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STATE OF NEW MEXICO
ENERCY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

APPLICATION OF PERCUSSION PETROLEUM

OPERATING, LLC FOR COMPULSORY POOLING,

EDDY COUNTY, NEW MEXICO

CASE NO. 20190
AFFIDAVIT
STATE OF TEXAS )
) ss.

COUNTY OF HARRIS )
Nash Bell. being duly sworn, deposes and states:

l. lara over the age of 18, 1 am a Petroleum Landman for Spur Energy Partners, LLC,
and have personal knowledge of the matters stated herein. T have previously testified before the
Oil Conservation Division (“Division”) and my credentials as an expert petroleumn landman are a
matter of record with the Division.

2 My area of responsibility of Spur Energy Partners, LL.C includes the area of Eddy
County in New Mexica.

3, L am familiar with the application filed by Percussion Perroleum Operating, LLC,
Spur Energy Partners, LLC’s predecessor in interest,

4, lam familiar with the status of the lands that are subject to this application.

5. [ submit the following information pursuant to NMAC 19.15.4.12.A(1) in support
of the above referenced compulsory pooling application.

6. In Case 20190 Applicant seeks an order pooling all mineral interests in the

N. Seven Rivers; Glorieta-Yeso Pool (97565) from a depth of 2,803 to 3,700 feet underlying

the E/2 E/2 of Section 34, Township 19 South, Range 25 East, NMPM, Eddy County, New
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Mexico. Applicant seeks to dedicate the horizontal spacing units described below to the
following well:

Attached hereto as Exhibit 1 is a copy of the C-102 and Tract Map for the foregoing
well.

7. The parties being pooled and the percent of their interests are shown in Exhibit 2
for the respective case. The owners of averriding royalty interests are also identified in Exhibit
2.

8. Spur Energy Partners, LLC, or its predecessor in interest, Percussion Petroleum
Operating, LLC, has conducted a diligent search of the public records in the county where the well
is located and conducted phone directory and computer scarches to locate contact information tor
parties entitled to notification, and mailed all parties well proposals. A copy of Communication
Timeline is attached hereto as Exhibit 3,

9. In my opinion, Spur Energy Partners, LLC, or its predecessor in interest, Percussion
Petroleum Operating, 1.1.C, has made a good faith ¢tTort to obtain voluatary joinder of the working
interest owners in the proposed well,

10.  Exhibit 4 is a copy of proposal letter sent to working interest owners, which were
sent in October 2018 with attachiments, for the proposed wells together with the AFE.

11. Exhibit 5 contains updated Authorization for Expenditure for the proposed well.
The estimated cost of the well set forth therein is fair and reasonable and is comparable to the costs
of other wells of similar depths and length drilled in this area of New Mexico. Spur Energy
Partners, LLC requests overhead and administrative rates of $8,000.00/month for drilling a well
and $800.00/month for a producing well. These rates are fair, and comparable to the rates charged

by other operators for wells of this type in this area of Southeastern, New Mexico.
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Spur Euergy Partners, LLC requests that these rates be adjusted periodically as provided in the
COPAS Accounting Procedure.

(2. Spur Energy Partners, LLC requests the maximum cost plus 200% risk charge be
assessed against non-consenting working interest owners.

13. Spur Energy Partners, LLC requests that it be designated operator of the well.

14, T1attest that the information provided herein is correct and complete to the best of
my knowledge and belief,

15, The granting of this application is in the interests of conservation and the prevention

of waste. Sa 2\
a4

NASH BELL

i
SUBSCRIBED AND SWORN to before me this ?_P:‘day of September, 2020, by NASH
BELL on behalf of SPUR ENERGY PARTNERS. LLC.

,_g ,L/V Qf\u ________
otary Public

My Commission Expires:
(oS T U DO i T

O, DANIEL MORGAN LANDRY, IV
SNl Notary Public, State of Taxas

$ Comm. Expiras 03-11-2022
Notary |D 128178880

——
-
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L *’ State of New Mexico Varm G102
“”"mm P Fnergy, Minerals & Natural Resources Department ﬂ...,,....‘.‘.?.t':?f,‘. :.'ﬂﬁ;r'd ;:JIL
§~|'1 Hgﬁ sA ?i%g I'!w (”i” 55 1480720 OIL CONSERVATION DWISION “Disirfut Offiea
1220 South St. Francis Dr.
"R?"“ ﬁg; %g“w AN Santa Fe, New Mexico 87505 [ AMENDED REPORT
fmn (%5)?’?@9 HH T
WELL LOCATION AND ACREAGE DEDICATION PLAT
AFL Number Poal Code Pgol Name
Prapsrty Code Proparty Nama - ‘Wall Number
LAKEWOOD FEDERAL 20H
OGRID No Opertor Neme — ~ Rlovation
PERCUSSION PETROLEUM OPERATING, LLC 3496'
Surfuee Loqation
UL or o Ne. Sgetion ‘Tawnship Ronge 1ot ldiy 190t from the Narth/Bouth ling Heet from hg Liaat/West line County
P 27 19-8 25-E 392 SOUTH 688 EAST EDDY
Bottom Hole Loeation If Different From Surfice
~ ULorlatNe Segtion Townahip i Lot Idn Fegl trom the North/Boulh ling Feet from the Fast/West ling Counly
P 4 19-8 25-E 20 SOUTH 360 EAST EDRY
129d|eated Agras Jomt or infill Cansoelidallon Cods Order No == )

NO ALLOWADLE WILL AL ASSIONED TO THIS COMPLETION UNTIL ALL INTRRESTS HAVE BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS REAN APPROVED Y THR DIVISION

SCALE: 1"=2000" OPERATOR CERTIFICATION

(AL = 32626001 N

GEODETIC COORDINATES. — GRORETI COORUINATES | e comtits thiat the maation v e e and
MAD 83 NME NAD 27 NME complota ko the best af my knawledgo nd bellf, and
SURFACE LOCATION SURFACE LOCATION that (i ongantestion ofther owns o working inferes! or
Y=801510,1 N Y=591449.2 N unkeased mingm ! (nfecest [ the fand fnaluding the
X=800300,6 € X=489218.0 € Battom hals lacation or has 4 night o drill thia

[AT,=32.626027' N

pitipted
well ut thia kovation purduant (o i contrl with sn awmer

LONG, = 104,486317° W LONG.=104,465788° W | of meh minern! or working intaesl, of (0 4 voluniary

' IRST TAKE POINT FIRST TAKE POINT pastlog agrvaaiont ar a cainpulsary poollg nnfer
J F% ,;JZFN%N NAD 27 NME harwiafire antared hy the diviing,
ya 500806 N Yo 890525, N
X= 5007240 £ = 4505455 £
(AT =32.625503 N LAT #32,62038¢ N
LONG, = 104,468250" W LONG. = 10448731 W | giuniure Pote

CORNER CQORDINATE$ TABLE
NAD 27 NME

A
‘ s A = Y= 5021918 N, X= 4580058 £ Printed Name
| Shq 088 B = Y= 5921855 N, X= 450006,/ £
jERa A
e\ ol Ny X3 Femuil Add
Lo etk | [REEdE T
; B - Y= SHBE041 N, X= 450905, ——
GRID AZ-16029'00" SURVEYOR CERTIFICATION

T RLPT 300 CORNER COORDINATES TAHILE
NAD 83 NME
A = Yo 8022027 N, X= 400784,

HORIZ, DIST =980,
i = Y= 5022444 N, X= Wfﬂﬂéig
9E

T heraby certify that the weil location shown on this plut
wa fiferiied fhoin Aol notes ol wofual survays made by
ma or under my supervision, nad that the same I e
and oneroed o the best of my bollnf,

FERRUA \431,2018

S

G = Y= b90021.8 N, X= 400780
0 = Y= 500014.0 N, X= 501085,
k= Ya 5855076 N, X= 4007580 £
F = Y= 5A5504.8 N, X= 010844 £

LAST TAKE POINT

GRID AZ=179'59'39"

|
]
i r
|
|
|
|

HORIZ. DIST.=8002,1" ™\ P
| ! NAO 83 WM NAD 27 NNE W,
| Yo 548954 N va 0834348 N / & 0% %
r Xe 8007245 € Xn 45954%,9 £ . o
| AT, = 32,610609° N LA 32610498 N I
| LONG. = 104465230 W LONG.=104.464710° W '
[ | BOTIOM HOLE LOCATION  BOTIOM HOLE LOCATION 4
| NAD 83 NE NAD 27 NME . W ??20/8
| o s Corniente Mo !‘;' il o 12641
Ko YT ¢ iplkyaisgnd “Ronald . Lidon 5239

LEPA 60" LA =32,609644' N

LONG. = 104,484708" W

LAT, = 52,609757 N

LONG, = 104.465228" W JWSEC WO, 1811012

ACK RIY (3/26/18
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TRACT PLAT

198 25€
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ORRI Owners

ORRI Owners Net ORRI
William H. Bowen 1.50000%
Drilmor, Inc. 1.12500%
Charles R. Wiggins 0.31250%
Richard H. Coats and his wife, Sigrid M. Coats 0.31250%
Rio Arriba Investments, LLC 0.12500%
Feagan Energy, Inc. 0.12500%
Rockhill Royalty Partners 0.25000%
Teresa Rene Norman and Robert Clay Norman, co-

Trustees of the Elizabeth J. Norman Living Trust 0.75000%
Coquina 73-A Explorartion Program 0.15625%
TOTAL 4,656250%
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Po Parti
WI Owner
Heirs or Devisees of Ernie Belo
J. W. Gendron
E.G. Holden Testamentary Trust
Heirs or Devisees of Dr. Isaac A. Kawasaki
Betsy H. Keller
Charles Cline Moore
Nearburg Exploration Company

wi
0.054642%
0.081963%
0.027321%
0.054643%
0.027321%
0.136606%
0.109284%

Adolph P. Schuman Marital Trust 0.054643%
Space Building Corporation 0.136606%
Frederick Van Vranken 0.054643%
TOTAL 0.737672%
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Communication Timeline

October 31, 2018 — Initial proposals (Percussion) sent for the Lakewood Federal Com #20H well.

November 30, 2018 — Percussion received well proposal for Lakewood 34 Y2PA Fed Com #1H
from Mewbourne.

December 22, 2018 — Publication filed in Carlsbad Current-Argus to notice other parties.

December 2018 — One party elected to participate in the well and enter into an OA, but the OA
has not yet been executed.

January 18, 2019 — Percussion filed application for compulsory pooling (Case No. 20190).

January 18, 2019 — Notice of Application letter mailed to all interest owners subject to pooling
proceedings and vertical offset owners of the Pool.

January 23, 2019 — Publication filed in Carlsbad Current-Argus to notice other parties.

January 2019 — Mewbourne filed application for compulsory pooling (Case No. 20248).

February 2019 — Percussion’s Case No. 20190 was contested by Mewbourne.

March 2019 - February 2020 — Motions for Continuance were filed.

March 2020 — September 2020 — Negotiations for trade between Spur (Percussion’s successor in

title) and Mewbourne took place.

September 2020 — Trade agreement reached between Spur and Mewbourne. Anticipate closing

prior to issuance of order.

Ex.AEx.3Pg.008



Percussion Petroleum, LLC

{Z

A PERCUSSID
¥ PETROLEU o9t e

L

0

Direct Telephone: 713.429-4012
Fax: 713.255.0261

Sent Certifted Mail, Return Receipt Requested

RECDNOV ¢ —

October 31, 2018

To all working interest owners shown on enclosed Exhibit “A-3” as referenced below

RE: Well Proposal & Letter Agreement
Lakewood Federal 20H well
Section 34, T19S, R25E
Eddy County, New Mexico

Percussion Petroleum Operating, LLC (“Percussion”) hereby proposes to drill and complete
the Lakewood Federal 20H, to an approximate total vertical depth of 2,890’ as a horizontal upper
Yeso well (the "Subject Well”) at the following proposed location (subject to change upon staking and

survey).

Lakewood Federal 20H well - Horizontal Yeso Well, Eddy County, NM

e Proposed Surface Hole Location - 592’ FSL & 688’ FEL, Section 27, T19S-R25E
e Proposed Bottom Hole Location - 20’ FSL & 360’ FEL, Section 34, T19S-R25E

Attached in duplicate is AFE No. 1190 which specifies total drilling and completed costs to be
estimated at $4,407,000.

In support of this well and future development, Percussion proposes to form a Working
Interest Unit covering the E2/E2 of Section 34 in Township 19 South, Range 25 East, Eddy County,
New Mexico, containing 160 acres of land, more or less, insofar, and only insofar, as the same covers
rights from the top of the Yeso formation to the base of the Yeso formation (the “WIU"). For purposes
herein, top of the Yeso formation shall be 2,279’ MD and the base of the Yeso formation shall be 4,460’
MD based on the Len Mayer 1 (30-015-05926) RDL_Neutron_Porosity_21N log form Section 28-
T18S-R26E, Eddy County, NM; and the term “horizontal well” shall be defined as a directional well
bore with one or more laterals that extend a minimum of one hundred feet (100’) horizontally in the
target zone. The current Yeso formation working interest ownership is attached and this well will
apply to depths above 3,100’ subsurface.

Part of the proposed WIU, the E2/E2 of Section 34, is likely governed by operating
agreements also covering the Yeso Formation which pertains to many of the same parties within this
proposal and which would administer operations for vertical wells. For the mutually exclusive
development within the WIU as to horizontal wells, and any concept wells (i.e. micro seismic wells,
pilot hole wells), Percussion herein submits a new operating agreement (“NOA”) dated October 31,
2018, a 1982 AAPL form, to govern proposals and operations within the WIU, and which shall
supersede any existing operations only as to said horizontal well development and operations. The
Exhibit “A” to the NOA will be completed in the near term pending transactional decisions of the
working interest parties.

Ex.AEx.4Pg.009



Lakewood Federal 20H Well Proposal
October 31, 2018
Page 2

As an alternative to participation, Percussion offers to acquire a party’s leasehold rights as to
the Yeso formation, only. Percussion will pay $1,500/acre said leasehold rights. The selling party
will deliver its leasehold interest effective January 1, 2018, exclusive of existing wellbores and
production from said wellbores. The acquisition of the leasehold will be subject to a mutually
acceptable sales agreement and assignment warranting title by the seller, by through and under, but
not otherwise.

Please indicate your election as to the Subject Wells by marking any single item 1), 2) or 3)
below in the space provided and returning a copy of this letter agreement to the undersigned within
thirty (30) days of receipt, otherwise you may be subject to the compulsory pooling provisions of the
State of New Mexico. If you mark any item that pertains to AFEs and/or the NOA, then please execute
and return copies of the same together with your executed copy of this letter agreement to Percussion
within said thirty (30) day period. Exhibit “A” to the NOA shall be provided at a later date after all of
the working interest percentages of the non-operators have been determined.

If you have any questions regarding this proposal, please do not hesitate to contact the

undersigned by e-mail at stan@percussionpetroleum.com or by phone at 713-331-0125. Thank you
very much for your assistance and cooperation. We look forward to working with you on this matter.

Yours very truly,
Percussion Petroleum Operating, LLC

Stan Mitchet;CPL
Sr. Consulting Landman

enclosures

v 1) Elect to participate in the drilling and completing of the Lakewood Federal 20H well
based upon the calculation of its working interest as stated above in the formation of the WIU, and
agrees to the terms and conditions of this letter agreement and NOA as stated above, with the cost
and maintenance of all surface facilities, including any shared well pads, being reapportioned
between each well drilled in the WIU.

2) Elect to sell all of its leasehold interest, including all right, title and interest in the Yeso
formation, exclusive of existing wellbores, based upon a price of $1,500.00 per net leasehold acre,
delivering an assignment with special warranty on mutually agreed forms.

Ex.AEx.4Pg.010



Lakewood Federal 20H Well Proposal
October 31, 2018
Page 3

3) The undersigned elects not to participate in the drilling and casing of the proposed
Lakewood Federal #20H.

Agreed to and Accepted this 15{ “day of M_, 2018, by:

Company: _[Nesch v eiplosatiod Compery,LLC.

A A3

By: £ :
Name: (h’h ve P (ibﬁ’v(b
Title: __(Cx2 |0

Ex.AEx.4Pg.011



IPERCUSSION PETROLEUM, LLC Acct Coda
WELL COBT EBTIMATE 22223
FIELD; N, @avan Riyers; Glarlela-Yaso AFE N, 1180
WELL NAME: Lakewood Fed Cam H20H TARGET RES: Yaso
DIBTRICT: Arlosia (2) corsT: Eddy, N
LOGATION: Y POL 8T FEL 1T 198.25E BTART DATE:
TYPE: o4 DATE: 10/3i2018
Projeat Dataps:
DAL COMPLETION FAGRITY ToTAL
T
INTANGIBLE COSTS ACCOUNT CODE AMOUNT |  CODE AMOUNT CODE AMOUNT
LAND SERVICES
LEQAL FEES
INSURANCE & BONDS
(OVERHEAD 2300.20
PERMITS & SURVEYING
LOG ROW. SURF. COND RIG &ROAD 2300 30 $2.800
DRILL RIG MOB/DEMOB
RIG COST - DRILLING (DAYWORK)
RIG COST - DRILLING (FOOTAGE)
RiG COST - DRILLING (TURNKEY)
RIG FUEL.ELEC. WATER&FRAC WATR 230088 $250,000
WATER SOURCING Teoes £310,000
WATER HANLING 23087 $85,000
TELEPHONE & FAX 2070
TRANSPO / TRUCKING /| HOTSHOT 228078 210070 £10,000
CONTRACT SUPERV. ENGRG &DESIGN 2180.80 140,000 230 60 $15,000
ELDING & OTH CONTR BRVC/ILABOR 208048 845,000 | 230088 $17.500
[REMTAL EQUIPMENT - DOWNHOLE 230090 2300.60 $15.000
RENTAL EQUIPMENT - SURFACE 2300.88 178,000
BITS
CASING CREW & EQUIPMENT 2300.106
CEMENTING SERVICES & PUMP DOWNS 230,110 $06.000
DIRECTIONAL DRILLING & SURVEYS
FIBHING TOOLS & SERVICE 2300120
DRILLING & COMPLETION FLUIDS 1200426 00
MUD LOGGING 2250190
LOGGING - OPENHOLE, FT, SWC 2260.128 .
DRIL STEM TST.CORINGSCORE ANLY ae.148 L]
TUBULAR TESTING AND INSPECTION 2R60.180 18080 | 200080 $2.000
CUTTINGS AND FLUIDS DIBPOBAL 2200188 280,000 | 2300196 $15,000 200
ABANDONMENT 2260170 L1
[CONTINGENCY AND MISC COSTS a0 00y 2X00.800 10£0,200 ®
ACCRUED IDC DRILLING 2200,800 (1)
NON-OP {DC DRILLING 2250.700 2]
TRANSFER TO DRY/ABANDONMENT 2260.810 2300810 2840.810 w
TRANSFER TO PRODUCING PROPERTY r 2300.020 Itmuo w
RIG COST - COMFLETION /WO 2300 54 100,000 $100.000
RIG COST -COIL TUR/BNUBB/NITRO 2300.60 425,000 130,000
PERF, PLUG.WL SERV,PCE,C-H LOG 200148 e 48000
FRAC AND STIMULATION SERVICES 2300.155 | 81,850,000 14.580.000
PROD WELL TESTING & BWABBING 2300180 18,000 90,000
ACCRUED IDC COMPLETION 2340.500 0
NON-OP IDC COMPLETION 203,700 o
[ToTAL INTANGIBLE COBTS.... ... 1490,000 12,846,000 7] 13,005,000
TaTAL
|BLE COSTS DRILLNG. GOMPLETION PAGRITY, WELL
CARIVE PIPE, CONDUCTOR CASING £0
BURFACE CABING $38.000
INTERMEDIATE CAEING w
(CABING LINER & HARDWARE 240038 $0.000
HANGER, DOWN HOLE CSG ACCESS, 2400 30 Ll
WELLHEAD EQUIPMENT 15w
IACCRUED TANGIBLE UNG 2980.500 0
NON-OP TANGIBLE DRILLING 2200.700 7]
TRANSFER TO DRY/ABANDONMENT 2380810 2400.810 [ps00.810 W
TRANSFER TQ PRODUCING PROPERTY 2040430 1400620 10 E 0
PRODUCTION CASING 240020 160,000 186,500
PRODUCTION TUBING 20000 $15,000 415,000
TUBINGHEAD 8 TREE 2400 48 [ £12,000
PACKERS & SUBSURFACE EQ_ILPMHNT 2400.60 08.000 95,000
RODS, PUMPS. ANCHORS 240080 L]
ACCRUED TANGIDLE COMPLETION 400,408 0
MNON-OP TANGIBLE COMPLETION 2490,700 [
SURFACE EQUIP -ARTIFICIAL LIFT 1500.80 140,000 540,000
SURF EQUIP - PUMP UNIT & MOTOR (] 1]
VALVES, FITTINGS & MISC EQUIP ITIMJD $80,000 50,000
SEPARATOR. HEATER TREATER.DEHY |est0.78 30,000
GUN BARREL. TANK BRELATE EQUIP 1500.00 20,000 20,000
COMPR & RELATED EQUIP Iuﬂm L]
METERS & LACT EQUIPMED 1460.00 10,000 $10,000
SWO PUMP & BOUIPMENT 149008 16000 318,000
OWLINE.L-PIPE.P/IL MATLA T+ Ixm.m 19,600 $20.000 |
00 FAC-FAHBINSTAL HABUFR A ki 10,200
POWER SELECTRI NGTALLATION . 110,000 576,000
CONTINGENCY AND MISC COSTS 0
CCRUED FACILIT w
NON-OP FACILITIES w
TOTAL TANQIDLE CORTE 191000 119,000 72,000
TOTAL WELL COBTH, .. 3,032,000 | 310,600 18,407,900

Prepared By: Lalan J Anders.

Approvad By: John H. Campbsl) 1I}

Oate

v AFE 3 orly a0 avienaln By rebereng o sigred copy. Tou SRIRS 10 DY rour hara ol e B oMt el

oy

Copy o Faroussion AFE TEMPLATE_12 15 18 {003) den
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DISTRICT {
1625 N, Erench Dr, Hobbs, NM 88240
Phone: (575) 393-6161 Fax: (575)393 0720

State of New Mexico

Energy, Minerals & Natural Resources Department

Form C-102
Revised August (,2011
Subinit one copy to appropriate

DIS’ ]'RICT a
Phone: (575)743’“?2%'?#.,(]“(575)745 9720 OHJ CONSERVATION DIVISION District Otfice
D e+ Road, Aztec, NM 83410 1220 South St. Francis Dr.
DISTRICTIV 4T DA Santa Fe, New Mexico 87505 DAMENDED REPORT
'S, 31, Francis Dr., Santa Fe, NM 87505
Phane: ($05) 476-3460 Fax: (505) 476-3462
WELL LOCATION AND ACREAGE DEDICATION PLAT
API Number Pool Cade Pool Name o
Property Code rty Name Well Number
LAKEWOOD FEDERAL 20H
OGRID No. Opemtor Name Elevation
PERCUSSION PETROLEUM OPERATING, LLC 3496’
Surface Location
UL or lot No. Section Township Range Lot [dn Feetl from the North/South line Feel from lhe East/Wesl line County
P 27 19-S 25-E 592 SOUTH 688 EAST EDDY
Bottom Hole Location If Different From Surface -
UL or lot No, Section Township Range Lot Idn Feet from the North/South line Feet from the Eas\/Westlinc County
P 34 19-S 25-E 20 SOUTH 360 EAST EDDY

Dedicated Acres Joint or Infilf

Consolidation Code

Order No.

NO ALLOWABLE WILL BE ASSIGNED TQ THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APEROVED BY THE DIVISION

T T

SEC.27 | i lc

34

SCALE:
GEODETIC COORDINATES
NAD 83 NME
SURFACE LOCATION
Y=591510.1 N
X=500396.6 £
LAT.=32.626041" N
LONG.=104.466317" W

FIRST TAKE POINT
NAD 83 NME
Y= 590586.3 N
X= 5007240 £
LAT.=32.623503 N
LONG.=104.465250" W

—y=
E
Y=
Y=
Y=

592191.8
592183.5
590860.9
590853.2
585506.9

Mmoo Om

" SEC.34 |

GRID AZ.=179'59'39"

HORIZ. DIST.=5002.1 \:

Y= 5855041

- Y=
- Y=
Y=
Y=
Y=
li=

LAST TAKE POINT
NAD 83 AME
Y= 585695.4 N
X= 5007245 €
LAT.=32.610609" N
LONG.=104.465230° W

BOTTOM HOLE LOCATION
NAD 83 NME
Y= 585585.5 N
X= 500724.5 £
LAT.=32.609757 N
LONG. = 104.465228 W

592252.7
5922444
590921.8
590914.1
585567.6
585564.8

mMMmMODOox

"=2000"

GEODETIC COORDINATES
NAD 27 NME
SURFACE LOCATION
Y=591449.2 N
X=459218.0 £
LA1.=32.625927' N
LONG.=104.165798" W
FIRST TAKE POINT
NAD 27 NME
Y= 590525.5 N
X= 4595455 £
LAT,.=32.623389’ N
LONG.=104.464731" W

CORNER COORDINATES TABLE
NAD 27 NME

X= 458609.8
X= 459906.7
N, X= 458608.1
N, X= 459805.3
N, X= 458579.4
N, X= 459905.8

N,
N,

M,

CORNER COORDINATES TABLE
NAD 83 NME

499784.3
501085.2
499786.7
501083.9
499758.0
501084.4 E

LAST TAKE POINT
NAD 27 NME
Y= 585834.8 N
X= 4535459 €
LAT.=32.610496 N
LONG.=104.464710° W

BOTTOM HOLE LOCATION
NAD 27 NME
Y= 585524.9 N
X= 4595459 £
LAT,=32.609644° N
LONG.=104.464709" w

X=
X=
X=
X=
X=
X=

N,
N,
N,
N,
N,
N,

mmmme

OPERATOR CERTIFICATION

I hereby oortify that the inthrmation herein 1s tras and
complote to the best of my knowledgo and beliof, and
that thiz organization cither awns a working inlares( or
unleased mineral intorest In the Jand locluding the
proposed bottom holo location ar has 8 right o drill this
well at this locaifon purvuant io a contract with an ownar
of such mineral or working fntesest, or to a voluptary
pooling agresment as 8 campulsary pooling order

Aeratoftwo antered by the divigion,
Signanire Date
Printed Name N
E-umil Address
SURVEYOR CERTIFICATION

[ horaby certify that the well location shown on thia plat
was plosied from field notes of sctual survoys made by
me or under my supervision, and that the same is true
and correct Lo the best of my bellef,

FEBRUARY:2{, 2018
“Date of \urv:y O B/ AT,

‘hsamlurc o(‘!"! v %Vq}wt
i
=' s

=

LT T

BT L
Ronald J. Edson 3239

ACK REV.3/26(8 JWSCWO: 18110123
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Exhibit “A-3”
Lakewood Federal #20 Well Proposal
Parties, Addresses and Working Interests

Parties and Addresses:
St. Devote, LLC Sanford J. Hodge
Attn: Josh Grisham Arcadia Realty Group
919 Milam St, Ste, 2475 3500 Mapel Ave, Suite 1165
Houston, TX 77002 Dallas, TX 75219
Mewbourne Qil Company Heirs and/or Devisees of Dr. Isaac A. Kawasaki
P.O. Box 7698 734 Kalanipuer Street
Tyler, TX 75711 Honolulu, HI 96825
Mewbourne Energy Partners 09-A LP Betsy H. Keller
P.O. Box 7698 c/o James T. Farrell
Tyler, TX 75711 2505 Green Street
San Francisco, CA 94123
Mewboumne Development Corporation EOGY
P.O. Box 7698 Attn: Janet Richardson
Tyler, TX 75711 104 South Fourth Street
Artesia, NM 88210
CWM 2000-B Ltd
P.O. Box 7698 Nearburg Exploration Company, L~ .
Tyler, TX 75711 P.O. Box 823085
Dallas, TX 75382-3085
CWM 2000-B I1 Ltd
P.O. Box 7698 Adolph P. Schuman Marital Trust
Tyler, TX 75711 Paul J, Sax, Co-Trustee
405 Howard Street
3MG Corporation San Francisco, CA 94105
P.O. Box 7698
Tyler, TX 75711 Spacc Building Corporation
P.O. Box 283
Gendron Rev. Liv. Trust East Taunton, MA 02718
Robert P. Gendron, Trustee
380 Abbey Road J. Fredrick Van Vranken, Jr
Indiane, PA 15701 950 Regency Square, Apt. #202
Vero Beach, FL 32967
Joseph R. Hodge
404 W, 27" Street Robert B. Bunn, Trustee of the Rob’t B. Bunin Rev. Trust
Houston, TX 77008 Address Unknown

Unknown Heirs and Devisees of Emie Bello, Dec'd
¢/o Lorraine Bello & Erlaine Bello-Trombetta

1570 Alwea Drive

Honolulu, HI 96817

E.G. Holden Testamentary Trust
c/o James T. Farrell

2505 Green Street

San Francisco, CA 94123
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Exhibit “A-3"

Working Interests of the Parties by Depth;

From the Top of the Yese Formation to 3,700 Feet

St. Devote LLC 43.233770%
Mewbourne Oil Company 9.791667%
Mewboumne Energy Partners 09-A LP 16.500000%
Mewbourme Development Corporation 5.500000%
CWM 2000-B Ltd 7.833333%
CWM 2000-B I1 Ltd 3.375000%
3MG Corporation 7.000000%
Heirs of Emie Belo 0.054643%
J.W. Gendron 0.081964%
Joseph R. Hodge 0.009107%
Sanford J. Hodge, Il 0.009107%
E.G. Holden Testamentary Trust 0.027321%
Heirs of Dr. Isaac A. Kawasaki 0.054643%
Betsy Keller 0.027321%
EOGY 0.136606%
Nearburg Exploration Company 0.109285%
Adolph P, Schuman 0.054643%
Space Building Corporation 0.136606%
Frederick Van Vranken 0.054643%
Robert B. Bunn, Trustee 6.010345%
Total: 100.000000%
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A.AP.L FORM 610-1982

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT

DATED: October 31,2018

OPERATOR: Percussion Petroleum Operating, LLC

CONTRACT AREA: EAST-HALF EAST-HALF OF SECTION 34 -TOWNSHIF 19 SOUTH - RANGE 25 EAST, AS 'lO THE YESO
FORMATION ONLY

GG

NAY-LIK-PA R8T

EDDY COUN

¥: €)-STATE OF NEW MEXICO

COPYRIGHT 1982 — ALL RICHTS RESERVED AMERICAN ASSOCIATION OF PETROLEUM LANDMEN, 4100 FOSSIL CREEK
BLVD., FORT WORTH, TEXAS, 76137-2791, APPROVED FORM. A.A.P.L. NO, 610 — 1982 REVISED

OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between Percussion Petroleum Operating, LLC, hereinafter designated and referred to as “Operator”,
and the signatory party or parties other than Operator, sometimes hereinafier ceferred to individually herein as “Non-Operator™, and collectively
as “Non-Operators”™,

WITNESSETH:

WHEREASY, the parties to this agreement are owiers of oil and gas leases and/or oil and gas interests in the land identified in Exhibit “A", and
tho pantics herelo bave reached on agreement to explore and develop these leases and/or oil and gas interests for the production of oil and gas to
the extent and as hercinafter provided,

NOW, THEREFORE, it is agreed as follows:
DEFINITIONS
As used in this agreement, the following words and terms shall have the meanings here ascribed 1o them:

The term "oil and gas" shall mean oil, gas, casinghead gas, gos cond and all other liquid or gaseous hydrocarbons and other marketable
substences produced therewith, ualess an intent 1o limit the inclusiveness of this term is specifically stated

B, The terms “'oil and gas lease”, “lease” and “leasehold” shall mean the oil and gas legses covering tracis of land |ying within the Contract
Area which are owned by 1he pariies to this agreement

The term “oil and gas interests” shall mean unleased fee and mineral interests in tracts of land lying within the Contract Area which are
owned by parties ta this agreement.

The tesm “Contract Area” shall mean all of the lands, oil and gas leaschold interests aad oil and ges interests intended 10 be developed and
oporated for oi} and gas purposes under this agreement. Such lands, oil and gas leasehold interests and oil and gas interesta are described in Exhibit
oA,

The term “drilling unil” shall mean the aree fixed for the drilling of one well by order ar rule of any sate or federal body having authority.
If & drilling unit is not fixed by any such rule or ordez, o drilling unit shall be the drilling unit as established by the patiern of drilling in the Contract
Area or as fixed by express agreement of the Drilling Parties.

The torm “drillsite” shall mean 1he oil and pas lease or interest on which a proposed well is to be located.

The terms “Drilling Party” and “Conseating Party” shall mean a party who sgrees 10 join in and pay its share of tho cost of any operation
conducted under the provisions of this agreemenl.

The terms “Non-Drilling Party" and *‘Non-Consenting Party” shall mean a party who elects not to participate in a proposed operation.

Unless {he context otherwise clearly indicates, words used in the singular include the plural, the plural includes the singular, and the neuter gender

ludes the lino and the f¢
EXHIBITS
The following exhibits, as indicated below and hed hereto, are incorporated in and made a part hereof:

A Exhitnt “A,” shall include the followinginlormation
{11 Deysniplion of Japds subipet 1 this afreament,
(21 Hasteigtion, il any, 2s 10 danths, (o matl, o subilivges,
(3L Parties to apreement sith atldresses and telephone nuipbaes fu nice puiooses,
(A Pereentanics or (tagctional interests o parties Lo i speeemeng
151 O and Gay Leases sn/on ON and Gay Interosts subjec] to (his apreeoenl,
{8) Busthens on prodystion

. Exhibilg "1, Farm of Lease,
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C Extbit “C", Agg aunting Prosedurs.

D, Extiibil ", Insurange

L Exbutit "L, Gas Balnuing Aptcemunt

E,_Bxhibit "€7, Notice of jayn) Quusating Axreepvient Lien, Seunty, Interests and Finandial Statenient

G [hete iy op KA TG 50 Wis agrevrnent.
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If any provision of eny exhibit, except Exhibits “E” and “G", is inconsistent with any provision centained in the body of this agreement, the
provisions in the body of this agreement shall prevail.

INTERESTS OF PARTIES
Oil und Gas Inlerests:

If any party owns an oil and gas interest in the Contract Area, that interest shall be teeated for all purposes of this agreement and during the lerm
hereof as if it were covered by the form of oil and gas lease atlached hereto as Exhibit “B”, and the owner thereof shall be deemed to own both
the royatty interest reserved in such [ease and the interest of the lessee thereunder.

Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and Liabilitiss incurred in operations under this agreement shall be borne and paid, and all equipment
and materials acquired in operations on the Contract Area shall be owned, by the parties as their interesis are set forth in Exhibit “A", In the same
manner, the parties shall also own all production of oil and gas from the Contract Area subject Lo the payment of royallies to-the-entem-of di:
gy cah puegts’s shuarg of grotueiipn which shall be borne es hereinafter sel forth.

Repardless of which party has coniributed the Jease(s) and/or oil and gas interesi(s) hereto on which royalty is due and payable, each party entitled
to receive a share of production of oil and gas from the Contract Area shall bear and shall pay or deliver, or cause to be paid or delivered, to the
extent of its interest in such production, the royaity amount stipulated hereinabove and shall hold the other parties free from any liability therefor,
No party shall ever be responsible, however, on a price basis higher than the price received by such party, to any other party's lessor or royaity
owner, and if any such other parly’s lessor or royalty owner should demand and receive setilement on a higher price basis, the party contributing
the affected Tease shafl bear the additional royalty burden aitributable 1o such higher price.

Nothing contained in this Article 111.B. shall be deemed an assi or et i of interests covered hereby.

Excess Royalties, Overriding Royaltien and Other Payments:

Unless changed by othier provisions, if the inlerest of any party in any lease covered hereby is subject to any royally, overriding royalty, produdtion
payment or other burden on production in excess of the amount stipulated in Anticle I1LB., such party so burdened shall assume and alone bear
all such excess obligations and shall indemnify and hold the other parties hereto harmiess from any and all claims and demands for payment
asgerted by owners of such excess burden.

Subsequently Created Interests:

If any party should | fror create an iding royally, production payment or other burden payable out of production atiributable to its working
interest hereunder, or if such a burden existed prior to this agreement and ix not set forth in Exhibit “A”, or was not disclosed in writing to all
other parties prior to the execulion of this agresment by all parties, or is not  jointly acknowlcdged end accepted obligotion of all parties (any
such interest being hereinafter referred to &3 “subsequently created imerest” imespective of the timing of its creation and the party eut of whose
working inferest the subsequently created inlerest is derived being hereinaficr referred to as “burdened party”), and:

I the burdencd party is required under this apr to assign or relinquish to any other party, or parties, all or s portion of its working
interewt andor the production atteibutable thereto, s2id other party, or partios, shall receive snid assignment andor production free and clear of satd
subgequently created terest and the burdened party shall indemnify and save said other party, o parties, harmleas fom any and all claima and
demands for payment asserted by owners of the subsequently created interest; and,

If the burdened party Tails to pay, when dus, ils share of exp chargeable | der, all provisions of Article VILB, shall be enforceable
against Lhe subsequently created intercst in the same manner as they are enforceable against the working interest of the burdzned pasty.

TITLES
Tille Examination:

Title oxamination shall be made on the drillsite of any proposed well prior to commencement of drilling operstions or, if the Drilling Partics 5o
request, tille examination shall be made on the leases andior oil and gas i luded, or planned to be included, in the drilling unit around
such well. The opinion will include the o hip of the working interest, minerals, royalty, overriding royalty and peaduction payments under
the spplicable leases. At the time a well is proposed, each party contribuling leases andfor oil and gas interests to the drillsite, of to be included
in such drilling unit, shall fumish to Operator all abstracts (includiog, federal lease status roports), title apinions, titlle papers and curative material
in its possession free of charge, All such information nol in the possession of or made available to Gperator by the partics, but necessary for the
examination of the title, shall be obtained by Operator. Operator duill cause title lo be examinad by attermeyx on its staff or by outsido attorneys,
Copies of all title opinions shall be furnished to cach party hersto. The cost incurred by Operator in this tifle progrum shall be borne as follows:

LeConts 4y Gperator-ii-provsting-ob st inatkon-finehiding pretimi ppbenreniel-shii-in-gus-rovally
ditd and-divislon-order-Hi d AT R fonklan. 3 Imesh-asp ided-in-Bahibit-SE - and-shall-nok-be-s-dirent
.I'-. e aale i A i i ) * a1ail . nl 4
B 1 -0y ! 4 v T«
Option No. 2; Costs incurred by Operator in procuring absteacts and fees paid outside attorneys for title inalion {including preliminary,

aupplomental, shut-in gas royalty opinions and division order title opinions) shali be bome by the Drilling Parties in the propartion thal the inlerest
of ench Drilling Party bears 1o the total interest of all Drilling Pasties 45 such inferests appear in Exhibit A", Operator shall make no charge for
services readered by its staff attorneys or other personnel in the pecformance of the above functions,

Each party shall bo responsible for secuning curalive matter and pooling of ags quired in ion with leases ar oil and
gas interests contributed Iy such purty, Operator shall be responsible for the preparation and ling of pooling designations or decl as
well as the conduct of hearings befoce governmental agencies for the securing of spacing or pooling orders. This shall not prevent any party trom
appeering on its own behslf et any such hearing,

No well shall be drilled on the Contract Arca unfil after (1) the title to Lhe drillsite or drilling unit has been examined as above provided, and (2)
the title has been approved by the examimng atlomey or tiile has been accepted by all of the parties who are lo participate in the drilling of the
well,
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Loss of Title:

Pailure of Tile: Should any oil aud gas interest or laase, or interest therein, be lost through failure oftitle, which loss results in a ceduction
of interest from that shown on Exhibit “ A”, the party contributing the affected lease or inlerest shall have ninety (90) days from final dsterminalion
of tille failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not he subject to Article
VLB, and failing 1o do so, this agreeinent, nevertheless, shall continue in force as to all remaining oil and gas leases and interesis: and,

The party whose oil and gas lease or inferest is affected by the litle tailure shall bear alone the entire loss and it shall not be entitled 1o
recover from Operator or the other parties any development or operaling costs which il may have therctofore paid or incurred, but there shall be
no additional liability on its pari to the other parlies herelo by reason of such title failure;

There shall be no retronclive adjustment of expenses incurred or revenues received from the operalion ot the intcrest which has been lost,
but the interests of the partics shall be revised on an acreage basis, as of the time it is determined finally that title failure has occurred, so (hat the
interest of the parly whose lease or interest is affected by the tille failure will thereafter bo reduced in the Contract Area by the amaunt of the
interest Jost,

Tf the proportionate interest of the ather parties hereto in any producing well theretofore drilled on the Contract Area is increased by reason
of the title fuilure, the party whose title has failed shall receive the proceeds atiribuiable 10 the increase in such inlerest (less cosls and burdens
attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well;

Should any person not a party to this agreement, who is determined 10 be the owner of any ilerest in Lhe litle which has failed, pay in any
manner any part of the cost of oparation, development, or equipment, such amount shall he paid to the party or panties who bore the costs which
are so refunded,;

Any liability 1o account to a third party for prior production of oil and gas which arises by reason of tie failure shall be borne by the party
or parties whose tille failed in the same proportions in which they shared in such prior produciion; and,

No chacge shall be made (o the joinl account for legal expenses, fecs or salarics, in connection with the defensc of the interest claimed by
any party hereto, it being the iniention of the parties hereto that each shall defend title to its interest and bear all expenses in connection therewith

Luss by Nog-Payment or Enropteous Paviment of Amount Due: If; (hrough mistake or oversight, uny rental, shut-in well payment, minimum
royalty or royalty payment, is not paid or is erroneously paitl, and as a resull a leass or interest therein terminates, there shall be no monetary
liability against the party who failed to make such payment. Unless the parly who failed to make Lhe required payment secures a new leaze
covering the same interest within ninety (90) days from the discovery of the failure to make proper payment, which acquisition will not be subject
to Adlicle VIILB., the interests of the partics shall be revised on an acreage basts, effective as of the date of termination of the lease involved,
and the party who failed to make proper payment will no longer be credited with an inlerest in the Contract Arca on account of ownership of the
lease or interest which has terminated. In the event the party who fuiled 1o make the required payment shall not have been fully reimbursed, at
the time of the loss, from the proceeds of the sale of oil and gas attributable to the fost interest, calculated on un acreage basis. for the development
and operating costs theretafore paid on accouni of such interest, it shall be reimbursed for unrccovered actual costs theretofore paid by it (but nat
for its share of the cost afany dry hole previsusly drilled or wells previously abandoned) from so much of the following as is necessary to effect
reimbursement:

Proceeds of oil and gas, less operating expanses, therstofore accrued Lo (he credit of the Jost interest, on an acreage basis, up lo the amount
of unrecovered costs;

I’ ds, less 1 ¥ thereatter acorued altribulable to the Losl interest on an acreage basis, of thal portion af ail and gas
thercafter produced and marksted {exaluding production from any wells therealler drilled) which, in the absence ol such lease termination, would
be altribitable 1o the lost inlerest on an acreage basks, up 1o the smount ol unrecovered costs, the proceeds of said portion of the oil and gasto be

contributed by the other parties in proportion Lo their respective interest; and,

Any monics, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the interast losi, for
the privilege of participating in the Contract Area or becoming a party to this agreement,

Qher Lossgs; All losses incurred, athec than those set forth in Aricles IV.B.1. and 1V.B.2. above, shall be joint losses and shall be borne
by all parties in proportion 10 their interests, There shall be na readjustment of interests in the remaining portion of the Contracl Area.

OPERATOR
Designation and Responsibilitles of Operntor:

Percusiion Petroleum Operating, LLC shall be the Opermor of the Contract Area, and shall conduct and direct and have full contro) of all uperations
on the Contract Asew as permitted and required by, und within the hmits of this agreement. It shall conduct all such aperations in a good and
workmanlike manner, bul it shall have no liability as Operator 1o the other parties for losses sustained or liabilities incurred, excepl such as may
result from gross negli or willful mi: d

Resignation or Removal of Operator and Selection of Successor:

Resignation_oc_Removal of Qperator; Operalor may tesign al any time by giving writlen notice thercof to Non-Operitors. If Operntor
terminales its legal exi no-fangieoi-an-etest b det-1n o4 3-Area, or is no longer capable of serving s Operator, Operator
shall be demed 1o have resigned without any action by Noa-Operators, except the selection of a successor. Operator muy be removed iri fails or
refiises to cary out ity dutles h Jer, or L insolvent, bankrupl of it placed in recetvership, by the affirmative vote of two (2) or mere
Non-Operators owning & majority inferast based on ownership a3 shown on Exhibit A" remaining afler excluding the voting interest of Opevator.
Such resignition or removal shall not become sffective until 7:00 o'clock AM. on the fin day of the calendar munth following the expiration of
ninety (90) days afler the giving of notice of resignafion by Opuntor or action by the Non-Operators o remove Operaton, unless 4 successor
Onperator his been selected and asmumes the duties of Operator ot an earfier date Operator, after effective date of resignation or temuval, shall be
bound by thi terms hereof as & Non-Operator, A change of a corporate name or struiclure of Operalor ur transfer of Opemtor’s interest Lo any single
subsidiary, parent or successor corporalion shall not be the basis for removal of Operator.

Selection of Sueeessor Operator; Upon the resignation or remaval of Operator, o successar Operator shall be selected by the parties. The
successor Operator shall be selected from the parties owning an inferest in the Contruct Ares at the time stich successor Operator {s selected, The
suocessor Operator shall be selected by the afficmative vote of fwn (2) or more parties owning s majority interest based on ownership as shown on
Exhibil A", provided, howaver, if an Operator which has been removed fails to vote or vates oaly 1o succeed iteell, the successor Operator shall
bo selesied by the affirmative vote of twe (2) or more partics owning & majorily interest based an ownership as shown 00 Exhibit "A" remunining
after excluding ihe voting inlerest of the Operatar thel was removed

Employees:

The number of einployees used by Operator in conducting operalions hereunder, their selection, and the hours of labor and the compensalion for
services performed shull be deterrined by Operator, and all such employees shall be the employees of Operator,

Drilling Contracts:
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All wells drilled on the Contract Area shall be drilled on a competitive contract basis at tho usual rates prevailing in the ares, If it so desires,
Operator may employ ils 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 wriling before drilling aperations are commenced, and such work shall be
performed by Operator under the same terms and conditions as are cuslomary and usual in the ares in conl of independ s who
are doing work of a similar nature.

DRILLING AND DEVELOPMENT
Initial Well:

Nuhivg) (o Opyieatin appaval of tide and rgpulaiins proseduies, o6n or before June 1, 2019, Operator shall commence the drilling of a well for oil
and gas al the following location;

SHL: 592' FSL and 688' FEL in Section 27-T18S-26E, BHL: 20' FSL and 360’ FEL in Section 34-T198-R25E, Eddy County, NM

and shall thereafier continue the drilling of the well with due diligence to test the Yeso forrnation above 3, 100" subsurface unless granite or other
practically impenetrable substance or condition in the hole, which renders further drilling impractical, is encountered at a lesser depth, or unless
oll parties agree to complete ar abandon the well at a lesser depth,

Operator shall make reasonable tests of all formations encountered during drilling which give indicalion of containing oil and gas in quantitics
sufficient to test, unless this agreement shall be limited in its application to a specific formation or formations, in which event Operator shall be
required to test only the formation or formations to which this agr may apply,

If, in Operator’s judgment, the well will nat produce oil or gas in paying quantities, and it wishes to plug and abandon the well as a dry hole, the
provisions of Asticle VLE.1. shall thereafter apply.

Subsequent Operations:

Proposed Operations: Should any party hereto desire o drill any well on the Contract Area other then the well provided for in Article VLA.,
or 1o rework, deepen or plug back a dry hole dritled at the joint expense of all parties or a well jointly owned by all the parties and not then
producing in paying quantities, the party desiring to drill, rework, deepen or plug back such a well shall give the other parties writlen nolice of
the proposed operation, specifying the work to be performed, the location, proposed depth, objective formation and the estimated cost of the
operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice within which to netify the party wishing to do
the work whether they elect to participate in the cost ol the proposed operation, If a drilling rig is on location. notice ofa proposal to rework, piug
back or drill deeper may be given by telephone and the response period shall be limited to Jorty-eight (48) hours, exclusive of Saturday, Sunday,
and legal holidays. Failure of a party receiving such nutice to reply within the period ahove fixed shall constitute an election by that party not to
participate in the cost of the proposed operation. Any notice or response given by telephone shail be promptly confirmed in writing.

in such a proposed operation, Operator shall, within ninety (90) days aller expiration of'the notice period of thirty
(30) days (or us prompily as possible afler the expiration of the forty-eiglt (42) hour period when a drilling rigg is on locatiun, as the case may
be), the proposed operation and complete it with due diliggence at the rigk and expense of all parties herelo; provided, however,
said commencament dats may be extended upon written notice of 1anie by Oparator to the other parties, for aperiod ofup to thirty (30) sdditionnl
days if} in the sole opinion of Operator, sach additional time is rexsanably necessary 1o oblain permits from governmental authorities, surface
rights (including rights-of-way) or approp drilling equip or to completa title ination or curalive matter roquired for title approval
or Aceep Notwi ding the force provisions of Article X1, if the actual operation has not been commenced wilthin the time
provided (including any extension thereof as specifically permitted herein) and if uny party hereto still desires to conduct said operation, wrillen
nolice proposing same must be resubmitted to the other parties in dance with the provisions hereal a5 if no prior propoual had been made.

If all parties elect to particip

¥

CQperations by Less than All Pardics: 1fany party recelving siich notice as provided in Article VLB.L. or VILIX.L. {Option No. 2) elects not
to participate in the proposed operation, then, in order 1 be entitled to the benafils of s Asticle, the party or partics @ving tha notica and such
other partias as hall elect to participate in the operation shall, wilhin ninety (90) days after the expiration of the notice poriod of thirty (30) deys
(or as prompily as possible afler the expiration of the forty-cight (48) hour period whea a dnlling ng is on location, as the case may be) actually

proposed opetion and complete it with due diligence. Operator shall parform all work for the aceount of the Consenting Parties;
provided, howaver, if no deilling rig or other equipntent is on location, and if Operator is a Nop-C ing Party, the C: ting Partios shall
aither: (3) request Operator to perforin the work required by such proposed operation for the account of the G ting Partier, or (b) desig
one (1) of the Consenling Parties as Operalor 1o perform such work. C ing Parties, when conducting operstions on the Conlract Area
pursuant to this Arficle VI.B.2,, shall comply with all terms and conditions of this agreement.

P

\iately after the expiration of the applicable notice period, shall

If tess than all parties app any proposed operation, the proposing party, i
advise the Consenting Partics of'the total inferest of the pastiea approving such operation and its Iation as 1o whether 1he Consenting
Parties should p d with the operation as proposed. Each C ing Pasty, within forty-¢ight (48) hours (exclusive of Saturday, Sunday and
lagal holidays) after receipt of such notice, shall sdvise the proposing party of ils desire to () limit participation to such party's interest as shawn
on Exhibit “A™ or (b) casvy il proportionate part of Non-Consenting Parties” inferests, and fallure to advise the proposing party shall be deemed
an election under (a), In the event a drilling rig is on lucation, the lime permitted for wch a regp shall not excead a total of forty-cight (48)
hours (inglusive of Saturday, Sunday and legal holidays). The proposing party, at its election, may withdraw snch propesal ifthere is insufficient
participation and shall promptly notify all parties of such decision.

The entire cost and risk of canducting such operations shall be borne by the Consenting Parties in the praportions they have elocted to bear same
uner the terme of the y ding paragraph © ing Parties shall keep the leasehold estatos involved in such operations ftee and clear of all
liens and encumbrances of aveey kind created by or arising (rom the operations of the Conrenting Parties. 1f such an operation results in & dry
hole, the Consenting Paities shall plug and abandon the well and restore the surface location at their sole cost, risk and axpenso. IF any well
drilled, reworked, deepened or plugged back under tho provitions of this Article results in a producer of il andlor gas in paying quaniitics, the
Consenting Parties shiall completo and equip the woll to produce at their sole cost and risk, and the well shall then be tumed over to Operator and

whall be of Iy it at the expense and for the account of the Cs ting Parties. Upon ol operations for the drilling, reworking,
deapening or plugging back of any such well by C ing Parties in Lance with the p of this Article, cach Nen-Consenting Party
shall bo deemed (o have relinquished to Consenting Partics, and tho Convanting Partiss shall own wd be entitled 1o receive, in proportion fo their
respective interests, all of wch Non-Consenting Party"s Interest in the well and share of production therels umil tho p iz of the sale of

such share, calculated 3l the well, or market value thereof if such share s not sold, (after deducting production taxes, excise taxes, royally,
averriding royalty and other interosts not excepted by Aticle HLD. payable oul of or measured by the production from such well aceruing with
respect to such interest umil it reverts) shall equal the total of the following:

100% of each such Non-Consenting Party’s share of the cost of any newly scquired surface equipment beyond the wellhead connections
(including, but not Hmited to, sock tanks, separators, treaters, pumping equl andl plping), plus 100% of cach such Non-Consonting Party’s
share of the cost of operation of the well ing with first production and ing until each such Non-C, ing Party's relinquished
interest shall tevent to it under other provisions af this Article, it being agreed that each Non-Consenting Party’s share of ch costs and equipmont
will be that interest which would have been chargeable to such Non-Ci ing Party had it participated in the well from the beginning of the

operations; and
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300% of that portion of the costs and expenses of drilling, reworking, decpening, plugging back, testing and completing, after deducting
any cash conlribulions received under Article VIILC,, and 300% of that portion of (he cost of newly acquired equipment in the well (to and
including the wellhead connections), which would have been chargeable to such Non-Consenting Parly if it had participated ther¢in

An election not to participate in the drilling or the deepening of a well shall be deemed an elsctivn not Lo participate in any reworking or plungiog
back operation proposed in such a well, or partion thereof; to which the inilial Noa-Consent election applied that is conducted at any time prior
to full recovery by the Consenting Parties of the Non-Consenting Party’s recoupment accaunt, Any such reworking or plugging back operation
conducled during the recoupment period shall be deemed part of the cost of opzration of said well and there shall be added to the sums Lo be
recouped by the Consenting Parties one hundred percent (100%) of that portion of the costs of the reworking or plugging back operation which
would have been chargeable to such Non-Consenting Parly had it participaled therein. If such a reworking or pligging back operation is proposed
during such recoupmeni period, the provisions of this Article V1,B. shall be applicable as between said Consenting Parties in said well.

During the periad of lime Consenting Paclies are enlitled to recsive Non-Consenling Party’s shar¢ of production, or the proceeds Lherefrom,
Consenting Parlics shall be responsible for tho payment of all production, severance, excise, gathering and other taxes, and all royalty, overriding
royalty and other burdens applicable to Non-Consenting Party's share of production not excepted by Article lILD.

In the case of any reworking, plugging back or deeper drilling operation, the Consenting Parties shall be permitted to use, free of cost, all casing,
tubing and other equipment in the well, bul the ownership of all such equipment shall remain unchanged; and upon aband of a well aRer
such reworking, plugging back or deeper drilling, the Consenling Parties shali account for al) such equipment to the owners thereof, with each
party receiving its propariionate part in kind or in value, ess cost of salvage.

Within sixty (60) days afler the completion of sniy operation under this Article, the party conducting the operations tor the Conscnting Parties
shall furmish ench Non-Consenting Party with an inventory of the oquipinent in and connccted 1o the well, and an ltemized statement of the cost
of drilling, deepening, plugging back, tesling, completing, and equipping Lhe well for production; or, at its option, the operating party, in lieu of
an ilemized slatement of such costs of operation, may subniit a detailed stalement of monthly billings. Each nionth ihereafler, during the time the
Consenting Parties are being reimbursed as provided above, the parly conduuting the operations for the Consenting Parties shall fumish the Non-
Consenting Parties with an itemized statemant of all costs and Jiabilitics incurred in the operation of the well, together with a statement ol the
quantity of oil and gas produced from it and the amount of proceeds realized from the sale of the well’s working interest prediclion during the
preceding month, In determining the quantity of oif and gas produced during any month, Consenting Parties shall use industry acoepted methads
such as, but nol limited to, metering or periodic well tesis. Any amaount realized from 1he sale or other disposition of equipment newly acquired
in connection with any such operation which would have been owned by a Non-Canserding Parly had it participaled therein shall be credited
againsl the total wnreturned costs of the work done and of the equipment purchased in determining when the interest of such Non-Consenting
Party shall revert to it s above pravided; and if there is a credit halance, it shall be paid 10 such Non-Consenting Party.

Ifand when the Consenling Parties recover from & Non-C ing Party's rellnquished inlerest the rovided for above, the relinquished
interests of such Non-Consenting Party shall automatically revert to it, and, from and afier such reversion, such Nen-Cunsenting Party shall own
{he same intercst in such well, the material and equipsnent in or pertaining therelo, and the production thersfrom as such Non-Consenting Party
would have been entitled lo had it participated in the drilling, reworking, decpening or piugging back of said well. Thereafier, such Non-
Consenling Party shell be charged with and shall pay ifs proportionate part of the farther costs of the operation of said well in accordance with

the terms of this agreement and the A ing Proced| ttached hereto.
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The provisions of this Adticle shall have no application whatsoever to the drilling of the initial well desenbed in Asticle V1A except (a) os to
Article VILDL, (Option No. 2, it selected, or (b) as to the reworking, deepening and plugging back of such initisl weoll after if hus been drilled
to the depth specified in Anticle VLA, if it shall therealler prove 1o be a dry hole or, if initially plefed for production, ceases to produce in
paying quantities.

Stand-By Time: When a well which has been dnlled or deepened has reached its suthorized depth and all tests have been campleted, and
the results thercof furnished to the parties, stand-by costs incurred peading response 1o a party's nolice proposing a rewarking, desponing,

plugging buck or completing operation in such 2 well shall be chirged and bome as part of the drilling vr decpening of fon just completed
Stand-by costs subsequent to all parties responding, or expiration of the resp time pecmitted, whichiever first occurs, and prior Lo agreament
as to the partivipating inlarests of all C ingg Pasrties g to the terms of the second grammalical paragraph of Anticle VIB.Z,, shall be
charged to and borue as part of the propesed op tion, but if the proposal is subscyuently withdrawn | ol inzllicient participation, such

stand-by costa shall be allocated between the Consenting Pasties in the proportion each Consenting Party's interest ag shown on Exhibit “A" bears
10 the lotal interest as shown on Exhibit "A" of all Consenting Parties.

Sidetracking: Except as hereinafler provided, those provisions of this agr | apy to a “decpening” operation shall alse be
applicable t any proposal 1o dicectionally control and intentionally deviale o well from vertical w0 a6 1o chunge the bottons hole location (lierein
call “sidetracking™), unless dane to strnighten the hole or to drill around junk in the hole or because of sihee mechanical difficultios, Any party
having the right to pasticipate in & proposed sidetracking op that does ot own an mrerest in the affocted well boce at the time of the nolice
shall, upon electing to participate, tender to the well bore owners ils proportionate share {equal 1o its interest in the sidetracking opecation) of the
value of that portion of lhe existing well bore 1o be utilized ae follows:

IFthe proposal is for sidetracking an existing dry hols, reimbursement shall be on the busis of the actual costs incurred in the initial drilling
of the well down to the depth al which the sidetracking operalion is initiated,

Ifthe proposal is for sidelracking a well whick has previously produced, reimbursement shall be an the basis of the well’s salvable materials
and equipment down to the depth at which the sidetrucking operation is initiated, determined in accordance with the provisions of Exhibil “C™,
less the estimated cost of salvaging and the sstimated cost of plugging and ubandoning

[ the event that notice for & sidetracking oprration is given while the deilling rig 1o be utilized is on lncation, the response period shall be limited
1o forty-cight (418) hour, sxcluxive of Saturday, Sundsy and legal holidays, provided, however, any party may raquest and receive up to eight ()

sditional days after expiration of the forty-elght (48) hours within which to respond by paying for all stand-by time incurred duging such extended
response period, If mara than one party elects to tike such additiona! time 160 respond 1o lhe notice, stand by costs shall b allocated between the
parties taking additional time to respand on & day-to-day basis in the proportion each electing party's interest as shown on Exhibit “A”™ bears lo
the total imerest as shown on Fxdhibit “A" of all the electing parties. In all other insances he response period to a proposal for sideteacking shall
be limited to Lhirty (30) days.

TAKING PRODUCTION IN KIND:

Ench party shall take in kind or separately digpous of its proportionste share of all aif and gas produced from the Contract Area, oxelusive of
production which may bo used in development and producing operations and in prepanng the teeating oil and gas for marketing purposes and
production unavoidably lox. Any extra expenditure incurred in Lhe taking in kind or separate disposition by any party of ils prupo_uimne shluc of
the production shall be bome by such party, Ay party taking its share of prodhiction in kind shall be required to pay for only ita proportionate

share of such part of Operator’s surface facilities which it uses,
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Each party shall execute such division orders and conlracts as may be necessary for the sale of its interest in production from the Contract Area,
and, excepl as provided in Article VILB,, shall be entitled 1o receive payment diractly from the purchaser thercof for its share ol all production.

In [he ovent any party shall fail to make the arrangements nocessary to take in kind or separately dispose of its proportionate share of Lhe oil
praduced from the Contract Area, Operator shall have the right, subject 10 the revacation at will by the parly owning it, bul not the obligation, to
purchase such oil or sell it to others at any time and from time to fime, for the account of the non-taking party at 1he best price obtainable in the
area for such production, Any such purchase or salc by Operntor shall be subject always to the right of the owner of the production 10 exercise at
any time its right 1o take in kind, or separalely disposs of; its share of all oil not previously deliversd to a purchaser. Any purchase or sale by
Operator of any oLher party's share of il shall be only for such reasonable periods of time as are consistent with the minimum needs of the indusiry
under the particular circumstances, but in no event for a period in excess of one (1) year.

In the event one or more parties’ separate disposilion of ils share of the gas causes splil-stream deliverics to separaic pipelines and/or deliveries
which on a day-to-day basis for any reason are not exactly equal Lo a purty's respeclive proportionate share of tolal gas sales to be allocated to it,
the balancing or accounting between the respective actounts of the parties shall be in accordance with any gas balancing agreement belween the
parties berelo, whether such an agreement is attached as Exhibit “E”, or is & separatc agreement.

Access to Contract Area and Information:

Each parly shall have access to the Contracl Area at all reasonable times, at its sole cost and risk (o inspeci or abserve operations, and shall have
access at reasonable Limes to information pertaining to the developmeni or operation thereof, including Operator’s baoks and records relating
therelo. Operalor, upon request, shall furnish each of the other parties with copies of all forms or reports filed with govemmentul agencies, daily
drilling reports, well [ags, tank tables, daily gauge and run tickets and reports of stack on hand ot the first of each month, and shalf make available
samples of any sores or cutlings taken from any well drilled on the Coniract Area, The cost of gathering and furnishing information Lo Non-
Operator, other than that specificd above, shall be charged Lo the Non-Operator that requests the Information,

Abandonment of Wells:

Abandonment of Dry Holeg: Exvept for any well drilled or deepened pursuantio Article VLB.2., any well which has been drilled or deopened
under the terms of this agreement and is proposed to be campleted as a dry hole shall not be plugged and abandoned without the consent of all
parties, Should Operator, after diligen! effort, be unable to conlact any party, or should any party fail to reply within forty-eight (48) hours (exclusive
of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and abandon such well, such parly shall be deemed to have
consented to the proposed abundonment, All such wells shall be plugged and abandoned in accordance with applicable regulations and at the cost,
risk and expense of the parties who participated in the cost of drilling or decpening such well. Any party who objects 1o plugging and abandoning
such well shall have the right to take over the well and conduct further operations in saarch ot oil and/or gas subject 10 the provisions of Article
VLB,

Abandonmant of Wells that have Produced: Except for any well in which a Non-Consent operation has been conducted hereunder for which
the Consenting Parties have nat been fully reimbursed as herein provided, any well which has been completed as a producer shall not be plugged
and abandoned without the consent of all parties. [Fall parties consent 10 such abundonment, the well shall be plugged and abandoned in accotdance
with applicabie regulntions and at the cost, risk and expense of all the parties hereto, If, within thirty (30) days afler receipt of notice l'the proposcd
shandanment of any well, all parties do not agree to lie abandenment of such woll, those wishing to continue its-operation from the interval(s) of
the formition(s) then open to production shall terder to cach of the other parties its proportionaie share of the value of the well’s salvable matcrial
and equipmont, determined in accordance with the provisions of Exhibil “C™, less the eslimaled cost of salvaging and lhe estimated cost of plugging
and abandoning. Each abandoning party shall assign the non-sbandoning parlies, without warranty, express or implicd, as to titlo or s 10 quanlily,
or fitness for use of the aquipment and malerial, all of its interest in the wel) and rclaled equipment, Logether wilh its interest in the lensehold estate
5 1o, but only as to, the interval or intervals of the formation or formalivns then open to production. If the interest of the abandaning party it or
meludes an oil and gas imeren, such party shall execute and deliver 10 the non-abandoning party of parties an oil and gas leass, limited to the
intervel or intervals of the formation o formations then open to production, for a term of eie (1) year and 5o long therealler as oil andfor gas is
produced from tho interval or intervals of the formation or formations covered therehy, such lease to bo on the forim attached as Exhibat “B", The

assignments of leaxes so limited shall encompass the "drilling unit™ upon which the well is located. The pay hy, and the assigr or leasos
1o, the assignees shall be in a ratjo binsed upon the relationship of their respective percentage of participation in the Contract Area to the apgregate
ol the pereentagés ol participation in the Contract Area of all assigneés. Thare shall be no readj af'i in the ining portion of the
Cotitracl Area,

Theresfler, abandoning parties shall have no further respenaibitity, lisbility, or interest in the oporation ol ok production from the well inthe intarval

o intervals then open otlier than the royalties retained in any lease mude under the tecms of this Asticle. Upon request, Operator shall cominue to
apetate Uis assigned well for the account of the nen-abandoning parties at tha rates and charges ploted by this agr , plus any ndditional
cust and charges which may arise as the rosult of the separate ownership of the assigned well, Upon proposed aband of the producing

interval(s) assigned or lcased, the assignor or lassor shall then have the option lo repurchase ils prior mterast in the well (using the same valuation
formula) aud participate in further operations thorein subject to the provisions hereof.

3. Abandonment of Non-Congent Operations The provisions of Asticle VLE 1. or VLE2 above shall be applicable as berween C

Parties It the event of the proposed aband, of any well ped fram said Aticles; provided, however, no well shall be permaneatly phigged
and abandoned unless and until all parties Having the right to conduct furthier operations therein have heen notified of'the proponed ahand i
and afforded the opportunily to clect 1o take over the well in accordance with Lhe provisions of this Anicle VLE,

EXPENDITURES AND LIABILITY OF PARTIES

Liwbllity of Parties:

The liability of tho purties shall be several, vot joint or collective, Each panty shall be responsible only for itu abligations, nnd shali be linble only
for its propurtionate shise of the costx of devoloping and operating the Comtract Area. Accordingly, the lions granted ameng the parties in Article
VLB, ure given to seoure only the dobis of each severally. It is nel the infention of the partics to create, nor shall this agreement be consrued as
creating, e mining or other parlnership or association, or to cender the parties liable as pariners.

Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its ol and pas cights in the Contraet Ares, and a securty interest in its share of ail andfor gas
whon oxtracted and its interest in all cquipmeit, 1o secure payment of'ite share of expense, together with interest thereon at the rate provided in
Sxhibit "C". To the extent that Cperstor has a security interest under the Uniform Conmnercial Cade of the atate, Operator shall be entitled to
exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the obiai ing, of judgs by Op for lhe
secured indebtodness shall not be deemed an eloction of remedics o ofherwise affect the lien rights or security interest as security for the payment
Ihereol, Tn addition, upon default by any Non-Operator in the payment of its share of expense, Operator shall have the right, without prejudice 1o
ather rights or remedies, to collact from the purchater the proceeds from the sale of such Non-Operator's share of oil and/or gas until the amount
owed by sueh Non-Operator, plus interest, has been paid. Ench purchaser shull be entitled (o rely upon Operatar’s written slatement conceming
the amount of uny default. Operator grants a like lion and seeurity imerest to the Non-Operalors 1o secure payment of Operatot’'s proportionate
share of expense

If any party fails or is unable 1 pay its share of expense within sixty (60) days after rendition of a statement therefor by Operator, the non-
defaulting parties, including Operator, shall, upon request by Operator, pay the unpaid amount in lhe proportion that the interest of each such
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party bears to the interest of all such parties, Each parly so paying its share of the unpaid amount shall, 1o obtain reimbursement thereol, be
subrogated to the security rights described in the foregoing paragraph.

Paymenis and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge sxpenses incurred in the development and operation
of the Contracl Area pursuant to this agreement and shall charge cach of the parties hereto with their respective proportionate shares upon the
expense basis provided in Exhibit “C”, Operator shall kecp an accurate record of the joint account hereunder, showing expenses incurred and
charges and credits made and received.

Operalor, at its eleclion, shall have the right from time to lime to demand and receive from the other parties payment in advance of their respective
shares of the estimated amount of the expense to be incurred in operations hereunder during the next succeeding moath, which right may be
exercised unly by submissian 1o each such party of an itemized of such esti d exp together with an invoice for its share thereof.
Esch such stalement and invoice for the payment in advance of esti d exp 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 invoice
is received. Ifany party fails to pay its share of said estimate within said time, the amount due shall bear imercst as provided in Exhibit "C" until
paid. Proper adjustment shall bs made monthly b d and actual to the end that each parly shall hear and pay its proportionate

share of actlual expenses incurred, and no more.

P

Limttation of Expenditures:

Drill o Deepion: Without the consent of all parties, no well shall be drilled or deepened, except any well drilied or deepened pursuant to
the provisions of Article V[.B.2. of this agreement. Consent to the drilling or despening shall include:

o Qption Ne, 1; Al accessary expenditures for the drilling or decpening, Lesting, pleling and equipping of the well, including necessary
tankago and/or surface facilities.
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Rewark or Plug Back: Without the consent of all parties, no well shall be roworked or plugyed back excep! a woll reworked or plugged
back purauant to the provisions of Article VI.BL2 of this agreement. Consent 1o the reworking or plugging back of a well shall include all
ex i conductiog such operations and completing and equipping of said well, including necessary lankage and/or surfaco

3
facilities.

Other Opernligns; Without the consent of all parties, Opzeator shall not undertake any single project reasonably estimated to require an
expenditure in excess of $30,000,00 oxcopt in connection with a well, ihe drilling, king, deepening, completing, pleting, or pluging
back of which has been previously authorized by or g to this agr provided, | , that, in case of explosion, fre, flood or other
sudden emergency, whether of the same or dilferent nature, Operator may take such steps and incur such expenses as bn il opinion are required
to deal with the gency to safeguard life and property but Operator, as promplly ss possible, shall report the canergency 10 the ather parties.
I Operator prepares an authority for expenditure (AFE) for ils own use, Operator shall furnish any Non-Operator 1o requesting an information
copy thereal for any single project costing in excess of $25,000 but less than the amount first 21 forth above in Uiis parsgraph.

Rentals, Shut-in Well Payments and Minimum Royalties:

Rentals, shut-in well pay and mini yaltics which may be required under the terms of any lease shall be paid by the puty or partics
who subjected such lease to this agrecmant al ita of their expensa. In the event two or mere partiey own and have contributed interests the same
leaso to this apreement, such partics may designate one of such parties to make said payments for and on behalf of all such parties. Any party
may request, and shall be entitled 1o reccive, proper evidence of all such payments. In the event of faiture (o make proper payment of any rontal,
shut-in well payment or minimum royalty through mistake or oversight where such p is required 1o continue the lease in foree, any loss
which results from such non-payment shall be bome in sccordance wilh the provivions of Article VB2,

Operatoe shall notily Non-Operator of the anticipated completion of a shut-in gav well, or the shulting in or retumn Lo production of a producing
gas well, at least five (5) days (oxcluding Saturday, Sunday and legal holidays), or at the earliest opp ity permitted by ¢ priot
to taking such action, bul assumes no liability for failure to do so. In the event of filuee by Operator to 1o natify Non-Operator, the loss of any
leass contributed hercto by Non-Oporator for failure to make timoly payments of any shiwd-in well payment shall be borme Jointly by the parties:

hereto under the provisions of Arlicle IV.B.3

Taxes:

Baginning with the first calendar year afler the effective date hereef, Operator shall render for ad valorem tnsetion all property wubject 1o this
agreenent which by law sheuld be rendered for such Laxes, and it shall pay all such taxes assessed thereon belore they become delinquent. Prior
1o the readition date, cach Noa-Operator shall firnish Operator information as 1o bundens (to includo, but not be limited 1o, royaltics, overriding
royallics and p ion pay on | d oil and gas ] by such Non-Operatoe, I1th dval fany leasehold
estale is roduced by reason of its bieing subject 10 oulstanding excess royallies, overniding royalties or production payment the reduction in ad

I taxes resulting therofrom shall inure (o the benelit of the owner or awners of such Ieasohold estate, and Operator shall adjust the charge
10 such owniee of wniers $0 &5 (o reflect the benefit of such reduction. 'the 3d valotom taxes arc based in whole or i part upon separate valustions
of each party”s working interes, then notwithstanding anything fo (he contrary lertin, charges to the joint sccount shall be made and paid by the
partiee hereto in accordance with the tax vatie generated by each party’s working imerest, Operator shall bill the wiher panties Tor their
proportionate shares of all tax payments in the manner provided in Exhibit “C",

If Operator 1 any tax improper, Opeeator may, ot its discretion, protest within the time and matiier pn_am‘htd by law, and
prosecute the protest to a finul determination, unless all parties agree to sbaudon the protest prior to final & ination. During the pead of
dministrative or judicial p dings, Op may elect 1o pay, under protest, all such 1axes and any intereat and penally, When any such

prolested assessment shall have been finally determined, Operator shall pay the tax for the joint account, together with any interest and penally
accrued, and the total cost shall then be assessed against the parties, and be paid by them, as provided in Exhibit "C",

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect to tha production
or handling of such parly’s share of oil and/or gas produced under the terms of this agrcoment.

Insurance:
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A all times while operations are conducted b der, Operator shall comply with the werkmen's compensation law of the ale where the

perations are being conducted; pravided, b , that Operator may be a slf-insurer for Hability under said compensation laws in which evant
the only charge that stull be made to the joint sccoun shall bo 28 provided in Exhibit “C", Operator shall alsa cary or provida insurance for the
benefit of the joint account of the parties as oullined in Bxhibit D", atached to and made 3 part heveof. Operator shall requirs all contractors
engaged in work on or for the Conlract Atea to comply with the workmen's compentation law of the state where the operations ars being
conducted and to maintain such other insurance as Operator may reguire.

In the event automobile public liability insurance is specified in said Exhiibit “D", or subsequently receives Lhe approval of the parties, no direct
charge shall be mado by Operator for premiums paid for such insurance for Operator's sutomative equipment.

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
Surrender of Leases:

The leases covered by this agreement, insofar as they embrace acreage in the Contract Areas, shall not be swrrendered in whole or in part unless
all parties consent thereto,

Howaver, should any party desite to surrender its interest in any lease or in any poction thereof, and the other paties do not sgree or cansent
theeeto, the party deairing to surcender shall assign, without express of implied warranty of title, all of ite infereat in such leare, or portion thereof,
and any well, matorial and oquipment which may be located thereon and any rights in production thereafler secured, to the parties nol consenting
1o wuch surrender. 1€ the interast of the assigning party is or includes an oil xnd gas interest, the amigning party shall execute and deliver o the
party of parties not consenting to such surrender an ol and gas lease covering such oil and gas interent for a term of one (1) year and so loog
{heeealler an oil and/or gas is produced fram the land coverad thereby, vuch lease fo be on the form attached hereto as Exhibit “B". Upon such
assignment of lease, the assigning party shall be relieved from all obligations thereaft ing, but not th fore sccrued, with respect to the
intarest assigned or leased and tha operation of any well attributable thereto, and the assigning party shall have no further interest in the assigned
or leased premises and its equip and production otber than the royalties retained in any lease made under the terms of this Anicle. The party
nsvignoe or lessee ahall pay to the parmy assignor or lessor the reasonable salvage valug of the latter’s interest in any wells and equipment

ibutable to the assigned or loased ge. The value of all material shall be d ined in dance with the provisions of Exhibil “C", less
the extimated cost of salvaging and the estimated cost of plugging and abandoning. (Fthe assignment or lease ia in favor of moce than one party,
the interest shall be shased by such partics in the proportions that the interest of cach bears to Ihe total interest of all such panties.

Any assig lease or ter made under this provision shall not reduce or change the xsignor's, lowsor's o sumrendenng panty's inlerest
an it was immediately before the assip t, lease or der in the balance of the Contiact Ares; and the screape assigned, leased or
dered, and sub 1 tions therean, shall not therealler bo subject to the terma and provisions of this agreement.
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Acreage or Cash Contr
While this agrezment is in force, if any party fora ibution of cash 4s the drilling ol'a wall or any oiher speration on the Contradt

Area, such contribution shall bo paid to the panty who conducted the dnlling or vther operation and shall be applied by it agains the cost of such
drilling or other operation. 1T the comribution be in the forny of acreage, the pany lo whom the ibution 1& made shall prompily wnder an
1 of the ge. without y of title, to the Drilling Parties in the proportions said Drilling Parties shared the ¢om of drilling the
well, Sueh acreage shall becoma a separate Comract Area and, 10 the axent possible, be g d by provisions identical to this agreement. Ench
party shall promptly notify all ather panties of any acreago or cath contribulions it may oblain in suppon of any well or any other opetation on the
Contract Area. The above provisions shall also be applicable to optional rights to cam acteage outside the Contract Area which are in support of s
well drilled inside the Contract Area. If any pasty contracts for any consideration relating to disposition of such party’s sharo of substances produced
such ideration shall not be d da ibwtion s plated in this Article VIILC. s poragraph shiall ot by applicatis b

the sontribytin ot aersane by iy ontribetig satics towand e pitial or Subspitiite Lest Well.

Maintenance of Uniform Interests:

For the purpose of malntaining unifarmity of ownership in the oil and gss leanehold i d by this agr 1, no pasty shall sell,
encumber, transfer or make other disposition of its interest in the leasos ambmced within the Conlract Ared and in wells, equipment and production
unless such disposition covers either:

the entire inferest of the party in all leases and equipment and production; or
an equal undivided imerest in all fenses and cquipment and production in the Contract Area.

Every such sale, encurbrance, transfer or other disposition madc by any perty shall be made expressly subject to this agreement and shall be
made without prejudice 10 the right of the other partics.

1f; at any time the interost of any party is divided amang and owned by fodr or more co-owners, Operator, At its discretion, may require such co-
owiers to appoint a singlo trustee or sgent with LIl autherily to récive notices, approve oxpenditures, receive billings for and approve and pay
such party's thare of the joint expensey, and to deal generally with. and with power to bind, the co-owners of such party's imerest within the
scope of the operati beaced in this ags ho , all such coson shall have the right 1 enter into and execute all contracts or

g ta for the disposition of their vespective shares of the oil and gas produced from the Cantract Area snd they shall have the right to
receive, sepasately, payment of the sale proceeds thereof.
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Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is loceted, cach party hereto owning an undivided interesi in
the Contract Area waives any and ail rights it may have 10 partition and have sel aside 1o it in severaity its undivided interest therain.
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INTERNAL REVENUE CODE ELECTION

This agreement is not intended Lo create, and shall not be consirued to create, a relationship of partnership or an association for profit between or
among the parties herelo. Notwithstanding any provision herein ihat the rights and Jiabilities hereunder are several and not joint or collective, or
that this agreement and operations hereunder shall not constitule a partnership, if, for federal income tax purposes, this agreement and the
operations hereunder are regarded as a parinership, cach party hereby afected lecls to be excluded from the application of all of the provisions
of Subchapter “X”, Chapter 1, Subtitle “A”, of Ihe {nternal Revenue Code of 1954, as permitted and authorized by Section 761 of the Code and
the regulations promulgated thereunder. Operator is authorized and directed lo execute on behalf of each party hereby affected such evidence of
this election as may be required by the Secrelary of the Treasury of the Uniled Siates or lhe Federal Internal Revenue Service, including
specifically, but not by way of limitation, all of the returms, statements, and the dala required by Federal Regulations 1.761. Should there be any
requirement that each party hereby affected give further evidence ofthis election, each such party shall execule such documents and furnish such
other evidence as may be required by the Federal Internal Revenue Service or as may be necessary 1o evidence this election. No such party shall
give any notices or 1ake any other action inconsistent with the election made hereby. If any present or future income tax laws of the state or slales
in which the Contract Area is located or any future income tax laws of the Uniled States contain provisions similar 1o those in Subchapter “K”,
Chapter 1, Subtitle “A”, of tbe Internal Revenue Code of 1954, under which an election similar to thal provided by Section 761 of the Code is
permitted, each party hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing election,
each such party states that the income derived by such party from operations hereunder can be adequalely determined without ihe computation
of partnership laxable income,

CLAIMS AND LAWSUITS

Operator may settle any single uninsured third party damage claim or suit arising from operalions h der if the expenditure does not
exceed filly thyusand dollars ¢ $50.000,00}-and if the payment is in complete settiement of such claim or suit. If the amount required for
settlement exceeds the above amount, the parties hercto shall assume and lake over the further handling of the claim or suit, unless such authority
is delegated to Operator. All costs and expenses of handling, scitling, or othcrwise discharging such claim or sui shall be at the joinl expense of
the parties participating in the operation from which the claim or suit arises, If a claim is made against any party or it any party is sued on account
of any matler arising from operations hereunder over which such individual has no control because of the righls given Uperator by this agreement,
such party shall immediately notify all other parties, and the claim or suit shali be troated as any other claim or suit involving operations heceunder.

FORCE MAJEURE

If any party is rendered unable, whoily or in part, by force majeure to carry out its obligations under this agreement, other than the obligation to
make money payments, that party shall give to all other parties prompt written notice of the force majeure wilh reasonably full particulars

co ing it; thercupon, the obligations of the party giving the notice, so far as they arc alfected by the force majeurs, shall be suspending during,
but no longer than, the continuance of the force majeure. The affected party shall use all reasonable diligence to remove the force majeure situation
as quickly a» practi The requi that any force majeure shall ba died with all ble dispatch £hall nol require the settlement

of strikes, lockouts, or other labor difficulty by the party involved, contrary 1o its wishes; how all such dilliculties shall be handled shall be
entirely within the discretion of the party concemned. The term “force majeure”, as here employed, shall mean an act of God, sirike, lockout, or
other industrial disturbance, act of the public enemy, war, blockade, public riot, lightning, fire, storm, flood, explosiui, governmental action,
governmental delay, restraint or inaction, unavailability of equipment, and any olher cause, whether of the kind specifically enumerated above or
otherwise, which is not reasonably within the control of the party ¢laiming suspension.

NOTICES

All notices authorized or required between the parties aud required by any of the provisions of this agrecmont, unless otherwise specifically
provided, shall be given inwriling by mail or telegrun, postaga or charges prepaid, or by telox or telecapicr and addressed o the parties to whom
the notica is given al the addresses |isted on Exhibit “A”. The originating notice given undee any provision hereof shall be deemed given only
when receivad by the party to whom such nolice is directed, and the tims for such party to give any nolico In responye thereto shall run from the
date Whe originating notice is received, Thesecond or any respansive notice ahall e doamed given when deposited in the mail or with the telegraph
company, wilh pestage of charges propaid, or sent by telex or telocopier. Each party shall have tho right to change its sddress at any lime, and
from time 10 time, by giving writlen notice thereof 1o all other parties.

TERM OF AGREEMENT

This agreement shall rematn in full force and effeet as to the oil and gas leases unidfor oil and gas interests subject hereto for the peviod of time
selected helow; provided, however, no parly hereto shall ever ba construed as having any right, tille or interést in of 1o any lense or ol and gas
interesi contributed by any other party beyand the term of this agreement,
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o Qption No, 2: In the evont tha well described in Arficle VLA, or any subsequent well drilled under any provision of this agreement, resalts in
production of ol and/or gas in paying quantities, this agreement shall continue in force so long as any such well or wells produce, oc are capable
of production, and for an additional period of 180 days from tion of all production; provided, however, i, prior to the expiration of such
additional period, one or more of the pastics hereto ara engaged in drilling, roworking, deepening. plugming back, testing or attempling to complete
8 well or wells ) der, thix ag shall continue in force until sich operations have been completed and if production results thersfrom,
thin agr i shall intse in force as provided herein. In the event the well described in Anticle VILA., o any subsequent well drilled hereunder,
results in a dry hole, and no vther well is producing, or capable of producing oil andoc gas from the Contract Area, this agreement shall terminate
unless drilling, decpening. plugging back or king operations are d within 120 days fram the dats of'absndonment of mid well. It
is agreed, b . that the termination of this agr shall not relieve any panty hiereto from any linbility which has scenied or attuched prior

10 the date of such termination,

COMPLIANCE WITH LAWS AND REGULATIONS
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Laws, Regulations and Ordery:

This agrecment shall be subjest to the cantervation laws of the state in which the Contract Ares is locaied, to Lhe valid ruley, regulations, and
orders of any duly constituled regulntory bady of said state; and to all ather spplicable federal, state, and local laws, ordinamees, mles, rogulafions,
and orders.

Governing Law:
This agreement and all matters palummg hereto, inchuding, but not limited to, matters of perfi i broach, i
procedures, rights, dutics, and interp of ion, 1hall be g dand iived by the law of the u.nle m which the Conlract Area

Is located. If the Contract Arel is in two or more states, the low ol'\lle atato of New Moxico shall govern.
Regulatory Agencies:

Nothing herein coutained shall grant, or be construed to grant, Operator the rdght or authonly to waive o release any rights, privileges, oc
obligations which Non-Opetators may have und« federal or state laws or under rules, regulations or erders p Igated under such laws in

reference Lo oil, gas and mineral operali Iuding the peration, or production of wells, on tracty offselting or adjacerl ta the
Conlract Area.

With respect to operations b der, Non-Op agree o release Operator from any and all losses, damages, injuries, claims and causes of
action anging out of| incident to of tmhma duully o indisectly from Operator’s interpretation o applieation of rules, mlings, regulations or
oeders of the Department of Encrgy o pred (o the extent such interpretation or application was made tn good it

Each Nan-Operator further ugrees to mmlmu Opmlof for any amounts Ipplicuhlc to !uﬂl Non-Operator”s shase of production that Operator
may be required to refund, rebate or pay av a result of such an | ct interp or applicali gether with interest and penaltics theroon

owlng by Operator as a result of such incorrect interpretation or application,

Mon-Operators authotize Operator to prepare and submit such documents ss may ba required 1o be submitted to the purchaser of any civde il
sold hereunder of 16 any other person of enlily pursuant to the requirements of the “Crude Ol Windfall Profit Tax Act of 1980", as sarnc may be
amended from time to time (“Act™), and any valid regulations or rules which may be issed by the Treasury Department from time 1o time
pursuant to said Act, Each party hereto agrees to famich any and all cenifications or other inft jon which is regquired 1o be fumished by said
Act in a timely manner and in sufficient deisil to penit compliance with said Act.

OTHER PROVISIONS

Notwithstanding any provisions contalned hereln to the contrary, the parties hereto agree as follows:

A. Non-Operators authorize Operator to recelve, and direct all product purchasers to pay to Operator, all proceeds of production
from or attributable to the Contract Area. As evidence of this authorlty, all products purchasers may rely solely on a copy of this
provislon, authenticated by Operator, in liau of the need for any additlonal consents or transfer arders from the Non-Operators. While
Operator I8 recelving all pr ds of production, Operator obligates ltself to make paymenls of all Working and Royalty Interest

Revenues attributable to the Interesis covered hereby.

B. Any party creating the necessity for separate measurement faclitties shall alone bear all costs of such facillties. Any party using
separate production measurement facliities shell keep accurate records of such production In accordance with applicable slate and
federal regulations, and upon Operstor's request, under the terms of this agreement or any agreement executed in conjunction with
this agreement or any agreement executed In conjunctian with this agreement, true and complete copies of said records shall be
furnished to Operator. Said production records supplied to the Operator shail be Ireated as confidentlal information and shall be used
by Operator anly to the extent necessary te fulfll its duties as Operator.

C. Allcosts and expenses Incurred by Operator in securing attormneys, geclogiste, engineers, exhiblts and related documentation,
for the preparstion and filing of material relative to the sale of oil andfor gas shall be bome by all partles in accordance with their
respective (nterests as set forth on Exhibit *A”, attached hereto and made a part heraof.

D.  Allcosts and expenses Including fees and expenses of attorneys and consultants incurred by Operator which may arise due to
olher operators In the area applylng for non-standard locatlons andfor other regulatory hearings shall be bome by all parties in
accordance with their respective Interests as set forth on Exhloit “A*, attached hereto and made a part hereof.

E. The parties hereto agree to execute a Notice of Joint Operating Agreement Lien [n the form of Exhiblt "F” to this agreement In
order to permit perfectlon of the hereinabove described securlty Interests by placing sald NOTICE of recard in the county in which the
Contract Area Is located and In accordance with the Unlform Commercial Code of lhe State In which the Conlract Avea Is located.

F. It a party to this agreament efects not to participate In a proposed op tion or, If a ting party fails to timely pay its share
of the costs Involved in such oparation, and is determined to be a non-participaling party, such party shall not have access to or be
entitlad to receive well Information with ragard to operations conducted on the Conlract Area

Q. Priority of Operations — Horizontal Wells: Notwithstanding enything else in this agreement to the contrary, It is agreed that where
a horlzontal well subject to this agreement has been drilled to the objective displacement and the Consenting Parties cannot agree
upon the sequence and timing of further operalions regarding such horizontal weil, the following shall control the order of priority of

further operatlons:

First: Complete drilling aperations of ail proposed laterals;

Second: Extension or deepening of any lateral;

Third: Kick out and drlli an additional lateral In {he same zone;
Fourth: Attempt a completion in a lateral, including testing and logging;
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Fifth: Plug back the well to a zone above the zene in which a lateral was drilled; if there is more than one proposal to plug back,
the proposal to plug back to the next deepest prospecilve zone shall have priority over a proposal to piug back to a shallowsr
prospective zone; and

Sixth: Plug and abandon as provided for in Arlicle VI.E;

Provided, howaver, that if at the time the Consenting Partles ere considering any of the above, the hole or equipment is in such
a condition that Operator recommends not to duct the parti co plated operation Involved for fear of placing the hole,
aquipment and/or objectlve zone in Jecpardy, or result In the loss of any or all of them prlor to completing the horizontal weli in the
objective 2one, such operation shall be ellminated from the prioritles set forth above. With regard to proposals for additional logping,
coring or testing, If any, but not all, of the parties entitied to make elactions to the proposals elect to pay the costs thereof, they may
do 80, and the only penalty to any party ihat elects not to pay such costs [s that It shall not be entitled to the corresponding logs, cores
or resulis of tests or any analyses of them without the consent of all partles who participeted in the additlonal logging, coring or testing.

H.  Priority of Operations ~ Vertical Wells: Notwithstanding anything else in this agreement to the contrary, It Is agreed that where
a vertical well subject to this agreement has been drilled 1o the objective displacement and the Consenting Partles cannot agree upon
the sequence and timing of further operatlons regarding such vertical well, lhe following shall control the order of priority of further

operations:

First: Addltlanal testing, coring or logging;

S d: Completion pls without plugging back in ascending order from deepest to shallowest depths;

Third: Sidetracking in the order of least devlation from the eriginal bottom hole locatlan to the greatest deviation;
Fourth: Deepening of well below the authorized depth in descending order from shallowest to the deepest depths;
Fifth: Plugging back and oompletion attempta In ascending order from the deepest to the shallowest depths; and
Sixth: Piug and abandon as provided for (n Arlicle VI.E;

Pravided, however, If at any time when proposais of any of the above operatlons are being considered, the hole or equipmant
18 In such a condition thal Operator recommends nof to conduct one or more particular aperations because they might put the hole,
equipment and/or objectlve zone in jeopardy, or result in the lass of any or all of them, such operallon shall be eliminated from the
above order of priority, With regard to proposals for additional logging, coring or testing, if any, but not all, of the parties entitied to
make elections to the propasals elect ta pay the costs thereof, they may do so, and the only penalty to any party that elects not to pay
such costs Is that [t shall not be entitied to the corresponding logs, cores or resulls of tests or any analyses of them without the consent
of all pariles wha participated In the addltional logging, coring or testing.
I Parties hereto recognize thal Percussion Petroleum Operating, LLC and St. Devote LLC are wholly owned subsidiaries of

Percusston Petroleum, LLC, and, notwithslanding anything contained herein to the contrary, agree to Percussion Petroleum Operaling,
LLC serving as Operator of this agreement aven though It owns no leasehold interest committed to this agreement; such leasehold

interest, however, being owned by St. Devate LLC,

J. It Is agreed and understood this agreement shall supersede and replace any other operating agresement(s) to which any of the
parties hereto are subject to, and which cover any portion of the Centract Area of this agreement, but insofar, and only insofar, as this
agreement pertaina to any horizontal wella drilled therein, including, but not limitedto, any other wells drilied to support or test concepts
(i.e. mlcra selsmic wells, pliot holes wells) pertaining to such horlzontal wells, drilled from and after September 14, 2018 In said

Coniract Area during the term of this agreement.
K.  Operator shall comply where applicable wilh the fellowing clauses contalned In 4t CFR:
60-1.4(a) (Equal Employment Opportunily);

1-12.80310 (Certifcation of Non-Segregated Facilities);

60-250 (Employment Opportunity for Veterans);

60-741 {Employment Opportunity for Handicapped Individuals);
1-1.710 (Subcontracting With Small Business Concerns),
1-1.805 (Subcontracting With Labor Surplus Area Concerns);

1.1.1310 {Subcontracting With Minority Business Enterprises);

These clauses are incorporated hereln by reference If and to the extent applicable to this contract by law, executive order, or
regutation. Operalor represents that he Is in compliance with the reporting requirements of 41 CFR 60-1.7 and the Afirmative Action
Program requirements of 41 CFR 60-1.40 and 60.2.

L. Notwithstanding anything ta the contrary, the “drillsite” and "contract area" also refer to the well pad and drilled/drilling lateral to
drill to and through offset Seclions to accass and praduce lands within the 8/28/2 of Section 28 and SE/4SE/4 of Section 29 of
Township 18 South-Range 26 East, Eddy County, NM.
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MISCELLANEOUS

This agreement shall be binding upon and shall inure 1o the benofit of the parties hereto and 1o their respactive heirs, devisees, legal representatives,

successors and assigns.

This instrument may be executed in any number of counterparts, each of which shall be convidered an original for all purposes,

IN WITNESS WHEREOF, this agreement shall be effective as of October 31, 2018.

Stan Mitchell, who has prepared and circulated this form for exeoution, represents and warranis that the form was printed from and with the
exception listed below, is identical to the AAPL Form 610-1982 Model Form Operaling Agreement, as published in computerized form by
ContraciRoom. No changes, alterations, or modifications, other than those in Articles 1. A, [[l. B.1., V, B,1 & B.2,, VL.A,, VIII B,,.C. & F., have

been made 1o the form.

Pencusarn Potrolowm Opermnng, 11U

D149 Milan

Hougtun, IS 77002

Ry:

Print:

As:

S Devate LLC

Monston, T0% 27002

v

Paint:

A4

FOG ¥ Revouris, e,
10-t Sonili 4th Street
At NAMXELG

Ay

Prigt

As:

Mewboume Development Corporation
PO, Box 7698

Tvler, INT$71)

iy

Proot

Tyler, TX 75711

By
Print
As

Gendron Rev. Liv, Trust
380 Abbey Road
Indiane, PA 15701

By

Lring;

A

OPERATOR

NON-OPERATORS

Mewboume Qfl Campany
P.0. Box 7698
Tyler, TX 75711

Bv:

i

A

Mewboume Bnerpy Partners 09-A LP,
P.O. Box 7698

Tuler. X 78718

Dy

Print.

Ay

CWM 2000-B Ltd
P.O. Box 7698

Tyler, (N 75711

3MG Corporation
£.0,7698
Tyler, TX 75711

Dy

404 W. 27" Street
Houston, TX 77008

By

Pt

As
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Unknown Heirs of Emie Bello, Des’d
1570 Alwea Drive
Henolulu, HI 96317

3

5

FE

Sanford J. Hodge

3500 Maple Ave., Suite 1165
Dallas, TX 75219

By

Priot:

As:

Nearburg Exploration Compn.ny’ L.C.e.
P.0. Box 823085

Dallas, TX 75382-3083
. TDANE DRV
w COv [(eo

Space Building Carporation

P.O. Box 283
East Traunion, MA 02718

Oy:

Print:

s

Robert B, Bunn Rev, Liv. Trust
¢/0 Robert B. Bumn
Address Unknown

By:

ot

AN

E.G. Holden Tesl. Trust o/o James T, Farrell
2503 Green Street
San Prancisoo, CA 94123

Ly,

Heirs of Dr. Isaac A. Kawadaki, Deo’d
734 Kalanipuer Straet
Honolulu, 11 26825

405 Howard Street
San Francisco, CA 94105

iy

Pom:

Ag

J. Fredrick Van Vrankesn, Jr
950 Regency Square, Apt, 202
Vero Beach, FL 32967

By

Print:

As:
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Exhibit “B”

ATTACIIED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED OCTOBER 31 OF 2018, BETWEEN PERCUSSION
PETROLEUM OPCRATING LLC, AS OPERATOR, AND ST. DEVOTE LLC, ET
AL, AS NON-OPERATORS

0Oil & Gas Lease

THIS AGREEMENT made this  day of , between of , herein
called lessor (whether one or more) and . with an address of . lessee:

. Lessor, in consideration of TEN AND OTHER DOLLARS in hand paid, receipt o which is here acknowledged, and of the toyallies heremn
provided and of the agreoments of the lessee herein contained, hereby grants, leases and lots exclusively unto lessee for the purpose of
investigating, exploring, prospeeting, drilling, snd operating for and producing oil, gas and ited hydrocarbons, conducting sei
operations, jecling gas, waters, other fluids, and air into subsurthee strata, Inying pipelines, storng oil, butlding tanks, roadways, elephone
lines, and other structures und things thereon to produce, save, take care of, treat, process, store and (ransport said oil, gas and associated
hydrocarbons, the following described land in Eddy County, New Mexico, to-wit.

Said land is_eslimated to comprisg acres, whether it actually comprises more or less, sometimes hereinaficr referred to as “leased
pmnpsa”. This lease covers apd includes any interest which lessor may own in any streets, alleys, highways, railroads, canals, rivers or any
contiguous, adjacent or adjoining land to the leased premises,

2. Subject o the other provisions herein contained, this lease shall remain in force for a term of froun this date (called primary term)
and as long therealler as vil, gus or ted hydrocarbons is produced from said land ar from land with which said land is pooled.

3. The royaltics to be puid by lessee are: (a) on vil, and other liquid hydrocarbons saved at the well, 3/16th of that produced and saved from soid
land, sume to be delivered ot the wells or o the eredit of lessor in the pipeline to which the wells may be conneeted, or from tirite to fime, at the
option of lessee, lessee may sell the o1l produced and saved from aid loned nnd pay lessor 3/161h of the net 1 receividd by lessee, computed ol
the wellhead; (b) on ges, including cosinghead gas or other gaseous substunces produced from said land and uged off the premises or used in the
manuficture of gasolinc or other products, the market valus ot the well of 3/16th of the gas used, provided that on gas sold on or ofT the premises,
the royalties shall be 3/16th of the net amouni received by lessee from such sale: (e) and at any time when this lease 13 not validated by othwr
provisions hereol and there is o gas und/or condensate well on said lond, or land pooled therewith, but s or condensate is ol being so sold or
used and such well is shut-in, cither betare or after production therefrom, then on or betore 90 days after said well is shut-in, and thereafler at
annual intervals, lessee, or its designee muy pay or tender an advance shut-in royalty equal to $1.00 per net acre of lessor's gas acreage then held
under this lease by the party, or its designee making such payment or tender, and so long as said shul-in royalty is paid or tendered, this lease shall
not termunate and it shall be considered under sll clauses hereof that gas is being produced from the leased premises in paying quantities. Each
such payment shull be paid or tendered Lo the party or parties who at the time of such payient would be entitled to receive the royaltics which
would be paid under this lease if the well were in fct producing, The payment or tender of royaltics and shul-in royalties may be made by check
or draft, Any timely payment or tender of shut-in royalty which is made in a bona fide attempt to make proper payment, but which is erroncous in
whole or in part os to parties or amounts, shall nevertheless be sufficient to prevent termination of this lease in the same manner as though o
proper payment had been made if lessec shall correct such crror within 30 days aRer lessee has received written notice thereof by certified mail
from the party or parties entitled to reccive payment together with such written instruments (or certified copies thereof) as are necessary to enahle
lessee to make proper payment. The net amount received by lessee from the sale of oil, gas or assotiated hydrocarbons on or off the leased
premises shall be the Price established by the sales contract entered into in good faith by lessee and purchaser for such term and under such
conditions as are customary in the industry. “price” shall mean the net amount received by lessee after giving effect to applicable regulatory orders
and after application of any applicable price adjustments, including, but not limited to any costs associated with treating, processing, separating,
metering, transporting, compressing, and all other costs and expenses associated with handling the oil and/or gas between the wellhead and point
of sale,

4. This is a paid-up lease and lessee shall not be obligated during the primary term hereofto commence or continue any operations of whitsoever
character or to make any payments hereunder in order to moaintain this lease in force during the primary term; however, this provision is not
intended to relieve lessee of the obligation to pay royalties on actual production pursuant to the provisions or Paragraph 3 hereof.

5. Lessee is hereby granted the right and power, from time Lo time, (o pool or combine this lease, the land covered by it or any part or horizon
thereof with any other land, leases, mineral estates or parts thereof for the production of oil, gas and associated hydrocarbons. Units pooled
hereunder shall not exceed the standord proration unit fixed by law or by the Oil Conservation Division of the Energy and Minernls Department of
the Stute of New Mexico or by any ather lawful authonty for the pool or area in which suid Jund is situsted, plus o tolerance of ten percent. Lessee
shall file written unit designations in the county in which the leased premises are located and such units may be designated from ume toti |
either before or after the completion of wells. Drilling operations on or production from any part of any such unit shall be considered for all
purposss, except the payment of royalty, as operations conducted upon or production from the land described in this lease, There shall be allocated
to the land covered by (his lease included in any such unit that portion of the total production of pooled oil, gas or associated hydrocarbons from
wells in the unit, after deducting any used in lease or unit operations, which the net oil or gas acreage in the land covered by this lease included in
the unit bears to the total number of surface acres in the unit. The production so altocaled shall be considered for all purposes, including the
payment or delivery of royalty, to be the entire production of pooled oil, gas or associated hydrocarbons from the portion of said land covered
hereby and included in said unit in the same manner as though produced from said land under the terms of this lease, Any pooled unit designated
by lessee, as provided herein, may be dissolved by lessee by recording an appropriate instrument in the County where the land is situated at any
time after the completion of a dry hole or the cessation of production on said unil.

6. If at the expiration of the primary term there is o well upon said land capable of producing oil, gas or associated hydrocarbons, but lessee has
comumenced operations for drilling or reworking thereon, this lease shall remain in force so long as operations are prosecuted with no cessation of
more than 90 consecutive days, whether such operations be on the same well or on a different or additional well or wells, and it they resultin the
production of oil, gas or associated hydrocarbons, so long thereafter as oil, gas or associeted hydrocarbons is produced from said Jand. If, after the
expiration of the primary term all wells upon said land should become incapable of producing for any cause, this lcasc shall not terminate if lesscc
commences operations for additional drilling or for reworking within 90 days thereafler. If any drilling, additional drilling, or reworking
operations hereunder result in production of oil, gas or associated hydrocarbons, then this lease shall remain in full force so long thereafter as oil,
gas or associated hydrocarbons is produced hereunder,

7. Lessee shall have free use of oil, gas and waler from said land, except water from lessor's wells and tanks, for all operations hereunder, and the
royalty shall be computed after deducting any so used. Lessee shall have the right at any time during or after the expiration of this lease to remove
all property and fixtures placed by lessee on said land, including the right to draw and remove all casing, When required by lessor, lessee will
bury all pipe lines on cultivated lands below ordinary plow depth, and no well shall be drilled within two hundred feet (200f.) of eny residence or
bamn now on seid land without lessor's consent,

8. Whenever used in this leasc the “operations” shall mean any of the following: construction activities in preparation for and/or actual drilling,
tesling, completing, reworking, recompleting, deepening, plugging back or repairing of o well in search for or in an endeavor {0 obtain production
of oil, gas or associated hydrocarbons, whether or not in paying quantities,
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9. The rights of either party herounder may be assigned in whale or in part snd the provisions hercol” shall extend to their heirs, executors,
administrators, i izns, bul no change in the shipor'the land or in the ownership of, or nights to receive, royalties or shut-in
royallivs, | ¥ plished shall of toenlarge the ohligations or diminish the rights of"lessee: and no such change or division shall be
binding upon lessee for any purpose until 30 days aller lessee has beun fumished by certified mail at lessee's principal place of business with
seceplable nstruments or certified copies thercof constituting the chuin or'title from the original lessor. ICany such change in owiership occurs
through the death of the owner, lessee may, at its option, pay or tender any rovalties or shut-in royalties in the nume of the deccased or to hisestate
or the executor or sdministrator until such time as lessee has been fimished with evid isfactory to lessee a3 to the persons entitled lo such
sums. An assignment of this lease in whole or in pant shall, to the extent of such assignment, relieve and discharge lessee of ony obligations
heteunder and, If' lessee or assignee of part or parts hercof shall fil or make defiult in the puy of the proporti part of royalty or shut-in
royalty due from such lessee or assignee o nil to comply with any of the provisions of this [ease, such defaull shall not afteet this lease insofir s
it covers « part of said lands upon which lessee o uny nssignee thereol shall properly comply or make such payments.

10, Should lessee be prevented from complying with any express or implied covenant of this leuso, or from condueting drilling or reworking
operations hercunder, or from producing oil or gas hereunder by reason of searcity or inubility to obtain or use equipment or iaterial, or by
opertion of force majeure, or by any Fedeml o $tate law ar any onler, nule or regulution of govermmentnl authority, then while so prevented,
lessee's duty shall be suspended, and lessee shall not be liable for failure to comply therewithy; and this fease shall be extended while and so long
as lessee is provented by any such cause from conducting drilling or reworking operations or from producing oil or gns hereunder; und the time
while lessee is 50 prevented shall not be counted againsl lessee, unything in this lease to the contrary notwithstanding,

11. Lessor hereby warmnis and agrees to defend the title to said land and agrees that lessue at its option may dischurge any tax, mortghge or other
lien upon said land, and in the cvent lessee does 5o it shall be subrogated to such lien with the right to enforee smme and to apply royaltics ond
shut-in royaltics payable | ler toward satisiying same, Without impninment of lessee's rights under the warranty, it this lease covers o less
interest in the oil or gas in all or any part of said land than the entire and undivided fee simple estate (whether lessor's intenest is herein apecificd
or not) then the royalties, shut-in rayalty, and other payments, if any, aceruing from any part as 1o which this lease covers less than such full
interest, shall be paid only in the proportion which the i therein, if any, covered by this lease, bears to the whole and undivided fee simple
estale therein. Should any ane or more of the parties numed above as lessors fuil (v exceute this lease, it shall nevertheless be binding upon the
party or parties execuuing the same.

12, Lussee, its or his successors, heirs and assigns, shall have the right at any time to surrender this leise, in whole or in part, to lessor or his heirs,
successors, and assigns by delivering or mailing a release thercof to the lessor, or by placing n release thereof of record in the county in which said
land is situated: thereupon lessee shall b relieved from all obligations, expressed or implicd, of this agrecment as to acreage so surrendered, und
therealler the shut-in royalty payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said release or
releases,

IN WITNESS WHEREOF, this instrument is executed the day and year first above written,

By:
ACKNOWLEDGMENT
STATE OF g
COUNTY OF . !
The foregoing instrument was acknowledged before me this day of 5 by
Notary Public
Notary Seal:

Ex.AEx.4Pg.030



COPAS 2005 ACCOUNTING PROCEDURE
EXHIBIT "C"
ACCOUNTING PROCEDURE JOINT OPERATIONS

Attached to and made part of that certain Operating Agreement dated October 31, 2018, between Percussion Petroleumn
Operating, LLC, as Operator, and St. Devote LLC, et al, as Non-Operators,

GENERAL PROVISIONS - ACCOUNTING PROCEDURE

[F THE PARTIES FAIL TO SELECT EXTHER 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 ANY “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.

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 conlrols, is controlled by, or is under common control with that person. [n this
definjtion, (a) control means the ownership by one person, directly or indirectly, of more than fifty percent (50%) of the voting
securities of 4 corpuration 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 agresment, farmout agreemenL, or other contract between the Parties to which this Accounting
Procedure is attached.

“Controliable 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 recornmended by the Council of Petroleum Accountants Societies
(COPAS).

“Equalized Freight" means (he procedure of charging transportation cost to the Joint Account based upon the distance from the
nearest Railway Receiving Point to the property.

“Excluded Amount” means a specified excluded trucking amount most recently recommended by COPAS.

“Field Office™ means a structure, or portion of a structure, whether a temporary or permanent installation, the primary function of
which is to directly serve daily operation and maintenance activities of the Joint Property and which serves as a staging area for
directly chargeable field personnel.

“First Level Supervision” means those employees whose primary function in Joint Operations is the direct oversight of the
Operator’s field employees and/or contract labor directly employed On-sile in a field operating capacity. First Level Supervision
functions may include, bul 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 movernent 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

Representation of the Parties in local matters involving community, vendors, regulatory agents and landowners, as an
incidental part of the supervisor’s operating responsibilitics

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 persornel

Oversight of sub-groups for field functions such as electrical, safety, environmental, telecommunications, which may
have group or team leaders.
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“Jofut Account” means the account showing the charges paid and credits received in the conduct of the Joint Operations that are
10 be shared by the Parties, but does not include proceeds attributable to hydrocarbions and by-producty praduced 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, regulalions, decrees, and orders of the United States of America or any state thereof and all other
governmental bodies, agencies, and other authorilies having jurisdiction over or affecting the provisions contained in or the
transaclions 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-Operalors” means the Parties to the Agreement other than the Operator.

"'Offshare 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 facililies, navigation aids, and other similer 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 Joinl Operations, The term “On-site” shall also include that
portion of Gffshore-Favilities,~Shore-Buse-Favilities—labrication-yards—and-staging areas from which Joint Operations are
conducted, or other facilities ihat 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.

“Partics” means legal entities signatory to the Agreement or their successors and ussigns, 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 Recelving Point” means the railhead nearest the Joint Property for which freight rates are published, even though an
aclual 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 Materjals; debarkation point for drilling and production personnel and services;
communication, scheduling and dispatching center; and other associated functions serving the Joint Property.

“Supply Store” means a recognized source or comumon stock point for a given Material item.

“Technical Scrvices™ means services providing specific engincering, geoscience, or other professional skills, such as those
performed by engineers, geologists, geophysicists, and technicians, required to handle specific operaling conditions and problems
for the benefit of Joint Operations; provided, however, Technical Scrvices shall not include those functions specifically identified
as overhead under the second paragraph of the introduction of Section I (Overhead). Technical Services may be provided by the
Operator, Operator’s Affiliate, Non-Operator, Non-Operalor Affiliates, andfor (hird parties.

STATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last day ol the month for their proportionate share of the Joint
Account for the preceding month. Such bills shall be accompanied by staterments 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 vosts, audit adjustments,
and unusual charges and credits shall be separalely and clearly identified.

The Operator may make available to Non-Operators any statements and bills required under Section 1.2 and/or Section
13.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 st'atements and bills within the timeframes specified herein. A
statement or billing shall be deemed as delivered twenty-four (24) hours (exclusive of weekends and holidays) after the
Operator notifics 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 elect to receive statements and billings
electronically, if available from the Operator, or request paper copies Such election may be changed upon thirty (30)
days prior wrilten notice to the Operator.

ADVANCES AND PAYMENTS BY THE PARTIES

Unless otherwise provided for in the Agreement, the Operator may require the Non-Operators to advance their share of
the estimated cash outlay for the succeeding month’s operations within fifteen (15) days after receipt of the advance
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request or by the firsl day of the month for which the advance is required, whichever is later. The Operator shall adjust
each monthly billing to reflect advances reccived 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 Operater shall remit the refund to the Non-Operator within
fifteen (15) days of receipt of such written request.

Except as provided below, each Party shall pay its proportionate share of all bills in full wittiin thifty (30) fifieen
¢+3)days of receipt date. If payment is not made within such time, the unpaid balance shall bear interest compounded
monthly at the prime rute published by the Wall Street Journal on the first day of each month the payment is delinguent,
plus three percent (3%), per annum, or the maximum contract rate permilted by the applicable usury Laws goveming
the Joint Property, whichever is the lesser, plus attorney’s fees, court cosls, 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 credils unless the Operator has
agreed. Notwithstanding the foregoing, the Non-Operator may reduce payment, provided it fumishes documentation
and explanation to the Operator at the time payment is made, to the extent such reduction is caused by:

being billed at an incorrect working interest or Participating Interest that is higher than such Non-Operator’s actual
working interest or Participating Interest, as applicable; or

being billed for a project or AFE requiring approval of the Parlies under thc Agreement that the Non-Operator has
not approved or is not otherwise obligated to pay under the Agreement; or

being billed for a property in which the Non-Operator no longer owns a working interest, provided the Non-
Operator has turnished the Operator a copy of the recorded assignment or letter in-liew. Notwithslanding the
foregoing, the Non-Operator shall remain responsible for paying bills attributable to the interest it sold or
transferred for any bills rendered during the thirty (30) day period following the Operatar’s receipt of such written
notice; or

charges outside the adjustment period, as provided in Section 1.4 (Adjustments).
ADJUSTMENTS

Payment of any such bills shall not prejudice the right of any Parly 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 specitic 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).

All adjustments initiated by the Operator, except those described in iterns (1) through (4) of this Section L4.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 slatement or payout statement, Adjustments that may be made
beyond the twenty-four (24) month period are limited to adjustments resulting trom the following:

a physical inventory of Controllable Material as provided for in Section V (Inventories of Controllabie Material), or

an oftsetting entry (whether in whole or in part) that is the direct result of a specific joinl interest audit exception granted
by the Operator relating to another property, or

a governmenU/regulatory audit, or
a working interest ownership or Participating Interest adjusiment,
EXPENDITURE AUDITS

A Non-Operator, upon wriltten notice to the Operator and all other Non-Operators, shall have the right to audit the
Operator’s accounts and records relating to the Joint Account within the twenty-four (24) month period following the
end of such calendar year in which such bill was rendered; however, conducting an audit shall not extend the time for
the taking of written exception to and the adjustment of accounts as provided for in Section 1.4 (Adjustments). Any
Party that js subject to payout accounting under the Agreement shall have the right to 2udjt the accounts and records of
the Party responsible for preparing the payout staterents, 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 of a payout account shall be conducted within the
twenty-tour (24) month period following the end of the calendar year in which the payout statement was rendered,

Where there are two or more Non-Operators, the Non-Operators shall meke every reasonable effort to conduct a joint
audit in @ 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, excepl 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 (hereinafler “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 [4.A
(Adjustments) above. All claims shall be supported with sufficient documentation.
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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 limilations defense against such claims for
so long as any Non-Operator continues lo comply with the deadlines for resolving exceptions provided in this
Accounting Procedure. If the Non-Operators fail to comply with the additional deadlines in Section 1.5.B or 1.5.C, the
Operator's waiver of its rights to assert a statute of limitations defense against the claims brought by the Non-Operators
shall lapse, and such claims shall then be subject to the applicable statute of limitations;, provided that such waiver shall
not lapse in the event that the Operator has failed to comply with the deadlines in Section I.5.B or L.5.C.

The Operator shall provide a written response to all exceptions in an audit report within thres hundped sixty {360) ene
Inisrlsed-ighty-(H80) days after Operator receives such report. Denied exceptions should be accompanied by a
substantive response. 1f the Operator fails to provide substantive response to an exception within thi<ihes hundrer
sixty (360) om-lwndred-vighty-¢180}-day period, the Operator will owe interest on that exception or portion thereof; if
ultimately granted, from the date it received the audit report. Interest shall be calculated using the rate set forth in
Section 1.3.B (Advarnces and Payments by the Parties)

The lead audit company shall reply to the Operator’s response to an audit report within thiny {30) aisety£98) days of
receipt, and the Operator shall reply to the lead audit company’s follow-up response within (hiny ( 3}) 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.5.E, if the Operator fails to provide substantive response to an exception within this thirty
(3 -nineiy-(90)4uy period, the Operator will owe interest on that exception or portion thereof, if ultimately granted,
from the date it received the sudit reporl. Interest shall be calculated using the rate set forth in Section 1.3.B (Advances
and Payments by the Parties),

1f any Party fails to meet the deadlines in Sections 1.5.B or I5.C or if any aodit issues are outstanding fwenty-{gur
(24) fifloan-tt53menths after Operator receives the audit report, the Operator or any Non-Operator patticipating in the
sudit has the right to call a resolulion meeting, as set forth in this Section I.5.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 uudit, 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 [ils to attend the resolulion meeling shall be bound by any resolution reached at the
meeting. The lead audit company will make good faith cfforts 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 issucs, 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 subscquent incetings uritil each such issug 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 acccptable 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 seltle 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 lawsvit or complaint (1) if the Parties
are unable afier 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 relicf is necessary to aveid irreparable damage or to preserve the status
quo. Despite such action, the Parties shall continue to try to resolve the dispute by mediation,

Forfuit Penaltios
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APPROVAL BY PARTIES
General Matters

Where an approval or other agreement of the Parties or Non-Operalors 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 Nen-Opetators 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 1.6.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 arc covered by Section 1.6.B.

Amendments

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 oftwo (2) or more Parties, one of which is the Operator,
having a combined working interest of at least 100%, which approval shall be binding on all Parties, provided, however,
approval of at least one (1) Non-Operator shall be required
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Affiliates

For the purpose of administering the voting procedures of Sections 16.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 L6.4A, if a Non-Operator is an Affiliate of the
Operator, votes under Section [.6.A shall require the majority in interest of the Non-Operator(s) after excluding the
interest of the Operator’s Affiliate,

DIRECT CHARGES
The Operator shall charge the Joint Account with the following items:
RENTALS AND ROYALTIES
Lease rentals and royalties paid by the Operalor, on behalf of all Parties, for the Joint Operations.
LABOR

Salaries and wages, including incentive compensation programs us set forth in COPAS MFI-37 (“Chargeability of
Incentive Compensation Programs™), for:

Operator’s [ield employees directly cmployed On-site in the conduct of Joint Operations,

Operator’s employees directly employed on 8lre-Base-Fasilities; Offshore-Fooilities: or-other facilities serving
the Joint Property if such costs are not charged under Section IL6 (Bquipment and Facilitics Furnished by
Operator) or are not a funclion covered under Section I0 (Overhead),

Operator's employees providing First Level Supervision,

Operator’s employees providing On-sitc Technical Services for the Joint Property if such charges are excluded
from the overhead rates in Section Il (Overliead),

Operator’s employees providing OfE-site Technical Services for the Joint Property if such charges are excluded
from the overhead rates in Section III (Overhead).

Charges for the Operator’s employees identified in Section II 2.A may be made based on the employee’s actual salaries
and wages, or in lieu thereof, a day rate representing Lhe Operator’s average salaries and wages of the employee’s
specific job category.

Charges for personnel chargeable under this Section [[.2.A who are forcign nationals shall not exceed comparable
compensation paid to an equivalent U.S. employee pursuant to this Section II.2, unless otherwise approved by the Parties
pursuant to Section 1.6.A (General Matters).

Operator’s cost of holiday, vacalion, sickness, and disability benefits, and other cuslomary allowances paid Lo employees
whose salaries and wages are chargeable to the Joint Account under Section I1.2.A, excluding severance payments or
other termination allowances, Such costs under this Section I.2,B may be charged on a “when and as-paid basis” or by
“percentage assessment” on the amount of salaties and weges chargeable to the Joint Account under Section TL2.A. If
percentage assessment is used, the rate shall be based on the Operator’s cost experience.

Expenditures or conlributions made pursuant to assessmenls imposed by governmental authority that are applicable to
costs chargeable to the Joint Account under Sections I1.2.A and B.

Personal Expenses of personnel whose salaries and wages are chargesble to the Joint Account under Section I2.A
when the expenses are incwred in connection with directly chargeable activities,

Reasonable relocation costs incurred in transferring to the Joint Property personnel whose salaries and wages are
chargeable to the Joint Account under Section I.2,A. Notwithstanding the foregoing, relocation costs that result rom
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 L6.A
(General Matters).

Training costs as specified in COPAS MFI-35 (“Charging of Training Costs to the Joint Account”) for personnel whose
salaries and wages are chargeable under Section .2 A. This training charge shall include the wages, salaries, training
course 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 mtcs arc available.

Operator’s current cost of established plans for employee benefits, as described in COPAS MFIL-27 (“Lmployee Benefits
Chargeable to Joint Operations and Subject to Percentage I.imilation™), applicable to the Operator’s labor costs
chargeable to the Joint Account under Sections I1.2.A and B based on the Operator’s actual cost not to exceed the
employee benefits limitation percentage most recenlly recommended by COPAS.

Award payments to employees, in accordance with COP’AS MFI-49 (“Awards to Employees and Contractors™) for
personnel whose salaries and wages are chargeable under Section I1.2.A,

MATERIAL

Matenial 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
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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 susplus stocks shall be avoided.

TRANSPORTATION
Transportation of the Operator’s, Operator’s Affiliate’s, or contractor’s personnel necessary for Joint Operations

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 warehonse or other storage point shall be
paid for by the Joint Property using one of the methods listed below:

If the actual trucking charge is tess 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,

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

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 IIl (Overhiead), or Section .7 (Affitiates), or excluded under
Section 1.9 (Legal Expense). Awards paid to contractors shall be chargeable pursuant to COPAS MFI49 (“Awards to
Employees and Contractors™).

The costs of third party Technical Services are chargeable to the extent excluded from the overhead rates under Section
I (Overhead).

EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

In the absence of a separately negotiated agreement, equipment and facilities furnished by the Operator will be charged
as follows:

The Operator shall charge the Joint Account for use ol Operator-owned equipment and facilities, including but not
limited to production facilities, Shore-Base-Favitities-Offshore-Faetities-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 Oftices provide
direct service to personnel who are chargeable pursuant to Section IL.2.A (Labor). Such rales 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 12% per annum; provided, however,
depreciation shall not be charged when the equipment and (acilities 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.

In lieu of charges in Section IL6.A above, the Operator may elect to use average commercial rates prevailing in the
immediste area of the Joint Property, less twenty percent (20%). If equipment and facilities are charged under this
Section T1.6.B, the Operator shall adequately document and support commercial rates and shall periodically review and
update the rate and the supporting documentation, For sulemolive equipment, the Opemtor 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,

AFFILIATES

Charges for an Afiliate’s goods and/or services used in operations requiring an AFE or olher 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
Affiliale’s goods and services billed to such individual project do not exceed $25,000. Ifthe 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 emount, charges for such Affiliate shell require approval of the Parties, pursuant to Section L6.A
(General Matters).

For an Affiliate’s goods and/or services used in operations not requiring an AFE or other authorization from the Non-
Operators, charges for such Affiliate’s goods and services shall require approval of the Partics, pursuant to Section L6.A
(General Matters), if the charges exceed $50,000 in a given calendar year.

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 fates shall not be required if the Operator obtains
Non-Operator approval of its Affiliate's rates or charges prior to billing Nen-Operators for such Affiliates goods and
services. Notwithstanding the foregoing, direct charges for Affiliate-owned communication facilities or systems shall
be made pursuant to Section 1,12 (Communications). If the Parties fail to designate an amount in Sections IL7 A or
1I1.7.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 expendilure limitation in the Agreement. If the Agrecment 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).
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DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incurred,
except to Lhe 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 notice of damages or logses incurred as soon as practicable after a
report has been received by the Operator.

LEGAL EXPENSE

Recording fees and costs of handling, settling, or otherwise discharging litigation, claims, and liens incurred in or
resulling from operations under the Agreement, or necessary to protect or recover the Joint Property, to the extent
permilted under the Agreement. Costs of the Operator’s or Affiliate’s legal staff or outside attorneys, including fees
and cxpenses, are not chargeable unless approved by the Parties pursuant to Section L6.A (Genmeral Matters) or
otherwise provided for in the Agreement.

Notwithstanding the foregoing paragraph, costs for procuring abstracts, fees paid to outside attorneys for title
examinations (including preliminary, supplemental, shut-in royalty epinions, division order title opiuions), and curative
work shall be chargeable to the extent permuitted as a direct charge in the Agreenent,

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 penaltics and interest result from thc 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 will be made in accordance with the
tax value generated by each Party’s working interest.

Costs of tax consultants or advisors, the Operator’s erplayees, or Opcrator’s Affiliate employees in matters regarding
ad valorem or other lax matters, are not permitted as direct charges unless approved by the Parties pursuant to Section
L6.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 1o
the Joint Account. If the Non-Operator is not permitted to review such documentation, the sales/use tax amount shall
not be directly charged unless the Operator can conclusively document the amount owed by the Joint Account.

INSURANCE

Net premiums, deductubles, or self-msured reteations (SIR$)paid for insurance required to be carried for Joint
Operations for the protection of the Parties. 1f Joint Operations are conducted at locations where the Operalor 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 nsk assumed in its self-insurance program as regulated by the jurisdiction
governing the Joint Property. li-the-cose-oFaffsliore-operalions i fedesal-witerscthe Fatkos of-the-adj shate
shibkbeasadiorpossaniebpionmng-work On-sitesimdsiiratesshat-bamdjusted-fomofshone-operatons-hy-tie-H-5.
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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 MFI44 (‘Field Computer and
Communication Systems™), If the communications facililies or syslems serving the Joint Property are Operator-owned,
charges to the Joint Account shall be made as provided in Section IL6 (Equipment and Facilities Furnished by
Operator). If the communication facilities or systems serving the Joint Property ure owned by the Operator’s Affiliate,
charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joinl Propedy. The
Operator shall adequately document and support commercial rates and shall periodically review and update the rate and
the supporting documentation,

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for Technical Services and drafling to cormply with ecological, environmental and safety Laws or
stundards recomiended by Occupational Safety and Health Administration (OSHA) or other regulatory authorities, All
other labor and functions incurred for ecological, environmental and safety matters, including menagcment,
adminisiration, and permitting, shall be covered by Sections LL.2 (Labor), IL5 (Services), or Section Il (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 4s required
by applicable Laws, or other pollution containment and removal equipment deened approprate by the Operator for
prudent opcrations, are dircctly chargeable,

ABANDONMENT AND RECLAMATION

Costs incurred for abandonrment and reclamation of the Joint Property, including costs required by lease agreements or
by Laws.
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OTHER EXPENDITURES

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 0 (Direct Charges), or in
Section Il (Overhead) and which is of dircet 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 I1.15 shall require approval of the Parties,
pursuant to Section [.6.A (General Matters),

OVERHEAD

As compensation for cosls 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 IIT.

Functions included in the overhead rates regardless of whether performed by the Operator, Operator’s Affiliates or third
parties and regerdless 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 I1. 13, ITL.1.A(i{), and III.2, Option B)
inventory costs not chargeable under Section V (Invenrories of Controllable Material)

procurement

administration

accounting and auditing

gas dispatching and gas chart integration

human resources

management

supervision not directly charged under Section 11,2 (Labar)

legal services not directly chargeable under Section 119 (Legal Expense)

taxation, other than those costs identified as directly chargeable under Section IT, 10 (Taxes and Permits)

preparation and monitoring of permits and certifications; preparing regulalory reports; appearances before or meetings
with governmental agencies or other authorities having jurisdiction over the Joint Property, other than On-site
inspectious; reviewing, interpreting, or submitting comments on ot 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.

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 LI, the Operator shall charge on cither: Percentage Basis, Section IIf.1.C

Technical Services

Except as otherwise provided in Section I1.13 (Ecological Environmental, and Safety) and Section 1112 (Overhead
—Major Construction and Catastrophe), or by approval of the Parties pursuant to Section 1.6.A (General Matters),
the salaries, wages, related payroll burdens and benefits, and Personal Expenses for On-site Technical Services,
including third party Technical Services: shall be charged direct to the Joint Account.

Except as otherwise provided in Section .13 (Ecological, Environmental, and Safety) and Section IIL.2 (Overhead —
Major Canstruction and Catastrophe), or by approval of the Parties pursuant to Section 1.6.A (General Matters), the
salaries, wages, related payroll burdens and benefils, and Personal Expenses for Off-site Technical Services, including
third pady Technical Services: shall be charged direct to the Joint Account, only to the extent such Technical Services
arc directly attributable to drilling, redrilling, deepening, or sidelracking operations, through completion, temporary
abandonment, or abandonment if a 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
II1.2 (Overhead - Major Construction and Catastrophe) shall be covered by the overheud rates,

Notwithstanding anything to the contrary in this Section I, Technical Services provided by Operator’s Affiliates are
subject to limitations set forth in Section II.7 {Alfiliates). Charges for Technical personnel performing non-technical
work shall not be governed by this Section [IL1.A, but instead governed by other provisions of s Accounting
Procedure relating to the type of work being performed

Fixed Rate Basis
The Operator shall charge the Joint Account at the following rates per well per month:
Drilling Well Rate per month $7,000 (prorated for less thun a full menth)
Producing Well Rate per month $700
Application of Overhead—Drilling Well Rale shall be as follows:

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. Gluuges-for-ofliliore-and-irland
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ecawrs-Aimt: No charge shall be made during susper\smn of drilling and/or completion operations for fifteen
(15) or more consccutive calendar days,

Charges for any well undergoing any type of workover, recompletion, and/or abandonment for a period of
five () or more consecutive workdays shall be made at the Drilling Well Rate. Such charges shall be applied
for the petiod 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.

Application of Overhead—Producing Well Rate shall be as follows:

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 monih shall be considered as a one-well charge for the entice month.

Each active completion in a multi-cornpleted well shall be considered as a one-well charge provided each
completion is considered a separate well by the governiug regulatory authority

A oue 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 U, 1,B.(2Xa) or (b), This one well
charge shall be made whether or not the well has produced.

An active gas well shut in because of overproduction, aperntionul resons. fores museure, regulitory regsons,
market conditions, or failure of a purchaser, processor, or transporter to take production shall be considered
as a one-well charge provided the gas well is direc(ly connected to a permanent sales outlet,

Any well not meeting the criteria set forth in Sections IIL1.B.(3) (a), (b), (), or (d) shall not qualify for a
producing overhead charge.

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 payont 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 adjusiment shall be computed by applying the adjustment factor most recently
published by COPAS. The adjusted rates shall be the initial or amended rates ngreed to by the Parties increased
or decreased by the adjustment factor described herein, for each year from the etfective date of such rates, in
accordance with COPAS MF1-47 (“Adjustment of Overhead Rates™).

PeroentageHasls—
Opetitorshall-chasge-the-Joi-Accoum-s-dhe-Following rates—
D B ith. t-oldaval -g.t._.l's“ {Rpb Lansis vr"""". Bheedappder
Smmﬂ—#{kgd—&wndﬂlmmlwmﬂdm
Operating-Rive-vi-lhe-vost-ol-oporating-tho-Joint-Rroporty,-enslusive-of costs provided- wider Sections-H-+

Remtals—nd-Royelies-and-H-9-thogal-Bxpense)-nl-Miterinl-salvage—credits—the-value-ol-sul
wrﬂWm&mHMMmewmmm

hat L 1

1 (! i 1
| taviod; ranl-potd-upon-the rest-i-om
Application-of Overhead-—Pescentage-Busis shal-be i foblows.—
Fhe-Buvelopment-Rute shulHie applied-to-olk vosis in-osnecenwith————
b s lshin- btk g ordespenmg-obaast

- iall L Bonaabasil L o BT
[ O O

days
prefuninp-oxpedituesecessary-i-preporvion-for-detiling
enpreishitres-nwtred-u-abmlomng wher le-wel ks notcompleted-as-a produver

vehstaetion-or-isinHation-of-fixed-assetshe-eNpansion-of-f '.................., -Haeﬁp(qm-eh«f}y
discornible-as-afived-assot-otlierthan-Mojor-Constrietion-or-Catsrop HirSection-H2
(Chverltead-Maoromstenetionrmml-Catastrape)———
Fho-Opersting-Kate-shull- be-applied-to-all-alwr-costs-in-comeoton-vwith-font-Operaions -excepi-those
serbyest-to-Sectinn-HH-2 v head-Major £ in-and-Sntostrophe)-

MAJOR CONSTRUCTION AND CATASTROPHE
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To compensate the Operator for overhead costs incurred in connection with a Major Construction project or Catastrophe,
the Operalor shall either negotiate a rate prior to the beginning of the project, or shall charge the Joint Account for
overhead bused 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 Agresment 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 instellation of fixed assets, the expansion of fixed assets, and any
other project clearly discernible as a fixed asset required for the development and operation of the Joint Property, or in
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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.

If the Operator ubsorbs the engineering, design and drafting costs related to the project:
8% of total costs if such costs are less than $100,000; plus
5% ot'total costs in excess of $100,000 but less than $1,000,000; plus
2% of total costs in cxcess of $1,000,000.
If the Operator charges engineering, design and drafting costs related to the project directly to the Joint Account
8% of total costs if such costs are less than $100,000; plus
5% of total costs in excess of $100,000 bul less than $1,000,000; plus
2% of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a
single Major Construction project shall not be trealed sepamtely, 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 projecf, 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. Expenditures to which these rates
apply shall nol be reduced by salvage or insurance recoveries, Fxpenditures 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 1[I 2 and the provisions of Sections I.2 (Labor), II.5
(Services), or IL.7 (Affiliates), the provisions of this Section 1[1.2 shall govern,

AMENDMENT OF OVERHEAD RATES

The overhead rates provided for in this Section 111 may be amended from {ime to time if, in practice, the rates are found
to be insufficient or excessive, in accordance with the provisions of Section 1.6.B (4mendments).

MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS

The Operalor is responsible for Joint Account Material and shall make proper and timely charges and credits for direct
purchases, transfers, and dispositions. The Operator shall provide all Material for use in the conduct of Joint Operations;
however, Material may be supplied by the Non-Operators, at the Operator’s option, Material furnished by any Party
shall be fumished without any express or implied warranties as to quality, fitness for use, or any other matter.

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 Lhe resull of the Operator’s gross negligence or willfil
misconduct, A direct purchasc 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 [or a Joint Property and title of the Material does not pass from the
manufacturer, disiributor, or agent untl usage, s considered a direct purchase. If Material is found to be defective or is
returmed to the manufacturer, distributor, or agent [or any other reason, credit shall be passed to the Joint Account within
sixty (60) days after the Operator has received adjustment from the manufactuser, distributor, or agent

TRANSFERS

A transfer is determined to occur when the Operator (i) furnishes Material from a storage facilily or from another operated property,
(it) has assurned liability for the storage costs and changes in value, and (iii) has previously securcd and held title to the transferred
Material. Similarly, the removal of Material from the Joint Property to a storage facility or to another operated property is also
considered a transfer, provided, however, Material that is moved from the Joint Property to a storage location for safe-keeping
pending disposition may remain charged to the Joint Account and is not considered a transfer. Material shall be disposed of in
accordance with Section IV.3 (Dispaosition of Surplus) and the Agreement to which this Accounting Procedure is attached.

PRICING

The value of Material transferred to/from the Joint Property should generally reflect the market value on the date of
physical transfer. Regardless of the pricing method used, the Operator shall make available lo 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 fubulars, urnless such higher specification grade or sized tubulars are approved by the Parties
pursuant to Section [.6.A (General Mafters). 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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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).

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

For other Material, the published price shall be the published list price in effect at date of movement, as listed
by a Supply Store nearest the Joint Property where like Material is normally available, or point of
manufacture plus transportation costs as defined in Section IV.2.B (Freight).

Based on 2 price quolation from a vendor that reflects a current realistic acquisilion cost,

Based on the amount paid by the Operator for like Material in the vicinity of the Joinl Property within the previous
twelve (12) months from the date of physical transfer.

As agreed to by the Participating Parties for Malerial being transferred o the Joint Property, and by the Parties
owning the Material for Material being transferred from the Joint Property.

FREIGHT

Transportation costs shall be added to the Material transfer price using the method prescribed by the COPAS
Computerized Equipment Pricing Syslem (CEPS). 1f not using CEPS, transportation costs shall be calculated as
foltows:

Transportation costs for oil country tubulars and line pipe shall be calculated using the distance from eastern mill
to the Railway Receiving Point based on the carload weight basis as recommended by the COPAS MFI-38
(“Material Pricing Manual”) and other COPAS MFIs in effect al the time of the transfer.

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 eastem mills, the 30,000-pound interstate truck rate shall
be used. Transportation costs for macaroni tubing shall be calcnlated based on the interstate truck rate per weight
of tubing transferred to the Railway Receiving Poinl,

Transportation costs for special end tubular goods shall be calculated using the interstate truck rate from Houston,
Texas, to the Railway Receiving Point,

Transportation costs for Material other than that described in Sections IV.2.B.(1) through (3), shall be calculated
from the Supply Store or point of manufacture, whichever is appropriate, to the Railway Receiving Point,
Regardless of whether using CEPS or manually calculating transportation costs, transportation costs from the
Railway Receiving Point to the Joint Property are in addition to the foregoing, and may be charged to the Joint
Account based on actual costs incurred.  All transportation costs are subject 1o Equalized Freight as provided in
Section I1.4 (Transporiation) of this Accounting Procedure.

TAXES

Sales and use taxes shall be added to the Material transfer price using either the method contained in the COPAS Computerized
Equipment Pricing Syster (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.

CONDITION

Condition “A” — New and unused Material in sound and serviceable condition shall be charged at one hundred
percent (100%) of the price as determined in Sections [V.2.A (Pricing), IV.2.B (Freight), and IV.2.C
(Taxes). Material transferved from the Joint Property that was not placed in service stiall be credited as charged
without gain or loss; provided, however, any unused Material that was charged to the Joint Account through a
direct purchase will be credited to the Joint Accounl at the original cost paid less restocking fees charged by the
vendor. New and unused Material transferred fromn 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,
pussuant to Section 1.6, A (General Matters). All refurbishing costs requircd or necessary to retum the Material to
original condition or to correct handling, transportation, or other damages will be borme by the divesting
property. The Joint Accounl 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.

Conditien “B” — Used Material in sound and serviceable condition and snitable for reuse without reconditioning
shall be priced by multiplying the price determined in Sections IV.2.A (Pricing), IV.2 B (Freight), and IV.2.C
(Taxes) by seventy-five percent (75%).

Except as provided in Section IV.2.D(3), all reconditioning cosls required to return the Material to Condition “B™ or to
correct handling, transportation or other damages will be borne by the divesting property.

I 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 TV.2.A (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 transterred from the Joint Property
thal was not placed in service on the property shall be credited as charged without gain or loss.
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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 determitied in Sections TV.2,.A (Pricing), IV.2.B
(Freight), and 1V.2,C (Taxes) by fifty percent (50%).

The cost of reconditioning may be charged to the receiving property 1o the extent Condition “C” value, plus cost of
reconditioning, does not exceed Condition “B” value.

Condition “D”” — Material that (i) is no longer suitable for its original purpose but useable for some other purpose,
(i1) 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” Malerial. 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 ulilized 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 tubuler 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),

Corndition “E” — Junk shail be priced at prevailing scrap value prices.
OTHER PRICING PROVISIONS
Preparation Costs

Subject to Section II (Direct Charges) and Section LTI (Overhead) of this Accounting Procedure, costs incurted by the
Operator in making Material serviceable including inspection, third parly surveillance services, and other similar
services will be charged to the Joinl Account at prices which reflect the Operator’s achial 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.1
(Direct Purchases) or V.2 A (Pricing), as applicable. No charges or credits shali be made for used coating or
wrapping. Charges and credits for inspections shall be made in accordance with COPAS MFL-38 (“Material Pricing
Manual”)

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 (“Malerial Pricing Manual™).

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 prucedure are considered 1o be the relinquistunent of title of the Material from the
Joint Property to either a third party, a Non~Operator, or to the Operator. To avoid the accumulatior of surplus Material,
the Operator should make good faith efforts to dispose of surplus within twelve (12) 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 wilh the terms of the Agreement to wliich this Accounting
Procedure is attached. If the Agreement contains no provisions governing disposal of surplus Material, the following
terms shell apply:

The Operator may, through a sale to an unrelated third party or entity, dispose of surplus Material having a gross sale
value thal 13 less than or equal (o 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 IV,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 IV 2 (Transfers), is less than or equal to the Operator’s
expenditure limitation set forth in the Agreement. The Operalor shall provide documentation supporting the
classification of the Material as Condition C.

Operator may dispose of Condition D™ or “E” Material under procedures normelly utilized by Operator without prior
approval of the Parties owning such Material

SPECIAL PRICING PROVISIONS
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 has 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 il suitable for use, and moving it to the Joint Property. Material transferred or disposed of during premium
pricing situations shall be valued in accordance with Section IV.2 (Transfers) or Section 1V.3 (Disposition of Surplus),
as upplicable,
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SHOP-MADE ITEMS

Items fabricated by the Operator’s employees, or by contract laborers under the direction of the Operatar, shall be priced
using the value of the Material used to construct the item plus the cost of labor to fabricate the item, If the Material is
from the Operator’s scrap or junk account, the Material shall be priced at either twenty-five percent (25%) of the current
price as determined in Section IV.2,A (Pricing) or scmp value, whichever is higher. In no event shall the amount
charged exceed the value of the item commensurate with its use,

MILL REJECTS

Mill rejects purchased as “limiled service” casing or tubing shall be priced at eighty percent (80%) of K-35/1-55 price
as delermined in Sections IV.2 (Transfers). Line pipe converted to casing or tubing with casing or tubing couplings
attached shall be priced as K-55/J-35 casing or tubing at the nearest size and weight,

INVENTORIES OF CONTROLLABLE MATERIAL

The Operator shall maintain records of Controllable Matenial 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 (12) months following the taking of the inventory or receipt of Non-Operator inventory
report  Charges and credits for overages or shortages will be valued for the Joint Account in accordance with Section
V.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,

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 inventorics more frequently than once every five (5) years, Directed inventories shall be commenced within
one hundred eighty (180) days afier the Operator receives written notice that a majorily 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 bome 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 anticipaled disproportionate or
extraordinary costs should be discussed and agreed upon priot (o comumencement of the inventory. Expenses of direcled
inventories may include the [ollowing:

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 Parlies 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 report
prepanation.

Actual transportation costs and Personal Expenses for the iwventory team.

Reasonable charges for report preparation and distribution to the Non-Operators,
NON-DIRECTED INVENTORIES

OPERATOR INVENTORIES

Physical inventories that are not requested by the Non-Operators may be performed 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-OPERATOR INVENTORIES

Subject to the terms of the Agreement to which this Accounting Procedure is attached, the Non-Operators may conduct
a physical invenlory 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 fumished to the Operator in writing within ninety (90)
days of completing the inventory field work.

SPECIAL INVENTORIES

The expense of conducting inventories other than those described in Sections V.1 (Dirccted Inventories), V.2.A
(Operator [nvenlories), or V.2.B (Non-Operator Inventories), shall be charged to the Party requesting such inventory;
provided, however, inventories required due to a change of Operator shall be charged to the Joint Account in the same
manner as described in Section V.1 (Directed Inventories).
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EXHIBIT “D”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT
DATED OCTOBER 31 OF 2018, BETWEEN PERCUSSION PETROLEUM OPERATING
LLC, AS OPERATOR, AND ST. DEVOTE LLC, ET AL, AS NON-OPERATORS

INSURANCE

Operator shall carry insurance for the benefit of the joint account covering Operator’s operations upon the Contract Area
subjeot to the Operating Agreement to which this Exhibit “I3” is attached as follows:

(a) Workmen’s compensation insurance in accordance with the requirements of the laws of the State or Slates where work
is conducted and employers liability insurance of Five Hundred Thousand Dollars ($500,000.00) bodily injury by accident
and Five Hundred Thousand Dollars ($500,000.00) bodily injury by discase per employee, with a policy limit of Five
Hundred Thousand Dollars ($500,000.00) for bodily injury by disease.

(b) Public liability insurance with Jimits of One Million Dollars ($1,000,000.00) as to any one person, and One Million
Dollars ($1,000,000.00) as to any one occurrence.

(c) Automobile public liability insurance with a combined single limit of up to One Million Dollars ($1,000,000.00) per
aceident,

(d) Umbrella catastrophe liability of Ten Million Dollars ($10,000,000.00) each occurrence and Ten Million Dollars
($10,000,000.00) aggregate.

Each polioy of insurance issued pursuant to the provisions of (a), (b), (c) or (d) of this section shall provide by endorsement
or otherwise that the provisions of the policy are extended to cover the interest of the Non-Operator for whom the assured
i acting as Operator, agent, or contractor under contract, but only with respeot to operations conducted by named assured,
and shall charge the premiums for all such insurance to the joint account.

Operator carries Control of Well Insurance covering its proportionate share of expenses involved in controlling a blowout,
the expense of re-drilling and certain other related costs. Coverage under this agresment is available to non-operating
working interest owners. Such insurance is optional, however, and if not rejected by the non-operating working interest
owners prior to spud date, they will be billed accordingly. Any working interest owner rejecting abave coverage shall be
responsible for its proportionate share of such loss, anything in this agreement to the contrary notwithstanding,

Operator shall furnish, upon request, to Non-Operators a certificate covering each policy of insurance issued pursuant to this
section,

Ex.AEx.4Pg.044



EXHIBIT “E”

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING
AGREEMENT DATED OCTOBER 31 OF 2018, BETWEEN PERCUSSION
PETROLEUM OPERATING, LLC., AS OPERATOR, AND ST. DEVOTE LLC, ET
AL, AS NON-OPERATORS

BAL AGREEME

During the period or periads when any party hercto has no market for, or such party’s purchaser is unable to take, or
if any party fails to take its share of gas, the other parties shall be entitled to produce, take and deliver each month one
hundred percent of the allowable gas production assigned (o the unit arca by the appropriate governmental entity
having jurisdiction, and each of such parties shall be entitled 10 take its pro-rata share of such production, All parties
hereto shall share in and own the condensate recovered at the surface in accordance with their respective interests, but
each party taking such gas shall own all of the gas delivered to its purchaser.

Each party unable to market its full share of the gas produced shall be credited with underproduction equal to its share
of the gas produced, less its share of gas taken or sold, used in iease operations, vented or lost. Operator shall maintain
a current account of the gas balance between the parties and shall fumish all parties hereto annual statements showing
the total quantity of gas produced, taken or sold, used in lease operations, vented or lost, and the fotal quantity of
condensate recovered, After seventy-two (72) hours prior notice to Operator, any party may begin taking or delivering
its share of gas produced.

In addition (o its share, each underproduced party, until it has recovered its underproduction and balanced its gas
account, shall be entitled to take or deliver a volume of gas equal to twenty-five percent (25%) of each overproduced
party’s share of gas produced. If more than onc party is entitled to take additional gas, they shall divide such additional
£as in propottion to their unit participation.

It is recognized that the purpose of this provision is to permit any party not marketing or taking its share of current
gas production to defer its production from the reservoir and permit the other party or parties to pass clear title to all
gas which is marketed or tuken on a current basis. Therefore, in the event production of gas permanently ceases prior
to the time that the accounts of the parties have been balanced, the complete balancing shall be made based upon the
price actually received by each overproduced party for gas produced and sold in excess of its share, such gas being
the last volumes produced from such well or wells,

Each party producing and taking gas shall pay any and all production taxes due on such gas. At all times while gas is
produced from the Contract Area, each party hereto, while producing, taking or delivering any gas to a purchaser,
shall pay or cause to be paid, all royalties due on the gas produced, taken or delivered to a purchaser. Such royalty
payments shall be paid to all royalty owners in the well spaced unit of the well being produced and shall be for each
royalty owner’s proportionate share of the royalty due on production,

If, after one (1) year from the date of first sales and on a quarterly basis thereafter, an out-of-balance condition exists
because of any party’s inability or failure to take or deliver its share of production, then at the election of either the
over-balanced party or the under-balanced party, either may require a cash balancing. The price basis for a cash-
balancing pursuant to terms of this paragraph shall be the over-balanced party's price received during the period for
which the cash balancing covers less applicable taxes, royalties and gathering or marketing fees. The payment for such
overproduction shall be in the order of accrual (first in first out). This option may be exercised quarterly by either
party during the thirty (30) day period immediately following the quarterly anniversary of the date of first sales of gas
by the first party selling any gas from the well,
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EXHIBIT “F”

ATTACHED TO AND MADE A PART OF THAT CERTAIN JOINT OPERATING
AGREEMENT DATED SEPTEMBER 14™ OF 2018, BY AND BETWEEN PERCUSSION
PETROLEUM OPERATING, LLC, AS OPERATOR, AND ST. DEVOTE LLC, ET AL, AS
NON-OPERATOR(S).

MEMORANDUM OF OPERATING AGREEMENT
STATEMENT OF LIENS, SECURITY AGREEMENT AND FINANCING STATEMENT

Reference is hereby made to that certain Joint Operating Agreement dated as of September 14, 2018, by and
between Percussion Petroleum Operating. LLC as Operator and St. Devote LLC, et al, as Non-Opoerator(s), (the
“Operating Agreoment™), If there is any conflict between the tenms of the Operating Agreement and this
Memorandum, the terms of the Operating Agreement shall control,

This Memorandum of Operating Agreement, Statement of Liens, Sccurity Agreement and Financing
Statement (“the Memorandum') shall be cffective when the Operating Agreement becomes effeciive,

The partics hereto have entered into the Operating Agreement which provides for the development and
production of ¢rude oil, natural gas and associated substances from the lands and leases (the “Contract Area”™)
described in Exhibit “A™ attached hereto. The Operating Agreement contains an Accounting Procedure, along with
provisions giving the partics hereto mutual licns and security interests where one or more parties hereto become
debtors to one or more parties hereto. This Memorandum incorporates by reference all of the terms and conditions of
the Operating Agreement, including but not limited to the licn and security interest provisions,

The purpose of this Memorandum is to place third parties on notice of the Operating Agreement, and to
secure and perfect the mutual liens and sccurity interests of the partics herelo.

The Operating Agreement specifically provides that;

1. The Operator shall conduct and direct and have full control of all operations on the Contract Area as
permitted and required by, and within the limits of the Operating Agreement.

2. The liability of the parties shall be several, not joint or collective. Each party shall be responsible only
for its obligations and shall be liable only for its proportionate share of the costs of developing and operating the
Contract Arca.

3. Each Non-Operator(s) grants to Operator a licn upon its oil and gas rights in the Contract Area, and a
security interest in its share of oil or gas or both when extracted (and proceeds from sale of such oil or gas) and its
Interest in all equipment, to secure payment of its share of expenses, together with interests thereon at the rate provided
in the Accounting Procedure. To the extent that Operator has a securily interest under the Uniform Commercial Code
("the Code") of the state in which the Contract Area is located, Operator shall be entitled 1o exercise the rights and
remedies of a secured party under the Code. The bringing of 2 suit and the obtaining of judgment by Operator for the
secured indebtedness shall not be deemed an election of remedies or otherwise affect the rights or security interest for
the payment thereof,

4. If any Non-Operator fails to pay its share of costs when due, Operator may require other Non-Operators
to pay their proportionate part of the unpaid share,

5. The Operator grants to Non-Operator a lien and security interest equivalent to that granted to Operator as
described in Paragraph 3 above, to secure payment by Operator of its own share of costs when due.

The Operating Agreement contains other provisions which do not conflict but supplement the above
described provisions, including non-consent provisions which provide that parties who elect not to participate in
certain operations shall be deemed ta have relinquished their interests until the consenting parties are able to recover
their costs of such operations plus a specified amount, Should any person or finm desire additional information
regarding the Operating Agreement or wish to inspect a copy of the Operating Agreement, said person or firm should
contact the Operator.

For purpose of perfecling said liens and security interests, the undersigned parties agree that this Memorandum covers
all right, title and interest of the debtor(s) in:
1. A, All personal property located upon or used in connection with the Contract Area.

B. All fixtures on the Contract Area.

C. Alloil, gas and associated substances of value in, on or under the Contract Arca which may be extracted
therefrom,

D. All accounts resulting from the sale of the items described in subparagraph C at the wellhead of every
well located on the Contract Area or on lands pooled therewith.

E. Allitems used, useful, or purchased for the production, treatment, storage, transportation, manufacture,
or sale of the items described in subparagraph C.

F. All accounts, contract rights, rights under any gas balancing agreement, general intangibles, equipment,
inventory, farmout rights, option farmout rights, acreage and cash contributions, and conversion rights,
whether now owned or existing or hereafter acquired or arising located in the Contract Area.

G. All severed and extracted oil, gas, and associated substances now or hereafter produced from or
attributable to the Contract Area, inctuding without limitation oil, gas and associated substances in tanks
or pipelines or otherwise held for treatment, transportation, manufacture, processing or sale.

H. All the proceeds and products of the items described in the foregoing paragraphs now existing or
hereafter arising, and all substitutions therefor, replacements thereof, or accessions thereto.
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L All personal property and fixtures now and hereafter acquired in furtherance of the purposes of the
Operating Agreement located and dealing specifically with operations in the Contract Area.

2. Certain of the above-described items are, or are to become, fixtures of the Contract Area.

3. The praceeds and products of collateral are also covered.

4, All real property within the Contract Area, including all oil, gas and associated substances of value in, on or
under the Contract Area which may be extracted therefrom.

5. All fixtures within the Contract Area.

6. All real property and fixtures now and hereafter acquired in furtherance of the purposes of the Operating

Agreement located and dealing specifically with operations in the Contract Area.

This Memorandum is to be filed for record in the real estate records of the county or counties in which the Contract
Area is located, and in the Uniform Commercial Code records. The name and address of each party who has executed
the subject Operating Agreement are identified on Exhibit A.

On default of any covenant or condition of the Operating Agreement, in addition to any other remedy afforded by law
or the practice of the state in which the Contract Avea is located, each party lo the sgrecment and any successor o
such party by assignment, operation of law, or otherwise, shall have, and is hereby given and vested with the power
and authority to take possession of and sell any intercst which the defaulting party has as described above and 1o
foreclose this lien in the manner provided by law.

Upon expiration of the Operating Agreement and the satisfaction of all debts, the Operator may file of record a Release
of this Memorandum on behalf of all parties concemed.

It is understood and agreed by the parties hereto that if any part, term, or provision of this Memorandum is by the
courts held to be itlegal or in conflict with any law of the state where made, the validity of the remaining portions or
provisions shall not be affected, and the rights and obligations of the partics shall be construed and enforced as if this
Memorandum did not contain the particular part, terms or provision held (o be invalid,

This Memorandum shall be binding upon and shall inure to the benefit of the parties hereto and to their respective
heirs, devisees, legal representatives, successors and assigns, The failure of one or more partics owning an interest in
the Contract Area to execute this Memorandum shall not in any manner affect the validity of the Memorandum as to
those parties who have executed this Memorandum.

A party having an interest in the Contract Area can ratify this Memorandum by execution and delivery of an instrument
of ratification, adopting and entering into this Memorandum and such ratification shall have the same effect as if the
ratifying party hereby consents to its ratification and adoption by any party who may have or may acquire any interest
in the Contract Area.

This Memorandum may be executed or ratified in one¢ or more counterparts and all of the executed or ratified
countetparts shall together constitute one instrument. For purposed of recording, only one copy of this Memorandum
with individual signature pages attached thereto need be filed of record.

OPERATOR: NON-OPERATOR(S):
Percussion Petroleam Operating, LLC St. Devote LLC

By:

Print: Print:

Title; Title:

Address: Address:

919 Milam Street, Suite 2475
Houston, Texas 77002

919 Milam Strect, Suite 2475
Houston, Texas 77002
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NON-OPERATOR(S):

Mewbourne Oil Company

Bw:

Print;

Title:

Address: P.O. Box 7698
Tyler, TX 75711

NON-OPERATOR(S):

Mewbourne Energy Partners 09-A LP

NON-OPERATOR(S):

EOG Y Resources, Inc.

By:

Print;

Title:;

Address: 104 South 4% Street
Artesia, NM 88210

NON-OPERATOR(S):

Mewbourme Development Corporation

By: By:

Print: Print:

Tidle; Title:

Address: P.O. Box 7698 Address: P.O. Box 7698
Tyler, TX 75711 Tyler, TX 75711

NON-OPERATOR(S): NON-OPERATOR(S):

CWM 2000-B Ltd CWM 2000-B I Ltd

By: By:

Print; Print;

Address: P.O. Box 7698
Tyler, TX 75711

NON-OPERATOR(S):

NON-OPERATOR(S):

3MG Corporation

By:

PE'H;.

Title:

Address: P.O. Box 7698
Tyler, TX 75711

Address: P.O. Box 7698
Tyler, TX 75711

NON-OPERATOR(S):

Gendron Rev. Liv. Trust

By:

Print;

Title;

Address: 380 Abbey Road
Indiana, PA 15701
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NON-OPERATOR(S):

Joseph R. Hodge

By,

Prin;

Title:

Address:404 27 Street
Houston, TX 77008

NON-OPERATOR(S):

E.G. Holden Testamentary Trust

By:

Print:

Title:

Address: 2505 Green Street
San Fraacisco, CA 94123

NON-OPERATOR(S):

Sanford J. Hodge

By:

Print:

Title:

Address: 3500 Maple, Ave,, Suite 1165

Tyler, TX 75711

NON-OPERATOR(S):

Nearburg Exploratios

E‘“

Pring:

itle:

Address: P.O. Box 823085
Dallas, TX 75382

NON-OPERATOR(S):

Unknown Heir/Devisees of Emie Bello, Dec’d

By:

Print;

Title:
Address: 1570 Alwea Drive

Honolulu, HI 96817

NON-OPERATOR(S):

Betsy H. Keller

By:

Print:

Title:

Address: 2505 Green Street
San Francisco, CA 94123

NON-OPERATOR(S):

Heirs/Devisees of Dr, Isaac Kawasaki, Dec’d

By:

Print:

Title:

Address: 734 Kalanipuer Strect
Honolulu, HI 96825

NON-OPERATORC(S):

Adolph P. Schuman Marital Trust

Bv:

Print:

Title;

Address: 405 Howard, Street
San Francisco, CA 94105
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NON-OPERATOR(S): NON-OPERATOR(S):

Space Building Corporation J. Frederick Van Vranken

By By:

Print: Print:

Address: P.O. Box 283 Address: 950 Regency Square, Apt, #202
East Taunton, MA 02718 Vero Beach, FL 32967

NON-OPERATOR(S): NON-OPERATOR(S):

Robert B. Bunn, Trustee of the Rob’t B. Bunn Rev. Trust

By: By:

Print; Print:

Title; Title:

Address: Unknown Address:
5
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EXHIBIT “A”

Attached to and made a part of that certain MEMORANDUM OF OPERATING AGREEMENT
STATEMENT OF LIENS, SECURITY AGREEMENT AND FINANCING STATEMENT dated
October 31, 2018 by and between Percussion Petroleum Operating, LLC, as Operator, and St. Devote
LLC, et al, as Non-Operator(s).

A

wange in Ownershi n Final Participation

L T Al

Township 19 South — Range 25 East
Section 34: East Half of the East Half
Eddy County, New Mexico

II. E ICTIONS AS TO DEPTHS

As to the Yeso formation only, defined as the top of the Yeso formation at 2,279’ MD
and the base of the Yeso formation i3 at 4,460" MD based on the Len Mayer 1 (30-015-
05926) RDL_NEUTRON_POROSITY_2IN log from Section 28-T18S-R28E.
Working interests are broken out further within the Yeso formation below under
“WORKING INTERESTS OF THE PARTIES BY DEPTH".
F THE PARTIE

oL NAME NTACTS AND ADDRE

Operator:

Percussion Petroleum Operating, LLC
Attn; Josh Grisham

919 Milam Street, Suite 2475
Houston, TX 77002

Phone: 713-518-1331

Fax: 713-255-0261

Non-Operators:

St. Devote, LLC

Attn; Josh Grisham
919 Milam St, Ste. 2475
Houston, TX 77002

Mewbourne Oil Company
P.O. Box 7698
Tyler, TX 75711

Mewbourne Energy Partners 09-A LP
P.O. Box 7698
Tyler, TX 75711

Mewbourne Development Corporation
P.O. Box 7698
Tyler, TX 75711

CWM 2000-B Ltd
P.0. Box 7698
Tyler, TX 75711

CWM 2000-B 1I Ltd
P.O. Box 7698
Tyler, TX 75711

Sanford J. Hodge

Arcadia Realty Group

3500 Maple Ave, Suite 1165
Dallas, TX 75219

Heirs/Devisees of Dr. Isaac A. Kawasaki
734 Kalanipuer Street
Honolulu, HI 96825

Betsy H. Keller

c/o James T, Farrell

2505 Green Street

San Francisco, CA 94123

EOGY

Attn: Janet Richardson
104 South Fourth Street
Artesia, NM 88210

Nearburg Exploration Company
P.O. Box 823085
Dallas, TX 75382-3085

Adolph P. Schuman Marital Trust
Paul J. Sax, Co-Trustee

405 Howard Street

San Francisco, CA 94105
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3MG Corporation
P.O. Box 7698
Tyler, TX 75711

Gendron Rev. Liv. Trust
Robert P. Gendron, Trustee
380 Abbey Road

Indiana, PA 15701

Joseph R. Hodge
404 W. 27" Street
Houston, TX 77008

Unknown Heirs and Devisees
of Ernie Bello, Dec’d

Space Building Corporation
P.O. Box 283
East Taunton, MA 02718

J. Fredrick Van Vranken, Jr
950 Regency Square, Apt. #202
Vero Beach, FL 32967

Robert B. Bunn, Trustee Trust
Address Unknown

¢/o Lorraine Bello & Erlaine Bello-Trombetta

1570 Alwea Drive
Honolulu, HI 96817

E.G. Holden Testamentary Trust
c/o James T. Farrell

2505 Green Street

San Francisco, CA 94123

IV. WORKING INTERESTS OF THE PARTIES:

From the Top of the Yeso Formation to 3,700 Feet
St. Devote LLC 43.233770%
Mewboume Oil Company 9.791667%
Mewboumne Energy Partners 09-A LP 16.500000%
Mewboummne Development Corporation 5.500000%
CWM 2000-B Lid 7.833333%
CWM 2000-B II Ltd 3.375000%
3MG Corporation 7.000000%
Heirs of Emie Belo 0.054643%
J. W, Gendron 0.081964%
Joseph R. Hodge 0.009107%
Sarford J. Hodge, 111 0.009107%
E.G. Holden Testamentary Trust 0.027321%
Heirs of Dr. Isaac A. Kawasaki 0.054643%
Betsy Keller 0.027321%
EOGY 0.136606%
Nearburg Exploration Company 0.109285%
Adolph P. Schuman 0.054643%
Space Building Corporation 0.136606%
Frederick Van Vranken 0.054643%
Robert B, Bunn, Trustee 6.010345%
Total; 100.000000%

V. OIL AND GAS LEASES TO THE CONTRACT AREA

Lease No. 1
Lessor:
Lessee:
Dated:

United States of America, NMNM 0504364-B
American National Petroleum, et al
February 1, 1964

NE4/NE/ SE4/NE4 of Section 34, Township 19 South,

Range 25 East (containing 80 acres)
1/8th
7
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Lease No. 2

Lessor: United States of America, NMNM 31200
Lessee: Mewbourne Oil Company
Dated: Septemberl, 1977

Lands: Fownship 19 South, Range 25 East, N.M.P.M,
Section 34: E2/SE4
(containing 80 acres)

Royalty: 1/8th
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SEP Permian LLC

AUTHORITY FOR EXPENDITURE

AFENO. D20114

DATE: 09/03/2020

AFE TYPE: DRILL COMPLETE AND EQUIP

AFE DESC: LAKEWOOD FEDERAL COM 20H

OPERATOR:

COMPANY
DIVISION

102 - SEP PERMIAN,

GROSS/NET: G LLC

el N DLIURES DRYHOLE _COMPLETION EQUIP- LEMENT _ TOTAL _ ACTUAL

(LOCATION - OPS [ R ) ) pa—— 20,000.00]
TOTAL: 29,000.060 0.00 29,000.00

| LOCATION/DAMAGES-LAND | | 10,000.00] 0.00] 1 10,000.00 | |
TOTAL: 10,000.00 0.00 10,000.00

[[TITLE WORK/OPINIONS - LAND | [ 6o.000.00] 0.00] I 60,000.00] ]
TOTAL: €0,000.00 0.00 60,000.00

[SURVEY - LAND I | 5,000.00] 0.00] T 5,000.00 ] ]
TOTAL: 5,000.00 0.00 5,000.00

| DRILLING RENTALS: SURFACE | [ 44,013.00] 0.00] | 44,013.00] |
TOTAL: 44,013.00 0.00 44,013.00

[ORILLING RENTALS: SUBSURFACE | T 25.000.00] 0,00] ] 25.000.00 ] ]
TOTAL: 25,000.00 0.00 25,000.00

[DRILL MUD & COMPL FLUID I T 25,000,00] 0.00] I 25,000.00] ]
TOTAL: 25,000.00 0.00 25,000.00

| WELLSITE SUPERVISION | | 27.800.00] 0.00] | 27,900.00] |
TOTAL: 27,900.00 0.00 27,900.00

[GROUND TRANSFORT I | 9,000.00] ____ 0.00] _ | ~9,000.00] ]
TOTAL: 9,000.00 0.00 9,000.00

[CONTRACT DRILLING (DAY RATEITUF | [ 122,500.00] 0.00] [ 122.500.00] |
TOTAL: 122,500.00 0.00 122,500.00

[DIRECTIONAL TOOLS AND SERVICES | [ 97.350.00] 0.00] | 87,350.00] ]
TOTAL: 97,350.00 0.00 97,350.00

[FLUID & CUTTINGS DISPOSAL | [ ©62.300.00] 0.00] [ 62,300.00] ]
TOTAL: 62,300.00 0.00 62,300.00

[FRAC TANK RENTALS | | 180.00] 0.00] | 160.00 | ]
TOTAL: 180.00 0.00 180.00

[BiTs | | 30,500.00] 0.00] [ 30,500.00] ]
TOTAL: 30,500.00 0.00 30,500.00

[FUEL, WATER & LUBE [ [ 23.400.00] 0.00] [ 23,400,00 | ]
TOTAL: 23,400.00 0.00 23,400.00

[CEMENT I [ 32.500.00] 0.00] ] 32,500.00] ]
TOTAL: 32,500.00 0.00 32,500.00

[CASING CREWS AND LAYDOWN SERY | I 7.500.00] 0.00] I 7.500.00] |
TOTAL: 7,500.00 0.00 7,500.00

[PROD CSG CREW AND LAYDOWN SE! | T 7.500.00] 0.00] T 7.500.00 i
TOTAL: 7,500.00 0.00 7,500.00

[MUD LOGGER [ | 9,000.00] 0.00] | 9,000.00 | |
TOTAL: 9,000.00 0.00 9,000.00

[MOBIDEMOB RIG | | 16,800.00] 0.00] | 16,800.00 | |
TOTAL: 16,800,00 0.00 16,800.00

[VAGUUM TRUCKING I [ 15,000.00] 0.00] I 15,000.00 | |
TOTAL: 15,000.00 0.00 15,000.00

[DRILLPIPE INSPECTION I ] 10,000.00] 0.00] I 10,000.00 | ]
TOTAL: 10,000.00 0.00 10,000.00

[CONTRACT LABOR/SERVICES | [ 38.,000.00] 0.00] | 38,000.00 ]
TOTAL: 38,000.00 0.00 38,000.00

[MISC IDCICONTINGENCY | | 85.586,18] 0.00] | 85,506.18 ] ]
TOTAL: 85,596.18 0.00 85,596.18

[SURFACE CASING ] T 23.476.00] 0.00] I 23.478.00] ]
TOTAL: 23,478.00 0.00 23,478.00

[PRODUCTION/LINER CASING | | 128,040.75] 0.00] | 128,040.75] ]
TOTAL: 126,040.75 0.00 126,040.75

[CONDUCTOR FIPE | [ 20,000.00] 0.00] | 20.000.00 | |
TOTAL: 20,000.00 0.00 20,000.00

[WELLHEAD ] [ 1a.000.00] 0.00] I 14,000.00 | — ]
TOTAL: 14,000.00 0.00 14,000.00

[LINER HANGER/GASING ACCESSORY | T 15,000.00] 6.00] | 75,000.00 | ]

Page | of 3

Ex.AEx.5Pg.054



SEP Permian LL.C
AUTHORITY FOR EXPENDITURE

AFE NO.: D20114 COMPANY
AFE DESC: LAKEWOOD FEDERAL COM 20H DIVISION
DATE: 09/03/2020 OPERATOR:
AFE TYPE: DRILL COMPLETE AND EQUIP 102 - SEP PERMIAN,
GROSS/NET: G LLC
TOTAL: 15,000.00 0.00 15,000,00
[EQuUiP RENT I [ 44,000.00] 0.00] I 44,000.00] |
TOTAL: 44,000.00 0.00 44,000.00
[RENTALS: SURFACE IRON ] [ ©5.000.00] 0.00] | 65,000.00] ]
TOTAL: 65,000.00 0.00 65,000.00
[DRILLING RENTALS: SUBSURFACE __| [ 10,000.00] 0.00] I 10,000.00 | ]
TOTAL: 10,000.00 0.00 10,000.00
[DRILLMUD & COMPL FLUID [ [ 275.000.00] 0.00] [ 275000.00] ]
TOTAL: 275,000.00 0.00 275,000.00
[WELLSITE SUPERVISION I [ 48.250.00] 0.00] [ 46,250.00 |
TOTAL: 46,250.00 0.00 46,250.00
[COMPLETION CHEMICALS I [ 110,000.00] 0.00] [ Ti0,000.00] ]
TOTAL: 110,000.00 0.00 110,000.00
[GROUND TRANSFPORT T [ 10,000.00] 0.00] I 10,000,00] ]
TOTAL: 10,000.00 0.00 10,000.00
[FUMPDOWN [ [ 25.00000] 0.00] I 25,000.00] ]
TOTAL: 25,000.00 0.00 25,000.00
[CASED HOLE WIRELINE [ [ 82,000.00] 0.00] | 82,000.00 ] ]
TOTAL: 82,000.00 0.00 82,000.00
FRAC PLUGS | [ 44,000.00] 0.00] | 44,000.00 ]
TOTAL: 44,000.00 0.00 44,000.00
[FRACIFLUID SW DISPOSAL ] | 10,000.00] 0.00] | 10,000.00 | |
TOTAL: 10,000.00 0.00 10,000.00
[FRAC TANK RENTALS | | 10,000.00] 0.00] [ 10,000.00 ]
TOTAL: 10,000.00 0.00 10,000.00
FLOWBACK | | 47.000.00] 0.00] | 47,000.00 i |
TOTAL: 47,000.00 0.00 47,000.00
[STIMULATION AND PUMPING SERVIC | [ 300,000.00] 0.00] [ 300.000.00] ]
TOTAL: 300,000.00 0.00 300,000.00
[PROPPANT | | 150,000.00] 0.00] | 150,000.00 | |
TOTAL: 150,000.00 0.00 150,000.00
[FUEL, WATER & LUBE ] [ 120,000.00] 0.00] | 120,000.00] ]
TOTAL: 120,000,00 0.00 120,000.00
[CASING CREWS AND LAYDOWN SER" | | 2,500.00] 0.00] | 2,500.00] 7
TOTAL: 2,500.00 0.00 2,500.00
[COMPLETION/WORKOVER RIG I [ 51.500.00] 0.00] I 51,500.00 | |
TOTAL: 51,500.00 0.00 51,500.00
[KILL TRUCK I I 2,500.00] 0.00] | 2,500.00 ] |
TOTAL: 2,500.00 0.00 2,500.00
[COILTUBING,SNUBBING.NITRO SVC_| [ 10.000.00] 0.00] I 10,000.00] ]
TOTAL: 10,000.00 0.00 10,000.00
[CONTRACT LABOR - ARTIFICIAL LIFT | [ 17.500.00] 0.00] | 17,500,00] ]
TOTAL: 17,500.00 0.00 17,500.00
[CONTRACT LABOR - ELECTRICAUAU" | | 20,000.00] 0,00] | 20,000.00 | |
TOTAL: 20,000.00 0.00 20,000.00
[CONTRACT LABOR - WELL LEVEL | [ 15,000.00] 0.00] [ 15,000.00 | ]
TOTAL: 15,000.00 0.00 15,000.00
[FACILITY PAD CONSTRUCTION | [ 17.500.00] 0.00] T 17.500.00 ] |
TOTAL: 17,500.00 0.00 17,500.00
[MISC INTANGIBILE FACILITY COSTS | | 5,000.00] 0.00] | 5.000.00 | ]
TOTAL: 5,000.00 0.00 5,000.00
[CONTRACT LABOR - AUTOMATION | | 5,750.00] 0.00( | 5.750.00 | ]
TOTAL: 5,750.00 0.00 5,750.00
[EQUIPMENT RENTALS ] I 3,750.00] 0.00] | 3,750.00 ] ]
TOTAL: 3,750.00 0.00 3,750.00
| FREIGHT & HANDLING | I 3,750.00] 0.00] | 3.750.00] |
TOTAL: 3,750.00 0.00 3,750.00
[CONTRACT LABOR - ELECTRICAL __| ] 10,000.00] 0.00] | 10,000.00 | |
Page 2 of 3

Ex.AEx.5Pg.055



SEP Permian LLC
AUTHORITY FOR EXPENDITURE

AFENO:  D20114 COMPANY
AFE DESC: LAKEWOOD FEDERAL COM 20H DIVISION
DATE: 09/03/2020 OPERATOR:
AFE TYPE: DRILL COMPLETE AND EQUIP 102 - SEP PERMIAN,
GROSS/NET: G LLC
TOTAL: 10,000.00 0.00 10,000.00
[FACILITY CONSTRUCTION LABOR | [5.00000] 6.00] 45.000.00 | ]
TOTAL: 45,000.00 0.00 45,000.00
[BiTS I I 1,000.00] 0.00] 1,000.00 | ]
TOTAL: 1,000.00 0.00 1,000.00
[OVERHEAD POWER | | 12,500.00] 0.00| 12,500.00 ]
TOTAL: 12,500.00 0.00 12,500.00
[PARTS & SUPPLIES - ARTIFICIAL LIFT | [ 50,000.00] 0.00] 50,000.00 | |
TOTAL: 50,000.00 0.00 50,000,00
[PARTS 8 SUPPLIES - ELECTRICALAU | I 5,000,00] 0.00] 5,000.00] ]
TOTAL: 5,000.00 0.00 5,000.00
[PARTS & SUPPLIES - WELL LEVEL | [ 20,000.00] 0.00] 20,000.00] ]
TOTAL: 20,000.00 0.00 20,000.00
[TUBING I [_aa.25000] 0.00] 44,250,00 | ]
TOTAL: 44,250.00 0.00 44,250.00
[TUBING HEADIXMAS TREE I [ 10.000.00] 0.00] 10,000.00 ]
TOTAL: 10,000.00 0.00 10,000.00
VESSELS | | 41,750.00] 0.00] 41,750.00 | I |
TOTAL: 41,750.00 0.00 41,750.00
[ELECTRICAL - OVERHEAD & TRANSF( | I 12,500.00] 0.00] 12,500.00] |
TOTAL: 12,500.00 0.00 12,500.00
[CACT I | 18,750.00] 0.00] 18,750.00] ]
TOTAL: 18,750.00 0.00 18,750.00
[AUTOMATION METERS, SENSORS, VZ | [ 23.750.00] 0.00] 23,750.00] ]
TOTAL: 23,750.00 0.00 23,750.00
[MISC FITTINGS & SUPPLIES I T 20.000.00] 0.00] 20,000.00|_ ]
TOTAL: 20,000.00 0.00 20,000.00
[PUMPS & PUMP SUPPLIES | I 7.500.00] 0.00] 7.500.00 | ]
TOTAL: 7,500.00 0.00 7,500.00
[MISC TANGIBLE FACILITY COSTS | ] 2,500,00] 0.00] 2,500.00] ]
TOTAL: 2,500.00 0.00 2,500.00
[TANKS (Ol & WATER) T T 43.750.00] 0.00] 43,750.00] ]
TOTAL: 43,750.00 0.00 43,750.00
[CONTAINMENT | I 15,000.00] 0.00[ 15,000.00 ]
TOTAL: 15,000.00 0.00 15,000.00
[FIPING T [ 12.500.00] 0.00] 12,500.00 | |
TOTAL: 12,500.00 0.00 12,500.00
[ELECTRICAL - FACILITY | [ 61.250.00] 0.00] 61,250.00 ]
TOTAL: 61,250.00 0.00 61,250.00
TOTAL THIS AFE: 2,951,557.93 0.00 2,951,557.93
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