exist ing 

28 market. The sa le or delivery by·· Operator of a non-taking party's share of Oil ancVor gas under the terms of any ex.isling 

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

30 contract No purchase shall be made by Operator without first giving the non-taking party at least ten ( I 0) days 

31 written nolice of such illlendcd purchase and the price to be paid or the pricing basis to be used . 

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

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

34 Operator sha ll mainta in records of all marketing arrangements, and of volumes actua lly sold or transported, which 

35 records shall be made available to Non•Opcrators upon reasonable request. 

36 In the event one or more parties' separate disposition of its share of the Gas causes sp lit-stream deliveries to separate 

37 pipelines ancVor deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion-

38 ate share of total Gas sa les to be allocated to it, the balancing or account ing between the parties shall be in aycordance wi th 

39 any Gas ba lancing agreement between the parties hereto, whether such an agreement is attached as Exhibit "E" or is a 

40 separate agreement. Operator shall give notice to all parties of the first sales of Gas from any we ll under this agreement 

41 D Qption-Noc2r-No-Gns-llHhrn~ing-Agreemeut-~ 

42 ---Eech- paFty-shell-teltc-in-kind- m ---septuetcly--disposc-of-its-proportionatc---sharc-of- all--Oil--and-Gas-produecd--from 

43 the----Gonlrnol--Ar-ea;-eKolusi-ve-of-product-ion-whieh- moy-be-used--in---develo1>ment-ond- produoing-opem-tionS--il.nd-tn 

44 pr-cpartflg-end---treet-ing--{)il---ttnd---Go5-foF-moFketing-purpo5e5-0nd-produeltO~n0¥0idably-l09l;-----Any--e>t-tr-a-expen<l-it-ures 

45 incum .. -d- in- tlu.---taking- in- kind- or-separnte---<lisposi tion--by-any-party--of-its- pro1>ortionatc-sharc-of-thc-production----shall 

46 be-bome-by-sueh-party~-Any-pnrty-toking- its-shore-of- production-in--kind-shall- be-required-to-pny-for--only-its 

4 7 pr<>j)Oft<0nn1 ... hore-eJ:suclt-pru'H>l-Ope,oto"5-suffnct>-fncilitie,-wl11elt-i1-use,r. 

48 ---Eoch- part-~hall-cxt..'Culc---such- divi:,ion-order:,- and-contreet:t- as-may-be-m .. 'CC5sary-for- thc----sa le--of- its-interc:,t- in 

49 produetio1t- fr-on1-tl1e--(;o111rnct-Aree,-and,--ex.oept-os-provided-t1l-Artiole-¥1l-;-)l;,-sJ1all---be----ent-itled---to-receive-poyment 

50 direetJ.y-ffent-tlte-pu-rehttseH:hereef-fuHtHlmre-e~u-etitm:-

51 ---Jf-t1ny--party-fa il s-to---make-thc-arrangcments-nt..'CC9Sftty-lo-take-in-k-ind-or--sepsralely--disposc-oHts-proportionate 

52 share--o?---the-Oil-ond/or-Gns--produced- from-t.he-(;ontraet-Areo,--OJ>eralor--shall- hove--the--right,-subjeot- to-the 

53 FeVOet1lien-<il-will-l,y-the-pn,ty--ownin~I-ROHlie-ooli~o-purel1ose-•t1eh-Gih!nd/o,-Go•-o•-•ell-it-10-01het'5 

54 at-t1ny-time-end-from---1imc--to-timc,fof-the-eccount--of-thc-norHakini:.-party;--Any----sueh---purchesc--or--sele-by--Opcrator 

55 n1ny-be-tern1inoted-by--01>ernt-or- upon----at-leost-ten--(-I-O)-doys-wr-itten-notioe-to----the---owner--of--seid- 1>roduction---ond-shall 

56 be->ubjecl-fllwuy,r-to-ll1e-,igh1-<>l'-llie--ewner-of-1he-produc1ion-uj}Ofl-llt-leo,Hen-fHlt--<l•)'>-Wfiltef>-flolie<>-1o-Gpe,oto, 

57 to-cxcrcisc-il.5---fight- to-takc-in--kind,-or----sepsratcly--disposc--of.-il.9---sharc---of-all---Oit---and/or-Gu-not-prcvious-ly-dcliver-cd 

58 to---o--purcl1nser,-prov-ided;--howevcr;-llmt- tl1e-efi'eet-i•ve-dnte-of-ony-sucl1-rev-ocotion-111ay--be-deferred-ot-Qperotor.!s 

59 eleetioo---for-a-per-i-od--not-t-o----eK·ceed--ninety-(OO)--d1t-yS--ti=----QperutoF---h05----e01nmitted-sueh-pretluetitm-te--a-purohase 

60 eontrect-heving-&-tenn-cxtendini:.o-bcyond-5uch-tcn-fl-O-}-dey-pcriod:-Any-purcl1esc-or,elc-by-Opcretor-of-.any-othcr 

61 1>art-y!s----share-----oi=----Qil--end/-or--Gas-shnH-be--only-for--suell-fCOsonnble--periods--of--ti n1e----os-or-e--consislenl-With-tlte 

62 n1f11i1nu1tl--llceds--of--tl1e--indusLFy----U1l<lef---d1e--perl-teulnf-et r-eu111stttnees;---buHn--no-e¥enl---fur-tt----pertOd----ifl---e)tCe5S---(:...ooe-fl-) 

63 ycttr-;-

64 ------Any---suell-Snle-by--Operotor-shnl-l-be--,n--o---mnnneF-COmn1er-cinlly--r-eosonoble--undef-ll1e--oir-eu1nstances,---bul-OperoloF 

65 sl1al~hn-Yt..L-Oo----dut·y---to----s har-e---e1~x-isting-mnr.Jtet---of----trens1>-oRnl-ton--erfnngemenl-of--lo--ebtain-tt-pfiee--or--t-rensportotion 

66 fct.."--cquel- to-thtlt- rcccivcd---undcr---ftny--cx.isting----merkct..:......Ur----trnns1>0rtetion----arrnngcmcnt:---,;i:t1c--salc-or-----dcliv-cry----by 

67 OJ>eratoF-Ol=--o-non-taking- po.rt~hare-of--pr-oduction- under--the-terms-of--any--ex.isting--oontrnet-of..--01>erot-or-shall--not 

68 si-ve---tlle-flOIHUkttlg--porl)'-fl1ly--tt1le~t-iR---6r-meke---lhe---n0tHtt-k-ing-paft-)'-1t-pOft-y----to---s&id---contrttet:-----No---1>0roll8~I 

69 ~nd- Gtts-und-no---sftlc---of-Ga,---shall- bc-medc-by----Opcretor----without- first-giving- thc-non-taking-perty-tcn-dey,-wr-itten 

70 nolice-of-suel,----intended- purol1ose---or--sole---oncl---tl1e--i>rice--to-be-poid--or-tl1e--i>ricing---bnsis-to-be--used:-Opern10F--S lloll--g-iv-e 

71 nottee-l-O-flll--part-ies-eH.he-first-sale-ef.Gus-frenHlny-weU-under--t.hi5-A-greemenl:-

72 -All- pert-ics--shell---give-timcly- wriHcn-noticc----to-Opcretor-of- thei r-Ge:,---madc.l.'ting---emmgement,-for-thc-followin'g 

73 month,-----exoludinbo-prioe,-----nnd----shall----110tify---Operotor- im111ediotely-in- the-evenl-----of--o----<lhonge--in--suoh- or-rongement5;- 1 

74 
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Qpemtor--sl1nll- mointoin-records-of-ell- 111ork-et-ing-orrnngen1ents.----ond--of-volumes--nelunlly-sold-or- trons1>0rted,-wl1ieh 

2 reeor-d9-5holl-be-m!Kie-1lYftiloble-to-Ntm-GpemtoFtttpon-rettS60llble-request:-

AllTICLE VU. 

4 EXPENDITURES AND LIABILITY OF PARTIES 

5 A. Li11bility of Pnrtics: 

6 The liability of the parties shall be several, not joint or collective. Ea~h party shall be responsible only for its obligations, 

and shall be liable only for its proportionate share of the costs of developing ~nd operating tho Gontrnct Unit Arca. Accordingly, the 

8 liens granted among the parties in Article Vll.B. arc given to secure only the debts of each severally, and no party shall have 

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

IO hereunder. It is noL lhe inlention of the parties to create, nor shall this agreement be construed as creating, a mining or other 

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

12 principals. 1n their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have 

13 established a confidential relationship but rather shall be free to act on an arm's-length basis in accordance with their own 

14 respective self-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with each other 

15 with respect to activities hereunder. 

16 D. Lieus nnd Secul'ity In terests: 

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

18 Leases and Oil and Gas Interests in the tonttaet Unit Arca, and a security interest and/or purchase money security interest in any 

19 interest it now owns or hereafter acquires in the personal property and fixtures on or used or obtained for use in connection 

20 therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense, 

2 I interest and fees, the proper disbursement of all monies paid hereunder, the assignment or relinquishment of interest in Oil 

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

• 23 granted by each party hereto shall include such party's leasehold interests, working interests, operating rights, and royalty and 

24 overriding royalty interests in the Gontraet Unit Arca now owned or hcreafler acquired and in lands pooled or unitized therewith or 

25 otherwise becoming subject to this agreement, the Oil and Gas when extrncLed therefrom and equipment situated thereon or 

26 used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts 

27 (including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead), 

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

29 foregoing. 

30 To perfect the lien and security agreement providL.-d herein, each party hereto shall cx.ccute and acknowledge the recording 

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

32 following execution hereof, and Operator is 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 in the state in which the Gontmct Uni.t Arca 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 recording supplement executed 

36 herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records and/or a 

37 financing s latcment with tl1e proper officer under the Uniform Commercial Code. 

38 Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to 

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

40 inLcrest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or 

41 under such party. AJI parties acquiring an interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement, 

42 whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subject 

43 to the lien and security inlerest granted by this Article Vll .B. as to all obligations auribulable to such interest hereunder 

44 whether or not such obligations arise before or afler such interest is acquired. 

45 To the extent that parties have a security interest under the Uni~orm Commercial Code of the state in which the 

46 Gontrnet Unit Area is s ituated, they shall be entitled to exercise the righls and remedies of a secured party under the Code . . 

47 The bringing of a suit and the obtaining of judgment by a party for the secured indebledness shall not be deemed an . 

48 election of remedies or otherwise affect the lien rights or security interest as security for the payment thereof. In 

49 addition, u1>011 default by any party in the payment of its share of expenses, interests or fees, or upon the improper use 

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

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

52 such party, plus interest as provided in "Exl1ibit C,11 has been received, and shall have the right to offset the amount 

53 owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All purchasers of production 

54 may rely on a notificution of defauh from the non-defaulting party or parties stating the amount due as a result of the 

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

56 this paragraph. 

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

58 Operator, the non-defaulting parlics, including Operator, shall upon request by Operator, pay the ·unpaid amount in the 

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

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

61 paying party may independently pursue any remedy available hereunder or olherwise. 

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

63 or execution proceedings pursuant to the provisions of thi s ngrccmcnt, to the extent allowed by governing law, the defaulting 

64 party waives any available right of redemption from and after the date of judgment, any required valuation or appraisemcnt 

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

66 and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each party 

67 

68 

69 

70 

71 

72 

73 

74 

hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted 

hereunder, such power to be exercised in the manner provided by applicable law or oLherwisc in a commercially reasonable 

manner and upon reasonable notice. 

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

law of any state in which the Gontraet Unit Arca is situated to enforce the obligations of each party hereunder. Without limiting 

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

utilize the mechanics' or matcrialmen's lien law of the state in which the Gontro.ct Unit Arca is situaled in order to secure the 

West Esc:wadn Unit Opcr;1ting Agreement -13-

, . 



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

payment lo Operator of any sum due hereunder for services performed or materials supplied by Operator. 

2 C. Adva nces: 

Operator, at its election, shall have the right from time to time 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 incurred in operations 

5 hereunder during the next succeeding month, which right may be exercised only by submission to each such party of an 

6 itemized statement of such estimated expense, together with an invoice for its share thereof, Each such statement and invoice 

for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding: month . 

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

9 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 in Exhibit "C" until paid. Proper adjustment shall qc 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. Default s nm.I Remedies: 

13 If any party fails to discharge any financial obligation under this agreement, including without limitation the failure to 

14 make any advance under the preceding Article Vll.C. or any other provision of this agreement, within the period required for 

15 such payment hereunder, then in addition to the remedies provided in Article VU.D. or elsewhere in this agreement, the 

16 remedies specified belqw shall be applicable. For purposes of this Article Vll .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-defaulting Non-Operator, 

18 and when Operator is the party in default, the applicable notices and elections can be delivered by any Non-Operator. 

I 9 Election of any one or more of the following remedies shall n~t preclude the subsequent use of any other remedy specified 

20 below or otherwise available to a non-defaulting party. 

21 I. Suspension of Rights · Any party may deliver to the party in default a Notice 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 in the exercise of one 

23 or more of the remedies provided in this Article. If the default is not cured within 1hirty (30) days of the delivery of such 

24 Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the 

25 default 1s cured, without prejudice to the right of the non-defaulting party or parties to continue to enforce the obligations of 

26 the defaulting party previously accrued or thereafter accruing und~r this agreement. If Operator is the party in default, the 

27 Non-Operators shall have in addition the right, by vote of Non-Operators ,owning a majority in interest in the Gontraet Unit Arca 

28 after excluding the voting interest of Operator, to appoint a new Operator effective immediately. The rights of a defaulting 

•29 party that may be suspended hereunder at the election of the non-defaulting parties shall include, without limitation, the right 

30 to receive information as to any operation conducted hereunder during the period of such default, the right to elecl to 

31 p.1rticipate in an operation proposed under Article VI.B. of this agreement, the right to participate in an operation being 

32 conducted under this agreement even if the party has previously elected to participate in such operation, and the right to 

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

34 2. Suil for Damages · Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (at joint 

35 account expense) to collect the amounts in default, plus interest accruing on the amounts recover1..-d from the date of default 

36 until the date of collection at the rate sp1..-cified in Ed1ibit "C" attached hereto. Nothing herein sha ll prevent any party from 

37 suing any defaulting party to collect consequential damages accruing to such party as a result of the default. 

38 3. Deemed Non-Consent · The non-defaulting party may deliver a written Notice of Non-Consent Election to the 

39 defaulting party at any time al\er the expiration of the thirty-day cure period following delivery of the Notice of Default, in 

40 which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a 

41 well which is .to be or has been plugged as a dry hole, or for the Completion or R1..-completion of any well, the defaulting 

42 pai1y will be 1;:onclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with 

43 respect thereto under Article VI .8. or VI .C., as the case may be, to the extent of the costs unpaid by such party, . 

44 notwithstanding any election to participate theretofore mp.de. If election is made to proceed under this provision, then the 

45 non-defaulting parties may not elect to sue for the unpaid amount pursuant to Article VU.D.2. 

46 Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure 

47 its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit "C," provided, however, such 

48 payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incum..-d by the non-

49 defaulting parties as a result of the default. Any interest relinquished pursuant to. this Article YU.D.3. shall be offered to the 

50 non-defaulting parties in proportion to their interests, and the non-defaulting parties electing to participate in the ownership 

51 of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein. 

52 4. Advance p3yme11l" If a default is not cured within _ thirty (30) days of the delivery of a Notice of Default, Operator, or 

53 Non-Operators if Operator 1s the defaulting party, may thereafter require advance payment from the defaulting 

54 party of such <lefaulting party1s anticipated share of any item of expense for which Operator, or Non-Operators, as the case may 

55 be, wou ld 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 includes, but is not limited to, the right to require advance payment for the estimated costs of 

57 drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the 

58 defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided 

· S9 in the Article VU.D. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining 

60 when the operation is completed and all costs have been paid shall be promptly returned to the advancing party. 

61 5. Costs nod Allorneys' Fees· In the event :my party is required to bring legal proceedings to enforce any financial 

62 obligation of a party hereunder, lhe prevailing party in such action shall be entitled to recover all court costs, costs of 

63 collection, and a reasonable attorney's fee, which the lien provided for herein shall also secure. 

64 E. H.cnl nls, Shul- in \ Veil Payments a nd M inimum Roya lt ies: 

65 Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid 

,66 by the party or p.,rties who subjected such lease to this agre'cment at its or their expense. In the event two or more parties 

· 67 own and have contributed interests in the same lease to this agreement, such parties may designate one of such parties to 

68 make said payments for and on behalf of all such parties. Any party may request, and shall be enti tled to receive, proper 

69 

70 

71 

72 

73 

74 

evidence of all such payments. ln the event of failure to make proper payment of any renlal, shut-in well payment or 

minimum royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which 

results from such non-payment shall be borne in accordance with the provisions of Article IV.ll.2. 

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to 

production of a producing well , at least five (5) days (exclu~ing Saturday, Sunday, and legal holidays) prior to taking such 
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action, or al lhc earliest opponunity permitted by circumstances, but assumes no liability for failure to do so. In the event of 

2 failure by Operator to so notify Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure lo make 

time ly payments of any shut-in well payment shall be borne jointly by the parties hereto under the provisions of Article 

4 IV.B.3. 

5 .. ~. Tnxes: 

G Dcginnmg with the first calendar year after the effective date hereof, Operator sha ll render for ad valorcm taxation all 

7 property subject to this agreement which by law should be rendered for such taxes, and it shall 1,>ar all such taxes assessed 

8 thereon before they become delinquent. Prior to the rendition date, each Non-Operator shall furnish Operator information as 

9 to burdens (to include, but not be limited to, royalties, overriding royalties and production payments) on Leases and Oil and 

IO Gas Interests contributed by such Non-Operator. If the assessed valuation of any Lease is reduced by reason of its being 

11 subject to outstanding excess royalties, overriding royalties or production payments, the reduction in ad valorem taxes 

12 resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to 

13 such owner or· owners so as to reflect the benefit of such reduction. If the ad vnlorem taxes are based in whole or in part 

14 upon separate valuations of each party's working interest, then notwithstanding anything to the contrary herein, charges to 

15 the joint account shall be made and paid by the parties hereto in accordance witfr 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 in Exhibit "C." r 
18 If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner 

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

20 determination. During the pendency of administrative or judicial procc1..-dings, Operator may elect to pay, under protest, all such taxes 

21 and any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for 

22 the joint account, together with any interest and penalty accrued, and the total cost slu:1 II then be assessed against the parties, and be 

23 paid by them, as provided in Exhibit "C." 

24 Each party shall pay or cause to be paid all productjon, severance, excise, gathering and other taxes imposed upon or with respect 

25 to the production or handling of such party's share of Oil and Gas produced under the terms of this agreement. 

26 ARTICLE VIII. 

27 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST 

28 A. Surrender or Lenses: 

29 The Leases covered by this agreement, insofar as they embrace acreage in the tOntreet Unit Arca, shall not be surrendered in whole 

30 or in part unless all parties consent thereto: 

31 However, should any party desire to surrender its interest in any Lease or in any portion thereof, such party shall give written 

32 notice of the proposed surrender to all parties, and the parties to whom such ~oticc is delivered shall have thirty (30) days after 

33 delivery of the notice within which to notify the party proposing the surrender whether they elect to consent thereto. Failure of a 

34 party to whom such notice is delivered to reply within said 30-day period shall constilute a consent to the surrender of the Leases 

·•35 described in the notice. If all parties do not agree or consent thereto, the party d~siring to surrender shall assign, without express or 

36 implied warranty of title, all of its interest in such Lease, or portion thereof, and· any well, material and equipment which may be 

37 located thereon and any rights in production thereafter secured, to the parties not consenting to such surreniler. If the interest of the 

38 assigning party is 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 oil and gas lease covering such Oil and Gas Interest for a term of one (I) year and so long 

40 thereafier as Oil and/or Gas is produced from the land covered thereby, such lease to be on the fonn attached hereto as Exhibit "B." 

41 Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, but not theretofore 

42 accrued, wi th respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party 

43 shall have no further interest in the assigned or leased premises apd its equipment' and producti on other than the royalties retained 

44 in any lease made under the terms of this Article. ·nie party assignee or lessee shall pay to the party assignor or lessor the 

45 reasonab le salvage va lue of the latter's interest in any well's salvable materials and equipment attributable to the assigned or leased 

46 acreage. The value of all salvable materials and equipment sha ll be determined 111 accordance with the provisions of Exhibit "C," less 

47 the estimated cost of salvaging and the estimated cost of plugging and abandoning and restorin~ 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. 1r the 

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

50 interest of each bears to the total interest of all such parties. lf the interest of the parties to whom the assignment is to be made 

51 varies according to depth, then the interest assigned shall similarly renect such variances'. 

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 interest as it was immediately before the assignment, lease or surrender in the balance of the ttttll.fflet Unit Arca; and the acreage 

54 assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this 

55 agreement but shall be deemed subject to an Operating Agreement in the form of thi s agreement. 

56 ll, U.encw11I 01· Extension of Le11ses: 

57 If any party secures a renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties 

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

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

60 delivery of such nolice in which to elect to participate in the ownership of the renewal or replacement Lease, insofar as such Lease 

61 afTects lands within the Gontroot Unit Arca, by paying to the party who acquired it their proportionate shares of the acquisition cost 

62 allocated lo that part of such Lease witl1in lite tentroct Unit Arca, which shall be in proportion to the interest held at that_ time by the 

63 parties in the Gontract Unit Arca. Each party who participalcs in the purchase of a renewal or replacement Lease shall be given an 

64 assignment or its proportionate interest therein by the acquiring pany. 

65 If some, but less than all, of the parties elect to participate in the purchase of a renewal or replacement ~case, it shall be ownl.-d 

66 by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in 

67 the Gontrool Unit Arca to the aggregate of the percentages of participation in the G-Ontroct Unit Arca of all parties participating in tl1e 

~8 purchase of such renewal or replacement Lease. The acquisition of a renewal or rep lacement Lease by any or nll of the parties hereto 

69 shall not cause a readjustment of the interests of the parties stated in Exhibit "A," but any renewal or replacement Lease in which 

70 less than all parties elect to participate shall not be subject to this agreement but sha ll be deemed subject to a separate Operating 

71 Agreement in the form of this agreement. 

72 If the interests of the parties in the Gontraet Unit 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 interest shall also reflect such depth variances. 

74 
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111c provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interest covered by 

2 the cxpirinH 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 becoming effective within six (6) months after the expiration of the 

4 existing Lease, shall be subject to this provision so long as this agreement is in clTcct at the time of such acquisition or at the time 

the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the 

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 

7 agreement 

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

9 C. Acreage or Cash Contributions: 

IO While this agreement is in force, if any party contracLs for a contribution of cash towards the drilling of a well or any other 

11 operation on the teflt-met Unit Arca, such contribution •shall be paid to the party who conducted the drilling or other operation and shall 

12 be applied by it against the cost of such drilling or other operation. Jr the contribution be in the form of acreage, the party to whom 

13 the contribution is made shall promptly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the 

14 proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate ttlnlfftet-Unit Arca and, to the 

15 extent possible, be governed by provisions identical to this agreement Each purty shall promptly notify all other parties of any 

16 acre3gc or cash contributions it may obtain in support of any well or any other operatiOn on the tOntroet Unit Arca. The above 

17 provisions shall also be applicable to optional righLs to earn acreage outside the (;ootmet Unit Arca which arc in support of well drilled 

18 inside Gontract Unit Arca. 

19 If any party contracls for any consideration relating to disposition of such party's share of substances produced hereunder, 

20 such consideration shall not be deemed a contribution as contemplated in this Article Vlll .C. 

21 D. Assig11111ent;-i\tlainlent111ce-or-l:l11iform-l11tere!lt~ 

22 FoHl1e-J>Urpose-of-111ointoinin1,~niforn1ity-of-oW11ersl1i1>-in•tl1e-Go11Lrael-Afeo-i1Hl1e-GiHlnd--Gas-beoses,QiHlnd-Gos 

23 l111erests-;-wells,--equipn1ent---end-produetioo----cever-e<l-by--tl1-i5-agreenleflt-n&-f)ftft-y-sl1al·l--sel·l,-encun1bef;--tf&nsfer-er-o1ak-e--othet= 

24 dispo5ition-of- its-inter-cst-in- thc-Oil-and--Gas-bcascs-end-Oihtnd--Ga5- lntcrcst~mbntccd-wilhin-Lhc-t0ntrnct-Arca-or- in-wclls; 

25 equipme11l·ond·produetion-unleu-sueh--disposition-oovers-either. 

26 ~,e-ent-ire-interest-of:.th&pnFl-y-i-1wtl-l-Gi·Hmd--Go9-bcoses,-OiHUlf.l--Gos-lnleresls,wells,equismlef1Hlnd-pFOd1Jetion;--OF 

27 ~an-cqual-undividc<l- 1>erccnt-of- thc-partf-5- prcsent---intercst- in-all-Oil---end-Gas- lcescs,0il- and-Ges-lntercsts,wclls; 

28 equipment·ond1>roduetion-in-the-C-ontroet-Arco:-

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

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

3 I Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective date of 

32 the transfer of ownership; 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 olher satisfactory evi.dcnce thereof in writing from the transferor or transferee. No assignment or other 

35 disposition of interest by a party shall relieve such party of obligations previously incurred 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 operation 

3 7 conduct1..>d hereunder in which such party has agreed to 1>articipate prior to making such assignment, and the lien and security 

38 interest granted by Article VU.U. shall continue to burden the interest transferred to secure payment of any such obligations. 

39 lf, at any time the interest of any party is divided among and owned by four or more co•owncrs, Operator, at its discretion, 

\ 40 may require such co-owners to appoint a single trustee or agent with full authority 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 bind, the co•owners of such party's interest within the scope of the operations embraced in this agreement; however, all such co-

43 owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of 

44 the Oil and Gas produced from the tefllfflet Unit Arca and they shall have the right to receive, separately, payment of the sale 

45 proceeds thereof. 

46 E. \Vnivc1· of Ri~hts to Partition: 

47 If permitted by the laws of the slate or states in which the properly covered hereby is located, each party hereto owning an 

48 undivided interest in the €ontrnet Unit Arca w·J.ivcs any and all rights it may have to partition and have set aside to it in severalty its 

49 undivided interest therein. 

50 h"llrere,ie1,tittl-Rigl1Ho--Puriehttsct 

5 I 13--(Gption•ltthcck-if-applicablec) 

52 Should-nny-porty-<lesire-to-sell- oll-or-eny-part-oHts--inter~ts-under- this-ogreement,or-its-rights-ond-interests-i1Hhe-tOntro.et 

53 Afefl;--tHhnll-promptly-gi¥&--WritterH1ot-tee--lo--the--otltef-1)0Ft-ies,--with-fuU-informot-ion--<!Oncemin~t:5--proposed-disposilien.-whieh 

54 shall-ineludc-thc-flamc-and- addrcss-of- thc-prospcctivc-transfer-cc--(-who-must- bc-fcady,-wiHing-end- eblc-to-purehase);--thc-purehasc 

55 prioo,-o--legol-description-sufficienHo-identify-tl1e-property;-ond- o.ll-otller- tern1s-of- tl1e--ofTer-:--T-l1e--otl1er-part-ies-sho.ll--t.l1en-l10·ve-on 

56 optio11ul-pr• of-flg-ht,foH1-peri~f-ten~-O)-tiflys-uA1.."f-the--net-iee-iHelivet«i;-to-purel1o~foHhe-stoted--eonsidemtion-otHlte 

57 san1c--term!f-8nd---conditions--thc-intcr-cst-whieh- thc-otl1cr-:-party-proposc,-to--sell;-and,-iHhis-optional-figl1t- is---cxcrciscd, tl,c 

58 purcho.sing-porties-shall-shore--the- pur-0hosed-interest- i1Hhc-pro1>0rtion.s-th0Hhe-interesr-of--eoch- bcors-to-the-toto-1-interes1-of- ell 

59 purchosing-po~OweYeFtlher.e-shoU-be-no-preferen~ial--tighHo-purel189HJHhose-eases-where-ony--ptttty-wishee--nteFtgoge 

60 its-intercsts,er- to-transfcr-titlc-to-it.9-inter-cst.,-to-its-mortgagcc-in-licu-of-or--pursuant-to-forcclosurc-of-a-mongagc-of-itHnter1..-st; 

61 or- to-dis1>0Se-of-its-interests-by-111erger-,reorganiz..o.tion;-consol idotion,-or-by-snle-of-all-or-substontiolly-all-of- its--Oil-ond-Gns- ossets 

62 to-uny;mrty,-oF-by-trnnsfef-oHls--tnteresH&-tt-Subsidinry-of-ft-f)Orenl-OOn1pony-oHo-o--subs-idioFY-Of-n--t)Ur,c11t-oompony,eF-to-any 

63 con1pony-in-wl1iclMuch-party-owns--tt-mnjorcity-of--thc--stock-: 

64 ARTICLE IX. 

65 INTERNAL REVENUE CODE ELECTION 

66 If, for federal income tax purposes, this agreement and the operations hereunder arc regarded as a partnership, and if the 

67 parties have not otherwise agreed to fonn a tax partnership pursuant to Exhibit "G" or other agreement between them, each 

68 party thereby affected elects to be excluded from tlic application of all of the provisions of Subchaptcr "K," Chapter I, Subtitle 

69 "A," of the Internal Revenue Code of 1986, as amended ("Code"), as permilled and authorized by Section 761 of the Code and 

70 

71 

72 

73 

74 

the regulations promulgated thereunder. Operator is authorized and directed to execute on behalf of each party hereby affected 

such evidence of this election as may be required by the Secretary of the Treasury of the United States or the Federal h1tcrnal 

Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the data required by 

Treasury Regulation §I . 761 . Should there be any requirement that each party hereby afTected give further evidence of this 
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cleclion, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Internal 

2 Revenue Service or as may be necessary to evidence this election. 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 in which the Contract 

Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K," _Chapter 

I, Subtitle "A," of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party 

6 hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing election, each 

7 such party states that the income derived by such party from operations her(;Under can be adequntcly determined · without the 

8 computation of partnership taxable income. 

9 ARTICLEX. 

10 CLAIMS AND LAWSUITS 

l I Operator may settle any single uninsured third party damage claim or suit ari s ing from operations hereunder if the expenditure 

12 docs not exceed fifty Thousnnd Dollars($ 50 000 00 ) and if the payment is in complete settlement 

13 of such claim or suit. If the amount required for sett lement exceeds the above amount, the parties hereto shall assume and take over 

14 the further handling 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 

I 6 claim or suit arises. If a claim is made against any party or if any party is sued on account of any matter arising from operations 

17 hereunder over which such individual has no control because of the rights given Operator by this agreement, such party shall 

18 immediately notify all other parties, and the claim or suit shall be treated, as any other claim or suit involving operations hereunder. 

19 ARTICLE XI. 

20 l•'ORCE MAJEURE 

21 If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other 

22 than the obligation to indemi1ify or make money payments or furnish security, tha! party sha ll give to all other parties 

23 prompt written notice of the force majeure 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 majeurc, shall be suspended during, but no longer than, the 

25 continuance of the force majeure. The tem1' "force majeure," as here employed, shall mean an act of God, strike, lockout, or 

26 other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening, fire, storm, flood or other act of 

27 nature, explosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and any other 

28 cause, whether of the kind specifically enumerated above or o therwise, which is not reasonably within the control of the party 

29 claiming suspension. 

30 The affected party shall use all reasonable diligence to remove the force majcure situation as quickly as practicable. The 

31 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 within the discretion 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 writing and delivered in person or by United States mail, courier service, telegram, telex, 

38 telecopier 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 permitted by this agreement shall be confirmed immediately thereafter by written 

40 notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party to 

41 whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date 

42 th.e originating notice is received. "Receipt" for purposes of this 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 in accordance with this agreement, or 

44 to the tclecopy, facsimile or telex machine of such party. The second or any responsive notice shall be deemed delivered when 

45 deposited in the United States mail or at the office of the courier or telegraph serv ice, or upon transmittal by telex, tclecopy 

~46 or facsimile, or when personally delivered to the party to be notified, provided, that when response is required within 24 or 

47 48 hours, such response shall be given orally or by telephone, telex, telecopy or other facsimile within such period. Each party 

· 48 shall have the right to change its address at any time, and from time to time, by giving written notice thereof to all other 

49 parties. If a party is not available to receive notice ora lly or by telephone when a party attempts to deliver a notice required 

50 to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall 

51 be deemed delivered in the same manner provided above for any responsive notice. 

52 ARTICLE XIII . 

53 TERM OF AGREEMENT 

54 This agreement shall remain in full force and cfTcct as to the Oil and Gas Leases and/or Oil and Gas Interests subject 

55 hereto for the period of time selected below; provided, however, no party hereto sha ll ever be construed as having any right, title 

56 or interest in or to any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement. 

57 0 Option No 1 · So long as any of the Oil and Gas Leases subject to this agreement remain or arc continued in 

58 force as to any part of the Gontraet Unit Area, whether by production, extension, renewal or otherwise. 

59 D Qpt-ie~n-¼11e-eYettHJ1e--weU-desOFibed-ttt-AFt-tele-¥l~0y--5ub5e<'tuent----weJ·l---oFi-lled-untier-aoy-prtw-isffln 

60 of- this-agr«ment,-rcsults-in- thc-C-ompletion-of-a-wcll-as- a-wclkapa~k---of- produetion-of-Oihmd/or-Gas-in-paying 

6 I quontit-ies;-this-ftgr-een1ent-slinll-cont-i nue-in- foree--so-long-os--nny-such-well--is---copoble--ol'-produclion;-and- for- nn 

62 ud<lil-tonol-peFiod--oF--- -o,nys--ther-eafieF,---pmY-ided,-------tiewev-eF,-----ff,-pFi6f--f.e--the--eMpirot-ion--------of--sueh 

63 additio111tl--pcr-iod.----onc-or--fl1or1...~f-thc-partics-her-ct0-ftr-c-cngagcd-in-drilling;--Rcworking.-E>ccpcning;--6idetrack:ing, 

64 Plugging-Bnck-,-test-inb>---Of--Otten1pting-to-Gomplete-or- R-e--eomplete-n-well-or-wells---hereunder-,-this-agreement-sholl 

65 eon1Hlue--in-foree-unti'l-suelr-epernt-iens-hllve-oeelt-e0n1pleted--nn<l-+f-produetitm---reSults--therefrom;-H1i9--ftgreement 

66 sha ll--continuc-in- forcc--t15---pr-ovidcd- hcrcin:---ln---thc--cvent-thc-wcll-<lcseribcd-tn-Artidc-¥l:A-:,-0r-ftn-y- subscquent---wcll 

67 drilled- her-eunder,-results-in-o-dry--l1ole~nd- no-otl1er-well- is--copable--of- producing--Oil--andlor-Gos-from- tl1e 

68 tefltfaet-Ar-e&;---tl1f5--fl:gt-eettleflt--511ol-l------tet=minate------un.Jess----dfHl-ing,-------Oeepentflg,----Stdetmelting;--Gett1p-leting,------&e-

69 eompleting,Plugging-Back-or-R-cworking-operntions-arc-commeneed-within-::============<Iays-from-the 

70 dnte---of--obondonn1ent--of-soid---wel-l:----!'Abnndon111enl-'1-for---such---purposes-sl10ll---menn--eitl1ef-ti-)-a-decision-hy-all--parties 

71 net-to--;,on<luet-ttny--fuF1l1Cf-6peffttion.-on-tl1-ll-of--.fiit--ihe-elapse-el'-J.W--<Jay,,-f,em-1he-wnduet-of'-any 

72 opcrations-on-thc-wcl-l,-whichcvcr- first-oceur-s-:-

73 The termination of this agreement sha ll not relieve any party hereto from any expense, liability or other obligation or any 

74 
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remedy therefor which has accrued or attached prior to the date of such tennination. 

2 Upon termination of this agrci:mcnt and the satisfaction of all obligations hereunder, in the event a memorandum of this 

Operating Agreement has been filed of n.-cord, Operator is authorized to file of record in all necessary recording olliccs a 

4 notice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon 

5 request of Operator, if Operator has sat isfied all its lin:mcml obligations. 

6 ARTICLE XlV. 

7 COMPLIANCE WITH LAWS AND REGULATIONS 

8 A, Laws, Jt.eguh1tions nntJ Orders: 

9 Tl11s agrccnu.mt shall be subjci;t to the applic.1ble laws of the state in which the Eontrnct Unit Arca is located, to the valid rules, 

IO regulations, and orders of :my duly constituted regulatory body of said state; and to all other applicable federal, slate, 

11 am.J local laws, ordinances, rules, regulations and orders. 

12 ll. Governing Law: 

13 T h is a1;reement and all mailers 11cr1ainini: hereto, iuclmlin~ but 1101 limiled to 11111t1cn of 11crformancc, non-

14 11erfornu111cc1 breach, remedies, 1,rocedures, ri&:hts, duties, and inter11retation or coustructiou, sha ll be gonmed and 

15 determined by the law of the state in which the Gonu·ttct Unit Arca is lucntcd. JJ lhe Goutr,u!t Unit Aren is in two or more sh,tes, 

16 the law of the state of New Mc;s1co shall govern. 

17 C. Regulatory Agencies: 

18 Nothing herein contained shall grnnl, or be construed to grant, Operator the right or authority to waive or release any 

19 rights, privileges, or obligations which Non-Operators mny have under federal or state laws or under rules, regulations or 

20 orders promulgated under such laws in refon.:nce to oil, gas and mineral operations, includin8 the location, operation, or 

21 production of,vells, on tracts offsetting or adjacent to the Gontrttet Unit Arca. 

22 With respect to the operations hereunder, Non-Operators agree to release Operator from any and all lfsscs, damages, 

23 injuries, clauns and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation 

24 or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission 

25 or predecessor or successor agencies to the extent such interpretation or application was made in good faith and docs not 

26 constitute gross negligence. Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of 

27 production or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such 

28 an incorrect mtcrprctation or application, together with interest and penalties thereon owing by Operator as a result of such 

29 incorrc.-ct interpretation or application. 

30 

31 

32 A. Execution: 

AUTICLEXV. 

MISCELLANEOUS 

33 This agreement shall be bindmg upon each Non-Operator when this agreement or a counterpart thereof has been 

34 executed by such Non-Operator and Operator notwithstanding that this ngrccment is not then or thercnfier executed by all of 

35 the parties to which it is tendered or which arc listed on Exhibit "A" as owning an interest in the Gontrnct Unit Arca or which 

36 own, in fact, an interc.-st in the Gontrnet Unit Arca. Operator may, however, by written notice to all Non-Operators who have 

37 become bound by this agreement as aforesaid, given at nny time prior to the actual spud dnte of the Initial Well but in no 

38 event later than five days priur to the date specified in Article VI.A for commencement of the lrntial Well, terminate this 

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

40 drilling operations. In the event of such a termination by Operator, all further obligations of the parties hereunder_ shall cease 

41 as of such termmation. In the event any Non-Operator has advanced or prepaid any share of drilling or other costs 

42 hereunder, all sums so advanced sha ll be returned to such Non-Operator without interest. In 1hc event Operator procc.-cds 

43 with drilling operations for the Initial Well without the execution hereof by all persons listed on Exlubit "A" as having a 

44 current working interest in su1;h well, Operator shall indemnify Non-Operators with respect to all costs incurred for the 

45 Initial Well which would have been charged to such person under this agreement if such person had executed the same and 

46 Operator sha ll receive nil revenues which would have been received by such person under this agreement if such person had 

47 executed the same. 

4H B. Successors .um.I Assigns: 

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

50 dcvisees, lega l representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or 

51 Interests included within the Contract- Unit Arca. 

• 52 C. Coun lc1·11:11·t.s: 

53 Tlus m.strumcnt may be executed 111 any number of counterparts, each of which shall be considered un originul for all 

54 purposes. 

55 0. Scvcrabilily: 

56 For the purposes of assuming or rejecting this agreement as an exccutory contract pursu.1nt to federal bankruptcy laws, 

57 this agreement shall not be severable, but rather must be assumed (!r rcjcctl.-<l in its entirety, and the failure of any party to 

58 this agreement to comply with all of its financial obligations providt'Cl herein shall be a material default. 

59 ARTICLE XVI. 

60 OTHER PROVISIONS 

61 

62 

63 

64 

65 

66 

67 

68 
69 

70 

71 

72 

73 

74 

A. Effectiveness ofA1·rccment/ConOict oficn11S 
11,e panic, hereto agree that until ,uch,time as the Unit Acn:cmcnt unititing the lands listed 011 Exhibit •:A" or this agreement is appro\'cd by the Bureau of Land 
ManagCmcnt, the Federal Indian Mincrall Office, tuld lhc New Mexico Oil Conscn.·01ion Division. 1his ocrccmcnt sha ll not l>ccomo c!Tccth-c, In the e,·enl such 
appr0\'al ii never srnntod, then th,is..igrccmcnt shall l)c t!cmcd null and , ·oid r,b iJ1itio. This i;rcemcnt ,Ji:;ill _J!_Ot ~ _!lc~l!l~d !Q. ;iJl!c_r JIJO<!ifr a1~r 9(~!.e_t~r)!.~ '!1!4. ______ _ 
c.ondilions of the Unit A1Jrccmc111 or to n::Uc,·c the Unit Oix:rator or any richl or oblication cswblishcd under the Unil Agrcemellt, and In case or any inconsistc11cy 
or conflict between the Unit A"rccu\cnt and thi, a1Vccmcnt. the Unit Acrccmc.'1 shall uo,·em. Notwiths1.1111dinu anytbin" in this aereemcnt to the contrary. in the 
C\'Cnt or any c:ouniet between the provisions of Artic:le I Utrou~h Article XV or this tt(;f'Ccmcnt and the pro,1isions or U1is Artic:le XVI, the provisions of this Article 
XVI sh.ill c:ontrol. 

B. Priori1roCOpcruUon$-HoriJ.oolal Well$ 
Notwi1hstanding; Artic:lc VI.B.6 or .ut)tluni else in Lhis asrtcmcnt 10 the c:onlliln', ii is a~ed duit where a Horizontal or Multi-1.:iteral Well subjec1 to t11is 
agreement has been drilled to

0

d1e objective fonnation and the Conscmmg P:irties ~ot :isrcc upon dle scqu nee and timing or further operations regarding sUCh 
HorllOntal or Mulli-UltcranYcll. the folio\, in.:; elections shall conuol in the order of priority c11umcra1ed hctc:iflcr: 

I . Prior 10 Reaching the Objccti,·c Depth: 
:i. Drilling n well to its objcc:th·e dcplh shall have first pr10nty o,·cr all other opcralions :ind propos.als. 

West Escnvnda Unit Opcrnting Agreemen t -18-
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b. In the event that impcncuublc conditions or mcch.anical difficulties prc,·c.iu rcnchin1i1 the objccti\'c depth, a propo54l to Sidetrack in a.n effort 
to ~ch the objccti\'C depth shall ha\'C pnority 0\'Cr 11 propos,DI 10 attempt a Completion in .a fom1.1tion alraKly reached. 

2. Aficr the Objective Depth lw ~n Rcncbcd: 
a. An election 10 do addition.i,l las;ine, coring or testing; 
b. A.11 election to aucmpt 10 complete drillin; opcralion1 of all proposed Lotcrals; 
c. An election to extend or Deepen a Ultcml; 
d. An election to kick out and drill an addi1iom1l Lateral in the same location; 
c, An clcc1ion to Plur.:; &ck the well to a fonmuion or Zone abo\'C the fonnution in which a Utcml was drilled; irthcrc is more than one proposal 

to Plui; Back, tho proposal to Plug &ck: to the next deepest prospctti\'C Zone or fornuition sluill ha\'c priority 0\'Cr o proposol to plu; back to 
o sla.allowcr prospective Zone ot formation; 
An clccuon to Side1racl; and 

a. "'1 elcetion to plua and ~on said well m pro\'idcd for in Article VI.E. 
It i1 pro,idcd. however, that if at 1J1c lime 1J1e Consenting Panics arc considerinC any of the abon: elections, the hole is in such a condition that a reasonably 
prudclll OpcmlOr would not conduct the operations contemplated by the JUJ,rticufar election invoh·ed for fair of placing the hole in jeopardy or losing 1J1e hole 
prior 10 Complctina 1.he Horizouuil or Multi•Lateral Well in the objective fonuatio11, such election shall be eliminated from priori1.ie1 hcrcinabovc 501 forth. 

C. OJ>srn1or'1 Rii:tu to Net Ou1 Rswnw: 
In the evc:nt any Non-Operator becomes one hundred and twcnly (l20) days delinquent on payment ofnny joint interest billing, except for any payments related 
to cl~cs 011 any joint interest biUinK that tuch Non-Operator h:11 pro\'Kled wrillen notice lluu they arc disputing in good faith, Opcrntor is authorized to deduct 
opcrotma COJIS and cl~rgcs mscstoblc to 1uch Non-Operator as pcnniucd under this ai:rcemcnt. and remit to 1uch Non-Openllor its respective net slwe of any 
proceeds attributable to the fotcrcst of the Non-Operator being: recch·cd directly from 1111y purclmcrs of produclion from tl1e Unit Arca. At such time as ll.c 
delinquency has be-en reCO'!(tCd by Opcrulor. Operator will restore full p.1,)1ucnt or revenues lO the delinquent Non-Operator. TIie rii:Jlls p~ hereunder shall 
be on•1,oin; nnd may be utilized .at any tinte)l1at :i Non-Operator is delinquent on the p.iyment of joint interest billings. TI1c foregoin; provision sl1:1II not diminish 
any ofOperaLor's riG)tts contained within Article VU(b). 

D. fcdcrnl ond SIOIC AdministroliOII 
Opc:mtor 1holl uct 11s tl1e r•prcscnt.ati\'e for the pmtics hereto concerning :111 filings required b)' and hC:1rings aud proce dings before a Federal or Sta.le 
administnUi\'e bodies havini jurisdiction over the Unit Arca and .ill reasonable costs and expenses incurred by

1 
OpcralOr, dir~tly or by retention of outside 

pcrsonncL in ma.king such film&5 or p.lJ'l.lcipatuti: in such hc.irin&J or procecdinas shall be proper charges against the Joi.nt account Nollling herein contained sl~ll 
prohibit any of the prutics lO this aKJ'Cemcnt from p.irticipating in any such he.icings or procccdin;s in its 0,\11 behalf and at its 0\m cost. expense lllld risk, so Iona 
as such part)· docs not tnl.e an ad\'ersc position to that bclllg tal.:cn by the Operator on bch.ilf of the Non-Opcr.itors under tltis aarccmcnL 

E. Litmlotion on PnIMl!SS 
WITII RESPECT TO ANY DISPUTE, CLAIM, COUNI'ERCLAIM, CONTRO\!ERSY OR OTHER MATTERS (THE _CLAIMS') ARISING BETWEEN THE 
PARTIES OUT OF OR RELATING TO THIS AGREEMENT OR TIIE SUBJECT MATTER HEREOF, OR ANY ALLEGED BREACH THEREOF, OR OF 
TIIE RELATIONSHIP BETWEj::N TIIE PARTIES CREATED BY THIS AGRIEMENT, EVEN THOUGH SOME OR ALL OF SUCH CLAIMS MAY NOT 
SOUND IN CONTRACT, TORT, WARRANlY OR OTHERWISE. JNC£UDJNG, DUTY TO DEAL IN GOOD FAITH OR CONFIDENTIAt 
RELATIONSHIP, BUT SPEC/Fie.ALLY EXCJ,UDING CLAIMS BASED IN W~OLE OR IN PART ON FRAUD OR BAD-FAITII DEALING, NO-PARlY 
SHALL EVER BE LIABLE FOR EXEMPLARY, PUNATIVE. CONSEQUENTIAL. SPECIAL. INCIDENTAL. INDIRECT OR OTHER SIMILAR 
DAMAGES, INCLUDING LOST PROFITS, BUSINESS INTERRUPTION OR LOSS OF OPPORTIJNllY, WHETI-IER SUCH DAMAGES ARE CLAIMED 
UNDER BREACH OF CONTRACT, BREACH OF WARRANTY, TORT OR ,\fly OTHER THEORY OR CAUSE OF ACTION AT LAW OR IN EQUllY. 
THE LIMITATIONS IN TIIIS PARAGRAPH ARE PART OF THE MATERIAL. BARGAINED-FOR CONSIDERATION FOR ENTERING INTO THIS 
AGREEMENT. 

F. Joiodcr oC\Jnil 011d Pooliur oCLsnschold 
By executing this .icrccmcnt, and upon the Bureau of Umd Mauai:emenL the Federal lndi.in Minerals Office. :ind the New Mexico Oil Conscr\'ation Division 
appro\•al of the Unit Agreement, each pArty hereby joms the Drillini: Uuil(1) and pools U1eir lcASChold working interests \\il11i11 Lhc Unit Arc.i into the Drillin; 
Unit(s). TI1c Drill in; Unil(s) will c.onsist of all or a portion or the. leasehold \\OrkinJ: intcrcitS that arc dc:1Cribcd in Exhibit .. A" hereto. 
G.~ 
TI1e parties hereto further acJ.:.nowlcdge and agree tl1at e.1ch has had the opportunfty to conUibutc lO the drarung or l11is agreement or opportunit)' to have it 
rc,·iewcd by its leJ;OI counsel; l11crcforc. the pa,nics agree 11101 in tl1c e,·ent or a disp:1\c 0\'Cr the mcanu1g or application of this agreement, it shall be constn1cd .is 
if each p.1rt)' ~icipotcd equally in the prcp.irntion and droning of this acrecmenl. · 

H. Unil Ao::o Adiuslmcnts 
TI1c sin: or Ilic Unit Ar.:a 1luill not be conlrn4:tcd or c.xpm1dcd absent \\Tilleu consent of all J)Drtics hereto, which consent sluill not be unreasonably withheld, and 
appro,·ol orthe Bureau ofUmd Manngement, lhc Federal Indian Mincml1 Offic:c.. and t11c New Me:-.ico Oil Conservation Di,1ision. 

1. Auismncnl ond Not kc oC Aasicnmcm 
No nssii;nmcnt or otl1cr transfer or disposuion of .in mt crest subject to tl1is Opera ling Agreement sla.all be errcctive as 10 Operator or the other JUJ,nies here10 until 
Lhe (a) Operator recch·es an .iuthenlicatcd copy of 1110 instrument e\'idcncing 1uch assii;nmcnt, Unnsfer or disposition, and (b) the person rcccl\'ing such assii;nment, 
transfer or disposilion lw become oblii;.itcd by instrument lO obscrYe, pcrfonn :md be hound by all oflhe coven:mts. tcnns and conditions of this a~ccmcnL Prior 
10 suc:h date. neither Operator nor any other p:iny shall be required to recognize such nssignment, 1r.111sfcr or disposition for any purpose but mny continue to deal 
cxclusi\'cly with the p.irty maL:inc such nuignmcnL transfer, or disposition in air matters under this Operating AGfecmcnt ineludina billincs. No assi&iunent or 
other transfer or disposition of rut interest subjca. to tllis Operating Agreement sh.ill rcliC\·e a pany of its oblig:nion accrued prior 10 Ilic cffecth-c date of such 
assigmncnt or transfer. Further, no assignment, transfer or other disposition shall relieve any party of its li.ibility for ils share or costs and expenses which m.ay 
be incurred in any opcrntion 10 which such p.i.ny hil:s prcyiously agreed or consented prior to the cfTecti\·c: dnte of such assignment or transfer, for tlic drillin&, 
testing. complc1ing and equipping, rcwod.ing. rccompleting. sidc•tracL.ing. deepening. plui;gi.ng.t>nck, or plu5:aing and aoondoning ofa well C\·cn though such 
operations ;m: performed a0cr said effective d.lte. subject howe,·er 10 1uch p;irty's ric.ht to elect not to participale in completion opcr.itions nol pre\'iously consented 
to. 

J.OJ>srnmr's Rii'Ju 10 Wilhhold Well lnformAlioo for P;,.s1 Puc loim lmcrsst Billings 
If any pruty to tl1is Operating Agrceme01 shall fail to pay i1s share of c:osts and expenses incu1Ted nud/or fails to pay ooy ad,·ance in\'Oiec as provided for in Article 
VII.C. herein for '°5l l0 be incurred in opcr11Uons of the Unit Arc.i for a period one hundred and twenty (120) days from t.he date of receipt of Operator's in\'oicc 
l11ereforc, Operator may notify the affected par1)' of its default by ccnified mail, ft tum receipt rcqucslcd, and if such par1y fails lO cw-c lhc dcf.iult within ten {I 0) 
day1 from tl1c date of receipt of Operator's notic.c, by pa)ment in full of the in\'oiecs for opcratini costs which ha.v• been due for more tlum thirty (30) days., at 
Opcrntor's election, the Affected paity sllall be deemed in non-consent st.atus Wld for as long as tl1c aITcctcd party remains in default t11cy sluiU lun:c no furtl1cr 
access IQ. the Unit Arco or information obt.aincd in connection w1tl1 operations hereunder ond ~hall not be entitled lO vote on any 'matter hcreiu, as long as 1J1e 
invoices remain unpaid Titis remedy shall be in addition to .iny and all other remcdiCJ provided for in lhis agreement includi1ig: tlu1 not limited to Operator's rii:Jll 
lo sct--ofT and/or net cut revenues and rii:11l to file liens. 

K. lioJHliiu:l 
TI1c descriptive headings used in this OpcrotmK Ai:n.:cmc:nt arc for convenience only and will not be deemed to nO"cct tl1e mcaninG of the Operating Agreement. 

L. Commsocsmcnt oCOnerntians 
Notwil111umdini; anything: in Aniclc VI.B to tl1e contrary, Operator's election to commence opcn1tions prior to and during Ilic Notice Period (forty--<:igllt {48) 
bourt ifapplic.ible), will not alter or c.xtend the Notice Period in which a pnrty is required to 11111ke an election to panicip.ite in the proposed operation, orconstitu1e 
an election by th.it party not to partieip.ite in the cost of the proposed opcrntion. 

M. Con0dGntinlilY 
In the e\'c111 that OpcraLor and No11-01>erator mutually agree in writing that a particular process, information. equipment or d:un developed or obtained by Operator 
u1 conncc:tion wit11 drillit1a or completion orwcUs pursuout to this Operating Agreement or that tl1e tcm11 ort11is Opcm1UI; AgrC\:ment itself, should be m.iin1oined 
confidential ('"Confidential lnfomllltion"), each ofOpcmtor and Non-Operator shall use tl.c same me.1111 l11cy use lo protect I.heir 0\\11 confidential, proprietary 
information 10 protect lhe confidentiality of t.l.c Confidential Jnfom1otion. 

West Ese,m.cln Unit Opcrnlinc Agrccmcut -1 9-
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N. Pro,·jsjgo IP AddrcS& Ket:pi,w Interest CQOSLQnl wilhin Drilling Unit 
UNLEASED TRACTS. If during: lite Term of this o~ccmcut there exist any wtlcnscd tracl(s) located within the Unit Arca. which Operator deems suitable for 
inclusion in 11 Drilling Unil. Operator is hereby authorized LO enter into on oil and~ lcnsc, co\'cring; such unlc.iscd tracl(s) and the rcnsonablc costs and expenses 
associated wit11 any such lc.isc(s) t;:ikcn wld.crthis provision, shnll be jointly shared and billed puma,mt to Article V.O. (2) oftbc hgrccmcnL Once such lcasc:(s) 
i.s acquired under this pro\'ision, Opcnuor 1hall ass1~1 to c.ich Conscntina P.my ils proportionate share of such lease bnscd upon 1.hc intcrcslS set forth on E.xhibit 
A(4) and such lract(s) shall be oddcd to the Dnllina Unit In the C\'Cnt that a Consenting Party foils lo JNIY its proportionate share or such lease costs wit11in ninety 
(90) da)'1 of the date or its 1Wcipt of:m im·oicc for such costs, then such Consenlina Party', intcresl in such lease shall be forfeited as 10 :n~h Consenting Party 
and lhc amount of inten:st shall bQ di\'idcd l>ctw~n and paid for by tho rcmaini.na Consenting Parties. In such c,·ent, Exhibit "A .. to tltis aarccmcnt shall be 
amended to reflect such ch.1nac in interest. 

o. Rislu en Noo-Onemtor to omnml well inrorm01i9n 
Operator understand, and a~ccs that any partyconscntini; lO t11c dr1ll111a ora well W1dcr U1is aarccmcnt lw full rii:}lts to any and all well infommtion iµmcd in 
lhc drillin'9 completing. tcstinu, etc. Furthcm1orc, Opcnuor undcrsumds and a~ccs that the Non.Opcnuors an: entitled to this infomu1t1on immediately (or as 
soon as practitllll)' possible) upon n:quest 

P. Rccocding o(Aj1[££0JCUI 
l11e Parti~ lu:relO aaree that this agreement shall not be filed of record in an)' County, Suite. Federal or other venue. but irutcnd. that the Recording Supplcm nt 
and Finmx:ing St:itement, Fom1 610RS, .2tt.1chcd hereto m Exhibit "H", 1hall be recorded in the Counlyofthc Unit Arc:a. Notw1thst11ndmi;-the forci;oing. a Party 
may file thil ourccment in lhe c,·ent that.it is related 10 a pcndini; lawsuit or other .2dmi11istratfrc procedure, or ns required by law. 

West E.sc.:m1da Unit Opcrnting Agreement -20-
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IN WITNESS WHEREOF, subject to the provisions of Article XV!(A), this Agreement shall be et1i.-ctivc upon approval by 
U1e Ilureau of Land Management and U1e federal Indian Minerals Ollice, but shall be deemed to have been executed by all 
Parties as oftl,is 15"' day of July, 2015 ("Execution Date"). 

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

Articles J n. m IY Y YI YU ym X Xlll XIV and XV have been made to the form. 
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West Escn\'ocL, Unit Opcrntmg AgrccmCJll 

Type or print name 

Tille _________________ _ 

Date _________________ _ 

Tax ID or S.S. No. ___________ _ 

NON-OPERATORS 

By-------------------

Type or print name 

Tille 

Date 

Tax ID or S.S. No. ____________ _ 

By--------------------

Type or print name 

Title _ ________________ _ 

Dale _________________ _ 

Tax ID or S.S. No. ____________ _ 

By-------------------

Type or print 11.unc 
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Title ______________ __ _ 

Date ________________ _ 

Tax ID or S.S. No. _____ _____ _ _ 

By-------------------

Type or print name 

Title _ ____________ _ __ _ 

Date ________________ _ 

Tax ID or S.S. No. _ __________ _ 
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ACKNOWLEDGMENTS 

2 Note: The following forms of acknowledgment arc the shmt limns approved by the Uniform Law on Notarial Acts. 

The validity and effect of these forms in any slate will depend upon the statutes of tl1a1 slate. 

Individual acknowledgment: 

6 Stale of ___ ,_----
,· 

) ss. 

8 Cow11y of _____ _ 

9 This instrument was acknowledged before me on 

10 _ _________ ______ ____ by ___________________ _ 

II 

12 (Seal, if any) 

13 Title (and Rank) _____________ _ 

14 My commission expi res: ____ ______ _ 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

Acknowledgment in representative capacity: 

State of Colorado 

) ss. 

City and County of Denver) 

This instrwncnt was acknowledged before me on 

by Alex B. Campbell as Vice President of Endurinl! Resources LLC. 

(Seal, if any) 

COURTNEY CHRISTINE SQUIRE 
NOTARY PUBLIC 

STATE OF COLORADO 
NOTARY ID 20174040656 

MY COMMISSION EXPIRES 09/29/2021 

Stale of ______ _, 

) ss. 

County of _ ____ _ 

ll1is instrument was acknowledged before me on 

~~~ 
Title (and Rank) ~OJ'\t ~'-40\ \(.. 
My commission expires: q {Q"( f '2,02,.\ 

____________________ by _____ _ _____________ as 

_ ___ __ of 

(Seal, if any) 

Title (and Rank) _____________ _ 

My conunissiou expires: __________ _ 

West Eiicarnda Unit Operating Agrccmcul - 23 -



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

State of 

2 ) ss. 

!l~ 
County of 

·n1is instrwncnt was acknowledged before me on 

l 
I by as 

6 of 

7 (Seal, if any) 

ll/ 
Title (and Rank) 

9 My conunission expires: I 

I 10 

State of 
II 

12 
) ss. 

13 
County of 

14 
'l11is instrument was acknowledged before me on 

15 
by as 

of 
16 

17 
(Seal, if any) 

18 
Title (and Rank) 

19 
My commission expires: 

20 
Stale of 

21 
) ss. 

22 
Cowlly of 

23 
111is instrument was acknowledged before me on 

24 
by as 

25 
of 

26 
(Seal, if any) 

27 
Title (and Rank) 

28 
My commission expires: 

29 

30 

31 

32 

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 1st 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 1 

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 TIDS 
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 Tem1: 
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 1 7, 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 1 7, 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 ofBE-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 ofBLE-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: 

10. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Tem1: 
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 ofHAH-PAH 
WPX Energy Production, LLC 
Township 22 North, 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-PI-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: 

Primary Term: 
Royalty: 

15. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Term: 
Royalty: 

16. Lease Number: 
Effective Date: 
Lessor: 
Lessee: 
Description: 

Primary Tenn: 
Royalty: 

1 7. 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 North, 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 
WPX Energy Production, 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-1419-1995 
December 10, 2014 
Bureau of Indian Affairs 
WPX Energy Production, 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 
WPX Energy Production, 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 
WPX Energy Production, LLC 
Township 22 North, 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 
WPX Energy Production, LLC 
Township 22 North, 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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SAN JUAN COUNTY I 
I 
I 

PERCENTAGE 

SANDOVAL COUNTY 

EXHIBIT "A" 

FEDERAL LANDS 

ALLOTTED LANDS 

TOTALS 

ACREAGE 

320.00 

2,566.42 

11 .09% 

88.91% WEST ESCAVADA UNIT AREA 
2,886.42 

•PENDING ASSIGNMENT FROM WPX ENERGY PRODUCTION, LLC 
INTO ENDURING RESOURCES IV, LLC 

- • - I - UNIT OUTLINE G) TRACT NUMBER 

1/2 0 

Scale in Miles 

NOTE: UNLESS OTHERWISE NOTED HEREIN THE SECTIONS 
ON THIS PLAT CONTAIN 640.00 ACRES 

100.00% SAN JUAN AND SANDOVAL COUNTIES, NEW MEXICO 

ENDURING RESOURCES, LLC 
DENVER, COLORADO 

5-30-2018 



TRACT 
NO. 

DESCRIPTION 
OF LAND 

FEDERAL LANDS 

T22N-R7W N.M.P.M. 
Sec. 7: SE/4 

2 T22N-R8W N.M.P.M. 
Sec. 12: SW/4 

2 FEDERAL TRACTS 

EXHIBIT "B" 
SCHEDULE SHOWING THE PERCENTAGE AND KIND OF OWNERSHIP OF OIL AND GAS INTERESTS 

WEST ESCAVADA UNIT AREA 
SAN JUAN and SANDOVAL COUNTIES, NEW MEXICO 

Ownership reflected herein covers those fonnations lying below the stratigraphic equivalent of the top of the Mancos Fonnation at a depth of3,858 feet down to the stratigraphic equivalent of the base of the Greenhorn Formation 

at a depth of 5.695 feet as encountered in the Fulton I well in Section 31, Township 23 North, Range 7 West, N.M .P.M. AP! 30-043-05164 

NUMBER SERIAL NUMBER 
OF & EXPIRATION 

ACRES DATE OF LEASE 

160.00 NMNM-136657 U.S.A. 
(12.5% royalty) 

Effective 
7-1-68 

HBP 

160.00 NMNM-117143 U.S.A. 

BASIC ROYALTY 
AND 

PERCENTAGE 

(12.5% royalty) 
Effective 
12-1-16 

HBP 

TOTALING 320.00 ACRES 

100.00% 

100.00% 

LESSEE OF RECORD 
AND 

PERCENTAGE 

WPX Energy Production , LLC* 
Moon Royalty, LLC 
Cat Spring Properties, LLC 
TOTAL 

71.8750% 
14.0625% 
14.0625% 

100.0000% 
•Pending assignment into Enduring Resources IV, LLC 

WPX Energy Production, LLC* 100.0000% 

'Pending assignment into Enduring Resources IV, LLC 

OVERRIDING ROYAL TY 
AND 

PERCENTAGE 

Jack Harris and Ann 3.0000% 
Lee Harris, husband 

and wife 
R.L. Kiggins, husband 3.0000% 

and wife 
Kochergen Enterprises 3.0000% 

Family Limited Partnership 
O'Connell Partners, L.P. 0.1142% 

Black Stone Minerals 1.0960% 
Company, LP. 

Black Stone Natural 0.4823% 
Resources 11 , L.P. 

Black Stone Natural 0.3070% 
Resources 11-B, L.P. 

TOTAL 10.9995% 

None 

4-19-2018 
WORKING INTEREST 

AND 
PERCENTAGE 

Enduring Resources IV, LLC 
WPX Energy Production, LLC' 
Cat Spring Properties, LLC 
TOTAL 

39 .3750% 
46 .5625% 
14.0625% 

100.0000% 

WPX Energy Production, LLC" 100.0000000% 



TRACT 
NO. 

DESCRIPTION 
OF LAND 

ALLOTTED LANDS 

3 T22N-R7W N.M.P.M. 
Sec. 17: SW/4 
791-160 

4 T22N-R7W N.M.P.M. 

5 

6 

7 

Sec. 18: SE/4 
791-156 

T22N-R7W N.M.P.M. 
Sec. 17: NE/4 
791-157 

T22N-R7W N.M.P.M. 
Sec. 17: NW/4 
791-161 

T22N-R7W N.M.P.M. 
Sec. 8: SW/4 
791-162 

NUMBER SER~LNUMBER 
OF & EXPIRATION 

ACRES DATE OF LEASE 

160.00 NOOC-1 420-5382 

Effective 

8-23-1974 

Expires 
HBP 

160.00 NO-G-1311 -1801 

Effective 
11 -1 5-13 

Expires 
11-14-18 

160.00 NO-G-1311-1802 

Effective 
11-15-13 

Expires 
11-14-18 

160.00 NO-G-1311-1804 

Effective 
11-13-13 

Expires 
11-12-18 

160.00 NO-G-1311-1805 

Effective 
11-16-13 

Expires 
11-15-18 

BASIC ROYALTY 
AND 

PERCENTAGE 

Heirs of UP-Pl-HA 
( 16.667% royalty} 

Heirs of BLE-SKLEN-BEGA 
(16 .67% royalty) 

Heirs of HAH-PAH 
(16.67% royalty) 

Heirs of NAH-DES-GOOD 
(16.67% royalty) 

Heirs of NAH-TAL-SE 
(16.67% royalty) 

100.00% 

100.00% 

100.00% 

100.00% 

100.00% 

LESSEE OF RECORD 
AND 

PERCENTAGE 

WPX Energy Production , LLC* 100.0000% 

'Pending assignment into Enduring Resources IV, LLC 

WPX Energy Production, LLC* 100.0000% 

'Pending assignment into Enduring Resources IV. LLC 

WPX Energy Production , LLC* 100.0000% 

'Pending assignment into Enduring Resources IV, LLC 

WPX Energy Production , LLC* 100.0000% 

'Pending assignment into Enduring Resources IV, LLC 

WPX Energy Production, LLC* 100.0000% 

'Pending assignment into Enduring Resources IV, LLC 

OVERRIDING ROYAL TY 
AND 

PERCENTAGE 

None 

WORKING INTEREST 
AND 

PERCENTAGE 

WPX Energy Production, LLC' 

SHIKIS, LLC. 3.3330% WPX Energy Production, LLC' 

SHIKIS , LLC. 3.3330% WPX Energy Production, LLC' 

SHIKIS, LLC. 3.3330% WPX Energy Production, LLC' 

SHIKIS , LLC. 3.3330% WPX Energy Production, LLC' 

100.0000% 

100.0000% 

100.0000% 

100.0000% 

100.0000% 



NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYAL TY WORKING INTEREST 

TRACT DESCRIPTION OF & EXPIRATION AND AND AND AND 
NO. OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE 

8 T22N-R7W N.M.P.M. 160.00 NO-G-131 1-1806 Heirs of BITS-ER-KU WPX Energy Production , LLC* 100.0000% SHIKIS , LLC. 3.3330% WPX Energy Production, LLC' 100.0000% 

Sec. 8: SE/4 (16.67% royalty) 100.00% 
791-163 Effective 'Pending assignment into Enduring Resources IV, LLC 

11-16-13 

Expires 
11 -15-18 

9 T22N-R7W N.M.P.M. 160.00 NO-G-1312-1803 Heirs of NAH-TAH-SOSA WPX Energy Production , LLC' 100.0000% SHIKIS, LLC. 3.3330% WPX Energy Production, LLC' 100.0000% 

Sec. 18: NE/4 (16 .67% roya lty) 100.00% 
791 -159 Effective 'Pending assignment into Enduring Resources IV, LLC 

12-10-2013 

Expires 
12-9-18 

10 T22N-R7W N.M.P.M. 160.00 NO-G-1312-1807 Heirs of UP-Pl-HA WPX Energy Production , LLC' 100.0000% SHIKIS, LLC. 3.3330% WPX Energy Production, LLC' 100.0000% 

Sec. 17: SE/4 (16 .67% royalty) 100.00% 
791-164 Effective 'Pending assignment into Enduring Resources IV, LLC 

12-10-13 

Expires 
12-9-18 

11 T22N-R7W N.M.P.M. 162.16 NO-G-131 2-1817 Heirs ofWIL-YON-BEGA WPX Energy Production , LLC* 100.0000% SHIKIS , LLC. 3.3330% WPX Energy Production, LLC' 100.0000% 
Sec. 18: Lots 1, 2 , E/2 NW/4 (16 .67% royalty) 100.00% 
791-177 Effective 'Pending assignment into Enduring Resources IV, LLC 

12-17-13 

Expires 
12-16-18 

12 T22N-R7W N.M.P.M. 161 .94 NO-G-1312-1 818 Heirs ofTA-BE-MA WPX Energy Production, LLC* 100.0000% SHIKIS , LLC. 3.3330% WPX Energy Production, LLC* 100.0000% 
Sec. 7: Lots 3, 4, E/2 SW/4 (16.67% royalty) 100.00% 
791-178 Effective 'Pending assignment into Enduring Resources IV, LLC 

12-17-13 

Expires 
12-16-18 

13 T22N-R7W N.M.P.M. 162.32 NO-G-1312-1819 Heirs of BE-KIS-HO-LONEY WPX Energy Production, LLC' 100.0000% SHIKIS , LLC. 3.3330% WPX Energy Production, LLC' 100.0000% 
Sec. 18: Lots 3, 4 , E/2 SW/4 (16 .67% royalty) 100.00% 
791-181 Effective 'Pending assignment into Enduring Resources IV, LLC 

12-18-13 

Expires 
12-17-18 



NUMBER SERIAL NUMBER BASIC ROYALTY LESSEE OF RECORD OVERRIDING ROYALTY WORKING INTEREST 

TRACT DESCRIPTION OF & EXPIRATION AND AND AND AND 

NO. OF LAND ACRES DATE OF LEASE PERCENTAGE PERCENTAGE PERCENTAGE PERCENTAGE 

14 T22N-R8W N.M.P.M. 160.00 NO-G-1403-1937 Heirs of PAH WPX Energy Production, LLC* 100.00000% SHIKIS , LLC. 3.3300% WPX Energy Production, LLC* 100.00000% 

Section 13: SW/4 (16 .667% royalty) 100.00% 
791 -186 Effective *Pending assignment into Enduring Resources IV, LLC 

3-18-14 

Expires 
3-17-19 

15 T22N-R8W N.M.P.M. 160.00 NO-G-1419-1984 Heirs ofTEA/LENA VERLADE SANDOVAL WPX Energy Production , LLC' 100.00000% SHIKIS, LLC. 2.00% WPX Energy Production, LLC• 100.00000% 

Section 12: SE/4 (20.00% royalty) 100.00% 
791 -179 Effective *Pending assignment into Enduring Resources IV, LLC 

10-31-14 

Expires 
10-30-19 

16 T22N-R8W N.MP.M. 160.00 NO-G-141 9-1995 Heirs of SOSE WPX Energy Production , LLC' 100.00000% SHIKIS , LLC. 2.00% WPX Energy Production, LLC• 100.00000% 

Section 13: NW/4 (20.00% royalty) 100.00% 
791-187 Effective *Pending assignment into Enduring Resources IV, LLC 

12-10-14 

Expires 
12-9-19 

17 T22N-R8W N.M.P.M. 160.00 NO-G-1419-1997 Heirs of ESNAHHAST AH WPX Energy Production, LLC* 100.00000% SHIKIS, LLC. 2.00% WPX Energy Production, LLC* 100.00000% 

Section 13: NE/4 (20.00% royalty) 100.00% 
791-189 Effective *Pending assignment into Enduring Resources IV, LLC 

12-10-14 

Expires 
12-9-19 

18 T22N-R8W N.M.P.M. 160.00 NO-G-141 9-1998 Heirs of TOG GAH TIS SE WPX Energy Production , LLC* 100.00000% SHIKIS, LLC. 2.00% WPX Energy Production, LLc• 100.00000% 

Section 13: SE/4 (20.00% royalty) 100.00% 
791-190 Effective *Pending assignment into Enduring Resources IV, LLC 

12-10-14 

Expires 
12-9-19 

16 ALLOTTED TRACTS TOTALING 2,566.42 ACRES 

18 TRACTS TOTALING 2,886.42 ACRES IN UNIT AREA 



RATIFICATION AND JOJNDER OF UNIT AGREEMENT 
AND 

UNIT OPERA TING AGREEMENT 

ln consideration of the execution of the_ Unit Agreement for the Development and Operation of the West 
Escavada Unit Area, County of Sandoval, State of New Mexico, dated August 1, 2017, in form approved on behalf of 
the Secretary of the Interior and the Commissioner of Public Lands, and in consideration of the execution or ratification 
by other working interest owners of the contemporary Unit Operating Agreement which relates to said Unit Agreement 
the undersigned hereby expressly ratifies, approves and adopts said Unit Agreement as fully ns though the undersigned 
had executed the original agreement. 

This Ratification and Joinder shall · be ,effective as to the undersigned's interests in any lands and leases, or 
interests therein, and royalties presently held, or which may arise under existing option agreements or other interests in 
unitized substances, covering the lands within the Unit Area in which the undersigned may be found to have an oil and 
gas interest. 

This Ratification and Joinder shall be binding upon the undersigned, his, or her or its heirs, devisees, executors, 
assigns or successors in interest. 

EXECUTED this __ 2_3_rd ______ day of __ M_a~y _____ , 2018. 

CORPORATE/PARTNER/TRUST/LLC ACKNOWLEDGMENT 

STATE OF New Mexico 

COUNTY OF San Juan 

) 
) ss, 

) 

This instrument was ncknowledged before me on this 23rd day of May , 2018 
by Kurt Fagrclius, as Vice President of Dugan Production_C ... or"'"p--. -. -- ___ _._ ____ _ 

WITNESS my hand and official seal. 

My Commission Expires: · ;{' . 

_dulz~ -,.,.,;;;, OrFICIALSEAL 7 ~ L /4'- vL 
,.: : ' i ''.:-,\ CONNIE L. RACZEK I • 

(:,~;~:.:,_); ND1AflY PUflLIC - STATEOF NEW MEXICO / Notary Publ1P 

"~ My commission expHe5 (L/4 z/_w21 ] 

INDIVrDUAL ACKNOWLEDGMENT 

STATE OF ___________ .., 
) ss. 

COUNTY OF ________ ~ 

On this __________ ,day of ___________ , 2018, before me personally 
,app~ared . . , to me known to be the person described in and who executed 
the torcgomg instrument, and acknowledged that (s) he executed the same as his/her free net and deed. 

My Commission Expires: --------- Notary Public 

(SEAL) 

Notary Public 



FINAL EXECUTION VERSION 

RATIFICATION AND JOINDER OF UNIT AGREEMENT 
AND 

UNIT OPERA TING AGREEMENT 

In: consideration of the execution of the Unit Agreement for the Development and Operation of the West Escavada 
Unit Area, Counties of San Juan and Sandoval, State of New Mexico, dated ______ _, in form approved on behalf 
of the Secretary of the Interior, and in consideration of the execution or ratification by other working interest owners of the 
contemporary Unit Operating Agreement which relates to said Unit Agreement, the undersigned hereby expressly ratifies, 
approves and adopts said Unit Agreement, and also said Unit Operating Agreement as fully as though the undersigned had 
executed the original instrument. 

This Ratification and Joinder shall be effective as to the undersigned's interest in any lands and leases, or interests 
therein, and royalties presently held or which may arise under existing option agreements or other interests in unitized 
substances, covering any lands within the Unit Area in which the undersigned may be found to have an oil or gas inttrest. 

This Ratification and Joinder shall be binding upon the undersigi;ie~
0
i~ 

interest. -,v1 
ees,,assignees or successors in 
.L.:.v. \ 

,1) L ).t1/Y 
EXECUTED this 11 day of A.OP, , ~ , II~ r, Manager) 

Tax# 73-1482254 
Phone: 405-236-2700 
Fax: 405-236-27'1 0 

By: ---1E::::,-fm.J.H.1Q,l.l.il~: ---1.c,.r..c.1.·aLJJ!l'1.l.ir.a! rJ,!.@.,;..u.m.uo,1.J,,o.u.•J.1r.,..o'+y~a.!.!:.lty,-.;.~b:..e.-:iz=---

Address _____ M_O_O_N_R_O~Y~A_L_T_Y_L_.L_.C_ . 
P.O. BOX 72 00 70 

OKLAHOMA CITY, OK 73172 oo;zo 

sTATE oF DkhhoYJ"Ot. 
CORPORATE ACKNOWLEDGEMENT 

) 

coUNTY oF Okidom~ ~ ss. 

~ oregoing__ instrwnez was aclmowledged before me by Cs. 'Col I ie_f 
of QQII\ ~,)o?Ja fy~C. ,this /=r, dayof A-pt, I , 20M_. 

WITNESS my hand and official seal. 

My CommitW~RR,~ires: O?-/ 07-/ ZDI ~ · 
~,,,,,~ C BU 1111'~ 
~ ~{\~ .......... '11,h ~ * ~ ••o1A 0 "• V.A:;,,: ~ ~--·~ ,..,,, •••• ? ~ 

i ... ·· ·•., \ 
a f 1osooesso \ E = : i = 
~ \_ EXP. 07/07/2018 J f 
~ tJ>\ ··~~ s 
~ ~-.. ,.. "v .•·~s STA~_f~-r.:~rn!-:~••••~....,, ) 

;,,,,,,. OF O~~~ ) 
COUNTY'f!Jp_u_m_,,,_,,, ____ _,) ss. 

INDIVIDUAL ACKNOWLEDGElvIBNT 

The foregoing instrument was acknowledged before me by ___________________ _ 

this __ day of ____ _, 20_ . 

WITNESS my hand and official seal. 

My Commission Expires: 

Notary Public 



FINAL EXECUTION VERSION 

RATIFICATION AND JO IND ER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

In consideration of the execution of the Unit Agreement for the Development and Operation of the West Escavada 
Unit Area, Counties of San Juan and Sandoval, State ofN ew Mexico, dated ______ _, in form approved on behalf 
of the Secretary 'of the Interior, and in consideration of the execution or ratification by other working interest owners of the 
contemporary Unit Operating Agreement which relates to said Unit Agreement, the undersigned hereby expressly ratifies, 
approves and adopts said Unit Agreement, and also said Unit Operating Agreement as fully as though the undersigned had 
executed the original instrument. 

This Ratification and Joinder shall be effective as to the undersigned's interest in any lands and leases, or interests 
therein, and royalties presently held or which may arise under existing option agreements or other interests in unitized 
substances, covering any lands within the Unit Area in which the undersigned may be found to have an oil or gas inti::rest. 

This Ratification and Joinder shall be binding upon the undersigned, its heirs, devisees, assignees or successors in 
interest. 

EXECUTED this 1)-l- day of Au~(.l:k, 2017. 

By: ~ :{. ~y-/4.,;J 

Address CAT SPRING PROPERTIES LLC 
P.O. BOX450 
SEALY, I EXAS 77474 

CORPORATE ACKNOWLEDGEMENT 

STATE OF _· ---~1 e~i1A_0 __ ) 
COUNTY OF_~A~ \ ....... ,\S~t~"'----~ ss. 

CHERYLL. MELL.t;N I NIN t~resident 
The foregoing instrument was acknowledged before me by ----s7r.....----,---,--,-----, as ________ _ 
of _________ ---,---,-) this1-4 day of tJ u A us+- ) 20_1!1. 

CAT SPRING PROPERTIES LLC rJ 
WITNESS my hand and official seal. 

My Commission Expires: 

,,,~~:"t'(,••,,, CARLA REICHARDT 
# ':.ib;;~t% Notary Public. State· of Texas 
\ .:;.,l~l~] My Commission Expires 

',,::_:,;?,(,~~"$,$ April 02, 2019 

INDIVIDUAL ACKNOWLEDGEMENT 

STATE OF _______ ) 
) ss. 

COUNTY OF ______ _., 

.. .. """' ..... 

Notary Public 

The foregoing instrument was acknowledged before me by ____________________ _ 

this ___ day of _____ , 20_. 

WITNESS my hand and official seal. 

My Commission Expires: 

Notary Public 



RATIFICATION AND JOIN DER OF UNIT AGREEMENT 
AND 

UNIT OPERATING AGREEMENT 

FINAL EXECUTION 
VERSION 

In consideration of the execution of the Unit Agreement for the Development and Operation of the West Escavada Unit Arca, 
Counties of San Juan and Sandoval, State of New Mexico, dated August I, 20 I 7, in fonn approved on behalf of the Secretary of the Interior, and 
in consideration of the execution or ratification by other working interest owners of the contemporary Unit Operating Agreement which relates to 
said Unit Agreement, the undersigned hereby expressly ratifies, approves and adopts said Unit Agreement, and also said Unit Agreement as fully 
as though the undersigned had executed the original instrument. 

This Ratification and Joinder shall be effective as to the undersigned's interest in any lands and leases, or interests therein, and 
royalties presently held or which may arise under existing option agreements or other interests in unitized substances, covering any lands within 
the Unit Area in which the undersigned may be found to have an oil or gas interest. 

This Ratification and Joinder shall be binding upon the undersigned, its heirs, devisees, assignees or successors in interest. 

EXECUTEDthis _ ...... r2_T_ H'-'--_dayof __ f\+-f,__,~ ~ L-~_,20l8. 

Address Enduring Resources IV, LLC 51 I I 6th Street, Suite 700 

Denver CO 80202 

State of Colorado 

County of Denver 

) 

) 
) 

Corporate Acknowledgement 

This foregoing instrument was acknowledged before me by Alex Campbell , as Vice President 
of Enduring Resources IV, LLC , thi s 17th day of April , 20 I 8. 

WITNESS my hand and official seal. 

My commission Expires: 05-10-2021 

TRAVIS WHITHAM 
Notary Public 

State of Colorado 
Notary ID# 20174020100 

My Commission Expires 05-10-2021 

State of _____________ ~ 

County of ____________ ~ 

Individual Acknowledgement 

This foregoing instrument was acknowledged before me by _______________ , as __________ ___ _ 
of _______________ , this _____ day of ______ , 20 ___ . 

WITNESS my hand and official seal. 

My commission Expires: 

Notary Public 



RATIFICATION AN D JOINDER OF UN IT AGREEMENT 
AND 

UN IT OPERATING AGREEMENT 

FINA L EXECUTION 
VERSION 

In consideration of the execution of the Unit Agreement for the Development and Operation of the West Escavada Unit Area, 
Counties o f San Juan and Sandoval, State of New Mexico, dated August I, 20 17, in fo m1 approved on behalfo fthe Secretary of the Interior, and 
in consideration of the execution or ratification by other working interest owners of the contemporary Unit Operating Agreement which relates to 

said Unit Agreement, the unders igned hereby expressly ratifies , approves and adopts sa id Unit Agreement, and also said Uni t Agreement as full y 
as though the undersigned had executed the original instmment. 

This Ratifi cati on and Joinder shall be effecti ve as to the undersigned 's interest in any lands and leases, or interes ts therein , and 
roya lties presently held or which may arise under existing opti on agreements or other interests in unitized substances, covering any lands within 
the Unit Area in

0 
which the undersigned may be fo und to have an oil or gas interest. 

' 
This Rati fica tion and Joinder shall be binding upon the unders igned, its heirs, devisees, assignees or successors in interest. 

EXECUTED th is 26th day of Apri l, 20 18. 

Address: Enduring Resources, LLC 

5 1 I 16th St. , Ste. 700, Denver, CO 80202 

Corporate Acknowledgement 

State of _____________ ~ 

County of ____________ _ 

This forego ing instnnnent was acknowledged before me by _______________ , as _____________ _ 
of _______________ , th is _ ___ day of ______ , 20 ___ . 

WITNESS my hand and offic ial seal. 

My commission Expires: 

Ind ividua l Acknowledgement 

State of Colorado 

County of Denver 

This foregoing instmment was acknowledged before me by Alex Campbell , as Vice President 
of Enduring Resources, LLC, thi s 26th day of April , 20 18. 

WITNESS my hand and offic ial seal. 

My commission Expires: 05/ 10/202 1 

TRAVIS WHITHAM 
Notary Public 

State of Colorado 
Notary ID# 20174020100 

My Commission Expires 05-10-2021 

Notary Public 

'J~~ 
Notary Public 
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EXHlBIT II C" 
ACCOUNTING PROCEDURE 

JOINT OPERATIONS 

Attached to and made part of that certain Operating Agreement dated the !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, farm out 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 ofa 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 Patties 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 perfonned 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 ofthe 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 prop01tionate 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 
major 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 I.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. 

8 . Except as provided below, each Patty 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 Property, 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 at the time 
payment is made, to the extent such reduction is caused by: 

(I) being billed at an incorrect working interest or Patticipating 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 Patties 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 propetty in which the Non-Operator no longer owns a working interest, 
provided the Non-Operator has furnished the Operator a copy ofthe recorded assignment or letter 
in-lieu. Notwithstanding the foregoing, the Non-Operator shall remain responsible for paying 
biIIs 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 

(4) charges outside the adjustment period, as provided in Section I.4 (Acijustments). 
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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 report, 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 Interest adjustment. 

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 I.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 I.5 .8 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 I.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 wi II 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 I.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 -Forfeiture Penalties) 
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 (I) 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 (I) year following receipt of the 
audit report or receipt of the last substantive response of the 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 BYP ARTffiS 

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 of the 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 rental s 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 MFI-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 11.6 (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 the Joint Property if such charges 
are excluded from the overhead rates in Section ill (Overhead). 

Charges for the Operator's employees identified in Section Il.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 pursuantto this Section 11.2, 

unless otherwise approved by the Parties pursuant to Section I. 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 11.2.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 TI.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 I.6.A 

(General Matters) . 

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 properties 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 Under 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 COP AS. 

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 property, 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 Railway 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 Il.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 OPERA TOR 

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 requmng 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 . lf 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 f.6 .. A (Genera/Matters) . 

B. For an Affiliate's goods and /or services used in operations not requiring 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 Matter~), 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 II.12 (Communications). 
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If the Parties fa il to designate an amount in Sections II.7 .A or II.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. If the 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 necessaiy for the repair or replacement of Joint Property resulting from damages 

or losses incurred, except to the extent such damages or losses result from a Party's or Parties' gross 
negligence or willful misconduct, in which case such Party or Parties shall be solely liable. 

The Operator shall furnish the Non-Operator written noti.ce of damages or losses incurred as soon as 
practicable after a report has been received by the Operator. 

9. LEGALEXPENSE 

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 outside attorneys, including fees and expenses, are not chargeable unless approved by the Parties 

pursuant to Section T.6.A (General Matters) or otherwise provided for in the Agreement. 

Notwithstandingthe foregoing paragraph, costs for procuring abstracts, fees paid to outside attorneys 

and/oroutside consultants for title examinations (includingpreliminary, 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 production 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. 

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 Parties pursuant to Section I.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. If the Non-Operator is not pem1 itted 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. 

l l. INSURANCE 

Net premiums paid for insurance required to be carried for Joint Operations for the protection of the 
Parties. JfJointOperations 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 
jurisdictiongovemingtheJointProperty. Inthecaseofoffshoreoperationsinfederalwaters,themanual 
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 Jl.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. Alloilier 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 ofthe Joint Property, including costs required by lease 

agreements or by Laws. 

15. OTHER EXPENDITURES 

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 Property 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 
m. 

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 II. I 3, III.1.A(ii), and 

III. 2, Option B) 
• invento1y 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 II.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 II(Direct Charges) and not covered 
by other provisions of this Section IH, the Operator shall charge on either: 

X (Alternative 1) Fixed Rate Basis, Section TH.LB. 

D (Alternative 2) Percentage Basis, Section III.I .C. 

A. Technical Services 

(i) Except as otherwise provided in Section 11.13 (Ecological Environmental, and Safety) and 
Section III.2 ( Overhead - Major Construction and Catastrophe), or by approval of the Parties 
pursuant to Section I.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~ to the Joint Account 

D (Alternative 2 - Overhead) shall be covered by the overhead rates. 

(ii) Except as otherwise provided in Section II.13 (Ecological, Environmental, and Safety) and 
Section IIJ.2 (Overhead - Major Construction and Catastrophe), or by approval of the Parties 
pursuant to Section I.6.A (General Matters), 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. 

• (Alternative 2 - All Direct) shall be charged djrect to the Joint Account. 

D (Alternative 3 - Drilling Direct) shall be charged~ to the Joint Account, ~ 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 III.2 (Overhead - Major Construction and Catastrophe) shall be covered by the 
overhead rates . 

Notwithstanding anything to the contrary in this Section III, Technical Services provided by Operator's 
Affiliates are subject to limitations set forth in Section Il. 7 (Affiliates). Charges for Technical personnel 
performing non-technical work shall not be governed by this Section III. l.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 
formation ~ and from the base of the Mancos Shale formation to all deeper depths 
$15 .000 (prorated for less than a full month) 
Horizontal Drilling Well Rate per month $10.000 (prorated for less than a full month) 

Horizontal Producing Well Rate per month $ LQQQ, 

(2) Application of Overhead-Drilling Well Rate shall be as follows : 

(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 ofworkover, 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 
calendar days. 

(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 HJ.I ;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 ofoverproduction 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 III.I .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-47 ("Adjustment of Overhead Rates"). 

C. Overhead-Percentage Basis 

ill Operator shall charge the Joint Account at the follo\1,ing rates: 

~ (;t111111iQpmentRate Percent ( %) of the cost of development ofthe 
Joint Property, eiwlusive of costs provided under Section B 11.9 (Legal &fJe11s-e) and all 
Material salvage credits. 

~ QporatingRate Percent ( %) of the cost of operating tbe Joint 
Property, exelusi•ve of costs pro•vided under Sections TU (Renlals a11d Rey'clhies) and ll.9 
(Lege1! &pense); all Material salvage credits; the vah:1e of substances purchased fur en:hanced 

Page 12ofl9 



reeo-.·ery; all property and. ad. valorem tai{es, and. any other tru{CS and. assessments that are 
levied, assessed, and paid upon the mineral interest in and to the Joint Property. 

~ A pplicatien ofO\·erhead Percentage Basis shall be asfollo·ws: 

£ru The Development Rate shall be applied to all costs in eonooetion with: 

ill Drilling, redrilling, sidetracking, or deepening ofa well; 
llil a v,·ell undergoing plugbaek, or workover operations for a period of five (5) or more 

eonseeutive work days 
fiii] preliminary ei{penditure necessary in preparation for drilling 
[iv] expenditures incurred in abandoning when the well is not completed as a producer 
["] eoostrnetioo or iostallation oUiued assets the eypaosioo of fiyed assets an<l any other 

pr0jeet clearly discernible as a fixed . asset, other than Major Construction or Catastrophe 
as defined in Section III.2 ((he,·head },fe_/or Co11struetio11 a,1d Cataslf·Of)hc). 

ffl-t-+he Operating Rate shall be applied to all other costs in eonneetion with Joint Operations, 
except those subject to Section IH.2 (0·1erheadMa_/or Co11st-ruetio11 and CatastrOf}he) . 

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 to 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$100,000 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 Prope1ty, 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 $100,000; plus 

(2) _ 4_% of total costs in excess of$100,000 but less than $1,000,000;plus 

(3) _2_% oftotal 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 if such costs are less than $100,000; plus 

(2) _2_% of total costs in excess of$100,000 but less than $1,000,000; plus 

(3) _2_% oftotal costs in excess of$ l ,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 
Il.2 (Labor), ll.5 (Services), or II.7 (Affiliates), the provisions of this Section Ill.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 Patty 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 Prope1ty 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 Propetty 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 Prope1ty 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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(I) 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) Foroilcountry tubulars and line pipe, the published price shall be based upon eastern mill 

carload base prices (Houston, Texas, for special end:)adjustedas of date of movement, plus 

transportation cost as defined in Section JV.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 Prope1ty 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 Paities for Material being transferred to the Joint Property, 
and by the Pa1ties 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). lfnot 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 MF ls 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.B.(l) 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 transpmtation 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 transpo1tation costs are subject to 

Equalized Freight as provided in Section 11.4 (Fransportation) of this Accounting Procedure. 

C. TAXES 

Sales and use taxes shall be added to the Material transfer price using either the method contained 
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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 detem1ined in Sections N.2A (Pricing) , N.2.B 

(Freight), and N.2.C (Taxes) . Material transferred from the Joint Property 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 JointAccountthrough a direct purchase wi II 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 property. 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 Property, 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 lV.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 ofreconditioning, 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 Matters). 
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(5) Condition "E" -Junk shall be priced at prevailing scrap value prices. 

E. OTHER PRICING PROVISIONS 

(1) 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 forth 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 

N2 (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 (Tramfers) or Section IV.3 (Disposition of 

Surplus), asapplicable . 

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 orjunk 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%) 

ofl<.-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 (l2) 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 Pruties 

pursuant to Section l6.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 transp01tation costs and Personal Expenses for the inventory team. 

C. Reasonable charges for repo1t preparation and distribution to the Non-Operators. 

2. NON-DIRECTED INVENTORIES 

A. OPERATOR 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.B (Non-Operator Inventories), shall be chru·ged 

to the Patty 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.l 
(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 REQUIREMENTS 

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 elect to 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. Fmther, Operator shall require all third party contractors 
performing work in or on the premises included in the Contract Area to carry insurance in such fonn 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 Ljabjljtv wjth 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 ce1tain other related costs including seepage and pollution cleanup with a limit of 
$10,000,000 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. 

(ct) Automobj}e Ljabjljty 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 paity shall at all times while this agreement is in effect 
carry, or cause to be caiTied, the following insurances listed in SCHEDULE B below insuring their 
percentage of fractional interest in this agreement as described in Exhibit "A". 

SCHEDULER 

(a) Commercial General Liability insurance with a combined single limit of$10,000,000 (for 100% 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 TOWPX 
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 WELUOPERATOR'S EXTRA EXPENSE POLICIES AND 
NON-OPERATOR MAY BE BILLED THEIR PROPORTIONATE SHARE OF THE 
PREMIUM. 

Non-Operator 

113, "Y: ----------------

Print Name: 

Title: 

Date Signed: ___________ _ 



EXHIBIT "E" 

Attached to and made part of that certain Operating Agreement dated the~day of August,2017 
by and between Enduring Resources, LLC, Operator, and the Signatory Parties 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. Accountirn~: 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 po1tion 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 wi II 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 
proportion 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 Patty has taken at least one hundred percent (100%) 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 Pa1ty or Parties 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 Party from 
the Contract Area. For the purpose of implementing the cash settlement provision of this section, 
an Overproduced pa1ty will not be considered to have produced any of an Under-produced party's 
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share of Gas until the Overproduced Patty 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 Party's to an Under-produced Party's royalty owner(s), to the extent said 
payments amounted to a discharge of said Under-produced Pa1ty'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 Patty 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 Patty 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 Pa1ty the right, from time to time, to produce 
and take or deliver to its purchaser an entire well stream, if necessary, for a deliverability test not 
to exceed seventy-two (72) hours duration required under such Party's gas sales contract. 

l l. Norn inations 

Each Patty shall, on a monthly basis, give Operator sufficient time and data either to 
nominate such Patty's respective share of gas to the transporting pipeline(s) or, if Operator is not 
nominating such Patty's gas, to inform Operator of the manner in which to dispatch such Pa1ty's 
gas. Operator will use its best effo1ts 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 orto have engaged in willful 
misconduct. 

12. Payment ofRoya)tjes: Indemnity for Royalty Settlements 

Unless otherwise provided in the Operating Agreement (or otherwise required in lease 
agreements), each Pa1ty shall pay or cause to be paid all royalty due with respect to royalty owners 
to whom it is accountable as if such Patty were taking its full share of current production, and only 
its full share of current production. Each Party agrees to indemnify and hold each and every other 
Pa1ty harmless from any and all claims for royalty payments asserted by royalty owners to whom 
each inde=ifying Patty is accountable. The term "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. Assi~nment and Rights Upon Assignment 

Notwithstanding anything in this Agreement or in the Operating Agreement to the contrary, 
if any Pa1ty 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 Pa1ty, the assignment 
or other act of transfer shall, insofar as the Patties hereto are concerned, include all interest of the 
assigning or transferring Pa1ty 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 Patties hereto shall 
thereafter treat the assignment accordingly, and the assigning or transferring Patty 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 pait of that certain Operating Agreement dated the 1st day of August, 2017 
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)m which are hereby included in this Agreement as fully as if copied herein, pursuant to 41 
C.F.R §60-741.20, .22. 

INDIAN EMPLOYMENT. 
(a) In connection with the performance of work under this agreement, the Unit Operator agrees 
to comply with the provisions of Section 202 (1) to (7) inclusive of Executive Order 11246 (30 
F.R. 12319), as amended, which are hereby incorporated by reference in this agreement. 

However, the Unit Operator shall comply with the terms and conditions of the Indian leases 
while engaged in operations hereunder with respect to the employment of available, qualified 
Indian labor. Unit Operator shall employee Indian labor in all positions for which they are 
qualified, including oil field service contracts, and shall protect the Indian grazing right and other 
Indian rights to the surface of the lands. 

(b) Operator shall include the provisions of subparagraph ( a) above in every subcontract or 
purchase order so that each provision will be binding upon each subcontractor or vendor. 
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EXHIBIT "H" 

Attached to and made part of that certain Operating Agreement dated the_l:'._day of August, 2017 
by and between Enduring Resources, LLC, Operator, and the Signatory Parties thereto, Non- Operators. 

MODEL FORM RECORDING SUPPLEMENT TO 
QPERAIJNG AGREEMENT ANQ EJNANQNG STATEMENT 

THIS AGREEMENT, entered into by and between Endurjng Resources I ,LC. hereinafter referred toas"Operator," and thesignatory party or 
parties other than Operator, hereinafter referred 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 [nterests 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 ofa party are not of 
record, the record owner and the party hereto that owns the interest or rights therein are reflected on Exhibit "A"; 

'WHEREAS, the parties hereto have executed an Operating Agreement dated August I" 20 I 7 (hereinthe"OperatingAgreement"), coveringtl1e 
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 of impartirl 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 of the mutual rights and obligations of the parties hereto, it is agreed as follows : 

I. 111 is agrcementsupplemcnts the Opera ti ngAgreement, which Agreement in itsentircty is incorporated herein by reference, and al I terms used 
here in shall have the meaning ascribed to them in the Operating Agreement 

2. The parties do hereby agree that: 

A. ll1eOil and Gas Leasesand/orOilandGas Interests ofthepartiescomprising the Contract Area shall besubjeettoand 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 Area 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 liabili ties 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 of the record 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 intheOperatingAgreement provided nothingcontained 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 interest or other burden payableoutofproduction hereafter created, assignments 
of production given security for the payment of money and those overriding royalties, production payments and other burdens payable 
out of production heretofore created anddefinedas Subsequently Created Interests intheOpcratingAgreementshall (i) borne solely by 
the party whose interest is burdened therewith, (ii)subjccttosuspcnsion ifa party is required to assign or relinquish to another party an 
interest which issubjccttosuch burden, and (iii)subject to the lien and security interest hereinafter provided ifthepartysubject 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 or the parties hereto, and their 
respective heirs, dcvisccs, legal representatives, and assigns, and thetenns hereof shall be deemed to run with the leases or interests 
included within the lease Contract Area. 

l-1 . l11e parties shall have the right 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. 111c rights and obligations of the parties and the adjustment of interests among them in the event ofa failure or loss of title, each party's 
right to propose operations, obi igations with rcspectto participation in operations on the Contract Area and the consequences ofa failure 
to participate i. "I operations, the rights and obligations of the parties regarding the marketing of production, and the rights and remedies 
of the parties for failure to comply with financial obligations shall beas provided in the Operating Agreement. 

J. Each party's L" I tcrcst 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 of the 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 ofthe Operating Agreement. 

3. ll1e parties hereby grant reciprocal liens and securi ty interest as follows : 

A Each party grants to the other parties hereto a lien upon any interest it nowownsor 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 ot 
hereafter acquires in the personal property and fixtures on or used or obtained for use in connection therewith, to secure performance of 
all of iE obi igations under this agreement and the Operating Agreement including but not limited to payment of expense, interest and 
fees, 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 underthisagrccment 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,and royalty and overriding royalty interests in the Contract.Area now 
owned or hereafter acquired and in lands pooled and unitized therewith or otherwise becoming subject ,o 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 of the foregoing. 

13. 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 party. 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, or otherwise, shall be deemed to have taken subjecttothelien 
and security interest granted by the Operating Agreement and this instrument as to all obi igations 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 state in which the Contract Area is 
situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. l11e bringing of a suit and the 
obtaining of judgment by a party for the secured indebtedness shall not be deemed an election of remedies orotherwise affoct the I icn 
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 fees, or upon the improper use offunds 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 againstthe 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. lfany party fails to pay its share of expenses within one hundred twenty (120) days after rendition ofastatement therefor by Operator 
the non-defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the proportion thatthe interest 
ofeach such party bears to the interest ofall such parties. The amount paid by each party 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 party docs not perform 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, thedefaultingparty waives any available right ofredemption from and after the date of judgment, any 
required valuation orappraisemcntofthe mortgaged or secured property priortosale,anyavailable righttostayexecution ortorcquirc a 
marshalling of assets and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable 
law, each party hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted 
hereunder 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' or materialmen's 
lien lawofthestatein which the Contract Area is situated in order to securethepaymenttoOperator ofanysum dueunderthisagrcement 
and Operating Agreement for services performed or material supplied by Operator. 

H. 111c above described security will be financed at the wellhead and the well or wells located on the Contract Area and this Recording 
Supplement may be filed in the land records in the County, or Parish in which the Contract Arca is located, and as a financing statement 
in all recording offices required under the Unifonn Commercial Code or other applicable state statutes to perfect the above-described 
security interest, and any party hereto may file a continuation statement as necessary under the Uniform Commercial Code, or other 
state laws. 

4. This agreement shall be eflective as of the date of the Operating Agreement as above recited. Upon termination of this agreement and the 
Operating Agreement and the satisfaction of all obligations thereunder, Operator is authorized to file of record in all necessary recording 
offices a notice oftermination, andeach party hereto agrees to execute such anoticeoftennination as to Operator's interest, upon the request 
ofOperator, ifOperator 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, transfcrorotherdisposition shall be made by any party 
ofany interest in the Leases and Interests subject hereto except as expressly permitted under the Operating Agreement and, if permitted, 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 eftective date of the transfer of ownership; provided, however, that the 
ot I .er parties sh al I not be required to recognize any such sale, encumbrance, transfer orothcrdisposition 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. No assignment orother disposition of interest by a party shall relieve such party ofobligations previously incurred by such party 
underthisagreementortheOperatingAgreement with respect to the 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 ofanysuch obligation. 

6. In the eventofa conflict between the terms and provision ofthis agreement and the terms and provisions oftheOperating Agreement, then, 
as between the parties, the terms and provision of the Operating Agreement shall control. 

7, This 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 are listed on Exhibit"A" as owning an interest in the Contract Arca or which own, in fact, an interest in the Con tract Area. In the event 
that any provision herein is illegal or unenforceable, the remaining provision shall not be affected, and shall be enforced as if the illegal or 
unenforceable provision did not appear herein. 

8. Other provisions. OTHER PROVJSIONS ARE SET FORTI-I IN THE OPERATfNGAGREEMENT. 

IN WITNESS WHEREOF, thisagreemcntshall bceffectiveasofthe_dayof_ , 20_. 
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ATTESTORWITNESS 

A TT EST OR WITNESS 

A TT EST OR WITNESS 

ATTEST OR WITNESS 

OPERATOR 

Typeor print name 

Title: Vjcc Prcsjdcnt 
Date: _________________ _ 

Address: s 11 161
" Street Sujtc 700 Denver co 80'>0" 

NON-OPERA TORS 

By: 

Type or print name 

Tille.:. __________________ _ 

Date: 

Address: _________________ _ 

By: 

Type or Print Name 

Title: _________________ _ 

Date: ___________________ _ 

Address: _________________ _ 

By: 

Type or Print Name 

Ti tle: __________________ _ 

Date: ___________ _ 

Address: _________________ _ 
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ACKNOWLEDGEMENTS 

NOTE: 

The following forms of acknowledgment are the short fom1s approved by the Uniform Law on Notarial Acts. The validity and effect of 
these forms in any state will depend upon the statues of that state. 

Individual Acknowledgment 

State of _______ _., 

§ ss. 

County of ______ ~ 

This instrument was acknowledged before me on __________ _ 

as.~. _________ of ___________________ _ 

(Seal , if any) 

Title(andRank), _____________ _ 

My Commission expires ___________ _ 

Acknowledgment in Representative Capacity 

Statcof ~ 

§ ss. 

City and County of Denver .§ 

This instrument was acknowledged before me on t,.\o..,.,17 , 10\~ by Alex B. Campbell 

as Vjce President of Enduring Resources, LLC. 

(Seal, if any) 

COURTNEY CHRISTINE SQUIRE 
NOTARY PUBLIC 

STATE OF COLORADO 
NOTARY ID 20174040656 

MY COMMISSION EXPIRES 09/29/2021 
State of _______ ~ 

§ ss. 

County of· ________ § 

Title (and Rank),,-=..-"-"..uo"-'lf--',....,u.::c-'-'-',,.__ ____ _ 

My Commission cxpircs,_q_.__,/l--'2...._~.1-1-/2,.,._\"--------

This instrument was acknowledged before me on ______________________ _ 

By __________________________ as ______________ of 

(Seal, if any) 

Titlc(andRank) _____________ _ 

My Commission expires~------------
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