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

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF MEWBOURNE OIL COMPANY

FOR APPROVAL OF EXPANSION OF A UNIT AREA,
LEA COUNTY, NEW MEXICO. Case No. 21418

SELF-AFFIRMED STATEMENT OF ADRIANA SALGADO

Adriana Salgado, being duly sworn upon her oath, deposes and states:

1. I am a landman for Mewbourne Oil Company (“Mewbourne”), and have personal
knowledge of the matters stated herein. I have been qualified by the Division as an expert
petroleum landman.

2. The purpose of this application is to expand the existing North Wilson Deep Unit
Area, an exploratory unit originally comprising 2,145.95 acres of state land in Lea County, New
Mexico, and since contracted to 1,105.95 acres. The unit area would be expanded by the addition
of lands for a total of 12,142.39 acres, all in Lea County, New Mexico.

3 The expanded Unit Area will cover the following State of New Mexico lands:

Township 20 South, Range 36 East, NMPM

Section 31: Lots 1-4, E.2W/2, and E/2 (All)
Section 32; SW/4

Township 21 South, Range 35 East, NMPM

Section 4: Lots 1-16 and S/2 (All)

Section 5: Lots 1-16 and S/2 (All)

Section 6; Lots 1, 2, 7-10, 15, 16, and SE/4 (E/2)
Section 7: E/2

Section 8: All

Section 9: All

Section 16: All

Section 17: All

Sections 20-22: All

Section 27: All

Section 28: All EXHIBIT
Section 29: N/2



Section 33; All

Section 34: All

Township 22 South, Range 35 East, NMPM

Section 3: Lots 1-4, S/2N/2, and S/2 (All)
Section 10: W/2

Section 15: W/2

The zone to be developed is the Bone Spring formation,

4, Exhibit 1-A is the proposed Unit Agreement, which is the form required by the
State Land Office. A plat outlining the Unit Area is Exhibit “A” attached thereto. Tract
participation is based solely on acreage, which is what the State Land Office requires.

3. fﬁxhibit l-BrlS the proposed Operating Agreement for the Unit Area.

6. - Exhibit 1-Cisa sample proposal letter sent to interest owners in the Unit Area.
Joinder in the Unit Agreement and the Operating Agreement is completely voluntary.

T Exhibit 1-D contains C-102s for the initial unit wells, which are the North Wilson
Deep Unit Well Nos. 3H and 4H.

8. Exhibit 1-E contains the Authorizations for Expenditure for the initial unit wells.
The estimated costs of the wells set forth therein are fair and reasonable, and comparable to the
costs of other wells of similar depth and length drilled in this area of Lea County.

9. Exhibit 1-F is the letter of preliminary approval for the unit expansion from the
Commissioner of Public Lands.

10.  Several working interest owners do not approve of the unit expansion. COG
Operating LLC, Apache Corporation, and Marathon Oil Permian LLC have all received optional
offers from Mewbourne and we are waiting to hear back from them. I have emailed and called and
left messages with ConocoPhillips Company, and have not gotten a response. Devon Energy
Production Company, L.P. has stated they are not interested in committing to the expansion, and I
offered to arrange a teleconference to discuss their issues. However, they stated they did not think
that was necessary. As stated above, the above owners cannot be forced in to the Unit Agreement
or Unit Operating Agreement, As a result, their interests will remain unaffected.

11.  The attachments to this affidavit were prepared by me, or compiled from company
business records.

12, The granting of this application is in the interests of conservation and the prevention
of waste.



I understand that this Self-Affirmed Statement will be used as written testimony in this
case. | affirm that my testimony in paragraphs 1 through 12 above is true and correct and is made
under penalty of perjury under the laws of the State of New Mexico. My testimony is made as of
the date handwritten next to my signature below.

Date: -13-10 MMM :

Adriana Salgado
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UNIT AGREEMENT
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LEA  COUNTY(IES). NEW MEXICO

UNIT AREA

20

THIS AGREEMENT, entered into as of the 1 5‘_ day ol MaY 20 . by and between the pariies subseribing,

ratifving or consenting hereto, and herein refermed 10 as the "parties hereto™,
WITNESSETH
WHEREAS, the parties hereto are the owners of working. royakty. o other oil or pas interests in the umt arca subjeet to this agreement; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico is authorized by an Act of the Legislaire (Sec. 3. Chap. 88, Laws 1943) as
amended by Sec. 1 of Chapter 162, Laws of 1951, (Chap, 19, Art. 10, Sec 45, N.M. Statutes 1978 Annotated), to consent 1o and approve the development or operation of
State Lands under agreements made by lessees of State Land joinily or severally with other lessees where such agreements provide for the unit aperation or development
of part of or all of any oil or gas pool, field, or area; and

WHEREAS, the Commissioner of Public Lands of the State of New Mexico 1s authorized by an Act of the Legistamure (Sec. 1. Chap 162), (Laws of 1951,
Chap 19, At 10, See. 47 NAL Statutes 1978 Annotated) to amend with the approval of lessee, evidenced by the lessee’s exceution of such agreement or atheswise, any
oil and gas lease embracing State Lands so that the length of the term of smd lease may coineide with the term of such agreements for the unit operation and developmem

of part or all of any il or pas pool, field, or area; amd

WHEREAS, the Oil Conservation Division of the Encrpy and Minerals Department of the State of New Mexico ( héreinafter referred to as the “Division”),

is authorized by an Act of the Legiskare (Chap, 72, Laws 1935, as amended, being Section 70-2-1 et seq. N M. Statutes A 1, 1978 Compilation) to approve this
agreement and the conservation provisions hereof’; and
WHEREAS, the parties hereto hold sufficient interests in the o _NERTH WESON DEEP . - Unit Arca

covering the land heremaftier deseribed to give reasonably effective control of operations therein, and

WHEREAS, it is the purpose of the parties hereto to conserve nitural resources, prevent waste and secure other benefits obtmmable through development
and operanon of the area subject to this agreement under the 1enms, conditions and lintanons herein set forth;

NOW, THEREFORE, m consideration of the premises and the promises herem contained, the parties hereto commit 1o this agreement their respective
interests in the below defined wint area, and apree severally among themselves as follows

LUNIT AREA: The following desenbed Tand is herely designited and recognized as consttuting the wt area: [Attach sanother page if you need more space.|

Fownship .Range . NMPAM

Sechon Subidivisions: _See Page 3A N ) . N - -~ - .

Seetion ) Subdivisions - - - -

Secton Subdivisions; - —

Section Subdivisions: N . - e
Containing 12- 1 ﬂz 39 total acres, mote or less. m County(ies) LEA . New Mexico

Exhibut "A™ attached hereto 15 a map showing the umit area and the bosndanes and identiy of racts and leases i smd area to the extent known to the unit
operator. Exhila "B Ted heretois a schedule showing 10 the extent known to the unit operator the acreage, percentage and kind of ownership of oil and gas
interests in all lands in the unit area. However, nothing herein or in said schedule or muap shall be construed as a representation by any party hereto as 1o the ownership
of any interest other than such interest or interests as are shown on said map or schedule as owned by such party. Exhibit "A" and "B shall be revised by the unit
operator whenever changes i ownership in the unit area render such revisions necessary or when req d by the C ioner of Public Lands, heremafter referred to
as "Commissioner” or the Ol Conservation Division, hereimafier referred 10 as the "Division”

Al land committed to this agreement shall consntute land referred 1o herein as “unitzed land” or "land subject to this agrecment”™
the Bone Spring formation
2 UNITIZED SUBSTANCES All il gas, natural gasolime, and associated flurd hydrocarbons in smennd-ali-fermatrens of the unitized land are unitized under the
erms of this agreement and heremn are called "umneed subsinces”

3 UNIT OPERATOR Mewbourne Oil Company .
whose address s 3901 S. Broadway Avenue, Tyler, Texas 75701 isherely designated as
unit of and by sy hereto ¢ to this ag all interest in umtized substances vested in 1t as set forth m Exhirbar "B”, and agrees and consents to
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Township 20 South, Range 36 East. NMPM

Section 31: Lots 1-4, E/2W/2, and E/2 (All)
Section 32: SW/4

Township 21 South, Range 35 East, NMPM

Section 4: Lots 1-16 and S/2 (All)
Section 5: Lots 1-16 and S/2 (All)
Section 6: Lots 1, 2, 7-10, 15, 16, and SE/4 (E/2)
Section 7: Ef2

Section 8: All

Section 9: All

Section 16: All

Section 17: All

Sections 20-22: All

Section 27: All

Section 28: All

Section 29: N/2

Section 33: All

Section 34: All

Township 22 South, Range 35 East, NMPM

Section 3: Lots 1-4, S/2N/2, and S/2 (All)
Section 10: Ww/2

Section 15: W/2

Page 3A



accept the dutics and obligations of unit operator for the di y, devel and producti it b &s berein provided. Wh fe is made
hemul.ommmmﬁm“hmmmhMwnﬂmanwnfﬁmw‘uﬂmmm&mw
interest owner” when used herein shall include or refer to unit operator 25 the owner of a working interest when such an interest is owned by it

: A RR PER R: Unit operator shall bave the right to resign at any time but such resignation shall not become effective until
lmmﬂlowﬂwhﬁbﬂdﬂnﬂwﬂwﬂmb&wmhmmsﬂmw The resignation of the unit operator shall not release
the unit operstor from amy lisbility or any default by it bereunder occurring prior to the effective date of its resignation.

Unit opemntor may, upon definlt or failure in the perft of its duties or obligations b der, be subject to removal by the same percentags vote of
the owners of working interests determined in like manner as berein provided for the selection of & new unit operator. Such removal shall be effective upon notice
thereaf 1o the Commissioner and the Division,

The resi removal of the unit op ‘under this agreement ghall not termzinate his right, title or interest as the owner of a working intorest or other
MnMMMwhmwmﬁmwmmmmmmmmdmm
ed by the the new duly qualified successor umit operator, or fo
hmhﬂmﬂfunﬂmmmﬁ“hﬂeﬂdhhmﬂh&emdﬁmﬂﬂn@mww Nothing herein shall be construed as
authorizing removal of amy material, equi needed for the preservation of wells,

5. SUCCESSOR, UNIT QPERATOR: Whenever the unit operstor shall resign as unit operator or shall b d as bereinabove provided, th of the working
mwuwmehnwMmwwhmwmmMwamﬂmvw«m:mw&wmﬂmmmmww
than seventy-five percent (75%) of the working interests qualified to vote is owned by ons party to this agr a dditicnal parties, so a5
mmn&ewemleuﬂnWﬁwmﬁsﬁ)oﬂuwwmmhm@hdbmuuww Such selection shall not
bomuﬁsmw:aﬁl{-}-m 50 d shall accept in writing the dutics and ibiliti dmmd@}mmmmmw
Ty the Ce it o is selected wnd qualified as herem provided, the C joner at his election, with natice 1o the Division, may
M&mmmﬁ

6. ACCOUNTING PROVISIONS: The unit operator shall pey in the first i 1l costs and exp incurred in conducts b der, and guch
mmdwndlheuﬂhumbmﬁnmmhwwﬁwﬂuﬂhmdmhmmdlkmﬂﬂwﬂmmmmmu

operating agreement entered into by and between the unit operator end the owners of such interests, whether one or more, or Ay o
agreements entered into betwoen the working interest owners and the unit operator as provided in this section, whether one or more, are herein referred to uﬂ:e
*Operating Agroement”, No such agreement shall be deemed either to modify any of the terms end conditicns of this unit agreement or to relieve the unit operator of eny
right or obligation established undsr this unit sgreement and in case of any inconsistencies or conflict between this wnit agreement and the operating agreement, this unit
agreement shall prevail,

PERATOR: mumwmmmmmmﬁmmwmmwmmq
Mmr&hv{ﬂwmmm y or for, storing, allocati
wwmumuwwmmmwummm Amphﬂemdemefmkwmdndmahﬂhdnpoﬁmhﬁnhnidnﬂm
2nd, together with this agreement, shall constitute and define the rights, privileges and obligations of unit operator. Nothing herein, however, shall be construed to
wransfer title t any land or to any leese or operating agreement, it being undersiood that under this agrezment the unit operator, in its capacity as unit operator, shall
exercise the rights of possession and use vested in the parties bereto only for the purposes herein specified.

8. DRILLING TO DISCOVERY: The unit operator shall, within sixty (60) days after the effective date of this ag perations upon an adequate test
vdliuru‘lndwnponmmdﬁnmmmuﬂmtmndshn&mmiwdlwwdmﬂ@wmammwmmemﬂu
Bone Sprina jon or to such a depth as mnitized substances shall be

discavered in paying quantities at a lssser depth or until it shall, in the opinion of unit operator, be determined thaz the further drilling of snid well shall be umwarmanted
or impracticable; provided, however, that umt operator shall not, in any event, be required 1o drill s2id well to 2 depth in of 11,500 TVD feet.
Uniill ,wldqnntof itized sulx capable of being produced in paying quantities (to wit: quantities sufficient to repay the costs of drilling and

with & ible profit) unit operator shall contimue drilling diligendy, mmﬂnamnﬂmhgmmhnmmhmﬂn
mmdmmmumoﬁhcmﬂmﬂammnf dto the satisfs f
uw«maumvwamumammmumwwum duci itized subs i i
quantities in the formation drilled hereunder.

Anywﬂmmmmmdmoflh:swm&emmmﬂéﬁdwhdﬁm&d“ﬁr&edﬁﬂmdwuﬁw
well shall be considered as complying with the drilling requi bereof with respect to the initisl well. The Commissioner may modify the drilling requirements of
this section by granting reasonable extensions of time when in his opinion such action is warranted. Upon failure to comply with the drilling provisions of this article the
Commissioner may, after reasonable notice 1o the unit operator and each working interest owner, lessee and lessor at their last known addresses, declare this unit
agreement terminated, and all rights peivileges and cbligations granted end sssumed by this unit agreement shall cease and terminate as of such date,

9. OBLIGH RS t in peyi ities be di d
mmemmmemehﬁmﬁmm&umd*- plotion of the initial di mndmhvdmmﬁemw

of each twelve months period thereafter, file a repart with the Commi: and Division of th of the davell of the unit area and the development
comtemplated for the following twelve months period.

It is understood that one of the main considerations fior the approval of this by the C: of Public Lands is t 1he ordery
development of the unitized lands in accordance with good conservation practices o as to obtain the grestest ultimate recovery of unitized substances,

After discovery of unitized sub in paying quantities, unit operator shall procesd with diligence to reasonably develop the unitized arca as s
mﬁ&mﬂuwwﬁmm“uﬂuﬂcmws&rmu

ﬁmmwmmmmmu‘ fior hle devel s may be terminated by the Commissioner as 1o
all lands of the State of New Mexd by lop wwﬂmﬂngmmambumndummm»fmmbthdmsm

owners shall remain the same as Mmhﬂm been terminated as to such lands; provided, however, the Commissioner shall give notice to the unit operstor
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mdﬂnimwwuoudmlbmpmuu‘bedbyt&ﬁ19-10-20NMmtﬂswﬁmmnmlmmoflﬂMm“mﬂ

and any decision entered thereunder shall be subject to appeal in the manner prescribed by (See. 19-10-23 N.M. Stanutes 1978
Amme).nd pruwdndﬁnﬁw nmmmwwmum:w&muﬁuuhﬂMHMwﬁﬁmeW&
failing in which this agreement shall be terminsted as to all lands of the State of New Mexi b ped regular well spacing or p units,

Notwithstanding any of the provisi £ this Agreement o th all undeveloped regular well spacing or p oo unil tracts within the unit

boundaries shall b ically elimi ﬁﬂwmwﬁwmlmk:MMMthmbmmdhmﬂMl
the expiration of five (5) years after the first day of the month following the effective date of this agreement diligent drilling operations are in progress on said tracts.

10. PARTICIPATION AFTER DISCOVERY: Upan completion of a well capablo of prodocing unitized sub in payin ities the owners of working interests
shall participate in the prody fr ﬂmﬂmmwmhmh&mmhmmh, partions that their respective |
Wwve:edhwebymnmb\sbmﬂhﬁdmhwdmmﬂdbhdlwndhﬁhmﬂnﬁmﬂbﬂdmﬁww
been d from the ive leaschold interests participating therein, s«mm«wwmmmmwmm
MoEMWWm&MMNmemummmmmm* il d fo it such p 5 production as the
aumber of acres in each lease respect itted to thi bears to the total number of acres committed hereto.

Notwithstands isi ined herein to the contrary, cach working mierest owner shall have the right to take such owner's proportionats share
erfmmdm:u!mdurlomﬂyﬂu&wdhmdmmmmumum«mhwmww
the right to sell or otherwise dispase of the proportionate share of any working interest owner without specific ization from time 1o ti 1o do,

11, ALLOCATION OF PRODUCTION; All uoitized sut produced  tract in the unitized blished under exceps any part thereof
used for prods Fllm or idably lost, shall be d d hmmmnmmﬁwkmﬂmwﬂ
unitized land, and for the purpose of d i beaefits th #m acresge basis, each such tract shall bave allocated to it such percentage of said
wodmmuhmbwnb&emuﬂhdm Tt is bereby agreed that production of unitized sub from the unitized arca shall be allocated as provided
‘herein, regardless of whether any wells zre drilled on any pardcular tracts of said unitized srea.

lease owpers in dance with the terms of their leases shall pry

ks koo da P Nor MEde.

All royalties due 1o the State of New Mexico under the terms of the leases commiteed to this agreement shall be computed and paid o the basis of all
unitiznd substances allocated to the respective leases commitied bereto; provided, however, the State shall be entitled to take in kind its share of the unitized substances
sllocated to the respective leases, and in such case the unit operstor shall make deliveries of such royalty share in sccordance with the terms of the respective leases.

All rentals, if ey, due under aoy leases embracing lands other than the State of New Mexdico, shall be paid by the respective I d
vmhmewofﬁnluﬂlndlﬂmyﬂnudmunduﬂnmof-ywdﬂumMhpﬂmﬂhﬂs&ﬂmﬁﬁﬂmaﬂmﬁmhmlm
committed hereto,

If the unit operator introduces gas obtained fr than the unitized sub into amy producing formation for the purpose of
lating or i ing the ulti v of unitized suk therefrom, a 1) of gas, if available, with dus all for loss or depleti ﬂu:uny
mmhﬁﬂmﬂmhmmwmmﬂnwmmmmUﬂunw&ymbmmuu prody d therefi
such withdrawal shall be a1 such time as may be provided in a plan of to by the C: 33 wdwwvdhrw:mmuwnﬁmmsmswi
petrolzum enginecring practices; and provided further, that such right of withdrawal shall terminate on the termination of this wnit ags

d hereto is burdened with an overriding royalty, payment out of production or other charge in sddition to the usual royelty, the owner

ufeuhnuh!emahall bear and essump the same cut of the unitived substances allocated to the lands embeaced in each such lease os provided herein.

ditions and provi Mﬂllm bl d other contra lating to the explomtion, drilling develop or operation for ofl or gas of
the lands committed fo this agreement, shall as of the effoctive date hereof, be and th hereby ly modified amd ded insofar as they apphy 1o lmds
within the unitized srea to the extent necessary to make the same conform to the provisions | und so that the respective terms of said leases and agreements will be
extended ingofar incide with the terms of this agreement and the approval of this agreement by the Commissioner and the respective lessors and lessees
shall be effects fiorm the po d extend the terms of each such lease 85 to lands within the unitized area to the provisions and terms of this agreement; but
sthserwil in in full fo mmmm&nmwwaunmummmamudmmmmmw
the ided therein as long as this effect, provided, drilling operati the initial test well provided for herein shall have been
mwmﬂkmhmofh&ﬂdhhmwmmﬁe ération. of the sh lease itted to this Terminatic
mmMIM&leeﬂewhdpummﬁnhﬁh&fwnyqﬂuhhlmwmdmhmfawndeﬁﬂwu The

jon on each of the leasehold interests committed to this jon pursusnt to

mwﬁmuw»u i uwulnd duction fram each leasehold interest itted heret Mmmhw&wmhmﬁﬁe
mﬁmuﬂwﬁ&amﬁbmlmmmhﬂmwﬂloﬁulaﬂlnmm interests d to this
agreement, except as provided in Section 9 hereof,

Any lease embracing lands of the State of New Mexico of which only & portion is itted hereto shall be segregated as to the porti itted and as
1o the portion not committed and the terms of such leases shall apply separstely as two scparmie leases as to such segregated portions, commencing as of the effective
date hereaf. Notwithstanding any of the provisions of this agreement to the contrary, any lease cmbracing lands of the State of New Mexico having only a portien of its
lands committed hereto shall continue in full force and effect beyond the term provided therein as to all lands embraced within the uritized area and committed 1o this
sgreement, in accordance with the terms of this agreement. [foil and gas, or either of them, are discovered and are being produced in paying quantities from some part

of the lands embreced in such lease which part is itted to this agr at the expiration of the fixed term of such lease, such production shall not be cousidered as.
production from lands embraced in such leass which are not within the unitized arca, and which are not committed thereto, and drilling or reworking operations upon
somé part of the lands embraced within the unitized anea and commitied 1o this agr shell be idered as drilling and rki ! nly as to lands

embraced within the unit agreement aod oot 2s to lands embraced within the lease and not committed to this unit agreement; provided, however, as to any lease
mm«mmmmmmmmamﬁmmmmmeeﬂwm«moﬁm. has been discovered is
discovered upon that portion of such lands not d to th and are being produeed in paying quantities prior to the expiration of the fixed torm of such
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lease, such production in paying quantities shall serve to continue such lease in full force and effect in accordance with ifs terms as to all of the lands embraced in said
lease.

14. CONSERVATION: Operations b der and production of unitized substances shall be conducted to provide for the most economical and efficient recovery of
ﬂidﬂhﬂwuwihﬂﬁﬂ.udﬁdbywpmnnﬂo%hwuwﬂ“m

15. DRAINAGE: In the event a well or wells producing oil or gas in paying quantities should be brought in on land adjacent to the unit area draining unitized
b from the lands embraced therein, unit operator shall drill such offser weill or wells as o reasonably prodent operator would drill under the same or sirmilar
circumstances.

16, COVENANTS RUN WITH LAND: The covenants herein shall b d to b running with the land with respect to the interests of the parties bereto
wdﬁrmhmmememmamﬂmn“umwmmuwhﬁyu

ion of all p to the grantee, ar other successor in interest. No assignment or transfier or any
mhng.lwllur wohmmhﬁhmﬂkﬁnﬂbswwtwwhﬁ!dﬂyoﬂwda&mmﬂhmwmﬂmﬂﬁmm
original, photo static, or certified copy of the instrument of transfer.

17, MMMMWMMMWWWhCmmMmDmmnmdnh-llmmhﬂw(ﬂyws
afler such date unless (a) such date of i ded by the Commissioner, or (b) a valuable discovery of unitized substances has been made on unitized land
dm'ngw':li:ilialmnumrmmWan&memc&uuWumﬁM“WMhm
quantities from the unitized land and, should production ceass, 5o long thereafier as diligent operaticns are in progress for the restoration of production or discovery of
new production gnd so long thereafler as the unitized substances so discovered are being prodoeed as aforesaid. This agreement may be terminated at any time by not

Jess than seventy-five percent (75%) on an acreage basis of the owners of the working interests, signatory hereto, wﬂhummlema{:mmdmmamm B

to the Division. Likewise, the fadlure to comply with the drilling requirements of Section § hereof, mey subject this as

18. RATE OF PRODUCTION: Al production and the disposal thereof shall be in conformity with allocaticas, all nd g e or fixed by the Division,
and in conformity with all applicable Laws and lawful regulations.

19. APPEARANCES: Unit operator shall, after notics to other parties affected, have the right to appear for and on behalf of any and all interests affected hereby, before

the Commissicner of Public Lands and the Division, and to appeal from orders issued under tf lations of the Commissioner or Division, or to epply for relief from
qrofwdresulmmwmwmmiumwmwmmmmhmmwmmma that any other
interest party shall also have the right at his own expense 1o appear and to participate in amy such p g5

20. WNMMMMWWMnMWGMwMMsm shall be deemed fully given, if given in writing and
sent by postp mail, add d to such party or partie dd set forth in ion with the signatures hereto or to the ratification or
mhﬂ«wn&a&wd&muwylﬁmmmmmwﬂwwmm:ﬂsmm“'m

11 mh:dnmﬂdemnymofmmdhﬂ«wummmmﬂmmwmkmwmm@:
‘agresment o that such trect is not itted to this or the of thereaf b ‘becomes a result thereof, such tract may be
eliminated from the unitized area, end the i f the part justed s a result of such tract being sliminated from the umitized area. In the event of s dispize as to
the title to any royalty, working, or other interest subject hereto, the unit operator may withhold payment or delivery of the allocated portion of the unitized substances
involved on account thereof, without Hability for interest until the dispute is finally seutled, provided that no payments of funds due the State of New Meodico shall be
withheld Unit Operator, as such, is relieved from any responsibility for any defect or failure of any title hersunder.

22, SUBSEQUENT JOTNDER: Any oil or gas interest mlmdswnhmhmmmwmmdhumpdwnﬂnmbmoﬁum for final approval by

ucwthmva,whmdmbyMMmumume it ing 1o this agn or a
mhwﬁnﬂﬂnﬂwhﬂolmmmw ibscribi T y-wdngﬁr' location of costs of explorati

P wud op A joinder sh “beeﬂcmeuof&ehdla«&fbmh"‘ ing the approval by the Commissioner and the filing with the
Division of duly d of the i ummofmhmm&swhwmm”umm
perticipating in sy benefits b der, shall be requi mmwwwmm share of the unit exp prior to such party's
or parties joinder in the wnit agn dhﬂmﬂmm@muﬂ&ﬂpﬂmmwmwam

23. COUNTERPARTS: This agreement may be executed in any number of countecparts, o ane of which needs to be executed by all parties, or may be ratified or
consented to by separate instrument in writing specifically refemring hereto, and shall be binding upoa all those parties who have executed such a counterpart, ratification,
or consent hereto with the same force and effect as ifall such parties had signed the same document, and regardless of whether or not it is executed by all other partics
owning or claiming an interest in the lands within the sbove described unit arca.

IN WITNESS WHEREOF, the undersigned parties bereto hav d this to be executed as of th ive dates set forth opposite their
signatures,

[Note — Signature pages follow.]

Revised web version December 2014 6




B rTREcFoRTEE
BUSINESS ENTTTY

Address Date of

STATE OF )

COUNTY OF )

Acknowledgment in an Individual Capacity

This i was acknowledged before me on Date
by
Name(s) of Person(s)
(Seal) Signature of Notarial Officer
Acknowledgment in a Representative Capacity
“This instrument was acknowledged before me on Date
by
Name(s) of Person(s)
as of

Type of autharity, e.g., officer, trustee, eto Name of party on behalf of whom instrument was executed

Signature of Notarial Officer

My commission expires:

web ion D ber 2014 7
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EXHIBIT “C”
SCHEDULE OF TRACT PARTICIPATION

TRACT NUMBER UNIT PARTCIPATION PERCENTAGE
3 1.314733%
2 1.316709%
3 1.317698%
4 2.635396%
S 2.597018%
6 2.558628%
7 2.635396%
8 1.317698%
9 1.317698%
10 1.976547%
11 3.953093%
12 0.658849%
13 0.639578%
14 0.639742%
15 1.278743%
16 0.658849%
17 0.658849%
18 1.317698%
19 1.317698%
20 1.317698%
21 4.611942%
22 0.658849%
23 2.635396%
24 1.317698%
25 2.635396%
26 1.317698%
27 1.317698%
28 2.635396%
29 2.635396%
30 0.658849%
31 1.976547%
32 2.635396%
33 1.317698%
34 0.658849%
35 0.329424%
36 2.964820%
37 3.953093%
38 1.317698%
39 0.658845%.
40 1.317698%
a1 1.976547%

1.317698%
43 0.658849%
. ' 0.658849%
45 1.317698%
46 2.635396%
47 i 2.635396%
48 ' 1.317698%
49 2.635396%
50 2.635396%




51 2.635396%
52 2.659196%
53 2.661987%
54 1.317698%
55 1.317698%
56 2.635396%
TOTAL 100.000000%
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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between __Mewboumne Oil Company
hercinafler designated and referred to as "Operator,” and the signatory party or perties other than Operator,
to individually as "Non-Operator,” and collectively as "Non-Operators.”

WITNESSETH:

WHEREAS, the parties o this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land
identified in Exhibit "A," and the parties hereto have reached an 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 hereinafler provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS
As used in this agreement. the following words and terms shall have the meanings here ascribed to them:
A. The term "AFE" shail mean an Authority for Expenditure prepared by a party to this agreement for the purpose of estimating

the costs to be i 1 in cond an operation der. An AFE is not a contractual commitment. Rather it is only an estimate, made
in good faith.
B. The term "Completion” or *Complete™ shall mean a single operation intended to complete a well as a producer of Oil and Gas

in one or more Zones, including, but not limited to, the setting of production casing, perforating, well stimulation and production testing
conducted in such operation.

C. The term “Contract Area® shall mean all of the lands, Oil and Gas Leases and/or Oil and Gas Interests intended lo be
developed and operated for Oil and Gas purp under this agr Such lands, Oil and Gas Leases and Oil and Gas Interests are
described in Exhibit "A."

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

which the well was previously drilled, or below the Deepest Zone proposed in the iated AFE, whichever is the lesser. When used in
connection with a Horizontal Well, the term “Deepen” shall mean an operalion whereby a Lateral is drilled to a Displacement greater than
(i) the Disph ined in the proposal for such operation approved by the C ing Parties, or (ii) to the Displacement to which
the Lateral was drilled p 10 a previous proposal

E. The term "Displacement” shall have the same meaning as the term defined by the state regulatory agency having jurisdiction
over the Contract Area, in the absence of which the term shall otherwise mean the length of a Lateral.

F. The terms “Drilling Pary” and “Consenting Party” shall mean a party who agrees (o join in and pay its sharc of the cost of any
ducted under the provisions of this ag

G. The term "Drilling Unit" shall mean lhe area fixed for the drilling of one well by order or rule of any stale or federal

body having authority. If a Drilling Unit is not fixed by any such rule or order, a Drilling Unit shall be the drilling unit as

established by the pattem of drilling in the Contract Area unless fixed by express agreement of the Drilling Parties.

H, The term “Drillsite® shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be
located. When used in connection with a Horizontal Well, the term “Drillsite” shall mean (i) the surface hole location, and (ii) the Oil and
Gas Leases or Oil and Gas Interests within the Drilling Unit on or under which the wellbore, including the Lateral, is located.

1. The term “Horizontal Rig Move-On Period™ shall mean the number of days afler the date of rig release of a Spudder Rig until
the date a rig capable of drilling a Horizontal Well to its Total Measured Depth has moved on to location.

J. The term “Horizontal Well” shall have the same meaning as the term defined by the state regulatory agency having
jurisdiction over the Contract Area, in the absence of which the term shall mean a well containing one or more Laterals which are drilled,
Completed or Recompleted in a manner in which the hori 1] P of the Completion interval (1) extends at least one hundred feet
(100" in the objective formation(s) and (2) exceeds the vertical component of the Completion interval in the objective formation(s).

K. The term "Initial Well” shall mean the well required to be drilled by the partics hereto as provided in Article VLA,

L. The term “Lateral” shall mean that portion of a wellbore that deviates from approxi vertical orientation 1o a
horizontel orientation and all wellbore beyond such deviation to Total Measured Depth,

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

N. The terms "Non-Drilling Party” and "Non-Consenting Party” shall mean a party who elects not o participate in a proposed
operation.

O. The term "Oil and Gas” shall mean oil, gas, casinghead gas, gas cond and/or all other liquid or gaseous hydrocarbons and
other le sub es produced therewith, unless an intent to limit the inclusiveness of this term is specifically stated.
P. The term "Oil and Gas [ " or "l " shall mean unleased fee and mineral interests in Oil and Gas in tracts of land

lying within the Contract Arca which are owned by parties to this agreement.

Q. The terms "0il and Gas Lease,” “Lease” and "Leasehold” shall mean the oil and gas leases or interests therein covering tracts
of land lying within the Contract Area which are owned by the parties fo this agreement.

R. The term "Plug Back” shall mean a single operation whereby a deeper Zone is abandoned in order to atempt 2 Completion in
a shallower Zone, When used in connection with a Horizontal Well, the term “Plug Back” shall mean an operation to test or Complete the
well at a stratigraphically shallower Zone in which the operation has been or is being Cnmplettd and which is not in an existing Lateral.

S. The term "R pletion” or "R plete” shall mean an operation whereby a Completion in one Zone is abandoned in order
to atiempt a Completion in a different Zone within the existing wellbore.

T. The term “Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure, restore, or
improve production in a Zone which is currently open to production in the wellbore. Such operations include, but are not limited to, well

stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking, Deepening, Completing,
Recompleting, or Plugging Back of a well,
U. The term “Sidetrack” shall mean the di I control and i ional deviation of a well from vertical 5o as to change the

bottom hole location unless done to straighten the hole or drill around junk in the hole to overcome other mechanical difficulties. When used
in connection with a Horizontal Well, the term “Sidetrack™ shall mean the directional control and deviation of a well outside the existing
Lateral(s) so as to change the Zone or the direction of a Lateral from the approved proposal unless done to straighten the hole or drill
around junk in the hole or 1o other mechanical difficult

V. The term "Spudder Rig" shall mean a drilling nig utilized only for drilling all or part of the vertical component of a Horizontal
Well, a rig used only for setting conductor pipe shall not be considered a Spudder Rig.

W. The term “Terminus” shall have the same meaning as the term defined by the state regulatory agency having jurisdiction
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over the Contract Area, in the absence of which the term shall mean the furthest point drilled in the Lateral.

X. The term “Total Measured Depth,” when used in connection with a Horizontal Well, shall mean the distance from the surface of
the ground to the Terminus, as d along and including the vertical component of the well and Lateral(s). When the proposed
operation(s) is the drilling of, or operation on, a Horizontal Well, the terms “depth™ or “total depth” wherever used in this agreement shall be
deemed to read “Total Measured Depth” insofar as it applies o such well.

Y. The term “Vertical Well” shall mean a well drilled, Completed or Recompleted other than a Horizontal Well.

Z. The term "Zone® shall mean a stratum of carth containing or thought to contain a common accumulation of Oil and Gas
separalely producible from any other common accumulation of Oil and Gas.

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

natural and artificial persons, the plural includes the singular, and any gender includes the line, feminine, and neuter.
ARTICLE 11,
EXHIBITS
The following exhibits, as indicated below and attached herelo, are incom i in and made a part hercof:

_X A Exhibit "A." shall include the following information:
(1} Deseription of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,

(3) Parties to agr with add and telept bers for notice purp
(4) B ges or ional i of parties to this agreement,

(5} 0il and Gas Leases and/or Oil and Gas Interests subject 1o this agreement.
{6} Burdens on production.

_X  C. Exhibit *C.* Accounting Procedure.

_X D, Exhibit "D." Insurance,

_X _E. Exhibit "E,” Gas Balancing Agreement.

_X__ F. Exhibit "F," Non-Discrimnation and Certification of Non-Segregated Facilities.

G Eahibi-L T 2
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If any provision of any exhibil, except Exhibits "E," "F" and "G,” is i i with any provision contained in the body of this
agreement, the provisions in the body of this agreement shall prevail.
ARTICLE IiL
INTERESTS OF PARTIES
AOiknd-Gasbterests:
£ a4l a-aal F TR o P i | thatlat Lall ha teantad £ 11

1 Eihi
H-afry-parey e - Bl Be-ireaed o oF-Hs—-ags

B. Interests of Parties in Costs and Production:
Unless changed by alh:r pmvlslons all costs and liabilities incurred in operations under this agreement shall be borme and paid,
and all equip and d in operations on the Contract Area shall be owned, by the parties as their interests are set forth in

Exhibit *A." In the same manner, lhc partics shall also own all producuon of Oil and Gas from the Contract Area subject, however, to the
pay of royalties and other burdens on production as described i

Regardless of which party has contributed any Oil and Gas Lease or il and Gas Interest on which royalty or other burdens may
be payeble and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or cause to be paid or delivered,
all burdens on its share of' the production from the Contract Area up 10, but not in excess of, __twenty  five  percent  (25%)  and
shall indemnify, defend and hold the other parties free from any liability therefor. Except as otherwise expressly provided in this agreement,
if any party has contributed hereto any Lease or Interest which is burdened with any royalty, iding royalty, production pay or
other burden on production in excess of the amounts stipulated above, such party so burdened shall assume and alone bear all such excess

bligations and shall indemnify, defend and hold the other parties hereto harmless from any and all claims attributable to such excess burden,

However, so long as the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause
1o be paid or delivered, all burdens on production from the Conlract Area due under the terms of the Oil and Gas Lease(s) which such party
has contributed to this agreement, and shall indemnify, defend and hold the other parties free from any liability therefor.

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

Nothing contained in this Anticle 111.B. shall be d d an assi| or cross of i d hereby, and in
the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in said Leaseholds shall be
deemed leaschold i for the purp of this agr

C. Subsequently Created |

If any party has contributed hereto a Lease or Interest that is burdened with an assigr of production given as security for the
paymenl of money, or if, after the date of this agreement, any pmy creales an overriding royalty, production payment, net profits interest,
assignment of production or other burden payable out of prodi ibutable to its working interest h , such burden shall be
deemed a "Subsequently Created Intcrest” Further, if any party has contributed hereto a Lease or Interest burdened with an overriding
royalty, production payment, net profits interests, or other burden payable out of production created prior to the date of this agreement, and
such burden is not shown on Exhibit "A," such burden also shall be deemed a Subsequently Created Interest to the extent such burden
causes the burdens on such pany's Lease or Interest to exceed the amount stipulated in Article 111.B. above.

The party whose interest 1s burdened with the Subsequently Created Interest (the "Burdencd Party") shall assume and alone
bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other parties from and against
any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of exp -hargeable b der, all provisions of
Article VI1.B. shall be enforceable against the Sub Iy Created Interest in the same manner as they are enforceable against the working
interest of the Burdened Party. If the Burdened Panty is required under this agr to assign or relinquish 1o any other party, or parties,
all or a portion of its working interest andfor the production attributable thereto, said other party, or parties, shall receive said assignment
and/for production free and clear of said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless
said other party, or parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

o
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ARTICLE IV.
TITLES
A. Title Examination:

Tille examination shall be made on the Drillsite of any proposed well prior to commencement of drilling operations and, il a
majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire Drilling Unit, or
maximum anticipated Drilling Unit. of the well. The opinion will include the hip of the working interest, Is, royalty,
overriding royalty and production payments under the applicable Leases. Each party contributing Leases andfor Oil and Gas Interests to be
included in the Drillsite or Drilling Unit, if appropriate, shall fumish to Operator all abstracts (including federal lease status reports), title
opinions, title papers and curative material in ils possession (ree of charge. All such inf: ion not in the p ion of or made available to
Operator by the parties, but necessary for the examination of the title, shall be obtained by Operator. Operator shall cause title to be examined
by atlomeys on its stafl or by outside attomeys. Copies of all title opinions shall be fumished o each Drilling Party. Costs incurred by
Operator in procuring abstracts, fees paid outside attorneys for title inati includi ippl 1, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhﬂ:ul "C" shall be bome by the Drilling Parties in the
proportion that the interest of each Dnllmg Party bears to the total interest of all Drilling Parties as such interests appear in Exhlbm b/

Gpersorshalimekeno-chogeforsercvesrendered-by-Hs st atormersoroiln it e Fhe-ubove

Each party shall be responsible for securing curative matter and pooling d or agr quired in ion with
Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation and ding of pooling
designations or declarations and communitization agreements as well as the conduct of hearings before g I agencies for the
securing of spacing or pooling orders or any other orders necessary or appropriate to the conduct of operations h Jer. This shall not

prevent any party from appearing on its own behalf at such hearings. Costs incurred by Operator, including fees paid to outside attorneys,
which are associated with hearings before governmental agencies, and which costs are necessary and proper for the activities contemplated
under this agreement, shall be direct charges 1o the joint account and shall not be d by the administrative overhead charges as provided
in Exhibit "C.” Operator shall make no charge for services rendered by its staff’ murnc)fs or other personnel in the performance of the above
functions.

No well shall be drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has been
examined as above provided, and (2) the title has been approved by the ining attomey or title has been accepted by all of the Drilling
Parties in such well.

B. Loss or Failure of Title:

1. Failure of Tille: Should any Oil and Gas Interest or (il and Gas Lease be lost through failure of title, which results in a
reduction of interest from that shown on Exhibit "A" the party credited with contributing the affected Lease or Interest (including, if
applicable, a successor in interest to such party) shall have ninety (90) days from final determination of title failure to acquire a new lease
or other instrument curing the entirety of the title failure, which acquisition will not be subject to Article VIILB., and failing to do so, this

B heless, shall inuc in foree as to all remaining Oil and Gas Leases and Interests; and,

(&) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (including, if applicable,
a successor in interest 1o such party) shall bear alone the entire loss and it shall not be entitled to recover from Operator or the other partics
any development or operating costs which it may have previously paid or incurred, but there shall be no additional liability on its part to the
other parties hereto by reason of such title failure;

(b) There shall be no dj of 1 or revenu ived from the operation of the Lease or
Interest which has failed, but the imerests of the parties contained on Exhibit "A" shall be revised on an acreage basis, as of the time it is
determined finally that title failure has occurred, so that the interest of the party whose Lease or Interest is affecied by the title failure will
thereafler be reduced in the Contract Arca by the amount of the Lease or Interest failed;

{c) If the proportionate interest of the other parties hereto in any producing well previously drilled on the Contract Arca
is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attributable to the Lease or

Interest which has failed shall receive the p is attributable to the i in such interest (less costs and burdens attributable thereto)
until it has been reimbursed for unrecovered costs paid by it in connection with such well attributable to such failed Lease or Interest;

(d) Should any person not a party to this agr t, who 15 d ined to be the owner of any Lease or Interest which has
failed, pay in any manner any part of the cost of operation, develop or equipment, such amount shall be paid to the party or parties
who bore the costs which are so refunded;

(e) Any liability to account fo a person not a party to this agr for prior production of Oil and Gas which arises by

reason of title failure shall be bomne severally by each panty (including a predecessor to a current party) who received production for which
such accounting is required based on the amount of such production received, and each such party shall severally indemnify, defend and
hold harmless all other parties hereto for any such liability to account;

(f) No charge shall be made 1o the joint account for legal expenses, fiees or salaries in connection with the defense of the
Lease or Interest claimed to have failed, but if the party contributing such Lease or Interest hereto elects to defend its title it shall bear all

p in ion th ith; and

(g) If any party is given credit on Exhibit "A" to a Lease or Interest which is limited solely to ownership of an interest in the
wellbore of any well or wells and the production therefrom, such party’s absence of interest in the remainder of the Contract Area shall be
considered a Failure of Title as to such remaining Contract Arca unless that absence of interest is reflected on Exhibit "A."
1 ! : If, through mistake or oversight, any rental, shut-in well
payment, minimum myally or myuh} pay . or othu' pay Y to maintain all or a portion of an Oil and Gas Lease or interest is
not paid or is erroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary liability against the party who failed
to make such payment. Unless the party who failed to make the required payment secures a new Lease or Interest covering the same interest
within ninety (90) days from the discovery of the failure to make proper payment, which acquisition will not be subject to Article VIILB., the
interests of the parties reflected on Exhibit "A" shall be revised on an acreage basis, effective as of the date of termination of the Lease or
Interest involved, and the party who failed to make proper payment will no longer be credited with an interest in the Contract Area on account
of ownership of the Lease or Interest which has terminated. If the party who failed to make the required payment shall not have been fully
reimbursed, at the time of the loss, from the pm:eeds of the sale of Oil and Gas attributable to the lost Lease or Interest, calculated on an

acreage basis, for the develop and g costs previously paid on account of such Lease or Interest, it shall be reimbursed for
unrecovered actual costs previously p’-\ld by it (bux not for its share of the cost of any dry hole previously drilled or wells previously
abandoned) from so much of the following as is Y to effect reimb

(2) Proceeds of Oil and Gas produced prior to ination of the Lease or Interest, less operaling expenses and lease

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

3-



90 = O W B W R —

= e B
- o=

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 (Horz.}

acreage basis, up to the amount of unrccovered costs,

(b) Proceeds of Oil and Gas, less operating exy and lease burd b ble h der to the person who failed
1o make payment, up to the amount of unrecovered costs atlributable to that portion of Qil and Gas thereafter produced and marketed
{excluding production from any wells thereafter drilled) which, in the absence of such Lease or Interest ination, would be attributable to

the lost Lease or Interest on an acreage basis and which as a result of such Lease or Interest termination is credited to other parties, the
proceeds of said portion of the Oil and Gas to be contributed by the other parties in proportion to their respective interests reflected on Exhibit
"A"; and,
(¢) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the
Lease or Interest lost, for the privilege of participating in the Contract Area or becoming a party to this agreement.
3. Other Losses: All losses of Leases or | itted to this ag other than those set forth in Aricles
IV.B.1. and 1V.B.2. above, shall be joint losses and shall be bome by all parties in proportion to their interests shown on Exhibil *A." This
shall include but not be limited 1o the loss of any Lease or Interest through failure to develop or because express or implied covenants have

not been performed (other than perfc which requires only the p of money), and the loss of any Lease by expiration at the end of
its primary term if it is not renewed or extended. There shall be no read; of i in the ining portion of the Contract Area on
account of any joint loss.

4. Curing Title: In the event of a Failure of Title under Article IV B.1. or a loss of title under Article IV.B.2. above, any Lease or
Interest acquired by any party hercto (other than the party whose interest has failed or was lost) during the ninety (90) day period
provided by Article IV.B.I. and Article IV.B.2. above covering all or a portion of the interest that has failed or was lost shall be offered at
cost to the party whose interest has failed or was lost, and the provisions of Article VIILB. shall not apply to such acquisition.

ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:
— Mewbourne Qil Company shall be the Operator of the Contract Area, and shall conduct and direet
and have full control of all operations on the Contract Area as permitted and required by, and within the limits of this agreement. In its
perfi of services h fer for the Non-Operators, Operator shall be an independent contractor not subject to the control or direction
of the Non-Operators except es o the type of ion to be undertaken in ! with the election procedures ined in this
agreement. Operator shall not be deemed, or hold itself out as, the agent of the Non-Operators with authority to bind them to any obligation or
liability assumed or incurred by Operator as to any third party. Operator shall conduct its activities under this agreement as a reasonably
prudent operator, in a good and workmanlike mmner with due diligence and dispmch, in accordance with good oilfield practice, and in
mmplumne with ap‘wﬁ?‘i‘emlaglcé allﬁgu‘u'ﬂ.' 0 ew:m shrﬂl { havc lnlgras rator (o the other partics for losses sustained or
I:tles incurred / gi h g ic lor lar%% exr.ul vision qoes m;.
.gE gence szulimiscmtp #ns marw armnﬁ;l:tenl non operator ssu e |l|\|'=c|.‘am%ms

B. Resignation or Removal of Operator and Selection n!’Smcsmr,

I; . Operator may resign 2t any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of serving as
Operator, Operator shall be deemed to have resigned without any action by Non-Op except the selection of a Operator may
be removed only for good cause by the affirmative vote of Non-Operalors owning a majority interest based on ownership as shown on
Exhibit "A" remaining after excluding the voting interest of Operator, such vote shall not be deemed effective until a written notice has been
delivered to the Operator by a Non-Operator detailing the alleged default and Operator has failed to cure the default within thirty (30) days
from its receipt of the notice or, if the default concems an operation then being conducted, within forty-eight (48) hours of its receipt of the
notice. For purposes hereof, “good cause” shall mean not only gross neglig or willful misconduct but also the material breach of or
inability 1o mect the dards of aperati ined in Article V.A. or material failure or inability 10 perform its obligations under this
agreement.

Subject to Anticle VILD.| .. such resignation or removal shall not become effective until 7:00 o'clock A.M. on the first day of the
manth following the expiration of ninety (0) days after the giving of notice of resignation by Operator or action by the Mon-
Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator al an earlier date. Operator,
after effective date of resignation or removal, shall be bound by the terms hereof s a Non-Operator. A change of a corporate name or
structure of Operator or transfer of Operator's interest to any single subsidiary, parent or cor shall not be the basis for
removal of Operator.

2. Selection of Successor Operator; Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be selected by the parties. The successor Operator shall be selected from the parties owning an imerest in the
Contract Area at the time such Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) or
more parties owning a majority interest based on ownership as shown on Exhibit "A"; provided, however, if an Operator which has been
removed or is deemed 1o have resigned fails to vote or voles only to succeed itself, the successor Operator shall be selected by the affirmative
vote of the party or parties owning a majority interest based on ownership as shown on Exhibit "A" remaining after excluding the voting
interest of the Operator that was removed or resigned. The former Operator shall promptly deliver to the successor Operator all records and
data relating 1o the operations conducied by the former Operator 10 the extent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copying the former Operator’s records and data shall be charged to the joint account.

3. Effect of Bankruptcy: If Operator becomes insalvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of & successor. If a petition for relicf under the federal bankruptey laws is
filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all Non-Operatars and Operator shall

prise an interim operating i serve until Operalor has elected 1o reject or assume this agreement pursuant to the Bankruptcy
Code, and an election to reject this agreement by Operator as a debtor in possession, or by a trustee in bankruptey, shall be deemed a
resignation as Operator without any action by Non-Op , except the selection of a During the period of time the operating
committee controls operations, all actions shall require the approval of two (2) or more parties owning a majority interest based on ownership
as shown on Exhibit "A." In the event there are only two (2) parties to this agreement, during the period of time the operating committee
controls operations, a third party acceptable to Operator, Non-Operator and the federal bankruptey court shall be selected as o member of the
operating committee, and all actions shall require the approval of two (2) members of the operating commiltee without regard for their interest
in the Contract Area based on Exhibit "A "
C. Employees and Contraclors:

The number of employees or contractors used by Operator in conducti ions h der, their selection, and the
hours of labor and the compensation {or services performed shall be determined Dpemlor. :md all such employees or contractors shall be the
employees or contractors of Operator
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D. Rights and Duties of Operator:

. Compelitive Rates and Use of Affiliates. All wells drilled on the Contract Area shall be drilled on a competitive contract basis

at the usual rates prevailing in the area, If it so desires, Operator may employ its own tools and equipment in the drilling of wells, but its
charges therefor shall not exceed the prevailing rates in the area and the rate of such charges shall be agreed upon by the parties in writing
before drilling operations are commenced, and such work shall be performed by Operator under the same terms and conditions as are
customary and usual in the area in of independ who are doing work of a similar natre. All work performed or
materials supplied by affiliates or related parties of Operator shall be performed or supplied at competitive rates, pursuant to written
and in 4 with and standards prevailing in the industry.
2. Discharge of Joint Account Obligations: Excepl as herein otherwise specifically provided, Operator shall promptly pay and
discharge i d in the develop and operation of the Contract Area pursuant 1o this agreement and shall charge each of
the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit "C." Operator shall keep an accurate
record of the joint account hereunder. showing expenses incurred and charges and credits made and received.

3. Protection_from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts of
contractors and suppliers and wages and salaries for services rendered or perfc d, and for ial lied on, 1o or in respect of the
Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from liens and encumbrances resulting
therefrom except for those resulting from a bona fide dispule as to services rendered or ial lied

4. Custody of Funds: Operator shall hold for the sccount of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator, cither for the conduct of operations hereunder or as a result of the sale of production from the Coniract Area, and such
funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until used for their intended purpose or
otherwise delivered to the Non-Operators or applied toward the payment of debts as provided in Article VILB. Nothing in this paragraph shall
be construed to establish a fiduciary relationship between Operator and Non-Operators for any purpose other than to account for Non-
Operator funds as herein specifically provided. Nothing in this paragraph shall require the maintenance by Operator of separate accounts for
the funds of Non-Operators unless the partics otherwise specifically agree.

5. Access to Contract Arca and Records; Operator shall, except as otherwise provided herein, permit cach Non-Operator
or its duly authorized representative, at the Non-Operator's sole risk and cost, full and free access at all ble times to all operations of
every klnd and character beins conducted for the joint account on the Contract Area and to the records of operations conducted thereon or

| herefrom, | g Operator's books and records relating thereto. Such access rights shall not be exercised in a manner
|merfmn5 with Operator's conduct of an operation hereunder and shall not obligate Operator to furnish any geologic or geophysical data of an
interpretive nature unless the cost of preparation of such pretive data was charged to the joint account. Operator will fumnish to each Non-
Operator upon request copies of any and all reports and information obtained by Operator in connection with production and related items,
including, without limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
purchase contracts and pricing information to the extent not applicable to the production of the Mon-Operator seeking the information. Any
audit of Operator's records relating to ded and the of such expendi shall be conducted in d with
the audit protocol specified in Exhibit “C."

6. Filing and Fumishing Govemmental Reporis: Opermor will file, and upon written request promptly furnish copies to
each requesting Non-Operator not in default of its pay bliga all operati ru:mces. reports or applications required to be filed by
local, State, Federal or Indian agencies or authorities having jurisdiclion over of h der. Each Non-Operator shall provide to
Operator on a limely basis all information necessary to Operator 1o make such filings.

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

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

(b) Operator will send 10 Mon-Operators such reports, test results and notices regarding the progress of operations on the well
as the Non-0) shall bly request, including, bul not limited to, daily drilling reports, completion reports, and well logs.

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

8. Cost Estimates. Upon request of any Consenting Party, Operator shall fumish estimates of current and cumulative costs
incurred for the joint account at reasonable intervals during the conduct of any op to this ag Operator shall not be
held liable for errors in such estimates so long as the es‘llmates are made in good faith.

9. Insurance: At all times while ions are 1 der, Operator shall comply with the workers compensation law
of the slale where the operations are being conducted; provided, however, that Operator may be a self- insurer for liability under said
compensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit "C." Operator
shall also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit "D" attached hereto and made a
part hereol. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workers compensation

-

law of the state where the operations are being conducted and to maintain such other i as Operator may require.

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

ARTICLE VL
DRILLING AND DEVELOPMENT

A. Initial Well:

Onorbeforethe 317 day of __December, 2021, Operator shall commence the drilling of the Initial Well
at the following location (if'a Hori: Well, surface and Terminus/Termini of the Lateral(s)):

SEE ATTACHED EXHIBIT “A™.

and shall thereafter continue the drilling of the well (horizontally if a Horizontal Well) with due diligence to adequately test the
Bone Spring formation.

5.
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The drilling of the Initial Well and the participation therein by all parties is obligatory, subject to Article VI.C.1. as 10 participation in
Completion operations and Article VI F. as to termination of operations and Article X1 as to occurrence of force majeure.
B. Subsequent Operations:

|. Proposed Operations: 1 any party hereto should desire 1o drill any well on the Contract Area other than the Initial Well, or if
any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of producing in paying
paying quantities in which such party has not otherwise relinquished ils interest in the proposed objective Zone under this agreement, the
party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give writien notice of the proposed operation o
the parties who have not otherwise relinquished their interest in such objective Zone under this agreement (and to all other parties in the
case of a proposal for Sidetracking or D g as lo a Vertical Well), specifying the work to be performed, the location, proposed depth,
objective Zone and the esti d cost of the operation as outlined in an AFE. A proposal for the drilling of or other operations for a
Horizontal Well shall: (1) state that the proposed operation is a Horizontal Well operation, (2) include drilling and Completion plans
specifying the proposed: (i) Total Measured Depth(s), (i) surface hole location(s), (i) Terminus/Termim, (iv) Displacement(s),
(v) utilization and scheduling of rig(s) (Spudder Rig, drilling and Completion), and (vi) stimulation operations, staging and sizing, and (3)
include estimated dnlling and Completion costs as set forth in an AFE. The parties to whom such 2 notice is delivered shall have thirty (30)
days after receipt of the notice within which 1o notify the party proposing to do the work whether they elect W participate in the cost of the
proposed operation. If a drilling rig is on location, notice of a proposal to Rework, Sidetrack, Recomplete, Plug Back or Deepen may be
given by telephone and the response period shall be limited to forty-eight (48) hours, exclusive of Saturday, Sunday and legal holidays.
Failure of a party to whom such notice is delivered to reply within the period above fixed shall constitute an election by that party not to
participate in the cost of the proposed operation, Any proposal by a party to conduct an operation conflicting with the operation initially
proposed shall be delivered to all parties within the time and in the manner provided in Article VLB.6.

If all parties to whom such notice is delivered elect to p pate in such a p the parties shall be contractually

dtop ipate therein p such ions are d within the time period hereafier set forth, and Operator shall, no

later than ninety (90) days after expiration of the notice period of thiry (30) days (or as promptly as practicable afler the expiration of the
forty-eight (48) hour period when a drilling rig is on location, as the case may be), actually the proposed operation and thereafi
complete it with due diligence at the risk and expense of the partics participating therein; provided, , said date may
be extended upon written notice of same by Operator to the other parties, for a period of up to thirty (30) additional days if, in the sole
opinion of Operator, such additional time is by Y 1o obtain permits from governmental authorities, surface rights (including
rights-of-way) or appropriale drilling i or o lete title ination or ive matter required for title approval or
acceptance. If the actual operation has not been commenced within the time provided (including any ion thereof as specifically
permitted herein or in the force majeure provisions of Article X1) and if any party hereto still desires to conduct said operation, written
nolice proposing same must be resubmitted to the other parties in accordance herewith as if no prior proposal had been made. Those parties
that did not participate in the drilling of a well for which a propasal to Deepen or Sidetrack is made hereunder shall, if such panies desire to
participate in the proposed Deepening or Sidetracking operation, reimburse the Drilling Parties in accordance with Article VI.BA. in the
event of 2 Deepening op and in d with Article VLB.5. in the event of a Sidetracking operation.

2. QOperations by Less Than All Parties;

(a) Determination of Participation. If any party to whom such notice is delivered as provided in Article VILB.1. or VIC.1.
{Option No. 2) elects not to participate in the proposed operation, then, in order 1o be entitled to the benefits of this Article, the party or
parties giving the notice and such other parties as shall elect to participate in the operation shall, no later than ninety (90) days after the
expiration of the notice period of thiny (30) days (or as promptly as practicable aﬂcr the csplmmn of the forty-cight (48) hour period when
a drilling rig is on location, as the case may be) actually the prop and lete it with due diligence. Operator
shall perform all work for the account of the Consenting Parties; provided, however, :!‘nn drilling rig or other equipment is on location, and
il Operator is a Mon-Consenting Party, the Consenting Parties shall either: (i) request Operator to perform the work required by such
proposed operation for the account of the Consenting Partics, or (ii) designate one of the Consenting Parties as Operator to perform such
work, The rights and duties granted to and imposed upon the Operator under this agreement are granted 1o and imposed upon the party
designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parties, when conducting
operations on the Contract Area pursuant to this Article V1.B.2, dmll comply with all tcrms and coﬂd:mns of this agreement,

If less than all parties app any proposed op the proposing party, | diately after the expiration of the applicabl
notice period, shall advise all Parties of the total interest of the parties approving such operati and its Tec dation as to whether the
Consenting Pariies should proceed with the operation as proposed. Each Consenting Party, within forty-sight (48) hours (exclusive of
Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the proposing party of its desire to (i) limit panticipation to
such party's interest as shown on Exhibit *A" or (ii) carry only its proportionate part (determined by dividing such party's interest in the
Contract Area by the interests of all Consenting Parties in the Contract Area) of Non-Consenting Parties’ interests, or (iii) camy its
proporti part (d ined as provided in (ii)) of Non-Consenting Parties' interests together with all or a portion of ils proportionate
part of any Non-C ing Parties’ that any C: ing Party did not elect to take. Any interest of Non-Consenting Parties that is
not carried by a Consenting Party shall be deemed 1o be carried by the party proposing the operation if such perty does not withdraw its
proposal. Failure Lo advise the proposing party within the time required shall be deemed an election under (i). In the event a drilling rig is
on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a total of forty-eight (48) hours
(exclusive of Sawrday, Sunday and legal holidays). The proposing party, at its election, may withdraw such propasal if there is less than
IOO% participation and shall notify all pnmes of such decision within ten (10) days, or within twenty-four (24) hours if a drilling rig is on
I following expiration of the ap le resp pemdtfluo%subscnpumwl!w, posed operation is obtained, the proposing
party shall promptly notify the C. g Parties of their prop in the operation and the party serving as Operator shall
commence such operation within the period provided in Article VI.B.1., subject to the same extension right as provided therein,

(b) Belinguishment of Interest for Non-Participation, The entire cost and risk of conducting such operations shall be bome by
the Consenting Parties in the proportions they have clected to bear same under the terms of the preceding paragraph. Consenting Parties
shall keep the leasehold estates invalved in such operations free and clear of all liens and encumbrances of every kind created by or arising
from the operations of the Consenting Parties, If such an operation results in a dry hole, then subject to Articles VI.B.6. and VLE3, the
Consenting Parties shall plug and abandon the well and restore the surface location at their sole cost, risk and expense; provided, however,
that those Non Consenting Parties that participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall
pay, their proportionate shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs
were not i d by the subseq ions of the C ing Parties. If any well drilled, Reworked, Sidetracked, D d

Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil andlor Gas in paying

36



0w O B W R e

A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 (Horz.)

quantities, the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk, and the well shall then be turned
over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the expense and for the account of the
Consenting Parties. Upon commencement of operations for the drilling, Reworking, Sidetracking, Recompleting, Decpening or Plugging
Back of any such well by Consenting Parties in accordance with the provisions of this Article, each Non-Consenting Party shall be deemed
to have relinquished to Consenting Parties, and the Consenling Parties shall own and be entitled to receive, in proportion to their respective
interests, all of such Non-Consenting Party's interest in the well and share of production therefrom or, in the case of a Reworking,
Sidetracking, D ing, R pleting or Plugging Back, or a Completion pursuant to Article VI.C.1. Option Mo. 2, all of such Non-
Consenting Party’s interest in the production obtained from the operation in which the Non-Consenting Party did not elect to participate.
Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or market value thereof if such
share is not sold {after deducting applicable ad valorem, production, severance, and excise laxes, royalty, overriding royalty and other
interests not excepted by Article Il1.C. payable out of or measured by the production from such well accruing with respect to such interest
until it reverts), shall equal the total of the following:

(i) 100 % of each such Non-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the

wellhead connections (including but not limited to stock tanks, sep treaters, pumping equi and piping), plus 100% of each
such Non-Consenting Party's share of the cost of operation of the well ing with first production and inuing until each such
Non-Ci ing Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-

Consenting Party's share of such costs and equipment will be that interest which would have been chargeable to such Non-Consenting Party
had it participated in the well from the beginning of the operations; and

(iiy _300 % of (a) that portion of the costs and exp of drilling, king, Sidetracking, D ing. Plugging
Back, testing, Completing, and Recompleting, after deducting any cash contributi ived under Article VIILC., and of (b) that portion
of the cost of newly acquired equipment in the well (to and including the wellhead connections), which would have been chargeable to such
Non-Consenting Party il il had participated therein,

Notwithstanding anything to the contrary in this Article VL.B., if the well does not reach the deepest objective Zone described in
the notice proposing the well for reasons other than the encountering of granite or practically i ble sub or other condition in
the hole rendering further operations impracticable, Operator shall give notice thereof to each Nun-Conscnuns Party who submitied or
voted for an alternative proposal under Article VI.B.6. to drill the well 1o a shallower Zone than the deepest objective Zone proposed in the
notice under which the well was drilled, and each such Non-Consenting Party shall have the option to participate in the initial proposed
Completion of the well by paying its share of the cost of drilling the well to its actual depth, calculated in the manner provided in Article
VIBA4. (a). If any such Non-Consenting Party does not clect to participate in the first Completion proposed for such well, the
relinquishment provisions of this Article VILB.2. (b) shall apply to such party's interest.

(¢) Reworking, Recompleting or Plugging Back, An clection not to participate in the drilling, Sidetracking or Decpening of a
well shall be deemed an election not to participate in any Reworking or Plugging Back operation proposed in such a well, or portion
thereof, Lo which the initial non-consent election applied that is conducted at any time prior to full recovery by the Consenting Parties of the
Non-C ing Party's p amount. Similarly, an election not to panticipate in the Completing or R pleting of a well shall be
deemed an election not to participate in any R i i in such a well, or portion thereof, to which the initial non-
consent election applied that is conducted at any time prior to full recovery by the Consenting Parties of the Non-Consenting Party's
recoupment amount, Any such Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be
deemed part of the cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties ___300 %
of that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to such Non-
Consenting Party had it participated therein. If such a Reworking, Recompleting or Plugging Back operation is proposed during such

" period, the provisions of this Article VI.B, shall be applicable as b said C ing Parties in said well.
(d) annnm.Mmm During l.he period of time Consenting Parties are entitled to receive Nm-Cansemmg Pcrly 's share of
production, or the p is tt Ci g Parties shall be responsible for the pay of all ad valorem, p erance,

excise, gathering lrJd other taxes, and all myally. ovemiding royalty and other burdens applicable to Mon-Consenting Party’s share of
production not excepted by Article [11.C
In the case of any Reworking, Sidetracking, Plugging Back, R pleting or Deepening operation, the C ing Parties shall
be permitied to use, free of cost, all casing, (ubing and other equipment in the well, but the ownership of all such equipment shall remain
h d; and upon of a well after such Reworking. Sidetracking, Plugging Back, Recompleting or Deepening, the
Consenting Partics shall account for all such equipment to the owners thereof, with each party receiving its proportionate part in kind or in
value, less cost of salvage
Within ninety (90) days afier the completion of any operation under this Aricle, the pany conducting the operations for the
Consenting Parties shall furnish each Non-Consenting Party with an & y of the equi in and 1 to the well, and an
itemized statement of the cost of drilling, Sidetracking, Deepening, Plugging Back, testing, Completing, R pleting, and equipping the
well for production; or, at its option, the operating party, in lieu of an itemized statement of such costs of operation, may submit a detailed
statement of monthly billings. Each month thereafier, during the time the Consenting Partics are being reimbursed as provided above, the
party conducting the operations for the Cs ing Parties shall fumish the Non-Consenting Parties with an itemized statement of all costs
end liabilities incurred in the operation of the well, together with a statement of the quantity of Oil and Gas produced from it and the
amount of proceeds realized from the sale of the well's working interest production during the p ding month. In di ining the quantity
of Oil and Gas produced during any month, Consenting Parties shall use industry accepted methods such as but not limited 1o metering or
periodic well tests. Any amount realized from the sale or other disposition of equip newly acquired in ion with any such
operation which would have been owned by 2 Non-l" g Party had it panticipated therein shall be credited against the total unretumed
costs of the work done and of the equij p dind ining when the interest of such Non-Consenting Party shall revert to it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party.
1f and when the Consenting Parties recover from a Non-Ci ing Party's relinquished interest the amounts provided for above,
the relinguished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 a.m. on the day following the day on
whlch such recoupment uccurs.and from and afler such ion, such Non-C ing Party shall own the same interest in such well, the
l and equi in or p g thereto, and the production therefrom as such Non-Consenting Party would have been entitled to
had it participated in the drilling, Sidetracking, Reworking, Deepening, Recompleting or Plugging Back of said well. Thereafter, such Non-
Consenting Pany shall be charged with and shall pay its proportionate part of the further costs of the operation of said well in accordance
with the terms of this agreement and Exhibit "C" attached hereto.
3. Stand-By Costs: When a well which has been drilled or Deepened has reached its authorized depth and all tests have been
completed and the results thereofl fumnished to the parties, or when operations on the well have been otherwise terminated pursuant (o
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Article VLF., stand-by costs incurred pending response Lo a party’s notice proposing a Reworking, Sidetracking, Deepening, pleting,
Plugging Back or Completing operation in such a well (including the period roqum:d under Article VI.B.6. to resolve competing proposals)
shall bc charged and bome as part of the drilling or D Just leted. Stand-by costs subsequent to all parties

or expiration of the resp time permitted, whick first occurs, and prior to agreement as to the participating interests of
all Cunsentmg Parties pursuant to the terms of!he second grammatical paragraph of Article VI.B.2. (a), shall be charged to and bome as
part of the proposed operation, but if the proposel is sut ly withdi because of insufficient participation, such stand-by costs shall
be all d b the C i anas in the propnmon cach Consenting Party's intercst as shown on Exhibit "A" bears to the total
interest as shown on Exhibit "A" of al! Consenting Parties.

In the event that notice for a Sidetracking operation is given while the drilling rig to be utilized is on location, any party
may request and receive up to five (3) additional days after expiration of the forty-cight hour response period specified in Article VI.B.1.
within which to respond by paying for all stand-by costs and other costs incurred during such extended response period; Operator may require
such party to pay the estimated stand-by time in ad as a condition 1o ling the resp period. If more than one party elects to take
such additional time to respond 1o the notice, standby costs shall be allocated between the parties taking additional time to respond on a day
to-day basis in the proportion each electing party’s interest as shown on Exhibit “A” bears to the total interest as shown on Exhibit "A" of all
the electing parties.

4. Decpening: If less than all pamies elect 1o parucipme in a drilling, Si ing, or Deepening ion proposed
pursuant to Article VL.B. 1., the interest relinquished by the Non-C g Parties to the Consenting Parties under Article Vl B.2. shall relate
only and be limited to the lesser of (i) the total depth actually drilled or (ii) the objective depth or Zone of which the parties were given notice
under Article VLB.1. ("Initial Objective™). Such well shall not be Deepened beyond the Initial Objective withow first complying with this
Article to afford the Non-C ing Parties the opy ity to participate in the Deepening operation.

In the event any Consemting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective,
such party shall give notice thereof. complying with the requirements of Article VI.B.1., to all parties (including Non-Consenting Partics).
Thereupon, Articles VLB.1. and 2. shall apply and all parties receiving such notice shall have the right to participate or not participate in the
Deepening of such well pursuant to said Articles VL.B.1. and 2. If a Decpening of is app to such provisions, and if any
MNon-Consenting Party elects to participate in the Deepening operation, such Mon-Ci ing party shall pay or make reimbursement (as the
case may be) of the following costs and expenses.

{a) If the proposal 1o Deepen is made prior to the Completion of such well as a well capable of producing in paying

such Non-C ing Party shall pay {or reimburse Consenting Parties for, as the case may be) that share of costs and expenses
incurred in connection with the drilling of said well from the surface to the Initial Objective which Non-Consenting Party would have paid
had such Non-Consenting Party agreed to panticipate therein, plus the Non-Consenting Party's share of the cost of Deepening and of
participating in any further operations on the well in accordance with the other provisions of this Agreement; provided, however, all costs for
testing and Completion or pted Completion of the well incurred by Consenting Parties prior to the point of actual operations to Deepen
beyond the Initial Objective shall be for the sole account of Consenting Parties.

(b} If the proposal is made for a Non-Consent Well that has been previously Completed as a well capable of producing
in paying quantitics, but is no longer capable of producing in paying quantities, such Non-C ing Party shall pay (or reimburse
Consenting Parties for, as the case may be) ils proportionate share of all costs of drilling, Completing, and equipping said well from the
surface 10 the Initial Objective, calculated in the manner provided in paragraph (a) above, less those costs recouped by the Consenting Parties
from the sale of production from the well. The Non-Consenting Party shall also pay its proportionate share of all costs of re-entering said well.
‘The Mon-Consenting Parties’ proportionate part (based on the pereentage of such well Non-Consenting Party would have owned had it

previously participated in such Non-Consent Well) of the costs of salvable materials and equif ining in the hole and salvable surface
equipment used in connection with such well shall be determined in accordance with Exhibit *C." If the C ing Partics have ped the
cost of drilling, Completing, and equipping the well at the lime such Deepening ion is conducted, then a Non-C ing Party may
participate in the Deepening of the well with no payment for costs incurred prior to re-entering the well for Deepening

The foregoing shall not imply a right of any C ing Party to propose any Deepening for a Non-Consent Well prior
to the drilling of such well to its Initial Objective without the consent of the other C ing Partics as provided in Article VI.F.

This Article VILB.4 shall not apply to Deepening operations within an existing Lateral of a Horizontal Well.

5. Sidetacking: Any party having the right to participate in a proposed Sidetracking operation that does not own an
interest in the affected wellbore at the time of the notice shall, upon electing to participate, tender to the wellbore owners its proportionate
share (equal to its interest in the Sidetracking operation) of the valu: of that portion of the existing wellbore to be utilized as follows;

(a) If the proposal is for Sidetracking an g dry hole, mmhursrmenl shal'l be on the basis of the actual costs
incurred in the initial drilling of the well down to Ihedcplhalwhnchﬂa:“ Jetracking of is i 1

{b) If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of
such parlfs pmpmmtc share of drilling and equipping costs incurred in the initial drilling of the well down 1o the depth at which the
Sid g Op is conducted, calculated in the manner described in Article VI.B.4(b) above. Such party's proportionate share of the
cost of the well's salvabl ials and equif down to the depth at which the Sidetracking of is initiated shall be determined in
accordance with the provisions of Exhibit "C.*

This Article VI.B.S, “Sidetracking,” shall not apply to operations in an existing Lateral of a Horizontal Well.

6. Order of Preference of Operations, Except as otherwise specifically provided in this agreement, if any party desires to propose
the conduct of an operation that confiicts with a proposal that has been made by a party under this Article VI, such party shall have fifteen
(15) days from delivery of the initial proposal, in the case of a proposal to drill 2 well or to perform an operation on a well where no drilling
rig 1s on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal holidays, from delivery of the initial proposal, if a
drilling rig is on location for the well on which such operation is to be conducted, to deliver to all parucs entitled to participate in the proposed
operation such party’s al ive proposal, such al proposal to contain the same infe quired to be included in the initial
propasal. Each party receiving such proposals shall elect by delivery of notice to Operator within five (5) days after expiration of the proposal
period, or within twenty-four (24} hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on location for the well that is
the subject of the proposals, to participate in one of the competing proposals. Any party not electing within the time required shall be deemed
not to have voted. The proposal receiving the vole of parties owning the largest aggregate percentage interest of the parties voting shall have
priority over all other competing proposals; in the case of a tie vole, the initial proposal shall prevail. Operator shall deliver notice of such
result 1o all parties entitled to participate in the operation within five (5) days afler expiration of the election period (or within twenty-four (24)
hours, exclusive of Saturday, Sunday and legal holidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty
four (24) hours if 2 rig is on location) from receipt of such notice to elect by delivery of notice to Operator 1o participate in such operation or
to relinquish interest in the affected well pursuant to the provisions of Article V1.B.2 ; failure by a party to deliver notice within such period
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shall be deemed an clection nat to participate in the pmalhng proposal.

7. Conformitv 1o Spacing Paitern, Notwitk g the provisions of this Article VI.B.2,, it is agreed that no wells shall be
praposed to be drilied to or Completed in or produced from a Zoru: from which a well located elsewhere on the Contract Area is producing,
unless such well conforms 1o the then-existing well spacing pattern for such Zone,

8. Paving Wells Mo party shall conduct any Reworking, Deepening, Plugging Back, Completion, R pletion, or Sidetracking
operation under this agreement with respect to any well then capable of producing in paying quantities except with the consent of all parties
that have not relinquished interests in the well at the time of such operation.

9. SmddsLB.!ss

. If an approved Horizontal
Well proposal provides that a Spudder ng shall he utilized, and Opcmor dmms to exr.end the pmposud Horizonta! Rig Move-On Period,
Operator may obtain onc or more extensions, each for a period of time not to exceed 30 days only upon notice and the affirmative vote
of not less than 70 % in interest of the Consenting Parties to the drilling of the proposed well.

{b) Mot Within Approved Horizontal Well proposals. If an approved Horizontal Well proposal does not provide that a Spudder
Rig may be utilized, and Operator subsequently desires to utilize a Spudder Rig, Operator may utilize a Spudder Rig upon notice (o the
Drilling Parties {which notice shall include a Horizontal Rig Move-On Period) and the affirmative vote of notlessthan __70 % in
interest of the C ing Parties. Extensi of the Hori | Rig Move-On Period may be requested by Operator in the same manner as
provided in Article V1.B.9.(a) immediately above.

(c) Eailure to meet Horizontal Rig Move-On Period. If 2 rig capable of drilling a Horizontal Well to its Total Measured Depth
has not i of ions within the Hori: I Rig Move-On Period, or any approved extension(s) thereof, unless 70 % in
interest of the Consenting Parties agree to abandon the operation, Operator shall re-propose the well in the manner provided in Article VLB
of this agreement. Any party who was & Non-Consenting Party to the original drilling proposal shall be entitled to a new election. Costs of
the operation, incurred both before and after such re-proposal, shall be borme as follows:

(1) Operator shall promptly reimburse all unused funds previously advanced for the drilling of the well to each party who
advanced such unused funds,

(2) If the well's drilling operations are sub I d, all costs, whether incurred before or after the re-proposal,
shall be bome by the Consenting Parties to the re-proposed well and, the Consenting Parties shall proportionately reimburse each party
who consented Lo the original proposal but did not consent to the re-proposal such party’s share of costs i i prior to the re-proposal.

(3) If the well's drilling operations are not subsequentl d pursuani to a re-proposal as herein provided, all costs
incurred prior to the re-proposal, and all costs of abandonment, shall be bome and paid by the original Consenting Parties.

(d) Commencement of Operations, For purposes of Anticle VI.B., and subject to the provisions of this sub-section 9, the date a
Spudder Rig commences actual drilling operations shall be idered the of drilling operations of the proposed well.

10. Multi-well Pads. If multiple Horizontal Wells are drilled or proposed 1o be drilled from a single pad or location, the costs of
such pad or location shall be all d. and/or reall d as ¥, 10 the Ci ing Parties of each of the wells thereon.
C. Completion of Wells; Reworking and Plugging Back:

1. ngni;m Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked, except any well drilled,

Deepened or Sid d to the provisions of Articie VI.B.2 of this agreement. Consent to the drilling, Decpening or Sidetracking
shall include:
=] 1l 1 ﬁu s rﬁcndllurcs for the drilling, Deepening e84 wing-testing, Completion and equipping
of the m:ludms tankage and/or surface facilitics.

=] Qmm_ﬂﬂ._z. All necessary expenditures for the drilling, Deepening or Sidetracking and testing of a Vertical Well,
When such well has reached its authorized depth, and all logs, cores and other tests have been completed, and the resulis
thereof fumished to the parties, Operator shall give immediate notice lo the Non-Operators having the right to participate
in a Completion atempt whether or not Operator d pting to Complete the well, together with Operator's
AFE for Completion costs if not previously provided. The parties receiving such notice shall have forty-eight (48) hours
{exclusive of Saturday, Sunday and legal holidays) in which to elect by delivery of notice 1o Operator to participate in a
recommended Completion attempt or to make a Completion p | with an panying AFE. Operator shall deliver

any such Completion prog or any Completion proposal flicting with Operator's proposal, to the other parties
entitled 1o participate in such Completion in d with the dures specified in Article VL.B.6. Election to
participate in a Completion attempt shall include consent to all neocssary expenditures for the Complenng and equnppmg
of such well, including necessary tankage andfor surface facilities but excluding any I p not d
on the Completion AFE. Failure of any party receiving such notice to reply within the period above fixed shall constitute
an election by that party pol to participate in the cost of the Completion attempt; provided, that Article VI.B.6. shall
control in the case of conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a
Completion, the provisions of Anticle VI.B.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or
Plugging Back" as contained in Article VI.B.2. shall be deemed 1o include "Completing®) shall apply to the operations
lhcreaﬁcrmmdumdbyiasslhm all parties;  provided, however, that Article VI.B.2. shall apply scparately to each

P Comph or R pletion attempt undertaken der, and an election to become a Non-Consenting Party
as 10 one Cornplclmn or Rsoomplman attempt shall not prevent a party from t ing a Ci ing Party in subscq
Completion or R ! gardless whether the Consenting Pam:s as to ecarlier Completions or

Recompletions have ucoupcd their cosl.s pursuant to Article VI.B.2; provided further, that any recoupment of costs by a
Consenting Party shall be made solely from the production attributable to the Zone in wlnch the Completion attempt is
made. Election by a previous Non-C ing party lo participate in a subsequent Compl or R pletion attempt
shall require such party to pay its proportionate share of the cost of salvable materials and cquipment installed in the well
pursuant to the previous Completion or Recompletion attempt, insofar and only insofar as such materials and equipment
benefit the Zone in which such party participates in a Completion altempt.

Notwithstanding anything to the contrary, including the selection of Option 2 above, or anything else in this agreement, Option
1 shall apply to all Honizontal Wells.

2. Rework, Recomplete or Plug Back: No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the Reworking, Recompleting or
Plugging Back of 2 well shall include all y expendi in conducting such operations and Compleling and equipping of said well,
including necessary tankage and/or surface facilitics,
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D. Other Operations:
Operator shall not undenake any single project reasonably estimated to require an exg in excess of

__two hundred thousand _____Dollars ($ _200.000.00 ) except in connection with the drilling, Sidetracking, Reworking, Deepening,
Completing, Recompleting or Plugging Back of a well that has been previously authorized by or pursuant to this agreement, provided,
however, that, in case of explosion, fire, flood or other sudden emergency, whether of the same or different nature, Operator may take such
steps and incur such expenses as in its opinion are required to deal with the g 1o safeguard life and property but QOperator, as
promptly as possible, shall report the emergency 1o the other parties. 1f Operator prepares an AFE for its own use, Operator shall fumnish
any Non-Operator so requesting an information copy thereof for any single project costing in excess of
_ onehundredandfiftythousand  Dollars($__150,000.00 ) Any party who has not relinquished its interest in
a well shall have the right to propose that Operator perform repair work or undertake the installation of artificial lift equipment or ancillary
production facilities such as salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar

project (but not including the installation of gathering lines or other transportation or marketing facilities, the installation of which shall be
fid d by sep 2! b the parties) reasonably estimated to require an expenditure in excess of the amount first set forh
above in this Anticle V1.D. (except in ion with an operati ired lo be 4 under Articles V1.B.1. or VL.C.1. Option No. 2,

which shall be govemed exclusively be those Anicles). Operator shall deliver such proposal to all parties entitled to participate therein. If
within thirty (30) days thereof Operator secures the written consent of any party or parties owning at least 70 % of the interesis
of the parties entitled to participate in such operation, each party having the right to participate in such project shall be bound by the terms
of such proposal and shall be obligated to pay its proporti share of the costs of the proposed project as if it had consented to such
project pursuant to the terms of the proposal.

E. Abandonment of Wells:

I. Abandonment of Drv Holes; Except for any well drilled or Deepened pursuant to Anicle VI.B.2., any well which has been
drilled or Deepened under the terms of this agr and is proposed to be completed as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent effort, be unable to contact any party, or should any party fail to reply within
forty-cight (48) hours (exclusive of Saturday, Sunday and legal holidays) after delivery of notice of the proposal to plug and abandon such
well, such party shall be deemed to have i to the proposed aband All such wells shall be plugged and abandoned in

fance with applicable regulations and at the cost, risk and expense of the parties who participated in the cost of drilling or Deepening
such well. Any party who objects to plugging and abandoning such well by notice delivered to Operator within forty-eight (48) hours
{exclusive of Saturday, Sunday and legal holidays) afier delivery of notice of the proposed plugging shall take over the well as of the end of
such forty-eight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of Article VLB
failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct such operations or to take over
the well within such period or th fter to conduct operations on such well or plug and abandon such well shall entitle Operator to retain or
take possession of the well and plug and abandon the well. The party taking over the well shall indemnify Operator (if Operator is an
abandoning party) and the other abandoning parties against liability for any further operations conducted on such well except for the costs of
plugging and abandoning the well and restoring the surface, for which the abandoning partics shall remain proportionately liable.

2. Abandonment of Wells That Have Produced: Except for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has been completed
as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to such abandonmenl, the well shall
be plugged and abandoned in d with applicable regulations and at the cost, risk and expense of all the parties hereto. Failure of a
party to reply within sixty (60) days of delivery of notice of proposed abandonment shall be deemed an election to consent to the proposal. If,
within sixty (60) days afier delivery of notice of the proposed abandonment of any well, all parties do nol agree to the abandonment of such
well, those wishing to continue its operation from the Zone then open to production shall be obligated to take over the well as of the expiration
of the applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any further operations on the well conducted by such parties. Failure of such party or parties to provide proof reasonably
satisfactory to Operator of their financial capability to conduct such operations or to take over the well within the required period or thereafler
1o conduct operations on such well shall entitle operator 1o retain or take possession of such well and plug and abandon the well.

Parties taking over a wcll as prmndr.d herein shall tender to each of the other parties its proportionate share of the value of

the well's salvabl ial and equip d d in d with the provisions of Exhibit “C." less the estimated cost of salvaging
and the estimated cost of plugging and abandoning and restoring the surface, provided, however, that in the event the estimated plugging and
bandoning and surface ion costs and the estimated cost of salvaging are hrghar than the value of the well's salvable matenal and
quip each of the abandoning parties shall tender to the parties ¢ g 0p their proporti shares of the estimated excess

cost. Each abandoning party shall 2ssign 1o the non-abandoning parties, withoul warranty, express or implied, as lo tlitle or as lo quantity, or
fitness for use of the equipment and material, all of its interest in the wellbore of the well and related equipment, together with its interest in
the Leaschold insofar and only insofar as such Lr.asel'so]d covers the right Lo obtain production from that wellbore in the Zone then open to
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assignments or leases so limited shall encompass the Drilling Unit upon which the well is located. The p by, and the assig or
leases 10, the assignees shall be in a ratio based upon the relationship of their respecti ge of p P in the Contract Area to the
aggregate of the percentages of participation in the Contract Area of all assignees. 'l1|¢|t shall hc no readj of i in the g
portions of the Contract Area.

Thereafier, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production
from the well in the Zone then open other than the royalties retained in any lease made under the terms of this Article. Upon request, Operator
shall continue to operate the assigned well for the account of the non-abandoning parties at the rates and charges contemplated by this

g plus any additional cost and charges which may arise as the result of the sef hip of the assigned well. Upon proposed
band of the producing Zone assigned or leased, the assignor or lessor shall then have the option to repurchase its prior interest in the
well (using the same valuation fi Ia) and participate in further operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Article VILE.I. or VLE.2. above shall be applicable as
between Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well
shall be permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been

notified of the proposed abandonment and afforded the opportunity to elect o take over the well in d with the provisions of this
Anticle VLE.; and provided further, that Non-Consenting Parties who own an interest in a portion of the well shall pay their proportionate
shares of aband and surface ion cost for such well as provided in Anticle VI.B.2.(b).

-10-
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F. Termination of Operations:

Upon the emen: of an op for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion or plugging of a well, including but not limited to the Initial Well, such operation shall not be terminated without consent of
parties bearing ____70 % of the costs of such operation; provided, however, that in the event granite or other practically impenetrable
substance or condition in the hole is encountered which renders further operations impractical, Operator may discontinue operations and
give notice of such condition in the manner provided in Article VI.B.1, and the provisions of Article VI.B. or VLE. shall thereafier apply to
such operation, as appropriate.

G. Taking Production in Kind:
@ Option No. 1: GuFls ing Agreement Attached
1ai

Each party shall vl:’c ih ki t;:"sepumcly dispose of its proportionate share of all Qil and Gas produced from the Coniract Area,
exclusive of production which may be used in develop and producing operations and in preparing and treating Oil and Gas for
keting purposes and producti idably lost. Any extra expenditure incurred in the taking in kind or separate disposition

by any party of its proportionate share of the production shall be bome by such party. Any party taking its share of production in
kind shall be required Lo pay for only its proportionate share of such part of Operator's surface facilities which it uses.

Each party shall execute such division orders and contracts as may be necessary for the sale of its interest in production from the
Contract Area, and, except as provided in Article VILB., shall be entitled to receive payment directly from the purchaser thereof
for its share of all production.

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate share of ﬁd&ﬁ
produced from the Contract Arca, Opgrator shall have the right, subject to the revocation at will by the party owning it, but not the
obligation, to purchase such Oil For salfit to others at any time and from time to time, for the account of the non-taking party. Any
such purchase or sale by Operator may be terminated by Operator upon at least ten (10) days written notice to the owner of said
production and shall be subject always to the right of the owner of the production upon at least ten (10) days written notice to
Operator to exercise at any time its right to take in kind, or separately dispus%%‘, its share of a %:;. lI’nm previously delivered to a
purchaser. Any purchase or sale by Operator of any other party’s share ol‘d“ ! slﬁll be only for such reasonable periods of time as
arc consistent with the minimum needs of the industry under the panticular circumstances, but in no event for a period in excess of

one (1) year.
Any such sale by Operator shall be in a manner ially ble under the ci but Operator shall have no
duty to share any existing market or to obai ice equal to that received under any existing market. The sale or delivery by

Operator of a non-taking party’s share of Oil / under the terms of any existing contract of Operator shall not give the non-taking
party any interest in or make the non-taking party a party to said contract. No purchase shall be made by Operator without first
giving the non-taking party at least ten (10) days written notice of such intended purchase and the price to be paid or the pricing

basis (o be used.

All parties shall give timely wrilten notice to Operator of their Gas marketing 2 for the following month, excluding
price, end shall notify Operator immediately in the event of a change in such arrangements. Operator shall maintain records of all

keting and of vel actually sold or transported, which records shall be made available to Non-Operators upon

reasonable request,

In the event one or more parties’ separate disposition of its share of the Gas causes split-stream deliveries 1o sef pipeli
andlor deliveries which on a day-to-day basis for any reason are not exactly equal to a party's respective proportion- ate share of
total Gas sales to be all d to it, the balancing or ing b the parties shall be in accordance with any Gas balancing

agreement between the parties hereto, whether such an agreement is attached as Exhibit "E" or is a separate agreement. Operalor
shall give notice to all perties of the first sales of Gas from any well under this agreement.
O OptionNo-2-No-Gas-Balancing-Ag ¢
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ARTICLE V11
EXPENDITURES AND LIABILITY OF PARTIES
A. Liability of Parties:

The liability of the partics 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 Area. Accordingly, the liens granted
among the parties in Article VILB. are given to secure only the debts of each severally, und no pany shall have any liability 1o third parties
hereunder 10 satisfy the default of any other party in the pay of any exp or oblig; der. It is not the intention of the
parties to create, nor shall this agreement be construed as creating, a mining or other parinership, joint venture, agency relationship or
association, or to render the parties liable as pariners, co or principals. In their relations with each other under this agreement, the
parties shall not be considered fiduciaries or 1o have blished a confidential relationship but rather shall be free to act on an arm's-length
basis in accordance with their own respective sell-interest, subject, however, to the obligation of the parties 1o act in good faith in their
dealings with each other with respect to activities hereunder.

B. Liens and Security [nterests:

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

0il and Gas Interests in the Contract Area, and a security interest and/or purchase money security inlerest in any interest it now owns or

hereafter acquires in the p | property and fixtures on or used or obtained for use in connection therewith, to secure performance of all
of its obligations under this agreement including but not limited to payment of expense, interest and fees, the proper disbursement of all
monies paid h der, the assig or relinquish of interest in Oil and Gas Leases as required hereunder, and the proper
per of operations | der. Such lien and security interest granted by each party hereto shall include such pary’s leasehold
i , working i p rights, and royalty and overriding royalty interests in the Contract Area now owned or hereafier
acquired and in lands pooled or unitized therewith or otherwise becoming sub)w. 1o this agreement, the Oil and Gas when extracied
therefrom and equipment situated thereon or used or obtained for use in herewith (including, without limitation, all wells, tools,
and tbuler goods), and (including, without limil arising from gas imbalances or from the sale of Oil and/or Gas at
the wellhead), contract rights, inventory and general intangibles relating thereto or arising therefrom, and all p ds and products of the

foregoing,
To perfect the lien and security agreement provided herein, each party hereto shall execute and acknowledge the recording
andfor any g prepared and submitted by any party hereto in conjunction herewith or al any time following
cxoculscm hereof, and Operator is authorized to file this ags or the ding suppl | herewith as a lien or morigage in
the applicable real estate records and as a financing statement with the proper officer under the Uniform Commercial Code in the state in
which the Contract Area is situated and such other states as Opcmor shall deem appropriate to perfect the security interest granted
hereunder. Any party may file this ag the di PP d h ith, or such other documents as it deems necessary
as a lien or mongage in the applicable real estate r\emrls and/or a financing statement with the proper officer under the Uniform
Commercial Code.

Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to the other
parties shall be a first and prior lien, and cach party hereby agrees to maintain the priority of said lien and security interest against all
persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or under such party. All parties
acquiring an interest in Oil and Gas Leases and Oil and Gas | d by this ag whether by assi merger, 2ap
operation of law, or otherwise, shall be deemed to have taken subject to the lien and security interest granted by this Article VILB. as to all
obligations attributable to such interest hereunder whether or not such obligations arise before or after such interest is acquired.

To the extent that parties have a security interest under the Uniform Commercial Code of the state in which the Contract Area is
situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the
obtaining of judgment by a party for the secured indebtedness shall not be deemed an election of remedies or otherwise affect the lien rights
or security interest as sccurity for the payment thereof. In addition, upon default by any party in the payment of its share of expenses,
interests or fees, or upon the improper use of funds by the Operator, the ather parties shall have the right, without prejudice to other rights
or remedies, to collect from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed
by such party, plus interest as provided in "Exhibit C," has been received, and shall have the right to offset the amount owed against the
proceeds from the sale of such defaulting party’s share of Oil and Gas. All purchasers of production may rely on a notification of default
from the non-defaulung pnrty or pnmcs stating the amount due as a result of the default, and all parties waive any recourse available against
purch for rel p ds as provided in this p

If any part)r I‘anls to pay its shm of cost within one hundred twenty (120) days afler rendition of a statement therefor by
Operator, the defaulting parties, including Operator, shall upon request by Operator, pay the unpaid amount in the proportion that the
interest of each such party bears 1o the interest of all such parties. The amount paid by each party so paying its share of the unpaid amount
shall be secured by the liens and security rights described in Article VILB., and each paying party may independently pursue any remedy
available hereunder or otherwise.

If any party does not perform all of its obligations hereunder, and the failure 1o perform subjects such party to foreclosure or
execution proceedings pursuant to the provisions of this u,gn:emm to the extent allowed by govemning law, the defaulting party waives any
available right of redemption from and after the date of j any required val or apprai of the igaged or secured
property prior to sale, any available right to stay execulion or to require a marshaling of assets and any required bond in the event a receiver
is appointed. In addition, 1o the extent permitted by applicable law, each party hereby grants to the other parties a power of sale as to any
property that is subject to the lien and security rights granied hereunder, such power to be exercised in the manner provided by applicable
law or otherwise in a commercially reasonable manner and upon reasonable notice.

Each party agrees that the other parties shall be entitled to utilize the provisions of Oil and Gas lien law or other lien law of any
state in which the Contract Area is situated to enforce the obligations of each party hercunder. Without limiting the generality of the
foregoing, to the extent permitted by applicable law, Non-Op agree that Operator may invoke or utilize the mechanics' or
materialmen’s lien law of the state in which the Contract Area is situated in order 10 secure the payment to Operator of any sum due
hereunder for services performed or materials supplied by Operator

Bl

C. Advances:

Operator, at its election, shall have the right from time to time to demand and receive from one or more of the other partics
pay in advance of their respective shares of the estimated amount of the exp 1o be i i in of b der during the next
succeeding month, which right may be exercised only by submission to each such party of an itemized of such esti 1 exp
together with an invoice for its share thereof. Each such statement and invoice for the pay in ad of estimated exp shall be

submitied on or before the 20th day of the next preceding month, Each party shall pay to Operator its proportionate share of such estimate
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within / fiteen (15) days afler such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the
amount due shall bear interest s provided in Exhibit “C* until paid. Proper adjustment shall be made monthly between advances and actual
expense Lo the end that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Defaults and Remedies:

If any party fails to discharge any fi ial obligation under this ag including without limitation the failure to make any
advance under the preceding Article VILC. or any other provision of this agreement, within the period required for such payment
hereunder, then in addition to the remedies provided in Article VILB. or elsewhere in this agl the lies specified below shall be
applicable. For purposes of this Article VILD., all notices and elections shall be delivered only by Operator, except that Operator shall
deliver any such notice and electi q dbya defaulting Non-Operator, and when Operator is the party in default, the applicable
notices and elections can be delivered by any Non-Operator. Election of any one or more of the following dies shall not preclude the
subsequent use of any other remedy specified below or otherwise available to a non-defaulting party.

1. Suspension of Rights: Any party may deliver to the party in default @ Notice of Default, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure to take such action will result in the exercise of one or more of the
remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of such Notice of Default, all of the rights
of the defaulting party granted by this agreement may upon notice be suspended until the default is cured, without prejudice to the right of
the non-defaulting party or parties to continue to enforce the obligations of the defaulting party previously accrued or thereafier accruing
under this agreement. If Operator is the party in default, the Non-Operators shall have in addition the right, by vote of Non-Operators
owning a majority in interest in the Contract Arca after excluding the voling interest of Operator, to appoint a new Operator effective

immedietely. The rights of a defaultng party that may be suspended h der at the election of the defaulting parties shall include,
without limitation, the right to receive infe ion as to any operati ducted h der during the period of such default, the right to
elect to participate in an operation proposed under Article V1.B. of this ag the right to participate in an operation being conducted
under this agreement even if the party has previously elected to participate in such operation, and the right 1o receive proceeds of

production from any well subject to this agreement.

2. Suil for Damages: Non-defaulting parties or Operator for the berefit of non-defaulting parties may sue (at joint account

expense) to collect the amounts in default, plus interest ing on the d from the date of default until the date of
llection at the rate specified in Exhibit "C" attached hereto. Mothing herein shall prevent any party from suing any defaulting party to
collect quential damages ing to such party as a result of the default.

3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the defaulting
party at eny time afler the expiration of the thirty-day cure period following delivery of the Notice of Default, in which event if the billing is
for the drilling a new well or the Plugging Back, Sidetracking, R king or Deepening of a well which is 1o be or has been plugged as a
dry hole, or for the Completion or Recompletion of any well, the defaulting party will be conclusively deemed to have elected not to
paricipate in the operation and to be a Non-Consenting Party with respect r.hmlo under Article VLB. or VL.C,, as the case may be, to the
extent of the costs unpaid by such party, ithstanding any election to p pate th fore made, If election is made to proceed under
this p ion, then the defaulting parties may not elect 1o sue for the unpaid amount pursuant to Article VILD.2.

Until the delivery of such Notice of Non-Consent Election 1o the defaulting party, such party shall have the right to cure its
default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit "C,” provided, however, such payment shall not
prejudice the rights of the non-defaulting parties to pursue dies for d i d by the non-defaulting parties as a result of the
default, Any interest r:lmqu:shad pursuant to this Article VILD.3. shall be oft’emd to the non-defaulting parties in proportion to their

and the non-d ing parties electing to participate in the ownership of such interest shall be required to contribute their shares
of the defaulted amount upon their election to participate therein.

4. Advance Pavment: If a default is not curod within thinty (30) days of the delivery of a Notice of Default, Operator, or Non-
Operators if Operator is the defaulting party, may thereafler require advance p from the defaulting panty of such defaulting party's
anticipated share of any item of expense for which Operator, or Non-Operators, as the case may be, would be entitled to reimbursement
under any provision of this agreement, whelher or not such expense was the subject of the previous default. Such right includes, but is not
limited to, the right to require advance payment for the estimated costs of drilling a well or Completion of a well as to which an election to

participate in drilling or Completion has been made. If the defaulling party fails to pay the required ad pay , the non-defaulting
parties may pursue any of the remedics provided in this Article VILD. or any other default remedy provided elsewhere in this agreement.
Any excess of funds ad d ing when the operation is pleted and all costs have been paid shall be promptly retumed to the
advancing party.

5. Costs and Auomeys’ Fees: In the event any party is required to bring legal proceedings to enforce any financial obligation of a
party hereunder, the prevailing partv in such action shall be entitled to recover all court costs, costs of collection, and a reasonable
altorey's fee, which the lien provided for herein shall also secure.

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

Rentals, shut-in well payments and minimum royalties which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease to this agreement at its or their expense. In the event two or more parties own and have
contributed interests in the same lease to this agreement, such parties 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 to receive, proper evidence of all such payments. In the event of
failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such payment
is required to continue the lease in force, any loss which results from such non-payment shall be borne in d with the provisions of
Article IV.B.2.

Operator shall notify Non-Oy of the anticipated completion of a shut-in well, or the shutting in or retumn to production of
a pmducmg we1l at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to taking such action, or at the earliest

pp ly d by ci , but no liability for failure to do so. In the event of failure by Operator to so notify Non-
Operators, the loss of any lease contributed hereto by Non-Operators for failure to make timely payments of any shut-in well payment shall
be bome jointly by the partics hereto under the provisions of Article IV.B.3.
F. Taxes:

Beginning with the first culendar year after the effective date hereof, Operator shall render for ad valorem taxation all property
subject lo this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed thereon before they
become delinquent. Prior to the rmdltnon date, :nch Nun-Clpemor shall furnish Operator information as to burdens (lo include, but not be

limited to, royalti di Ities and § pay } on Leases and Oil and Gas Interests contributed by such Non-Operator.
If the asscmd valuation of my Lease is roduard by reason of its being subject to oustanding excess royalties, overriding royalties or
prod pay , the red in ad val taxes resulling therefrom shall inure to the benefit of the owner or owners of such Lease,
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and Operator shall adjust the charge to such owner or owners 50 as o reflect the benefit of such reduction. [f the ad valorem taxes are based
in whole or in part upon separate valuations of each party’s working interest, then natwithstanding anything 1o the contrary herein, charges
1o the joint account shall be made and paid by the parties hereto in accordance with the tax value generated by each party’s working interest.
Operator shall bill the other parties for their proportionate shares of all tax pay in the manner provided in Exhibit "C."

If Operator iders any tax improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all parties agree to abandon the protest prior to final
d ination. During the pend of administrative or judicial p dings, Operator may elect to pay, under protest, ail such taxes and
any interest and penalty. When any such protested assessment shall have been finally determined, Operator shall pay the tax for the jount
account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be paid by them, as
provided in Exhibit “C."

Each party shall pay or cause 1o be paid all producti excise, gathering and other taxes imposed upon or with
respeet to the production or handling of such party's share of Oil and Gas produced under the terms of this agreement.
ARTICLE VIIL

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

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

However, should any party desire to surrender ils interest in any Lease or in any portion thereof, such party shall give written
notice of the proposed surrender to all parties, and the partics to whom such notice is delivered shall have thirty {30) days after delivery of
the notice within which 1o notify the party proposing the surrender whether they elect to consent thereto. Failure of a party to whom such
notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases described in the notice. If all
parties do not agree or consent thercto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its
interest in such Lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafler secured, to the parties not consenting to such surrender. If the interest of the assigning party is or includes an Oil and Gas Interest,
the assigning party shall execute and deliver lo the party or parties not consenting to such surrender an oil and gas lease covering such Qil
and Gas Interest for a term of one (1) year and so long thereafler as Oil andfor Gas is produced from the land covered thereby, such lease to
be on the form atached hereto as Exhibit "B." Upon such assig) or lease, the assigning party shall be relieved from all obligations
hereafl ing, but not tt fore accrued, with respect to the interest assigned or leased and the operation of any well attributable
thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equi and production other than
the royalties retained in any lease made under the terms of this Article, The party assignee or lessee shall pay 1o the party assignor or lessor
the reasonable salvage value of the latter's interest in any well's salvable materials and equip ibutable to the assigned or leased
acreage. The value of all salvable ials and

uip shall be d ined in d with the provisions of Exhibit "C," less the

d cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If such valuc is less than such
costs, then the party assignor or lessor shall pay to the party assignee or lessee the amount of such deficit. IF the assignment or lease is in
favor of more than one party, the interest shall be shared by such parties in the proportions that the interest of each bears 1o the total interest
of all such parties. If the interest of the partics 1o whom the assignment is to be made varies according to depth, then the interest assigned
shall similariy reflect such variances.

Any assig lease or der made under this provision shall not reducc or change the assigner’s, lessor's or surrendering
party's interest as it was immediately before the assi lease or der in the balance of the Contract Area; and the acreage
d, leased or dered, and subseq perations thereon, shall not thercafter be subject to the terms and provisions of this

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

If any party secures a rencwal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties
shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following delivery
of such notice in which to elect 1o participate in the ownership of the renewal or replacement Lease, insofar as such Lease affects lands
within the Contract Area, by paying to the party who acquired it their proporti shares of the acquisition cost allocated to that part of
such Lease within the Contract Area. which shall be in proportion to the interest held at thet time by the parties in the Contract Area. Each
party who participates in the purchase of a renewal or replacement Lease shall be given an assignment of its proportionate interest therein
by the acquiring party.

If some, but less than all. of the parties elect to participate in the purchase of a renewal or replacement Lease, it shall be owned
by the parties who elect to participate therein, in a ratio based upon the relationship of their respective p ge of participation in the
Contract Area to the aggregate of the percentages of participation in the Contract Arca of all parties participating in the purchase of such
renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of the parties hereto shall not cause a
readjustment of the inlerests of the parties stated in Exhibit "A," but any renewal or replacement Lease in which less than all parties elect to
participate shall not be subject to this agreement but shall be deemed subject to a separate Operating Agreement in the form of this
agreement,

If the interests of the partics in the Contract Area vary according to depth, then their right to participate proportionately in
renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The provisions of this Anticle shall apply to renewal or replacement Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of its area or an interest thercin, Any renewal or replacement Lease taken before the expiration of
its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the existing Lease, shall
be subject to this provision so long as this agreement is in effect at the time of such acquisition or at the time the renewal or replacement
Lease becomes effective; but any Lease taken or contracted for more than six (6) months after the expiration of an existing Lease shall not
be deemed a renewal or replacement Lease and shall not be subject to the provisions of this agreement.

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

C. Acreage or Cash Contributions:
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relating to disposition of such party's share of sut produced b der, such

If any party contracts for any
consideration shall not be deemed a contribution as conlemplated in this Article VIILC.
D. Assignment; Maintenance of Umt’orm Interest:

For the purpose of mai iformity of ownership in the Contraclt Area in the Oil and Gas Leases, Oil and Gas Interests,
wells, equip and producti d by this agr no party shall sell, encumber, transfer or make other disposition of its interest
in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells, equipment and production unless such
disposition covers either.

|. the entire interest of the party in all Oil and Gas Leases, Oil and Gas wells, equi and production; or

2. an equal undivided percent of the party's present interest in all Oil and Gas Leases, Oil and Gas Inlerests, wells, equipment
and production in the Contract Area.

Every sale, encumbrance. transfer or other disposition made by any party shall be made expressly subject to this agreement and
shall be made without prejudice to the right of the other partics, and any transferec of an ownership interest in any Oil and Gas Lease or
Interest shall be deemed a party to this agreement as to the interest conveyed from and afler the effective date of the transfer of ownership;
provided, however, that the other parties shall not be required to recognize any such sale, encumbrance, transfer or other disposition for any
purpose hereunder until thirty {30) days after they have received a copy of the instrument of transfer or other satisfactory evidence thereof

in writing from the or No assi or other disposition of interest by a party shall relieve such party of obligations
previously m:urvedIryswhpnnyhmmdermwmpmmhlmmsl ferred, including without limitation the obligation of a party to
pay all costs attributable to an op jucted | der in which such party has agreed to participate prior to making such

assignment, and the lien and security interest granted by Article VILB. shall continue to burden the interest transferred to secure payment of
any such obligations.

If, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion, may
require such co-owners 1o appoint a single trustee or agent with full authority to receive notices, approve expenditures, receive billings for

and approve and pay such party's share of (he joint exy and to deal g ly with, and with power to bind, the co-owners of such
party's interest within the scope of the operati braced in this ag h , all such co- owners shall have the right to enter into
and exccute all or agr for the disposition of their respective shares of the Oil and Gas produced from the Contract Area
and they shall have the right to receive, separately, pay of the sale p Js thereofl.

E. Waiver of Rights to Partition:

If permitted by the laws of the slate or states in which the property covered hereby is located, each party hereto owning an
undivided interest in the Contract Arca waives any and all rights it may have to partition and have set aside to it in severalty its undivided
interest therein
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
IF, for federal income tax purposes, this ag and the operations b Jer are regarded as a par hip, and if the parties
have not otherwise agreed to form & tax partnership pursuant to Exhibit "G” or other agreement between them, each party thereby affected
elects to be excluded from the application of all of the provisions of Subchapter "K,* Chapier 1, Subtitle "A.” of the Internal Revenue Code
of 1986, as amended ("Code"), as permitted and mhmud by Section 761 of the Code and the lations p lgated 1} d

Operator is authorized and direcled to execute on behalf of each party hereby affected such evidence of this election as may be required by
the Secretary of the Treasury of the United States or the Federal Intemal Revenue Service, including specifically, but not by way of

limitation, all of the retums, statements, and the data required by Treasury Regulation §1.761. Should there be any requirement that each
party hereby affected give further evidence of this election, each such party shall execute such documents and furnish such other evidence
as may be required by the Federal Intemal Revenue Service or as may be Y to evid this clection. No such party shall give any

notices or take any other action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in
which the Contract Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K.,"
Chapier 1, Subditle "A," of the Code. under which an election similar to that provided by Section 761 of the Code is permitted, each party
hereby affected shall make such election as may be permitted or mqwred by such laws. In making the foregoing election, each such party
states that the income derived by such party from operati der can be adequately d ined without the computation of
partnership taxable income,

ARTICLE X.
CLAIMS AND LAWSUITS
Operator may setle any single uninsured third panty damage claim or suit arising from perations } der if the expendi
doesnotexceed ____ thimy thousand Dollars ($ __30.000.00 Yand if
the pay is in pl ! of such claim or suit. If the amount required for sl ds the above amount, the parties

hereto shall assume and take over the further handling of the claim or suit, unless such authority is delegated to Operator. All costs and
expenses of handling settling, or otherwise discharging such claim or suit shall be at the joint expense of the parties participating in the
operation from which the claim or suit arises. If a claim is made against any party or if any party is sued on account of any matter arising
from operations hereunder over which such individual has no control because of the rights given Operator by this agreement, such party
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shall immediately notify all other parties, and the claim or suit shall be treated as any other claim or suit involving operations hereunder.
ARTICLE XL
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation to indemnify or make money payments or fumish security, thal party shall give to all other parties prompt written notice of
the force maj with bly full particul ing it; thereupon, the obligations of the party giving the nolice, so far as they are
affected by the force majeure, shall bc suspended during, but no longer than, lhe continuance of the force majeure. The term “force
majeure,” as here employed, shall mean an act of God, strike, lockout, or other industrial disturbance, act of the public enemy, war,
hlac‘-tade‘ public rot, E:ghrcnmg. fire. storm, flood or other act of nature, explosi | action, go | delay, int or

ilability of equip and any other cause, whether of the kind spcclfcaily enumerated above or otherwise, which is not
reasonably within the control of the party claiming suspension.

The affected party shall use all reasonable diligence 1o remove the force majeure situation as quickly as practicable. The
requirement that any force maj shall be died with all ble dispaich shall not require the settlement of strikes, lockouts, or
other labor difficulty by the party involved, contrary 10 its wishes, how all such difficultics shall be handled shall be entirely within the
di of the party d

ARTICLE XII.
NOTICES

All notices authorized or required b the parties by any of the provisions of this agreement, unless otherwise specifically
provided, shall be in writing and delivered in person or by United States mail, courier service, telegram, telex, telecopier or any other form
of facsimile, postage or charges prepaid, and addressed to such partics at the addresses listed on Exhibit "A" All telephone or oral notices
permitted by this ag| shall be d diately th fler by written notice. The originating notice given under any provision
hereofl shall be deemed delivered only when received by the party to whom such notice is directed, and the time for such party lo deliver
any notice in response thereto shall run from the date the originating notice is received. "Receipt” for purposes of this agreement with
respect to written notice delivered hereunder shall be actual delivery of the notice to the address of the party to be notified specified in
dk with this or o the Y, or telex hine of such party. The second or any responsive notice shall be
deemed delivered when deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex,
lecopy or facsimile, or when p lly delivered to the party 1o be notified, provided, that when resp is required within 24 or 48
hours, such response shall be siven oral]y or by telex, telecopy or other imile within such period. Each party shall have the
right to change its address at any time, and from time 1o time, by giving written notice thereof to all other parties. If a party is not available
to receive notice orally or by telephone when a party attempts to deliver a notice required to be delivered within 24 or 48 hours, the notice
may be delivered in writing by any other method specified herein and shall be deemed delivered in the same manner provided above for

any responsive notice.

ARTICLE XIIL
TERM OF AGREEMENT

This agreement shall remain in full force and effect as 1o the Oil and Gas Leasts and/or Oil and Gas Interests subject hereto for
the period of time selected below; provided, however, no party hereto shall ever be construed as having any right, title or interest in or to

any Lease or Oil and Gas Interest contributed by any other party beyond the term of this agreement.
O Option Mo | So long as any of the Oil and Gas Leases subject to this agreement remain or are continued in force as to any part

of the Contract Area, whether by production, extension, renewal or otherwise

B Option No. 2: In the event the well deseribed in Article VILA., or any subsequent well drilled under any provision of this
agreement, results in the Completion of a well as a well capable of production of Oil andfor Gas in paying quantities, this
agreement shall continue in force 5o long as any such well is capable of production, and for an additional periedof ___ 180
days thereafter, provided, however, if, pnnr to the expiration of such additional period, one or more of the parties hereto are
gaged in drilling, Reworking, Deey Sidetracking, Plugging Back, testing or pting to Complete or R plete a
well or wells | der, this agr shall inue in force until such operations have boen completed and if production
results therefrom, this agreement shall continue in force as provided herein. In the event the well described in Article VI.A., or
any subsequent well drilled hereunder, resulls in a dry hole, and no other well is :npab]: of producing Qil and/or Gas from the

Contract Area, this agreement shall terminate unless drilling, Deepening, Sidetracking, Completing, Re- pleting, Plugging

Back or Reworking operations are d within __180 __ days from the date of abandonment of said well. "Abundorurwm

for such purposes shall mean either (i) a decision by all parties not to conduct any further operations on the well or (i) the

clapse of 180 days from the conduct of any operations on the well, whichever first occurs.

The ion of this agr shall not relieve any party hereto from any expense, linbility or other obligation or any
remedy therefor which has accrued or attached prior to the date of such termination.

Upon ination of this agr and the satisfaction of all obligations h der, in the event a memorandum of this

Operating Agreement has been filed of record, Operator is authorized to file of record in all necessary recording offices a notice of
termination, and each party hereto agrees to execute such o notice of termination as to Operator's interest, upon request of Operator, il
Operator has satisfied all its financial obligations.
ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS
A, Laws, Regulations and Orders:

This agreement shall be subject to the applicable laws of the state in which the Contract Area is located, 1o the valid rules,
regulations, and orders of any duly constituted regulatory body of smd state; and to all other applicable federal, state, and Jocal laws,
ordinances, rules, regulations and orders.

B. Governing Law:

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

C. Regulatory Agencies:

Nathing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,
privileges, or obligations which Mon-Operators may have under federal or state laws or under rules, regulations or orders promulgated
under such laws in reference to oil, gas and mineral ions, including the locati or production of wells, on tracts offsetting
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or adjacent to the Contract Arca.

With respect to the operations der, Non-Or agree Lo release Operator from any and all losses, damages, injuries,
claims and causes of action arising out of, incident to or resulting directly or inﬂlr:cl'ly from Operator’s interpretation or application oI‘ruIcs.
rulings, regulations or orders of the Depanment of Encrgy or Federal Energy R y Commission or pred or
to the extent such interpretation or application was made in good faith and does nol constitute gross negligence. Each Nm—Operalur further

agrees to reimburse Operator for such Non-Operator's share of pmducuon or any refund, fine, levy or other govemmental sanction that

Operator may be required to pay as a result of such an i T or applicati gether with interest and penalties thereon
owing by Operator as a result of such i interpretation or appl
ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been executed by
such Non-Operator and Operator notwithstanding that this agreement is not then or thereafler executed by all of the parties to which it is
tendered or which are listed on Exhibit "A" as owning an interest in the Contract Arca or which own, in fact, an interest in the Contract
Area. Operator may, however, by written notice to all Non-Operators who have become bound by this agreement as aforesaid, given at any
time prior to the actual spud date of the Initial Well but in no event later than five days prior to the date specified in Article VLA, for
commencement of the [nitial Well, terminate this agreement if Operator in its sole discretion determines that there is insufficient
participation 1o justify of drilling operations. In the event of such a termination by Operator, all further obligations of the
parties hereunder shall cease as of such termination. In the event any Non-Operator has advanced or prepaid any share of drilling or other
costs hereunder, all sums so advanced shall be returned 1o such Non-Operator without interest. Except as otherwise provided in Article
IV.B, in the event operations on a well shall be ¢ d without ion of this agr by all persons lisied on Exhibit “A" as
having a current interest m such well, or in the event that sub 1o the of operations on the well previously unknown
or undisclosed persons owning working interests in a well are discovered, or both, the parties executing this agreement agree to one of the
following:

& Option No, | Operator shall indemnify execuling Non-Operators with respect to all costs incurred for the well which would
have been charged Lo each such person under this agreement as if such person had executed the same and Operator shall receive
all revenues which would have been received by each such person under this agreement as if such person had executed the same.

O Option Mo, 2: The Operator shall advise all parties of the total interest of the parties that have executed this agreement. Each
party executing this agrecment, within forty-eight (48) hours (exclusive of Saturday, Sunday, and legal holidays) after delivery
of such notice, shall advise the Operator of its desire to (i) limit participation to such party's interest as shown on Exhibit “A™ or

(ii) carry only its proporti part (d ined by dividing such party’s interest in the Contract Area by the interest of all
parties ing this agr ) of non- ing persons’ i , or (iii) camy its proporti part {d ined as provided
in (i)} of non ing persons” i gether with all or a portion of ils proportionate part of any non-executing persons

interests that any executing party did not elect to take. Any interest of non-excculing persons that is not carried by an executing

party shall be deemed to be carried by the Operator. Failure to advise the Operator within the time required shall be deemed an

election under (i).

B. Successors and Assigns:

This agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs, devisees, legal
represenlatives, successors and assigns, and the terms hereol shall be deemed to run with the Leases or Interests included within the
Contract Area,

C. Counterparts:
This instrument may be exccuted in any number of counterparts, each of which shall be considered an original for all purposes.
D. Severability:
For the p of ing or

jecting this agr as an Y P 10 federal bankruptey laws, this
agreement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any party to this agreement to
comply with all of its financial obligations provided herein shall be a material default,

-17-
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ARTICLE XVL
OTHER PROVISIONS

A. Costs Associated With Hearings:

Should it be Y to conduct hearings before g | agencies for the ing of spacing or pooling orders, or for certifying new
gas, the costs attributed to such hearings as well as fees paid attomeys and witnesses, shali be bome by the Drilling Parties in the proportion
that the interest of cach Drilling Party bears 1o the total interest of all Drilling Parties as such interests appear in Exhibit “A".

B. Superseded Agreements:

This Operating Agreement dated, August 1, 2020, shall supersede in its entirety any and all previous Joint Operating Agr ining to
or covering any portion of the Contract Area during the period this Operaling Agreement is in force and effect. Should this Joint Operaung
Agreement expire under its own terms for any reason, any portion of the Contract Area previously subject to a JOA shall be governed by the

terms of that previous JOA.

C. Replacement Exhibit “A™:

Exhibit “A"™ may be amended me time to time to reflect re-calculation of i based upon itted i differences in parties to

the agi andfor their resp and ini or parties based upon the title cxamination by Operator. Operator will
irculate a repl Exhibit *A™ reflecting an effective date and any such changes. Non-Operator shall have fifieen (10) days to dispute.

D. Excluded Wellbores,

This Operating Ag specifically exclud isting wellbores, iated equi iated fuction including the operation of such

wells existing as of the date of this Operating Agreement whether or not such mllbotes are producil mg, shut-in or otherwise temporarily
abandoned

E. Cash Call: Operator shall have the right, as its discretion, but no sooner than thirty (30) days of operations, to require, asa condition for
participation under the terms of this Agreement, prepayment of all costs, including dry hole costs, recompletion costs or costs associated with
remedial work, based on an Authority for Expenditure for any well drilled on the Contract Area. Failure by any party to remit its proportionate
part of the above referenced prepayment to Operator within thirty (30) d.aysreeupl of notice of the required prepayment shall be deemed an
election by such party not to participate in the costs of the proposed op and thereafler. the proposed operation shall be conducted under
Article VI.B.2. of this Agreement.

-18-
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IN WITNESS WHEREQF, this agreement shall be effective as of the st dayof

_August

— 200 .

and

that the form was printed from and, with the exception(s) listed below, is

% as lished in

who has prepared and lated this form for

P

identical to the AAPL Form 610-1989 Model Form Operating

ized form by Forms On-A-Disk, Inc. No changes, alterations, or modifications, other than those made

by strikethrough and/or insertion and that are clearly recognizable as changes in Articles

have been made 1o the form,
ATTEST OR WITNESS: OPERATOR
MEWBOURNE OIL COMPANY
By
Jonathan White
Type or print name

Title Attorney-in-Facl

Date

Tax 1D or 5.5. No.

NON-OPERATORS

75-1254872

By

Type or print name

Title

Date

Tax ID or 5.5. No.

By

Type or print name

Title

Date

Tax ID or 5.5. No.

By

Type or print name

Title

Date

Tax ID or 5.5. No.
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ACKNOWLEDGMENTS

Note: The following forms of acknowled, are the short forms approved by the Uniform Law on Notarial Acts. The validity and effect

of these forms in any state will depend upon the stalutes of that state.

Individual acknowledgment:
State of )

) ss.
County of )

This instrument was acknowledged before me on

by
(Seal, if any)
Title (and Rank)
My expires
Ack ledg in reg pacity:
Stateof _Texas )
)ss,
County of _Smith )
I‘I‘Iﬂs instrument was acknowledged before me on
by _ Jonathan White
Attomey-in-Fact of Mewbourne Oil Company, a Delaware corporation on behalf of said corporation i\
(Seal, if any)
Title (and Rank)
My expires
Acknowledg in rep "
State of
)ss.
County of )
This instrument was acknowledged before me on
by
of
(Seal, if any)
Title (and Rank)
My expires
Acknowdedgment in rep pacity
State of )
) ss.
County of ]
This instrument was acknowledged before me on
by
of
(Seal, il any)
Title (and Rank)
My expires
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EXHIBIT “A”

Attached to and made a part of that certain Operating Agreement
dated August 1, 2020, by and between MEWBOURNE OIL COMPANY as Operator
and CHEVRON U.S A, INC., et al, as Non-Operators.

LANDS SUBJECT TO THIS AGREEMENT:

Township 20 South, Range 36 East. N.M.P.M., Lea County, New Mexico

Section 31: All

Section 32: SW

Township 21 South. Range 35 East. N.M.P.M.. Lea County, New Mexico

Section 4: All
Section 7: E2
Section 16: All
Section 21: All
Section 28: All
Section 34: All

Section 5: All
Section 8: All
Section 17: All
Section 22: All
Section 29: N2

Section 6: E2
Section 9: All
Section 20: All
Section 27: All
Section 33: All

Township 22 South, Range 35 East. N.M.P.M., Lea County, New Mexico

Section 3: All

containing 12,142.39 acres, more or less

Section 10: W2

Section 15: W2

DEPTH RESTRICTIONS AND EXCLUSIONS:

Limited to the Bone Spring formation.

ADDRESSES OF THE PARTIES:

Mewbourne Oil Company
500 West Texas, Suite 1020

Midland, Texas 79701

Attn: Land Department
Phone: (432) 682-3715

Marathon Oil Permian LLC
5555 San Felipe Street
Houston, Texas 77056

Finley Resources
P.O. Box 2200
Fort Worth, Texas 76

COG Operating LLC
600 W. Illinois Ave.
Midland, Texas 79701

113

ConocoPhillips Company
925 N. Eldridge Parkway
Houston, Texas 77079

Legacy Reserves Operating, LP
303 W. Wall St., Suite 1800

Midland, Texas 79701

COG Exchange Properties II, LLC

600 W, Tllinois Ave.
Midland, Texas 79701

EOG Resources, Inc.
5509 Champions Dr.

Midland, Texas 79706

Chevron U.S.A. Inc.
1400 Smith Street
Houston, Texas 77002

Kaiser-Francis Oil Company
6733 South Yale Ave
Tulsa, Oklahoma 74136

Devon Energy Production Company, LP
333 W. Sheridan Ave.
Oklahoma City, OK 73102

OXY USA WTP Limited Partnership
5 Greenway Plaza, Suite 110
Houston, Texas 77056

ZPZ Delaware | LLC
2000 Post Oak Blvd., Suite 100
Houston, Texas 77056

Ascent Energy, LLC
1125 17th St, Suite 410
Denver, Colorado 80202

Forty Acres Energy LLC
11757 Katy Freeway, #1000
Houston, Texas 77079

Cimarex Energy Co.
600 N, Marienfeld St., Suite 600
Midland, Texas 79701



Range Resources Inc. Me-Tex Oil & Gas Inc.

100 Throckmorton Street, Suite 1200 119 E Bender Blvd

Fort Worth, Texas 76102 Hobbs, New Mexico 88240

McCombs Energy, Ltd. Apache Corporation

750 E. Mulberry Ave., Suite 403 2000 Post Oak Blvd., Suite 100

San Antonio, Texas 78212 Houston, Texas 77056

Partnership Properties Company Leaco New Mexico Exploration &

717 17th St. Production LLC

Denver, Colorado 80201 2000 Post Oak Blvd., Suite 100
Houston, Texas 77056

Crescent Porter Hale Foundation Samson Resources Company

1660 Bush Street, Suite 300 15 East 5" Street, Suite 1000

San Francisco, California 90109 Tulsa, Oklahoma 74103

Magnum Hunter Production, Inc. Hé&L Exploration & Production Co., LLC

600 N. Marienfeld St., Suite 600 P.O. Box 10850

Midland, Texas 79701 Fort Worth, Texas 76114

Veritas MOC Resources LLC TLW Investments, Inc.

P.O. Box 10850 1001 Fannin, Suite 2020

Fort Worth, Texas 76114 Houston, Texas 77002

Chisholm Energy Operating, LLC Chisholm Energy Holdings, LLC

801 Cherry St., Suite 1200-Unit 20 801 Cherry St., Suite 1200-Unit 20

Fort Worth, Texas 76102 Fort Worth, Texas 76102

Penroc Oil Corporation Petro-Quest Exploration

1515 W. Calle Sur., Suite 174 P.O. Box 10016

Hobbs, New Mexico 77046 Midland, Texas 79702

Javelina Partners Zorro Partners

616 Texas St. 616 Texas St.

Fort Worth, Texas 76102 Fort Worth, Texas 76102

Arcadia Resources, L.P. Steven D. Wentworth

303 NW 63" St. 1111 Bagby Sky, Lobby 2

Oklahoma City, OK 73116 Houston, Texas 77002

Attn: Land Manager

John R. Bryant Campbell Investment Company

6624 Whispering Woods Ct. P.O. Box 3854

Plano, Texas 75024-7440 Roswell, New Mexico 88202

Joe R. Wright Tim MacDonald

393 Calle Colina 3017 Avenue O

Santa Fe, New Mexico 87501 Galveston, Texas 77550-6847

Maverick Oil & Gas Corporation
1001 W. Wall St.
Midland, Texas 79701

PERCENTAGES OF THE PARTIES:

Working Interest Owner Initial, Substitute and Subsequent Wells
*Interest TBD after final elections are made.

OIL AND GAS LEASES SUBJECT TO THIS AGREEMENT:
See Exhibit “B” on the Unit Agreement State Form.

BURDENS ON PRODUCTION:

Burdens of record as of the effective date of this Agreement but not to exclude those certain ORRI that
may be created under Article XVILK.

End of Exhibit “A”



EXHIBIT “B”

(THERE IS NO EXHIBIT “B” TO THIS AGREEMENT)
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COPAS 2005 Accounting Procedure
Recommended by COPAS

Exhibit“ C”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

Attachied 1o and made pan of _that certain Operating Agreement di
Operator and CHEVRON LIS A INC et al, as Non-Opermors,

I GENERAL PROVISIONS

IF THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING *ALTERNATIVE” PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE” PROVISIONS, ALTERNATIVE 1IN 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 1S NOT ADOPTED BY THE
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT
FORM A PART OF THIS ACC ING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTE
OF THE PARTIES IN SUCH EVENT.

1. DEFINITIONS
All terms used in this Accounting Procedure shall have the following meaning, unless otherwise expressly defined in the Agreement:
wAffiliate™ means for a person, another person tha controls, is controlled by, or is under common control with thut person. In this
definition. (a) control means the ownership by one person. dircetly or indireetly, of more than ity percent (50%) of the voting secunities
of a comparation or, for other persons, the equivalent ownership imterest (such s parmership interests), and (b) “person” means an

individual, comporation, parnership, trust, estate, unincorporated organization. association, or other legal entity

“Agreement” means the operating agecement, famoul agreement. or other contract between the Parties 1o which this Accounting
Procedure is attached

“Controllable Material” means Material that, at the time of acquisition or disposition by the Joint Account, s applicable, is so classified
in the Material Classification Manual most recently recommended by the Council of Petroleum Accountamts Socicties (COPAS).

“Equalized Freight” means the | dure of chargi | jon cost 1o the Joint Account bused upon the distance from the nearest

Railway Receiving Point 1o the property.

*Excluded Amount™ means o specified exchuded trucking amount most recently recommended by COPAS.

“Field Offiee™ means a structure, or portion of a . whether a temporary or | Il the primary function of which is
to direetly serve daily operation and maintenance activities of the Joint Property and which serves as 2 stuging area for dircetly chargeable

field personnel.

“First Level Supervision™ means those employees whose primary function in Joint Operations is the dircet oversight of the Operator’s
field employees andor contract labor directly employed On-site in o field operating capacity. First Level Supervision functions may
nclude, but are not limited 1o:

.

Responsibility for field employees und contraer fabor engoged in activites that can include field operations. mamicnance,
tion, well novement and drilling

Responsibility for day-to-day direct oversight of rig operations

Responsibility for day-to-day direet oversight of construction pperations

Coordination of job priorities and approval of work procedures

Responsibility for optimal resource wilization (cquipment, Materials, personscl)

= Responsibility for 2 production and field operating expense targels

Representation of the Parties in local matters mvolving ¢ v, vendors, regulwtory agents und landowners, as an incidental

part of the supervisor's operating responsibilities

Responsibility for all emergeney responses with ficld siaff’

Responsibility for impl ing safety and envi | practices

+ Responsibility for ficld adh o pany policy

Responsibility for employment decisions and perfi ppraisals for field personnel

Oversight of sub-groups for lield functions such as electrical, sifely, eny I, tele ations, which may fave group

il :

waork,

.

or team leaders

“Joint Account™ means the account showing the charges paid and credits received in the conduct of the Joint Operitiions that are to be
shared by the Parties, but does not include p ds attributable 1o hydrocarbons and by-products produced under the Agreement.

=Joint Operations” means all operations necessary or proper for the exploration. appraisal, development, production, protection,
¢, repair, abands and ion of the Joint Property.

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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“Joint Property™ means the real and personal property subject to the Agreement

“Laws™ means any laws, rules, regulations. decrees, and orders of the United States of America or any state thereot and all other

governmental bodies, agencies. and other authorities having jurisdiction over or affecting the provisions ined in or the
q plated by the Ag or the Parties and their operations, whether such laws now exist or are hereafter amended, enacted,

pramulgaied or issued,

acquired or held for sse by the Joint Property,

“Material™ means personal prog supplies, or

“Non-Operators™ means the Partics to the Agreement other than the Operator.

*Offshore Facilities™ means platforms, surface and subsca development and production svstems, 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.
helipon, marine docking installati ion facilitics, navigation aids, and other similar fucilities necessary in the conduct of

offshore operastions, all of which are located of shore

ing Procedure.

“OM-site™ means any location that is not considered Onesite as delined in this Account

*On-site™ means on the Jomt Property when in direet conduet of Joint Operations. The term "On-site” shall also include that portion of
Offshore Facilities, Shore Base Facilities, fabrication yands, and staging arcas from which Joint Operations are conducted, or other
fictlities that direetly control equipment on the Joint Property, regardless of whether such facilities are owned by the Join Account.

“Operator” means the Pary d Iy Lo the Ag 1o eonduct the Joint Operations.

“Parties™ means legal entities sig Y 10 the Ag L or their successors and assigns. Parties shall be referred w individually as
“Party.”

“Participating Intevest™ means the pereentage of the costs and risks of conducting an operation under the Ag that & Party agrees,
or is otherwise obfigated. 1 pay and bear,

“Participating Party™ means o Party that apy a proposed operation or otherwise agrees, or becomes lable, to pay and bear a share off

the costs and risks of condueting an operation under the Agreement
“Persunal Expenses’ means reimbursed costs for travel and temporary living expenses.

“Railway Receiving Point”™ means the rilhead nearest the Joint Property for which freight rates are published, even though an actunl
railhead may ot exist,

“Shore Base Facilities™ means onshore support facilities that during Jomt Operations provide such services to the Joint Propenty as o
seeeiving and transshipment point for Materials; debarkation point for drilling and production personnel and services: communication,
scheduling and dispatching center; and other associated functions serving the loint Propenty.

“Supply Store™ means a recognized source or common stock point for a given Material item.

“Technical Services™ means services providing specific engineering, geoscience, or other professional skills, such as those performed by
engineers, geologists, geophysicisis, and leehmicians. required to handle specific operating conditions and problems for the benefit of Joint
Operations, provided, however, Technical Services shall not include those functions specilically identified as overhend under the second
paragraph of the introduction of Section 111 (Cverdiead). Technical Services may be provided by the Operator, Operator's Affiliate, Non-
Operator, Non-Opermor Afliliates, and/or third parties.

2. STATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share of the Joint Account Tor the
preceding month. Such bills shall be accompanied by statements that identify the AFE (authority for expenditure), lease or facility, and all
charges and credits summarized by appropriate categories of investment and expense, Controllable Material shall be separately identificd
and fully described in detail, or a the Operator’s option, Comroaliable Matenal may be summarized by mujor Maerial classifications
Intangible drilling costs, audit sdjustments, and unisual charges and credits shall be separarely and elenrly identified

The Operitor may make available 1 Non-Oy any sta and bills required under Section 1.2 andlor Seetion 1L3.A (ddvances
and Payments by the Farties) via email, electronic daty imterchange, internet websites or other equivalent electronic media in lieu of paper
copies. The Operator shall provide the Non-Operators instructions and any necessary information o access and receive the statements and
bills within the tmeframes specified herein. A st 1 or billing shall be deemed as delivered twenty-four (24) howrs (exclusive of
weekends and holidays) ulter the Operator notifies the Non-Operator that the statement or billing is available on the website and/or sent via
email or elecironie data interchange  ransmission.  Each Non-Operator individually shall cleet 10 receive statements and billings
electronically, if available from the Operator, or request paper copies. Such election may be chinged upon thinty (30) days prior written
notice o the Operator.

COPYRIGHT € 2005 hy Council of Petroleum Accountants Socicties, Inc. (COPAS)
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CDPIS

1 3. ADVANCES AND PAYMENTS BY THE PARTIES

5 Ao Unless otherwise provided for in the Agreement, the Opermor may require the Non-Operators w advance thewr share of the estimaed
' cish otlay for the Ling month's of within fifteen (15} days after receipt of the advimee request or by the Tirst day of
5 the month fr which the advance is required. whichever is later. The Operator shall adjust gach monthly billng 1o refleet advanees
f received from the Non-Operators for such month. 17 o refimd s due, the Operator shall apply the amount o be refunded 1 the
7 subsequent month’s billing or advance, unless the Non-Operator sends the Operator i written request for i cash refund, The Operitor
8 shall remt the refund W the Non-Operstor withm fifteen (15} divs of receipt of such written request

Ll
e . Except as provided below, each Pany shall pay its propormonate share of all bitis in full within fifteen (130 days of receipt dute, If
1 payment is nob made within such time, the unpaid balance shall bear interest compounded monthly ut the prime rate published by the
12 Wall Stever Jowrnat on the first day of cach month the payment is delmguent, plus three percent (3%s), per annum, or the maximum
13 comract e permitted by the applicable wsury Laws governing the Joint Property, whichever is the lesser, plus attoraey’s fees, count
&} costs, and other costs in ion with the collection of unpaid amounts. 1 the iValf Steeer Jownal ceases 1 be published or
15 discominues publishing a prime rate. the unpaid balance shall bear merest compounded monthly at the prime rate published by the
1t Federal Reserve plus three percent (3%), per annum. Interest shall begin accruing on the first day of the month in which the payment

| 17 was due. Payment shall not be reduced or deloyed as a result of inquiries or anticipated credits unless the Operator has agreed
| 1% Notwithstanding the foregoing, the Non-Uperator may reduce pavment. provided it furmishes documentstion and explanation 1o the

19 Operator wt the time pavment is made, to the extent sueh reduction 1s cansed by
0
2 (1) being billed at an incorrect working interest or Participating Interest that is higher thun such Non-Operator's actal working
2 interest of Marticipating lnterest, us applicable; or

23 2y bemng billed for a project or AFL requiring approval of the Parties wnder the Agreement that the Non-Operaior has not approved
B of 15 not otherwise obligated to pay under the Agreement, or

25 (31 being billed for o property i which the Non-Opermor no longer owns a working interest, provided the Nen-Operator has
26 furmished the Opertor o copy of the recorded assignment or letter in-liew. Notwithstanding the foregoing, the Non-Operator
2 shiall reman responsible tor pavine bills attributable W the interest it sold or tensfered for any bills rendered during the thiny
28 30y day period following the Operator’s receipt of such wrilten notice; or
28 () <hirges outside the adjustment period, as provided in Seetion L4 (Adistents).
30
il 4o ADJUSTMENTS
2
13 A Payment of any such bills shall not prejudice the right of any Pany 1o protest or question the correctness thereol, however, afl bills
i and stemients, including pavout stiaterments, rendered during any calendar vear shall conclusively be presumed 10 be true and correet,
is with respect only 1w expenditures, after twenty-four (241 months followmng the end of any such calendar year, unless within suid
0 period a Party mkes specific detailed wrtten exeeption terelo making s ¢laim for adjustment, The Operaor shall provide o response
a7 o all wiitten exceptions, whether or ni din an audit repont, withm the tme periods preseribed i Section L3 ( Expemditire
i Awdits),

W

w B AN sdiostments initiated by the Operntor, except those deseribed in ftems (1) through ¢ of tis Secton LB, are limied w the
i twenty-four (24) month period following the end of the calendar year in which the original charge appeared or should have appeared
12 on the Uperator’s Joint Account oF pavoi LAl s that may be made beyomd the twenty -four (24) month
13 period are himited w adjustments resuliing from the following

i
45 (1r @ physical iventory of Controllable Material #s provided for i Section V Umientoriex of Controllatle Material), or
46 {21 an ofisening entry (whether in whole or in part) that is the direct result of a specilic joint interest andit exception granted by the
a7 Operaor relating o another propeny, o

48 ) government/regulatory audit, or
49 4 aworking interest ownership or Participating Interest adjustment.

)

it A NODITURE AUDITS

5

Lz A A Non-Uperstor, upon written notice to the Operator and all other Non-Operators, shall have the nght to sudit the Operator’s
5 accounts and records relating 1o the Joint Aceount within the tweny-four (2:4) month period following the end of such calendar year in
535 which such Wil was rendered; however, conducting an audit shll not extend the time for the taking of writien exception o and the
56 adustment of accounts as provided for in Section 14 (ddpesments). Any Party that s subject 10 payout accounting under the
57 Agreement shall have the right 1o audit the aecounts and records of the Panty responsible for prepuring the pavout statements, or ol
8 the Party furnishing information 1o the Party responsible for preparing pavout staements, Audits of payout aecounts may mchide the
0 volumes of hydrocarbons produced and saved and proceeds received Tor such hydrocarbons as they peram 1o payout sccounting
e required under the Agreement. Unless etherwise provided in the Agreement. audits of 3 payout account shull be conducted within the
ol twenty=four (241 month period following the end of the calersdar year in which the payout stement was rendered

UM

03 Whiere there are tivo or more Non-Uperitors, the Nop-Operators shall make every reasonable ¢ftort to conduct o jomt audit i a
= munner that will result in o mininwn of meonvenience 10 the Uperntar. The Operator shall bear no portion ol the Non-Operators”
s audit cost incurred under this paragraph unless agreed 1o by the Operor. The audits shall not be conducted more than once cach year
L without prior approval of the Operator, except upon the resignation or removal of the Operstor, and shall be made at the expense of

COPYRIGHT © 2005 by Council of Petroleum Accountants Secieties, Ine (COPAS)
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The Non-Operator leading the audit (hereinafter “lead audn company™) shall issue the audit report within ninety (90) days afier
completion of the audit resting und analvsis; however, the mnety (90) day time period shall not extend the wwenty -four (24) month

requirement for taking specific wrillen prion as required in Section 1L4A (Adiusnments) above. All claims shall be
supported with sufticient documentation,

A tmely filed writién exception or audit report ¢ ning written prions (heretnifler “written exceptions”) shall, with respect o
the claims made terein, preclude the Operator from ing @ statuie of limitotions defense against such claims, and the Operator

hereby waives its right 10 assert any statute of limitations defense against such elaims for so long as any Non-Operator continues to
comply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the Non-Operators fail to comply with
the addisional deadlines in Section 158 or 1.5 C, the Operator’s waiver of its rights o assert a statute of limitations de fense against
the elaims brought by the Non-Operators shall lapse, and such claims shall then be subjeet 1o the applicable statuie of limitations,
provided that such waiver shall not fapse in the event that the Operator has failed o comply with the deadlings i Section 1.5.8 or

LA

The Operator shall provide @ writien response o all exeeplions in un audit report within one hundred eighty (180 duys afier Operator

receives such report, Denied exceptions should be pavticd by a

¢ Tesy 1 the Operntor fils to provide substantive

respanse 1o an exception within this one hundred eighty (180) day period, the Operator will owe imerest on that exception or portion
thereof, if ultimately granted, from the date it reccived the audit report. Interest shall be calculored using the rate set fonh in Section

L3.B (Adedvances and Pavments by the Parties).

Ihe Tead audit company shall reply to the Operator's response to an audit report within ninety (40 days of receipt, and the Operator
shall reply w the lead audit company’s follow-up response within ninety (90) days of receipt; provided. however, each Non-Operitor
shall have the right 1o represent itsell it it disagrees with the lead audit company”’s position or believes the lead audit company is not
adequately Fulfilling ns duties. Unless otherwise provided for in Section 15, if the Operator fails to provide substantive respoise
to an exception within this ninety (90) day period, the Operator will owe interest on that exeeption or portion thereol, if ultimately
eranted, from the date it received the audit report. Interest shall be calculated using the rate set forth in Section 1.3.8 ( Advances and

Paymenis by the Parties)

1f any Pany fuils w meet the deadlines in Sections 1513 or L3.C or i any audit issues are outstanding [ifteen (15) months after
Operator receives the audit report, the Operator or wny Non-Operator paricipsting in the audit hus the right to call o resolution
miceting, as set forth in this Section 1.5 or it may invoke the dispute resolution procedures included in the Agreement, i applicable.
The meeting will require one month's writien notice 1o the Operator and all Non-Operators participatng in the audit. The meeting
shall b held at the Operator’s office or mutually agreed location, and shall be atended by representutives of the Panies with
authorily 1o resolve such outstanding issues. Any Pany who fils 1o anend the resolution meeting shall be bound by any resolution
renched at the meeting The lead audit company will make good faith efforts 1o coordinate the response and positions of the
Non-Operator participants throughout the resolution process; however, cach Non-Operator shall have the right o represent itself.
Attendees will make good faith eforts 1o resolve outstanding issues, and gach Party will be required w present sut e information
supporting its position. A resolution meeting may be held as often as agreed to by the Partics, lssues unresolved at one mecting may

bie discussed at subsequent meetings until cach such issue is resolved,

If the Agreement contains no dispute resohution procedures and the sudit issties cannot he 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
wion services equally. The Parties shall each have presemt

shall choose a mutually acceprable mediator and share the costs of medi

at the mediation at least one individual who has the authority 10 seitle the dispute, The Parties shall make rensonable efforts o
cnsure that the mediation commences within sixty (60) days of the dute of the mediation request, Notwithstanding the above, any

Party may file a lawsuit or complaint (1) il the Parties are unable after

ble elionts, o ¢ 1on within sixty (60)

days of the date of the medistion request, (2) for statute of lmitations reasons. or (3) 1o seek a preliminary mpunction or other
provisional judicist reliet, if in its sole judgment an injunciion or other provisional relief is necessary to avoud ireparable damage or
1o preserve the status quo. Despite such action, the Partics shall continue to 1y o resolve the dispute by mediation,

O roptional Provision — Forfeiture Penaitics)

If the Non-Operators fuil to meet the deadline m Section L3.C, any unresolved excepiians that were not addressed by the Non-

I

of the Oy shall be d 1o have been

Operators within one (1) year followimg receipr of the last

swithdravn by the Non-Operators. {f the Operator fails to meer the deadiines (n Section L3.8 or 1.5.C. any unresolved exceptions that
were not addressed by the Operator within one (1) year following receipt of the audis réport or receipl of the fast subsiantive response
of the Nen-Operators. whichever 15 fater, shalf be deemed te have been granted by the Operator and adjustments shall be made,

without intevest, 1o the Joint Accowm

6. APPROVAL BY PARTIES

A

GENERAL MATTERS

Where an approval or other agreement of the Parties or Non-Operators is
"

"

pressly required under other Sections of this Accounting

Procedure and if the Agreement to which this Acc ing | is

COPYRIGHT 1 2005 by Council of Petroleum Accountants Societies. Ine (COPAS)
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I Operatwr shall notify all Non-Operators of the Cperator's proposal and the agreement or approval of & majority in interest of the
2 Non-Operators shall be comrolling on all Non-Operators.

%]

1] “This Section L6 A applies to specific sinmtions of limited durion where a Party proposes (o change the accounting for charges from
$ that preseribed in this Accounting Procedure. This provision does not apply to amendments © this Accounting Procedure, which are
3 covered by Section L6.B.

8 B, AMERDMENTS

L]

10 If the Agreement to which this Accounting Procedure s atlached cantains no contrary provisions in regard thereto, this Accounting
1l Procedure can be amended by an aifirmative vote of’ 1w {2 yormore Parties, one of which is the Operator,
2 luving a combined working interest of al feast seventy percent {__70__ %), which approval shull be binding on all Parties,
I3 provided, however. approval of al least one (1) Non-Operator shall be required.

4

15 C. AFFILIATES

[

17 For the purpose of adminisicring the voting procedures of Sections Lo.A and 16,3, if Parties w this Agreement are Affiliates of ench
18 ather, then such Afliliates shall be combined and treated as a single Party having the combined working imerest or Paruicipating
1 Interest of such Affilintes.

]

£l For the purposes of administering the voting procedures in Seetion 1.6.A, if a Non-Operator is wn Aliliate of the Operator, votes
2 under Section L6.A shall require the majority in interest of the Non-Operator{s) after excluding the interest of the Operator’s
3 Alliliate.

i

23 1L BIRECT CHARGES

o

27 The Opermtor shall charge the Joint Account with the following items:

18
2 I.  RENTALS AND ROYALTIES

30

k1] Lese rentals and royalties paid by the Operator, on behalf ol all Parties, for the Joint Cperations,

32

33 2. LABOR

M

35 A Salaries and wages, including incentive i jon progrms as set forth in COPAS MFL-37 (“Chargeability ol Incentive
k1 Compensation Programs™), for

37

38 (13 Operaor's field emplovees direatly employed On-site in the conduct of Joint Ohperations,

3

40 (2} Operator's emplovees directly employed on Shore Base Fagilities, Offshore Facilities, or other facilities serving the Jomt
4 Property il such costs are not charged under Section 1.6 (Egiepment and Facilines Furnished by Operatar) of are not a
42 Tunction covered under Section I Cherhead),

43

M (31 Operator’s employees providing First Level Superyision,

45

4 (4) Operator’s employees providing On-site Teehnical Services for the Joint Property if such charges are excluded from the
47 overwad rates in Seetion W (Cverhead),

48

44 () Opermor's emplovees providing Offsite Techaical Services for the Joint Praperty il such charges are excluded from the
a0 overhead rates in Section H {Cverdivad)

1)

52 Charges for the Operator’s employees idemified in Section 112.A may be made based on the emplovee’s actual salaries and wages,
53 or in lieu thereof. o day rte representing the Operator’s average salanies and wages of the emplovee's speeific job category,

54

35 Charges lor personnel chargeable under this Section 11.2.A who are farcign nationals shall not exeeed comparable compensation panid
5t 10 an equivalem US. employee pursuant o this Seetion 112, unless otherwise approved by the Parties pursuant lo Section
57 Lo.A (General Matiers),

38

50 5. Operator's cost of holiday. vacation, sick and disubiluy and other v all pasid w empl whose
bl sularies and wages are chargeable to the Joint Account under Section 1L.2.A. excluding paLy or other ler

61 allowances Such costs under this Section 11,21 may be charged on a “when and as-paid basis” or by “percentage assessment” on the
62 amount of salarics and wages chargeable to the Joint Account under Section IL2.A If percentage assessment is used, the rate shall
() bie based on the Operator’s cost expenience

=]

05 . Lxpenditures or it made | (] sments imposed by 2o | authority that are applicable 1o costs
Gt chargeable to the Joint Account under Sections 11.2.A and B

COPYRIGHT 15 2005 by Council of Petrol Act S ies, Inc. (COPAS)
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1 D Personal Expenses of personnel whose salaries and wages are chargeable (o the Joint Account under Section 1124 when the
1 expenses are incurmed in connection with directly chargeable activities.

5

4 F. Rewsonable relocation costs incurred in trinsferming to the Joinl Property personnel whose salarics and wages are chargeable 1o the
H] Join Account under Seetion 11.2.A. Nowwith ling the foregoing, relocation costs that result from reorganization or merger of o
6 Party, or that are for the primary benelit of the Operator, shall not be chargeable to the Joint Account. Extraordinary relocation
7 costs, such as those incurred as a result of transfers from remote locations, such as Alaska or overscas, shall not be charged 10 the
] Joint Account unless approved by the Parties pursuant o Section LE.A (General Matiers)

9

1d P Training costs as specified in COPAS MFI-33 (“Charging of Training Costs 10 the Joint Account™) for personnel whose salaries and
" wages are chargeable under Section 11L.2.A. This traiming charge shall include the wages, salaries, training course cost. and Personal
12 Ixpenses incurred during the waining session. The training cost shull be charged or allocated 1o the property of properties directly
12 benefiting from the training. The cost of the training course shall not exceed prevailing commercial rates. where such rates are
14 available.

13

it G. Operator’s current cost of established plans for employee benefits, as described in COPAS MFI-27 (“Employee Benefits Chargeable
17 to Jownt Operations and Subjeet 1o Percenage Limitation™). applicable 1o the Operator’s labor costs chargeable to the Joint Account
18 under Sections 1124 and B based on the Operator’s aciual cost not 1o exceed the emplovee benefits limitation pereentage most
10 recently recommended by COPAS,

20

2 H. o Award payments to employees, m accordanee with COPAS MFL-09 (“Awards 10 Emplovees and Contractors™) for personnel whose
a2 salaries and wages are chargeable under Section L2.A.

R

El 3. MATERIAL

25

6 Material purchased or furnished by the Operator for use on the Joint Propenty in the conduct of Joint Operations as provided under Section
7 IV (Material Purchases, Transfers. and Dispositions). Only such Material shall be purchased for or ferred 1o the Joim Property as
28 may be required for immediate use o is reasonably practical and consistent with ¢licient and e ical operati The lati
3 of surplus stocks shall be avoided

30

3 4. TRANSPORTATION

3

33 A ransporttion of the Operator's, Operator's Affiliate’s, or contractor's g | v for Joint Op

34

kH B Transportation ol Material between the Joint Property and snother propenty, or from the Operator’s warchouse or other storage point
i 10 the Joint Property, shall be charged to the receiving property using one of the methods listed below, Transportation of Material
i from the Joum Propenty 10 the Operator’s warcehiouse or other storage point shall be paid for by the Joint Propeny using one of the
38 methods listed below:

)

40 (16 the setual trucking charge is less than or equal 1o the Exeluded Amount the Operator may charge actual trucking cost or a
a1 thearctical charge from the Railway Receiving Point to the Joimt Propeny. The basis for the theoretical charge is the per
42 hundred weight charge plus Toel harges from the Railway Receiving Paimt to the Joint Propeny . The Operator shall
43 consistently apply the selected aliernative.

4

a5 {2y 17 the acwal rucking churge is greater than the Excluded Amount, the Operator shall charge Fqualized Freight. Accessorial
R charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permit fees shall be charged
47 directly to the Jomt Property and shall not be included when culeulating the Equalized Freight,

48

49 5. SERVICES

50

H| The cost of contract serviees, equipment, and utilities used in the conduct of Joint Operations, excepl for contract services, equipment, and
52 utilities covered by Seetion 1 (Overhead), or Section 117 (Affiliates), or exchuded under Section 119 (Legal Expense). Awiards paid to
53 contractors shall be chargeable pursumt 1o COPAS MF1-19 - Awards 10 Employees and Contractors™),

54

55 The costs of third party Technical Services wre chargeable 1o the extent excluded from the overhead rates under Section HE(Overhead).

6

57 6. EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

53

59 In the aby of asej Iy negotiated ag Juty and faeilit ished by the Operator will be charged as follows

&0

61 Ao The Operator shall charge the Joint Account for use of Operator-owned equipment and facilities, including but not limited 0
62 production facilitics. Shore Base Facilities, Offshore Facilities, and Field Oftices, at mtes commensurate with the costs of ownership
63 and operation, The cost of Field Offices shall be chargeable to the extent the Field Offiees provide direct service to personnel who
(=) are chargeable pursuant 1o Section 1L.2.A (Labor). Such mies may include labor, maintenunce, repairs, other operating expense,
635 insurance, taxes, depreciation using straight line deprecimtion method. and interest on gross in Tess lated depreciat
i mottoexeeed  ten percent (10 %) per annum; provided, however, depreciation shall not be charged when the
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cquipment and facilitics invesiment have been fully depreciated. The rate may include an clement of the estimated cost for
shandonment, reclamation, and dismantlement. Such rates shall not exeeed the average commercial rates currently prevailing in the
immediate area of the Joint Property,

B, I diew of charges in Section 11.6,A above, the Opermor may elect 1o use average commercial rates prevailing in the immediate arca
of the Joint Property. less twenty pereent (20%). 11 equipment and facilities are charged under this Section 116,83, the Operator shall
idequanely document and support commercial rates and shall periodically review and update the rate and the supporting
documentation, For suomotive equipment. the Operator may clect 1o use rates published by the Petroleum Motor Transport
Association (PMTA) or such other organization recognized by COPAS as the official source of rtes.

AFFILIATES

A, Charges for an Affilime’s goods and/or services used i operations requiring an AFE or other awthorization from the Non-Operators
may b made without the approval of the Partics provided (i) the Affiliate is identified and the Affiliate goods and services are
specifically detailed in the approved AFE or other authorization, and (i1} the total costs for such Afliliate's goads and services billed
to such individua! project do not exceed $___ 10000000 1 the wonal costs for an Atfiliate"s goods and services charged to such
individual project are not specifically detailed in the approved AFE or authorization or exceed such amoum, charges for such
Affitinte shall require approval of the Parties, purstant 1o Seetion 1.6.A (General Marters),

B, Foran Affiliate’s goods and/or services used i operations not fequirmg an AFE or other authorization from the Non-Operators,
charges for such Affiliate’s goods and services shall require approval of the Panies, pursuant to Section L6, A ( General Marers), it the

chitrges exceed S 10000000 in a given calendar vear,

€ The vost of the Affiliate’s goods or services shall not exceed average commercial rates prevailing in the arca ol the Joint Propenty,
unless the Operator obtams the Non-Operators™ approval of such raes. The Operator shall adequately document and support
commercial rates and shall periodically review and update the rate and the supporting documentation; provided, however,
documentation of commercial rates shall not be required if the Operator obtains Non-Operator approval of its Affiliaie’s rates or
charges prior 1o billing Non-Operntors for such Afliliate’s goods and services. Notwithstanding the forezoing. direet charges for
Afliliste-owned communication facilities or systems shall be made pucsuant to Section 1112 (Communications).

If the Parties fail to designate an amount in Sections 117.A or 11 7.8, in each instance te amownt deemed adopted by the Parties as a
result of such omission shall be the amount established as the Operator’s expend limitation in the Agr I the Agreement
dows not contain an Operator's expendsture limitation, the amount deemed adopted by the Parties as o result of such omission shall be

2ero dollars (S 0.00),

DAMAGES AND LOSSES TO JOINT PROPERTY

Al eosts or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incurred, except to the
extent such damages of losses resull from a Party's or Panties’ goss negl ¢ or willtul fuet, in which case such Pany or Parties
shall be solely linble.

The Operator shall fumish the Non-Operator written notice of damages or losses incurred as soon as practicable afler a repon has been
received by the Operator

LEGAL EXPENSE

Recording fees and costs of handling, setling. or otherwise discharging litigation, claims, and liens incurred in or resulting from
operations under the Agreement, or necessany o protect or recover the Joim Propery, 1o the extent permined under the Agreement, Costs
of the Operatar’s or Affilize’s legal stafl or outside mtorneys, meluding fees und expenses, are not chargeable unless approved by the
Parties pursuant (o Seetion 1Lo.A (General Matters) or otherwise provided for in the Agreement

N hstanding the forcgoing paragraph, costs for | g ahstracts, fees paid to outside v for title Hons (3

preliminary. supplemental, shut-in royalty opinions, division order title opinions), and curative work shall be chargeable to the extent
permitted as a direct charge in the Agreement.

AXES AND PERMITS

Al taxes and permitting fees of every kind and nature, assessed or levied upon ar in connection with the Joint Propenty, or the production
therefrom, und which have been paid by the Operator for the benelit of the Parties. mcluding penalties and interest, exeept to the extent the
penalties and interest result from the Operator's pross neghigence or wallful misconduct.

IT ad valorem taxes pad by the Operator are based m whole or i part upon separate valuations of each Pany’s working interest, then
notwithstunding any contrary provisions, the charges to the Partics will be made in accordance with the 1ax value generated by cach Party's

working interest
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Costs of tax consultants or advisors, the Operator’s employees. or Operator’s Affiliate cmplovees i matiers regarding ad valorem or other
tax matters, are not permitted as direct charges unless approved by the Parties pursuant 1o Section L6, A (General Matters),

Charges o the Joim Account resulting from sales/use 1ax audits, including polated and penalties and interest, are permitted,
provided the Non-Opentor shall be allowed to review the invoices and ather underlving source documents which served as the basis for
tax charges and to determine that the correet amount of tixes were charged to the Joint Account. If the Non-Operator is not permitted to
review such documentation, the salesfuse tas amount shall not be directly charged unless the Operatr can conclusively document the
amount pwed by the Joint Account,

11 INSURANCE

Net premi paid for 3 quired 10 be carried for Joink Operations for the profection of the Parties, If Joint Operations are
conducted at locations where the Gperalor acts as self-insurer i regard to its worker's compensation and emplover's lisbility insurance
obligation, the Cperator shall charge the Joint Account manual rtes for the risk assumed in its self-insurance program as regulated by the
Jurisdiction governing the Joint Property. In the case of offshore operations in federal waters, the manual rates of the adjscent state shall be
used for personnel performing work Onesite, and such rates shall be adjusted for offshore operations by the U.S. Longshoreman and
Hurbor Workers (USL&EI) or Jones Act surcharge, as appropriste.

12, COMMUNICATIONS

Costs of zcquiring, leasing, installing. operating. repairing, and maintaining communication facilitics or systems, including satellite, rdio
and microwave facilities, between the Joint Propenty and the Operator's office(s) direetly responsible for field operations m accordance

with the provisions of COPAS MFI-H4 (“Ficld Comyp and C icanon Systems”) 1T the communicauons facilitics or systems
serving the Joint Property sre Operator-owned, charges 1o the Joint Account shall be made as provided in Section IL6 ( Eguipment and
Facilities Furnished by Oy )0 the ication facilities or systems serving the Jomt Property are owned by the Operator’s

Affiliate, charges w the Joint Account shall not exceed average commercial rates prevailing in the arca of the Joint Property, The Operator
shall adequately document and support commercial rtes and shall periodically review and update the rate and the supponting
ducunmentation.

13, ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for Techmical Services and drafling to comply with ceological, environmental and safety Liws or standards recommended by
Occupational Safery wnd Health Administration (OSHA) or other regulaiory authorities, All other labor and functions incurred for
ceological, environmental and sufety maters, including management, administration, and permitting, shall be covered by Sections 1.2
(Labor), 115 (Services). or Section W {Overhead), as applicable.

Costs 1 provide or have available pollution contai and I equipment plus actunl costs of control and cleanup and resulting
responsibilitics of oil and other spills as well as discharges from permitied outfalls a5 required by applicable Laws, or olher pollution
containment and removal equip deemed appropriste by the Operator for prdent operations, are dircily chargeable,

14 ABANDONMENT AND RECLANMATION
Costs meurred for aband und reclamation of the Joint Propeny, including costs required by lease agr or by Laws,

15, OTHER EXPENDITURES

Any other expenditure not covered or dealt with in the foregoing provisions of this Section 11 (Dircer Charges), or in Section 1]
(Overhead) and which is of direct benefit to the Joimt Property and is incurred by the Operator in the necessary and proper conduet of the
Joint Operations. Charges made under this Section 11,15 shall require approval of the Parties, pursiant 1o Section 1.6.A ( General Matters)

11, OVERIIEAD

As compensation for costs not specifically identified as chargeable to the Join Account pursint 1o Section 11 (Divect Charges), the Operator
shall charge the foint Account in secordance with this Section 11,

Functions included in the overhead raies regardless of whether performed by the Operator. Operator's Afiilises or third partics and regurdless
af location, shall include, but not be limited to, costs and expenses ol

warehousing. other than for warchouses thit are jointly owned under this Agreement

design and drafting (except when allowed as a direct charge under Sections 1113, 1 LA, and 1112, Option 13)
invemory eosts not chargeable under Section V (Inventories of Controllable Marerial)

procurement

admunistrtion

accounting and puditing

gas dispatching and gas chan inegration

COPYRIGHT © 2005 by Council ol Petrol Ace Societies, Inc. (COPAS)
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humam resources

management
supervision not direetly charged under Section 1.2 (Lahor)

legal services notdirectly chargeable under Section 119 {Leégal Expease)

laxation, other than those costs identificd as direetly chargeable under Seetion 1110 ( Taxes and Permits)

preparation and monitoring of permits and certifienstions; preparing regulatory repons; appearances before or meetmgs with
govemmental agencics or other authorities having junisdiction over the Joimt Property, other than On-site inspections; reviewing,
interpreting. or submitting comments un or lobbying with respeet 1o Laws or proposed Laws,

Overhead charges shall include the saluries or wages plus applicable pavroll burdens, benefits, and Personal Expenses of personnel perlorming
overhead functions. as well as office and other related expenses of overhead funetions

OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but not chargeshle under Section 1) { Direer Charges) and not covered by other provisions of this
Section 11, the Operator shall charge on cither:

B (Alernative 1) Fixed Rate Basis, Section 11,113,
O (Alernative 2) Percentuge Basis, Section 111.1.C,

A TECHNICAL SERVICES

(i) Except as otherwise provided in Section 1113 (Ecological Environmental and Safervy and Section 112 (Overhead - Major
Constryction and Catasrophe), or by approval of the Parties pursuant o Section Lo.A (General Marters), the salaries, wages,
related payroll burdens and benelits, and Personal xpenses for On-site Technical Services, including third party Technical
Services:

B (Alternative 1 - Directy shall be churzed direct to the Joint Account.
O (Alternative 2 - Overhiead) shall be covered by the averhead rites,

(i) Except as otherwise provided in Section 113 (Ecological. Evwvivonmental, and Safery) and Seetion 112 (Overbead — Major
Constrencran and Catasirophe, or by approval of the Parties pursuant w Section L6.A (General Matrers), the salanies, wages,

rebited paysoll burdens and benefits, and Personal Expenses for Off-site Technical Services, including third pany Technical

Services:

O (Abternative { = Al Overhead) shull be covered by the overhend rates,

(Alternative 2= All Direct) shall be charged divectto the Jomt Account,

O (Alternative 3 = Drilling Direct) shall be charged direct o the Joint Account, only to the extent such Technical Services
are directly atteibuteble to drilling, redrifling, decpening, or sid king operations, th h pleti POrrY

Band . or aband i a dry hole, OfF-site Technien! Services for all other operati i g workover,
recompletion, abandonment of producing wells, and the construction or ¢xpansion of fixed assets not covered by Section
L2 (Overlead - Mafor Construction and Catastrophe ) shall be covered by the overhead rates.

Notwilhstanding anything to the contrary in this Section 11, Technical Services provided by Operator’s Affiliates are subject to limitations

set forth i Section 1.7 (Affiliates). Charges for Technical 1 1 performing hnical work shall not be governed by this Section
HELA, but instead governed by other provisions of this Accounting Procedure relating 1o the type of work being performed.

OVERHEAD—FIXED RATE BASIS
(1) The Operator shall charge the Joint Account m the following rates per well per month:
Drilling Well Rate per month §, £.000.00 {prorated for less than o full month)
Producing Well Rate per monih §, &00.00
(2} Application of Overhead—Drilling Well Rate shiall be as follows:
{#)  Charges for onshore drilling wells shall begin on the spud date and weminate on the date the drilling andfor completion

equipment used on the well is released, whichever occurs laer. Charges for offshore and inlund waters drilling wells shall
begin on the date the drilling or pleti 1 arrives on location and werminae on the date the drilling or completion

equipment moves off Jocation, or is relensed, whichever oceurs first. No charge shall be made during suspension of drilling

anddfor completion operations for filleen (15) or more consecutive calendar days

COPYRIGHT 22 2005 by Council of Petroleum Accountants Secieties, Ine. (COPAS)
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0

by Charges for any well undergoing any type of workover, recompletion, and/or aband for a penod of five (5) or mone
consecutive work~days shall be made ot the Drilling Well Rate. Such charges shall be applied for the period from date
operations. with rig or other units used m operations, commence through date ol fig or other unit release, except that no charges
shall be made during suspension of operations for fifteen (13) or more consecutive calendar days

31 Application of Overbead—Producing Well Rate shall be as follows:

tap - Anactove well that is produced, injected into for recovery or disposal, or used 1o obtain water supply 1o support operations for
any portion of the monih shall be considered s a one-well charge for the emtire month

(b Fach active completion in 4 multicompleted well shall be considered s 2 one-well charge provided cach completion is
considered & separate well by the governing regulatory authority

ter A one-well charge shall be mude for the month in which plugging and sbandonment operations are completed on any well,
unless the Drifling Well Rate applies. as provided i Sections 111.1.8.(2){u) or (b). This one-well charze shall be made whether
ornot the well has produced,

A uctive gas well shut in because of overproduction or failure of a purchaser, 1 L or transporter 1o Lake production shall
be considered as s one-well charge provided the gas well is dircetly connected 1o o permanent sales oulet

fer Any well not meeting the critenin set forth in Seetions 1111303 G, (b (eh, or (d) shall not qualify Tor @ producing overhead
charge.

The well raws shall be adjusied on e first day of April cach year following the effective date of the Agreement; provided,
however, af this Accounting Procedure is attached 10 or otherwise governing the pavout accounting under a farmout agrecment, the
rates shall be adjusted on the first day of April each vear following the efMective date of such [ L ag . The adj

shall be computed by wpplying the adjustment factor most recently published by COPAS, The adjusted rates shall be the minal or
amended rates agreed 1o by the Panies Increased or decreased by the adjustment factor deseribed herein, for each sear from the

effective date of such rates, in aceordance with COPAS MELAT (" Adjustment of Overhead Rares™)

e OVER M A D R A G B AR

F—Eiperntorsim-chuge-the Joim-Aoeount-ut- the-folowing rites:
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2. OVERHEAD—MAJOR CONSTRUCTION AND CATASTROPHE
To compensate the Operator for overhend costs incurred in connection with a Major Construction project or Catastrophe, the Operttor
shall either negotiate a mte prior to the beginning of the project, or shall charge the Joint Account for overhead based on the following
rates for any Major Construction project in excess of the Opermor's. expenditure limit under the Agreement, or for any Citastrophe
regardiess of the mmount. I the Agreement to which this Accouming Procedure is attached does not contain un expenditure limit, Major
Construction Cverhead shall be assessed for asy single Major Construction project costing in excess of $100,000 gross
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| Mapor Construction shall mean the construction and instaliation of fixed assets, the expansion of fised assets, and any other project clearly
2 discernible as a fived asset required for the development and operation of the Joim Propenty, or in the di I bund
1 removal, and restoration of platforms, production equipment, and other operiting facilities,
A
] Catastrophe is defined as a sudden calamitous event bringing damage, loss, or destruction to property or the environment, such as an oil
o spill, blowout, explosion, fire, storm, hurricane, or other disaster. The overhead rate shall be applied 1 those costs necessary 1o restore the
7 Joint Property 1o the equivadent condition that existed prior to the event.
&
o A, I the Operator absorbs the engineering, design and drafling costs related to the project:
]
i t 3 %o of total costs if such costs are less than S100.000; plus
12
13 2y 3 "o ofotal costs in excess of S100,000 but less than $1,000,000; plus
14
15 3) 2 Yo of total costs in excess of $1,000,000
11
{0 B, ifthe Operator charges engineering, design and drafting costs related 1o the project directly w the Joint Account:
18
19 () 5 %o o total costs i such costs are less than S100,000, plus
0
| (] 3 o ol oal costs in excess of S1T00,000 but less than $1.000,000: plus
13
3] )] b % of total costs inexcess of $1,000,000.
b2
25 Towl cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component pars of a single Major
20 Construction project shall not be treated separmely, and the cost of drilling and workover wells and purchusing and installing pumping
7 units and downhole artificial lift equipment shall be excluded. For Catastrophes. the rates shall be applicd 1o all costs associated with cach
k1 single occurrence or event
ko)
30 iy each projeet, the Operator shall advise the Non-Opermtoris) in advanee which of the above options shall apply,
3l
32 For the purposes of caleulating Catastrophe Overhead, the cost of drilling reliel wells, substitute wells, or conducting other well op
33 directly Iting from the phic event shall be included. Expenditures to which these rtes apply shall not be reduced by salvage or
EE ] insurance recoveries. Expenditures that qualifv for Major Construetion or Catastrophe Overhead shall not qualify for overhesd under any
35 other overhead provisions, .
M
i In the event of any conflict between the provisions of this Section 1112 and the provisions of Scctions 11.2 (Labor), 113 (Services), or 117
38 (Affiltares), the provisions of this Section 1112 shall govemn
39
40 3. AMENDMENT OF OVERHEAD RATES
41
42 The overiwad rates provided for in this Section 111 may be amended from time to time if in practice, the rates are found 1o be insufficient
43 or excessive, in accordance with the provisions ol Section L6.B (Amendmenis).
H
13
a6 IV, MATERIAL PURCHASES, TRANSFERS, AND MSPOSITIONS
47

48 The Operator 15 responsible for Joint Aceount Material and shall make proper and timely charges and credits for direct purchascs, transfers, and
49 dispositions. The Operator shall provide all Material for use in the conduet of Joint Operations, however, Material may be supplied by the Non-
20 Operators, a1 the Operator’s option. Material furmished by any Party shall be furnished without any express or implied warrantics as to quality,

] litness for use, of any other matter.

5

53 I, DIRECT PURCHASES

54

55 Direet purchases shall be charged to the Joint Account at the price paid by the Operstor afler deduction of all discounts received. The
56 Operator shall make good faith ¢ffors w ke di offered by supphiers, but shall not be fiable for failure 10 take discounts exeept o
57 the extent such failure was the result of the Operator's gross negligence or willful misconduct. A direet purchase shall be deemed W oceur
35 when an agreement is mide between an Operator and a third pany for the acquisition of Material for a specific well site or location,
L] Material provited by the Operator under “vendor stocking programs,” where the initial use is for a Joint Property and title of the Materinl
it does not pass from the manufacturer, distributor, or agent untl usage, is idered a dircet purchase. I Material is found 10 be defictive
ol or is retumed 1o the manufacturer, distributor, or agent for any other reason, credit shall be passed to the Joint Account within sixty (60)
0l days afler the Operator s received adj from the fi 1. distributor, or agent.

63

6

63

o
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2. TRANSFERS

A trnster is deternined to occur when the Operator (1} fumishes Material from a storage facility or from another operated property, (i) has
assumed hability for the storage costs and changes i value, and (i) has previowsty secured and held title to the trnsfered Material,
Sunilarty, the removal of Material from the Joint Property 10 storage factlity or 1o another operated propenty 1s also considered a transfer,
provided. however, Material that is moved from the Joint Propeny 1o a storage | for sale-keeping pending disposition may remain
ehirged to the Joint Account and is not considered a transfer. Materiad shall be disposed of in aceordance with Section IV 3 (Disposttion of

Surphest and the Agreement 1o which this Accounting Procedure is attached

A PRICING

Ihe value of Material transforred to/from the Joint Propeny should generally retlect the market value on the date of physical transfer,
Regardless of the pricing method used, the Operator shiall make available 1o the Non-Operators sufficient d ion to verify the
Material valuation. When higher than specification grade or size tubnlars are used in the conduct of Joint Operations, the Uperator
shall charge the Jomt Account at the equivalent price for well design specification wbulars, unless such higher specification urade or
stzed wubulars are approved by the Parties pursuant 1 Seetion |6 A (Geseral Matters). Transfers of new Material will be priced
using one of the following pricing methods, provided. however, the Operator shall use consistent pricing methods. and not alternate
between methods For the purpose of ehoosing the method most favorable W the Operator for a specific trnster

(1 Using published prices in effect on date of movement as adjusted by the appropriate COPAS Historical Price Multiplier (HPM)
o prices provided by the COPAS Computerized Equipment Pricing System (CEPS),

la)  For oil country tubulars and line pipe, the published price shall be bused upon castern mill carload base prices (Houston,
Texas, for specinl end) adj )t of date ol 1. plus | fon cost as defined in Seetion IV 2B (Freighn

(b For other Material, the published price shall be the published list price in effect at date of move

i, sty Hsted by o Supply
Store nearest the Joint Property. where like: Materal is normally available, or pomi of weture plus transy i

costs as defined in Section IV 2.8 (Freighin
(2} Based on a price quotation from a vendor thas reflects a current realistic acquisition cost,

{3) Based on the amount paid by the Operator for like Matertal in the vicinity of the foint Propeny within the previous twebve (12)
months from the date of physical transfer

(- As agreed 10 by the Participating Parties for Materinl being transferred to the Joint Property, und by the Parties owning the
Material for Material being transferred from the Joint Property

B FREIGHT

Transponaion costs shall be added 10 the: Material tramsfer price wsing the method prescribed by the COPAS Computerized
Equipment Pricing System (CEPS). 1 not using CEPS, transportation costs shall be caleulated as follows:

(1 Transportation costs for oil country whbulars and line pipe shinll be caleulmed using the distance from castern mill 1o the
Railway Recewing Poimt bused on the carlond weight bisis as recommended by the COPAS MEL38 ("Material Pricing
Manuad”) and other COPAS MFIs i effect an the tme of the ransfer

(20 Transportation costs for special mill iems shall be caleutated from thar mill's shipping point 1o the Raway Recewving Point
For transporiation costs from other than eastern mills, the 30,000-pound intersiate truck rate shall be used. Transpontation costs
for macaroni wbing shall be caleulated based on the interstate truck mte per weight of tubing transferred 1o the Railway

Receving Point

(31 Transportation costs for special end wbolar goods shall be calculated using the intersiate truck rate from Houston, Texas, 1o the
Railway Receiving Point.

(4 Transportation costs for Matenal other than that deseribed in Sections IV2.B.(1) through (3), shadl be caleulated from the
Supply Store or point of manufacture, whichever is appropriate, to the Railway Receiving Point

Regardless of whether using CEPS or munually calenlating transportation costs, transportation costs from the Railway Reeeiving Point
1o the Joint Propeny are in addition to the foregomg, and may he charged 1o the Joint Account based on actual costs incured, All
ransponation eosts are subject 1o Equalized Freight as provided in Secoon 114 { Fransportaion) of this Accounting Procedure.

¢ TAXES

Sales and use tawes shatl be added to the Material wransfer price using cither the method contained i the COPAS Computerized
Fguipment Pricing Sysiem (CEPS) or the applicable wax rote i efieet for the Joim Propersy st the tme and place of transfer, In either
citse, the Joint Account shall be charged or credited at the rate that would have governed had the Material been a direct purchuse

COPYRIGHT @ 2005 by Council of Petrol A Societics, Ine (COPAS)
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N, CONDITION

(

12

(3)

(E3]

(E3]

Condition “A” = New and unused Moterial in sound and serviecable condition shall he charged at one hundred percent (100%%)
of the price as determined in Sections 1V.2.A (Pricg), V2.8 (Freighn, and 1V 2.C (Taves). Material transferred from the
Joint Property that was not placed in service shall be credited as charged without gain or loss: provided. however, any unused
Material that was charged 1o the Joint Account through a dircet purchase will be eredited to the Joint Account at the original
cost paid less restocking fees charged by the vendor. New and unused Material transferred from the Joint Property may be
credited at a price other than the price originally charged to the Joint Account provided such price is approved by the Parties
owning such Maerial, pursuant 1o Section Lo.A (General Marters). All refurbishing costs required or necessary 1o return the
Material to original condition or 1o correct handhing, wransportation. or other damages will be bore by the divesting property.
The Joimt Account is responsible for Material preparation, handling, :nd transportation costs for new and unused Material
charged to the Joint Propenty either through a direet purchase or wansfer. Any preparation costs i |
or extemal coating and wrapping, will be eredited on new Material provided these services were not repeated for such Material
fiar the receiving property,

any i

Condition “B” = Used Material in sound and serviceable condition and suitable for reuse without reconditioning shall be priced
by multiplying the price determined in Sections IV.2.A (Pricing). IV.2.8 (Frerght), and 1V.2.C (Taxes) by seveny-five percent

{75%).

Except as provided in Section 1V 2 D(3), all reconditioning costs required (o retwm the Matenal to Condition “B” or 1o correct
handling, portation or other damages will be bome by the divesting propeny

I the Material was originally charged to the Joint Account us used Material and placed in service for the Joint Property, the
Maerial will be credited a the price determined in Sections IV 2.A (Pricig), IV.2B (Freight), and 1V.2.C (Faxes) multiplied
by sixty-five percent (65%),

Unless otherwise agreed to by the Parties that paid for such Material, used Material transferred from the Joint Propernty thal was
not placed in service on the propenty shall be credited as changed without gain or loss,

Condui * = Material that is pot in sound and serviceable condition and not suitable Tor its original function until after
reconditioning shall be priced by multiplying the price determined in Sections IV 2A (Pricing), IV.2.B (Freight), and IV.2.C
{Taxes) by fifly percent (50%),

The cost of reconditioning may be charged 1o the receiving property to 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, (i) 15
obsolete, or (i} does not meet original specifications but still has value and can be used in other applications as a substitute Tor
items with different specifications, is considered Condition D™ Material. Casing. tubing, or drill pipe used as line pipe shall be
priced as Grade A and BB seamless line pipe of comparable size and weight. Used casing, tubing, or drill pipe uiilized os ling
pipe shall be priced at used line pipe prices. Casing, Wbing. or drill pipe used as higher pressure service lings than standard line
pipe. e, power oil lines, shall be priced under normal pricing procedures for casing, tbing, or drill pipe. Upset whbular goods
shall be priced on i 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 1 by the Parties pursuant 1o Section 16N ( General
Marters)

Condition “E” = Junk shall be priced at prevailing scrap value prices.

E OTHER PRICING PROVISIONS

14

Preparation Costs

Subjeet to Section 11 (Kwreet Charges) and Section 11 (Cherbead) of this Accounting Procedure, costs incurred by the Operator
in making M | serviceable including inspection. third party surveillance services, and other similar serviees will be charged
10 the Joint Aceount at prices which reflect the Operator's aetul costs of the services. Documentation must be provided to the
Non-Opertiors upan request 1o support the cost of service. New coating and/or wrapping shall be considered a component of
the Materials and priced in accordance with Sections 1V.1 (Direct Purchases) or IV 2A (Pricing). us applicable. No charges or
credits shall be made for used coating or wiapping. Charges and credits for inspections shall be made in aceordance with
COPAS MFI-38 (“Material Pricing Manual ).

Loading and Unloading Costs

Londing and unlosding costs related 1o the movement of the Material to the Joint Propeny shall be charged in accordance with
the methods specified in COPAS MFI-38 (“Matenal Pricing Manual™).

COPYRIGHT 1 2005 by Council of Petroleum Accountants Socicties, Ine. (COPAS)
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DISPOSITION OF SURPLUS

Surplus Material is that Matrial, whether new or used, that 1s no longer required for Joimt Operations. The Operator may purchuse, but
shall be under no obligation o purchase, the interest of the Non-Operators in surplus Material,

Dispositions for the purpose of this procedure are considered 1o be the relinquishment of title of the Muterial From the Joint Property o
cither a third party. a Non-Operator, or ta the Operator, To avoid the accumulation of surplus Material, the Operator should mike good
fuith ¢fforts 10 dispose of surplus within twelve (12) months through buy/sale agreements, trade. sale 10 a third party, division in kind, or
other dispositions as agreed w by the Parties.

Disposal of surplus Muterials shall be made in accordance with the terms of the Agreement to which this Accounting Procedure is
Ji | of surplus Material, the following terms shall apply:

attached. 17 the Agreement contains no provisions g

. The Operatar may, through a sale 1o an unrelited third pany or entity, dispose of surplus Material having a gross sale value that
15 Jess than or equal to the Operator's expenditure Hinit as set forth in the Agreement to which this Accountung Procedure is
attached without the prior approval of the Partics owning such Material.

. IFthe gross sale value exceeds the Agreement expenditure limit, the disposal must be agreed 1o by the Parties owning such
Manerial

+ Operator may purchase sumplus Condition “A” or "B” Material without approval of the Panties owning such Material, bused on
the pricing methods set forth in Section 1.2 (Transgfers),

+ Operator may purchase Condition “C” Material without prior approval of the Parties owning such Material if the value of the
Materials, hased on the pricing methods set forth in Section 1V 2 (Fransfers), is less than or equal to the Operator's expenditure
linntation set forth in the Agreement. The Operator shall provide documentation supporting the classification of the Muterial as

Condition C.

L Operator may dispose of Condition “D" or “E™ Material under procedures normally wlilized by Operator without prior approval
of the Parties owning such Material

SPECIAL PRICING PROVISIONS

Ao PREMIUM PRICING

Whenever Material is available only @ inflated prices due 1o national o s, strikes, g imposed foreign trde
restrictions. or other unusual causes over which the Operator has no contral, for direct purchase the Operator may charge the Joint
Account for the required Material m the Operator's actual cost incurred in providing such Material, making it sunable for use, and
moving it o the Joint Property. Muterial Ferred or disposed of during premivm pricing situations shall be valued in accordunce
with Section IV.2 (Trangfers) or Section IV.3 (Duposition of Surplus), as applicable.

B, SHOP-MADE ITEMS

ltems fabricated by the Operator's employees, or by comtract laborers under the direction of the Operator, shall be priced using the
value of the Material used to construct the item plus the cost of labor to fabricate the iem. If the Material is from the Operator's
serap or junk account, the Material shall be priced at cither twenty-five percent (25%) of the current price as determined in Section
IV.2A (Pricing) or scrap value. whichever is higher. In no event shall the amount charged exceed the value of the item

commensurate with its use.
C.  MILL REIECTS
Mill rejects purchased as “limited service” casing or tbing shall be priced at cighty percent (80%) of K-351+35 price as determined in

Section V.2 (Transfers). Line pipe converted 1o casing or tbing with easing or twbing couplings atiached shall be priced as K-35/)-
53 casing or lubing m the nearest size and weight.

VONVENTORIES OF CONTROLLABLE MATERIAL

The Opermor shall maintain records of C lable Material charged 1o the Joint Account, with sufficient detwil to perform physical inventories,

Adjustments to the Joimt Account by the Operator resulting from a physical inventory of Controllable Muterinl shall be made within welve (12)
maonths following the taking of the invemory or receipt of Non-Opermor mventory repont, Charges and credins for overages or shortages will be
valued for the Joint Account in accordance with Scction 1V.2 (Transfers) and shall be based on the Condition "B prices in effect on the date of’
physical inventory unless the inventorving Parties can provide sufficient evidence another Material condition applics.

COPYRIGHT © 2005 by Council of Petroleum Accountants Socictics, Inc. (COPAS)
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L. DIRECTED INVENTORIES

Physical mventories shall be performed by the Operator upon written request of’ @ majority in working i of the Non-Oy

(hereinafier, “directed ventory™). provided, however, the Operator shall not be required o prerform directed inventorics more frequently

than viee every five (3) years. Dirceted i ies shall be { within one hundred eighty (180) days afier the Operater receives

writien notice that o maority in interest of the Non-Operaters hias requested the inventory. All Panties shall be governed by the results of
any dirceted inventory.

Expenses of dirceted inventories will be bome by the Joint Account: provided, however, costs associated with any por.l report follow- up

wark in seuling the inventory will be absurbed by the Party ineurring such costs, The Operator is expected to exercise jud inb

expenses within reasonable limits, Any pated disproporti or extrmordinary costs should be discussed and agreed upon pnor o

ement of the § v b ol di d in jes may include the following:

A, A per diem rate for each i v person, tive of actual salaries, wages, and payroll burdens and benetits of the personnel
perfarming the inventory or a rate agreed 10 ll\ the Parties pursunnt 1o Section Lo.A (General Matters), The per diem rate shall also
be upplied to a reasonable number of days for pre-inventory work and report preparation

B Aciual immsportation costs and Personal Expenses for the inventory team,

€. Reasonable charges for ceport preparation and distribution 1o the Non-Operatars.

2. NON-DIRECTED INVENTORIES

A OPERATOR iNV_I-.MURII’.S
Physical mventories that are not requested by the Non-Operators may be performed by the Operator, at the Operater’s discretion. The
expenses of conducting such Operator-initined inventorics shall nat be charged 1o the Joint Account.

B, NON-OPERATOR INVENTORIES
Subject w the terms of the Agreement 1o which this Accounting Procedure is aached, the Non-Operators may conduct a physical
invemory at reasonable times at their sole cost and risk after giving the Operator at least minety (90) days prior wrinen notice. The
Nen-Operator mvertory repont shall be fumished to the Operator in writing within ninety (90) days of completing the inventory
ficldwork.

C. SPECIAL INVENTORIES
The expense ol conducting inventories other than those deseribed in Sections V.| (Dwected Iventories), V.2A {Operator
Tivenaries), or V203 (Nen-Ciperator livestories), shall be charged to the Pary requesting such inventory: provided, however,
inventories required due o a change of Operator shall be charged w the Joint Account in the same manner as described in Section
Vo (Diveeted hiventories),

COPYRIGHT © 2003 by Council of Petrol Agc Socictis, lnc. (COPAS)
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EXHIBIT “D”
Attached to and made a part of that certain Operating Agreement
dated August 1, 2020, between MEWBOURNE OIL COMPANY, as Operator,
and CHEVRON U.S.A. INC., et al, as Non-Operator.
1 CE

At all times during the conduct of operations hereunder, Operator shall maintain in force the
following insurance, at the expense of and for the benefit of the Joint Account:

1. Workers' Compensation Insurance

a. Statutory Workers' Compensation coverage to include all areas involved in
operations covered under this contract.

b. Employers liability with a limit of $500,000 each accident.
2 Comprehensive eral Liability Insurance (C

a. Standard Comprehensive General Liability including coverage for
products/completed operations.

b. Contractual liability, insuring contracts between Mewbourne Oil Company
and their contractors covering assumed tort liability.

c. Limits of Liability:

General Aggregate Limit $2,000,000
Products and Completed Operations Aggregate Limit $1,000,000
Personal and Advertising Injury Limit $1,000,000
Each Occurrence Limit $1,000,000

3. Automobile Liability Insurance

a. Standard Comprehensive form including all owned, non-owned and hired
automobile equipment.

b. Limits of Liability: $1,000,000
Combined Single Limit
4. on ntr;

Operator agrees to use its best efforts to assure that its contractors and
subcontractors also comply with the insurance requirements listed in paragraphs
1-3 abivéiand that certain contractors and subcontractors engaged in higher risk
activities carry appropriate insurance coverage.

5. Umbrella Policy

In additional to paragraphs 1-3 above, Operator shall also carry an Umbrella
Liability Policy with coverage of at least $5,000,000.
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Operator's Extra Expense Insurance

Operator will carry Operator's Extra Expense Insurance covering costs of well
control, clean up, and redrilling, with a minimum limit per occurrence of
$3,000,000 for well depths of 0-10,000' and $10,000,000 for well depths over
10,000,

Additional Insurance

In addition to the above referenced types of insurance coverage, Operator may,
but is not required to, carry additional types of insurance coverage including, but
not limited to various types of additional excess umbrella liability, public property
damage, oil lease property, pollution or contamination, or similar coverage. The
actual premiums paid for all insurance shall be charged on a pro-rata basis to the
Joint Account of the parties hereto.

Other Provisions

Any liability, loss, damage claim or expense resulting from accidents or
occurrences not covered by insurance of the character referred to above, or in
excess of the insurance actually carried under the above provisions, shall be borne
by the parties hereto in the proportions which they own in the unit area. In the
event Operator is unable to procure and maintain any of the insurance enumerated
above, Operator shall promptly give written notice thereof to the other parties and
in such event, resulting loss, damage, claim and expense shall be borne by the
parties hereto in proportion to their respective interests in the unit area. Such
notice shall also constitute a waiver of the requirement that Operator procure and
maintain the insurance which is the subject of notice.

Notwithstanding anything contained herein to the contrary, a party to this
Agreement may elect to self-insure for the insurance set forth in 2, 3, 5 and 6
above, provided such party has a market value in excess of $1,000,000,000.00. In
such event of self-insurance, the party electing to self-insure will provide the
other parties to this Agreement with a letter of self-insurance. Additionally, if a
party elects to self-insure, the Operator shall not charge the self-insuring party for
any premiums paid for insurance other than the Workers’ Compensation
Insurance provided for in 1 above and any such charges for Workers’
Compensation Insurance shall be charged in accordance with Exhibit “C”.

End of Exhibit “D”
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NOTE: Instructions For Use of Gas Balancing
Agreement MUST be reviewed before finalizing
this document.

EXHIBIT "E"
GAS BALANCING AGREEMENT ("AGREEMENT")
ATTACHED TO AND MADE PART OF THAT CERTAIN
OPERATING AGREEMENT DATED ___August |, 2020

BY AND BETWEEN _ MEWBOURNE OIL COMPANY s Operalor

AND _CHEVRON U.S.A. INC., et al, as Non-Operators ("OPERATING AGREEMENT")
RELATING TO THE _Lands on Exhibit “A" AREA,
—Len COUNTY/PARISH, STATE OF New Mexico :

1. DEFINITIONS

The following definitions shall apply to this Agreement:

101 "Arm's Length Agreement” shall mean any gas sales agreement with an  unaffiliated purchaser or any gas sales
agreement  with an  affilisted purchaser where the sales price and delivery conditions under such agreement  are
representative  of prices and  delivery conditions existing under other similar agreements in  the area between
unaffiliated parties at the same time for natural gas of comparable quality and quantity.

1.02 "Balancing Area” shall mean (select one):

O cach well subject to the Operating Ag that prodt Gas or is allocated a share of Gas production. If a
single well is completed in two or more producing intervals, each producing interval from which the Gas
duction is not ingled in the wellbore shall be considered a separate well,

o nll of the screlge and d:pths Sllbjcﬂ 1o rhe Operatmg agmmcnl

1.03 "Full Share of Cument Production" shall mean the Percentage Interest of each Party in the Gas actually produced
from the Balancing Area during each month,

1.04 "Gas® shall mean all hydrocart produced or producible from the Balancing Area, whether from a well classified
as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may be made
available for sale or separate disposition by the Parties, excluding oil, condensate and other liquids recovered by
field equipment operated for the joint account. "Gas" does not include gas used in joint operations, such as for fuel,
recyeling or reinjection, or which is vented or lost prior to its sale or delivery from the Balancing Area.

1.05 "Makeup Gas" shall mean eny Gas taken by an Underproduced Party from the Balencing Area in excess of its Full
Share of Current Production, whether pursuant to Section 3.3 or Section 4.1 hereof,

1.06 "Mcf" shall mean one thousand cubic feet. A cubic foot of Gas shall mcan the volume of gas contained in one cubic
foot of space at a standard p base and at a standard base.

1.07 "MMBw" shall mean one million British T‘henml Units. A British Thermal Unit shall mean the quantity of heat
required to raise one pound avoirdupois of pure water from 585 degr Fahrenheit to 59.5 deg Fahrenheit at a
constant pressure of 14.73 pounds per square inch absolute.

1.08 "Operator” shall mean the individual or entity designated under the terms of the Operating Agreement or, in the
event this Agreement is not employed in connection with an operating agreement, the individual or entity
designated as the operator of the well(s) located in the Balancing Area.

1.09 "Overproduced Party” shall mean any Party having taken a greater quantity of Gas from the Balancing Area than
the Percentage interest of such Party in the cumulative quantity of all Gas produced from the Balancing Arca.

1.10 "Overproduction” shall mean the cumulative quantity of Gas laken by a Party in ecxcess of its Percentage Interest in
the cumulative quantity of all Gas produced from the Balancing Area.

LIl "Party” shall mean those individuals or entities subject o this Agreement, and their pecti heirs,
transferees and assigns.

1.12 "Percentage Interest” shall mean the percentage or decimal interest of each Party in the Gas produced from the
Balancing Area to the Operating Agr ing the Balancing Area.

1.13 "Royalty” shall mean paymenis on production of Gas from the Balancing Area to all owners of royalties, overriding
royalties, production payments or similar interests.

114 "Underproduced Party™ shall mean any Party having ftaken a lesser quantity of Gas from the Balencing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

1.15 "Underproduction” shall mean the deficiency between the cumulative quantity of Gas taken by a Party and its
Percentage Interest in the cumulative quantity of all Gas produced from the Balancing Area.

1.16 O (Optional) "Winter Period” shall mean the month{s) of in one
calendar year and the his) of in the ling calendar year.
2 BALANCING AREA
2.1 If this Agreement covers more than onc Balancing Area, it shall be applied as if each Balancing Area were covered
by scparate but identical agr All  balancing h der shall be on the basis of Gas taken from the Balancing Area
measured in (Alternative 1) B Mcfs or (Alternative 2) O MMBms.
22 In the event that all or part of the Gas deliverable from a Balanci Area is or becomes subject to one or more

maximum lawful prices, any Gas not subject lo price controls shall be considered as produced from a single Balancing Area
and Gas subject to each maximum lawful price category shall be considered produced from a sep Balancing Area.
3. RIGHT OF PARTIES TO TAKE GAS

3.1 Each Party desiing to take Gas will notify the Operator, or cause the Operator to be notified, of the volumes
nominated, the name of the transporting pipeline and the pipeline contract number (if available) and meter station relating
to such delivery, sufficienlly in advance for the Operator, acting with reasonable diligence, to meet all nomination and other

oL
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requirements. Operator is authorized to deliver the volumes so nominated and confirmed (if confirmation is required) to the
transporting pipeline in accordance with the terms of this Agreement,

32 Each Party shall meke a reasonable, good faith effort to take its Full Share of Cument Production each month, to the
extent that such production is required to maintain leases in effect, to protect the producing capacity of a well or reservoir, to
preserve correlative rights, or to maintain oil production,

33 When a Pany fails for any reason to take its Full Share of Curment Production (as such Share may be reduced by the
right of the other Parties to make up for Underproduction as provided hercin), the other Parties shall be entitled to take any
Gas which such Party fails o take, To the extent practicable, such Gas shall be made available initially to each Underproduced
Party in the proportion thal its Percentage Interest in the Balancing Area bears 1o the ftotal Percentage Interests of all
Underproduced  Parties  desiring 1o take such Gas. If all such Gas is not taken by the Underproduced Partics, the portion not
taken shall then be made available to the other Parties in the proportion that their pecti Percentage | in the
Balancing Area bear to the total Percentage Interests of such Parties.

34 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless of whether such Party s
underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such taking
Party

35 Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in any month to take any
Gas in excess of three hundred percent  (300%) of its Percentage Interest of the Balancing Area's then-current  Maximum
Monthly Availability; provided, however, that this limitation shall not apply to the extent that it would preclude production
that is required to maintain leases in cffect, 1o protect the producing capacity of a well or reservoir, o preserve correlative
rights, or to maintain oil producti "Maxii Monthly ~ Availability" shall mean the maximum average monthly rate  of
production at which Gas can be delivered from the Balancing Area, as determined by the Operator, considering the maximum
efficient well rate for each well within the Balancing Area, the maximum allowsble(s) set by the appropriale regulatory agency,
mode of operation, production facility capabilities and pipeline pressures.

3.6 In the event that a Party fails to make arrangements (o take its Full Share of Curent Production required to be
produced to maintain leases in effect, to protect the producing capacity of a well or reservoir, to preserve correlative rights, or
to maintain oil production, the Operator may sell any pat of such Party's Full Sharc of Cument Production that such Party fails
to take for the account of such Party and render to such Party, on a cument basis, the full proceeds of the sale, less any
reasonable  marketing, compression, treating, gathering or portation  costs i d directly in connection with the sale of
such Full Share of Current Production. In making the sale contemplated herein, the Operator shall be obligated only to obtain
such price and conditions for the sale as are reasonable under the circumstances and shall not be obligated to share any of its
markets. Any such sale by Operator under the terms hereof shall be only for such reasonsble periods of time as are consistent
with the minimum needs of the industry under the particular circumstances, but in no evemt for a period in excess of one
year. Notwithstanding the provisions of Aricle 34 hereof, Gas sold by Operator for a Party under the provisions hereof shall
be deemed to be Gas taken for the account of such Party.

4. IN-KIND BALANCING

4.1 Effective the first day of any calendar month following atleast —forty five (__45 ) days'prior
written notice to the Operator, any Underproduced Party may begin taking, in addition to its Full Share of Current
Production and any Makeup Gas taken pursuant to Section 3.3 of this Agreement, a share of current production determined
by multiplying__twentyfive ~ percent(___25 %) ofthe Full Shares of Current Production of all O produced Parties by
a fraction, the numerator of which is the Percentage Inierest of such Underproduced Party and the denominator of which
is the total of the Percentage Interests of all Underproduced Parties desiring to take Makeup Gas. In no event will an

Overproduced Party be required to provide more than Iwenly five percent (25 %) of its Full Share of Current
Production for Makeup Gas. The Opemator will promptly notify all Overproduced Partics of the election of an Underproduced
Party to begin taking Makeup Gas.

42 O (Optional - Semsonal Limitation on Makeup - Option 1) Nowwithstanding the provisions of Section 4.1, the
average monthly amount of Makeup Gas taken by an Underproduced Party during the Winier Period pursuant to Section 4.1
shall not exceed the average monthly amount of Makeup Gas tzken by such Underproduced Paty during the

( ) months i diately preceding the Winter Period.

42 O (Optional - Seasonal Limitation on Makeup - Option 2) Notwithstanding the provisions of Section 4.1, no
Overproduced Party will be required to provide more than __zem percent (___0 %) of its Full Share
of Current Production for Makeup Gas during the Winter Period.

43 DO (Optional) Notwithstanding any other provision of this Agreement at such time and for so long as Operator, or
(insofer as concems production by the Operator) any Underproduced Party, determines in good faith that an Overproduced
Party has produced all of its share of the ultimately recoverable reserves in the Balancing Area, such Overproduced Party may

be required to make available for Makeup Gas, upon the demand of the Operator or any Underproduced Party, up 1o
percent ( %) of such Overproduced Party’s Full Share of Current Production.

5. STATEMENT OF GAS BALANCES

5.1 The—Operato i B PP Ben N R — o hy—and tettve—basis—of—the—velumes—ef —Gas—that—each
Pary I" titled—io—reosive—and—ihe—vel o b — b sobd—for—eaeh—Party's Within—forty-five—{45}—days
“-J the—menth—of- duoth the-— wilb—fepish—e for—such—month—shawing—(H —eech—Rarp's—Ful—Shere—of
badosprod o —eaeh—Pary—and-— (S)—other—dute—a— ded—hy—ihe——provisions—of—the—C —of—Petrol
# & B Wo2d—as ded—or—suppl d—hereaft Eavh—Pary —taking—Gas—will—promptiy—provide—o
the-0) ory-date tred-by-te-O) or ettt he weHed der-See Article 14. OTHER PROVISIONS, Note 5.1

;.2 gy .“-‘:‘, fails—io—provide—the—datn—required—herein—for—four—{4} e—product TS the—ep oF

ha. diaass W 1 o
b P

it bt spted—weith sad—edi
Adt -

il-be-charged-to-the-aocount-of the-Pase ee Article 14. OTHER PROVISIONS, Note 5.2
6. PAYMENTS ON PRODUCTION
6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due on all volumes of Gas
actually taken by such Party.

62 O (Alternative 1 - Entitlements) Each Party shall pay or cause to be paid all Royalty duc with respect to Royalty

e
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owners o whom it is accountsble as if such Party were taking its Full Share of Curent Production, and only its Full Share of
Current Production.

62.10 (Optional - For use only with Section 62 - Alternative I - Entitlement) Upon written request of a Pany
taking less than its Full Share of Curent Production in a given month ("Curent Underproducer”), any Party laking more than
its: Full Share of Cument Production in such month ("Current Overproducer”) will pay to such Cument Underproducer an

amount each month equal to the Royalty p tage of the | d: ived by the Current Owerproducer for that portion of
the Cument Underproducer’s Full Sharc of Cument Production taken by the Cumrent Overproducer, provided, however, that
such payment will not exceed the Royalty p ge that is to all Royalty burdens in the Balancing Area Payments

made pursuant to this Section 6.2.1 will be deemed payments 1o the Underproduced Party's Royalty owners for purposes of
Section 7.5.

62 @ (Alternative 2 - Sales) Each Party shall pay or cause fo be paid Royalty due with respect to Royalty ownmers to
whom it is accountable based on the volume of Gas actually taken for its account.

63 In the event that any govemmental authority requires that Royalty payments be made on any other basis than that
provided for in this Section 6, each Pany agrees to make such Royalty pay dingly, ing on the cffective date
quired by such g | authority, and the method provided for herein shall be thereby superseded.
7. CASH SETTLEMENTS

7.1 Epen—the—earlier—of—the—plugging—and—aband ef—the—lasi—predusing—inierval—in—the—Balaneing—Area—the

of—the—O H A R L it = tha Balanod Asan oy 1 Gas

72 Within sixty (60) days afler the notice calling for cash settlement under Section 7.1, the Operator will distribute to each
Party a Final Gas Sewlement Statement detailing the quantity of Overproduction owed by each Overproduced Party to each
Underproduced  Party and identifying the month fto which such Overproduction is attributed, pursuamt to the methodology
set out in Section 7.4,

73 B (Alternative 1 - Direct Party-to-Party Settement) Within sixty (60) days afler receipt of the Final Gas Settlement
Statement, each Overproduced Party will pay to each Underproduced Party entitled to  settlement the appropriate  cash
settlement, accompanied by appropriate accounting detail. At the time of p the Overproduced Party will notify the
Operator of the Gas imbalance settled by the Overproduced Party's pay

73 O (Alternative 2 - Settlement Through Operator) Within sixty (60) days after receipt of the Final Gas Settlement
Statement, ecach Overproduced Party will send its cash setlement, accompanied by appropriate accounting detail, to the
Operator. The Operator will distribute the monics so reccived, along with any sctilement owed by the Operastor as an
Overproduced  Party, to each Underproduced Party to whom seilement is due within ninety (90) days afler issuance of the
Final Gas Setlement Stwatement. In the event that any Owverproduced Party fails to pay any settlement due hereunder, the
Operator may tumn over responsibility for the collection of such selement to the Party to whom it is owed, and the Operator
will have no further responsibility with regard to such settlement.

73.10 (Optional - For use only with Section 73, Altermative 2 - Settlement Through Operator) Any Party shall have
the right at any time upon thirty (30) days' prior written notice to all other Parties to demand that any setlements due such
Party for Overproduction be paid directly to such Party by the Overproduced Party, rather than being paid through the
Operator. In the event that an Overproduced Party pays the Operalor any sums due to an Underproduced Party at any time
after thiy (30) days following the receipt of the notice provided for herein, the Overproduced Party will continue to be liable
to such Underproduced Party for any sums so paid, until payment is actually received by the Underproduced Party.

74 B (Alternative 1 - Historical Sales Basis) The amount of the cash setlement will be based on the proceeds
received by the Overproduced Party under an Amm's Length Agreement for the Gas taken from tme to time by the
Overproduced Party in excess of the Overproduced Pary's Full Share of Curent Production. Any Makeup Gas taken by the
Underproduced Party prior 10 monetary settlement hereunder will be applied to offset Overproduction logically in the
order of accrual,

74 O (Alternative 2 - Most Recent Sales Basis) The amount of the cash settlement will be based on the proceeds
received by the Overproduced Party under an Arm's Length Agreement for the volume of Gas that constitted Overproduction
by the Overproduced Party from the Balancing Area. For the purpose of implementing the cash setlement provision of the
Section 7, an Overproduced Party will not be considered to have produced any of an Underproduced Party's share of Gas umil
the Overproduced Party has produced cumulatively all of its Percentage Interest share of the Gas ultimately produced from the
Balancing Area.

7.5 The values used for calculating the cash setllement under Section 7.4 will include all pmwcds received for the sale of the
Gas by the Overproduced Party calculated at the Balancing Area, after deducting any prod or taxes paid and any
Royalty acually paid by the Overproduced Party to an Underproduced Pany's Royalty owner(s), to the exient said pu,ymems

d to a discharge of said Underproduced Party's Royalty obligation, as well as any bl keting, p y
treating, gathering or transportation costs incurred directly in connection with the sale of the Overproduction.

7510 (Optional - For Valoation Under Percentage of Proceeds Contracts) For Overproduction sold under a gas
purchase contract providing for payment based on a percentage of the proceeds obtained by the purchaser upon resale of
residuc gas and liquid hydrocarbons extracted at a pgas processing plant, the values used for calculating cash settlement will
include proceeds received by the Owverproduced Party for both the liquid hydrocarbons and the residue gas atiributable to the

Overproduction.

7520 (Optional - Valuation for Processed Gas - Option 1) For Overproducti d for the of the
Overproduced Party at a gas processing plant for the extraction of liquid hydrocarbons, the fult quantity of the Overproduction
will be valued for purposes of cash settlement ai the prices ived by the Overproduced Party for the sale of the residue gas
attributable 1o the Overproduction without regard 1o procecds attributable to  liquid hydrocarbons which may have been
extracted from the Overproduction.

752@ (Optional - Valuat for Pr d Gas - Option 2) For Overproducti p d for the of the

Overproduced Party al a ges processing plant for the extraction of liguid hydrocarbons, the values used for calculating cash
settlement will include the proceeds received by the Overproduced Party for the sale of the liquid hydrocarbons extracted from
the Overproduction, less the actual reasonable costs incumed by the Overproduced Party lo process the Overproduction and 1o
transport, fractionate and handle the liquid hydrocarbons extracted therefrom prior to sale.

76 To the extent the Overproduced Party did not sell all Overproduction under an Arm's Length Agreement, the cash
settlement  will be based on the ge price jved by the Overproduced Party for any ges sold from the

L
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Balancing Arca under Arm's Length Agreements during the months to which such O production  is ibuted, In the event
that no sales under Arm's Length Agreements were made during any such month, the cash settlement for such month will be
based on the spot sales prices published for the applicable geographic area during such month in a mutually scceptable pricing
bulletin,

78 In lieu of the cash scmlement required by Section 7.3, an Overproduced Party may deliver to the Underproduced Party
an offer to senle its Overproduction in-kind end at such rates, quantities, times and sources as may be agreed upon by the
Underproduced  Party, If the Parties arc unable 1o agree upon the manner in which such in-kind settlement gas will be
furnished within sixty (60) days afler the Overproduced Party's offer to setlle in kind, which period may be extended by
agreement of said Pattics, the Overproduced Party shall make a cash setlement as provided in Section 7.3. The making of an
in-kind selement offer under this Section 7.8 will not delay the accrual of interest on the cash semlement should the Parties
fail to rezch agreement on an in-kind settlement.

79 ©@ (Optional - For Balancing Aress Subject to Federal Price Regulation) That portion of any monies collected by an
Overproduced Party for Overproduction which is subject to refund by orders of the Federal Energy Regulatory Commission or
other governmental authority may be withheld by the Overproduced Party umil such pnm are fully approved by such
govemmental authority, unless the Underproduced Party fumishes a P dertal plable 1o the Overproduced
Party, aogreeing to hold the Overproduced Party harmless from financial loss due to :eﬁmd orders by such govemmental
authority.

7.10 O (Optional - Interim Cash Balancing) At any time during the term of this Agreement, any Overproduced Party
may, in its sole discretion, make cash scitlement(s) with the Underproduced Parties ing all or pan of its outstanding Gas
imbalance, provided that such setllements must be made with all Underproduced Parties proportionately based on the relative
imbalances of the Underproduced Parties, and provided further that such settlements may not be made morc often than once
every (wenty-four (24) months. Such settlements will be calculated in the same manner provided above for final cash
settlements. The Overproduced Party will provide Operator a detsiled accounting of any such cash setlement within thiny (30)
days after the settlement is made,

8. TESTING

Notwithstanding any provision of this Agreement 1o the contrary, any Party shall have the right, from time to time, to
produce and take up to one hundred percent (100%) of a well's entire Gas stream to meet the reasonable deliverability test(s)
required by such Pany's Gas purchaser, and the right to lake any Makeup Gas shall be subordinate to the right of any Party to
conduct such tests; provided, however, that such tests shall be conducted in accordance with prudent operling practices only
after thirty { 30 ) days' prior written notice to the Operator and shall last no longer than
— fontveight { 48 ) hours,

9. OPERATING COSTS

Nothing in this Agreement shall change or affect any Party's obligation to pay its proportionate share of all costs and

liabilities :nmm.d in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Operating

Ag ive of whether any Party is a any time selling and using Gas or whether such sales or use are in
proportion to its Pcw:nuae Interest in the Balancing Area.
10. LIQUIDS

The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field equipment operated
for the joint in d with their P age | in the Balancing Area,

1. AUDIT RIGHTS

Notwithstanding  any provision in this Agreement or any other agreement between the Parties hereto, and further
notwithstanding any termination or llation of this Ag , for a period of two (2) years from the end of the calendar
year in which any information to be fumnished under Section 5 or 7 hereof is supplied, any Party shall have the right to audit
the records of any other Party regarding quantity, including but not limited to information regarding Bru-content.
Any Underproduced Party shall have the right for a period of two (2) years from the end of the calendar year in which any
cash settlement is received pursuant to Section 7 to audit the records of any Overproduced Party as to all matters conceming
values, including but wnot limited to information regarding prices and disposition of Gas from the Balancing Area. Any such
sudit shall be conducted at the expense of the Party or Parties desiring such audit, and shall be ducted, after bl
notice, during normal business hours in the office of the Party whose records are being eudited. Each Pamy hereto agrees to
mainiain records as to the volumes and prices of Gas sold each month and the volumes of Gas used in ils own operations,
along with the Royalty paid on any such Gas used by a Pamy in ils own operations. The audit rights provided for in this
Section 11 shall be in addition to those provided for in Section 5.2 of this Agreement.

12. MISCELLANEOUS

12.1 As between the Parties, in the event of any conflict between the provisions of this Agreement and the provisions of
any gns sales contract, or in the event of any conflict between the provisions of this Agreement and the provisions of the
Operating Agi the provisions of this Agn shall govern.

12.2 Each Party agrees to defend, indemnify and hold harmless all other Parties from and against any and all lisbility for
any claims, which may be asseried by any third party which now or hereafter stands in 2 contractual relationship with such
indemnifying Party and which arise out of the operation of this Agreement or any activities of such indemnifying Party under
the provisions of this Agreement, and does further agree to save the other Parties harmless from all judgments or damages

d end costs i d in ion therewith,

123 Excepl as otherwise provided in this Agreement, Operator is horized o admini the provisions of this
Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred which arise out of or in
connection with the performance of Operator's duties hereunder, except such as may resull from Operator's pross negligence or
willful misconduct. Operator shall not be liable to any Underproduced Party for the failure of any Overproduced Party, (other
than Operator) to pay any amounts owed pursuant to the terms hercof.

124 This Agreement shall remain in full force and effect for as long as the Operating Agreement shall remain in force and
cffect as 1o the Balancing Area, and thercafter until the Gas accounts between the Paries are settled in full, and shall inurc to
the benefit of and be binding wupon the Paries hereto, and their respective heirs, successors, legal representatives




LB - R s B

A.A.P.L.FORM 610-E - GAS BALANCING AGREEMENT - 1992

and assigns, if any. The Parties hereto agree to give notice of the exi of this Ag 1o any successor in interest of
any such Party and lo provide that any such successor shall be bound by this Agreement, and shall further make any transfer of
any interest subject to the Operaling Agreement, or any pan thereof, also subject to the terms of this Agreement.

125 Unless the context clearly indicates otherwise, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the masculine and the feminine.

126 In the event that any Oplmml" provision of this A is not adopted by the Parties to this Agreement by a
typed, printed or handwritten indi such provisi shall not form a pan of this Asrmnen‘l. and no inference shall be
made conceming the intent of the Parties in such evenl. In the event that any "Al i provision of this Agi is not

so adopted by the Paries, Allemative | in each such instance shall be deemed to have been adopted by the Parties as a result
of any such omission. In those cases where it is indicated that an Optional provision may be used only if a specific Altemative
is selected: (i) an eclection to include said Optional provision shall not be effective unless the Alternative in question is selected;
and (i) the eleclion 1o include said Optional provision must be expressly indicated hercon, it being understood that the

lection of an Al ive either expressly or by defaull as provided herein shall not, in and of itself, conslitute an eclection to
include an associated Optional provision.

12.7 This Agreement shall bind the Panies in accordance with the provisions hereof, and nothing herein shall be construed
or interpretled as creating any rights in any person or entity not & signatory herelo, or as being a stipulation in favor of any
such person or entity.

12.8 If contemporancously with this Agreement becoming effective, or thereafler, any Party requests that any other Party

an  appropri d or notice of this Agreement in order to give third parties notice of record of same and
submits same for execution in recordable form, such memorandum or notice shall be duly executed by the Panty to which such
request is made and delivered promptly thereafier 1o the Party making the request. Upon receipt, the Party making the request
shall cause the memorandum or notice to be duly recorded in the appropriate real property or other records affecting the
Balancing Arca,

129 In the event Intemal Revenue Service regulations require & uniform method of computing taxable income by all
Parties, cach Party sgrees to compute and report income to the Internal Revenue Service (select one) [ as if such Party were
taking its Full Share of Current Production during each relevant tax period in accordance with such reguletions, insofar as same
relste 10 entilement method tax computations; or E based on the quantity of Gas taken for its account in accordance with
such regulations, insofar as same relate to sales method tax computations.

13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1 Subject to the provisions of Scctions 132 (if elected) and 133 hereof, and notwithstanding anything in this Agreement
or in the Operating Agreement to the contrary, if any Party assigns (including any sale, exchenge or other transfer) any of its
working interest in the Balancing Area when such Party is an Underproduced or Owverproduced Party, the assignment or other
act of transfer shall, insofar as the Parties hereto are concemed, include all interest of the assigning or transferring Party in the
Gas, all rights to receive or obligations to provide or take Msakeup Gas and all rights to receive or obligations to make any
monctary payment which may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall
thereafier wreat the assignment accordingly, end the assigning or transferring Party shall look solely to its assignee or other
wransferee for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled, and shall
cause its assignee or other transferee (0 assume its obligations hereunder.

132 B (Optional - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement (including but not
limited to the provisions of Section 13.1 hercof) or in the Operating Agreement to the contrary, end subject to the provisions
of Section 133 hercof, in the event an Overproduced Party intends to sell, assign, exchange or otherwise transfer any of its
interest in a Balancing Area, such Overproduced Party shall notify in wriling the other working interest owners who are

Parties hereto in such Balancing Area of such fact at least Sikty { 60 ) days prior to closing the
transaction.  Thereafter, any: Underproduced Party may demand from such Owverproduced Party in  wriling,  within
—thirty { 30 ) days after receipt of the Overproduced Party's notice, a cash settlement of its
Underproduction from the Balancing Arca. The Operator shall be notified of any such demand and of any cash settlement
pursuant to this Section 13, and the Overproducti and Underproducti of each Party shall be adjusted accordingly. Any cash

settlement pursuant to this Section 13 shall be paid by the Overproduced Farty on or before the earlier to occur (i) of sixty (60)
days after receipt of the Underproduced Party's demand or (i) at the closing of the wansaction in which the Overproduced
Party sells, assigns, exchanges or otherwise transfers ils interest in a Balancing Area on the same basis as otherwise set forth in
wim?amm}'.élmwﬂand_}mvid:d.' ., if any Underproduced Party does not so demand such cash settlement of its Underproduction from

Balancing Area, such Underproduced Party shall look exclusively to the assignee or other successor in interest of the
Overproduced Party giving notice hereunder for the satisfaction of such Underproduced Party's Undemproducti in d
with the provisions of Section 13.1 hereof.

13.3 The provisions of this Section 13 shall not be applicable in the event any Party morigages its interest or disposes of its
interest by merger, reorganization, consolidation or sale of substantially all of ils assets to a subsidiary or parent company, or to
any company in which any parent or subsidiary of such Party owns a majority of the stock of such company.

14, OTHER PROVISIONS

5.1 The Operator will maintgin appropriate accounting on a monthly and cumulative basis of the total volume of Gas and the total volume of Gas
actually taken or sold. Within forty-five (45) days after the month of production, the Operator will furnish a production statement for such month. If an
imbalance occurs during such month, Operator shall provide a statement showing (1) each Party's Full Share of Current Production, (2) the total volume of
Gas actually taken or sold for each Party’s account, (3) the difference between the volume taken by each Party and that Party's Full Share of Current
Producti (4)r.he C production or Underproduction of each Party, and (5) other data as recommended by the provisions of the Council of Petroleum
A Bulletin No. 24, as amended or supplemented hereafler. Each Party taking Gas will promptly provide to the Operator any data
mqumd by the Operator for preparation of the statements required hereunder.

5.2 Ifany Panty fails to provide the data required lu:rem for four (4) consecutive pmducnon months after an imbalance occurs, Operator or the other
Party, may audit the production and Gas sales and f I of the non-reporting Party to provide the required data. Such audit shall be
conducted only after reasonable notice and during normal business hours in the office of the Party whose records are being audited. All costs associated with
such audit will be charged to the account of the Party requesting the audit.

7.1 Upon the earlier of the plugging and abandonment of the Jast producing interval in the Balancing Area, or the termination of the Operating
Agreement or any pooling or unit agreement covering the Balancing Area, any Party may give written notice calling for cash settlement of the Gas
production imbalances among the Parties. Such notice shall be given to all Parties in the Balancing Area.
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15. COUNTERPARTS
This Agreement may be exccuted in counterparts, each of which when taken with all other counterparts shall constitute
a binding agreement between the Parties herelo; provided, however, that if a Party or Parties owning a Percentage Inierest in

the Balancing Area equal to or greater than a percent ( %) therein fail(s) to execute this
Agreement on or before , this Agr shall not be binding upon any Party and shall be of
no further force and effect.

IN WITNESS WHEREOF, this Agreement shall be effectiveasofthe __1*  dayof __August . 2020 .

ATTEST OR WITNESS: OPERATOR

— MEWBOURNE OIL COMPANY

BY:

—Jonathan White

Type or print name

Title _Anomey-in-Fact

Date

TaxIDorS.S.No. __75-1254872

NON-OPERATORS

BY:

Type or print name

Title

Date

Tax ID or S.5. No.

BY;

Type or print name

Title

Date

Tax ID or S.5. No.

BY:

Type or print name

Title

Date

Tax ID or 5.5. No.




A.APL.FORM 610-E - GAS BALANCING AGREEMENT - 1992

ACKNOWLEDGMENTS
Note: The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts, The

validity and effect of these forms in any state will depend upon the statutes of that state.
4 Individual acknowledgment;

5 Stateof — )
6 ) ss.
7 County of St |

8 This instrument was acknowledged before me on

11 (Seal, ifany)

12 Title (and Rank)

13 My ission expires:

17 ) ss.

18 County of __Smith — )

19 This instrument was acknowledged before me on

22 (Secal, ifany)

23 Title (and Rank)

24 My ission expires:

25

27

State of ey |
28

Combvat o )
30

31

of

(Seal, if any)

Title (and Rank)

My commission expires:




EXHIBIT “F”

Attached to and made a part of that certain Operating Agreement
dated August 1, 2020, between MEWBOURNE OIL COMPANY, as Operator,
and CHEVRON U.S.A. INC., et al, as Non-Operators.

Operator and any successor, substitute or replacement therefore (whether succeeding,
substituting for or replacing Operator in whole or in part, temporarily or permanently) is
considered a "Contractor" of the Federal Government and subject to the terms, provisions and
representations set forth below. By execution or ratification of, or Jjoinder in, this agreement, or
by accepting the benefits hereof in any way, each party so situated hereby ratifies, adopts and
confirms the following as "Contractor",

i Contract is an Equal Opportunity Employer, and will not discriminate against any
employee or applicant for employment because of race, color, religion, sex, national origin,
handicap, or status as Vietnam Era Veteran.

2 Contractor shall comply with the applicable requirements of the following laws,
regulations and orders:

A. Execution Order 11246, as amended, which prohibits job discrimination
on the basis of race, color, religion, sex or national origin, and requires affirmative action to
ensure equality of opportunity in all aspects of employment.

B. Section 503 of the Rehabilitation Act of 1973, as amended, which
prohibits job discrimination because of a disability and requires affirmative action to employ and
advance in employment qualified individuals with disabilities who, with reasonable
accommodation, can perform the essential functions of a job,

C. 38 U.S.C. 4212 of the Vietnam Era Veterans Readjustment Assistance Act
of 1974, which prohibits job discrimination and requires affirmative action to employ and
advance in employment qualified Vietnam Era Veterans and qualified special disabled veterans.

8 Contractor certifies that it does not and will not maintain or provide for its
employees any facilities which are segregated by race, color, religion, or national origin, or
permit its employees to perform any services at any location under its control, where segregated
facilities are maintained, and Contractor will obtain a similar certification for all non-exempt

subcontracts, as required by 41 C.F.R. Section 60-1.8.

End of Exhibit “F”
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EXHIBIT “H”

MODEL FORM RECORDING SUPPLEMENT TO
TEMENT

THIS AGREEMENT, entered into by and between ____Mewboume Qil Company _, hereinafter [eferred to as "Opemnr”and the signatory
party or parties other than Operator, hereinafter referred to individually as “Non-Operator,” and collectively as “Non-Operators.

WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land identified in Exhibit "A” (said
land, Leases and Interests being hereinafier called the “Contract Area”), and in any instance in which the Leases or Interests of a party are not of
record, the record owner and the party hereto that owns the interest or rights therein are reflected on Exhibit “A™;

WHEREAS, the parties hereto have i an Operating Agr dated __August |, 2020 (herein the “Operating  Agreement”),
covering the Contract Area for the purpose of exploring and developing such lands, Leases and Interests for Oil and Gas; and

WHEREAS, the parties hereto have d this ag] for the purpose of impasting notice to all persons of the rights and obligations of the
parties under the Operating Agreement and for the further purpose of perfecting those rights capable of perfection.

NOW, THEREFORE, in consideration of the mutual rights and obligations of the parties hereto, it is agreed as follows:

1. Thisag the Operating Ag) which Ag in its entirety is incorp d herein by refe and all terms used
herein shall have the meaning ascribed to them in the Operating Agreement.

2. The partics do hercby agree that:
A. The Oil and Gas Leases and/or Oil and Gas Interests of the parties comprising the Contract Area shall be subject to and burdened with

the terms and provisions of this ag; and the Operating Agr and the parties do hereby commit such Leases and Interests to
the performance thereof.

B. The exploration and development of the Contract Area for Oil and Gas shall be govemed by the terms and provisions of the Operating
A as suppl d by this ag;

€. All costs end liabilities incumred in operations under this agr and the Operating Agi shall be bome and paid, and‘nil
equipment and materials acquired in operations on the Contract Area shall be owned, by the parties hereto, as provided in the Operating
Agreement.

D. Regardless of the record title ownership to the Qil and Gas Leases andfor Oil and Gas Interests identified on Exhibit “A,” all production
of Oil and Gas from the Contract Area shall be owned by the parties as provided in the Operating Ag provided nothing contained
in this agr shall be d d an assig OF Cross-assig of i covered hereby.

E. Each party shall pay or deliver, or cause to be paid or delivered, all burdens on its share of the production from the Contract Area as
provided in the Operating Agreement.

F. An overriding royalty, production payment, net profits interest or other burden payable out of production hereafter created, assignments
of production given as security for the payment of money and those overriding royalties, production pay and other burdens payable
out of production heretofore created and defined as Subsequently Created Interests in the Operating Agreement shall be (i) borne solely
by the party whose interest is burdened therewith, (ii) subject to suspension if a party is required to assign or relinquish to another party
an interest which is subject to such burden, and (iii) subject to the lien and security interest hereinafter provided if the party subject 1o
such burden fails to pay its share of exp chargeable | der and under the Operating Agr all upon the terms and provisions
and in the times and manner provided by the Operating Agreement.

G. The Oil and Gas Leases and/or Oil and Gas Interests which are subject hereto may not be assigned or transferred except in accordance
with those terms, provisions and restrictions in the Operating Agreement regulating such transfers.

This agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the parties hereto, and their respective

heirs, devisees, legal rep ives, and assigns, and the terms hereof shall be deemed to run with the leases or interests included within
the lease Contract Area.

H. The parties shall have the right to acquire an interest in I, ion and repl leases, leases proposed to be surrendered,
wells proposed to be abandoned, and i to be relinguished as a result of non-participation in subseq perations, all in accordance -

with the terms and provisions of the Operating Agmem:‘rl.l.

I The rights and obligations of the parties and the adjustment of interests among them in the event of a failure or loss of title, each party's
right to perations, obligations with respect to participation in operations on the Contract Area and the consequences of & failure
to participate in operations, the rights and obligations of the parties regarding the marketing of production, and the rights and remedies of
the parties for failure to comply with financial obligations shall be as provided in the Operating Agreement.

J. Each party’s interest under this agreement and under the Operating Agreement shall be subject to relinquishment for its failure to
[: pate in subseq) perations and each party’s share of production and costs shall be reallocated on the basis of such relinquishment,
all upon the terms and provisions provided in the Operating Agreement.

K. All other matters with respect to exploration and development of the Contract Area and the ownership and transfer of the Oil and Gas
Leases and/or Oil and Gas Interest therein shall be governed by the terms and provisions of the Operating Agreement.

3. The parties hereby grant reciprocal liens and security interests as follows:

A. Each party grants (o the other parties hereto a lien upon any interest it now owns or hereafler acquires in Oil and Gas Leases and Oil and
Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any interest it now owns or hereafter
quires in the p onal property and fixtures on or used or obtained for use in connection therewith, to sccure performance of all of its
obhgauqns under this agr and the Operating Ag including but not limited to payment of expense, interest and fees, the
proper disbursement of all monies paid under this agr and the Operating Agr the assignment or relinquishment of interest

in Oil and Gas Leases as requi d under this ag) and the Operating A L, and the proper performance of operations under

T.'h's agreer and the Operating Agr Such lien and security interest granted by each party hereto shall include such panty's

ests, working i , operaling rights, and royalty and overriding royalty interests in the Contract Area now owned or
hereafter acquired and in lands pooled or unitized therewith or otherwise becoming subject to this ags and the Operating
Qgreemnl,lhel)ilmdﬁaswhm d th and equi i d thereon or used or obtained for use in ion therewith
(including, without limitation, all wells, tools, and tubular goods), and accounts (including, without limitation, accounts arising from the
sale of production at the wellhead), contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds
and products of the foregoing.
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B. Each party represents and warrants to the other parties hereto that the lien and security interest granted by such paity to the other parties
shall be a first and prior lien, and each party hereby agrees to maintain the priority of said lien and ser:umy interest agamu all persons
acquiring an interest in Oil and Gas Leases and | d by this ag and the Operati by, th h or under
such party, All parties acquiring an interest in Oil and Gas Leases and Oil and Gas | d by l.lus and the. Operating
Agreement, whether by assignment, merger, morigage, operation of law, or otherwise, shall be deemed to have taken subject to  the lien
and security interest granted by the Operating Agreement and this instrument as to all obligations attributable to such interest under this
agreement and the Operating Agreement whether or not such obligations arise before or after such interest is acquired.

C. To the extent that the parties have a security interest under the Uniform Commercial Code of the state in which the Contract Area is
situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the
obtaining of judgment by a party for the secured indebtedness shall not be d d an election of dies or otherwise affect the lien
rights or security interest as y for the pay thereof. In addition, upon default by any party in the payment of its share of expenses,
interest or fees, or upon the improper use of funds by the Operator, the other parties shall have the right, without prejudice to other rights
or remedies, to collect from the purchaser the proceeds from the sale of such defaulting party’s share of Oil and Gas until the amount
owed by such party, plus interest, has been received, and shall have the right to offset the amount owed against the proceeds from the sale
of such defaulting party's share of Oil and Gas. All purchasers of production may rely on a notification of default from the nun-dzfnultmg
party o pames stauns the amount due as a result of the default, and all parties waive any ilable against purch

18 p P ds as provided in this paragraph.

D. If any party fails to pay its share of expenses within one hundred-twenty (120) days after rendition of a stalement therefor by Operator
the non-defaulting partics, including Operator, shall, upon request by Operator, pay the unpaid amount in the proportion that the interest
of each such party bears to the interest of all such parties The amount paid by each party so paying its share of the unpaid amount shall

be secured by the liens and ity rights described in this parag ph 3 and in the Operating Agreement, and each paying party may
independently pursue any remedy available under the Op g Agr or otherwise.
E. Ifany party does not perform all of its obligations under this agr or the Operating Agr and the failure to perform subjects

such party to foreclosure or execution promodmgs pursuant 1o rhe provisions of this agreement or the Operating Agreement, to the extent
nﬂmmi by sm'emms law, the defaulting pamr waives any available right of redemption from and afler the date of judgment, any rewwed

or of the gaged or prop prior 1o sale, any available right to stay execution or to require a
marshalling of assets and any required bond in the event a receiver is eppointed. In addition, to the extent permitted by applicable law,
each party hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
hereunder or under the Operating Agreement, such power to be exercised in the manner provided by applicable law or otherwise in a
commercially reasonable manner and upon reasonable notice.

F. The lien and security interest granted in this paragraph 3 suppl identical rights granted under the Operating Agreement.

G. To the extent permitted by applicable law, Non-Operators agree that Operator may invoke or utilize the mechanics’ or materialmen's lien
law of the state in which the Contract Area is situated in order to secure the payment to Operator of any sum due under this agreement
and the Operating Agreement for services performed or materials supplied by Operator.

H. The ebove described ity will be fi d at the wellhead of the well or wells located on the Contract Area and this Recording
Supplement may be filed in the land records in the County or Parish in which the Contract Area is located, and as a financing statement
in all recording offices required under the Uniform Cumrnercu] Code or other applicable state statutes to perfect the above-described
security interest, and any party hereto may file a conti as y under the Uniform Commercial Code, or other state
laws.

4. This agreement shall be effective as of the date of the Opwmg Agreemenl as above recited. Upcm termination of this agreement and the
Operating Agreement and the satisfaction of all oblig: , Op is authorized to file of record in all necessary recording
offices a nolice of termination, and each party hereto agrees to execute such a notice of termination as to Operator's interest, upon the request
of Operator, if Operator has complied with all of its financial obligations.

5. This agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective

heirs, devisees, legal rep atives, and assigns. No sale, encumbrance, transfer or other disposition shall be made by any party
of any interest in the Leases or Interests subject hereto except as cxpmsly permitted under the Operating Agreement and, if permitted, shall
b:nudeexpmslysubjectmlhls g and the O g Ag and without prejudice to the rights of the other parties. If the
transfer is permi the of an hip interest lnmyOﬁwGuLenseshnllbedeanednpmywdns agreement and the

Operating Asrezrnml as 1o the interest assigned from and after the effective dale of the transfer of ownership; provided, however, that the
other parties shall not be required to recognize any such sale, encumbrance, transfer or other disposition for any purpose hereunder until thirty
(30) days after they have received a copy of the instrument of transfer or other satisfactory evidence thereof in wnuns from the transferor or
transferee. No assignment or other disposition of interest by a party shall relieve such party of obligations previously i d by such party
under this or the Operating Agr with respect to the interest transferred, including without limitation the obligation of a party
1o pay all costs attributable 10 an apcmm conducted under this agreement and the Operating Agreement in which such party has agreed to
participate prior to making such assignment, and the lien and security interest granted by Article VILB. of the Operating Agreement and
hereby shall continue to burden the interest transferred to secure payment of any such obligations.

6. In the event of a conflict between the terms and provisions of this agreement and the terms and provisions of the Operaling Agreement, then,
&5 between the parties, the terms and provisions of the Operating Agreement shall control,

7. This agreement shall be binding upon each Non-Op: when this ag or a counterpan thereof has been executed by such Non-
Operator and Operator notwithstanding that this agreement is not then or thereafler executed by all of the parties to which it is tendered or
which are listed on Exhibit “A™ as owning an interest in the Contract Area or which own, in fact, an interest in the Contract Area. In the event
that any provision herein is illegal or unenforceable, the remaining provisions shall not be affected, and shall be enforced as if the illegal or
unenforceable provision did not appear herein.

8. Other provisions.

This instrument may be executed in multi-counterparts, no one of which need be executed by all parties hereto and the same shall be binding

upon those parties who execute, whether or not all named parties join in hereof, Ci ts thus d shall gether constitute
but one and the same instrument. In the interest of facilitating ﬂlmg or recording this instrument thus d in multi , each
executing party hereby authori; of si and Aedgment pages and bly of'ihe same into a su-u;le dowmelu
composed of one copy of the substantive porti  of this i hed to multiple separately o and

pages.
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, who has prepared and circulated this form for execution, represents and warrants that the form was printed from and,
with the exception(s) listed below, is identical to the AAPL Form 610RS-1989 Model Form Recording Supplement to Operating
Agreement and Financing Statement, as published in computerized form by Forms On-A-Disk, Inc. No changes, alterations, or
modifications, other than those made by strikethrough and/or insertion and that are clearly recognizable as changes in Articles
have been made to the form.

IN WITNESS WHEREOF, this agreement shall be effective as of the __1%__ day of __August 2020 .

OPERATOR

ATTEST OR WITNESS
MEWBOURNE OIL COMPANY

By: _Jonathan White

Type or Print Name

Tide: _Attomey-in-Fact
Date:

Address:

NON-OPERATORS

ATTEST OR WITNESS

By:

Type or Print Name

Title:
Date:
Address:

ATTEST OR WITNESS

By:

Type or Print Name

Title:
Date:
Address:

ATTEST OR WITNESS

By:

Type or Print Name
Title:
Date:
Address:
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ACKNOWLEDGMENTS
NOTE:

The following forms of acknowledgment are the short forms approved by the Uniform Law on Notarial Acts. The validity and effect of
these forms in any state will depend upon the statutes of that state.

State of __§

County of §

This instrument was acknowledged before me on

by

(Seal, if any)
Title (and Rank)
My ission expires:

Acknowledgment in Representative Capacity
State of Texas §
& ss,
County of Smith §
This i was acknowledged before me on

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

Title (and Rank)

My commission expires:




MEWBOURNE OIL COMPANY
500 West Texas, Suite 1020
Midland, Texas 79701
Phone (432) 682-3715

Sent via Certified Mail

August 13, 2020

Ascent Energy, LLC
1125 17th St, Suite 410
Denver, CO 80202
Attn: Land Manager

RE: Expansion of North Wilson Deep Unit
Notice and Consent to Join Unit
Lands within T20S-R36E, T21S-R35E & T22S-R35E, Lea County, New Mexico

Ladies and Gentlemen;

Mewbourne Oil Company (“MOC™) proposes to expand the North Wilson Deep Unit (the “Unit”) in the
lands described below in Lea County, New Mexico. The Unit will include all state acreage. The purpose
of this letter is to inform you and all other Working Interest Owners in the Unit of MOC’s proposal and
invite your participation in this Unit expansion. The proposed expansion of the Unit encompasses the
following acreage and depths:

Township 20 South, Range 36 East, N.M.P.M., Lea County. New Mexico

Section 31: All Section 32: S2
Township 21 South, Range 35 East, N.M.P.M., Lea County. New Mexico

Section 4: All Section 5: All Section 6: E2

Section 7: E2 Section 8: All Section 9: All

Section 16: All Section 17: All Section 18: E2

Section 20: All Section 21: All Section 22: All

Section 27: All Section 28: All Section 29: N2

Section 33: All Section 34: All

Township 22 South, Range 35 East, NNM.P.M.. Lea County, New Mexico
Section 3: All Section 4: All Section 10: W2
Section 15: W2

(containing 13,269.79  acres, more or less) (the “Lands”). The primary development objectives
will be in the Bone Spring and Wolfcamp formations.

The New Mexico State Land Office (“SLO™) provided preliminary approval and are giving full support for

MOC'’s expansion of the Unit due to MOC’s efficient development plans and in the interest of conservation.
MOC soon will file its Application for Unitization (“Application”) with the NMOCD.

EXHIBIT /[~ a



As shown on Exhibit B to the Unit Agreement, Ascent Energy, LLC, is the current Working Interest Owner
of record as to the following tracts in the proposed expansion of the North Wilson Deep Unit:

e Tract 7—(T21S-R35E, Sec 4: Lots 1-8)

Enclosed for your review and approval is the proposed Unit Agreement for the Expansion of the North
Wilson Deep Unit, Unit Operating Agreement, as well as four (4) copies of the requested Unit Agreement
signature pages. Please execute, acknowledge and return three (3) originals to me at the address listed on
the letterhead above, keeping one for your records. Thank you for your time and consideration of this
matter. We look forward to your participation in this rewarding project with us. [f you have any questions,
please contact me by phone or email as listed below.

Respectfully,
Mewbourne Oil Company

Adriana Salgado
Landman
asalgado@mewbourne.com

Office: 432-682-3715
Cell: 432-528-5955




District |
1625 N. French Dr., Hobbs, NM 88240
1 (375) 3936161 Fax: (575) 393-0720

811 8. First St., Artesia, NM 88210

Phone; (575) 748-1283 Fax: (575) 748-9720
District 111

1000 Rio Brazos Road, Aztec, NM 87410
Phone: (505) 3346178 Fax: (505) 334-6170
District IV

1220 S. St. Francis Dr., Santa Fe, NM 87505
Phone: (505) 476-3460 Fax: (505) 476-3462

State of New Mexico
Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C-102

Revised August 1, 2011
Submit one copy to appropriate

District Office

[C] AMENDED REPORT

I API1 Number 2 Pool Code 3 Pool Name
4Property Code 3 Property Name 6 Well Number
NORTH WILSON DEEP UNIT 3H
TOGRID NO. 8 Operator Name 9 Elevation
3
MEWBOURNE OIL COMPANY 3662
" Surface Location
UL or lot no. Section Township Range Lot Idn Feet from the North/South line Feet From the East/West line County
F 17 21S | 35E 2330 NORTH 1600 WEST LEA
' 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 East/West line County
E 29 21S | 35E 2540 NORTH 440 WEST LEA
12 Dedicated Acres | 13 Joint or Infill 14 Consolidation Code 15 Order No.

No allowable will be assigned to this completion until all interest have been consolidated or a non-standard unit has been approved by the division.

5 8901217 W 2635.01° 5 BF26F0° W 2627 44"
=

GEQDETIC DATA
NAD 83 GRID — NM EAST

SURFACE LOCATION
N 539588.3 — E 831290.8
LAT: 32.4798785" N

N 526063.9 — E B29805.6

B: FOUND 3/4" REBAR
N 531345.9 — E B29761.3

C: FOUND 12"X4"X4"
LIMESTOME ROCK
N 533983.1 - E 829739.3

D: FOUND 3/4" REBAR
N 536624.0 — E 829716.2

E: CALCULATED CORNER
N 541904.6 — E 829671.3

F: FOUND LIMESTONE ROCK
N 541926.5 — E 832309.8

G: FOUND LIMESTONE ROCK
N 541952.2 — E 834936.7

H: FOUND LIMESTONE ROCK
N 538312.3 - E 834973.1

©

GEODETIC DATA
NAD 83 GRID — NM EAST

BOTTOM HOLE
M 528808.6 — E B30222.5
LAT: 32.4502768" N

N DO291I" W 528760

LONG: 103.3930518" W LONG: 103.3968224' W
it
Signature
Printed Name
CORNER DATA
NAD 83 GRID — NM EAST
A: FOUND NAIL l: FOUND 3/4” REBAR E-mail Address

N 536671.5 — E 834996.6

7OPERATOR CERTIFICATION |

1 herehy cortify that the information contained herein is true and complete

EXHIBIT / = D

Date

J: FOUND 12"X4"x4"
LIMESTONE ROCK
N 534030.7 — E 835020.3

K: FOUND 1/2" REBAR
N 531388.9 — E B835040.6

N OO28'43" W 26I7.68" N O0I006" W 264147

L: FOUND 1/2" REBAR
N 528748.9 — E 835065.4

M: FOUND B"X4"X4"
LIMESTONE ROCK
N 526106.9 — 835080.2

N: FOUND 1" PIPE
N 531359.3 — E 832400.3

LIMESTONE ROCK

:

)

0: FOUND 12"X4"X4" ki
8|

N 536645.7 — E 832356.2 8
=z

19680

Signature and Seal of J

"SURVEYOR CERTIFICATION

[ hereby certify that the well location shown on this
plat was plotted from field notes of actual surveys
made by me or under my supervision, and that the
same is true and correct to the best of my belief.

8-31-20

Date of Survey

___l__l@__J__
l

.-.—._T__
|
|

Certificate Number

5 89 3202° W 5285.61°

Job No.:

L520080404



Form C-102

Revised August 1, 2011
Submit one copy to appropriate
District Office

State of New Mexico
Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

French Dr., Hobbs, NM 88240
75) 393-6161 Fax: (575) 393-0720

811 8. First St., Artesia, NM 88210

Phone: (575) 748-1283 Fax: (575) 748-9720
Distriet 111

1000 Rio Brazos Road, Aztee, NM 87410
Phone: (505) 334-6178 Fax: (505) 334-6170
District 1V

1220 S, St. Francis Dr,, Santa Fe, NM 87505
Phone: (505) 476-3460 Fax: (505) 476-3462

[0 AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

I APl Number 2Pool Code 3 Pool Name
4Property Code 5 Property Name 6 Well Number
NORTH WILSON DEEP UNIT 4H
7TOGRID NO. & Operator Name ¥ Elevation ,
MEWBOURNE OIL COMPANY 3662
" Surface Location
UL or lot no. Section Township Range Lot Idn Feet from the North/South line Feet From the East/West line County
F 17 218 35E 2330 NORTH 1630 WEST LEA
" 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 East/West line County
F 29 218 35E 2535 NORTH 1800 WEST LEA
12 Dedicated Acres 13 Joint or Infill 14 Consolidation Code 15 Order No.

No allowable will be assigned to this completion until all interest have been consolidated or a non-standard unit has been approved by the division.

5 8931217 W 2638.01°

GEODETIC DATA
NAD 83 GRID — NM EAST

SURFACE LOCATION
N 539588.6 — E 831320.8

LAT: 32.4798785" N
LONG: 103.3929546" W

A: FOUND NAIL
N 526063.9 — E 829805.6

B: FOUND 3/4" REBAR
N 531345.9 — E 829761.3

C: FOUND 127"X4"X4"
LIMESTONE ROCK
N 533983.1 — E 829739.3

D: FOUND 3/4" REBAR
N 536624.0 — E 829716.2

E: CALCULATED CORNER
N 541904.6 — E 829671.3

F: FOUND LIMESTONE ROCK
N 541926.5 — E 832309.8

G: FOUND LIMESTONE ROCK
N 541952.2 — E 834936.7

H: FOUND LIMESTONE ROCK
N 539312.3 — E 834973.1

GEODETIC DATA
NAD 83 GRID — NM EAST

BOTTOM HOLE
N 528819.9 — E 831582.3

LAT: 32.4502751" N
LONG: 103.3924146" W

CORNER DATA
NAD 83 GRID — NM EAST

I: FOUND 3/4" REBAR
N 536671.5 — E 834896.6

J: FOUND 12"X4"X4"
LIMESTONE ROCK
N 534030.7 — E B35020.3

K: FOUND 1/2" REBAR
N 531388.9 — E B35040.6

L: FOUND 1/2" REBAR
N 528748.9 — E 835065.4

M: FOUND B"X4"X4"
LIMESTONE ROCK
N 526106.9 — 835090.2

N: FOUND 1" PIPE
N 531359.3 — E 832400.3

0: FOUND 12"X4"X4"
LIMESTONE ROCK
N 536645.7 — E 832356.2

N OO

1.3° W 528160

TOPERATOR CERTIFICATION

I herehy certify that the informarion contained herein is true and complete
te the best of my knowledge and belief, and that this arganization either
owns @ working interest or upleased mineval interest in the land including
the proposed hottam hole location or fas a right to deill this well at this
location pursuant (o a contract with an owner of such a mineral or working
fnterest, ar o a volundary pooling agreement or a compulsory pooling

order eretofore entered by the division,

Signature Date

F;th:d &il‘l‘l‘l‘:

E-mail Address

¥SURVEYOR CERTIFICATION

I hereby certify that the well location shown on this
plat was plotted from field notes of actual surveys
made by me or under my supervision, and that the
same is true and correct to the best of my belief.

8-31-20

Date of Survey

Signature and Seal of

19680

Certificate Number

5 89'32'02° W 5285.61°

Job No.: LS520080405



EXHIBIT / _ 5

MEWBOURNE OIL COMPANY
AUTHORIZATION FOR EXPENDITURE

Well Name: [NORTH WILSON DEEP UNIT #3H l Prospect: [NOR‘I‘H WILSON DEEP UNIT ]
Location: [SL: 2330 FNL & 1600 FWL (17); BHL: 2540 FNL & 440 FWL (29) | county: [Lea st nm |
Sec. gik:[__| survey: | ] Twe: [21s | RNe:[35E|Prop. TvD: [ 10123 | TMD:[ 20588 |
INTANGIBLE COSTS 0180 CODE | TCP CODE cc
Regulatory Permits & Surveys 0180-0100 | .0 0180-0200
Location / Road / Site / Preparation 0180-0105 | $35,000|| 0180-0205 $35,000
Location / Restoration 0180-0106 $200,000|| 0180-0206 $33,000
Daywork / Turnkey / Footage Drilling 30 days drig / 3 days comp @ $18,250/d 0180-0110 $584,700| 0180-0210 $58,500
Fuel 1700 gal/day @ $1.30/gal 0180-0114 $70,800| 0180-0214 $260,000
Mud, Chemical & Additives 0180-0120 $170,000|| 0180-0220
Horizontal Drillout Services 0180-0222 $200,000
Cementing 0180-0125 $80,000|| 0180-0225 $25,000
Logging & Wireline Services 0180-0130 $2,300|) 0180-0230 $300,000
Casing / Tubing / Snubbing Service 0180-0134 $18,000| 0180-0234 $40,000
Mud Logging 0180-0137 $30,000
Stimulation 50 Stg 19.8 MM gal/ 19.8 MM Ib 0180-0241 $1,270,000
Stimulation Rentals & Other 0180-0242 $160,000
Water & Other 0180-0145 $35,000| 0180-0245 $625,000
Bils 0180-0148 $128,200|| 0180-0248 $5,000
Inspection & Repair Services 0180-0150 $50,000) 0180-0250 $5,000
Misc. Air & Pumping Services 0180-0154 0180-0254 $10,000
Testing & Flowback Services 0180-0158 $12,000{| 0180-0258 | $24,000
Completion / Workover Rig_ 0180-0260 $10,500
Rig Mobilization 0180-0164 | $120,000
Transpartation 0180-0165 $30,000|| 0180-0265 30,000
Welding Services 0180-0168 $4,000|| 0180-0268 $15,000
Contract Services & Supervision 0180-0170 0180-0270 $21,000
Directional Services Includes Vertical Control 0180-0175 $418,500|
Equipment Rental 0180-0180 $227,300| 0180-0280 $24,000
Well / Lease Legal 0180-0184 $5,000( 0180-0284
Well / Lease Insurance 0180-0185 $5,600|| 0180-0285 |
Intangible Supplies 0180-0188 $7,000| 0180-0288 $10,000
D 0180-0190 $10,000| 0180-0290 $10,000
ROW & Easements 01800182 0180-0292 $5,000
Pipeline Interconnect 0180-0293
Company Supervision 0180-0195 | $336,000]| 0180-0295 $96,000
Overhead Fixed Rate 0180-0196 $10,000{{ 0180-0206 | $20,000
Well Abandonment 0180-0198 0180-0298
Caontin: 2% (TCP) 2% (CC) 0180-0188 $52,200| 01800299 | 365,800
SLOTAL 52,661,600, —$3,357,800
TANGIBLE COSTS 0181
Casing (19.1" - 307) 0181-0793
Casing (10.1" - 19.0") 1880 - 13 3/8" 54.5# J-55 STAC @ $32.16/ft 0181-0794 | $64,900|
Casing (8.1" - 10.0") 5690" - 9 5/8" 40# HCLBO LT&C_Q $26.51/ft 0181-0795 $161,100
Casing (6.1" - 8.0") 10070° - 7" 29# HCP-110 LT&C @ $21.47/ft 0181-0736 §230.,800
Casing (4.1" - 6.0%) 10750° - 4 1/2" 13.5# P-110 BPN @ $11.72/ft 0181-0797 $134,600
| Tubing 9380' - 2 7/8" 6.5# EUE thg @ $4.54/ft 0181-0798 545,500
Drilling Head 0181-0860 535,000
Tubing Head & Upper Section 0181-0870 $30,000
Harizontal Completion Tools Completion Liner Hanger 0181-0871 $45,000
Sucker Rods 0181-0875 |
Subsurface Equipment Packer 0181-0880 | $10,000
Artificial Lift Systems Gas Lift Valves 0181-0884 | $15,000
Pumping Unit 0181-0885 |
Surface Pumps & Prime Movers (1/2) VRU/HTB(Transfer 0181-0886 $60,000
Tanks - Oil (1/2) & - 750 bbl 0181-0890 $60,000
Tanks - Water (1/2) 5 - 750 bbl coated 0181-0891 $55,000
Separation / Treating Equipment (1/2) VRT/Flare/30"x10'x1k 3ph/48"x15'x1k# hor, 3ph/Gl 0181-0895 $150,000
Heater T Line Heaters B'%20'x75# HT 0181-0897 27,000
Metering Equipment 0181-0898 $15,000
Line Pipe & Valves - Gathering (1/2) 1 mile Poly SWD & 1 mile Steel Gas 0181-0900 | 46,500
Fittings / Valves & Accessories 0181-0906 $232,500
Cathodic Protection Inc. automation 0181-0908 $75,000
Electrical Installation 0181-0909 | $112,500
Equipment Installation 0181-0910 $112,500
Pipeline Construction (1/2) 1 mile Poly SWD & 1 mile Steel Gas 0181-0820 $97,500
TOTAL $491,900 $1,323,600
SUBTOTAL $3,153,500 $4,681,400
TOTAL WELL COST $7,834,900
|Extra Expense Insurance
D I elect to be covered by Operator's Extra Expense Insurance and pay my proportionate share of the premium.
Operalor has secured Extra Expense Insurance covering costs of well control, clean up and redrilling as estimated in Line ltem 0180-0185.
E] | elect to purchase my own well control insurance policy.
mmer box is checked above, nan-oparating working interest owner glects lo be covered by Operator's well control insurance.
Prepared by. H. Buckley Date: 9/14/2020
Company Approval: Date:
Joint Owner Inlerest: Amount:
Joint Owner Name: Signature:

Revised: 01/31/2018



MEWBOURNE OIL COMPANY
AUTHORIZATION FOR EXPENDITURE

Well Name: [NORTH WILSON DEEP UNIT #4H | Prospect: [NORTH WILSON DEEP UNIT |
L il ESL: 2330 FNL & 1630 FWL (17); BHL: 2535 FNL & 1800 FWL (29) | County: Eea }ST: NM
Sec. Bik:[__| survey: | | Twe: [215 | RNG:[35E]Prop. TVD: T™D:
INTANGIBLE COSTS 0180 CODE TCP CODE cc
Regulatory Permits & Surveys | 20,000} 0180-0200
Location / Road / Site / Preparation 0180-0105 | $35,000]| 0180-0205 $35,000
Location / Restoration 0180-0106 | $200,000]| 0180-0206 $33,000
Daywork / Turnkey / Footage Drilling 30 days drlg / 3 days comp @ $18,250/d 0180-0110 5584,700|{ 0180-0210 $58,500
Fuel 1700 gal/day @ $1.30/gal 0180-0114 $70,800|| 0180-0214 $260,000
Mud, Chemical & Additives 0180-0120 $170,000(| 0180-0220 |
Horizontal Drillout Services 0180-0222 | $200,000
Cementing 0180-0125 | $80,000| 0180-0225 | $25,000
Logging & Wireline Services 0180-0130 $2,300|| 0180-0230 | $300,000
Casing / Tubing / Snubbing Service 0180-0134 $18,000(| 0180-0234 | $40,000
Mud Logging 0180-0137 $30,000
Stimulation 50 Stg 19.8 MM gal/ 19.8 MM Ib 0180-0241 51,270,000
Stimulation Rentals & Other 0180-0242 | $160,000
Water & Other 0180-0145 $35,000| 0180-0245 | $625,000
[Bits_ 0180-0148 $128,200[ 0180-0248 | $5,000
Inspection & Repair Services 0180-0150 $50,000) 0180-0250 | $5,000
Misc. Air & Pumping Services 0180-0154 0180-0254 | $10,000
Testing & Flowback Services 0180-0158 $12,000) 0180-0258 $24,000
Completion / Workover Rig 0180-0260 | $10,500
Rig Mobilization 0180-0164 $120,000
Transportation 0180-0165 $30,000(| 0180-0265 $30,000
Welding Services 0180-0168 $4,000|| 0180-0268 | $15,000
Contract Services & Supervision 0180-0170 0180-0270 $21,000
Directional Services Includes Vertical Control 0180-0175 $418,500
Equipment Rental 0180-0180 $227,300|| 0180-0280 $24,000
Well / Lease Legal 0180-0184 $5,000]( 0180-0284
Well / Lease Insurance 0180-0185 | $5.600|| 0180-0285
Intangible Supplies 0180-0188 $7,000|| 0180-0288 $10,000
Damages 0180-0190 $10,000|| 0180-0290 | $10,000
ROW & Easements 0180-0182 | 0180-0292 | $5,000
Pipeline Interconnect | 0180-0293 |
Company Supervision 0180-0195 $336,000] 0180-0295 | $96,000
Overhead Fixed Rate 0180-0196 | $10,000}| 0180-0296 | $20,000
Well Abandonment 0180-0188 0180-0298 |
Contingencies 2% (TCP) 2% (CC) 0180-0199 | $52,200}| 0180-0299 | $65,800
JOTAL $2661,6000 ____  $3,357,800]
TANGIBLE COSTS 0181
Casing (19.1" - 307) 0181-0793
Casing (10.1" - 19.07) 1890° - 13 3/8" 54.5# J-55 ST&C @ $32.16/ft 0181-0794 $64,900
Casing (8.1" - 10.0") 5690' -9 5/8" 40# HCL8O LT&C @ $26.51/ft 0181-0795 $161,100]
Casing (6.1 - 8.0) 9855' - 7" 29# HCP-110 LT&C @ $21.47/ft 0181-07896 $226,000
Casing (4.1" - 6.0") 10750° - 4 1/2" 13.5# P-110 BPN @ $11.72/ft 0181-0797 | $134,600
Tubing 9165’ - 2 7/8" 6.5# EUE thg @ $4.54/ft 0181-0798 | $44,400
Drilling Head 0181-0860 $35,000
Tubing Head & Upper Seclion 0181-0870 | $30,000
Horizontal Completion Tools Coempletion Liner Hanger 0181-0871 $45,000
Sucker Rods 0181-0875 |
Subsurface Equipment Packer 0181-0880 | $10,000
Artificial Lift Systems Gas Lift Valves 0181-0884 | $15,000
Pumping Unit 0181-0885 |
Surface Pumps & Prime Movers (1/2) VRUIHTB/Transfer 0181-0886 | $60,000
Tanks - Oil (1/2) 6 - 750 bbl 0181-0890 $60,000
Tanks - Water {1/2) 5 - 750 bbl coated 0181-0891 $55,000
Separation / Treating Equipment {1/2) VRTIFlare/30"x10'%1k 3ph/48"x15'x1k# hor. 3ph/G| 0181-0895 | £150,000
Heater Treaters, Line Heaters 8'%20'x75# HT 0181-0897 | $27,000
|Metering Equipment 0181-0898 | $15,000
Line Pipe & Valves - Gathering {1/2) 1 mile Poly SWD & 1 mile Steel Gas 0181-0900 546,500
[Fittings / Valves & Accessories 0181-0906 | $232,500
Cathodic Protection Inc. automation 0181-0908 | $75,000
Electrical Installation 0181-0909 $112,500
Equipment | llation 0181-0910 | $112,500
Pipeline Construction (1/2) 1 mile Poly SWD & 1 mile Steel Gas 0181-0920 $97.500
TOTAL $487,000 $1,322,500
SUBTOTAL 53,148,600 4,680,300
TOTAL WELL COST $7,828,900
|Extra Expense Insurance
D | elect to be covered by Operator's Extra Expense Insurance and pay my proportionate share of the premium,
Operator has secured Extra Expense Insurance covering costs of well control, clean up and redrilling as estimated in Line Item 0180-0185.
D | elect to purchase my own well control insurance policy.
If neithar box is chacked above, non-operating working interest owner elects 1o be covered by Operater's well control insurance.
Prepared by: H. ley Date; 9/14/2020
Company Approval: Date:
Joint Owner Interest: Amount:
Joint Owner Name: Signature:

Revised: 01/31/2018




Stephanie Garcia Richard State Of New Mexico COMMISSIONER'S OFFICE

COMMISSIONER Commissioner of Public Lands e (505) §27.5766
310 OLD SANTA FE TRAIL ax(30)) 821-3766

P.O.BOX 1148 www.nmstatelands.org

SANTA FE, NEW MEXICO 87504-1 148
January 22, 2021

Mewbourne Oil Company

ATTN: Ms. Adriana Jimenez-Salgado
500 W. Texas Ave. #1020

Midland. Texas 79701

Re: Revised Preliminary Approval of Unit Expansion Letter No. 3
North Wilson Deep Unit
I.ea County, New Mexico

Dear Ms. Jimenez-Salgado:

This Preliminary Approval Letter of the Unit Expansion has been revised from the previous Letter
to state that the Unit only includes the Bone Spring formation. All other parts of this Revised
Preliminary Letter remain the same from the Revised Preliminary Approval of Unit Expansion
Letter No. 2.

The State Land Office received Mewbourne Oil Company’s (Mewbourne) letter dated January 12,
2021 requesting removal of 3 tracts in the unit which changed the size of the unit from the
preliminary approved 13.272.13 acres to 12,142.39 acres. This letter will replace the previous
Preliminary Approval Letter sent to Mewbourne on July 16, 2020. (Attached)

We have received the unexecuted copy of the unit agreement addendum that you have submitted
for the proposed North Wilson Deep Unit expansion area, Lea County, New Mexico. This
agreement addendum meets the general requirements for preliminary approval as to form and
content, and preliminary approval is hereby granted as of this date.

Preliminary approval shall not be construed to mean final approval of this agreement in any way
and will not extend any short-term leases until final approval and an effective date have been given.
Requested lease extensions are addressed in a separate transaction.

As specified in the unit agreement addendum and Option B of your e-mail dated July 7, 2020,
Mewbourne has agreed. as of the effective date of the addendum, on the following Option to expand
the Unit:

OPTION B

1.) SLO will allow the full 11,036.44 acres 10 be added to the existing 1.105.95 acre unit for
atotal of 12,142.39 acres.

2) The first 2 wells will be spud by 12/31/2021, or within one year from the effective date
of the Unit Agreement.

3) 14 wells will need to be drilled and producing by the end of 5 vears, or the unit will
contract down to the producing drill blocks.

EXHIBIT / - lf



Mewbourne Oil Company
January 22, 2021
Page 2

4) Unit will contract to producing drill blocks after 10 years.
When submitting your agreement for final approval, please include the following:

1. Application for final approval by the Commissioner setting forth the tracts that have
been committed and the tracts that have not been committed.

2. Pursuant to Rule 19.2.100.51, a statement of facts showing that:

a. The agreement will tend to promote the conservation of oil and gas and the better
utilization of reservoir energy.

b. Under the proposed unit operation, the State of New Mexico will receive its fair and
equitable share of the recoverable oil and gas in place under its lands in the proposed
unit area.

c. Each beneficiary institution of the State of New Mexico will receive its fair and
equitable share of the recoverable oil and gas under its lands within the unit area.

d. The unit agreement is in other respects for the best interest of the Trust.

3. Allratifications and joinders from the Lessees of Record and Working Interest Owners.
We require one set, all with original signatures acknowledged by a notary.

4. Approval order from the New Mexico Oil Conservation Division. State Land Office
approval is conditioned upon approval by the New Mexico Oil Conservation Division.

5. One copy of the Unit Operating Agreement (if applicable).

6. A $1,800.00 total filing fee. The filing fee is $100 for each section or partial section
included in the expansion, whether state or privately owned.

If you have any questions or if we may be of further assistance, please contact Units Manager Scott
Dawson at 505.827.5791 or sdawson@slo.state.nm.us

Respectfully,

Sé%wﬁf Cuiatn M%

Stephanie Garcia Richard
Commissioner of Public Lands

SR/sd
cc: NMOCD, Attn: Mr, Leonard Lowe

SLORMD, Attn: Ms. Billie Luther
OGMD and Units Reader Files



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

APPLICATION OF MEWBOURNE OIL
COMPANY FOR EXPANSION OF UNIT AREA,
LEA COUNTY, NEW MEXICO Case No. 21418

SELF-AFFIRMED STATEMENT OF
JORDAN CARRELL

l. [ am over 18 years of age and am competent to provide this Self-Affirmed
Statement. I have personal knowledge of the matters addressed herein.

2 [ 'am a geologist at Mewbourne Oil Company (“Mewbourne”). I am familiar with
the geological matters that pertain to Mewbourne’s application.

3 [ have previously testified before the New Mexico Oil Conservation Division as an
expert in geology, and my qualifications were accepted.

4. A general location map of the proposed expansion of the North Wilson Deep Unit
is attached as Exhibit 2-A. The area lies entirely within the Delaware Basin and is approximately
two miles west of the Central Basin Platform. The proposed unit area will cover depths from the
top of the Bone Spring formation to the base of the Bone Spring formation.

5 A structure map of the top of the Bone Spring formation is attached as Exhibit 2-
B. The current North Wilson Deep Unit is displayed with diagonal blue lines and the proposed
expansion boundary of the unit is shown in red. The map shows that the structure of the Bone
Spring dips to the west-southwest. Across the proposed unit area there is approximately 100’ of
elevation change per mile in the north-south orientation, which is the direction that horizontal wells
will be drilled. The map also shows lines of cross-sections through the proposed unit area and the

location of the initial test wells that will be drilled within the expanded unit.

EXHIBIT z



6. Attached as Exhibit 2-C is a gross thickness isopach map of the Bone Spring
formation. It shows that the Bone Spring across the proposed unit area has an approximate
thickness of 2600-2800°.

7. Attached as Exhibit 2-D is an activity map of the horizontal Bone Spring wells in
the immediate arca. Other than Mewbourne’s Second Bone Spring well in Section 6, Township 21
South, Range 35 East, NMPM, there have been no new wells drilled within the proposed expanded
unit area in over ten years.

8. Attached as Exhibit 2-E is a north to south Bone Spring cross-section along line A-
A’. The well logs on the cross section provide a representative sample of the Bone Spring
formation in the area. There is a resistivity log on the left and a porosity log on the right for each
well. These logs show there are consistent sands within the First, Second, and Third Bone Spring
intervals. Within the Second Bone Spring interval there is an upper sand and a lower sand that can
be seen by the reduced resistivity levels that are approximately 60° thick. Our initial test wells, the
North Wilson Deep Unit Nos. 3H and 4H, will target these intervals as indicated by the solid red
arrows. The dashed arrows represent additional prospective targets in the Avalon Shale and First
Bone Spring interval.

9. Attached as Exhibits 2-F through 2-H are west to east cross-sections in the northern,
central, and southern part of the proposed unit area. These cross-sections show relatively consistent
thickness within the Bone Spring formation across the entire area.

10.  Attached as Exhibit 2-1 is a development plan for the proposed unit area. It shows
the planned initial test well location for the Second Bone Spring and the potential locations of

future extended laterals and surface facilities.



11.  Exhibits 2-J and 2-K are well planning reports for the initial unit wells. The reports
contain plots and lateral schematics of the planned wellbores. The wells’ producing intervals will
be orthodox.

12. Based on the information discussed above, I am able to conclude that:

a) The expansion of the unit area is justified from a geologic standpoint;

b) There is no faulting or other geologic impediment that could adversely affect the
drilling of the proposed wells; and

¢) Each quarter-quarter section in the expanded unit area will contribute more or less
equally to production.

13.  Inmy opinion, the granting of Mewbourne’s application will serve the interests of
conservation and the prevention of waste.

14. Exhibits 2-A through 2-K were cither prepared by me or compiled from company
business records.

I understand that this Self-Affirmed Statement will be used as written testimony in this
case. I affirm that my testimony in paragraphs 1 through 14 above is true and correct and is made
under penalty of perjury under the laws of the State of New Mexico. My testimony is made as of

the date handwritten next to my signature below.

Shodbans gl 02-05-202]

Jordan Carrell Date
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Mewbourne Qil Company

Facilities & Infrastructure Map
Expansion of the North Wilson Deep Unit
(All locations and distances approximate)

e Expanded unit boundary

© Wells to be unitized

e [nitial test wells (batch drilled)
e Subsequent development wells
o Well pad

© Central tank battery

» Gathering line

e Disposal line
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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF MEWBOURNE OIL COMPANY

FOR APPROVAL OF EXPANSION OF A UNIT AREA, & Tl §
LEA COUNTY, NEW MEXICO. Case No. [ 118
APPLICATION

Mewbourne Oil Company applies for an order approving the Unit Agreement for the
proposed expansion of the North Wilson Deep Unit Area, and in support thereof, states:

1. Applicant is a working interest owner in the North Wilson Deep Unit Area, an
exploratory unit originally comprising 2,145.95 acres of state land in Lea County, New Mexico,

described as follows:

Township 20 South. Range 36 East, NMPM

Section 31: All

Section 32: S/2

Township 21 South, Range 35 East, NMPM

Section 5: Lots 1-8, SW/4, and W/2SE/4
Section 6: Lots 1, 2, 7-10, 15, 16, and SE/4
Section 7: NE/4

Commission Order No. R-2621, approving the Unit Area, is attached hereto as Exhibit A.
2 Applicant requests the Division’s approval to expand the Unit Area to cover the

following state lands in Lea County, New Mexico:

Township 20 South, Range 36 East, NMPM

Section 31: Lots 1-4, E/2W/2, and E/2 (All)
Section 32: S/2

Township 21 South, Range 35 East. NMPM

Section 4; Lots 1-16 and S/2 (All)

Section 5: Lots 1-16 and S/2 (All)

Section 6: Lots 1,2, 7-10, 15, 16, and SE/4 (E/2)
Section 7; E/2

Section 8: All

Section 9: All .
EXHIBIT ;



Section 16; All

Section 17: All

Section 18: E/2

Sections 20-22: All

Section 27: All

Section 28: All

Section 29: N/2

Section 33: All

Section 34: All

Township 22 South, Range 35 East. NMPM

Section 3: Lots 1-4, S/2N/2, and S/2 (All)
Section 4: Lots 1-4, S/2N/2, and S/2 (All)
Section 10: W/2

Section 15: W/2

Containing 13,272.13 acres. A plat of the expanded Unit Area is attached hereto as Exhibit B.
3. The primary development objectives in the expanded Unit Area are the Bone

Spring and Wolfcamp formations.

4. The Commissioner of Public Lands has preliminarily approved the expansion of
the Unit Area.

3 Applicant requests that it be named operator of the Unit Area.

6. Approval of this application will prevent waste, protect correlative rights, and

conserve natural resources.

WHEREFORE, applicant requests that, after hearing, the Division enter its order

approving the relief requested herein.
Respectfully submitted,

“A

James Bruce

Post Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043
Jjamesbruc@aol.com

Attorney for Mewbourne Oil Company
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 2960
Order No. R-2621

APPLICATION OF THE BRITISH AMERICAN
OIL PRODUCING COMPANY FOR APPROVAL
OF THE NORTH WILSON DEEP UNIT AGREE-
MENT, LEA COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
December 16, 1963, at Santa Fe, New Mexico, before Elvis A. Utz,
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission, " in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this__17th day of December, 1963, the Commission,
& quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Elvis A. Utz, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the applicant, The British American Oil Producing
Company, seeks approval of the North Wilson Deep Unit Agreement
covering 2,145.95 acres, more or less, of State land in Township 20
South, Range 36 East, and Township 21 South, Range 35 East, NMPM,
Lea County, New Mexico.

(3) That approval of the proposed North Wilson Deep Unit

Agreement will in principle tend to promote the conservation of
0il and gas and the prevention of waste.

IT IS THEREFORE ORDERED:

(1) That the North Wilson Deep Unit Agreement is hereby
approved.

(2) That the plan under which the unit area shall be oper-
ated shall be embraced in the form of a unit agreement for the

EXHIBIT
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CASE No. 2960
Order No. R-2621

development and operation of the North Wilson Deep Unit Area,
and such plan shall be known as the North Wilson Deep Unit
Agreement Plan.

(3) That the North Wilson Deep Unit Agreement Plan is
hereby approved in principle as a proper conservation measure;
provided, however, that notwithstanding any of the provisions
contained in said unit agreement, this approval shall not be
considered as waiving or relinguishing, in any manner, any right,
duty, or obligation which is now, or may hereafter be, vested
in the 0il Conservation Commission of New Mexico by law relative
to the supervision and control of operations for the exploration
and development of any lands committed to the North Wilson Deep
Unit, or relative to the production of oil or gas therefrom.

(4) (a) That the unit area shall be:

NEW MEXICO PRINCIPAL MERIDIAN

LEA COUNTY, NEW MEXICO
TOWNSHIP 20 SOUTH, RANGE 36 EAST
Section 31l: E/2
Section 32: W/2

TOWNSHIP 21 SOUTH, RANGE 35 EAST

Section 5: Lots 1 through 8; N/2,
SW/4, and W/2 SE/4

Section 6: Lots 1, 2, 7, and 8;
E/2

Section 7: NE/4

containing 2,145.95 acres, more or less.

(b) That the unit area may be enlarged or contracted
as provided in said plan; provided, however, that administrative
approval for expansion or contraction of the unit area must also
be obtained from the Secretary-Director of the Commission.

(53) That the unit operator shall file with the Commission
an executed original or executed counterpart of the North Wilson
Deep Unit Agreement within 30 days after the effective date
thereof. 1In the event of subsequent joinder by any party or
expansion or contraction of the unit area, the unit operator
shall file with the Commission within 30 days thereafter counter-
parts of the unit agreement reflecting the subscription of those
interests having joined or ratified.

(6) That this order shall become effective upon the approval
of said unit agreement by the Commissioner of Public Lands for the
State of New Mexico, and shall terminate ipso facto upon the
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CASE No. 2960
Order No. R-2621

termination of said unit agreement. The last unit operator shall
notify the Commission immediately in writing of such termination.

(7) That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem neces-
sary.

DONE at Santa Fe,

New Mexico, on the day and year herein-
above designated.

STATE OF NEW MEXICO
QIL CONSERVATION COMMISSION

%ﬁ}f/ CAM.PBELL& Chairman

DAg il M—-m. o
E. S WALKER, Member

S et J

A, L. PORTER, Jr., Member & Secretary
SEAL

esr/
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PROPOSED ADVERTISEMENT

Case No.

Application of Mewbourne Oil Company for approval of expansion of a unit area, Lea
County, New Mexico: Applicant seeks approval to expand the North Wilson Deep Unit, which
originally covered 2,145.95 acres of state land, to cover all or part of the following state land:
Sections 31 and 32, Township 20 South, Range 36 East, NMPM; Sections 4-9, 16-18, 20-22, 27-
29, 33, and 34, Township 21 South, Range 35 East, NMPM; and Sections 3, 4, 10, and 15,
Township 22 South, Range 35 East, NMPM, comprising 13,272.13 acres. The proposed unit area
is centered approximately 7 miles west-southwest of Oil Center, New Mexico.



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

APPLICATION OF MEWBOURNE OIL COMPANY
FOR APPROVAL OF EXPANSION OF A UNIT AREA, L '
Case No.

LEA COUNTY, NEW MEXICO.

SELF-AFFIRMED STATEMENT OF NOTICE

COUNTY OF SANTAFE )
) ss.
STATE OF NEW MEXICO )

James Bruce deposes and states:

1. [ am over the age of 18, and have personal knowledge of the matters stated herein.
o [ am an attorney for Mewbourne Oil Company.
3. Mewbourne Oil Company has conducted a good faith, diligent effort to find the

names and correct addresses of the interest owners in the unit area

4, Notice of the applications was provided to the interest owners, at their last known
addresses, by certified mail. Copies of the notice letter and certified return receipts are attached
hereto as Attachment A. The published notice is attached hereto as Attachment B.

5. Applicant has complied with the notice provisions of Division Rules.

6. I understand that this Self-Affirmed Statement will be used as written testimony
in this case. I affirm that my testimony in paragraphs 1 through 5 above is true and correct and is

made under penalty of perjury under the laws of the State of New Mexico. My testimony is made
as of the date handwritten next to my signature below.

Date: {( [ 3/ 1w %é{%{i:?BM

EXHIBIT




JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

jamesbruc@aol.com

August 28, 2020

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

To: Persons on Exhibit A
Ladies and gentlemen:

Enclosed is an application seeking approval of expansion of the North Wilson Deep Unit Area,
filed with the New Mexico Oil Conservation Division by Mewbourne Oil Company (Case No.
21418.

This case is scheduled for hearing at 8:15 a.m. on Thursday, September 24, 2020. During the
COVID-19 Public Health Emergency, state buildings are closed to the public and the hearing
will be conducted remotely. To determine the location of the hearing or to participate in an
electronic hearing, go to emnrd.state.nm.us/OCD/hearings or see the instructions posted on the
Division’s website, http://emnrd.state.nm.us/OCD/announcements. html.

You are not required to attend this hearing, but as an owner of an interest who may be affected
by the application, you may appear and present testimony. Failure to appear at that time and
become a party of record will preclude you from contesting this matter at a later date. This is a
voluntary unit, and you cannot be forced to join in the expansion of the unit.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, September 17, 2020. This statement must be filed with the
Division’s Santa Fe office at ocd.hearings@state.nm.us. It should include: The names of the
party and its attorney; a concise statement of the case; the names of the witnesses the party will
call to testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Very truly yogw(
P

Attorney for Mewbourne Oil Company

ATTACHMENT



EXHIBIT A

Chevron U.S.A. Inc.
6301 Deauville Boulevard
Midland, TX 79706

Attention: Permitting Team

Forty Acres Energy LLC
11757 Katy Freeway, Suite 1000
Houston, TX 77079

Devon Energy Production Company, L.P.
333 West Sheridan Avenue
Oklahoma City, OK 73102

Kaiser-Francis Oil Company
6733 South Yale Ave.
Tulsa, OK 74136

Marathon Oil Permian LLC
5555 San Felipe Street
Houston, TX 77056

OXY USA WTP Limited Partnership
OXY Y-1 Company

5 Greenway Plaza, Suite 110
Houston, TX 77046

ZPZ Delaware I LLC

Apache Corporation

Leaco New Mexico Exploration & Production LLC
2000 Post Oak Blvd., Suite 100

Houston, TX 77056

Legacy Reserves Operating LP
303 W. Wall St., Suite 1800
Midland, TX 79701

Ascent Energy, LLC
1125 17th St., Suite 410
Denver, CO 80202

EOG Resources, Inc.
5509 Champions Dir.
Midland, TX 79706



COG Exchange Properties II, LLC
COG Operating LLC

600 W. Illinois Ave.

Midland, TX 79701

Range Resources, Inc.
100 Throckmorton Street, Suite 1200
Forth Worth, TX 76102

Southwestern Energy Production Company
10000 Energy Drive
Spring, TX 77389

Cimarex Energy Company
Magnum Hunter Production, Inc.
600 N. Marienfeld St., Suite 600
Midland, TX 79701

ConocoPhillips Company
925 N. Eldridge Parkway
Houston, Texas 77079

Me-Tex Qil & Gas Inc.
119 E. Bender Blvd.
Hobbs, NM 88240

McCombs Energy, Ltd.
750 E. Mulberry Ave., Suite 403
San Antonio, TX 78212

Samson Resources Company
15 East 5th Street, Suite 1000
Tulsa, OK 74103

Chisholm Energy Operating, LLC
Chisholm Energy Holdings, LLC
801 Cherry St., Suite 1200-Unit 20
Fort Worth, TX 76102

BWB Partners I
500 West Texas, Suite 1425
Midland, TX 79701

Crescent Porter Hale Foundation
1660 Bush Street, Suite 300
San Francisco, CA 90109



Partnership Properties Company
717 17th St.
Denver, CO 80201

H&L Exploration & Production Co, LLC
Veritas MOC Resources LLC

P.O. Box 10850

Fort Worth, TX 76114

TLW Investments, Inc.
1001 Fannin, Suite 2020
Houston, TX 77002

James D. Finley
1308 Lake St.
Fort Worth, TX 76102

King Resources Company
201 South Cherokee

P.O. Box 9698

South Denver Station
Denver, CO 80209

Penroc Oil Corporation
1515 W. Calle Sur., Suite 174
Hobbs, NM 77046

Petro-Quest Exploration
P.O. Box 10016
Midland, TX 79702

Javelina Partners
Zorro Partners

616 Texas St.

Fort Worth, TX 76102

Chesapeake Investments
P.O. Box 18756
Oklahoma City, OK 73154

Steven D. Wentworth
1111 Bagby Sky, Lobby 2
Houston, TX 77002



S.E.S Oil & Gas
214 W. Texas, Suite 900
Midland, TX 79701

Fimley Resources
PO Box 2200
Fort Worth, TX 76113

Manta Oil & Gas
190 E. Stacy Rd. Box 306-373
Allen, TX 75002

Petraities Oil & Gas
P.O. Box 10886
Midland, TX 79702

Campbell Investment Company
P.O. Box 3854
Roswell, NM 88202

John R. Bryant
6624 Whispering Woods Ct.
Plano, TX 75024-7440

Joe R. Wright
393 Calle Colina
Santa Fe, NM 87501

Tim McDonald
P.O. Box 823085
Dallas, TX 75283

Maverick Oil & Gas Corporation
1001 W. Wall St.
Midland, TX 79701

Commissioner of Public Lands
Oil, Gas & Minerals Division
310 Old Santa Fe Trail

Santa Fe, NM 87501



NOTICE

To: Devon Energy Production Company, L.P., Legacy Reserves Operating LP, Ascent Energy,
LLC, EOG Resources, Inc., COG Exchange Properties II, LLC, COG Operating LLC, Range
Resources, Inc., Southwestern Energy Production Company, Cimarex Energy Company,
Magnum Hunter Production, Inc., ConocoPhillips Company, McCombs Energy, Ltd., Samson
Resources Company, Chisholm Energy Operating, LLC, Chisholm Energy Holdings, LLC,
BWB Partners I, Partnership Properties Company, TLW Investments, Inc., King Resources
Company, Petro-Quest Exploration, Javelina Partners, Zorro Partners, Chesapeake Investments.
Steven D. Wentworth. S.E.S Oil & Gas, Finley Resources, Petraities Oil & Gas, John R. Bryant,
Joe R. Wright, Tim McDonald, and Maverick Oil & Gas Corporation, or your heirs, devisees,
successors, or assigns: Mewbourne Oil Company has filed an application with the New Mexico
0Oil Conservation Division seeking approval to expand the North Wilson Deep Unit, which
originally covered 2,145.95 acres of state land, to cover all or part of the following state land:
Sections 31 and 32, Township 20 South, Range 36 East, NMPM; Sections 4-9, 16-18, 20-22, 27-
29, 33, and 34, Township 21 South, Range 35 East, NMPM; and Sections 3, 4, 10, and 15,
Township 22 South, Range 35 East, NMPM, Lea County, New Mexico, comprising 13,272.13
acres. The application is scheduled to be heard at 8:15 a.m. on September 24, 2020. During the
COVID-19 Public Health Emergency, state buildings are closed to the public and the hearing
will be conducted remotely. To determine the location of the hearing or to participate in an
electronic hearing, go to emnrd.state.nm.us/OCD/hearings or see the instructions posted on the
Division’s website, http://emnrd.state.nm.us/OCD/announcements.html. You are not required to
attend this hearing, and cannot be forced into the unit area. but as an owner of an interest in the
unit area, you may appear and present testimony. A party appearing in a Division case is required
by Division Rules to file a Pre-Hearing Statement no later than Thursday, September 17, 2020.
This statement may be filed online with the Division at ocd.hearings@state.nm.us, and should
include: The name of the party and his or her attorney; a concise statement of the case; the
name(s) of the witness(es) the party will call to testify at the hearing; the approximate time the
party will need to present his or her case; and identification of any procedural matters that need
to be resolved prior to the hearing. The Pre-Hearing Statement must also be provided to the
undersigned. The attorney for applicant is James Bruce, P.O. Box 1056, Santa Fe, New Mexico
87504, (505) 982-2043, jamesbruc@aol.com. The proposed unit area is centered approximately
7 miles west-southwest of Oil Center, New Mexico.
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