
COG OPERATING LLC 
AUTHORITY FOR EXPENDITURE 
DRILLING 

WELL NAME: Airstrip Fee Com 1H PROSPECT NAME: 
SHL: 190,FSL&460' FEL, S7 STATE &.COUNTY: NM, Lea 
BHL: 2180,,FSL 6'510'FEL,S6 - - .< •';OBJECTIVE: < • - r ' ' . ••?> ; Oil 
FORMATION: 3rd Bone Spring Sand DEPTH: 17,853 
LEGAL: T19S, R35E TVD: 10.770 

INTANGIBLE COSTS 
Tltle/Curii live/PermIt 

Damages/Right of Way 

Surveys lake Location 

location/Plts/Roarf Expense 

Drilling I Completion Overhead 

Turnkey Contract 

Footage Contract 

Oaywork Contract 

Directional Drilling Services 

Fuel & Power 

Mud & Chemicals 

Dia Siem Test 

Coring & Analysis 

Cement Surface 

Cement Intermediate 

Cement 2nd Intermediate/Production 

Cement Squeeze & Other (fflckoff Plug) 

Float Equipment & Cenlraflzere 
Casing Crews & Equipmenl 

Fishing Tools 6 Service 
Geolog Ic/Engineering 

Conlracl Labor 
Company Supervision 
Contract Supervision 

Testing Casino/Tubing 
Mud Logging Unit 
Logging 

PerloralingrWlreHna S e rvlces 
S lim d Jtion/Tr eallng 

Completion Unit 
Swabbing Unit 

Rentals-Surface 

Renlals-S ubsurfac o 
TrucMng/Foihlift/RIg Mobilization 
Welding Services 
Water Disposal 
Plug to Abandon 
Seismic Analysis 1 

Dosed Loop & Environmental 

Miscellaneous 
Contingency 

TOTAL IrJTAfJGISLES 

TANGIBLE COSTS 
Surface Casing 
intermediate Casing 
Production Casing 
Tubing 

Wellhead Equipment 
Pumping Unit 
Prime Mover 
Rods 
Pumps 
Tanks 
FtavjBnea 
Heater Treaier/Separator 
Electrical System 

Packers/Anchors/Hansers 
Coupllngs/FitllngsJValvBS 
Gas CompreworsJMBters 
Pehydrator 
Injection PlanL/C02 Equipment 
Miscellaneous 

Contingency 

TOTAL TANGIBLES 
TOTAL WELL COSTS 

COG Operating LLC 

We approve: 
% Working Interest 

Company 

BIT 

Printed Name: 

Title: 

m i 
202 

203 

2D4 

205 

2DE 

207 

208 

209 

210 

211 

212 

213 

214 

215 

216 

217 

216 

218 

220 

221 

222 

223 

224 

225 

226 

227 

228 

223 

230 

231 

235 
236 
237 
238 
239 
240 

-241 
244 
242 
243 

401 

402 

414 

415 

419 

420 

BCP 
11,000 

5.000 

15,000 

7,000 

100,000 
6.000 

588,000 

239,000 

154.000 

120,000 

63.000 

100,000 
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303 
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306 

307 

306 ' 
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310 ' 

311 ' 

312 ' 

313 

314 ' 

315 ' 

30,000 

4D.000 

35.000 
20.000 

10.000 

40.000 
0.000 

27,500 

15.000 

114.000 
100.000 
290,000 

5,000 

168,000 

116.500 
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324 
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330 ' 

331 ' 
332 ' 
333 ' 
334 ' 

335 ' 
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338 ' 
339 ' 
340 " 
341 " 
344 " 

342 " 

343 " 
2,428,000 

67.000 
86.000 

20,000 
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510 
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182.000 

2.610,000 

Date Prepared: 

COG Operating LLC 
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50.000 

5.527,500 

337,000 

65.000 
35.000 

115,000 

75.000 
30,000 

10.000 

53,900 
1,094,000 

6.621,500 

15-Jan-2014 

M Ellerbe / K LeFortune 

TOTAL 
11,000 

15.000 
7,000 

125.000 

6,000 

568,000 

239.000 

164.000 
395,000 

72,000 

100.000 

30,000 

40.000 

153.000 

65,000 
50,000 

135.000 

, . : ' 0 
. 90.000 

B.0O0 
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3,600,000 
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166.500 

7.955.500 

67,000 
86,000 

337,000 
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55.000 
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20.000 
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75,000 
30,000 
80,000 

10.000 

6,100 

62,900 

1.276.000 
9,231,500 

This AFE is only an esllmate. By signing you agree to pay your shave 
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[ - ; OPERATING AGREEMENT . ' ' • « 

2 | THIS AGREEMENT. entered into bv and between • • . ^ C O G Operating LLC-

3 hereinafter designated and referred (o as "Operator," and the signatory party or parties other than Operator, sometimes 

4 hereinafter referred to individually as "Non-Operator," and collectively as "Non-Operators.". 

5 WITNESSETH: , - . - . 

6 WHEREAS, Ihe partis to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land 

7 identified in Exhibit "A," and the parties hereto have reached an agreement to explore and develop these Leases and/or Oil 

8 and Gas Interests Tor the production of Oil and Gas to the extent end as hereinafter provided, ''' ' 

9 NOW, THEREFORE, it is agreed as follows: '• ' ' 

10 ARTICLE I . 

11 DEFINITIONS 

12 As used in (his agreement, the following words and terms shall have the meanings here ascribed to them: 

13 A. The term "AFE" shall mean an Authority, for. Expenditure prepared by a party to'this agreement for the purpose of 

estimating the costs (o be incurred in conducting an operation hereunder. An AFE for a Horizontal Well shall: (1) clearly state that Ihe 

well being proposed is a Horizontal Well; (2) include drilling and completion plans specifying proposed: (i) Total Measured Depth, 

(ii) surface hole location^), (ili) bottom hole locaticn(s), (iv) horizontal displacement, (v) utilization plam'ttttd p'ropased scheduling 

of rig(s), (drilling arid Completion), and (vi) stimulation operations staging and sizing; and (3) Include estimated drilling and 

Completion costs. An AFE shall be prepared for any well or opera lion pursuant lo Article VI hereof. ~ ''' ' 
well capable of production 

B. The term "Completion" or "Complete" sliall mean a single operation intended to complete a well os a precuter / of 0:1 

20 and Gas in one or more Zones, including, but not limited to, the setting of production casing, perforating, well stimulation 

21 I and production testing conducted in such operation. For horizontal wcllborcs, the term "Completion" or "Complete" shall include 

22 | multistage horizontal fracturing operations. 

23 C. The term "Contract Area" shall mean nil of the lands, Oil and Gas Leases and/or Oil nn'd'Gas Interests intended to be 

24 developed and operated for Oil and Gas purposes under this agreement. Such 'lands,' Oil and Gas Leases and Oi! and Gas 

25 Interests arc described in Exhibit "A." . . . j . > • ' ' ' ..*•' '•' "'• 
I (which may be n continuation ofqn immediately preceding drilling operation) 

26 | D. The term Deepen" shall mean a single operation / whereby a well is Drilled 16'an objective Zone below the deepest 

27 Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the 

lesser. When used in connection with a Horizontal Well, the term "Deepen'" shall mean an operation whereby a Lateral is drilled lo 

n horizontal distance greater than (I) 'he distance set out In the AFE approved by the Consenting Parties, or (ii) to the horizontal 

distance to which (he Lateral was drilled pursuant lo a previous proposal. 

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

32 cost of any operation conducted under the provisions of this agreement. 

F. The term "Drilling Unit" shall mean the area fixed-for-the drilling of one well by order or rule of any Etato oF-fcdnal 

barfy—havwg-wihoritj'.- v i r a-Drilling-Unii-is-not -fweci-^iy-any-suoh-rTile or order, a Drilling Ui.il shall be the drilling unfr-es 

established by-ihe pattern of drilling in the Contact Area unless fixed by ejipress-agreemest-of-the- Drilliag Parties, of contiguous acreage 

filed by Operator ns a drilling unit consistent with applicable Ian and in accordance with the terms aud provisions of the applicable 

Oil and Gas Lcaic(s), for drilling of any well, which shall be of a size that is not greater than thai permitted by the terms and 

provisions of the Oil and Gas Lease's) included. 

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

40 located. The term "Drillsite" when used in connection with a Horizontal Weil shall mean the surface hole location and (lie Oil and 

41 Gas Leases or Oil and Gas Interests within the Drilling Unit on or under which Ihe wellbore, including the Lateral, is located. 

42 H. The term "Horizontal We!!" shall mean a well containing one or more Laterals which arc drilled, Completed, or 

43 Recomputed In a manner in which the horizontal component of the completion interval (1) extends at least one hundred feet (100') 

44 in (he objective formation's), and (2) exceeds the vertical component of the completion interval in (he objective rorma[ioii(s). 

45 1 IHr The term "Initial Weil" shall mean the well required to be drilled by the parties hereto as provided in Article VIA. 

46 J. The term "Lateral" shall mean that portion of a wellbore that deviates from approximate vertical orientation to 

47 approximate horizontal orientation and all wellbore beyond such deviation to Total Measured Depth-

4S K.lr The term "Non-Consent Weil" shall mean a well in which less than all parties have conducted en operation as 

49 provided in Article V1.B.2. 

50 | L A The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate in a 

51 proposed operation. 

52 I M.KT The term "Oil and Gas" shall mean oil, gas, casinghead gas, gas condensate, and/or all other liquid or gaseous 

53 hydrocarbons and other marketable substances produced therewith, unless an intent to limit the inclusivencss of this term is 

54 specifically stated. 

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

56 of land lying within the Contract Area which are owned by parties to this agreement. 

57 I O.W; The terms "Oi! and Gas Lease," 'Lease" and "Leasehold" shall mean the oil and gas leases or interests therein 

58 covering tracts of land lying within the Contract Area which are owned by the parties to this agreement, 

59 I P.Ni The term "Plug Back" shall mean a single operation whereby a deeper Zone is abandoned in order to attempt 0 

60 Completion in a shallower Zone. For horizontal well bo res, the term "Plug Back" shall also mean an operation whereby the 

61 producing Interval of such well is reduced from its current measured depth. 
or portion ofa Zone 

62 Q.Q-, The term "Recompletion" or "Recomplete" sliall mean an operation whereby a Completion in one Zone / is abandoned 

63 in order to attempt a Completion in 3 different Zone within the existing wellbore, 

64 I R.R- The term "Rework" shall mean an operation conducted in the wellbore of a well after it is Completed to secure, 
65 I restore, or improve production in a Zone which is currently open to production in Ihe wellbore. Such operations include, but 

squeeze jobs, acid jobs, or perforations 
60 I are not limited to, well stimulation operations I but exclude any routine repair or maintenance work or drilling. Sidetracking, 
67 Deepening, Completing, Recomputing, or Plugging Back of a well. 

68 I S.Q; The term "Sidetrack" shall mean the directional control and intentional deviation of a well from vertical so as to 

69 change the bottom hole location unless done to straighten the hole or drill around junk in the hole lo overcome other 

70 mechanical difficulties. When nscd in connection with a Horizontal Well, the term "Sidetrack" shall mean Ihe directional control 

71 and deviation of a well outside the existing Latcral(s) In order to change the Zone or (be direction of a Lateral as originally 

72 proposed unless done to straighten the bole or drill around junk in the hole or lo overcame other mechanical difficulties. 

33 

„ 3 4 

35 

36 

37 

3B 

T, The term "Total Measured Depth," when used In connection with a Horizontal Well, shall mean the din a net from the 

surface of the ground to the terminus of the wellbore, as measured along the wellbore. Each Lateral taken together the common 

- I -
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1 vert ical component shal l be considered collectively a ! one wellbore. When (he proposed operalion(s) is the dr i l l ing of, o r operat ion 

2 on, n Hor izontal W e l l , the te rm " d e p t h " o r " l o t a l depth",wherever used In th is Agreement shall be deemed to rcafl " T o t a l Measured 

3 Depth*' insofar as 11 applies to each wel l . • ' ' ' . 

4 V. The term "Ver t ica l W e l l " shall mean a well d r i l led , Completed, o r R e c o m p i l e d other than a Horizontal Wei! . 

5 V.Rr The term "Zone" shall mean a stratum oF earth containing or thought to contain a common accumulation o f O i l and 

6 Gas separately producible from any Oliver common accumulation of O i l and Gas. 

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

9 natural and artif icial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter. 

10 A R T I C L E I I . 

11 EXHIBITS 

12 The fol lowing exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof: 

13 j X A. Exhibit "A , " together w i th Exhib i t A - l , inc lud ing a ™ i p of the C o n t a c t Area asset foTthon Exhib i t A - l shall include 

14 the fol lowing information: 

15 ( I ) Description o f lands subject to this agreement, 

16 (2) Restrictions, i f any, as to depths, formations,'or substances, 

17 (3) Parties Co agreement wi th addresses nnd telephone nutnbws far notice purposes, 

IS (4) Percentages o r fractional interests orpardes to this agreement, 

19 (5) O i l and GaJ Leases and/or O i l and Gas Interests subject to tin's agreement, 

2D (6) Burdens on production. 

2 2 I . X C. Exhibit "C, " Accounting Procedure. 

23 | X D. Exhibit "D.? Insurance. . 

24 | X E. Exhibit "E , " Gas Balancing Agreement. 

25 | X F. Exhibit "F , " Non-Discrimination and Certification o f Non-Segregated Facilities. 

26 | X G. Exhibit " G " Ta*-Paf"rfi'ership7, Memorandum o f Operat ing Agreement and Financing Statement. 

27 H. Other 

78 -•' 

29 

30 ' 

31 

32 

33 

34 

35 

36 

37 

38 

39 

40 • ' 

41 

42 

43 

44 

45 ( 

46 

47 

43 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 . 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 . . . 

72 

73 

74 

- 2 -



A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989 
[ and . • -

1 | If any provision bf any exhibit, .except 'Exhibits "Ej* / '"E/Veed ,"G,* is'inconsistent with any provision contained in 

2 the body of this agreement, the provisions in the body of this agreement shall prevail.' 

J , J - ARTICLE I I I . • 

4 ' , , , • . > ' INTERESTS OF PARTIES 

5 A. OH and Gas Interests: 

6 If any party owns en Oil and Gas Interest in the Contract Area, that Interest shall be treated for nil purposes of this 

7 agreement and during the term hereof,as i f it were covered by the form of Oil and Gas Lease attached hereto as Exhibit "B." 

8 and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder. 

9 B. Interests of Parties in Costs and Production: 

10 | Unless changed by other provisionsaTl costs and liabilities incurred in operations under this agreement shall be borne 

11 and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, hy the parties as their 
12 | interests are set forth in Exhibit "A." In the same manner, the parlies shall also own all production of Oil and Gas from the 
, overriding royalties, 

13 | Contract Area subject, however, to the payment of royalties, / nnd other butdens on production as described hereafter. 

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

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

16 cause to be paid nr delivered, all burdens on its share of the production from the Contract Area up to, but not in excess of, 

17 | one-fourth fl/41 and shall indemnify, defend and hold the other parties free from any liability therefor, 

IS Except as otherwise expressly provided in this agreement, if any party has contributed hereto any Lease or Interest which is 

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

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

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

22 the Drilling Unit for the productive Zone(s) is identical with the Contract Area, each party shall pay or deliver, or cause to 

23 be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oi! and Gas Leasefs) 

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

25 liability therefor. 

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

27 lessor or royalty owner, end i f such other parly's lessor or royalty owner should demand and receive settlement on a higher 

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

29 Nothing contained in this Article lll.B. shall be deemed an assignment or cross-assignment cf interests covered hereby, 

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

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

32 C. Subsequently Created Interests: 

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

34 ...for the payment .or money, or if, after the date of this agreement, any parry creates an overriding royalty, production 

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

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

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

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

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

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

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

42 alone bear, pay and discharge Ihe Subsequently Created Interest and shall indemnify, defend and hold harmless the olhcr 

43 parties from and against any liability therefor. Further, i f the Burdened Party fails lo pay. when due, its share of expenses 

44 chargeable hereunder, all provisions of Article VII.B. shall be enforceable against Ihe Subsequently Created Interest in the 

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

46 under this agreement lo assign or relinquish to any other parry, or parties, all or a portion of its working interest and/nr the 

47 production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of 

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

49 parlies, from any and al! claims and demands for payment asserted by owneis of the Subsequently Created Interest. 

50 ARTICLE IV. 

51 TITLES 

52 A. Title Examination: 

Tille examination shall be made on the Drillsite/ of any proposed Vertical Well well nnd each Drills! te tract of any 
proposed Horizontal Well prior to commencement of drilling operations on each Drillsile tract and 
• c . . . . , , „ .„. „ . „ . . . . additional non-Drillsite tracts or 
it a majority in interest of the Drilling Parties so request or Operator so elects, title examination shalf be made on / the entire 

53 

54 

55 

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

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

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

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

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

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

62 I by outside altorneys. Copies of all title opinions shal! be furnished to each Drilling Party. Costs incurred by Operator in 
, , , , . , and outside brokers 
6J | procuring abstracts, fees paid outside attorneys / for title examination (including preliminary, supplemental, shut-in royalty 

64 opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be bome by the Drilling 

65 Parties in the proportion that the interest of each Drilling Party bears lo Ihe total interest of all Drilling Parties as such 

66 interests appear in Exhibit "A." Operator shall make no charge for services rendered by its staff attorneys or other personnel 

67 I in the performance of the above functions. Title examination on any Drillsite or Drilling Unit shall be at the discretion of Operator If 

63 | such tille i i common with another Drillsite or Drilling Unit on which title examination has been made. 

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

70 connection with Leases or Oil and Gas Interests contributed by such party; provided, however, that Operator may, at its sole discretion, 

71 attempt lo secure curative matter required in connection with Leases or Oil and Cat Interests contributed by my Non-Operator, 

72 ind each Non-Operator agrees to cooperate with such efforts and timely provide information relating (o such matter to Operator, 

73 and the costs Incurred by Operator for such curative matter shall bo borne by (he Drilling Parties In proportion that the interest of 

74 
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each Drilling Party Bears to the total interest of all Drilling Parties as such interests appear in Exhibit A." Operatorshall be 

responsible for " ., the ' '• preparation 

and recording of pooling designations or declarations and communitization agreements as well as the conduct of hearings 

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

the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf nt such hearings. 

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

agencies, and which costs are necessary and proper for the 1 activities contemplated under this agreement, 'siiall' be direct 

charges tn the joint account and shall not be covered by the administrative overhead charges'as provided in Exhibit "C." 
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1 Operator shall make r.o charge for services rendered by its staff attorneys or other personnel in the performance of the above 

2 functions. V '• ' 

3 No well shall be drilled on the Contract Area until after (1) the title to the Drillsite or Drilling Unit, 'if appropriate, has 

4 been examined as above provided.'and (2J the title has been approved by the examining attorney or title'has been accepted by 

5 | el)ofthe-f^liing^affes irrsuch-weH Operator. -. • '-

6 B. Loss or. Failure ofTitle: ; 

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

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

9 (including, i f applicable, a successor in interest to such party) shal! have ninety (90)'days" from final determination of "title 

10 failure lo acquire a new lease or other instrument curing the entirety of the title failure.'which acquisition will not be subject 

11 to Article VIII.B., and failing lo do so, this .agreement, nevertheless, shall continue in force as to xill remaining Oil and Gas 

12 Leases and Interests; and, , , . , . ; * ' 

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

14 applicable, o successor in interest to such party) shall bear alone the entire loss ond it eratl not be "entitled' to recover from 

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

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

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

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

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

20 Interest is affected by the tide failure will thereafter be reduced in the Contract Area by the'amount of the Lease or Interest failed; 

21 (c) I f the proportionate interest of the other parties hereto in any producing well previously drilled on the Contract 

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

23 lo Ihe Lease or Interest which has failed shall receivc-the proceeds attributable to the" increase iri'such interest (less costs and 

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

25 nllributable to such failed Lease or Interest;, > " ' 

26 (d) Should any person not a party to this agreement, who is determined lo be the owner oF any Lease or Interest 

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

28 to the party or parties who bore the costs which areso refunded; '' ' 

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

30 by reason of title failure shall be borne severally by each party (including a predecessor lo n current party) who received 

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

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

33 (I) No charge shall be made to tht joint account foi legal expenses, fees ot salaries in connection with the defense of 

34 the I.ease or Interest claimed ID have failed, but i f ihe party contributing such Lease or Interest hereto elects to defend its tille 

35 it shall bear all expenses in connection therewith; and 

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

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

38 of the Contract Area shall be considered a Failure of Title as to such remaining Contract Area1 unless that absence of interest 

39 is reflected on Exhibit "A." 

40 2. t-oss bv Nort-Pavment or Erroneous Payment of Amount Due: IF, through mistake or oversight, any rental, shut-in well 

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

42 Lease or interest is not paid or is erroneously paid, and as a result a Lease or Interest terminates, there sliall be no monetary 

43 liability against the party who failed to make such payment. Unless the party who failed to iriake the required payment 

44 secures a new Lease or. Interest covering the same interest within ninety;(90) days from the discovery of the failure to make' 

45 proper payment, which acquisition will not be subject to Article VI11. B.,''the interests br ihe parties reflected on" Exhibit "A" 

46 shal! be revised on an acreage basis, effective cs of the date of termination of the Lease or Interest involved, nnd ihe parly 

47 wlro failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownership 

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

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

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

51 it shall be reimbursed for ,i:nrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole 

52 previously drilled or wells previously abandoned) from so much of the following as is necessary to effect reimbursement: 

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

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

55 Interest, on an acreage basis, up to theamount of unrecovered costs; 1 ' ' ••' • 

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

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

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

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

60 termination is credited lo other parties, the proceeds of said portion oF the Oil and Gas lo be contributed by the other parties 

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

62 (c) Any monies, up lo the amount or unrecovered costs, that may be paid by'any party who is, or becomes, the owner 

63 of the Lease or Interest lost, for Ihe privilege of participating in the Contract Area orbeebming a party to this agreement. 

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

65 I V.B.I , nnd XV.B2. above, shall be joint losses -and shall be borne by all parties in proportion to their interests' shown on 

66 Exhibit "A." This shall include but not be limited to the toss oF any Lease oc Interest through failure to develop ot because 

67 express or implied covenants have not been performed'(other than performance which requires"onIy the payment of money), 

68 and the loss of.any Lease by expiralion at the end oF its primary term i f it is not''renewed or extended. There shall be no 

69 readjustment of interests in the remaining portion of the Contract Area on account orany joint loss. 

70 | 4. Curing Title: In the event of a Failure of Title undef-Articie-IV^Brtr or a loss of title under-Ariicle-rV.BJ. abeve, any 

71 Lease or Interest acquired by any party hereto (othef-lhan Ihe part)' whose interest has failed or was joet) during foe -ninaty 

72 (90) day period—srevi tied by Article • I V J B . L and Article 1V.B.2. above covering all or a portion 'of the interest that has failed 
, subject lo • - '. • ••- — • 

73 or was lost shall be fcn offurod at cc 6Mo-the • party-whose interest has failed'or was-lostr-and / ' the provisions of Article VII!,B, 
74 | shaJl-HfJt-apply-to^uoh-aequisitien. 1 1 ' 
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1 , • * - ARTICLE V. • ~> 

2 OPERATOR 

3 A. Designation and Responsibilities of Operator: ; . ' ' •'- t- *-

4 I ' COG Operating LLC - - -r. shall be the Operator of the Contract Area,'and shall concuct 

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

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

7 not ^subject, to the control or! direction of-the.Non-Operators except as to the type of operation'to be undertaken in accordance 

8 with the election procedures contained,in this agreement. Operator shall not be deemed, or hold itself out as* the agent of the 

9 Non^Operators with authority to bind them to any obligation: or liability assumed or incurred by Operator'as lo any third 

10 party. Operator shall conduct its activities under this agreement as a reasonable prudent1 operator, ia a good rin*d workmanlike 

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

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

13 except such as may result from gros3 negligence or willful misconduct. ' ' ' • ; • 

14 B. Resignation or Removal of Operator and Selection ofSuccessor: ' 

15 l . ( Resignation or Removal of Operator: Operator may.rcsign at any lime by giving written notice thereof lb Non-Operators. 

16 If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of 

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

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

19 based on ownership as shown on Exhibit TA" .remaining after excluding the voting interest or Operator; such vote shall not be 

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

21 Operator has failed to "cure the default within thirty (30) days . from its receipt of Ihe notice' or. i f the default concerns an 

22 operation then being conducted, within forty;cight (48) hours of its receipt of the mice. For purposes hereof, ""good cause" shall 

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

24 operation contained in Article V.A. or material failure oi inability lo perform its obligations under this agreement, • 

25 Subject to Article VIl .D.l . , such resignation or removal shall not become effective until 7:00 o'clock'A.M. on the first 

26 day Df ihe calendar monthjoliowing the expiration of ninety (90) days after the giving of notice'of'resignation by Operator 

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

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

29 | Non-Opciaior. A change of a corporate name or structure of Operator or transfer of Operator's interest to any sing'le f 

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

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

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

33 interest in the Contract Area ru the time, such successor Operator is selected. .The successor Operator shall be selected by the 

_34_ affirmative vole of_lwo (2) ,or more parties owning, a majority interest based on ownership as shown on Exhibit "A"; 

35 provided, however, if an Operator which has been removed or is deemed to have resigned fails to vote*or" voles only to 

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

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

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

39 tile operations conducted by the former Operator lo the extent such records and data are not already in the possession of the 

40 successor operator. __Any cost of obtaining or copying (lie fnrrncr Operator's records and data sliall be charged to the joint 

41 account. . ( ; 

42 3. Effect of Bankruptcy; If Operator becomes insolvent, bankrupt or is placed in'receivership, it shall be deemed to have 

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

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

45 Non-Operators and Operator shall comprise an interim operating committee ,10 serve until Operator 'has elected to reject or 

46 assume this Agreement pursuant to the Bankruptcy Code, and an election to reject this agreement'by. Operator as a debtor' in 

47 possession, of by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operatois, 

48 except the selection of e successor. During the period of lime the operating committee controls' operations, all actions shall 

49 require Ihe approval of two (2) or more.parties owning a majority interest based on ownership as shown on Exhibit *A." In 

50 the event there are only (wo.(2) parties ID this agreement, during the period of time the operating committee controls 

51 operations, a third party acceptable to Operator, Non-Operator and the Federal bankruptcy court 'shall be' selected as a 

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

53 committee without regard for their interest in the Contract Area based on Exhibit "A." 

54 C. Employees and Conlractors: . . . , .r." 

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

56 hours of labor and [lie compensation for services performed shall .be determined by Operator, and all such employees or 

57 contractors shall be the employees or, contractors of Operator. , '• :*' 

58 D. KghtVand Duties of Opei-ator; . . . 

59 , I . Competitive Rates "and Use of Affiliates: All wells drilled on the Contract Area shall be drilled on a competitive 

60 contract basis at the usual tales prevailing in Ihe nrca. If it so desires, Operator may employ its own tools and equipment in 

61 I the drilling of wells, but its charges therefor shall not exceed the prevailing rates in Ihe area and-the rale of—sash-̂ hargas 

62 | ehelr-be-agrBe^-upon by the, paFticij.in .writing .rjeforerdriihng- opera^ons-Eia-opBwienced.'.and such work shall be performed by 

63 Operator under ihe same terms and conditions as are customary • and usual in the area in contracts of independent contractors 

64 who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parlies of Operator 

65 | shall be performed or supplied at competitive,.rates, pursuant-to writhe agreement; and in accordance with customs and 

66 standards prevailing in the industry, '* 

67 .2. Discharge of Joint Account Obligations: Except as herein otherwise specifically provided. Operator sliall promptly pay 

68 and discharge expenses incuired in the development and operation of the Contract Area pursuant to this agreement and shall 

69 charge each bf the parties hereto with their respective proportionate shares upon, the: expense basis provided in' Exhibit •"•C," 

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

71 made and received.. i , . . . 

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

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

74 respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from 
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1 liens and encumbrances resulting (herefrom except for those resulting from a bona fide dispute as to services rendered or 

2 materials supplied. ^ •' • • . ( . % ., • ' 

3 | 4. Custody of Funds: .̂ Operator shall bold for, the account of the Non-Operators any funds of the Non-Operators advanced 

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

5 Contract Area, mid such, funds shall remain the funds of the Non-Operators-on whose account Uiey are advanced or paid until 

6 used for their intended purpose^ or otherwise delivered to. the Non-Operators• or applied toward the'payment of debts as 

7 provided in Article VII.B. Nothing in^this paragraph shall be. construed to establish a fiduciary relatidnship between Operator 

8 and NorvOpcrators for any purpose othn; than lo account for Non-Operator funds aS herein" specifically provided. Nothing in 

9 this paragraph shall require the maintenance by Operator of separate accounts for the funds of- Norf-Operators unless the 

10 parties otherwise specifically agree. ' • 

11 5. Access to Contract Area and Records: Operator shall, except as otherwise provided herein, permit each NonHJperator 

12 or its duly authorized representative, at the Nan-Operator's sole risk '̂and cost,-full and free access at all reasonable limes to 

13 all operations of every kind end ciiaracter being conducted for the joint account on the Contract 'Area and to the records of 

14 operations conducted thcrcoa or production th ere fro m, Jnctu ding Operator's books and records" relating [hereto. Such access 

15 rights shall not'be exercised in a manner interfering widi Operator's conduct of an operation hereunder and'shall hot "''obligate 

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

17 interpretive data was charged^ lo the joint account. ...Operator will furnish to each Non-Operator"'upon request copies of any 

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

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

20 purchase contracts and pricing jnformation to the extent riot applicable lo the production of the Non-OperatDr seeking the 

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

22 shall be conducted in accordance with the audit protocol specified in Exhibit "C." . 

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

24 each requesting Non-Operator not in default of its payment obligations, all operational notices, reports or applications 

25 required to be filed by local. State, Federal or Indian agencies or authorities having1 jurisdiction over operations hereunder. 

26 Each Non-Operator shall provide to Operator on a timely basis all information necessary lo'-Opcrator'lo"rnake such filings. 

27 7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not 

28 limited to the Initial Well: . , j 

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

3D drilling operations arc commenced, _ ' 1 

31 (b) Operator will send lo Non-Operators such reports, test results and notices regarding the progress of operations on the well 

32 as the Non-Operators shall reasonably request, including, hut not limited to, daily drilling reports, completionYcports; and well Irjgs. 

33 (c) Operator sliall adequately lest all Zones encountered which may reasonably be'expected lo be capable of producing 

34 Oil and Gas in paying quantities as a result of examination of the eleclric.log or any other logs or cores or tesls'conducted 

35 hereunder. . . . • - . * " -

36 £. Cost Estimates: Upon request of any Consenting Party, Operator shall furnish estimates of current and cumulative costs 

37 incurred for the jnirll account at reasonable intervals during the conduct of any operation pursuant to this agreement. 

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

39 9. Insurance: At all times while operations are conducted hereunder, Operator shall comply with the workers 

40 compensation law of the slate where the operations are being conducted;' provided,' however, that Operator may be a self-

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

42 be as provided in Exhibit "C" , Operator shallfilso carry or provide insurance for the benefit of Hie-joint account of the parties 

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

44 or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducted 

4 5 and to maintain such other insurance as Operator may require. < 

46 In the evenl automobile liability insurance is specified in said Exhibit "D," or subsequently receives die approval of the 

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

48 equipment. , * 

49 ' ARTICLE V I . 

50 .DRILLING AND DEVELOPMENT 

51 A. Initial Well: 

52 | On or before Ihe IQlli dayof July 2014 . Operator sliall commence the drilling nf ihe Initial 

Operator shall cnmmericc the drilling ofa horizontal Bone Spring test well, with the surface hole location being 
In Unit Po l Section 7,T19S-R35E, . . . " 

t 

and sliall diereafter continue the drilling of the well with due diligence to 

53 I Well al the fallowiag-loeatlen as follows: 

54 ' 

56 

57 

5S 

59 

60 

61 

62 

63 | a bottom hole location being In Unit I of Section 6, TI9S-R35E. 

64 . . . . 
65 

66 

67 

63 

69 

70 

71 

11 

The drilling of the Initial Well and (he participation therein by all parties is obligatory, subject io Article VI.C.I. as to participation 

in Completion operations arid Article VI.F. BS to termination of operations and Article XI as to occurrence of force majeure. 

B, Initial Well nnd Subsequent Operations: 

1. • Proposed Operations: If any party hereto should desire to drill any wclion the Contract Area oilier than Ihe Initial Weil, oi 

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

producing in paying quantities in which such party has riot otherwise relinquished its interest in the proposed objective Zone under 

^ this agreement, the party desiring to drilI,* Rework, 'Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written 

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

- 5 -



A.A.P.L. FORM 6)0 -MODEL FORM OPERATING AGREEMENT - 1989 

1 I under this agreement nnd lo all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work tn be 
- ' • . as outlined in the AFE - . 

2 [ performed, the location, proposed depth, oojective Zone and the estimated cost of the operation / . The parties to whom "such a 

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

4 whether they .elect to participate•• in the cost or the proposed operation.' If a drilling rig is''on location, "notice of a proposal to 

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

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

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

8 Any proposal by a party ta conduct an operation conflicting with the operation initially proposed "shal! be delivered to, all parties 

9 within Ihe (imeand in the manner provided in Article VLB. 6..' ' ' ' 1 

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

11 contractually committed to participate-therein provided isuch operations ore commenced within" the 'time period hereafter set 

12 Forth, and Operator shall, no later, than ninety (90) days after expiration of the notice period of thirty (3D) days (of as 

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

14 may be), actually commence the proposed operation and thereafter complete it with due' diligence 'at the* risk and expense of 

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

16 by Operator to ihe other parlies, for a period of up.to thirty (30) additional days if, in Ihe sole opinion of Operator, stich 

17 additional time js reasonably necessary to obtain permits from governmental authorities, surface rights (including righls-or-

18 way) or appropriate-drilling equipment, or tn complete title examination or curative matter required for title approval or 

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

20 specifically permitted herein or in the. force majeure provisions of Article XI) and i f any'party'hereto Still desires lo conduct 

21 said operation, written notice proposing same must be resubmitted lo the other parties in'accordance herewith as i f no prior 

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

21 Sidetrack is made hereunder shall, , i f such parties desire to participate in the proposed' Deepening or Sidetracking operation, 

24 reimburse the Drilling Parties in accordance with -Article VI.E.4,-'in the'event of a Deepening operation i a nil in accordance 

25 with Article V I .B. 5. infhe event of a Sidetracking operation. 

26 2. Operations bv Less Than All Parties: 

27 (a) Determination oF Participation. If any party to whom such notice is delivered as provided in Article VI.B.l . or 

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

29 Article, (he party or parties giving the notice and such other parties as shall elect to participate in Ihe opetatioo shall, no 

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

31 expiration of the fnrry-erght (48) hour period when a drilling rig is on location, as the case may be) actually commence the 

32 proposed operation and, complete it >wilh due diligence. Operator sliall perform all work for the account of the Consenting 

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

34 the ^Cqnseniing .Parties shall either, (i) request Operator to perform the' work required by stich'proposed operation for the 

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

36 rights and duties granted to and imposed upon the .Operator under this agreement aie granted to and imposed upon the party 

37 designated as Operator for an operation in which the original Operator is a Non-Consenting Party. Consenting Parlies, when 

38 conducting operations on the Contract Area pursuant to this Article V1.B.2.,' shall comply with all terms and conditions of this 

39 agreement. Nothing contained herein shall prohibit Operator or Ihe participating parties from actually commencing the proposed 

40 operation before the expiration of the nolice perinil nor shall Ihe timing ofsuch commencement alfcct in any way the validity of a 

41 party's election or deemed election. | 

42 If less than all parties approve any proposed operation, ihe proposing party, immediately after' the expiration of the 

43 applicable notice period, shall ;advise all Patties of (he total interest of the parties' approving such operation and its 

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

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

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

47 proportionate part (determined by dividing such party's interest-in the Contract Area by the interests of ull Consenting Parties in 

4S the Contract Area) of Non-Consenting Parties' interests, or (iii) carry its proportionate part (determined as provided in (ii)) of 

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

50 interests tlial any Consenting Party did not elect to take. Any interesl of Non-Consenting Parties that is not carried by a 

51 Consenting Party shall be deemed to be carried by the party proposing the operation if such party does not withdraw iis 

52 proposal. Failure to advise the proposing party within the time required shall be deemed" an election tinder (i). In the "eyenl a 

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

54 | total of rorty-cighi (4B) hours (axslucivu- inclusive of Saturday, Sunday and legal holidays). The proposing party, at its election, may 

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

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

57 If 100% subscription to (he proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties 

58 of their proportionate interests in the operation and the party serving as Operator shall commence such operation within Ihe 

59 period provided in Article VI.B.L, subject to the same extension right as provided therein. 

60 (b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be 

61 bome by the Consenting Parties in the proportions they have elected lo bear same under the terms of the preceding 

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

63 encumbrances of every kind created by or arising from (he operations of the Consenting Parties,' If such an operation results 

64 in a dry hole, then subject to Articles V1.B.6. and V1.E.3., the Consenting parties shall plug and abandon the well and restore 

65 ihe surface location at Iheir sole cost, risk and expense; provided, however, that those Non-Consenting Parties that 

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

67 sliares of the cost of plugging and abandoning the well and restoring the surface location insofar,only as those costs were nol 

68 increased "by the subsequent operations of Ihe Consenting Parries, _ I f any well drilled. Reworked. Sidetracked, -Deepened, 

69 Recomplcted or Plugged Back under the provisions of this Article results in a well capable .of producing Oil and/or,Gas in 

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

71 well shall then be turned over to Operator (if the Operator did not conduct the^ operation), and shall be operated by.it nt the 

72 expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworking, 

73 Sidetracking, Recorapletirig. Deepening or Plugging Back of any such well .by Consenting Parties in accordance with the 

74 provisions" of ihis 'Article, each Non-Consenting Parry shall be deemed to have relinquished to Consenting Parties, and the 
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Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-

Consenting Party's interest, tn the well and share of production tlicrefrom or, in the case of a Reworking. Sidetracking,, 
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1 Deepening, Recomputing or Plugging Back, or a Completion pursuant to Article' Yl .C. l . Option No. 2, all of such Mon-

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

3 to participate. Such relinquishment shall be effective until (he proceeds of the sale of such share, calculated at the well, or 

4 market value thereof i f such sh3re is not sold (after deducting applicable ad valorem, production, severance, and excise taxes, 

5 royalty, overriding royalty and Other interests not excepted by Article IRC. payable out of or measured by the production 

6 from such well accruing with respect to such interest until it reverts), sliall equal the total of the following; 

1 I fi) 100 % of each such Non-Consenting Parry's share nf the cost of any newly acquired surface equipment 

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

9 piping), plus 100% of e3Ch such Non-Consenting Party's share of the cost of operation of the well commencing with first 

10 production and continuing until each sucb Non-Consenting Parry's relinquished interest shall revert lo it under other 

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

12 interest which would have been chargeable to such Non-Consenting Party liad it participated in the well from th: beginning 

13 of the operations; end 

14 | ( i i l 3P0 % of (a) that portion of lac costs nnd expenses of drilling. Reworking, Sidetracking, Deepening, 

15 Plugging Back, testing, Completing, and Recomputing, after deducting any cash contributions received under Article VTH.C, 

16 and of (b) that portion of Ihe cost of newly acquired equipment in the well (to and including the wellhead connections), 

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

18 Notwithstanding anything lo'the contrary in this Article VI.B.. i f the well does not reach the deepest objective Hone 

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

20 substance or other condition, in the hole rendering, further operations impracticable, Operator shall give notice thereof to each 
„, „ _ ,of subsequent proposals lo Complete the well 
21 Non-Consenting Party /vAwsukmUMa—er voted far an^Kr^tiV^r^repoail^-wider—Article—V4;B^—ia-drill—the—well-to—a 

22 Ehallewe(-2one--lhan-thB-ti«^e5t objective Zong prapesed-ift-L'ia nDtico -UHdar-whioli-4he well wag drilled, and each such Non-

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

24 cost of drilling Hie well to its actual depth, calculated in the manner provided in Article V1.B.4. (a). If any such Non-

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

26 of this Article VLB.2, (b) shall apply to such party's interest. 

27 (c) RewprkinE. RecomplelinE or Pluseino Back. An election not to participate in the drilling, Sidetracking or 

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

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

30 recovery by ihe Consenting Parlies of the Non-Consenting Parry's recoupment amount. Similarly, an election not Io 

31 participate in the Completing or Recomputing of a well shall be deemed an election nol to participate in any Reworking 

32 operation proposed in such a well, or portion thereof, to which tlic initial non-consent election applied thai is conducted at 

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

34 Reworking, Recompieting or Plugging Back operation conducted during the recoupment period shall be deemed part of the 

35 | cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties 305 %of 

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

37 such Non-Consenting Party liad it participated therein. If such o Reworking, Recompieting or Plugging Back operation is 

38 proposed during such recoupment period, the provisions of tins Article VLB. shall be applicable as between said Consenting 

39 Parties in said well. 

40 (d) Rccounmen 1 Matters. During the period of time Consenting Parties arc entitled to receive Non-Consenting Party's 

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

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

43 Non-Cons en ling Party's share of production not excepted by Article III.C. 

44 In Ihe case of any Reworking, Sidetracking, Plugging Back, Recompieting or Deepening operation, the Consenting 

45 Parties shall be permitted lo use, free of cost, all casing, tubing and olhcr equipment in the well, but the ownership of all 

46 sucli equipment shall remain unchanged; and upon abandonment of a well after such Reworking, Sidetracking, Plugging Back, 

47 Recompieting or Deepening, the Consenting Parties shall account for all such equipment lo llic owners thereof, with each 

4S party receiving its proportionate part in kind or in value, less cost of salvage. 

49 Within ninety (90) days after the completion of any operation under this Article, Ihe party conducting the operations 

50 for the Consenting Parlies shall furnish each Non-Consenting Parry with an inventory of the equipment in and connected to 

51 tht well, nnd an hemiied statement of the cost of drilling, Sidetracking, Deepening. Plugging Back, testing, Completing. 

52 Recompieting, and equipping the well for production; or, at ils option, the operating party, in lieu or an itemized statement 

53 of sueh costs of operation, may submit a detailed statement of monthly billings. Each month thereafter, during the time (he 

54 Consenting Parlies arc being reimbursed as provided above, the party conducting the operations for the Consenting Parlies 

55 shall furnish Ihe Non-Consenting Parties with an itemized statement of all costs and liabilities incurred in the operation of 

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

57 the sale or die well's working interest production during the preceding month. In determining the quantity of Oil and Gas 

58 produced during any month. Consenting Parties shall use industry accepted methods such as but not limited lo metering or 

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

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

61 against the lota! unrctumed costs of the work done and of. the equipment putcliased in determining when the interest of such 

62 Non-Conscnling Party shall revert to it as above provided; and if there is a credit balance, i l shall be paid to such Non-

63 Consenting Party. 

64 If and when tht Consenting Parties recover Tram a Non-Consenting Part/s relinquished interest the amounts provided 

65 I for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it as-of 7:C0 n.m on the day 
, , I , . , , pn (he first day of the calendar month folio wing Ihe month in 
66 | fetiowDis the- day onJ which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party sliall 

67 own the same interest in such well, the material and equipment in or pertaining thereto, and the production therefrom as 

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

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

70 sliall pay its proportionate part of the further costs of the operation of said well in accordance with the terms of this 

71 agreement and Exhibit "C" attached hereto. 

72 3. Stand-Bv Costs: When a well which has been drilled or Deepened has reached its authorized depth and all lasts have 

73 been completed and the results thereof famished to the parties, or when operations on the well have been otherwise 

74 terminated pursuant to Article VI,F., stand-by costs incurred pending response to a party's notice proposing a Reworking, 
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1 Sidetracking, Deepening, Recompieting, Plugging Back or Completing operation in such n well [including the 'period required 

2 under Article VI.B.6. to resolve'competing proposals) shall be charged 'and bome as part or the1 drilling or Deepening 

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

4 whichever fiist occurs, and prior to agreement us lo the participating interests of.all Consenting Parties'pursuant to the terms 

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

6 but i f the proposal is subsequently withdrawn because of insufficient participation, such stand-by ••costs shall be allocated 

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

8 interest as shown on Exhibit "A" of all Consenting Parties? 
I or Deepening 

9 I In the event that notice for a Sidetracking / operation is given while the drilling rig to be utilized is on location, any party 

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

11 Article VI,B.I. within which to respond by paying for all stand-by costs and other costs incurred during such extended 

12 | response period; Operator may require such party lo pay the estimated stand-by t w » costs in advance as a condition lo extending 

13 the response period. If more than one party elects to lake such additional time to respond to the notice, standby costs shall be 

14 allocated between the parties taking additional lime lo respond on a day-to-day basis in the proportion each electing party's 

15 interest as shown on Exhibit "A" bears to the total interest as shown on Exhibit "A" of all the electing parties. 

16 4. Deepening: I f less than all parties elect to participate in a drilling, Sidetracking, or Deepening operation proposed 

17 pursuant lo Article VI.B.l . , the interest relinquished by Ihe Non-Consenting Parties to ihe Consenting Parties under Article 

IS VLB.2. shall relate only and be limited lo the lesser of (i) Ihe total depth (or, In the case of a horizontal wellbore, length) actually drilled 

19 or (ii) the total depth, (or. In the case of a horiznntal wellbore, length) through the objective depth or Zone 

20 of which the parties were given nolice under Article VI.B.l. ("initial Objective"), Such well shall not be Deepened beyond Ihe 

21 Initial Objective without first complying with this Article to afford Ihe Non-Conscnling Parties Ihe opportunity lo participate 

22 in the Deepening operation. 

23 | In the event any Consenting Party desires to drill or Deepen a Non-Consent Well lo a depih-belsw beyond the Initial Objective, 

24 such party shall give notice thereof, complying with the requirements of Article VI.B.l . , to all parties (including Non-

25 Consenting Parties). Thereupon, Articles VI.B.l. and 2. shall apply and all parties receiving such notice shall have ihe right to 

26 participate or not participate in the Deepening of such well pursuant to said Articles VI.B. l . and 2. If a Deepening operation 

27 . is approved pursuant to such provisions, and i f any Non-Consenting Party elects lo participate in the Deepening operation, 

28 such Non-Consenting party shal! pay or make reimbursement (as the case may be) of the following costs and expenses. 

29 (a) If the proposal to Deepen is made prior to the Completion of such well ns a well capable of producing in paying 

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

31 and expenses incurred in connection with the drilling of said well from the surface to ihe Initial Objective whieh Non-

32 Consenting Party would have paid had such Non-Consenting Party agreed to participate therein, plus the Non-Consenting 

33 Parry's share of Ihe cost of Deepening and of participating in any further operations on the well in accordance with the otiier 

34 provisions of this Agreement; provided, however, all costs for testing and Completion or nnempted Completion of the well 

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

36^ sole account of Consenting Parties. 

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

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

39 reimburse Consenting Parties for, as the case may be) its proportionate share of oil costs of drilling. Completing, and 

4D equipping said well from the surface to the Initial Objective, calculated in ihe manner provided in paragraph (a) above, less 

41 those costs recouped hy Ihe Consenting Parties from Ihe sale of production from the well. The Non-Consenting Party sliall 

42 also pay its proportionate share ofall costs of re-entering said well; provided, however, that all costs for testing and Completion or 

43 attempted Completion of (he well incurred by llic Consenting Parlies prior to the point ofactual operations lo Deepen beyond the 

44 Initial Objective shall be for the sole Account of such Consenting Parlies. The Non-Consenting Parties' proportionate part (based 

45 on ihe percentage of such well Non-Consenting Party would liave owned had it previously participated in such Non-Consent 

46 Well) of (he costs of salvable materials and equipment remaining in the hole and salvable surface equipment used in 

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

48 cost of drilling. Completing, nnd equipping the well at (he lime such Deepening operation is conducted, then a Non-

49 Consenting Party may participate in the Deepening of the well with no payment for costs incurred prior lo re-entering ihe 

50 well for Deepening 

51 The foregoing shall not imply a right of any Consenting Party to propose any Deepening for a Non-Consenl Well prior 

52 to flie drilling of such well lo iis Initial Objective without Ihe consent of the other Consenting Parties ns provided in Article 

53 VI. F. 

54 5. Sidetracking: Any party having ihe right ID participate in a proposed Sidetracking operation Ihal does not own an 

55 interest in the affected wellbore at the lime of the notice shall, upon electing to participate, tender to the wellbore owners its 

56 pioportionate share (equal to its interest in the Sidetracking operation) of the value of thai portion of the existing wellbore 

57 I lo be utilized as follows (to Ihe extent not already paid or reimbursed, as the case may be, by the Non-Consenting Party for previous 

58 | operations In the respective wellbore): 

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

60 incurred in the initial drilling of the well down to thedeput ol which ihe Sidetracking operation is initialed. 

61 (b) If the proposal is for Sidetracking a well which lias previously produced, reimbursement shall be on the basis of 

62 such part/s proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth 

63 at which the Sidetracking operation is conducted, calculated in the manner described in Article Vl.B.4(b) above. Such party's 

64 proportionate share of the cost of ihe well's salvable materials ond equipment down to the depth al which the Sidetracking 

65 operation is initiated shall be determined in accordance with the provisions of Exhibit "C." 

66 This Article V1.R5, "Sidetracking,'1 shall not apply to operations in an existing Lateral ofo Horizontal Well. Drilling 

67 operations which arc intended to recover penetration of objective forma tion(:) which are conducted in a Horizontal Well shall be 

68 considered as included in the original proposed drilling operations. 

69 6. Order of Preference of Operations. Except as otherwise specifically provided in this agreement, i f any parry desires to 

70 propose the cooducl of an operation that conflicts with a proposal lhat has been made by a party under this Article VI, such 

7! party shall have fifteen (15) days from delivery of Ihe initial proposal, in the case of a proposal to drill a well or lo perform 

72 an operation on a welt where no drilling rig is on location, or twenty-four (24) hours, exclusive of Saturday, Sunday and legal 

73 holidays, from delivery of the initial proposal, i f n drilling rig is on location for Ihe well on which such operation is to be 

74 conducted, 1Q deliver to all parties entitled to participate in Ihe proposed operation such party's alternative proposal, such 
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alternate pmposal to corJain the same information required to be included in the initial proposal. Each -party • rec-aivif.a 'such 

prr-r^s^-srall^teg{-4^1efaM^^ Operator within five- (5) days tt£e^-e*pHa!ien-ef—th 

eubjert of-tho prgpo6a4Sr-tt>"P3rtioi-;aSe--ia-one -of-lrn competing propagate Asy-par^-not ̂ electing within .thc-time--rec.aia4 

shaB-fce degreed not to lav* voted: The proposal that prevails shall be determined pursuant to Article XVI.A or Article XVI. B,, 

^Trtg^eot -of tho p a r t ^ e s - v o ^ t i ^ — s h a l l -have . -p r io r i fey- e V p t - a l l -other corgpdtirif--pj<ipanolc< i s -£* te 
oase — a cie—; w t - e i ttve-
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initial-pigpesa!- shal I -prevail; Operator shall deliver r.otiee of such result to all parties entitled to participate in the operation 
' ~ - • - ' • '• -'-^alternate proposal •-• pi n * - • '••<•'• :?h'-" '' — ~' - -1 " 

2 within five*(5) days after expi ration" of the eleetien/ - period (or within twenty-four (24) hours, esefesive^ in elusive of Saturday, Sunday 

3 and'legal holidays.'if a drillm'g'rig is on location). Each'party 'shall then lia've two (2) days (or, twenty:four (24)4hours if. a rig 

4 is oh location)'from .receipt of'such notice' to elect by1 delivery of notice to Operator to participate in such operation or to 

5 relinquish "interest in the' affected well pursuant to "the provisions of Article VI.B.2.; failure by a party to deliverjOOtice^ithin 

6 such period sliall be deemed an election not to participate in the prevailing proposal. , . j , , , . , , ^ 

7 '• 1 7. Conformity to Snacin'g'PaKem."Notwithstanding the provisions of this Article VLB.2., it is agreed.that no wells shall be 

8 proposed'to be "drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract 

9 I Area is producing, unless such well conforms to the then-existing well spacing pattern for such Zone, or such well has been approved as 

10 | an exception lo the then existing sparing pattern for such Zone by the appropriate regulatory agency. 

I 1 8. Paying V/ells. No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or 

12 Sidetracking operation under this agreement with respect to any well then capable of producing in paying quantities except 

13 with the consent ofallfiarties the party or parties owning at least 50% of the interests of the parties that have not relinquished interests 

14 in the well at the time of such operation. 

15 9, Multi-Well Pads. If multiple Horizontal Wells ore drilled or proposed lo be drilled from a single pad or location, the 

16 costs of such pad orlacation'shall be allocated, and/or reallocated as necessary, to the Consenting Parties of each of the wells 

17 thereon. 

18 C. Completion ofWells; Reworking and Plugging Back: 

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

20 drilled, Deepened or Sidetracked pursuant to Ihe provisions or Article VI.B.2, of this agreement. Consent to the drilling, 

21 Deepening or Sidetracking shall include: 

22 | 0 Option No. I - Horizontal Wells (with or without a pilot bole component): AH necessary expenditures for the drilling, 

23 I Deepening or Sidetracking, testing, Completing and 

24 equipping of the well, including necessary tankage and/or surface facilities. 

25 I 0 Option No. 2 - Vertical Wells: All necessary expenditures for the drilling. Deepening or Sidetracking and testing oFthe-weH 

26 | a Vertical Well. When 

27 such well has reached its authorized depth, and all logs, cores nnd other tests have been completed, and the results 

28 [hereof furnished to the parties, Operator shall give immediate notice to the Non-Operators having the right to 

29 I participate in a Completion attempt whether or not Operator recommends attempting to Complete the well, 
, J . ofthe operation 
30 | together with Operators AFE for Completion Ihe costs / if not previously provided. The parties receiving such notice 

31 shall have forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays) in which lo elect by delivery of 

32 notice to Operator to participate in a recommended Completion attempt or to make n Completion proposal with an 

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

•= ;34^ - . ^ , _with_.Operator's .proposal, to the other parties entitled lo participate in such Completion in accordance with the 

35 procedures specified in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all 

36 necessary expenditures for (lie Completing and equipping of such well, including necessary tankage and/or surface 

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

38 receiving such notice to reply within the period above fixed shall constitute an election by that party not to 

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

40 conflicting Completion proposals. I f one or more, but less than all of the parties, elect to ntlempl a Completion, the 

41 provision of Article VI.B.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompieting or Plugging 

42 Back" as contained in Article VI.B.2, shall be deemed to include "Completing") shall apply to the operations 

43 thereafter conducted by less than all parties; provided, however, that Article VJ.B.2. shall apply separately to each 

44 separate Completion or Recompletion attempt undertaken hereunder, and an election to become a Non-Consenting 

45 Party as to one Completion or Recompletion attempt shall not prevent a party from becoming a Consenting Party 

46 in subsequent Completion or Recompletion attempts regardless whether the Consenting Parties as to earlier 

47 Completions or Recompletion have recouped their costs pursuant to Article VI.B.2.; provided further, that any 

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

49 which the Completion attempt is made. Election by a previous Non-Consenting party to participate in a subsequent 

50 Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable 

51 materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt, 

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

53 Completion attempt 

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

55 Recomputed, or Plugged Back pursuant lo the provisions of Article VI.B.2. of this agreement. Consent to the Reworking, 

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

57 Completing and equipping of said well, including necessary tankage and/or surface facilities. 

SB D. Other Operations: 

59 Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of 

60 I Scventv-FivcThousand Dollars fS 75.000.00 1 except in connection with the 

61 drilling. Sidetracking, Reworking, Deepening, Completing, Recompieting or Plugging Back of a well that has been previously 

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

63 emergency, whether of the same or different nature. Operator may take such steps-and incur such expenses as in its opinion 

64 are required to deal with the emergency to safeguard life and property but Operator, as promptly as possible, shall report the 

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

66 [ requesting an information copy thereof for any single project costing in excess of Fifty Thousand Dollars 

67 | (S 50,000.01) ). Any party who has not relinquished its interest in a well shall have the right to propose that 

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

69 salt water disposal wells or to conduct additional work with respect to a well drilled hereunder or other similar project (btil 

70 | not including the installation of gathering lines or oUier transportation or marketing facilities, the installation of which shall 

71 | be ••governed by separate agreement—between Ihe parties) reasonably estimated to require on expenditure in excess or the 

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

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

74 proposal to all parties entitled lo participate therein. If within thirty (30) days thcrcoF Operator secures the written consent 
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^ | ofany parry or parties owning at least 75.00 % of the interests'Of the, parties entitled to participate f i n . such operation, 

^ each parry'ria'ving'thc right to participate'in such project sliall be bound by iheierms of such proposal'and shall be obligated 

to-pay its proportionate share of the costs of the proposed project as if it liad consented to.such project pursuant to the terms 

^ | of the proposal. An AFC Is in estimate only of costs and in no way shall the execution of an AFE limit the liability of a parly. 

^ E. AbandonmentofWells: ' t - - ; : . , . . " 

^ | I . Abandonment of Dry Holes: Except for any well drilled, Sidetracked, or Deepened pursuant to Article VI.B.2., any well which has 

been drilled or' Deepened under the terms of this agreement and is proposed lo be completed us a dry hole shall not be 
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1 plugged and abandoned without the consent of all parlies. Should Operator, after diligent effort, be unable to contact any 

2 party, or should any parry fail to reply within forty-eight (48) .hours (delusive of Saturday, Sunday and legal holidays] after 

3 delivery of notice of the proposal lo plug and abandon such well, such party shall be ~deemed to have consented lo the 

4 I proposed abandonment. All such wells shall, beplugged and abandonerj in accordance with'applicable regulations and at the 

5 | cost, risk and expense of the parties who participated in the cost of dri l l ing/or -Dfcpening such well. Any party who objects lo 

6 plugging add abarrfoning such well by notice delivered to Operator within forty-eight (48) hours' (exclusive of Saturday, 

7 Sunday and legal, holidays) after delivery pf notice of the proposed plugging shall take over the well as of the end of such 

fi forty-tight (48) hou'r^nolice period and conduct',-further operations in search o f : O i l and/or Gas subject to" the provisions of 

9 Article VLB.; faijure of such party tn provide proof reasonably.satisfactory to Operator of its financial capability' to conduct 

10 such operations or to take over the well within such period or thereafter to conduct operations on such well or plug and 

11 abandon such well shall entitle Operator to retain or take possession of the well and plug end abandon the well. The party 

12 ^ taking over the well shaN indemnify Operator (if Operator is an abandoning party) and the other abandoning parties against 

13 liability for any further operations conducted on such well except for the costs of plugging' and abandoning the well and 

14 restoring the surface, for which the abandoning parties shall remain proportionately liable. 

15 2. Abandonment of Wells That Have Produced: Except for any well in which a Non-Consent operation has been 

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

17 been completed as a producer shall not be plugged ,and abandoned without the consent of all parties. If all "parties "consent lo 

18 such abandonment, the well shall be plugged and abandoned in accordance with npplicable regulations and at the cost, risk 

19 j end expense of all the parties hereto. Failure of a party to reply within sixty thirty (60 30) days or delivery of notice of proposed 

20 | abandonment sliall be deemed an election to consent to die proposal. If, within siftfy thirty (69 30) days after delivery of notice of the 

21 proposed abandonmenl of any well, ell parties do not agree to the abandonmenl of such'well, those wishing to continue its 

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

23 I applicable notice period and shall, indemnify Operator (if Operator if 'an abandoning party) and the Other abandoning parties 
. , ,. ,wrt" respect lo the wen, tncl^ " r 

24 | against liability for any further operahons? on the weir conducted by such parties. Failure of such party or parties to provide 

25 proof reasonably satisfactory lo'Operator of their financial capability to conduct such operations or to take over the well 

26 within the required period or thereafter to conduct operations on such well sliall entitle operator to retain or lake possession 

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

28 Parties taking over a well as provided herein shall tender lo each of the other parties its proportionate share or the value of 

29 the well's salvable material'and equipmenl/delcrmined in accordance wilh the provisions of Exhibit "C," less the estimated cost 

30 of salvaging and the'estirriated cost of plugging and abandoning and restoring the surface: provided, however,. that in the event 

31 the estimated plugging and abandoning and surface restoration costs and the estimated cost of,salvaging are higher than the 

32 value of the well's salvable 'material and equipment, each of the abandoning parlies shall .tender io Ihe parties continuing 

33 operations their proportionate shares of the estimated excess cost. Each abandoning party shall assign lo.the non-abandoning 

P i l ! ^ ' . " j f ' S V 1 warranty, express or implied, as to title or as'to quantity, or fitness for, use.of die equipment: and material, all 

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

36 insofar as such Leasehold covers the righl to obtain production from that wcilbore in the Zone then open to production. If the 

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

38 abandoning parry or parties an oil and gas lease! limited to the wellbore and the Zone then open to production, for a term of 

39 I one (I) year and so long thereafter as Oil arid/or Gas'is produced from lhc Zone covered therebyr-suelv-lease-to-be-on-i 1»-fbret 

40 | aitached -as-Exh&k-!!gr!L The assignments or leases so limited sliall encompass the Drilling Unit upon which the well is located. 

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

42 respective percentage of participation in the Contract Area to the aggregate oF the percentages of participation in the Conlmct 

43 Area of all assignees. .There shall be no readjustment of interests in the remaining portions of the Contract Area. 

44 Thereafter, abandoning parties shall have no further responsibility, liability, or interest in the operation of or production 

45 I from the well in the Zone then open otlierlha'n Ihe royalties retained in any lease made under Uie terms of llu's 'Article Uoon 
have the optign, al i ts sole discretion, fo • ^ 

46 | request. Operator shall / continue lo operate the assigned well for the account of .the non-abandoning parties at Ihe rates and 

47 charges contemplated by this agreement, plus'eny additional cost and charges which may arise as'tlie result of the separate 

48 ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned or leased, the assignor or lessor 

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

50 further operations therein subject to lhc provisions hereof. 

51 3. Abandonment of Non-Consent Operations: The provisions of Article VI.E.I. or VI.E.2. nbove shall be applicable as 

52 between Consenting Parties in the event of the proposed abandonment cf any well excepted from said Articles; provided, 

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

54 operations therein have been notified of the' proposed abandonment and afforded Ihe.opportunity to elect to take over lhc well 

55 | in accordance with the provjsrans of this-Articie'Vi.E.; and provided further, that Non-Conscnling Parties who own on interest 
. p ,J , e{5i7i b JUHl u , c ™ r .Onsofaraj these costs were not Increased by subsenneat operations qf the non-abandonlnE parlies) 

56 | in a portion t>f the well shall / pay their proportionate shares of abandonment and surface restoration cost for such well / as 

57 provided in Article VI.B.2.(b). ' 

58 F. Termination of Operations: 

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

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

61 | consent of parties bearing 7S % / o f the costs of such operation; provided, however, that in the event granite or other 

62 practically impenetrable substance or condition in the hole is encountered which renders further operations impractical, 

63 Operator may discontinue operations and give notice of such condition in the manner provided in Article VI.B.l , and the 

64 provisions of Article VLB. or VLE. shall thereafter apply to such operation, as appropriate. 

65 C. Tatting Production in Kind: 

66 El Option No. 1: Gas Balancing Agreement Attach fit 
. „ nave the right, but not the obligation to 

67 Each party shall I take in kind or separately dispose of its proportionate share oF all Oil and Gas produced from the 

68 Contract Area, exclusive of production which may be used in development and producing operations and in preparing and 

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

70 in kind or separate disposition by any party of its proportionate share of the production shall be bome by such party. Any 

71 party tilting its--shape-o^-production • in-laml-shall be- ra;uwed-to-pay-for only its 'proportionata chara of such part of 

72 Operators -surface facilities'which it uses. 

73 Each party shall execute siich division orders nnd contracts as may be necessary for the sale of its interest in 

' 4 production from lhc Contract Area, and, except as provided in Article VII.B,, sfiaii be entitled in receive payment 
- 10-
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directly from the purchaser thereof for its share of all production/ * - '• . • ' 

,,,If any party .fails to, moke the •arrangements necessary -to take in kind or scnaravlv J • > -,-

- B - 9 j * ! £ * * ^ ^ E 0 , r a ° f G a s r ™ " V under this agreement. 

F - Q iniauns uii-affl^as-^awaarketmg. P " r p o s e s - a a d - r « ^ E i i o r ^ . a v ^ ^ .. ' 
- « H r , ^ ^ ^ a ! ^ f t _ f c j ^ ^ 

—-If-any—party, f a j | s to—mal;e-HiiL J Jn.M a m^in j ... . . - , - , ' ' 

^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ 

*nafk-et—©r^transportation &t?itftge^nent—&r-—to obtain—o. P^^^^^^ranspo^^iiit^ 
ffiarkel . ne—Ir»uiurf9t;n(. . . ~~ 

•suoh-
shail have ne 

fee—equal' lo—thet-

give the 

-written 
and Gas and no sa 

notice of such intended pwahas 

www in nil rnrtim of the fiat ^ n f fini from u„y well UBdwtwAoawH*. 

-and ^HII nolif, n I i f , ^ ^ — i t . . . . . . :- . , ' 5 - ° ^ w e ^ ™ M ^ u i f c 

_ ^Fiiof-wi^ou; nrrt rp'viiig t h u - r ^ a k j n g ^ r t y 'ton day 

nth, caalud frail notify Opbratei^mmediately-

G p e x t ^ K K ^ ^ t ^ - f ^ r , o f - a i r r r ^ r k ^ t i ^ - a W a n g ^ t s - ^ 

^ o r d s ^ b , mi , ' , n.ttitabli lo N ' ^ ^ t r ^ o ^ s a ^ e - r e ^ ' 

HIP .-vr-nt ; U f d , 1 ^ , i n m , ^ , . , ^ ^ 

s-a«uaHy sold or Irani-ported, which -vaia 

ARTICLE VII . 

EXPENDITURES AND LIABILITY OF PARTIEs" 
A Liability of Parties: 

.» **,»«i zrt is r. s,r„r.r 2 ^bu t# —* - -~ ~ ̂  
—*• —* * iaZt. ^r^rs:;r8''""n!" ̂  
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ARTICLE Vii.^ y t j , ' _ _ . - •• 

I^VENDrtURESI AND U AB I U T V p F PARTIES . , - : 

A". Liability of Parties: ' i ' 

The liability of the parties shall be several, riot joint or. collective. .Each party sliall be responsible-only for its obligations, 

and shall be liable only Tor its proportionate share of the costs of developing and operating the Contract Area,. Accordingly,,the 

iiens'granted nmong the'partics in Article Vil.B, are given to secure only Ihe debls,of. each severally, and no-party shall have 

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

hereunder. It is'not the intention of the parties to create, nor shall .this.agreement be construed as creating, a mining or. other 

partnership, joint ventre, agency relationship or association, or to render the .parties^ jiable as partners, co-venturers, or 

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

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

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

with respect to activities hereunder. 
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1 B. Liens and Security Interests:' - > > * • - • ' • -

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

3 Leases and Oil end Gas 'Interests' in the"Contract Area, and a security interest andVor purchase money _ security interest in any 

4 interest it now owns or hereafter acquires in the •personal 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, •*••"'•""•'- •'•'•'XS- •"•'•'•" .'•,,> 
interest and fees, the proper disbursement of all'monies paid'hereunder, the assignment or relinquishment. of interest in Oil 

and Gas Leases as required hereunder, and the proper performance of operations hereunder. Such lien and. security (interest 

granted by each party 'hereto-shall include such'rirty's leasehold interests, working interests, operating rights, and royalty ,and 

overriding royalty interests in the Contract 'Area' now owned or'hcreafter acquirer! and in lands pooled or'unitized therewith or" 

Otherwise becoming' subject"to this agreement,'the' Oi! and Gas when extracted therefrom and ^equipment situaied .thereon or 

used^or obtained for use in connection therewith (including,' without limitation, all wells, tools, mid tubular goods), nnd accounls 
,• t . <-.-_... i ! . . . . . . . > • • _ • - . -«.-- • -. -v n - ' ' *•:. - .:.."•'" J*.'" 2 ' K . ... „ (inciudmg, without limitation, 'accounts arising 'from gas imbalances" or 'from the sale of Oil. acdVor Gas ot the wellhead), 

contract rights, inventory and general '•'intangibles "'"relating thereto or arising therefrom, cod all proceeds and ̂ products, of lhc 

9 

10 

11 

12 

13 

14 foregoing.' 

15 To-perfect the lien and security agreement provided herein, each rfflrty hereto shall execute and acknowledge the.recording 

16 supplement and/or any financing statement 'prepared and submitted by any party hereto in conjunction herewitli or at any time 

17 following execution hereof, and Operator is authorized to file this agreement or Ihe recording supplement executed herewith as 

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

19 Commercial Code in die state in which the Contract Area is situated and such other states as Operator shall deem appropriate 

20 to perfect the security interest granted hereunder. Any party may file this agreement, the recording supplement executed 

21 herewith, or such other documents as it deems necessary as a lien or mortgage in the applicable real estate records atid/ar a 

22 financing statement with llicproperofficer under the Uniform Commercial Code. 

21 Each party represents and warrants lo the ether parties hereto that the lien and security interest granted by such party to 

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

25 interest against all persons acquiring an interest in Oil and Gas Leases and Interests covered by this agreement by, through or 

26 under such party. All parties acquiring on interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreement, 

27 whether by assignment, merger, mortgage, operation of law, or otherwise, shall be deemed to have taken subject 

28 to the lien nnd security interest granted by this Article VII,B. as to all obligations attributable to such interest hereunder 

29 whether or not such obligations arise before or after such interest is acquired. 

30 To the extent that parties have a security interest under the Uniform Commercial Code of the slate in which the 

31 Contract Area is situated, they shall be entitled to exercise the rights and remedies of a secured party under the Code. 

32 The bringing of a suit and the obtaining of judgment by a party for the secured indebtedness shall not be deemed an 

33 election of remedies or otherwise affect Ihe lien rights or security interest as security for the payment thereof. In 

__M addition, upon default by any party in ihe payment of its share of expenses, interests r>; fees, or upon the improper use 

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

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

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

3£ owed against ihe proceeds from the sale of such defaulting patty's share of Oi! and Gas. All purchasers of production 

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

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

4 i this paragraph. 

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

43 Operator, the non-defaulting ponies, including Operator, shall upon request by Operator, pay the unpaid amount in the 

44 proportion that the interest of each such pr ty bears lo [lie interest of all such parties. The amount paid by each party so 

45 paying its slate of Ihe unpaid amount shall be secured by lhc liens and security rights described in Article VI!.B,, End each 

46 paying party may independently pursue any remedy available hereunder or otherwise. 

47 If any party does nol perform all of its obligations hereunder, and the failure lo perfonn subjects such party to Foreclosure 

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

49 party waives any available right of redemption from and after the dale of judgment, any required valuation or appraisement 

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

51 and any required bond in lhc event c receiver is appointed, In addition, to Ihe extent permitted by applicable law, each party 

52 hereby granls to Ihe other parties a puwer of sale as to any property that is subject to the lien and security rights granted 

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

54 manner and upon reasonable notice. 

55 Each party agrees that the other parties shall be entitled to utilize Ihe provisions of Oil and Gas lien law or other lien 

56 law of any state in which the Contract Area is situated lo enforce the obligations or each parry hereunder. Without limiting 

57 Ihe generality of the foregoing, lo the extent permitted by applicable law, Non-Operators agree that Operator may invoke or 

58 utilize the mechanics' or materialmen's lien law of the state in which ihe Contract Ana is situated in order to secure the 

59 payment to Operator of any sum due hereunder Tor services performed or materials supplied by Operator. 

60 C. Advances: 

61 Operator, at its election, shall have Ihe right from time to time lo demand and receive from one or more of the other 

62 parties payment in odvance of their respective shares of the estimated amount of Ihe expense to be incurred in operations 

63 hereunder during the next succeeding month, which right may be exercised only by submission to each such party or an 

64 itemized statement of such cslimated expense, togetlier with an invoice for its share thereof. Each such statement and invoice 

65 for the payment in advance of estimated expense shall be submitted on or before the 20th day of the next preceding month. 

66 Each party shall pay to Operator ils proportionate share of such estimate within fifteen (15) days after such estimate nnd 

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

68 provided in Exhibit " C until paid. Proper adjustment shall be made monthly between advances and actual expense to the end 

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

70 D. Defaults and Remedies: 

71 If any party Tails lo discharge any financial obligation under this agreement, including without limitation the failure lo 

72 make any advance under the preceding Article Vil.C. nr any other provision of this agreement, within the period required for 

73 such payment hereunder, then in addition to lhc remedies provided in Article VU.B. or elsewhere in this agreement, the 

74 remedies specified below shall be applicable. For purposes of this Article VII.D., all notices and elections shall be delivered 

- 12-
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1 only by Operator, exctpt that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator, 

2 and when Operator, i i the party in default, the applicable notices and elections can be delivered by any Noil-Operator. 

3 Ejection o f .any one or more of the Toll owing remedies shall not preclude < the subsequent use o f any other remedy'specified 

4 bcloworotherwiseavai l i ib letoanon-dcfault ingparvy. > . : • • ' • ' 

5 I. Suspension o f Rights: Any party may deliver lo the party in default a Notice o r Default, which sliall specify the default, 

6 specify the action to be taken to cure the default, and specify lhat failure lo take such action w i l l result in Ihe exercise "of one 

7 or morn o f the r c m e d i ^ provided in this Article, i f the default is not cured wi th in thirty (30) days o f the delivery o f such 

B Notice o f Default, all o f the rights o f the defaulting party granted by this agreement may upon nolice be suspended until the 

9 default is cured, without prejudice to the right o f the non-defaulting party or parties lo continue lo enforce ihe obligations o f 

10 the defaulting party previously accrued or thereafter accruing under this agreement. ' I f Operator is the party in default, the 

11 Non-Operators shall have in addition lhc right, by vote o f Non-Operators owning a majority in interest in the Contract Area 

12 after excluding the voting interest o f Operator, to appoint a new Operator effective immediately. The rights' o f a defaulting 

13 party that may be suspended hereunder at the election of lhc non-defaulting parties shall include, without l imitation, lhc right 

14 to receive infonnation as to any operation conducted hereunder during Ihe period o f such default, the' right to elect to 

15 participate in an operation proposed under Article -VLB. o f a h i s agreement, the l ight lo participate in an operation being 

16 conducted under this agreement e v e n - i f the party has previously elected to participate in such operation,.and the righl to 

17 receive proceeds o f production from nny well subject to this agreement. • ' 

18 2. Suit for Dnmnffcs: Non-defaulting parties or, Operator ifor the benefit o f non-defaulting parties may sue (at jo in t 

19 account expense) lo collect the amounts in 'defaul t , plus interest accruing on the amounts recovered from the'date o f default 

20 until the date o f collection at the rate specified in Exhibit " C attached hereto. Nothing herein shall prevent nny party from 

21 suing any defaulting party to collect consequential damages accruing to such patty as a result o f ihe default. 

22 3. Deemed fJnn.ronscnt: n * 6 non-defaulting party may deliver a written Notice o f Non-Consent Election lo the 

23 defaulting party at any t ime ofier the expiration o f the thirty-day cure period fol lowing delivery o f the Notice of Default, in 

24 which event i f the bi l l ing is for the dr i l l ing n new wel l or the Plugging Back, Sidetracking, Reworking or Deepening o f a 

25 well which is to be or has been plugged^ as a dry hole, or Tor.the Completion or Recompletion of any well, the'default ing 

26 party wi l l be conclusively deemed to have elected not to participate in the operation and to be a Noh-Consenting Party wi th 

27 respect Ihereto under Article V L B . or V I . C , ns the case may be, to die extent of the costs unpaid by such party, 

28 notwidislanding any election lo participate theretofore made. I f election is made to proceed under this provision, then Ihe 

29 non-defaulting parties may not eleel to sue for ihe unpaid amount pursuant lo Article VI I .D.2. : 

30 Unt i l the delivery o f such Notice o f Non-Consent Election to Ihe defaulting party, such party shall have the right to cure 

31 its default by paying i is unpaid share o f costs plus interest at the rate set forth tn Exhibit "C, " provided, however, such 

32 payment shall not prejudice ihe rights o f the non-defaulting parties to pursue remedies for damages incurred by the non-

33 defaulting parties as a result o f the default. Any interest relinquished pursuant to this Art icle VI I .D.3. shall be offered to the 

34 non-defaulting parties . i n proportion to their interests, and the non-defaulting parties electing lo part ic ipate' in the ownership 

35 o f such imerest shall be rctiuired to contribute their shares o f the defaulted amount upon their election to participate Iherein. 

36 4. Advance Payment; I f a default is not cured widi in thirty (30) days o f the delivery o f a Notice o f Default, Operator, or 

37 Non-Operators i f Operator is the .defaulting party, may thereafter require advance payment from lhc defaulting 

38 parry o f such defaulting party's anticipated sliarc o f any item o f expense Tor which Operator, or Non-Operators, as the case may 

39 be, would be entitled to reimbursemeni under any provision o f this agreement, whether or not such expense was lhc subject' o f 

40 the previous defauh. Such right includes, but is not l imited to, the right lo require advance payment for the estimated costs o f 

41 dr i l l ing a well or Completion o f a well as to which an election to participate in dri l l ing or Completion has been made. I f the 

42 defaulting party fails to pay the required advance payment, lhc non-defatil l ing parties may pursue any o f Ihe 'remedies provided 

43 in the Article VI I .D. or any other default remedy provided elsewhere in this agreement. Any excess o f funds 'advanced remaining 

44 when the operation is completed and al l costs have been paid sliall be promptly relumed to the advancing party. 

45 5. Costs and Attorneys' Fees: In ihe cvcnl any party is required lo bring legal proceedings to enforce any financial 

46 obligation o f a party hereunder, the prevailing party in such action sliall be entitled lo recover oi l court cosls,' costs o f 

47 collection, and a reasonable: attorney's fee, which the lien provided for herein shall also secure. * 

48 E. Rentals, Shut- in We l l Payments and M i n i m u m Royalt ies: 

49 Rentals, shut-in well payments and min imum royalties which may be required under the terms of any lease shall be paid 

50 by the patty or parties who subjected such lease to this agreement at its or their expense. In the event Iwo or more parties 

51 own nnd have contributed interests in the same lease to this agreement, such parties may designate one o f such parties to 

52 make said payments for and on belralf o f all such parties. Any party may request, and shall be entitled lo receive, proper 

53 evidence oF all such payments. In lhc cvcnl o f failure lo make proper payment o f nny rental, shui-in well payment or 

54 minimum royalty through mistake or oversight where such payment is required to continue the lease in force, any loss which 

55 results from such non-payment shall be bome in accordance w i lh the provisions o f Art icle I V . B 2 . 

56 Operator shal! notify Non-Operators o f the anticipated completion o f a shut-in wel l , .or the shutting in or return to 

57 j production o f a producing wel l , at least five (5) days (excluding inc luding Saturday, Sunday, and legal holidays) prior to' taking such 

58 action, or at the earliest opportunity permitted by circumstances, but assumes no l iabil i ty for failure to do so. In the event o f 

59 failure by Operator to so notify Non-Operators, the loss o f any lease contributed hereto by Non-Operators for failure lo make 

60 timely payments o f any shut ; in well payment shall be bome jo in t ly by Ihe parties hereto under the provisions o f Art icle 

61 IV.B.3. 

62 F. Taxes: 

63 Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all 

64 property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed 

65 thereon before they becorne delinquent Prior lo Ihe rendition date, each Non-Operator shall furnish Operator information as 

66 to burdens (to include, but not be l imited to, royalties, overriding royalties nnd production payments) on Leases and Oi l and 

67 Gas Interests contributed 'by such Non-Operator. I f the assessed valuation o f any Lease is reduced by reason o f ils being 

68 subject ,to outstanding excess royalties, overriding royalties or production payments, the reduction in ad valorem taxes 

69 resulting therefrom shall inure to the benefit o f the owner or owners o f such Lease, and Operator shall adjust the charge to 

70 such owner or owners so as lo reflect the benefit o f such reduction.' I f the ad valorem taxes are based in whole or in part 

71 upon separate valuations o f each party's working interest, then notwithstanding anything lo the contrary herein, charges to 

72 Ihe joint account shall be* trade and paid by the parties hereto in accordance wi th the lax value generated by each party's 

73 working interest. Operator shall b i l l (he other parties for their proportionate sliares o f nil lax payments in the manner 

74 provided in Exhibit "C. " 

- 1 3 -



A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT ^1 989 

1 If Operator considers any tax assessment improper. Operator may, at its discretion," protest within the time and manner 

2 prescribed by,law, and prosecute the protest to a final determination, unless all parties'agree to abandon the prot«t prior to final 

3 determination. During the pendency of administrative or judicial proceedings, Operator may elect to pay, under protest, all such taxes 

4 and any interest and penalty. When any such protested assessment shall have been'firslly 'determined,'Operator shall pay the tax for 

5 Ihe joint account, together with any interest and penalty accrued, and the total cost sliall then be assessed against Ihe parties, and be 

6 paid by them, as provided in Exhibit "C," ' - " ' 

7 Each party sliall pay. or cause to be paid all production, severance, excise, gathering and other taxes imposed upori or with respect 

8 to the production or handling of such party's share of Oil and Oas produced under the terms of this agreement. 

9 , . . ARTICLE VII I . - • ' 

10 ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST' * 

11 A. Surrenderor Leases: 1 

12 The Leases covered by this agreement, insofar.fls they embrace acreage in the Contract Area, shall not be surrendered in whole 

13 or in part unless all parties consent thereto. > • • ' ' 

14 However, should any party desire to surrender its interest in any Lease or in any portion thereof, such pirry shall give written 

15 notice of Ore proposed surrender to all parties, and the partieitto wham such notice is delivered shall have thirty (30) days itftcr 

16 delivery of Ihe notice within which to notify the party proposing the surrender whether they elect to" consent thereto. Failure of a 

17 party to whom such notice is deliverer" to reply within said 30-day period shall constitute a consent to the surrender of the Leases 

IK described in the notice. I f all parties do not agree or consent thereto, the party desiring to surrender shall assign/without express or 

19 implied warranty ^of title, all of its interest in such Lease, or portion thereof, and any well,' material and equipment which may be 

20 located thereon and any rights in production thereafter secured, to the parties not consenting'to such surrender"' If Ihe interest of the 

21 assigning party is or includes an Oil nnd Gas Interest, the assigning party shall execute and deliver to the p'a'rty or parties not 

22 consenting Io such surrender an oil nnd gas lease covering such Oil and Gas Interest for a term or orie'(l) year and so long 

23 thereafter as Oil and/or Gas is produced from the land covered thereby, such lease to be on the form" attached hereto as'Exhibit "B," 

24 Upon such assignment or lease, liie assigning party shall be relieved from all obligations tiicreaRer accruing, but not theretofore 

25 accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party 

26 shall have no further interest in the assigned ot leased premises and its equipment and production other than the royalties retained 

27 in any lease made under the terms of this Article. The party assignee or lessee shall pay to the party assignor or lessor the 

28 reasonable salvage value of the biter's interest in any well's salvable materials and equipment attributable to Ihe Assigned or leased 

29 acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C," less 

30 die estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring die surface. If sucli value is less 

31 than such costs, then the party assignor qr-lessor shall pay to Ihe party assignee or Icssee'the amount of such deficit. If Ihe 

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

33 interest of each bears to Ihe lotal interest of all such parties. If the interest of the parties to whom the assignment is "to be 'made 

34 varies according to depth, then lhc interest assigned shall similarly reflect such variances. ' ' 

35 Any assignment, lease or surrender made under this provision shall not reduce or change'thc assignor's, lessor's or surrendering 

36 party's interest as it was immediately before lhc assignment, lease or surrender in Ihe faience of the Contract Area; and the acreage 

37 assigned, leased Dr surrendered, and subsequent operations thereon, shall not thereafter be subject to Ihe terms and provisions of this 

38 agreement but shall be deemed subjeel to an Operating Agreement in the form of this agreement, * 

39 B. Renewal or Extension of Leases: 

40 If any party secures^ renewal or replacement of an Oil and Gas Lease or Interest subject to this agreement, then all other parties 

41 shall be notified promptly upon such acquisition or, in the case of a replacement Lease laken'before expiration of an existing Lease, 

42 promptly upon expiration of Ihe existing Lease. The parties notified shall have the right for a period of thirty (30) days' following 

43 delivery of such' notice in which to elect Io participate in the ownership of the renewal or replacement'Lease, insofar'as such Lease 

44 affects lands within the Contract Area, by paying to the party wlio acquired it their proportionate shares of the acquisition cost 

45 allocated to that part of such Lease .within Ihe Contract Area, which shall.be in proportion to the interest held at dtat time by the 

46 parties in the Contract Area. Each party who participates in the purchase of a renewal or replacement Lease shall be given nn 

47 assignment of its proportionate interest therein by the acquiring party. 

4S If some, but less than all, of the parlies elect lo participate in the purchase of a renewal or replacement Lease, it shall be owned 

49 by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in 

50 the Contract Area to the aggregate of the percentages of participation in the Contract Area of all parties participating in the 

51 purchase of such renewal or replacement Lease. The acquisition of a renewal or replacement Lease by any or all of Ihe parties hereto 

52 shall not cause a readjustment of.die interests of the parties stated in Exhibit "A," bul any renewal or replacement Lease in which 

53 less lhan nil parties elect to participate sliall not be subject to this agreement but shall be deemed subject to a separate Operating 

54 Agreement in the form of this agreement , , 

55 If the interests of the parties in the Contract Area,vary according to depth, then their right to participate proportionately in 

56 renewal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances. 

57 The provisions of this Article shall apply to renewal m replacement Leases whether Ihey ore for the entire interest covered by 

58 the expiring Lease or cover only a 'portion of its area or^nn interest therein. Any renewal or replacement Lease taken before the 

59 expiration of its predecessor Lease, or taken or contracted for or becoming effective within six (6) months after Ihe expiration of the ' 

60 existing Lease, shall be subject to Ihis provision so long as this agreement is in effect at the lime of such acquisition or al the lime 

61 the renewal or replacement Lease becomes effective; but any Lease taken or contracted for more than six (6) monlhs after the 

62 expiration of an existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provisions of this 

63 agreement. 

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

65 C. Acreage or Cash Contributions: 

66 While this agreement is in force, if any parry contracts for n contribution of cash towards the drilling of a well or any other 

67 operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall 

68 be applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom 

69 (he contribution is made shall promptly tender an _assignment of the acreage, without warranty of title, lo the Drilling Parties in the " 

70 proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall become a separate Contract Area and, to lhc 

71 extent possible, be governed by provisions identical to this agreement. Each parly shall promptly notify all other parties of any 

72 acreage or cash contributions^ it may obtain in support of any well or any other operation on the Contract Area. The above 

73 provisions shall also be applicable to optional rights to earn acreage outside the Contract Area which are in support of well drilled 

74 inside Contract Area. 
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1 If any party contracts for any consideration relnting In disposition of such party's share of substances produced hereunder, 

2 | such consideration shall not be deemed a contribution as contemplated in this Article VIU.C. 

3 D. Assignment; Maintenance of Uniform Interest: 

4 For the purpose of maintaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Oil and Gas 

5 Interests, wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other 

6 disposition,of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells, 

7 equipment and production unless such disposition covers either ' 

8 1. the entire interest of the party in all Oil and Gas Leoses. Oil and Gas Interests, wells, equipment and production; or 

9 2. an equal undivided percent of the party's present interest in all Oil and'Gas Leases, Oil and Gas Interests, wells, 

10 equipment and production in the Contract Area. 

11 Every sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to "this agreement 

12 and shall be made without prejudice to the right of the other parties,'and any transferee of an ownership interest in any CHI and 

13 Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the effective dale of 

14 the transfer of ownership; provided, however, that the other parties shall no! be required to' recognize any'such sale, 

15 encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy or the 

16 instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or oilier 

17 disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect 

IS to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to en operation 

19 conducted hereunder in which such party has agreed to participate prior to making such assignment, and lhc lien arid security 

20 interest granted by Article VII.B. shall continue to burden the interest transferred to secure payment or any such obligations. 

21 If, ol any time the inlerest of any party is divided among and owned by four or more co-owners. Operator, at its discretion, 

22 may require such co-owners lo appoint a single trustee or agent wilh full authority to receive notices, approve expenditures, 

23 receive billings for end approve and pay such part/s share of the joint expenses, and lo deal generally with, and with power to 

24 bind, the co-owners of such party's interest within the scope of ihe operations embraced in this agreement; however, all such co-

25 owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of 

26 Ihe Oil and Gas produced from the Contract Area and they shall have the'right lo receive, separately, payment of Ihe sale 

27 proceeds thereof. • 

28 E, WaivcroriUghts lo Partition: 

29 If permitted by the laws of the stale or states in which Ihe property covered hereby is located, each party hereto owning an 

30 undivided interest in the Contract Area waives any and all rights it may have lo partition and have set aside to it in severalty its 

31 undivided interest therein. 

32 fc-PrcfercEtifll-R'gbl-ta Pur-fhasw 

33 B T (Op^ona4^^4 i^p I i eab Ie I ' 

34 Should-ony-party desire lo cell ol'-or-^ny-part-of-its-inMreas-^r^MluVagraesnent, or its rights and isiaFests-in Ibe-Contrast 

35 Area,—ii-ehall-promptly give writfea-nc4ic^f>-the-obhgr-portug5,-wM^ which 

36 s Hal H ne hid? - the - naffl^nd^di3ss-ri£4lB-pKispMti ve - trans fare s -(who-Ktusl - be- ready .-will ing-or.d - able-1 o - tKtfsaas6)r-U-,e--pu rr4-aaa 

37 prise, a lognl-da^ptier^u'fa'er,'-4a-4dentify^ other-terms- of•the-offe?:—The• other-pa riies-siioll-then-have-an 

38 optiena4--pr4otwigfrt^o^-a—pgpk>d^ delivered, to purcliace far the ctaled-consideafoiWKi-ihe 

39 6gmB-lerm5-cnd--Mnditions-lhe-inleFes*L—whkjt-the-omer-party--pn)p0505 to selk—fcid,—if-this—optional"right ir exercised, the 

40 purchasing- parties-- shall-share-llia pufghased mteF^t-in-the-proportuons-lhaMhe^ntergsl of each bears to-the toial interest of ell 

41 ptiRlia'sing-parties;—However, there-shall be-no-preferential-right-to-purohase.in-thefe-^c^s-wrwavany-parti" vriehes-la-msrt'BEa 

42 its-interests, or to-^ransfeMille-to-its-L^r^^ 

43 oMo-^ispose- of-jt5-4r4secl5 by naf^rr-reprganuaiion, -consolidatioflH^-by rale of all or rAfetartfally-^ll-ef-^t^-O+l-a^ 

45 eorapony-in which such parly owns a majority of Ihe slock. 

46 ARTICLE I X • 

47 INTERNAL REVENUE CODE ELECTION 

48 If, for federal income tax purposes, this agreement and Ihe operations hereunder are regarded as a partnership, and i f the 

49 parties have not otherwise agreed lo form a tax partnership pursuant to Exhibit "G" or other agreement between them, each 

50 party thereby affected elects lo be excluded from lhc application of all of Ihe provisions of Subchapter "K," Chapter I , Subtitle 

51 "A," of the Internal Revenue Code of 1936, os amended ("Code"), as permitted arid authorized by Section 761 of the Code and 

52 the regulations promulgated thereunder. Operator is authorized and directed to execute oo behalf of each party hereby affected 

53 such evidence of (his election as may be required by the Secretary of the Treasury of the United States or thc'Fedcral Internal 

54 Revenue Service, including specifically, but not by way of limitation, all of the returns, statements, and the "data required by 

55 Treasury Regulation j) 1.761. Should there be any requirement that each party hereby affected give further evidence of this 

56 election, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Internal 

57 Revenue Service or as may be necessary to evidence this election. No such parry shall give any notices or take any other action 

58 inconsistent witii the election mode hereby. If any present or future income tax laws of the slate or states in which the Contract 

59 Area is located or any future income tax laws of the United Stales contain provisions similar to those in Subchapter "K," Chapter 

60 I , Subtitle "A," of the Code, under which an election similar to lhat provided by Section 761 of the Code is permitted, each party 

61 hereby affected shall make such election as may be permitted or required by such laws. In making the foregoing election, each 

62 such party states that the income derived by such party from operations hereunder cari be adequately determined without the 

63 computation of partnership taxable income. 

64 ARTICLE X. 

65 CLAIMS AND LAWSUITS 

66 Operator may settle any single uninsured third party damage claim or suit arising from operations hereunder if Ihe expenditure 

67 | does not exceed Seventy-Five Thousand Dollars ("S 75,000.00 1 and i f the payment is'in complete settlement 

68 of such claim or suiL If Hie amount required for settlement exceeds Ihe above amount, the parties hereto shall assume and take over 

69 the further handling of Ihe claim or suit, unless such authority is delegated to Operator. All costs and expenses of handling settling, 

70 or otherwise discharging such claim or suit shall be a the joint expense of the parties participating in the operation from which the 

71 claim or suit arises. If a claim is made against any party or i f any party is sued on account of any matter arising from operations 

72 hereunder over which such individual has no control because of the rights given Operator'by this agreement, such party shall 

73 immediately notify all other parties, and the claim or suit shall be treated as any other claim or suit involving operations hereunder. 

74 
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1 ARTICLE X I . 

2 FORCE MAJEURE 

1 If any party is rendered unable, wholly or in part, by force majeure to cany out its obligations under this agreement, other 

4 tlian the obligation lo indemnify or make money payments or furnish security, that party shall give to all other parties 

5 prompt written notice of the force majeure with reasonably full particulars concerning' it; thereupon, the obligations of the 

6 party giving the notice, so far as they pre affected by the force majeure, shall be suspended during, but no longer than, lire 

7 continuance of the force majeure. The term "force majeure," as here employed, shall mean an act of God, strike, lockout, or 

S I other industrial disturbance, act of the public enemy, war, blockade, public riot, lightening; fire, storm, flood or other act of 
| (including changes In laws, regulations, or policies, or in each ease, the enforcemcnt thereof) 

9 I nature, explosion, gpvcmmenSl .action/, governmental delay, restraint or inaction, unavailability of equipment, nnd nny other 

10 cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party 

11 | claiming suspension; provided, however, that "force majeure'' shall not Include (i) lack of financing or funds, and (ii) la the extent 

12 | relating primarily io a party's or any of its affiliates' employees, strikes, work stoppages, or artcr-labor difficulty. 

13 The effected party shall use all reasonable .diligence to remove the force majeure situation as quickly as practicable. The 

14 requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes, 

15 lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficulties shall be handled sliall 

16 be entirely within the discretion of the party concerned, 

17 * ARTICLE XI I . 

IS NOtlCES 

19 All notices authorized or required between the parties by any of the provisions of this agreement, unless otherwise 

20 specifically provided, shall be.in writing and delivered in person or by United States mail, courier service, telegram," telex, 

21 telecopier or any other fonn of facsimile, postage or charges prepaid, bod addressed to such parties at the addresses listed on 
I Given in person , 

22 | Exhibit "A." All telephone or oral notices 7 permitted by this agreement shall be confirmed'immediately thereafter by written 

23 notice. The originating notice given under any provision hereof shall be deemed delivered only when received by the party lo 

24 whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date 

25 I the originating notice is received. "Receipt" for purposes of this agreement with respect to written notice delivered hereunder 
• during business hqurs 

26 I shall be actual delivery 7 of the notice lo Ihe address of the party to be notified specified in accordance with ihis agreement, or 
27 | to the telecopy, facsimile ©r-telex machine of such party. The second or any responsive notice shall be deemed delivered when 
2B deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal by telex,"' telecopy 

or, In the case of electronic mail, upon receipt by the sender of confirmation that such electronic mail has bceq received; 
29 of facsimile, or when personally delivered to the party to be notified, / provided, however, that when response is required within 24 or 

. given la person, 
30 43 hours, such response shall be given orally, / or by tclephanej-telwr-lelecQpy or other facsimile within such period. Each party 

31 sliall have the right to change its address a! any time, and from time to time, by giving written notice thereof lo all 'other 

32 parties. If a party is nol available to receive nolice orally or by telephone when a party attempts to deliver a notice required 

33 to be delivered within 24 or 4 ! hours, Ihe notice may be delivered in writing by any other method specified herein and shall 

34 be deemed.delivered in the same manner provided above for any responsive notice. 

35 ARTICLE X I I I . 

36 . , TERM OF AGREEMENT 
I Unless terminated by mutual consent of Ihe parties hereto, this „ . , _ 

37 | / This agreement snail remain m full force hnd effect as to the Oil and Gas Leases and/or Oil and Gas Interests subject 

3K hereto for the period of lime selected below; provided, however, no party hereto shall ever be construed OS raving any tight, title 

39 or interest in or to any Lease or Oil rind Gas Interest contributed by any other party beyond the term of this agreement. • 

40 I • Option-No.—t;—So-lons-as-ony-of—llie-Oil-ond -Gas • Leases-subject -to this—afffaentfnl—remain-or—ere-oentir.ueri in 

41 | fefse-as-ig-nny part-of-thfl^oattact Area,-w^tlwr4^-pFBdi&iior4^xteri3ros,-renflwe4-o^ 

42 E Option No. 2: Li the event the well described in Article VI.A,, or any subsequent well drilled under any provision 

43 of this agreement, results in the Completion of a well as a well capable of production of Oil and/or Gas in paying 

44 quantities, this agreement shall continue in force so long as any such well is capable of production, and for an 

45 | additional period of —439D days thereafter; provided, however, if, prior to the expiration of such 

46 additional period, one or more of Ihe parties hereto are engaged in drilling, Reworking, Deepening, Sidetracking, 

47 Plugging Back, testing or attempting to Complete or Recomplete o well or wells hereunder, tiiis agreement shall 

48 continue in force until such operations have been completed and if production results therefrom, ihis agreement 

49 shall continue in force as provided herein. In the event the well described in Article VI,A., or any subsequent well 

50 drilled hereunder, • results in a dry hole, and no other well is capable of producing' Oil and/or Gas from the 

51 Contract Area, Ihis agreement shal! terminate .unless drilling, Deepening, Sidetracking, Completing, Rc-

52 | completing, Plugging Back or Reworking operations are commenced within •• • ' '—•" ^ - 1 2 0 days from the 

53 date of abandonment of said well. "Abandonmenl" for such purposes shall mean cither (i) a decision by all parties 

54 not to conduct any further operations on the well or (ii) the elapse or ISO days from Ihe conduct of any 

55 operations on the well, whichever first occurs. 

56 The termination of this agreement shall not relieve any party hereto from any expense, liabilily or other obligation or any 

57 remedy therefor which has accrued or attached prior lo the date of such termination. 

58 Upon termination of this agreement and ihe satisfaction of all obligations hereunder, in the event a memorandum of this 

59 Operating Agreement has been filed of record, Operator is authorized to-file of record in all necessary recording offtces a 

60 nolice of terminal too, and each party hereto agrees lo execute such a notice of termination ns to Operator's interest, upon 

61 request or Operator, if Operator has Satisfied alt its financial obligations. 

62 ARTICLE XIV. 

63 COMPLIANCE WITH LAWS AND REGULATIONS 

64 A. Laws, Regulations and Orders: 

65 This agreement shall be subject to the applicable laws of the state in which the Contract Area is located, io the valid rules, 

66 regulations, and orders of any duly constituted regulatory body of said Stale; and to all other applicable federal, slate, 

67 and local laws, ordinances, rules, regulations and orders. 

68 | B, Governing Law: 

69 This agreement find all matters pertaining hereto, including but not limited to matters ol performance, noli-

70 performance, breach, remedies, procedures, rights, duties, and Interpretation or construction, shall be governed and 

71 determined by the law of the state in which the Contract Area Is located. 4t-thc-Cwitrttet Arett4^iv-two-or-rnQre-states, 

72 Ihe law of-the state of - — • shall pover-n. 

71 

74 
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1 ' C. Regulatory Ageacies: . , _ , - 1 " • > * ' 
2 Nothing herein contained shall grant, or he construed to grant. Operator the 'right or authority to waive or release any 
3 rights, privileges, or obligations which Non̂ Operators may have under federal or state laws or tinder rules, regulations or 
4 ' ' , . - • ' 1 ' •"' 
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1 orders promulgated under such laws in reference In oil, gas and mineral operations, including the location, operation, or 

2 production of wells, on tracts offsetting or adjacent to the Contract Area. 

3 . With respect io the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages, 

4 injuries, claims and causes of action arising out of, incident to or resulting directly or indirectly from Operator's interpretation 

5 or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission 

6 or predecessor or successac agencies to the extent such interpretation or application was made in good faith and does net 

7 constitute gross negligence. Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of 

t production or any refund, fine, levy or other governmental sanction that Operator may be required to pay as a result of such 

9 on incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of such 

ID incorrect interpretation or application. , 

11 ARTICLE XV. 

12 MISCELLANEOUS 

13 A. Execution: 

H This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been 

15 executed by such Non-Operator and Operator notwithstanding that (his agreement is not then or thereafter executed by nil of 

16 the parties to which it is tendered or which are listed on Exhibit "A" as owning an interest in Ihe Contract Area or which 

17 own, in fact, rm interest in the Contract Area, Operator may, however, by written notice to all Non-Operators who have 

Lfl become bound by this agreement as aforesaid, given at any time prior to the actual spud date of the Initial Well but in no 

19 event later than five days prior to the dale specified in Article VI.A, for commencement of the Initial Well, terminate this 

20 agreement tf Operator in its sole discretion determines tliat Iherc is insufficient participation to justify commencement of 

21 drilling operations. In Ihe event of such a termination by Operator, all further obligations of the parties hereunder shall cease 

22 as or such termination. In Ihe event any Non-Operator has advanced or prepaid any share of drilling or other costs 

23 hereunder, all surns so advanced shall be returned to such Non-Operator without interest. In the event Operator proceeds 

24 with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit "A" as having a 

25 current working interest in such well, Operator shall indemnify Non-Operators with respect lo all costs incurred for the 

26 Initial Well which would have been charged to such person under this agreement i f such person liad executed the same and 

27 Operator shall receive all revenues which would Iiavc been received by such person under this agreement if such person had 

28 executed the same. 

29 D. Successors and Assigns: 

30 This agreement shall be binding upon and shall inure to the benefit nf the parties hereto and their respective heirs, 

31 devisees, legal representatives, successors and assigns, and the terms hereof shall be deemed lo run with the Leases or 

32 Interests included within lhc Contract Area, 

33 C. Counterparts: 

34 This instrument may be executed in any number of counterparts, each of which shall be considered an original for nil 

35 purposes. 

36 D. Severability: 

37 For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws, 

38 this agreement shall not he severable, but rather must be assumed or rejected in its entirety, and the failure of any party to 

39 Ihis agreement to comply with all of ils financial obligations provided herein shall be a material default 

40 ARTICLE XVI. 

41 OTHER PROVISIONS 

42 

43 A. Priority of Proposals and Operations - Horizontal Wells. Notwithstanding anything in ihis 
44 agreement (o (he contrary, it is agreed that where a Horizontal Well subject to this agreement has been 
45 drilled to the objective Zone and the Consenting Parties cannot agree upon the sequence and timing of 
4 6 further operations regarding such Horizontal Well, the following elections shall control in the order of 
4 7 priority set forth below: 
48 
4 9 l " An election to do addition a! logging, coring or testing; 
50 
5 1 21"1 AJI election to attempt to Complete drilling operations of all proposed Laterals; 
52 

53 3 f 0 An election to extend or Deepen a Lateral; 
54 

55 A™ An election to kick out and drill an additional Lateral in the same Zone; 
56 

57 5"1 An election to Plug Back the well to a Zone in which a Lateral was drilled; if there is 
58 more than one proposal to Plug Back, the proposal to Plug Back to the next deepest 
59 prospective Zone shall have priority over a proposal to Plug Back to a shallower 
6 0 prospective Zone; 
61 
62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 

73 

14 

6°" An election to Sidetrack; and 

7"" An election to plug and abandon said well as provided for in Article VI.E. 

It is provided, however, that if at the time the Consenting Parties are considering any of the 
above elections, the hole is in such a condition that a reasonably prudent operator would not conduct the 
operations contemplated by the particular election involved for fear of placing the hole in jeopardy or 
losing the hole prior to Completing the Horizontal Well tn the objective Zone, such election shall be 
eliminated from the priorities set forth above. 

B. Priority of Proposals and Operations - Vertical Wells, The provisions of this Article XV1.B. shall 
only apply in the case of Vertical Wells. When the participating parties cannot agree on the sequence of 
further operations in any well operated under this agreement as a result of conflicting or compering 
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proposals made in accordance with Article .VI, the proposals shall be considered arid the prevailing 
proposal determined in the fpyovtingpriority: .-, ; : • '. ' -. -: > --' 

1" additional logging, corujg or testing; . . • . r . • ' 

2 a i completion attempt at the objective Zone; . • ,. 

3 r d .• plugging back and completion attempts'at shallower' depths, in order from the. 
deepest to the shallowest depths; •<"'•- . ' ''' 

4"1 deepenings, in order from the shallowest to the deepest depths; 

5 , h sidetracking; and/or / „ . - -, > 

6 t h • plugging arid abandonment. ' ~> : ' 

If at any time when'proposals of any of the above operations'are being considered, the hoje or 
equipment is in such a -condition''.that Operator recommends riot to conduct one or, more .parricular 
operations because they might^put.the hole, equipment and/or objective formation in jeopardy brresult 
in the loss of either of them, such, proposals shall be'eliminated from the ab'oWorrler "of prionty.' With 
regard to proposals for,additional logging, coring or testing, if any,-but not aU,̂ of tfie parties entitled to 
make elections to the proposals elect to'pn'y the costs thereof, theymay do so, and the only penalty to any 
party^that elects'riot to pay'such costs is that it shall not be entitled to the corresponding Iogs,cores'or 
results of tests or any analyses of them without the consent of all parties who participated in the 
additional logging, coring or testing. 

C. Commencement of Operations. For thepurposes or Articles VI.B.l and VI.B.2, Operator.rnay 
commence , activities ̂ preliminary to actual driving operations including, without umitatian, building 
location,.roads and pits, delivering'materials arid equipment'tb the well site, rigging up a drilling rig, 
and/pr actual (drilling operations, at any time either before br after giving the notice (of proposed 
operations required, by said Articles. Nohvithstariding'the foregoing,' the parties receiving notice of 
proposed .operations pursuant to Articles VI.B.l and VI.B.2 shall have the full time allowed in which to 
make their electionfs) and shall be subject to the hon-consent provisionsi thereof to the'sariie extent and in 

_the same rnanner.as provided in Article VI.B without reference to the tirhe that such a'ctivitieswere 
commenced relative to giving notice. ' ".-••>• 

D. Amendment of Operating Agreement, 'Except as provided in Article XVI-D, this agreement may be 
amended on]y by a written document that is specific in stating that it is an amendatory document to this 
agreement and is executed by authorized representatives of each party hereto. All replaceriierit pages to 
this agreement which result from actions authorized under Article XVT.D, or an amendment as provided 
herein, will be clearly marked as replacement pages and set forth the "date of such amendment or 
replacement. 

E. Separate Measurement Facilities. I f any party hereto creates the necessity of separate measurement 
facilities by reason'of assignments or other mortgages or conveyances within the Contract 'Areaf'such 
party' shall alone , bear the entire costs of purchasing, installing, arid operating such separate 
measurement facility, which facility may be constructed and operated by Operator, at Operator's 
election, for the account ;of said party and shall be "subject to all other provisions of this Operating 
Agreeriient including,' without limitation, those provisions relating to advances for* costs and offsets for 
unpaid expenses. i ... i ' 

F. ' Bankruptcy. If, following the granting of relief under the Bankruptcy Code to any party hereto as 
debtor thereunder, this agreement should be held to be an executory contract within the meaning of I I 
U.S.C. Section 365, then the Operator or, if the Operator is the debtor in bankruptcy, the other parties, 
shall be entitled to a determination,by the debtor or any trustee of the debtor within thirty (30) flays front 
the date an order for relief is entered under the Bankruptcy Code, as to the rejection or assumption of 
this agreement Ii^tbe event of an assumption, Operator or the other parties shall be entitled to adequate 
assurances as to' future performance of debtor's obligations hereunder arid the protection of the interests 
of all other parties. ./ 

G. Security. The lien and security interest granted by each Non-Operator to Operator, and by 
Operator to thj: Nori-Operators, under Article VTLB shall extend riot only'tb'such party's oil and gas 
rights in the Contract Area (which for greater certainty shall include all of each party's leasehold interest 
and leasehold estate in the Contract'Area), the oil-and/or gas when extracted, arid equipment (as 
mentioned in said Article), but also to all accounts, contract rights, inventory, arid general intangibles 
constituting a part of, relating to, or arising out of said oil and gas rights, extracted oil and gas, and said 
equipment or which are otherwise owned or held by any such party in the Contract Area. Further, the 
lien and security interest of each of said parties shall extend to all proceeds and products of all of the 
property and collateral described in this paragraph and in Article VTI.B as being subject to said lien and 
security interest. 
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H. Interpretation.' This.agreement shall never be construed for or against any party on the basis of 
which party drafted this agreement or any particular provision herein, or which party supplied the form 
ol Operating Agreement. Each party agrees that this agreement has been purposefully drawn and 
correctly reflects its understanding of the transactiori'thaYit contemplates'.' 

I . Indemnity. In the performance of duties on the Contract Area, the Operator shall act as a 
reasonable prudent Operator in a good and workmanlike manner .with due diligence and dispatch in 
accordance with good oilfield practice and in accordance with applicable law and regulation. 

J. Well Access. In connection with the drilling of any wells under this agreement, each Non-Operator, 
its employees and representatives, shall have the right at all reasonable rimes, at its own risk and expense, 
to full and complete access to the derrick floor, well location and Contract Area; PROVIDED THAT: 
EACH NON-OPERATOR SHALL INDEMNIFY, DEFEND; ANDHOLD OPERATOR HARMLESS 
FROM AND AGAINST ANY AND ALL LOSS OR DAM AGE OF ANY NATURE OR KIND 
WHATSOEVER IK ANY .WAY. RESULTING, .FROM NONrOPERATOR'S ENTRY UPON, 
PRJ^ENCE^ON ORACTrtT^ EMPLOYEES AND REPRESENTATIVES 

VJ^VpN fittCqNTfacT AREA, LNCLUDING,- WITHOUT LIMITING THE GENERALITY OF 
THEFOREGOW INJURY ORDEATH AT'ANY TRIE RESULTING THERKiROM AJSp 
DAMAGE TOrPROPERTY- SUSTAINED BY THE NON-OPERATW'AOT'lT^ 
EMPLOYEES AND REPRESENTATIVES, EVEN IF SUCH 'LOSS OR DAMAGE RESULTS FROM 
OPERATOR'S NEGLIGENCE. ; ' 1 " ' " ' " 

•K. Covenants Running with Land/ Effect of Transfer.The terms, covenants, and conditions of this 
agreement shall be covenants running with the lands_coyered hereby and leasehold estates therein and 
with each transfer or assignment of said lands pr'leasehold estales. Any assignment, conveyance or other 
transfer of an Oil and Gas Lease or Oil and Gas Interest that is subject lo this agreement shall relieve the 
transferor from liability for the cost and expense of operations attributable to the transferred interest 
which arc conducted after the,effective date thereof; provided that, (he transferor shall remain liable for 
and shall cause to be paid its proportionate part of the cost and expense of all operations for which it was 
obligated to pay and were commenced prior to the actual transfer, except costs and expenses arising out 
of or directly related to a specific operation in winch the transferor elected (or was deemed to have 

"elected)*not 'to "participate pursuant to Article VI. From and after the effective date of the" said 
assignment, conveyance or other transfer, the transferee shall be deemed to be a party to this agreement, 
subject tr> the perform an ce of all obligations attributable to the transferred interest for all periods from 
and after the effective date of transfer. The assumption of liability by a transferee, pursuant to the 
foregoing, shall operate to terminate prospective liability of the transferring party1 for all periods 
subsequent to the later of the actual date of transfer or the effective date of transfer, bul shall in no event 
limit, diminish, or affect the direct and continuing liability of the transferring party.under this agreement 
and applicable law for all periods prior to such date. 

L. Relationship of Parlies. Except ns it relates (o handling of funds as specified in' Article V.D.4, the 
parties shall not be considered fiduciaries or.to have established a confidential relationship but rather'the 
parties shall be free to act on an arms-length basis in accordance with their own respective self-interests, 

M. Severability. In the event any provision contained herein should be deemed inconsistent with or 
conrraryjtd any Federal, State, or Municipal law, rule or regulation,'said provision shall be deemed to be 
modified to the extent required to comply with said law, rule or regulation and as so modified said 
provision in this Agreement shall continue in full force and effect without affecting the enforceability of 
the remaining provisions, duties, and liabihties set forth herein.' 

N. Superseding Language: . This Operating Agreement shall replace and supersede all Operating 
Agreements now in effect between all or any portion of the parries hereto covering the Contract Area. 

O- Conflicts: In (he event of a conflict between any provision of this Article XVI and other'provisions 
of this agreement, this Article XVI shall control and prevail. 

P. Health. Environment and Safety (HES, 
1.1 The Parties agree that, notwithstanding anything contained in this agreement to the 

contrary', Chevron has ihe right to, with- respect-to any operations conducted on the 
ContractArea: 3 , • 
(A) Access drilling, completion and production sites for periodic inspection; and 
(B) Call working interest owner meetings. 
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] 

2 

3 

4 

5 

6 

7 , 

,1 

9 

I 
10 

I I 

I 

12 

n 

14 

IS 

16 

17 I 

IN WITNESS WHEREOF, this agreement shall be effective as of the 17th 

"2014 ' 

day of _ January 

than those niaA; by strikethrough-anri'* ^tas^are-ciearly-rawgni liable ns changes in 
A*fiel« 

ATTEST OR WITNESS: 

NON-OPERATORS 

, have-bcen-roacic to the form. 

By 

By 

OPERATOR 
COC OPERATING LLC 

Mono D. Abies 
Type or print name 

Title Vice President of Land 

Date 

TaxIDorS.S. No. 

MARATHON OIL COMPANY 

19 

20 

21 

22 

23 

24 1 

25 

Type or print name 

Title 

Date 

Tax ID or S.S. No. 

EXXONMOBIL 

By 

26 Type or print name 

27 

28 

29 

30 

31 

Title 

Date 

TaxIDorS.S. No. 

FELIX A. FISHMAN AND HENRY SCHNEIDER, 
UNDER A TRUST INDENTURE BY LUCY C. 

3 2 MOSES, DATED 12/24/1958 

By 

34 Type or print name 

35 
Title 

36 
Date 

3 7 Tax ID or S.S. No. 
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HARVARD PETROLEUM CORPORATION 

A Type or print name 

5 

Tille 

Date 

By 

By 

By 

By 

TaxIDorS.S. No. 

J. PHELPS WHITE, IV 

Type or print name 

Title 

Date 

Tax ID or S.S. No. 

COMPOUND PROPERTIES, LLC 

Type or print name 

Title 

Dale 

Tax ID or S.S. No. 

CHEVRON U.S.A. INC. 

Type or prim name 

Title 

Date 

Taj; IDorS.S. No. 

LYNX PETROLEUM CONSULTANTS 

Type or print name 

Title 

Date 

Tax ID or S.S. No. 
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PROSPECTOR LLC 

_By 

4 Type or prinl name 

5 

By 

By 

By 

By 

Title 

Date 

Tax ID or S.S. No. 

BRIGHT HAWK / BURKARD VENTURE 

Type or print name 

Tit le 

Date 

Tax IDorS.S. No. 

FEATHERSTONE 
DEVELOPMENT CORPORATION 

Type or print name 

Title 

Date 

TaxIDorS.S. No. 

W.A. STOCKARD ESTATE 

Type or print name 

Title 

Date 

Tax ID or S i . No. 

JAMES I . RIDDLE ESTATE 

Type or print name 

Title 

Date 

Tax IDorS.S. No. 
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i 

2 AYCO ENERGY, LLC 

3 _: By 

4 

5 

By 

By 

By 

Type or print name 

Tirk 

Pate 

Taj ID or S.S. No. 

BIG THREE ENERGY GROUP LLC 

Type or print name 

Title 

Date 

Tax IDorS.S. No. 

BIG "6" DRILLING COMPANY 

Type or print name 

Title 

Date 

Tax IDorS.S. No. 

CHESTER B. BENCE, JR. 

Type or print name 

Title 

Date 

Tax ID or S.S. No. 

W.H.SMITH ESTATE 

Type or print name 

Title 

Date 

Tax ID or S.S. No. 
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I 

2 MICHAELSTONE 

3 ,< _• By 

4 

5 

14 

21 

22 

23 

24 
25 

26 

27 

2S 

29 

30 

31 

32 

33 

34 

35 

36 

37 

Type or print name 

Title 

Date 

Tax ID or S.S. No. 

JACK BURNETT 

By 

12 Type or print name 

13 
Tit le 

Date 

1 5 Tax ID or S.S. No. 

16 

H MARGUERITE B.GRIFFITH 

By 

19 Type or print name 

20 
Title 

Date 

Tax ID or S.S. No. 



A.A.P.L. FORM 610 - M O D E L F O R M OPERATING AGREEMENT - 1989 

1 ACKNOWLEDGMENTS 

2 Note: The following forms of acknowledgment are the short forms approved by the Uniform LEW on Notarial Acts. 

3 The validity and effect of these forms in any state will depend upon the statutes of that state. 

Individual acknowledgment: 

State of ) -

)ss. 

County of ) 

This instrument was acknowledged before me on 

I by 

County o f . 

This instrument was acknowledged before me on 

.by. 

of 

9 

10 

1 1 | (Seal, if any) 

U | Title (and Rank). 

13 | My commission expires:, 

14 

I j Acknowledgment in representative capacity: 

Stale of 

16 

17 

IS 

19 

20 
2 1 [ (Seal, i f any) 

2 2 | Title (and Rank). 

23 | My commission expires:. 

24 

25 

26 

27 

21 

29 

30 

31 

32 

33 

34 

35 

36 

37 

)ss. 
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EXHIBIT "A ; 

Attached to and made a part of that certain Operating Agreement dated 
January 17,2014, between COG Operating LLC, as Operator, and 

Marathon Oil Company, LP, et al, as Non-Operators, . 
covering lands'in Lea County, New Mexico. 

1. Description of lands subject to this Agreement: 

T-19-S. R-35-E. NMPM. Lea County. New Mexico: 
Section 6: E/2 SE/4 
Section 7: E/2 E/2 • ' 
240 acres, more or less ' 

.t 

2. Restrictions, if any, as to depths, formations or substances: 

Limited to depths below 10,330 feet 

3. Parties to this Agreement and percentages or fractional interests of each, with contact 
information for notice purposes: '•' 

WORKING INTEREST OWNERSHIP 

Working Interest Owners Working Interest 
COG Operating LLC 47.708334% (*), (**) 
600 W. Illinois Avenue 
Midland, Texas 79701 
Attn: Caleb Hopson 
Phone:(432)686-3049 
Fax: (432) 221-0856 
Email: chopson@concho.com 

Big "6" Drilling Company 0.390625% 
7500 San Felipe, Suite 250 
Houston, Texas 77063 

Featherstone Development Corporation 1.083333% 
P.O. Box 429 
Roswell, New Mexico 88202 

Prospector LLC 1.583333% 
P.O. Box 429 
Roswell, New Mexico 88202 

Big Three Energy Group LLC 0.666667% 
P.O. Box 429 
Roswell, New Mexico 88202 

Chevron U.S.A. Inc. 2.489913% 
Attention: Land Department 
P. O. Box 4538 
Houston, Texas 77210 

Harvard Petroleum Corporation 3.555165% 
200 E. 2 n d Street 
Roswell, New Mexico 88201-6212 

Marathon Oil Company 13.944403% (*) 
5555 San Felipe Rd. 
Houston, Texas 77056 

Compound Properties, LLC 2.505260% (**) 
P. O. Box 2990 
Ruidoso, New Mexico 88355-2990 
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Exhibit "A", continued 

J. Phelps \Virite,TV 
P. O. Box 1433 
Roswell, New Mexico 88202 

2.505260 (**) 

Chester B. Benge, Jr. 
7500 San Felipe St., Suite 250 
Houston, Texas 77063 

0.375755% 

Marguerite B. Griffith 
5416 Sugar Hill Drive 
Houston, Texas 77063 

0.000830% 

Michael Stone 
7500 San Felipe, Suite 250 
Houston, Texas 77063 

0.012208% 

Jack Burnett 
[983 Cash Road, Kouiitze, TX 776251 
[7500 San Felipe, Suite 250, Houston, TX 77063] 

VV.A. Stockard Estate 
[ZOOS Kirby Dr., Suite 510, Houston, TX 77019J 
[2001 Kirby Dr., Suite 605, Houston, TX 77019] 

W.H. Smith Estate 
c/o Rowena Reynolds 
1311 N. Rusk 
Wharton, Texas 77488 

0.001831% ; " 

1.041667% 

0.260417% 

Lynx Petroleum Consultants 2.083333% 
P.O.Box 1708 
Hobbs, New Mexico 88241 

Felix A. Fishman and Henry Schneider, S.333333% 
Under a Trust Indenture by Lucy G. Moses, 
Dated 12/24/1958 
c/o Deutsche Bank Tr Co 
P. O. Box 1297 
New York, New York 10008-1297 

Bright Hawk/Burkard Venture 1.145833% 
P.O. Box 79790 
Houston, Texas 77279 

AYCO Energy, LLC 0.937500% 
2909 Hillcroft Ave, Suite 103 
Houston, Texas 77057 

James I . Riddle Estate 1.041667% 
[c/o Jane A. Lancaster, 901 Main St., Suite 6000, Dallas, Texas 75202] 
18920 Cfaatsworth, Houston, Texas 770241 
[4246 GoodfeUovv, Dallas, Texas 75229J 

ExxonMobil 8.333333% 
P. O. Box 2024 
Houston, Texas 77252-2024 

(*) Subject to that certain Term Assignment referenced in Book 1777, Page 618, of the public records of 
Lea County, New Mexico. 

(**) Subject lo that certain Term Assignment recorded in Book 1777, Page 630, of the public records of 
Lea County, New Mexico. 
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Exhibit «A", continued 

Oil and gas leases subject to this Operating Agreement: 

Lessor: 
Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

Lessor: 
Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

.Virgil McKnight and his wife, Mary-Marguerite McKnight 
•'-.The Ohio Oil Company v ' * . . . 

April 24, 1958 *' 
Book 167, Page 89, Oil & Gas Records, Lea County,'New Mexico 
1/6 on oil and gas 
1M9-S,R-35-E 
Section 6: 
Insofar as said lease covers the E2SE 
Lea County, New Mexico 

Clarabel Owens 
The Ohio Oil Company 
April 24, 1958 
Book 167, Page 75, Oil & Gas Records, Lea County, New Mexico 
1 /6 on oil and gas 
T-19-S.R-35-E 
Section 6: 
Insofar as said lease covers the E2SE 
Section 7: 
Insofar as said lease covers the E2NE, NESE 
Lea County, New Mexico 

Lessor: Sam Owens 
Lessee: The Ohio Oil Company 
Dated: April 24, 1958 
Recorded: Book 167, Page 79, Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/6 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 6: 
Insofar as said lease covers the E2SE 
Section 7: 
Insofar as said lease covers the E2NE, NESE 1 

Lea County, New Mexico 

Lessor: Gene Dalmont and his wife, Annie Dalmont 
Lessee: The Ohio Oil Company 
Dated: April 26, 1958 " 
Recorded: Book 167, Page 85, Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/8 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 6: 
Insofar as said lease covers the E2SE 
Section 7: 
Insofar as said lease covers the E2NE, NESE' 
Lea County, New Mexico 

Lessor: Margaret A. Hooper Family Estate Trust, by and through Jerry L. 
Hooper, as Trustee 

Lessee: Featherstone Development Corporation 
Dated: July 10, 2011 
Recorded: Book 1736, Page 873, Lea County Records', New Mexico 
Royalty: 1/4 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 6: 
Insofar as said lease covers the E2SE 
Lea County, New Mexico 
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Lessor: Jeannine Hooper Byron, Trustee of the Jeannine Hooper Byron TT\J 
under Tnist Agreement.dated June 18; 2003. • - > 

Lessee: Featherstone Development Corporation 
Dated: July 10,2011 
Recorded: Book 1736, Page 901, Lea County Records, New Mexico 
Royalty: 1/4 on oil and gas 
Lands Covered: T-19-S, R:35-E , 

Section 6: 
Insofar as said lease covers the E2SE 
Lea County, New Mexico 

Lessor: Hooper & Sons, L.L.C. 
Lessee: Featherstone Development Corporation 
Dated: July 10, 2011 
Recorded: Book 1736, Page 905, Lea County Records, New Mexico 
Royalty: 1/4 on oil and gas 
Lands Covered: T-19-S.-R-35-E . 

Section 6: 
Insofar as said lease covers the E2SE 
Lea County, New Mexico 

Lessor: 
Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

Lessor: 

Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

Lessor: 
Lessee; 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

Hooper & Sons, L.L.C. 
Featherstone Development Corporation 
July 10, 2011' 
Book 1736, Page 908, Lea County Records, New Mexico 
1/4 on oil and gas 
T-19-S.R-35-E 
Section 7: 
Insofar.as said lease covers the E2NE 
Lea County, New Mexico 

The Jeannine Hooper Byron Trust, Trustee of the Jeannine Hooper 
Byron Trust under Trust Agreement dated June 18, 2003 
Featherstone Development Corporation 
July 10,2011 
Book 1736, Page 892, Lea County Records, New Mexico 
1/4 on oil and gas 
T-19-S,R-35-E 
Section 7: 
Insofar as said lease covers the E2NE 
Lea County, New Mexico 

The Margaret A. Hooper Family Estate Trust 
Featherstone Development Corporation 
July 10,2011 
Book 1736, Page 870, Lea County Records, New Mexico 
1/4 on oil and gas 
T-19-S,R-35-E 
Section 7: 
Insofar as said lease covers the E2NE 
Lea County, New Mexico •.; 

Lessor: Virgil McKnight and wife, Mary Margaret McKnight 
Lessee: The Ohio Oil Company 
Dated: April 24,1958 
Recorded: Book 167, Page 89 Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/6 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 
Insofar as said lease covers the E2NE, NESE 
Lea County, New Mexico 
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Lessor: 
Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

Lessor: 

Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 

Guy H. Hooper and wife, Mabel Hooper 
Humble Oil & Refining Company v 
September 14, 1963 
Book 224, Page 18 Oil & Gas Records, Lea County, New Mexico 
3/16 on oil and gas 
T-19-S, R-35-E 
Section 7: ' '•• 
Insofar as said lease covers the NESE 
Lea County, New Mexico 

The New Mexico Baptist Foundation, Inc., Trustee for New Mexico 
Baptist Children's Home, Inc. 
Featherstone Development Corporation 
November 9,2012 
Book 1817, Page 318 Lea County Records, New Mexico 
1/5 on oil and gas 
T-19-S,R-35-E 
Section 7: 
Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Katherine Jane Moore and Michael Joseph Paranay, Successor Co-
Trustees of the W. Austin and Jane Onley Danley Trust 

Lessee: Featherstone Development Corporation 
Dated: January 25, 2013 
Recorded: Book 1819, Page 982 Lea County Records, New Mexico 
Royalty: 1/5 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 
Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Karen Danley Abou-Sa'Ada, S&S 
Lessee: Featherstone Development Corporation 
Dated: January 25, 2013 
Recorded: Book 1819, Page 974 Lea County Records, New Mexico 
Royalty: 1/5 on oil and gas 
Lands Covered: T-l 9-S, R-35-E 

Section 7: 
Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Karen Danley Abou-Sa'Ada, Trustee of the Alonzo L. Danley Trust, 
dated 8/5/1991, as Restated and amended 11/16/1992 

Lessee: Featherstone Development Corporation 
Dated: January 25, 2013 
Recorded: Book 1819,Page978 Lea County Records, New Mexico 
Royalty: 1/5 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 
Insofar as said lease covers the SESE 
Lea County, New Mexico 
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Exhibit "A", continued . 

Douglas D. Pack 

Featherstone Development Corporation 
February 12, 2013 
Book 1823, Page 60 Lea County Records, New Mexi 
1/5 on oil and gas 
T-19-S.R-35-E 
Section?: . 
Insofar as said lease covers the SESE 
Lea County, New Mexico 

Burdens on production: 
As of record. 

END OF EXHIBIT " A " 

Lessor: 
Lessee: 
Dated: 
Recorded: 
Royalty: 
Lands Covered: 
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EXHJBJt'?A-2?:'" 

Attached'to and made aIpart̂ of tfiat?certaih Operating Agreement dated 
January 17,20j.4,;bety^een GOG OperatrnglLG/a and 

Marathon;Oil Company; LP, et al/is'Ndn^Operatorts), 
covering lands in Lea County, New Mexico. 

E/2 SE/4of Section-6, T19S-R35E, Lea County,-New Mexico, 
E/2 E/2 of Section 7, T19S-R35E, Lea County, New Mexico 
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END OF EXHIBIT "A-1" 
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EXHIBIT f'B'.' 

Attached to and made a part of that certain. Operating Agreement dated 
Jariua>y 17,201^, between'COG 

Marathon Oil Company, LP, et-at; as " ! ; 

covering lands in Lea County, New Mexico.' : ' 

THERE IS NO EXHIBIT "B" TO THIS OPERATING AGREEMENT. 
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EXHIBIT "C" 

Attached to and made a part of that certain Operating Agreement dated 
January lTjSOl^-bet^Ven'GOG'Ope^ 

MaratKon Oil Company,'LP^'et alga's Non-pperatprs, 
covering lands^m Lea Coun'^'i New, Mexico. 

ACCOUNTING PROCEDURE 

JOINT OPERATIONS 

I . GENERAL PROVISIONS 

ii> . , ; f • • - : . . • 

I. Definitions 

"Operating Agreement" shall mean the agreement ID which Ihe Accounting Procedure b attached. 

"Joint Propeny" shall mean the real and personal property subject lo the agreement to which this Accounting Procedure is attached. 

"Joint Operations" shall mean oil operations necessary or proper for ihe development, operation, prolcclian and maintenance of the Join 

Propeny. , 

"Joint Accour.i" shall mean lhc account showing the charges paid and credits received in the conduct ofthe Joint Operations and which are 

to be shared by the Parties. 

"Operator" shall mean Ihe party designated to conduct the Joint Operations. 

"Non^Dperators' shall mean the Forties lo this agreement other than the Operator. 

"Parties" shall mean Operator and Non-Operators. 

"First Level Supervisors" shall mean those employees whose primary function in Join! Operations is the direct supervision of other 

employees end/or contract labor directly employed on the Joint Property in a field operating capacity. 

Technical Employees" shall mean those employees having special and specific engineering, geological or other professional skills, and 

whose primary function In Joint Operations is Ihe handling of specific operating conditions and problems for the benefit ofthe Joint 

Propeny. 

"Personal Expenses" shall mean travel and other reasonable reimbursable expenses of Operator's employees. 

"Material" shall mean personal property, equipment or supplies acquired or held far use on the Joint Property. 

"Controllable Material'shall mean Material which at the time is so classified in the Materia! Classification Manual as 

most recently recommended by Ihe Council or Petroleum Accountants Soeielies. 

2. Statement and Bi l l ing; 

Operator shall bill Non-Operators on or before the last day or each month for their proportionate share ofthe Joint Account for the 

preceding month. Such bills wi l l be accompanied by statements which identify the authority for expenditure, lease or facility, end ell 

charges and credits summarized by appropriate classifications of investment and expense except (hat items of Controllable Material and 

unusual charges and credits shall be separately identified and fully described in detail. 

3. Advances and Payments by Non-Operators ' 

A. Unless otherwise provided for in the agreesiefil-Opc rating Agretmeat, the Operator may require the Non-Operators lo advance 

their share of estimated cash outlay for Ihe succeeding month's operation within fifteen (15) days after receipt of lhc billing or by the 

first day of the monlh for which the advance is required, whichever is later. Operator shall adjust each monthly billing to reflect 

advances received from ihe Non-Opera tors. . • •. • \ 

B. Each Non-Operator shall pay its proportion of nl! bills within fifleen (15) days after receipt. I f payment is not made within such 

lime, the unpaid balance shall bear interest monthly Et Ihe prime rata tn-efiecl a; •• E^nlccfArn^ 

Patta*' annualized US Treasury 3-raonlh discount rate on the first day o f the month in which delinquency occurs, plus 

\% or the maximum contract rat ; permitted by Ihe applicable usury laws in the stale in which Ihe Joint Property is located, 

whichever is the lesser, plus attorney's fees, court costs, and other costs in connection with the collection of unpaid amounts. 

4. Adjustments 

Payment ofany such bills shall not prejudice the right of any Non-Operator to protest or question the correctness thereof; 

provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shall 

conclusively be presumed lo be Irue and correct after twenty-four (24) months following Ihe end ofany such cklendar 

yeai, tnless_ within the said twenty-four (24) month period a Non-OperalDr lakes written exception thereto and makes 

claim on Operator for adjustment. No adjustment favorable lo Operator shall be made unless it is made within the same 

prescribed period. The provisions of this paragraph shall not prevent adjustments resulting from a physical inventory of 

Controllable Material as provided far in Section V. 

COPYRIGHT © 19S5 by the Council of Petroleum Accountants Societies. 
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5. Audit; 

A. - A Non-Operator, upon notice in writing lo Operator end ail other Non-Operators, shall have lh; right lo audit Operator's accounts and 

records relating lo the Joint Account for any calendar year, within the Iwcnly-four (24) month period following the end of such 
j'- = V!! ~-'T* t'- * i • '••* 1 • - -i • • i l " 'I"*"' i ' 

calendar year; provided, however, the making of an audit shal! not extend the lime for the wk ing of written exception to and the 

Edjustmcnts of accounts as provided for in Paragraph 4 of this Section I. Where there are two or more Non-Operators, the Non-

Operslors shall make every reasonable effort lo conduct a joint audi! in a manner which will result in a minimum of inconvenience 

la the Operator. Operator shall bear no portion ofthe Non-Operators'audit cost incurred under Ihis paragraph unless agreed to by the 

Operator. The audits shall not be conducted more than once each year without prior approval of Operator, except upon the resignation 

or removal ofthe Operator, and shall be made at the expense of those Non-Operators approving such audit 

B. The Operator shall reply in writing to an audit report within lEOdays afler receipt of such report. 

6. Approval By Non-Opera lors 

Where an approval or ctheT agreement ofthe Parties or Non-Operators is expressly required under other sections of this Accounting 

Procedure and ifthe BgreefaeiiHo which this AccouBtwg-Proctdufe-is-aHashed Operating Agreement contains no contrary provisions in 

regard therein. Operator shall notify all Non-Operators orthc Operator's proposal, and the Agreement or approval of a majority in interest 

Dfthe Non-Operators shall be controlling on all Non-Operators, L 

l l . DIRECT CHARGES 

Operator shall charge the Joint Account with (he fallowing items'. 

t . Ecological and Environmental 

Costs incurred Coi the benefit ofthe Joint Property as a result of EovtrnnicnVal or regulatoryrequirements to satis fy environmental 

considerations applicable to the Joint Operations. Such costs may include surveys of an ecological or archaeological nature and pollution 

conliol procedures as required by applicable law and regulations. . •• 

1. Rentals and Royalties 

Lease rentals and royalties paid by Operator for the Joint Operations. 

3. Labor 

A. ( i) Salaries and wages of Operator's field employees directly employed on the Joint Property in the conduct of Joint Operations, 

(2) Salaries ofFirs! level Supervisors in Ihe field, 

(3) Salaries and wages of Technical Employees directly em ployed on the Joint Property if such charges are excluded from 

Ihe overhead rales. ' ' 

(4) Salaries and wages of Technical Employees either temporarily or permanently assigned to and directly employed in Ihe 

operation or the Joint Properly if such charges ere excluded from lhc overhead rates. 

B. Operator's cost of holiday, vacation; sickness and disability bene II is and other customary allowances paid lo employees whose 

salaries end wages are charg=2ble tn Ihe Joint Account under Paragraph 3A of this Section II. Such costs under Ihis Paragraph 38 

may be charged enn "when and as paid basis" or by "percentage assessment" on the amount of salaries and wages chargeable to lhc 

Joint Account undeT Paragraph 3A of this Section II. If percentage assessment is used, Ihe rate shall be based on the Operator's cost 

experience. 

C. Expenditures or tontrihulions made pursuant to assessments imposed by governmental authority which are applicable lo Operator's 

costs chargeable lo the Joint Account under Paragraphs 3A and 3B of this Seclion 11. ' 

D. Pereonal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under Paragraphs 3 A and 3Bof 

Ihis Seclicr, 11. 

4. Employee Benefits 

Operator's current costs or established plans for employees' group life insurance, hospitalization, pension, retirement, stock purchase, thrift, 

bonus, and ether benefit clans of a like nature, applicable lo Operator's labor cost chargeable to the Joint Account under Paragraphs 3 A oral 

3B of this Section Ii shall be Operator's ectual cost not lo exceed the percent most recently recommended by the Council ofPelroIcum 

Accountants Societies. 
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5. Material 

Material purchased or furnished by Operalor for use on the Jcinl Property as provided Undo Section IV. Only Such Material shall be 

purchased for or transferred lo the Joint Property as nay be required for immediate use and is teasonably practical and consistent with 

efficient and economical operations. The accumulation of surplus slocks shall be avoided. 1 ' '~ 

6. Transportation 

Transportation ofcmployecs and Material necessary Tor Ihe Joint Operations but subject lo the fallowing limitations: 

A. If Material is moved lo the Joint Property from the Operator's warehouse or other proper!iej, no charge shall be made to the Joint 

Account for a distance greater than Ihe distance from the nearest reliable supply stare where tike material is normally available or 

railway receiving point nearest the Joint Property unless agreed to by the Parlies. 

B. ITsurplus Material is moved to Operator's warehouse or other storage point, no charge shall be made to the Joint Account Tor a 

distance greater than the distance to the nearest reliable supply store where like material is normally available, or railway receiving 

point nearest the Joint Property unless agreed toby ihe Parties. No charge shall be made lo the Joint Account for moving Material tn 

other properties belonging lo Operator, unless agreed lo by the Parties. 

C. In Ihe application of subparagraphs A and B above, the option lo equalize or charge actual trucking cost is available when Ihe actual 

charge is J4Q0 or less excluding accessorial charges. The 1400 will be adjusted id Ihe amount most recently recommended by the 

Council of Petroleum Accountants Societies. 

7. Services 

The cost of contract services, equipment and utilities provided by outside sources, except services excluded by Paragraph 10 of Section II 

and Paragraph i, ti, end iii, of Section III. The cost of professional consultant services and contract services of technical personnel directly 

engaged on (he Joint Property i f such charges arc excluded from the overhead rates. The cost of professional consultant services or contract 

services ofiechnlcal personnel not directly engaged on the Joint Property shall not be charged to Ihe Joint Account unless previously agreed 

to by lhc Parties. 

8. Equipment and Facilities Furnished By Operator 

- -. A. Operator shall charge the Join! Account for use of Operator owned equipment and facilities ot rates commensurate with costs of 

ownership and operation. Such tales shall include costs of maintenance, repairs, other operating expense, insurance, lixes, 

depreciation, and interest on gross investment less accumulated depreciation nol lo exceed ten percent ( 10,0%) 

per nnnum. Such rales shall not exceed average commercial rates currently prevailing in the immediate area oflhe Joint Property, 

B. In lieu or charges in Paragraph BA above. Operator may elect to use average commercial rales prevailing in Ihe immediate area or 

(he Joint Property less 20%. For automotive equipment. Operator may eleci to use rates published by the Petroleum Motor 

Transport Association. 

9. Damages and Losses to Joint Property 

All costs or expenses necessary for the repair or replacement of Joint Property made necessary because of damages or losses incurred by 

fire, flood, EiOnn, Ihefl, accident, or other cause, except those resulting from Operator's gross negligence or willful misconduct. Operator 

shall furnish Non-Operator written notice of damages or losses incurred as soon as practicable slier a report thereof has been received by 

Operator. ' 

ID. Legal Expense 

Expense of hand ling, investigating and settling litigation or claims, discharging of liens, payment ofjudgments and amounts paid Tor 

settlement ofclaims incurred in or resulting from operations under the agreement Operating Agreement or necessary ID protect or recover 

the Joint Property, except that no charge for services or Operator's legal staff or fees or expense of outside attorneys shall be made unless 

previously agreed to by the Parties. All other legal expense is considered 10 be covered by Ihe overhead provisions ofSection III unless 

otherwise agreed lo by the Parlies, except as provided in Section I, Paragraph 3. 

U. TUCJ 

All taxes of every kind and nature assessed or levied upon or in connection with Ihe Joint Property, the operation thereof, or ihe production 

therefrom, and which taxes have been paid by lhc Operator for the benefit of the Parties. If ihe ad valorem taxes are based in whole or in 

part upon separate valuations of each party's working interest, Ihen notwithstanding anything lo the contrary herein, charges to the Joint 

Account shall be made and paid by the Parlies hereto in accordance with the lax value generated by each party's working interest. 
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12. Insurance 

Mel premiums paid for insut^eiequited to be carried Car the Joint Operaticns for the prelection aClitc Parties, In the event Joint 

Operations ore conducted in a state in which Operator may act as self-insurer for Worker's Compensation and/or Employers Liability under 

Ihe respective state's laws, Operator may, ot its election, include the risk under its self-insurance program and in that event. Operator shall 

include a charge al Operator's cost not to exceed manual rates. 

13. Abandonment and Reclamation 

Costs incurred For atrandotimem of the Joint Property, including costs rapirtd by governmental or other icgulawry EuihorAy. 

M. Communications . • . * 

Cost or acquiring, leasing, installing, operating, repairingand maintaining communication systems, including radio and microwave facilities 

directly serving the Join! Property. In the event communication facilities/systems serving the Joint Properly are Operator owned, charges to 

Ihe Joint Account shall be made as provided in Paragraph 8 of this Section'II. 

15, Other Expenditures 

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III and which is of direct benefit 

to the Joint Property and ts incurred by the Operator tn the necessary and peeper conductor the Joint Operalions. 

111. OVERHEAD 

I . Overhead - Drilling and Producing Opera (ion b 

i . As compensation for administrative, supervision, a (lice services and warehousing costs, Operator shall charge drilling and 

producing operations on either: 

( 3t )FiXedRalcBasis,ParagraphlA,or 

( ) Percentage Basis, Paragraph Ii) 

Unless otherwise agreed lo by the Parlies, such charge shall be in lieu ofcosts and expenses of oil offices and salaries or wages plus 

applicable burdens and expenses of all personnel, excep! those directly chargeable under Paiasrajih 3A, Section U. The cost end 

expense or services from outside sources in connection with matters of taxation, traffic, accounting or mailers before or involving 

governmental agencies shall be considered os included in lhc overhead rates provided for in thcabovesclecied Paragraph of ihis 

Section III unless such cost and expensearc agreed toby (lie Ponies as a direct charge lo ihe Joint Account. 

ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultant services and 

contract services oftechnical personnel directly employed on the Joint Property: 

( ) shall be covered by the overhead rales, or 

( X ) shall not be covered by the overhead rates. 

i i i . The salaries, wag=s and Personal Expenses of Technical Employees and/or costs or professional consultant services and 

contract services of technical personnel either temporarily or permanently assigned to and directly employed in the operation of 

lhc Joint Property: 

( X ) shall be covered by ihe overhead rates, or 

( ) shall not be covered by the overhead rates. 

A. Overhead- Fixed Rat: Basis 

(1) Operator shall charge the Join! Account at the folic™ ing rates per well per month: 

Drilling Well Rate 57,000.00 

(Prorated for less than a fiill month) 

ftoducing Well Rate i 1700.00 

(2) Application of Overhead - Fixed Rate Basis shall be as fallows-

(a) Drilling Well Raic 

(1} Charges Tor drilling wells shall begin on Ihe da:e Ihe well is spudded and terminate on ihe date ihe drilling rig, 

tomptaionrig,c* other units iised in c^pltticw of the well is released, uhiehever is later, except shal no charge 

shall be made during suspension of drilling or completion operations for (Ween (15) or more consecutive calendar 

days. 

(2) Charges for wells undergoingnny type cf workover or recompletion for o period of five (5) consecutive work days 

or more shall be made at Ihe drilling well rate. Such charges shall be applied for Ihe period from date workover 

operations, with rig or other uniis used in workover, commence through date of rig or other unit release, except lhat 

nD charge shall be made during suspension of operalions for fifteen {151 or more tonseculive calendar days. 
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(b) Producing Well Rales 

(1) An active well cither produced or injected into for eny portion of ihe month sliall be considered as 

B one-well charge for the entire month. 

(2) Each active completion in a multi-completed well in which production is nol commingled down 

hole shall be considered as n one-well charge providing each completion is considered a separate 

well by the governing regulatory authority. . -

(3) An inactive gas well shut in because of overproduction or failure of purchaser I o lake Ihe 

production shall be considered as a one-well charge providing lhc gas well is directly connected lo 

a permanent sates outlet. 

(4) A one-well charge shall be made for Ihe month in which plugging and abandonmenl operations 

are completed on any well. This cne-wcll charge shall be made whether or nol the well has 

produced except when drilling well rate applies. 

(5) All olher inactive wells (including but not limited to inactive wells covered by unit allowable, lease 

allowable, transferred allowable, etc.) shall nol qualify for an overhead charge. 

(3) The well rates shall be adjusted as of ihe first dayofApr i l each year following the effective date ofthe egtgmenHs-wtikh-this 

3;et-miling-PtocedWis-BHached Operating Agreement The adjustment shall be computed by multiplying the'rale currently 

in use by Ihe percentage increase or decrease in the average waakly-eamin 

tsg-the-iaa-caleBdor-i'tar compare&W-lhgtale 

Ihe-equivaIret^Bfladiaa-iBow-as-published by Saiis:ics-GaEada r£j-£pp1'ear)l'1 recommended bv COPAS each year. The 

adjusted rates shall be Ihe rates currently in use, plus or minus the computed adjustment. 

B. Overhead - Percentage Basis 

(+}—Operaler-shaH-charge-tha Jo in l -Aeeoun l -a fo l l ow ing rates; 

(aj—PavatopHwnt 

— Pntcci; f j ' j ) c{ ih^esH>Mtv^6pm6i i t -o!Ak^4siRi^!oet i l ' , exclusiveoFcasts 

(bj—Opera liftg 

inclusive of cos ID provided 

ondary under ParagraphsJ ond' lOof SectiBn-ltreH-salirBgB CieditsHhe-vatua 

reeo very- and-aH-taxes-and Bssassmer^s-wr^hraro-laviedrCCsassal' and-paid-upon-th e-mineral inleresl^iveacUp-the-Jeint 

»licatiert-6f-GvoFh«ad—I^rsentaga-Rasis -fo!lBW5i 

Fcr the purposa-o^awr^imng-dargts-OB-a-percEntase basis under-Paragraplr-lE 

a^-esa-m-c-onnwtion with drilling, redrilling;-deepeningr-of-any reme&ai-opeFaiions on-any or all wells 

drillins-riffflnd-craw capable ordri l l ing lo lha prtxJ-ari3g4?itervaloit lh« Joiat-Prepeflyi clso.-preliminary expenditures nesessaFy 

ir^ffeparation for drill ing ond expenditures iiTgHgtd-Uicbandcning when the wfllHs-not-compleied as-^r^HeWraBd-original 

EQsl-c-f«otifliw«tKW-of-iiisUtlation-oHi^ed e j s«s r t i » 

fix-d-asseVexcept-MajOf-Constnicl H (4afinod in Paragraph 3 of this shall be sidsedc 

Overhead-Major Construction ' 

To compensate Opcralor Tor overhead cosls incurred in the construction and installation off ixed assets, the expansion of fixed assets, and 

any other project clearly discernible as a fixed asset required for the develop men 1 ond operation ofthe Joint Property, Operator shall either 

negotiate a rale prior to the beginning of construction, or shall charge the Joint Account for overhead based on Ihe following rales for any 

Major Construction prpjecl in excess o f ! 25.000.00 -•• : * 

A. S % o f first SIOO,000 or total cost i f less,'plus 

B. 3 'A of costs in excess or S100,000 but less than S1,000,000, plus 

C. 2 % orcosts in excess orSI.000,000. 



Total cos! shall mean the gross cost ofany use project. For Ihe puiposeoElhispiriipiph, thecoma 

shall not be treated separately and the ccsl of drilling and workover wells end artificial lift equipment shall be excluded. 

3. Catastrophe Overhead 

To compensate Operator for overhead costs incurred in Ihe event of expenditures resulting from a single occurrence due lo oil spill, 

hlowout, explosion, fire, storm, hurricane, or other catastrophes as agreed to by the Parties, which are necessary to restore the Joint 

Property to the equivalent condition that existed prior to the event causing Ihe expenditures, Operator shall either negotiate a rale 

prior to charging the Joint Account or shall charge the Joint Account for overhead based o'n the following rales: 

A. 5 % of total costs through SI0O.00O; plus 

B. 1 %of total costs in excess of S 100.000 but less than SI,000,000; plus 

C. . 2 'A of total costs in excess of S1,000,000. 

Expenditures subject lo the overheads above will not be reduced by msuranec recoveries, and no other overhead provisions of this 

Section HI shall apply. 

4. Amendment of Rates 

The overhead rales provided for in this Section lil may be amended from time to time only by mutual agreement between the 

Parties hereto i f in practice, the rates are found lo be insufficient or excessive. 

IV. PRICING OF JOINT ACCOUNT >UTGR1AL PURCHASES, TRANSFERS AND DISPOSITIONS 

Operator is responsible for Joittl Account Materia! anil shall make ptopeiand timely charges and ctediis for all Material movements aitccling 

the Joint Property. Operator shallprovide all Material for use nn lhc Joint Propeny; however, ot Operator's option, such Material maybe 

supplied by the Non-Opcrator. Operator shall make timely disposition of idle and/or surplus Material, such disposal being made cither through 

_sajetr> Operator or Non-Operator, division in kind, or sale to outsiders. Operator may purchase, but shall be under no obligation to purchase, 

interest of Non-Operators in surplus condition A or B Material. The disposal of surplus Controllable Material not purchased by Ihe Operator 

shall be agreed to by the Parlies. 

1. Purchases 

Material purchased shall be charged al the price paid by Operator c fie r deduction ofall discounts received. In case of Material 

found to be defective or relumed to vendor for nny other reasons, credit shall be passed to the Joint Account when adjustment has 

been received by lhc Operator. 

2. Transfers and Dispositions 

Material furnished lo the Joint Properly and Material transferred from Ihe Joint Property or disposed or by Ihe Operator, unless 

otherwise agreed toby the Parties, shall be priced on the following basis exclusive o[cash disccumts-

A_ Hew Material (Condition A) 

New Material including tubular goods, shall be priced at the New Price in elTect on date ormovement. "'• 

f 1|—Tubulaf-Oaods-Qlher thaH-kmg-Pipe 

(a)—Tubtikir-geeds, siad a-^insrte^D-and-largBFr^x^gi-lisi^p^ pfic«J-ai-&i5t«rfi tnill-gtfelfeheii 

-carload basi Fricefretfgctive^s^tdMe-oPjnavgifien^i^^ test-using Ihe-gO f̂i&pgtfRd-cariead 

weight basis-^C-'.e^il^^wwm^siftHieatest t>.fr)oh^-fe-pWy-fa-t^*vfo^shed rail rxKE-fct-tebab.* 

Eoads-exu:i.-ir the SO.0CO pound rait-rakwuoi oiTerw -̂lho 70,000 pound or 90)000 peond rail rate ray bo used. 

{&)—Fo^gades-whiciw^spegiBJ-tB-ene^niB-enly, pricoj-sfeil! bc-semp uteri at tha mBI-Base-oEdiai m&ples 

iransporiatian cod f^rn that mill la the milwayrec<iwfl^poiHirBear<MHhBjBifll Property ae-p rev-id ed 

a bova-in Paragraph-3:A.(4j{a}'-FoH ransp6ttalion-aos;-ffom points c4h^HaH^iasier^rTwll5rJhe-30^S^^ 

state-truriffaw^hall be used. 



(ti—Special end finish tubulsf-f^ods ska!I be-pricei-as-fee loivesl published cut ofriocW price, f-db. Hauslon, 

•pwblisiwd «ui of cloeli prieas Ho.br 

(3j—Une-Pipe 

(a)—Unepipg rwvemer.tef'^aeE&Ka 21 inch 

shaK-tie-prised-under-

d-over)-30-,0GQ-p«Lin&-<>f-meffl 

a-fpewded-ebovDj Freight 

-4Han40rSeO n B- {esctpt-sia»3-1 inch-OD)-

pounds shell-be pffee^t-Ea5lerrMnii^rjfefle4-c^ plus 30 

pefMRlf plus transportation-costs bascd-ea-tfeighHates as-set-fonh undafrprovislons-ahubuW^aofepririns-ia 

P^graph MlXa)as-pre*4ded-Bbc^ 

e;-&\d4ih^h-waB-End-laffier shall be prised f.o.b. Î I»̂ »î -̂ef-mâ l̂ f̂â •iuFe•â  

ciCTHHww-puBfehed prices plus transportation erst lo Ihe raHway receivingftaif^t-wafeM-the-^ra-PtoiMrty, 

(e)—U nspipej-i RE felted price-lials shall be priced 

etiycf-Bt-price&agread-lo by ihe 

ed-at-the currerH-new-priEeHn 

B. Good Used Malarial (Condition B) 

Considered (o be material in sound and serviceable condilion and suitable Tor reuse without reconditioning, however, 

the cost ofany reconditioning shall be absorbed by the transferring property. 

1. Condilion B Material moved to Ihe Joint Property al seventy-five percent (73%) of New Price. 

2. Condition B Material moved from the Joint Property: 

(i) At seventy-five percent (75%) ofNew Price ifMatcrial was originally for theJoinl Account as New Material; 

or 

(ii) At sixty-five percent (6554) of New Price iTMaterial was originally for theJoinl Account as good used 

Material ol seventy-five pcrcenl (75%) of new Price 

wea&e-cenditien and suitable for i 'ithout recandiiisniflgi 

%) of curreni-neiv-jjricerra detarmined-bV' Paragraph A, 

{»}—A*-6Bv«Bly-five-percent (75%) of current new price, as dalerrainid by Paragraph A r i ̂ Material-

criginally charged lo the Jcinl Account as-new-Matcria'-or 

iph • A j 4 f Material was 

(*)—Material ncl used on and moved from trieJeinI-Properly 

A.- 5e^fity-five-percer,; p5!i) of current new price as determined by Poragraph-Ar 

Tha cast of rac ond it ioning,-4f-3ny.-shall he absorbed by iha uansfamng-propeayr 

C. Other Used Material {Conditions C, D and E) 

I - Condition C Material is material which is not ui sound and serviceable condition and not suitable for its 

original function until aller reconditioning and shall be priced et fifty percent (J0"/S) ofcuncnl new price 

as determined by Paragraph A. The cost ofreconditioning shall be charged lo Ihe receiving properly; provided 

Condition C value plus cost of reconditioning does not exceed Condition B value. 

2. Condilion D Material shall be priced at a value commensurate with its use or at prevailing prices. 

3. Condition E Material shall be priced at salvage value 



m Cefidiliofi-C 

Maimial which-is-net-in sound or.dsi^icaib^-eo^itioa-ind net-suitable for lo-wignal-AiHCtiBn until oiler 

fwoadiiionins sbaH-be pricpd-at-fifiypercEnr-f^O^i) of current-now prien ta determined by Paragraph A. The cos; 

t^ewwikieitfiie^llbe-chaigai In lhc receiving prjpetiyr^wvideAConditiwC value pha-cssie'" 

resort ditioniric docs not exceed Cerditlcn B-vajue? 

normal')' used by Operairjr'vfitheui-prigr'appri 

(a)—gBafla^ubingT-c-t-driH-pip&^aJ a: linn pipe-shailbe-psced os-Grad* A-and-B-sear; 

comparablc-siga-and weighti-Used essing.-lubingo^rill-p^iiiili^r^^ 

line îpe-prtoes.-

(b)—£asing,-1ubing-ordriH-pipe uged-as hî ho? prascufa-sarvieg4ines4hart-slafidgrd-liHB-pipo, t gt power oil 

4)Rest-shellbVfJriceii4iM'gf-^rmal pricing procedures for-tasingi tubing^ or driH-pipe.-Upsei lobular gecds 

(J)—Qendiinn-E 

Junlt sttaH-ba priged-a^prevailirrg-pfkesreperatcr may dispose of Condirian-ii-Maie rat-H^ei^pfoeedtires 

rmnally uiiliaceVby Operator witheta-prisr approval ofMcn- Operators, 

B.—QbsolettMaiefial 

Ma!erialwiikh-i5s«tMe*iWo BseNstfcle fi»-te-cri;ir.a'. fcnstior.-WcsndUian-ar.aYoi valufrstwrfvV.ateiial-iii not 

a*uiv3teal to that whfch-weuld-justify a-price ajprovided-ahe-vB-may be Specially prieed-as-ogreed-ir̂ by-tiie-Pafties: 

Sneh-priee shtmld result-ifl^htjginWiwsuRVheffig^harEed wi&ft»-vaUie-4?î e.s«VT&Brendered-by-SBC'.r Malarial. 

Is Pricing Conditions 

m—fcoading-OF- un laadiHg-cwls-nTay-be-cfia ŝd-lo Ihofoint Affeourit-tH-the-rate sttwenty-fi vaceHt s-{25̂ 4-pef 

iwndtad-weighton-all-l tabular goods movcmentSi-ifi-i ieu-ef-s Eiuat̂ aading-OF-Hnleading-coltii sustaineaVat-iha 

64echingi>c4Bh-Thga pova^at̂ ^5t̂ -be-adjasied-a5^f4he-fiE!- day-ojViafil-eaah-ygar-faHow iflg-Jafluary-li-tggj 

hy-thawm*peKeatag^aewase OF dasreisa u:id4a^i^veihea4<eAe^rtSgcW^UlrPgra§^P^ LM^Baek 

yeiF[4}»-[a ts-eelcu lat«d-sha ii^'!^BaniedA->^']^^x&u^-t-B^4^raiUie^t^t-in efTect-until-the-fHjt-day-eT7 

Apri l-ne.'H-yea Fi^6b-rats^hal^be^K^';hed-raciiiW4iy-lfle^ 

(3) • -Materiaj-invetWng-ewtfon costs sh^!l-b«cj^gd^!-app!ieiibl&peitentaeo of thflcurFeai-fcfl«l;gd-drjwn 

prica of new Material; 

3. Premium Prices 

Whenever Material is not readily obtainable a: published or listed prices because of notional emergencies, strikes or other unusual 

causes over which the Operator has no control, the Operator may charge the Joint Account for Ihe required Material al the 

Operator's actual cost incurred in providing such Material, in making it suitable For use, Hnd in moving it to theJoinl Property; 

provided nolice in writing is furnished to Non-Operators of Ihe proposed charge prior to billing Non-Operaiors for such Material. 

Each Non-Operator shall have the right, by so electing and notifying Operator within ten days oiler receiving notice from Operator, 

to furnish in kind all or pun orhis share of such Material suitable for use and acceptable to Operator. 

4. Warranty of Material Furnished By Operator 

Operator does nol warrant the Material furnished. In case of defecrive Material, credit shall not be passed to the Joint Account until 

adjustment has been received by Operator from the manufacturers or their agents. 

V. INVENTORIES 

The Operator shall maintain detailed records of Controllable Material. 

I . Periodic Inventories, Notice and Representation 

At reasonable intervals, inventories shall be taken by Operator of The Joint Account Controllable Material. Written notice oF 

intention lo lake in venlory shall be given by Operator at least thirty (30) days before any inventory is to begin so that Non-

Operators maybe represented when any inventory is taken. Failure of Non-Operators I o be represented at an inventory shall bind 

Non-Operators to accept Ihe inventory lakefl by Operator. 

2. Reconciliation and Adjustment oF Inventories 



Adjustments to theJoinl Account resulting from the reconciliationof a physical inventory shall be made within six months 

following lhc taking of the inventory. Inventory adjustments shall be made by Operator to the Joint Account for overages and 

shortages, but. Operator shall be held accountable only for shortages due lo lack of reasonable diligence. 

3. Special Inventories , ' 

. . '.r_ f i ' - ' 

Special inventories may betaken whenever there is any sale, change of interest, OT change of Operator in the Joint Properly. It shall 

be the duty ofthe party selling to notify at! other Parties cs quickly as possible slier Ihe transfer of interest talcs place In such 

cases, both the seller end the purchaser shall be governed by such inventory. Incases involving a change of Operator, ell Parties 

shall be governed by such inventory. 

4. Expense of Conducting Inventories 

A. The expense o f conducting periodic in ven lories shall not be charged to the Joini Account unless agreed loby Ihe Parties. 

C. The expense of conducting special inventories shall be charged to the Parties requesting such inventories, except inventories 

required due lo change of Operator shall be charged to the Joint Account. • • 

V I . MISCELLANEOUS PROVISIONS 

The following, notwithstanding anything herein lo the contrary, shall be made a part of and Included In these Accounting Procedures. 

1. In the event Non-Operator Is required under any applicable provision of (he Operating Agreement or under Art icle 1(3) of 

the Accoontlng Procedure, to advance or prepay fonds for operations ID which it has consented, any'discount offered by 

Vendors selling to ihe Joint Account and actually received by Operator dur ing and applicable to such prepay situation shall 

be credited pro rata by Operator to Noo-Opcralor. 

2. Any volume discounts or ipcclal rebates which arc credited to the Operator by vendors selling to Ihe Joint Account shall be 

a credit to the Joint Aeconnt when received by lhc Operator. • ' ' 

3. i n Ihe event Operator plans (o we his own equipment for any operations hereunder, or the equipment of nny subsidiary, 

parent company o r l ister company,' Operator agrees that lire charge to the Joint Account for the use of snch equipment 

shal] be equal to the competitive market price Tor the n i t of similar equipment. ' * 

4. In (he event Operator plans to purchase good! and/or services for lhc Joint Account from bis own subsidiaries, parent 

company or sister company, such goods and services shall be competitively priced. 

5. Wi th in one hundred twenty (120) days after close of operalions on any well dr i l led hereunder, any unused or salvaged 

tubular ; shall be credited to the Joint Account, oITcrcd proportionately to the Non-Operators " i n - k i nd " or sold to a th i rd 

party with a credit being rellecled on the Joint Account. ' ' 

6. Operator agrees lo acquire any tubular goods obtained for the Joint Account at competitive market price. I f Operator 

wished to use tubular goods f rom I t ; own in ven lory, o r the inventory ofany subsidiary, parent company or sister company, 

such tubulars shall be charged to the Joint Account n l prices which arc equal to or lower titan competitive market price. In 

no event shall Operator charge theJoinl Account for material transfers from its own Inventory at mil l price when mi l l price 

is in excess of competitive market price. 

- 10-



EXHIBIT "P" 

Attached to and made a part of that certain Operating Agreement dated 
January 17,2014, between COG Operating LLC, as Operator, and 

Marathon Oil Company, LP, et al, as Non-Operators, 
covering lands in Lea County, New Mexico. 

INSURANCE REQUIREMENTS 

At all times while operations are .conducted under this Agreement, Operator shall carry for the 

benefit of all parties hereto, insurance of the types and in the amounts set forth below. Premiums for 

such insurance shall be an expense of the joint account. 

(A} WORKERS COMPENSATION INSURANCE as required by the laws of the state in which operations 
. 1 

will be conducted and EMPLOYER'S LIABILITY INSURANCE with a limit of not less than $1,000,000. 

(B) GENERAL UABILITY INSURANCE with a limit of not less .than $1,000,000 per occurrence for 

bodily injury or property damage, sudden and accidental-pollution, and a general aggregate limit of 

$2,000,000. 

(CJ AUTOMOBILE LIABILITY INSURANCE covering all owned, hired and non-owned automobiles with 

a combined single limit of not less than $1,000,000 for bodily injury or property damage. 

(D) EXCESS LIABILITY with a limit that the Operator deems appropriate, from time to time, but not 

less than $10,000,000. 

(E) OPERATOR'S EXTRA EXPENSE/CONTROL OF WELL INSURANCE with a limit for ' this insurance 

varying based on the Authorization for Expenditure for each well drilled hereunder, but not less than 

$5,000,000 per occurrence including Cost to bring Well Under Control, Cost to Re-drill, Pollution and 

Cleanup. 

Excluding Workers Compensation Insurance, Non-Operators will be named as an Additional Insured 

on the insurance referenced above and this insurance will be primary to or non-contributory with, other 

insurance issued directly to the Non-Operators. For more particular details as to the above coverages, 

deductibles and specific exclusions, please refer to insurance certificates or notify our office about 

specific information requests. 

Non-Operators agrees the limits and coverage carried by Operator are adequate. Such coverages 

and limits may change or be unavailable from time to time. Operator does not guarantee their 

continuance but wil l endeavor to provide such coverage and limits at a reasonable cost. 

No other insurance will be purchased for the joint account without the consent of the parities 

hereto. Any party, individually, may procure and maintain at its own cost and expense, such other 

insurance as it deems proper to protect it against claims and such shall inure to the benefit of such 

party. 

Notwithstanding anything contained herein to the contrary. Chevron U.S.A. Inc. and its affiliates may 

elect to self-insure the limits set forth in Sections (B), (C), (0) and (E) above. In such event of self-

insurance, Chevron U.S.A. Inc. and its affiliates will provide the other parties to this Agreement wi th a 

letter of self-insurance. Additionally, if Chevron U.S.A. Inc. and its affiliates elect to self-insure, the 

Operator shall not charge Chevron U.S.A. Inc. and its affiliates for any premiums paid for insurance other 

than the Workers' Compensation Insurance provided for in Section (A) above and any such charges for 

Workers' Compensation Insurance shall be charged in accordance with Exhibit "C". 
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1 NOTES InstructionsForUscof GasBalancing • . ' . . - -

2 Agrcerncnl MUST be reviewed before finalizing 

3 this document. . 

4 

5 --

6 • • 
7 & . . " EXHIBIT " £ " 

B GAS BALANCING AGREEMENT ("AGREEMENT") 

9 ATTACHED TO AT$D MADE PART OF THAT CERTAIN 

10 OPERATING AGREEMENT DATED - January 17.2014 : 

11 BV AND BETWEEN COG Operating LLC . Operator ; 

U AND _ Marathon Oil Company. LP. ct al. as Non-Operators J- '•> ' '("OPERATING AGREEMENT") 

13 RELATING TO THE E/2 SE/4 of Stetinn 6 and E/2 E/2 ofSectinn 7. Township 19 South. Rnnflc35 East • AREA, 

14 Lea COUNTY/PARISH. STATE OF New Mciicn " " [ . 

15 

16 I . DEFINITIONS 

17 The following definitions shall apply to this Agreement: 

IE 1.01 "Arm's Length Agreement" shall mean nny gas sales agreement with nn unaffiliated purchaser or any gas sales 

19 agreement with nn affiliated purchaser where the sales price and delivery conditions' 'under such agreemenl ore 

20 representative of prices • ond delivery conditions existing under other similar agreements in the area between 

21 unaffiliated parties nt the same lime for natural gas of comparable quality and quantity. 

22 1 .02 "Balancing Area" shall mean (select one): 

23 0 each well subject to the Operating Agreemenl that produces Gas or is allocated a share of Gas production. If a 

24 single well is completed in two or more producing intervals, each producing interval from which ihe Gas 

25 production is not commingled in the wellbore shall be considered a separate well. 

29 B—oil pFlh&ac-reagtHmd^^hs^bje^e^he-OpemtinE-AEregtnsnL '-

27 • • 

28 - ; 

29 

30 ; Z 

31 1.03 "Full Share or Current Production* sliall mean the Percentage Interest of each Party in the Gas actually produced 

32 from Ihe Balancing Area during each month. 

33 1.04 "Gas" shall mean all hydrocarbons produced or producible from the Balancing Area, 'whether from a well classified 

34 as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may be made 

35 available for sale or separate disposition by the Parties, excluding oil, condensate and other liquids recovered by 

36 field equipment operated for the joint account. "Gas" docs nol include gas used in joint operations, such ns for fuel, 

37 recycling or reinjeclion, or which is vented or lost prior to its sale or delivery from the Balancing Area, 

38 1.05 "Makeup Gas" sliall mean nny Gas (aken by an Underproduced Party from the Balancing Area in excess of its Full 

39 Share of Current Production, whether pursuant lo Section 3.3 or Section 4.1 hereof. 

40 1.06 "Mcf shall mean one thousand cubic feel, A cubic fool of Gas shall mean the volume of gas contained in one cubic 

41 fool or space at a standard pressure base and at a standard temperature base 

42 1.07 "MMBtu" shall mean one million British Thermal Units. A British Thermal Unit shall mean (he quanlity of heat 

43 required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at a 

44 constant pressure of 14.73 pounds per square inch absolute. 

45 1 .OS "Operator" shall mean the .individual or entity designated under the terms of the Operating Agreement or, in Ihe 

46 event .this Agreement is not employed in connection with an operating agreement, the individual or entity 

47 designattdas theoperalorofthe weltfs) located in the Balancing Area. • 

48 1.09 "Ovcjproduced Party", .shall mean any Party -having taken a greater quantity of Gas from the Balancing Area than 

49 'he; Percentage interest of such Party in the cumulative quantity of all Gas produced Tram the Balancing Area. 

50 1.10 "Overproduction" shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest in 
51 'he cumulative quantity of nil Gas produced from the Balancing Area. 

52 1.11 "Party" shall mean those individuals or entities subject to this Agreement, and their respective heirs, successors, 
53 transferees and assigns. 

54 1.12 "Percentage Interest" shall mean the percentage or decimal interest of each Party in the Gas produced from lite 

55 Balancing Area pursuant to the Operating Agreement covering Ihe Balancing Area. 

56 1.13 "Royalty" shall mean payments on production of Gas from the Balancing Area to nil owners of royalties, overriding 

57 royalties, production payments or similar interests. 

58 1.14 "Underproduced Party" shall mean any Party having taken a lesser quanlity of Gas from the Balancing Area than 

59 the Percentage Interest of such Party in the cumubh'veqtantity of all Gas produced from the Balancing Area. 

60 1.15 "Underproduction" shall mean the deficiency between the cumulative quanlity of Gas taken by a Party and its 

fi I Percentage Interest in Ihe cumulalive quantity of all Gas "produced from Ihe Balancing Area. 

63 4 r 4 ^ ^ (Optional) "V/intefrPOT^ • ' - in-stm 

63 calendar year end the month's) of - . . . i n the succeediBF-calen^H'caiv 

64 2. BALANCING AREA 

65 2.! If tliis Agreement 'covers more than one Balancing Area, it shal! be applied as i f each Balancing Area were covered 

66 by separate but identical agreements. Ail balancing hereunder sliall be on the basis of Gas (aken from the Balancing Area 

67 measured in (Alternative 1) 0 Mefs e*(A4temntivc-3>-E3-MMBai5. 

68 2.2 In tlie event that all or part of Ihe Gas deliverable from a Balancing Area is or becomes subject ID one or mote 

69 maximum lawful prices, any Gas not' subject to price controls shall be considered as produced from a single Balancing Area 
70 nnd Gas subject Io each maximum lawful price category shall be considered produced from a separate Balancing Area. 

71 3. RICHT OF PARTIES TO TAICE GAS 

72 3.1 Each Party desiring to lake Gas will notify the Operator, or cause the Operator lo be notified, of the volumes 

73 nominaied, Ihe name of the transporting pipeline and the pipeline contract number (if ovaitable) and meter sl3lion relating 

74 to such delivery, sufficiently in advance for the Operator, acting with reasonable diligence, to meet all nomination nnd other 

- I -
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J but intlo event will advance notice of less than thirrv (30) davs lie deemed sufficient for Operator to meet such requirements •-

1 requirements/. Operator is aulhomed to deliver Ins volumes so nominated end comirmed (if confirmation IS" required) to the 

2 transporting pipeline in accordance with the terms of this Agreement. ' ' • 

3 3.2 Each Party shall make a reasonable, good faith effort to lake its Full Share of Current Production each monfh, to the 

4 extent that such production is required lo maintain leases in effect, to protect the producing capacity of a well or reservoir, Io 

5 preserve correlative rights, or to maintain Oil production. 

6 3.3 When a Party fails for any reason to take its Full Share of Current Production (as such Share may be reduced by Ihe 

7 right of the other Parties ID make up for Underproduction as provided herein), tlie other Parties shall be entitled to lake any 

K Gas which such Party fails to lake. To !the .'extent practicable, such Gas shall be made available initially 10 each Underproduced 

9 Party in the proportion that its Percentage ' Interest in the Balancing Area, bears to the total Percentage Interests of EII 

10 Underproduced Parties desiring to take such Gas. If all such Gas is not taken by the Underproduced Parties, the portion not 

11 taken shall then be made available, to the other Parties in the proportion that their "respective Percentage Interests in Ihe 

12 Balancing Area beat to the total Percentage Interests of such Parties. . ' . . > • v • 

13 3.4 All Gas taken by a Party ,in accordance. with the . provisions of Ihis Agreement, 'regardless of whether such Parry is 

14 underproduced or overproduced, shall be regarued' as Gas "taken for its own account with title thereto being in such taking 

15 Party. 

16 3.5 Notwithstanding the provisions of Section 3.3 hereof, no Overproduced Party shall be entitled in any month to lake any 

17 Gas in excess of three liundred percent (300%) of its Percentage Interest or the Balancing Area's then-current Maximum 

IE Monthly Availability; provided, however, that this limitation shall not apply' to tlie extent that it would preclude production 

19 lhat is required to maintain leases in effect, to protect Ihe producing capacity of a well or reservoir, to preserve correlative 

20 rights, or lo maintain oil production. "Maximum Monthly Availability" shall ' mean the maximum average monthly rate of 

21 production at which Gas can be delivered from the Balancing Area, as 'determined by the Operator, considering, the maximum 

22 efficient well rate for each well within Ihe Balancing Area, the maximum allowable's) set by the appropriate regulatory agency, 

21 mode cf operation, production facility capabilities End pipeline pressures. 

24 3.6 In Ihe event thai a Party fails In make arrangements to lake its Full Share of Current Production required to be 

25 produced to maintain leases in rffecl, to protect the producing capacity of a well or' reservoir, ID preserve correlative rights, or 

26 to maintain oil produciion, the Operator may sell any part of such Party's" Full Share of Current Production thai such Party Tails 

27 lo lake for the sccoun! oF such Party and render to such Party, on a current basis, Ihe fiill proceeds of the sale, less any 

23 reasonable maffeetisg, compression, treating, gathering or transportation costs . incurred directly in connection with the sale of 

29 such Full Share of Current Production. In making the sale contemplaled herein, the Operator shall be obligated only to obtain 

30 such price and conditions for the sale as arc reasonable under the circumstances and sliall not be obligated to share any of its 

31 markets. Any such sale by Operator under the terms hereof shall' be only for such reasonable periods of time as are consistent 

32 with the minimum needs of the industry under the particular circumstances, bul • in no event for a period 'in ' excess of one 

33 year. No I withstanding the provisions of Article 3.4 hereof. Gas SDU by Operator for n Party under Ihe provisions hereof shall 

34 be deemed W be Gas taken for the account of such Party. 

35 4. IN-KIND BALANCING 

30 4.1 Effective thefirst day ofany calendar month following at least thirty \ ( 3Q ) days1 prior 

37 written nolice to ihe Operator, any Underproduced Party may begin taking, in addition lo its Full Share of Current 

3S Production and any Makeup Gas taken pursuant to Section -3.3 of this Agreement, a share of current production determined 

35 by multiplying twenty-five percent f 25 %) of the Full Shares of Current Production of all Overproduced Parties by 

40 a fraction, the numerator of which is tlie Percentage Interest of such Underproduced Party and - the denominator of which 

41 is the total of the Percentage Interests of all Underproduced Parties desiring lo take Makeup Gas. I n . n o event. will an 

43 Overproduced Party be required to provide more than twenty-five • percent f - 25 %) of its Full Share of Current 

43 Production .for Makeup pas. The Operator will promptly notify nil Overproduced Parties of ' the election of un Underproduced 

44 Party to begin taking Makeup Gas. The election of an Underproduced party to commence taking makeup gas under the provisions of this paragraph 

4: shall remain (n effect until such Underproduced party given Operator thirty (30) days' notice of its election, to cease taking tnakt: up gas, or until 

4l surh party's underproduction is eliminated, wbi eh ever occurs first. Io the event on Underproduced party provides notice to Operator of its intent 

4" to cease taking makeup gas, such Unutrprooucvu party shall not thereafter be allowed to request rnaUrnp gas again until two £)Vivoths from the 

41 last day or the month in which (hey last look makeup gas- This section docs not apply to permanent overproduction situations, flcaic sec Section 

49 43 regarding situations where an Overproduced Party has produced all oflts shared lhc ultimately recoverable reserves In the Balancing Area. 

50 

5 

5: 

5. 

5' 

5: 

5t| 

5 

58 

59 

60 

61 

43—B —(Optional Searona!—(limitation—ea—Mafceop Qntiwi—1)—Notwithstanding . tha . provKions . of—Set t twi——the 

average -monthly amount—of Makeup—GBS—taken by on- Underproduced—pa;^—during—the—Vfyssr— Period -poFSuanfr-^o—Seetien—44 

- • • -• - — — f — ViBBntl^-n.-nedialalv-prgced ing Ihe-Wi nter-PerioA 

-43—B —(6??*6HB1-——Seasonal—Limitation—oi>—f*4aheap Option—3)—^withstanding—the—provisions -of—Section—4r 

Qvetpredusad Party will be-rafflired lo-prsvide-more-than - - ' - — ' — - • pedant f - -%)o£itsfuH-Steire 

4.3 £3 (Optinnal) Notwithstanding nny oilier provision of this Agreemenl, at such time and for so -.long as Operator, or 

(insofar ns concerns production by ihe Operator) any Underproduced Party, determines in good faith thai an Overproduced 

Party has produced all of its share or Ihe 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 eny Underproduced.. Party, up Io 

j , one hundred percent ( 100 %) of such Overproduced Party's Full Share of Current Produciion. 

5. STATEMENT OF GAS BALANCES ' ' 

63 

64 

65 

^ Current Production, (2) Ihe total volume of Gas actually taken or sold for each Party's account, (3) the difference between 

^ the volume taken by each Party and lhat Party's Full Share of Current Production, (4) Ihe Overproduction or 

^ Underproduction of each Party, and (5) other data as recommended by Ihe provisions of the Council of Petroleum 

^ Accounlants Societies Bulletin No,24, os amended 'or supplemented hereafter. Each _ Parry taking Gas will promptly provide Io 

^ the Operator any data required by the Operator for preparation oFthe sta'temfinls required hereunder. 

^ 52 If any Parry fails to provide the data required herein for .four (4) cotueculive production months, the Operator, or 

^ where the Operator lias failed to provide data, another; Patty, may audit the production and Gas sales and transportation 

^ volumes 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 

-2-

5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis of the volumes oT Gas that each 

Party is entitled Io receive and the volumes of Oas actually taken or sold for each Party's account. Within forty-five (45) days 

after the month of production,' the Operator will fumislt a statement for such month showing (1) each Parry's Full Share of 
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will be charged to the account of lhc Party failing to provide the required data. 

' fi. PAYMENTS ON PRODUCTION 

^ 6.1 .Each Party taking Gas .shall :pay Dr cause ID be paid all production and severance taxes due on all volumes of Gas 

' ncruallyiakenbysuchParty. . . . 

j 62 13 (Alternative 1 - Entitlements) Each Parry shall pay or cause to be paid all Royalty due with respect to " Royalty 

6 ' • 
7 _ . 
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owners to whom it is accountable as ir such Parry were taking its Full Share or Current Production, arid only its Full Share of 

Current Production. 

6.2.1 E (Optional - Far use only with Section 6.2 - Alternative I •• - Entitlement) Upon written request of a Party 

taking less than its Full Share of Current Production in a given month ("Current Underproduccr"), any Party taking more than 

its Full Share of Current Production in such month ("Current Overproducer") will pay to such Current Underproduccr an 

amount each month equal lo the Royalty percentage of the proceeds received by the Current Overproducer for that portion of 

the Current Underproduced Full Share of Current Production taken by Ihe Current Overproduce^ provided, however, that 

such payment will not exceed the Royalty percentage that is common to all Royalty burdens in the Balancing Area. Payments 

made pursuant to this Section 6.2,1 will be deemed payments to the Underproduced Party's Royally owners for purposes of 

Section 7.5. 

fe— B—(AJWHKHi* 

<vher̂ 4i-is-accQuntsbla based an ths volutae-of Ga 

6.3 In (he even! lhat eny governmental authority requires that Royally payments be made on any other basis than that 

provided for in this Section 6, each Patty agrees to make such Royalty payments accordingly, commencing on the effective date 

required by such governmental authority, and ihe method provided for herein shall be thereby superseded. 

7. CASH SETTLEMENTS 

7.1 Upon the earlier of Ihe plugging and abandonmenl of lhc last producing interval in lhc Balancing Area, the termination 

of the Operating Agreement or any pooling or unit agreement covering the Balancing Area, or at any time no Gas is taken 

from the Balancing Area for a period of twelve (12) consecutive months, any Party may give written notice calling for cash 

settlement of (he Gas production imbalances among the Parties. Such notice sliall be given to all Parties in the Balancing Area. 

12 Within sixty (60) days after the notice calling for cash settlement under Section 7.1, the Operator will distribute to each 

Party a Final Gas Settlement Statement detailing the quantity of Overproduction owed by each Overproduced Party to each 

~ j Underproduced Parly—and—idealising—the—rnenih—«——sash—Gwer^roduetiBfl—is—aimb»ie& pursuant ID the methodology 

set out in Section 7.4. 

7.3 E (Alternative I - Direct Party-to-Party Settlement) Within sixty (60) days after receipt of tire Final Gas Settlement 

Statement, each Overproduced Party will pay to each Underproduced Patty entitled to settlement the appropriate cash 

settlement, accompanied by appropriate accounting detail. AI the time of payment, the Overproduced Party will notify the 

Operator of the Gas imbalance settled by the Overproduced Party's payment. 

73 0 (Alternative 2 - Settlement Through Operator) Within sixty (60) days after receipt of Ihe Final Gas Settlement 

Statement, each Overproduced Parry will send its cash settlement, accocnpaitiec! by appropriate accounting detail, to the 

Operator. Tire Operator will distribute the monies so received, along with any settlement owed by ihe Operator as an 

Overproduced Party, to each Underproduced Party to whom settlement is due within ninety (90) days after issuance of the 

Final Gas Settlement Statement. In Ihe event that any Overproduced Party fails to pay any settlement due hereunder, the 

Operator may turn over responsibility for the collection of such settlement to (lie Parry (o whom it is owed, ond the Operator 

will have no further responsibility with regard to sucli settlement. 

7rH-B —(Optiofia 1 For— ase—«nly—with—SeEtiert —7.3,--Alternaliw—3 SeltWillenI—^WIRHI^It— Operator) —Any Parly—shaIi—have 

fe^-rig&—a*—aay—time—wpon -S5;tlements—due—sush 

PafSy—fBf—Overproduction—bs—paid—d i redly—to —sueti—P-afiy-—by-—the—Ovefpred used— Pa rtyi—rather—tha n—lieisg—pais.—through—t ha 

O p e r a t e s — 1 f t — t h e — o v e r r i — l i s t — a n — © W F p r o d u s e d — f f i r t ^ — U n d e f p F a d t t e e d — P a s y — a t — a n y — I mm 

after—Shi riy (30) days -felIowiag-'thrj..-feoeipt—of—llie—notice—provided far here in,—the Overpredtised—Patty—AviH—eofiijaae-io—be—i iabJ a 

Io-sis lA?a4=^f^6er!fer^^r4y*u uced-Pa r^r 

7.4 £3 (Alternative I - Historical Sales Basis) The Emount or the cash settlement will be based on ihe proceed; 

rcceiverj by the Overproduced Party under an Arm's Length Agreement for the Gas taken from time to time by the 

Overproduced Party in excess or the Overproduced Party's Full Share of Current Production. Any Makeup Gas taken by the 

Underproduced Parry prior lo monetary settlement hereunder will be applied to offset Overproduction chronologically in Ihe 

order of accrual. 

7T4—B—(AJtercBiive—2 Most—Recent—S*ks—Basis)—Tfee—amount—of—the—cash—settlement—wHl—be—based—or—&s—froeeeds 

received—fey—the—Ovet̂ fsduaed—PaKy—under—en—Arm's Length—Agreement—for—Ihe—volume—of—Gas—that—asnstifeted -Qveiprodustiea 

by—fee—Overproduced—PaSy—fraffl—the—Ba lancing—Are*—-Far the—pu=>e5e—r>f—iflip!efa«Hling—Ihe— cash—setdenjeat—previsieR—ef—the 

SeelsBft—3;—SK—Overproduced—Party—will—noS—fee—eenssdsfed-—le- have—prodaced—any—of—on—ynderpTsdueed—Pafiy ŝ—snare—of Gas—until 

the—Overproduced' Patiy lias—produced—cum HlaliveEy- a l l -o f its Porajmage—1 niersst—share—of-—I he—Ga s- • u 11 ima t ely— prod used—from—the 

Bala nekig-Araai 

7.5 The values used for calculating the cash settlement under Section 7.4 will include nil proceeds received for the sale of the 

Gas by the Overproduced Party calculated at the Balancing Area, after deducting any production or severance taxes paid and any 

Royalty actually paid by Ihe Overproduced Party lo an Underproduced Party's Royalty owncr(s), to the extent said payments 

amounted to a discharge of said Underproduced Party's Royalty obligation, as well as any reasonable marketing, compression, 

treating, gathering or transportation costs incurred directly in connection with the sale orthe Overproduction. 

7.5.1 0 (Optional - For Valuation 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 

residue gas and liquid hydrocarbons extracted at a gas processing plant, the values used for calculating cash settlement will 

include proceeds received by the Overproduced Parry for both tlie liquid hydrocarbons and the residue gas attributable to the 

Overproduction. 

tlement ut-the prices-• received by the OvetfFBduwd—Party—fee—tlie—sale of the residua gas 

CAtfgcted foci Lhe-Qveipajduerien. 

7.5,20 (Optional - Valuation far Processed Gas - Option 2) For Overproduction processed for the account of the 

Overproduced Party at a gas processing plant for the extraction of liquid 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 

Ihe Overproduction, less lhc actual reasonable costs incurred by the Overproduced Party Io process Ihe Overproduction and to 

transport, fractionate and handle the liquid hydrocarbons extracted therefrom prior to sale. 

7.6 To the ex lent the Overproduced Party did not sell all Overproduction under an Arm's Length Agreement, the cash 

settlement will be based on the weighted average price received by the Overproduced Parly for any gas sold from ihe 

24 

25 

26 

27 

2a 
29 

30 

31 

32 

33 

34 

35 

3t 

3 

3 

3' 

4(1 

A 

42 

43 

44 

45 

46 

4 

41 

4 

5t 

5 

5: 

53 

54 

55 

56 

57 

53 

59 

60 

61 

62 

6: 

& 
6. 

6< 

6' 

68 

69 

70 

71 

72 

73 

74 

- 4 -



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

^ Bakmcing Area under Aim's ..Length .Agreements during the-imonths to which : s u r A ; i O v b p reduction • is attributed. ' ; t n t h e ' event 

^ that no sales under Arm's Length Agreements were made. during any such month, the cash'*'settlement for such month w i l l be 

^ based on the spot sales prices published for the applicable geographic -area ' during such' 5 month" in ' •a , * inutual ly acceptable' pricing 

hulletin. . - . . . . • • t - >-•: -< • .-. i • ' 

^ 7.7 Interest compounded at the rate o f twelve - .v. percent f 17 ••• % ) per annum of' lhe 'rriiuiimum lawful 

5 ' " ' F 1 ^ 1 . ^Pb'cable, to tlie Balancing Area, whichever is less, w i l l ^accrue for" all amounts -due ' t inder Section ' 7 j beginning 

7 ^ I 5 " A n j l f 0 ' ! 0 ^ ^ % date-payment is -due pursuant to Section 7 3 . Such ' interest-shall be '• obme"""by the'-'Operator or any 

g Oveijraduced Party in the ,proportion.. that ^their . respective delays ' beyond - the deadlines • set out" -in ''Sections 1 2 'and 7.3 

^ contr ioutedtothcnccruajof iheintcrcst . - . • ; - , >:•• t.. ' "' ' • 

10 • ? " ' ' ™ ° r ' ' , e s e l l l , e m e n [ J^qu.'red by Section 7.3, on Overproduced Party may deliver to the Underproduced Party 

H ? n 9.tf E r. ;

l Q ~ e r " . e i.ts i Overproduction in-kind .and at such rates, quantities,'' ' !limes and sources 'as may be agreed* upon by the 

n Underprodnced Party._ I f the , Patties are unable . t o . agree upon -the manner < in which such *' in-kind 'settlement.' gas w i l l be 

13 f ™ £ ' " " ^ ! " ^ l i . V ? * t J ' * 6 0 * ^ a ? c r l n E Overproduced Party's offer to settle in ' - ' k ind , which period may be' extended by 

14 a £ T E C n " f n l ° f said Parties, the Overproduced Party shall make a cash settlement as provided "in Section -7.3 . " 'The m a k i n g ^ o f an 

^ in-kind settlement ofTer under this Section 7.S .wi l l not delay Ihe accrual o f interest oh -the cash "senlexnen't should the Parties 

^ fail to reach agreement on on in-kind settlement. . , • ' 

| 7

 7 - 9 E3 (Opt ional - For Balaaclng Areas Subject to Federal Price Regulat ion) That portion o f any monies coYlectfi "by en 

U Overproduced Party for Overproduction which is subject to refund by orders - o f the 'Federa l 'Energy" Regulatory Commission or 

19 governmental authority nay be withheld by the Overproduced Party unt i l such prices : are ful ly ' 'approved by such 

20 £ 0 V=rnmentaL authority, unless the .Underproduced Party furnishes " 'a corporate undertaking, acceptable ' to the Overproduced 

2 j Party, agreeing to , hold the Overproduced Party harmless from financial •' loss due i o ' refund orders ' by such governmental 

^ authority. • „ i ' 

^ 7.10 E3 (Opt ional - In te r im Cash Balancing) At nny time during the term of this Agreement, any Overproduced Party 

^ may, in its sole discretion, make cash*; setllcmeril(s) with .the Underproduced Parties covering all D r ' p a r t o f its outstanding Gas 

25 , , i n * a . l a n f : . e ' provided that such settlements must be made with all Underproduced Parties praportiona'tely' based ' on the relative 

^ imbalances of the Underproduced Parties, .and provided further -that such settlements may not"" be made more often than once 

2 7

 l w c n l y - f o u r (24) months. Such settlements >will be calculated in Ihe same" mariner provided above' far f inal' cash 

^ settlements. The Overproduced Party w i l l provide Operator a detailed accounting o f any such' cash settlement wi th in thirty (30) 

days after the settlement is made, ' ' ' 

8. TESTING , . * • 
30 

3 | Notwithstanding any provision . o f this Agreemenl to the contrary, any Party shall have the right, from l ime to time, to 

3 2 Produ=e ond, * a k c up to one hundred percent ( !00%) o f a well's entire Gas stream lo meet ' the Jeasonable deliverability test(s) 

' 3 3 " r g q " ' f C d ' L ' y ' S U 9 1 ' falTy'~-'Ga~-PUTCn'i~er' m d the- r igh t (o ' lake any Makeup Gas shall be subord ina te" lo ' i he right o f any Party to 

conduct such, tests; provided, however, lhat such tests ' s h a l l - b e conducted in accordance'"with prudent operating practices only 

3 ^ & f l c r tMr iy j ( _ _ 30 • ) days' prior written notice to the Operator and sliall last no longer than 

J scvci i lv-two ( 72 1 hours. 

9. OPERATING COSTS 
37 . 

Nothing in Ihis Agreement shall change 1 or affect any Party's obligation to pay its proportionate share o f all costs and 

3 g liabilities incurred in operations on or in • connection with the Balancing Area, as its share" -thereof is set forth in the Operating 

Agreement, irrespective o f whether any .Party is al any l ime selling and using Gas or whether' such sales or use are in 
proportion to its Percentage Interest in the Balancing Area. 

10. LIQUIDS' 
42 

^ The Parties shall share proportionately in and own all l iquid hydrocatbons recovered 'with Gas by field equipment operated 

for the jo in t account in accordance with their Percentage Interests in the Balancing Area, 

< 3 I I . A U D I T R I G H T S 

^ Notwithstanding any provision in this Agreement or any other agreement between the Parties hereto, and further 

notwithstanding .any termination or cancellation of. this Agreement, for n period o f two (2) years f rom the end o r the calendar 

4 a

 i n w h i c h H r | y informalion to be furnished under Section 5 or 7 hereof is supplied, any Party' 'shall have the 7 right to audit 

^ the records o f any oilier Party regarding quantity, including but not lirnited to information regarding Btu-contenL 

5 Q ^ Underproduced. Party shall have Ihe r i g h t - f o r a period o r two (2) years from the end o f the 'calendar yeaT in which any 

^ cash settlement is .received pursuant to Section 7 to oudi l the records o f any Overproduced Party as to all matters concerning 

s 2 .values, including but not l im i ted- , io information regarding prices and disposition o f Gas froth the Balancing Area. Any such 

s 3 audit shall be .conducted ot the ..expense of the Party or Parties desiring such audit, and shall be 'conducted, alter reasonable 

5 4 " d i c e , during norma! business hours in the off ice o r the Party whose records are being audited. Each Party hereto agrees to 

maintain records as .to the volumes and prices o f . Gas sold each month and the volumes o f Gas used in its' own operalions, 

along wi th the Royalty paid on any such Gas used by a Parry in its own operations. The audit rights provided' for in 'this 

Section 11 shall be tn addition to those provided for in Section 5 2 orth is Agreement. 
12. MISCELLANEOUS •, ; -r. 

58 " • -
^ 12.1 As between the Parties, in the event o r any conflict between the provisions o f this" Agreement and the provisions o r 

fio any gas sales contract, or in the event o f any conflict between the provisions o f this Agreement ond the provisions o f the 

Operating Agreement, Ihe provisions o f this Agreement shall govern. 

^ 12.2 Each Parry agrees to defend, indemnify and hold harmless nil other Parties from and against any and all l iabil i ty for 

^ any claims, which may be asserted by any third party which now or hereafter stands in a contractual relalionship wid i such 

^ indemnifying Party and which arise out o f Ihe operation of . this Agreement or any activities o f such indemnifying Party under 

the provisions o r this Agreemenl, and does further agree to save the other Parties harmless from all judgments or damages 

sustained and costs incurred in connection therewith. 
DO 

^ 12.3 Except as otherwise provided in this Agreement, Operator is authorized to administer the provisions o r ihis 

Agreement, but shall have no liability to the other Parties for losses sustained or l iabil i ty incurred which arise oul o r or in 

^ connection wi th the performance o f Operator's duties hereunder, except such as may result from Operator's gross negligence or 

7 Q w i l l fu l misconduct. Operator shall not be liable to any Underproduced Party for the failure o r any Overproduced Party, (other 

^ than Operator) to pay any amounts owed pursuant to the terms hereof 

12.4 This Agreement shall remain in ful l force and effect Tor as long as Ifie Operating Agreement shall remain in force and 

^ effect as to the Balancing Area, and thereafter until the Gas accounts between the Parties are settled in fu l l , nnd shall inure to 

^ the benefit o f and be binding upon the Parties hereto, and their respective heirs, successors, legal representatives 

- 5 -
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( and assigns, i f any. The Parties hereto agree ID give notice of the existence of Ihis Agreement lo any successor in "interest of 

^ any such Party and to,,provide lhat any. such successor shall be bound by this Agreement, and shall further make any transfer of 

~ any interest subject to the Operating Agreement, or any pail thereof, nlso subject to the terms of this Agreement. 

^ 12.5 Unless the context clearly indicates otherwise, words used in the singular include tlie plural, the plural includes the 

^ singular, and tlie neuter gender includes the masculine arid the feminine. 

^ 12.6 In the event that any, "Optional" provision of this Agreement is not adopted by the Parties to this Agreement by a 

^ typed, printed or handwritten indication, such provision shall not form a pa" of this Agreement, and no inference shall be 

^ made concerning Ihe intent of Ihe Parties in such -event. In the event thai any "Alternative" provision of this Agreement is no: 

^ so adopted by the Parties, Alternative I in each such instance shall be deemed to have been cdopted by the Parlies 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 Alternative 

^ ^ is selected: (i) an election to include said Optional provision shall not be effective unless the Alternative in question is selected; 

[ 2 ar.d (ii) tlie election to include said Optional provision .must > be expressly indicated hereon, it being understood lhat the 

^ selection of an Alternative either expressly or by default as provided herein sliall not, in and of itself,' constitute an election to 

^ include an associated Optional provision. i ' • 

^ 12,7 This Agreement shall bind the Parties in accordance with the provisions hereof, nnd nothing herein shall be construed 

^ or interpreted as creating any rights in any person or entity not a signatory hereto, or as being a stipulation in favor of any 

such person or entity. 

Ig '2.8 If contemporaneously with this Agreement, becoming effective, or thereafter, any Party requests that any other Party 

1^ execute an appropriate memorandum or nolice 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 nolice sliall be duly executed by the Party to which such 

^ request is made and delivered promptly thereafter to the Party making Ihe request. Upon receipt, the Party making Ihe request 

^ shall cause Ihe roemoranduni or r.oiice to be duly recorded in the appropriate real property or other records affecting the 

Balancing Area. 

12.9 In the event Internal Revenue Service regulations require a uniform method of computing taxable income by 

2 
Parties, each Party agrees to compute and report income to the Internal Revenue Service (wlect—omJ^B-

Uking jls-Full^lia«hM)f—Currest—Produstion -daring-each relevant—l&t—pea&i-in—neeerdance • witb-r,uch regulaiionSi—insofar—as-same 

rakte . 13 _ ealiilemeni—method—Sx -ctaapatatioaa;—or S2 based on the quantity of Gas taken for its account in accordance with 

such regulations, insofar as same relate to sales method lax compulations. 

^ 13. ASSIGNMENT AND RIGHTS UPON ASSIGNMENT 

^ 13.1 Subject io the provisions of Sections [32 (if elected) and 13.3 hereof, and notwithslanding anything in this Agreement 

^ or in the Operating Agreemenl to the contrary, i f any Parly assigns (including any sale, exchange or other transfer) any of its 

^ working interest in the Balancing Area when such Party is an Underproduced or Overproduced Parry, the assignment or other 

^ jjcl^of^..transfer shall, insofar, as the Parties hereto arc concerned, include all interest of the assigning or transferring Party in the 

^ Gas, all rights to receive or obligations to provide or take Makeup Gas and all rights to receive or obligations to make any 

^ monetary payment which may ultimately be doe hereunder, ns applicable. Operator and each of the other Parties hereto shall 

^ thereafter (real lhc assignment accordingly, and the assigning or transferring Party shall look solely to its assignee or other 

^ transferee for any interest in the Gas or monetary payment tliat such Party may have or to which it may be entitled, ond shall 

^ cause its assignee or other transferee lo assume its obligations hereunder. 

39 13.2 D (Optional - Cash Settlement Upon Assignment) Notwithstanding anything in this Agreement (including but not 

^ limited to the provisions or Section 13.1 hereof) or in the Operating Agreement lo the contrary, and subject to the provisions 

^ of Section 13.3 hereof, in the event an Overproduced Party intends to sell, assign, exchange or otherwise' transrer any or its 

^ interest in a Balancing Area, such Overproduced Parly shall notify in writing the oilier working interest owners who ore 

j Parlies hereto in such Ualanring Area of such fact at least thirty ( 30 ) days prior lo closing the 

^ transaction. Thereafter. any Underproduced Party may deinand ; front such Overproduced Party in writing, within 

fifteen ( !5 ) days after receipt of Ihe Overproduced Party's notice, a cash settlement of its 

^ Underproduction from the Balancing Area. Tlie Operalor shall be notified or any such demand end of any cash senlement 
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pursuant to this Section 13, and the Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash 

settlement pursuant to this Section 13 shall be paid by the Overproduced Party on or before the earlier to occur (i) of sixty (60) 

days alter receipt of the .Underproduced Party's demand or (ii) at ihe closing of the transaction in which "•the Overproduced 

Party sells, assigns, exchanges or otherwise transfers its interest in a Balancing Area on the same basis as otherwise set forth in 

Sections 7.3 through 7.6 hereof, and shall bear interest al lhc rate set forth in Section 7.7 hereof beginning sixty (60) days 

after the Overproduced Party's sale, assignment, cxcliange or transfer of its interest in tlie Balancing Area for any amounts not 

paid. Provided, however, i f any Underprcduced Parry does not so demand such cash settlement nf its Underproduction from the 

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 Underproduction in accordance 

with the provisions orSection 13.1 hereof . 

13.3 The provisions of this Section 13 shall not be applicable in the event any Party mortgages its interest or disposes of its 

interest by merger, reorganization, consolidation or sale of substantially all of its 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 stockofsuch company. 

14. OTHER PROVISIONS 
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.;. _ , EXHIBIT «TM 

Attached to and made a part of that certain Operating Agreement dated 
January 17,2014, between COG Operating LLG, as Operator, and 1' 

Marathon Oil Company, LP, et alj as iSon-Operatorfs), 
'' covering lands in Lea County, New. Mexico. < 

EQUAL OPPORTUNITY CLAUSE AND -
.CERTIFICATION OF NON-SEGREGATED FACILITIES ' 

, Unless exempted by Federal law, regulation, or order, the following terms arid conditions shall apply 
during the performance of this agreement; ' f ••\ 

A. Compliance wi th Applicable Laws. During the performance of this Agreement, Operator shall 

comply, and shall cause each of its subcontractors and vendors to comply,'where applicable, wi th the 

following regulations, statutes, and Orders applicable to federal contracts and leases. 

41 CFR 60-1.4{a) Equal Employment Opportunity (Executive Order 11246) 

41 CFR 60-1.8 Certification of Non-Segregated Facilities (Executive Order 11246) 

' 41 CFR 60-300.1 Employment Opportunity for Veterans (38 U.5.C.'4212) 

41 CFR 60-741 Affirmative Action for Workers with Disabilities (29 U.S.C. 793). 

These clauses are incorporated herein by reference for federal leases, if and to the extent applicable by 
law, executive order, or regulation. ; 

Unless otherwise exempt or inapplicable. Operator represents that it is in compliance with the 

following: Equal Opportunity Clause, reporting Affirmative Action program preparation requirements, 

and non-segregation of facilities. 

B. Equal Opportunity Clause 

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

(2) The Operator will, in all considerations or advertisements for employee's placed by or on 

behalf of the Operator, state that all qualified applicants will receive consideration for 

employment without regard to race, co|or, religion, sex, or national origin. 

(3) The Operator will send to each labor union or representative of workers with which it has a 
collective bargaining agreement or-other contract or understanding, a notice, provided by 
the agency contracting officer,.and/or any notices otherwise required by regulation, 
advising the labor union or workers' representative of the Operator's commitments under 
Section 202 of Executive Order No. 11246 of September 24 , i965, and shail post copies of 
the notice in conspicuous places available to employees and applicants for employment. 

(4) The Operator, will comply with all provisions of Executive Order No. 11246 of September 24, 

1965, and by the rules, regulations, and relevant orders o f the Secretary of Labor. 

(5) The Operator wjll furnish all information and reports required by Executive Order No. 11246 

of September-24,1965, and by the rules, regulations, and orders of the Secretarybf Labor 

or pursuant thereto. Operator will permit, and shall cause each of itslsubcoritractors.to 

permit, access to its books, records, and accounts by the contracting agency and the 



Secretary of Labor far purposes of investigation to ascertain compliance with such rules, 

regulations, and orders. 

(6) The Operator will include-the provisions'of Paragraphs^!) th rough^) in every subcontract 
or purchase order unless inapplicable or exempted by Yule's; regulations, or orders of the 
Secretary of Labor issued pursuant to 'Section 204 of Executive Order No. 11246 of 
September 24, 1965, so that such provisions will be binding upon each subcontractor or 
vendor. The Operatonwill take such action with' respect to any subcontract or purchase 
order as the contracting agency may direct to enforce such provisions including sanctions or 
non-compliance; provided, however, that in the event the Operator becomes involved in, or 
is threatened with, litigation with a subcontractor or vendor as a result of such direction by 
the contracting agency, the Operator may request the United States to enter into such 
litigation to protect the interests of the United States. 

C. Required Reports and Programs. Unless otherwise exempt or inapplicable, arid as required to do 
so by Federal law, regulation, or order, Operator agrees that it shall, and shall cause each of its 
subcontractors or vendors to: 

(1) File with the.Joint Reporting Commission, or designated agency, a complete and accurate 
report on Standard Form 100 (EEO-1) and the VETS 100A within thirty (30) days after the 
signing of the federal lease, and for contractors or vendors, the signing of an'agreement 
with the Operator, (unless such reports have been filed in the last twelve [12] months), and . 
continue to, file such reports annually during the term of the federal lease or agreement 
with the Operator as applicable, on or before September 30, or by the date otherwise 
required. 41 CFR 60-17; 41 CFR 61-300.1. 

(2) Develop and maintain a written affirmative action compliance program for its 

establishments in accordance with the regulations of the Secretary of Labor promulgated 

under Executive Order No. 11246, as amended. 41 CFR 60-1.40; 41 CFR 60-2. 

(3) Develop and maintain a written affirmative action compliance program for veterans and 

disabled individuals for its establishments in accordance with the regulations of the 

Secretary of Labor promulgated under Section 503 of the Rehabilitation Act of 1973 and 

Section 402 o f the Vietnam Veterans Adjustment and Assistance Act. 41 CFR 60-742; 41 

CFR 60-300. 

0 . Notice of Requirement of Operator and Subcontractor Certification of Non-Segregated Facilities 

EQUAL OPPORTUNfTY IN EMPLOYMENT CERTIFICATION OF NONSEGREGATED FACILITIES: Operator certifies 
that Operator does not maintain or provide 'for its employees any segregated facilities at any of its 
establishments, and that Operator does not and'will not permit its employees to perform their services at 
any location, undents control, where segregated facilities are maintained. Operator understands that the 
phrase "segregated.facilities" includes facilities which are in fact segregated on a basis of race,'color, creed, 
or national origin, because of habit,-(ocal custom, or otherwise. For example, "segregated facilities" means 
any waiting rooms, work areas, restrooms, and washrooms; restaurants and other eating areas; time clocks; 
locker rooms and other storage or dressing areas; parking lots; drinking fountains; recreation or 
entertainment areas; transportation; and housing facilities provided for employees that are segregated by 
explicit directives or are, in fact, segregated on the basis of race, color) religion) "or national origin because of 
habit, local custom, or any other reason. Operator understands and agrees that maintaining or providing 
segregated facilities for its employees or permitting its employees to perform their services at any locations, 
under its control, where segregated facilities are maintained is a breach 'of the Equal Employment 
Opportunity Clause and a violation of Executive Order-No. 11246 of September 24, 1965^41 CFR 60-1.8. 
Operator further agrees that (except where it has obtained identical certifications from' proposed non-
exempt subcontractors for specific time periods) it will obtain identical certifications from proposed non-
exempt subcontractors prior to entering into any subcontracts exceeding $10,000, which" are" not exempt 
from the provisions of the Equal Opportunity Clause; that it will retain such certifications'in its files; and that 
it will forward the following notice to such proposed non-exempt subcontractors (except where the 
proposed subcontractors have submitted identical certifications for specific time periods). 

NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENT FOR CERTIFICATIONS OF NON5EG REG ATED 
FACILITIES: A Certification of Non-Segregated Facilities is required by law and the regulations of the 
Secretary of Labor-set out.in 41 GFR,60-1.8, as they may be amended, and'must be submitted prior to 
entering into any subcontract exceeding $10,000, which is not exempt from thermovisions of the Equal 
Opportunity Clause. The certification may be submitted either for each covered subcontract or for a!) 
subcontracts on a quarterly, semi-annual, or annual basis during the period ofany covered subcontract. 



; . , EXHIBIT"G" 

Attached to and made a part of that certain Operating'Agreement dated 
January-17,2014, between COG Operating LLC, as Operator, and 

.- .Marathon Oil Company, LP, et al, as Non-Operatbf(s), / 
covering lands in Lea County,'New Mexico. 

.'•-•> . ., t/i • :<('<'• :* • 

MEMORANDUM OF OPERATING AGREEMENT AND FINANCING STATEMENT 

THIS MEMORANDUM OF OPERATING AGREEMENT AND FINANCING STATEMENT (this "Memorandum"), 
is executedto beeffective concurrently wi th that certain Operating Agreement'dated effective January 
17, 2014 (the "Operating .Agreement"), by and between COG 'Operating' LLC (the "Operator") 3nd 
Marathon Oil, Company,. LP, et al (the "Non-Operator(s)," and / together with the Operator, the 
"Parties",. " • . 

WHEREAS the Parties hereto are owners of Oil and Gas Leases and/or Oil and Gas Interests in the lands 
as described in Exhibit A (said land. Leases, and Interests being hereinafter called the "Contract Area"); 

WHEREAS the Parties hereto executed the Operating Agreement, covering the Contract Area for the 

purpose of exploring and developing such lands. Leases, and Interests for Oil and Gas; arid 

WHEREAS the Parties hereto have executed this Memorandum for thepurpose of imparting notice to all 

persons o f the rights and obligations o f the Parties under the Operating Agreement; 

NOW, THEREFORE, the Parties agree as follows: • ' 

1. The j Operating Agreement is incorporated herein by reference, and all capitalized terms used 
but not defined herein and defined in the Operating Agreement shall have the meaning ascribed to 
them in the Operating Agreement. 

2. The Operating Agreement specifically provides 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 by the terms and provisions of the 

Operating Agreement. . -, 

B. The exploration and development of the Contract Area for Oil and Gas shall be governed 

by the terms and provisions of the Operating Agreement. 

C. All costs and liabilities incurred in operations under the Operating Agreement shall be 

borne arid paid and all 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 tit le ownership to the Oil and Gas Leases and/or Oil and Gas 

Interest's comprising the Contract Area, all production of Oil and Gas from the Contract 

Area shaM.be owned bylhe Parties'as provided in the Operating Agreement. 

E. Each Party shall pay'or aeliver, 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. The Operating Agreement is binding 'u'po'n and shall inure to the benefit o f the Parties 
thereto] arid their respective heirs, devisees, legal representatives, successors, and 
permitted assigns, and the terms and conditions'of the'Operating Agreement shall be 
deemed to run with the Oii'a'rtd Gas Leases arid/or Oil and Gas.Interests comprising the 
Contract Area. 

G. The Parties' shall have the right to acquire an interest in renewal, extension, and . 

replacement lease's, leases'proposed to be surrendered, .wel ls..proposed-to be 

abandoned," and interests t b ; b e re l inquished'as 'a result o f , hpn-participation in 

subsequent opefatio'hsl aii in accordance with 'the terms and provisions o f the Operating 

Agreement'.' ' 1 

H. The rights and obligations'of the Parties and the adjustment of interests among them in 

the event o f a failure or "loss of t i t le, each'' Party's rights' to propose operations, 

obligations with''respect to participation in operations on the Contract Area arid the 

consequences of a failure to'participate in operations, the rights and obligations of the 
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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. - - = '• • •• • ' " = ; ; " ; ' : ' ' ; 

I. Under Section,Vll.Bof.the Operating Agreement,.each Party has granted each other 
liens on their respective interest in the Oi! and Gas Leases and/or Oil and Gas interests 
comprising the Contract Area, and a security interest in their respective share of Oil 
and/or Gas when extracted and their respective interest in all equipment on the 
Contract Area-.tp,5ecuTe,payment:of share qf.costs and^expense's thaVsuch Party is 
required to pay under the Operating Agreement. To the extent that the Parties have a 
security interest under the Uniform.Commercial Code of the State in'which properties" 
subject to- the Operating Agreement are located (the "Code"), each Party shall be 
entit led to exercise;.the rights and remediesof a secured party .under-trie Code, t he 
bringing of a suit and •the obtaining of judgment 'by any Party for the secured 
indebtedness shall not be deemed an election of remedies or otherwise affect the rights 
or security interest for the payment thereof. 

J. On default of any covenant or condition of the Operating Agreement and after notice 
and opportunity to cure have been given and the defaulting party has failed to cure such 
default pursuant to the Operating.Agreement, the Operating Agreement provides for 
certain non-exclusive rights and remedies available to each Party in the case'of a failure 
of another Party to pay such Party's share of costs and expenses that such Party is 
required to pay under the Operating Agreement, including rights of "foreclosure'and 
specified rights as to the application of proceeds of such foreclosure. 

K. Each Party's interest under the Operating Agreement shall be subject to' relinquishment 

for its failure to participate in certain subsequent operations and each Party's share of 

production and costs shall be reallocated on the basis of such relinquishment all subject 

to and upon the terms and provisions provided in the Operating Agreement. 

L. The Operating Agreement contains other provisions which do not conflict with, but 

supplement, the above described provisions.' ' 

3. To the extent permitted, any transfer or sale of any interest in the Oil and Gas Leases and/or Oil 
and Gas Interests comprising the Contract Area shall be made in accordance with, and expressly subject 
to, the Operating Agreement and without prejudice to the rights of the other Parties under the terms of 
the Operating Agreement. Any assignee or transferee of an ownership interest in any Oil and Gas Lease 
and/or Oil and Gas Interests'comprising the Contract Area shall bY deemed a party to the Operating 
Agreement as to the interest assigned from and after the effective date of the transfer of ownership, 
provided, however, that the other Parties shall not be required to recognize any such sale, 
encumbrance, transfer, or other disposition for 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 transferor or transferee. '* 

4. if any Party does not perform all of its obligations under' the Operating Agreement, and the 
failure to perform subjects such Party to 'foreclosure or execution proceedings pursuant to the 
provisions of the Operating'Agreement, to the'extent "allowed by governing law, the defaulting party 
waives any available r ight of redemption from and after the date of judgment, any required.valuation or 
appraisement of the mortgaged dr'secured property prior to "sale/any available.right to stay execution 
or to require a marshaling'of assets and any required bond in the event a receiver is appointed, in 
addition, to the extent permitted by applicable law, each Party hereby grants to the other Party a 
POWER OF SALE as to any property that is subject' tcTthe lien and. security rights granted under the 
Operating Agreement, such power to be exercised in the manner provided in theOperating Agreement 
and otherwise in the mariner and with such notice required or provided by applicable law, or in the 
absence of applicable law, in a commercially reasonable manner and upon reasonable notice. 

5. Upon termination of the Operating Agreement, and the.satisfactipn of all obligations thereunder, 

the Operator shall file of record a release and termination of such Operating Agreement on behalf of all 

Parties concerned, 'and each Party"hereto agre'es'to execute such notice of termination.as to the 

Operator's interest,''upon the request of the Operator, if the Operator.has complied, with all of its 

obligations. Non-Opera to"r by execution of this Memorandum grants to Operator a power of attorney to 

execute file and/or record on behalf of such Non-Operator any documents or instruments necessary, 

desirable or appropriate to. evidence. any Party's, rights, obligations, and/or interests.;under or 

contemplated by the Operating Agreement including without limitation additional Memoranda of 

Operating Agreement as'to the Operating Agreement in the form p f this Memorandum to evidence any 

changes in or additions to the Contract Area or the Oil and Gas Interests and/or Oil and Leases forming a 
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part of or covered by the Contract Area or to correct any ministerial errors that the Operator may find 
from time to time in the Memorandum which power is coupled with an interest and irrevocable as long 
as the Operating Agreement is in effect and each office in each county in which any Oil and Gas Interests 
or lands covered by any Oil and Gas Leases are located in Which real property records are located is 
hereby directed and authorized to accept for recording in^the real property records thereof of any such 
Memorandum of Operating Agreement executed by Operator which references that such Memorandum 
of Operating Agreement is executed pursuant to the power and authority granted hereby. 

6. . This Memorandum is to be filed for record in the real estate records of the county or counties in 
which the Contract Area is located, and in the appropriate Uniform Commercial Code records. Should 
any person or firm desire additional information regarding the Operating Agreement or wish to inspect a 
copy of the Operating Agreement, said person or firm should contact COG Operating LLC, Attention: 
Land Department, 600 West Illinois Avenue, Midland, Texas 79701 and, subject to an appropriate 
confidentiality agreement, any person may receive a copy of the Operating Agreement upon written 
request to the Operator's General Counsel at such address. 

7. This Memorandum may be executed or ratified in one or more counterparts and all of the 
executed or ratified counterparts shall together constitute one instrument. For purposes of recording, 
only one copy of this Memorandum with individual signature pages attached to it needs to be filed of 
record in the real estate records of each county in whicrTthe Contract Area is located. 

OPERATOR: 

COG OPERATING LLC 

Mona D. Abies, Vice President of Land 

NON-OPERATORS: 

MARATHON OIL COMPANY 

By: 

Printed Name: 

Title: 

EXXONMOBIL 

By: 

Printed Name:. 

Title: 

FELIX A. FISHMAN AND HENRY SCHNEIDER, UNDER A 

TRUST INDENTURE BY LUCY G. MOSES, DATED 

12/24/1958 

By: 

Printed Name: 
Title: 

HARVARD PETROLEUM CORPORATION 

By: 

Printed Name:, 
Title: 
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Printed Name:. 
Title: 

COMPOUND PRQPRTIES, LLC 

B< ; ' '\ . " ' . 

Printed Name: 

Title: . ' 

CHEVRON U.S.A. jNC.' 

By: • 

Printed Name: 

Title: : . . 

LYNX PETROLEUM CONSULTANTS 

By: 

Printed Name: 

Title; ; 

PROSPECTOR LLC 

By: 

, Printed Name;_ 

Title: 

BRIGHT HAWK / BURKARD VENTURE 

By: 

Printed Name: 

Title: 

FEATHERSTONE DEVELOPMENT CORPORATION 

By: • • 

Printed Name: 
Title: 

W.A. STOCKARD ESTATE 

B y : , 

Printed Name: 
Title: 

JAMES I. RIDDLE ESTATE 

By: 

Printed Name: 

Title: . 



AYCO ENERGY, LLC 

By: 

Printed Name: 

Title: 

BIG THREE ENERGY GROUP LLC 

B y : ' _ _ -

Printed Name: 

Title: 

BIG " 6 " DRILLING COMPANY 

By: 

Printed Name: 

Title: 

CHESTER B. EENGE, JR. 

By: 

Printed Name: 

Title: 

W.H. SMITH ESTATE 

By: 

Printed Name: 

Title: 

MICHAEL STONE 

By: 

Printed Name: 

Title: 

JACK BURNETT 

By: 

Printed Name: 

Title: 

MARGUERITE B. GRIFFITH 

By: 

Printed Name: 

Title: 



ACKNOWLEDGEMENTS 

STATE OF TEXAS § 

s 
COUNTY OF MIDLAND § 

This instrument was acknowledged before me on the day of , 
2014, by Mona D. Abies, Vice President of Land of COG Operating LLC, a Delaware limited liability 
company, on behalf of said limited liability company. 

Notary Public in and for the State of Texas 



INDIVIDUAL ACKIM OWLEDG M ENT: 

STATE OF - *'.;§,?• , '• >; . 
§ 

COUNTYOF § - . > ! \ v • • . i • :k 

This instrument was acknowledged before me on the :'. --v. day of 1/2014, 
by .j • • . . 

Notary Public in and for the State of 
My Commission Expires: < 

CORPORATE ACKNOWLEDGMENT: 

STATE OF , § 
§ 

COUNTY OF § 

This instrument was acknowledged before me on the day of , 2014, 
by • , as 
of ,a company, on 
behalf of said company. 

Notary Public in and for the State of 
My Commission Expires: 
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EXHIBIT "A" 

Attached to and made a part of that certain Operating AgreementrJate'd 
January 17, 2014, between COG Operating LLC, as Operator, and 

Marathon Oil Company, LP, et al, as Non-Operator[s), 
covering lands in Lea County, New Mexico. 

1. Oil and Gas Leases and/or Oil and Gas Interests: 

Lessor: Virgil McKnight and his wife, Mary Marguerite McKnight 

Lessee: The Ohio Oil Company 
Dated: April 24," 1958 

Recorded: Book 167, Page B9, Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/6 on oil and gas 

Lands Covered: T-19-S, R-35-E 

5ection 6: 

Insofar as said lease covers the E2SE 
Lea County, New Mexico 

Lessor: Clarabel Owens 

Lessee: The Ohio Oil Company 

Dated: April 24,1958 

Recorded: Book 167, Page 75, Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/6 on oil and gas 

Lands Covered: T-19-S, R-35-E 
Section 6". 

Insofar as said lease covers the E2S£ 
Section 7; 

Insofar as said lease covers the E2NE, NESE 
Lea County, New Mexico 

Lessor; Sam Owens 

Lessee: The Ohio Oil Company 

Dated: April 24,-1958-

Recorded: Book 167, Page 79, Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/6 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 6: 

Insofar as said lease covers the E2SE 
Section 7: 

Insofar as said lease covers the E2NE, NESE 
Lea County, New Mexico 

Lessor: Gene Dalmont and his wife, Annie Dalmont 

Lessee: The Ohio Oil Company 
Dated: April 26,1958 

Recorded: Book 167, Page 85, Oil & Gas Records, Lea County, New Mexico 
Royalty: 1/8 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 6: 

Insofar as said lease covers the E2SE 
Section 7: 

Insofar as said lease covers the E2NE, NESE 
Lea County, New Mexico 

Lessor: Margaret A. Hooper Family Estate Trust, by and through Jerry L. Hooper, 

as Trustee 

Lessee: Featherstone Development Corporation 
Dated: July 10, 2011 

Recorded: Book 1736, Page 873, Lea County Records, New Mexico 

Royalty: 1/4 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 6: 

Insofar as said lease covers the E2SE 
Lea County, New Mexico 
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Lessor: Jeannine Hooper Byron, Trustee o f the Jeannine Hooper Byron Trust-

under Trust Agreement dated June 18,'2003. 

Lessee: Featherstone Development Corporation , ' 

Dated: July 10,2011 ' ' ' • ' * 

Recorded: Book 1736, Page901,'Lea County Records, New Mexico r ' ' " 

Royalty: 1/4 on oil and gas "* ** • 

Lands Covered: T-19-S, R-35-E 

Section 6: ' •' 

Insofar as said lease covers the E2SE 

Lea County, New Mexico 

Lessor: Hooper & Sons, LLC-. 

Lessee: Featherstone Development Corporation 
Dated: July 10,2011 • 
Recorded: Book 1736, Page 905, Lea County Records, New Mexico 

Royalty: 1/4 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 6: 
Insofar as said lease covers the E2SE ' 
Lea County, New Mexico 

Lessor: Hooper Si Sons, L.LC. 

Lessee: Featherstone Development Corporation 

Dated: July 10, 2011 

Recorded: Book 1736, Page 903, Lea County Records, New Mexico 

Royalty: 1/4 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the E2NE 

Lea County, New Mexico 

Lessor: The Jeannine Hooper Byron Trust, Trustee of the Jeannine Hooper 

Byron Trust under Trust Agreement dated June 18, 2003 

Lessee: Featherstone Development Corporation 

Dated: July 10,2011 

Recorded: Book 1736, Page 892, Lea County Records, New Mexico 

Royalty: 1/4 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the E2NE 

Lea County, New Mexico 

Lessor: The Margaret A. Hooper Family Estate Trust 

Lessee: Featherstone Development Corporation 

Dated: July 10,2011 
Recorded: Book 1736, Page 870, Lea County Records, New Mexico 
Royalty: 1/4 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7: 
Insofar as said lease covers the E2NE 
Lea County, New Mexico 

Lessor: Virgil McKnight and wife, Mary Margaret McKnight 
Lessee: The Ohio Oil Company 

Dated: April 24,1958 

Recorded: Book 167, Page 89 Oil & Gas Records, Lea County, New Mexico 

Royalty: 1/6 on oil and gas • • 
Lands Covered: T-19-S, R-35-E 

Section 7: 
Insofar as said lease covers the E2NE, NESE 
Lea County, New Mexico 
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Lessor: Guy H; Hooper and wife, Mabel Hooper 

Lessee: Humble .Oil &,Refining Company,. 
Dated: September, 14,1963 • 

Recorded: Book 224, Page 18 Oil & Gas Records, Lea County, New Mexico 
Royalty: 3/16 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 
Insofar as said lease covers the NESE 
Lea County, New Mexico 

Lessor: The New Mexico Baptist Foundation, Inc., Trustee for New Mexico 
Baptist Children's Home, Inc. 

Lessee: Featherstone Development Corporation 

Dated: November 9, 2012 

Recorded: Book 1817, Page 31S Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7; 

Insofar as said lease covers the SESE 

Lea County, New Mexico 

Lessor: Katherine Jane Moore and Michael Joseph Paranay, Successor Co-
Trustees of the W. Austin and Jane Onley Danley Trust 

Lessee: Featherstone Development Corporation 
Dated: January 25, 2013 

Recorded: Book 1819, Page 982 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 
Section 7; 

Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Karen Danley Abou-Sa'Ada, S&S 

Lessee: Featherstone Development Corporation 
Dated: . January 25, 2013 

Recorded: Book 1819, Page 974 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Karen Danley Abou-Sa'Ada, Trustee of the Alonzo L. Danley Trust, dated 

8/5/1991, as Restated and amended 11/16/1992 
Lessee: Featherstone Development Corporation 

Dated: January 25, 2013 

Recorded: Book 1819, Page 978 Lea County Records, New Mexico 
Royalty: 1/5 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Douglas D. Pack 

Lessee: Featherstone Development Corporation 

Dated: February 12,2013 

Recorded: Book 1823, Page 60 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 
Section 7: 

Insofar as said lease covers the SESE 
Lea County, New Mexico 

11 



Lessor: Guy H. Hooper and wife, Mabel Hooper 

Lessee: Humble Oil & Refining Company 

Dated: September 34,1963 
Recorded: Book 224, Page IB Oil & Gas Records, Lea County, New Mexico 
Royalty: 3/16 on oil and gas 
Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the NESE 

Lea County, New Mexico 

Lessor: The New Mexico Baptist Foundation, Inc., Trustee for New Mexico 

Baptist Children's Home, Inc. 
Lessee: Featherstone Development Corporation 
Dated: November 9, 2012 

Recorded: Book 1817, Page 318 Lea County Re'cords, New Mexico 

Royalty: 1/5 on oil and gas 
Lands Covered: T-19-S, R-3S-E 

Section 7: 

Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Katherine Jane Moore and Michael Joseph Paranay, Successor Co-

Trustees o f the W. Austin and Jane Onley Danley Trust 

Lessee: Featherstone Development Corporation 

Dated: January 25, 2013 

Recorded: Book 1819, Page 982 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the SESE 

Lea County, New Mexico 

Lessor: Karen Danley Abou-Sa'Ada, S&S 

Lessee: Featherstone Development Corporation 

Dated: January 25, 2013 

Recorded: Book 1819, Page 974 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the SESE 

Lea County, New Mexico 

Lessor: Karen Danley Abou-Sa'Ada, Trustee of the Alonzo L. Danley Trust, dated 

8/5/1991, as Restated and amended 11/16/1992 
Lessee: Featherstone Development Corporation 

Dated: January 25, 2013 
Recorded: Book 1819, Page 978 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 
Section 7: 

Insofar as said lease covers the SESE 
Lea County, New Mexico 

Lessor: Douglas D. Pack 

Lessee: Featherstone Development Corporation 

Dated: February 12, 2013 

Recorded: Book 1823, Page 60 Lea County Records, New Mexico 

Royalty: 1/5 on oil and gas 

Lands Covered: T-19-S, R-35-E 

Section 7: 

Insofar as said lease covers the SESE 

Lea County, New Mexico 

Restrictions, i f any, as to depths, formations or substances: 

Limited to depths below 10,330 feet. 
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Revised Well Proposal and AFE 
January 20,2014 
Page 2 

Please indicate your participation election in the space provided below, sign and return this letter, along 
with a signed copy of the enclosed AFE and a copy of your geologic requirements, to my attention at the 
letterhead address. You may also fax your response to 432.221.0856 or by email to 
chopson@concho.com. 

Should you have any questions, please do not hesitate to contact me at 432.686.3049. 

Sincerely, 

COG Operating LLC 

Caleb Hopson, RPL 
Landman 

CH:bh 
Erie 

I/We hereby elect to participate in the Airstrip Fee Corn 81H. 

I/We hereby electnofto participate in the Airstrip Fee Com #1H. 

Name: C \ p f \ g A - h h f ^ f n P ^ F ^ 
Title: ^ ~ : • -

Date: . . \ Y ^ W " ~ 



\ 

COG OPERATING LLC 
AUTHORITY FOR EXPENDITURE 
DRILLING 

Casing Crews & Equipment 
flsrdng Toots & Sendee 
GeologidEngin wring 
Conlract Labor 

Company Supervision 
Conlract Supervision 
Testing Casing/Tubing 

Mud Logging UnH 
logging 

PertoraUngJWIreBne Services 
SUnxiaUon/Trealino 
Completion Unit -

Swabbing Unll 
Rentals^ urlace 
Rentals-Subsurface. 

TtucklnflfForiilil'JRlB MotiiizaUcn 
Welding Services 
Water Disposal 

Rug lo Abandon 
Seismic Anatysb 
Closed Loop a Environmental 

Miscellaneous 
Contingency 

TOTAL INTANGIBLES 

222 
223 
224 
225 
225 
227 
22S 
229 
230 
231 

235 
236 
237 
238 
239 
240 
241 
244 
242 
243 

20.000 322 
0 323 
0 324 

10.000 325 

• O 326 
4D.000 327 

0,000 32B 
27,500 329 

O 330 
15,000 331 

O 332 
0_ 333 

. O 334 
.- 114,000 , 335 

100.000 336 

290.000 337 

. . . 5.000 333 
" - • " ''O '339 

_0 340 
O 341 

168,000 344 

.-.0 342 
- 116,500 'i343' 

2,426,000 ' 

30.000 

50,000 

10,000 
216.000 

3.B00.000 
125,000 

250,000 
65,000 
25.000 

7.500 
262,000 

.10.000 

5.527500 

WELL NAME: Airslrip Fes Com 1H PROSPECT NAME: 
SHL: 190' FSL & 460' FEL. S7 STATE & COUNTY: NM. Lea ' 
BHL: 2180'FSL & 510' FEL. S5 OBJECTIVE: Oil 
FORMATION: 3rd Bone Spring Sand DEPTH: 17,853 
LEGAL: • T19S.R35E TVD: 10,770 

INTANGIBLE COSTS 
raeJCuwUveVperniit - . , . ...... . - . . . •. - -. : -201 

BCP 
( .... : I J 1,000' et; i-

ACP TOTAL 
--fr. 'X.X*\11.000 

' f c S w i e e ^ T ' X ^ l T "•' v ' • 202 v ; 5.000 302 , ' " '5.000 
l^rti^eVRiBWolWBy^; ' , - . . . • '•<• 203 :•:; -\%"i 5.000-.303- ,ii • .'\c •• •'" ' 15.000 
EuivsffSiaiieLocilion \ .' . ^ , , 204 7.000 304 . -..-i-1^7.000 
LocSibf^tsJRoSlExpense •- 205 ' ";100;000 305 ' ' 25.000 • 125.000 
DrSCing / Compieljori Oveihead 206 6.000 306 •1i-^'... ,5ffG.0OO 
TurnkeyContract 207 0 307 0 
Footage Cofiuaci 20S 0 30S 0 
Oaywork Contract > .. ... .... v . : 209 * .V : '-.-558,000..305. v "-1568,000 
DlredlidnblDriO/ngSendees " ; •' 210 239.000 310 239,000 
Fuel fi Power 211 154.000 311 10,000 .164.000 
Water 212 120;000 312 275.000 395.000 
Bits" 213 63.000 313 9.000 .72.000 
Mud i Chemicals 214 1C0.OC0 314 1C0.DD0 
Dria Stem Test 215 0 315 ••• T -i,'.D . 
Coring & Analysis 216 •0 • '"0 
Cemeril Surface 217 30,000 30.000 
Cement iniermeoTate 213 40.0G0 40.000 
Cement 2nd Werm-dlale/ProductJon 2tS 0 319 153,000 •153.000 
Cement Stjueea & Other (Klekcfr Plug) 220 O 320 O 
Ftoal Equipment t Ceritrilfesrs 221 35,000 321 30.000 . 65.000 

- 50,000 
0 

135,000 

eo.ooo 
0.000 

27500 
10,000 

231,000 
3.800.000 

125,000 

1364,000 
165.000 

i .";.12.500 

262.000 

176.000 
- ; 0 

:.-:.'JS.166,500 

>• ":7.955.500 

TANGIBLE COSTS 
Surface Casing 

Intermediate Casino 
Production Casing 

Tubing 
Wellhead Equipment 
Pumpinq Upll 
Prime Mover 
F o d s ^ 
Pumps 

FlowUnes 
Healer TrealeifSecarator 

EecMcal System 
Packers/Anchors/Hangers 
Couptngs/FitlingsA'aJvES 
Gas ComprwsorsJMelers 
DehydraWf' 
mjecaonPtartK:02 Equipment 

Miscellaneous 
Contingency 

TOTAL TANGIBLES 

TOTAL WELL COSTS 

401 
<!02 

405 

414 
415 

419 
420 

67.000 

66,000 603 
' -O 503 

0 504 
20.000 505 

O 506 
0 507 
o 5oa 
0 509 
O 510 
O 511 
0_ 512 
D_ 513 
0 514 
0 515 
O 516 ' 
0 517 ' 
0 518 ' 
0 515 ' 

9,000 £20 

182.000 
2,610.000 

337.000 

. £5,000. 
35,000 

20.000 

55,000 

75,000 
30.000 

10.000 
135.000 

B.100 

53,900 
1.094,000 
6.621500 

67.000. 
: t B8.000 
: 337.000 

.•''65.000 
55,000 

115.000 
20.000 

55.000 
75,000 
75.000 
30.000 

60,000 

10.000 
135.000 

62,900 

1.275,000 
9,231500 

COG Operating LLC 

We approve: 
V, WEfWrtg Interest 

By. 

Printed Name/ -

Dale Prepared: 

COG Operating LLC 

By: M Blerbe ' K LaFcrtuna 

This AFE b crty an estimate. By signVfl ycu agree to pay your share 
o l the actual costs Incurred. 



Revised Well Proposal and AFE 
January 20, 2014 -
Page 2 

Please indfcate.your.partictpation election in the space provided below, sign and retufh^iiUMetter, along 
with a signed copy ofthe enclosed AFE and a copy of your geologic requirements, to my attention at the 
letterhead address. You .may also fax your response to 432.221.0856 •:• o r ••by', '-email to 
chopson@concno:com. ' . 1 ^ v 

Should you have any questions, please do not hesitate to contact me at 432.686.3049. 

Sincerely, 

COG Operating LLC 

Caleb Hopson, RPL 
Landman 

CH:bh 
Enc 

I/We hereby elect to participate in the Airstrip Fee Com #1H. 

I/We hereby elect not to participate in the Airstrip Fee Com #1H. 

fee 1-2^4 



COG OPERATING LLC 
AUTHORITY FOR EXPENDITURE 
DRILLING 

WELL NAME: Airstrip Fee Com 1H PROSPECT NAME: 
SHL: 190' FSL £ 460* FEL, S7 STATE & COUNTY: NM, Lea - ' ^ '"* 
BHL:- 21B0' FSL & 510'FEL, S6 OBJECTIVE: Oil 
FORMATION: 3rd Bone Spring Sand DEPTH: 17,853 
LEGAL: T19S, R35E TVD: . 10,770 

INTANGIBLE COSTS 
J i l f e K u r a l f v e j p e r m i t , < , . ^ - . ,. „ • . - . . ;•• i • * .• -.201 • 

BCP 
.• »J -.'jll.000^; -.i. 

A C P TOTAL 

'bisiianee ~l'.' '' 202 • 5,000 302 •5,000 , 

•DSmagesTOghtoTWiy',/r " -'i'V'VJ " Vr? »\. ?. r.- f t -203 ' i \ J - ' ' i > ' i . V - ; i 5 , 0 0 0 ' 3 0 3 - - ; . i . - - = - • ••' >:'15.000 r 

SiirveyfStalieLocation " . i : . v , t s>. , , 204 • . . . J , - , . 7.000 3 0 4 . . . J . : r r7 .000 ' 

LSSlion/PHs/RoaiJ'EjpenM * ' " * ' "" ' "205 •"' 100,000 305 "-25.000 125,000 

DriEng / Comtfelton Overhead 205 6.000 300 

Tun*ey Contract 207 0 307 0 

Fooiage'Corrlrael 208 0 308 0 

DaywcTrltCohlract -I; ? J r'.™ . ; - • : ' ; --, J.209*. . . ' . - - : ! 358B.O00-309 , - • • • ¥?:-->,... •rt-"r;̂ 588.ocov. 
Directional DriTSrig Services "' 210 239.000 310 239.000 

Fuel fi Power 211 154.000 311 10,000 164.000 

Water 212 120,000 312 275.000 395,000 

Bits . 213 63.000 313 9.000 72,000 

Mud & Chemicals 214 100.000 314 100.000 

Drill StemiTesl 215 0 315 - '...-.O , 

Coring S Analysis 216 0 • --wo' 
Cement Surlace 217 30.000 30.000 

Cement rrtermedlate 216 40.000 40,000 

Cement 2nd IntKmedlalc/Produdlon 218 O 319 153,000 . .153.DO0 

CcnierJEipjeeM & Other (KickofT Plug) 220 O 320 
Float Equipment & Centra Biers 221 35,000 321 30.000 65,000 
Casing Crews & Equipment 222 20.000 322 30.000 l 50,000 
Fishing Took & Service 223 O 323 •O 
GecfogjcTEngineetirtg 224 0 324 0 
Contract Labor ~- , 225 10,000 325 125.000 135.000 
Company Supervision 226 O 326 0 
Contract Supervision 227 40.000 327 50.000 SO, 000 
Testing Casing/Tubing 228 9.D00 328 D.0GC 
Mud Logging Unit' 229 27500 329 27.500 

Logging - - . 230 . O 330 10,000 10,000 

PeiforalingrWireDne Services 231 15.000 331 216.000 231.000 

Stfrnubtion/TreaUng O 332 3.600,000 3.8O0.OD0 
Completion Unit - O 333 125.000 125.CC0 

Swabbing Unit 0 334 . A ,'•..1.0 
Rentals-Surface . ; - ; ' • , ^ 235 ,/ - . 114 .000 .335 ' . . >: 250.000" • - •"'354,000 

Rentals^Subsurfae e 236 100.000 336 ,65,000 165.G00 

Tfuekina/Fotiilifl/RfD Mobilisation 237 230.000 337 25.000 315,000 

Welding Services 236 5.000 ..338 -.7,500. • ,v.'12.500 
Water Disposal • '•' • •• "239 " - - • • ' • - • 0 " 3 3 9 • • • • -252,000- 262,000 
Rug to Abandon 240 0 340 0 
Seismic Analysis 241 0 341 O 

Closed Loop £ Environmental 244 168,000 344 10,000 178.000 

Mbcdaneous 242 O 342 ' ri 0 
Contingency ' 243 116.500 343 • 50.000 166,500 

TOTAL INTANGIBLES 2,423.000 5327300 7555.500 

TANGIBLE COSTS 
Surface Casing 4 0 1 - -.- : ' s .67,000 -

J " V . . 

-"' 67.000 

Werrnediale Casing 402 t •-. - j .-.486.000 503 - 66,000 

Production Casing - ; ; o _ 503 337,000 .337.000 

Tubing A ' r • ; *:»'. I0 604 65.000 _'-: '65,000 
WeJhead Eqiipmeni 40S 20,000 505 35.000 55.000 
Pumping Unit 0 506 115.000 115.000 
Prime Mover O 507 20.000 20,000 

Rods O 5D8 S5.CO0 65,000 

Pixnps ' O 509 75.000 75.000 

Tanks 0 510 75,000 75,000 
BowBoes • ' 0 511 30.CO0- 30.000 
Healer TreaterlSeparatcr 0 512 eo,«H) 80.000 
ElectricB) System O 513 . 0 
PacVers/Anchors/Hang ers 414 O 514 10,000 ,10.000 
CouptiBps/Fitl«->gi/Vaives 415 O 515 135.CC0 135.000 
Gas Compressers/Mstefs O 516 B.1D0 8.10O 

Denydrator .. 0 517 O 
Injection PlanVC02 Equipmenl D SIS O 

Wseeteneous 419 0 519 0 

Contingency 420 9.000 5!0 53500 62,900 

TOTAL TANGIBLES 182.000 1.094,000 1.276,000 

TOTAL WELL COSTS 2.610.000 5,521.500 0.231,500 

COG Operating LLC 

Dale Prepared: IS-Jan.2014 

We approve: 
* Working Interest 

COG Operating U.C 

By: W Blertse t K LsForhine 

C ^ n y j ^ - h ' ^ 

-I? I • 
This AFE Is only an estimate. By siemnoyoussreetopayyourBhare 
d Ihe actual costs tncuned. 



Revised Wei! Proposal and AFE 
January 20,2014 . ~ - - -
Page 2 _ 

Please indicate youV.participation ejection in the.space provided below, signand return this letter, along 
with a signed cppy of the enclosed AFE and acp'py of your geplpgic'requjremehts, to my attention at the 
letterhead address. You -may "also few v. your response -to -• 432.221.0856. tt>r* by^;.email to 
chopson@conchb.corn. . .: ' ; -

Should you have any questions, please do not hesitate to contact me at 432.686.3049. 

Sincerely, . . . 

COG Operating LLC 

Caleb Hopson, RPL. 
Landman 

CH:bh 
Enc 

I/We hereby elect to participate in the Airstrip Fee Com'iflH. 

- I/We hereby elect not to participate in the Airstrip Fee Com #1H. 

Company: 

BY' _ = 
N a m e / / / Chevron U,S.A. |r*C. 
Title: - / / i 3 M WolhW 
Date: > - / ^ NO.IV M a n a g e 



COG OPERATING LLC 

AUTHORITY FOR EXPENDITURE 

DRILLING 

WELL NAME: Airstrip Fee Com 1H PROSPECT NAME: 

SHU 190' FSL & 460' FEL. S7 5TATE 6 COUNTY: NM, Lea' . 

BHL: 2180' FSL & 510'FEL, S6 OBJECTIVE: Oil 

FORMATION: 3rd Bone Spring Sand DEPTH: 17,853 

LEGAL: T19S. R35E TVD: 10,770 

INTANGIBLE COSTS 

TiUe/Curatî e/Permli 201 

I r v w ^ k e ^ t ' • V . i . ' - ' i - . - • 202 

Darriaflesffllsht ol Way . - - . , . . , 203 

SurveWSBkelocallori ' " "' '" ' 204 

. Loca t lonrasTr^dE^er tse" " ' . . . ' • 205 

DrJljia/CompleUon Overhead 2G6 

Turnkey Coo'jacl 207 

Footage Contraei 20fl 

Daywijrk Contract 209 

Dlrecttonat Orillng Services ' - 210 

Fuel Power 211 

Water 212 

Bits 213 

Mud 6 Chemicals 214 

Dril Stem Test 215 

Coring & Analysis 216 

Cemertt Surface 217 

Cement Intermedial!; 218 

Cemei'l 2nd Intermediate/Producikin 218 

Cemeri Squeeze & Olhcr (KIckcH Plug) 220 

Float Equipment & Centrafesrs 221 
Casino Crows ft Equipment 222 
Fishing Tools & Service 223 
GentoglcJEnglneerirtfl 224 
Contract Labor 225 

Company Supervision 226 
ContraCl Supervision , 227 

Testing Casing/Tuning 223 
Mud Logging umi 229 

Logolng 230 
' • PertoraHnflfWueline Services 231 

SUmulalloivTreaUng 

Complellort Unll 

Swathing UnU 
Rentals-Surface 235 
R enials-Subsurface 23S 
TrucMnflfForklill/Rig Mobilization 237 
Weldinfl Services . 23B 
Water Disposal ^ - 239 

Plug lo Abandon 240 
Seismic Analysis 241 
Closed t-oop & Environmental 244 

Miscellaneous 242 
Contingency 243 

TOTAL IN TANGIBLES 

TANGIBLE COSTS 

Surlace Casing 401 
Ifltermetflale Casing 402 

Production Casing 

Tubing 

Wellhead Equipment 405 

Fumplnfl 
Prime Mover 
Rods 
Pumps 
Tanks 

Flovrlinej 
Healer TrealetfSeparator 
Electrical System ' ' 
Packers/Anchors/Hangers 414 
r^ptlncsfRairigs/Vahfes 415 

Gas Corfpr^ssors/Melers 

Oehrrirawr 
Injection PianlfC02 Equipment 

' Miscelar ieous—' W - • - - . 419 
Contingency 420 

TOTAL TANGIBLES 
TOTAL WELL CCST5 

BCP ACP TOTAL 

11,000 . 11.000 

>- :-:.^5.0OO"302 • '• i '5.000 ' 

15,000 . 303 ; -.. '•• , . 1 --15.000 

^7,000 '304 7J00 

• 1 t \ '100,000 - 305 ' - 2 5 . 0 0 0 • -125.000 

5,000 306 . - -•-.6.000 

0 307 ' '-'0 

O 308 0 

,583,000 309 586.000 

• 239,000 310 • ' 239.000 

154,000 311 10.000 164.000 

120.000 312 275.000 395.000 

63.000 313 9.000 72.000 

100,000 314 100.000 

Q 315 O 

_0 . : 1 f , '- ' ; r;0 

30.00Q | _ | 30,000 

40,000 _ 40,000 

0 319 153.000 -.153.000 

0 320 • o ^ . V Q " 

35.000 321 30.000 65.000 
20.000 322 30,000 ~. 50.000 

0 323 __0 

0 324 • 0 

10,000 325 125.000 135.000 

0 326 0 

WJOO 327 50.000 50.000 

9,000 328 9,000 
27.500 329 27.50D 

0 330 10.000 10.000 

15,000 331 215:000 231.000 
O 332 3.600.000 3.B00.000 
0 333 125.000 125.000 
0 334 v p 

• 114.000 .335 : v .250,000 • . 364,000 

100,000 336 65.000 165,000 

290,000 337 25.000 315.000 

. 5.000 338 . 7,500 12,500 

' --0 339 *• i 262.000 • 2S2.0CO 

0 340 Ĉi_ 

0 341 
166,000 344 10,000 176,000; 

- 0 342 • •• _ - . . .. ̂ 0 

••• 116,500 343 • 50,000 .1E6.500 

2.428.000 ' . ..• 5,527,500 - . , 7.955.S00 

67,000 •_- - • - ' 67,000 

66.000 503 _ _ _ _ _ •••• • •ao.OOO 

;__0 503 337.CO0 ' • 337,000 

D 504 65.000 - •• .65.000 

20,000 505 35.000- 55.000 

0 E06 115.000. 115.000 

0 £07 20.000 20.000 

O 50B 55,000 55.000 

0 £09 75,000 75,000 

0 510 75,000 75.000 

0 511 _30,000 30.000 

0 512 80.000 E0.000 

O 513 0 

_0_ 514 10.000 • 10.000 
O 515 135.000 135.000 
0 516 8.100 8.100 
D 517 O 
O 618 O 
0 519 0 

9,000 520 53,900 62.900 
182.000 1.094.000 . 1,276,000 

2.610.000 6.621.500 9.231.500 

COG Operating LLC 

Dsie Prepared: 

COG Operating LLC 
We approve: 

j - W l t ^>% Working Interest E_ MEHer_e;KL.Forlune 

Company ,, . , . ) t ^ 

/ ^ ' ^ ^ ' ^ ^ ^ ^ r i e m i n iXS.A. Inc. 
.leftWfme: S 1 to tai-Jh.;-.-

Tide: - / J . M . Wol iVOr This AFE Is only an estimate. By signing ycu agree 10 pay your share 

D a l e : - :; ± - U f _ L . & i S£ ^ H O J t f . M a f t a O e r Ol Ihe eclualcosls Incurred. 



Revised Well Proposal and AFE 
January20,2014" . 
Page 2 

Please indicate your participation election "in the space provided below, sign and return this letter, along 
with a signed copy ofthe enclosed AFE and a copy of your geologic requirements, to my attention at the 
letterhead ̂ address. You "may a'iso^.'fax your response to '432.221.0856,"br'-by,-'email to 
chopson@c6hcho.com. 

Should you have any questions, please do not'hesitate to contact me at 432.6S6.3049. 

Sincerely, 

COG Operating LLC 

Caleb Hopson, RPL 
Landman 

CH:bh 
Enc 

. I/We hereby elect to participate in the Airstrip Fee Com #1H. 

I/We hereby elect not to participate in the Airstrip Fee Com #1H. 

N a m e : - ( $ f ( \ fct^^-QcJ.'lP^ 
Title: 
Date: 

tec, \-_rv\M 



COG OPERATING LLC 
AUTHORITY FOR EXPENDITURE 
DRILLING 

7i <«uiruii_ jtficicai 

WELL NAME: Airstrip Fee Com 1H PROSPECT NAME: 
! 1 '--3 s

r , . > . - ' 

SHL: 190' FSL & 460" FEL, S7 STATE S COUNTY: NM.-Lea 
BHL: . 21B0'FSL&510'FEL.S6 OBJECTIVE: Oil 
FORMATION: 3rd Bone Spring Sand DEPTH: 17,853 
LEGAL: T19S, R35E TVD: 10,770 

INTANGIBLE COSTS 
TiUe/CuraBveJPermlt 201 

BCP 
,11.000 i . . . . . 

ACP TOTAL 

• B-~&:I'I.MO 
.•lnsuranco^.*H*ft • •'' UO?v ~:' '' • 202- ' " ' " ' ' '•"'E.0G0 ' 302 . 5.000 

Oamaoeis/Righl cl.Way . .=..•203 1, - r 'y - ' .'•iMS.ooo '.303 i ---' " '^'••'-"' 'J15.O00' 

' S u i v i y V s l i k e L o c a t i o n " ? , ; ' ' " ' ^ ' f " ' ' ' " : " • ' ' 204 7,000 304 rv ' . ' ; -> ' -7,000-

L d c a f i t ^ P J l i T t ^ a E x ^ r i s a ' - J V - W • , . - i i 5 t t i - - > 205 ' *•'" '• 1D0.006' t305 ' 25,000 .125.000 

DraSng / Compleliwi Overhea'd 20B 6,000 306 

Turnkey Ccrtrat l 207 0 307 0 

Footage Contract 206 0 308 . 0 

Day«wV Ccnlract 209 ., .. .538,000 -•309 j , 

. .' -."L • 
' C . ' - t £ '588.000 

DirajiorBJDTTBrVSeAtoM"-'^ ' " . -V.- ' . " 2 ) 0 ' ' 239.000 310 ' ' 239,000 

FueiaPcwi i r 211 154.000 311 10.000 164.000 

Water 212 120.000 312 275,000 335,000 

Bits 213 63.000 313 9.000 72.000 

Mud S Chemicals 214 100,000 314 100,000 

DrS Stem Test 215 O 315 '-!-•.;.>'«:, O 
Coring S Analysis 216 0 •" " " 0 
Ce'mertl Surface" 217 30,000 30,000 

Cement Irsetmediate 2!B 40.000 40,000 

Cement 2nd Intermedlate/Pioductton 216 0 319 153.000 'iiss.ooo.' 
Cerr.ejrtSquee_E'6,Olher (Kkkcf l Plug) 220 0 320 ' 0 

Boat Edjiprnent £ Centratara 221 35.000 321 30.000 65^)00 

Casing Crews & Equlpmenl 222 20.000 322 30.000 • •• 50.000 

Rsfcfng Tods & Service 223 O 323 0 

Geologic/Engineering 224 0 324 0 

Contract Labor 225 10,000 325 125.000 135.000 

Company Supervision 226 0 326 0 

Contract Supervision 227 40,000 327 EO.CO0 90,000 

Testing Casing/Tubing 223 ,9,000 328 B.D00 

Mud Logging Utfl ' 229 27,500 329 27.500 

Logging • ' ' - - 230 0 330 10.000 10,000 

PerloratingrYVJreline Services 231 15.000 331 216.000 231,000 

SUmuteBorvTreatlng 0 332 3. BOO .000 3,800.000 

Comptelkm Unit 0 333 125,000 125.000 

Swabbing Unit 0 334 - 0 

Rentets-Surface . . - 235 : ,>114.000 J 335 • • • ' '250.000 ' 354.000 

Rerttals-S ubsur/aeo 236 100:000 336 05,000 165.000 

TrudraigJFDrkfittiTCg Mcbfflraltori ' 237 2S0.OG0 337 25.000 315,000 

Welding Services 238 .. .5.000 338 ^ . . . . . ^7 .500 12,500 

Water Disposal •- :•' <„* . . • • • . . - . ' f . • 239 • ~ - -:o 33S'•>••• 282,000 262.000 

Rug lo Abandon 240 O 340 0 

Seismic Analysts 241 O 341 0 

Closed Loop & Environmental 244 168.000. 344 . 10.000 178.000 

Miscellaneous 1 242 ... , • . 0 . 3 4 2 ' : . ".t:.-\.. . 0 

Conlingency - > ' . 243 :•'-116,500 343 < . , _.;. l,60,000' --166.500 

TOTAL tNTAN GIBLES 2,428,000 5,527.500 7.055300 

T A N G I B L E C O S T S 
Surlace Casing . .401 67.000 • '67.000 

Werroediale Casing 402 86,000 503 • . . 66.000 

Production Casing - - " 1 0 " 5 0 3 • 337.000 337,000 

Tubing - . ' 0 -504 :: - 65.000 . . . 65.000 

WeVhsad Equipmeri 40S 20,000 505 35.000 55.D00 

Pumping Unit ' O 506 115.000 115.000 

Prime Mover O 507 20.000 20.000 

Rods 0 506 55,000 55.000 

Pumps 0 509 75,000 75,000 

Tanks• , ' 0 510 75.000 75.000 

FJowfines . 0 511 . 30.000 30,000 

Heater Trealer/Separatcr 0 512 . 60.000 80.000 

Eec-icsl System' 0 513 0 

Pack erslAnchors/Hangers 414 0 514 10.000 10.000 

Cotj pCngs/Fitangs/V-l ves « 415 0 515 135,000 135.000 

Gas Ccmpressors^Melers 0 516 e.ioo 8.100 

Dehydrator . - O 517 0 
t yeOxn PlantfC02 Equfcmenl O 518 0 

Miscellaneous 419 0 519 0 

Contingency. 420 9.000 520 53,500 62,900 

TOTAL TANGIBLES 182.000 1,094.000 1.276.000 

TOTAL WELL COSTS 2.610,000 6,821.500 9.231,500 

COG Operating LLC 

Date Prepared: 15-Jan-2014 

We approue: 
% WorWng Interest 

COG Operating LLC 

By. M EDerbe 1K LsFortune 

Printed 
Trite: This AFE Is only an esiimale. By sighing yau agree to pay your share 

of lire actual costs Incurred. 



Revised Well Proposal and AFE 
January 20,2014 
Page 2 v 

l e t t e r , ^ - a t ) d r L V ^ " ^ ? ^ ^ 
chop5or,|iibncho,com. " ' ' V ° U r r ? S p 9 " 5 e t 0 432.221.0856-0^ email to 

Should you have any questbns, piease *o not hesitate to contact rne at«2.686.3«9.'- ' 

Sincerely, ' 

COG Operating LLC 

Caleb Hopson, RPL 
Landman 

CH:bh 
Enc 

Name: 
Title: 
Date: 

I/We hereby elect to participate in the Airstrip Fee Com « H . 

i/We hereby elect cotto participate in the Airstrip Fee Com #1H. 

j B .••^•V.\ |1.UA...... 



' JC^OPERATINGJ-LC,, 
AUTHORITY FOR EXPENDITURE 
DRILLING 

WELL NAME: Aire trip Fee Com 1H PROSPECT NAME: " 
'ii '.'*! 

-SHL: 190'FSL fl 460' FEL. S7 STATE fl COUNTY: " j ; .-NM.'Lea 
BHL: 2180" FSL fl 510" FEL. S6 OBJECTIVE: oil 
FORMATION: 3rd Bone Spring Sand - DEPTH: 17.853 
LEGAL: T19S, R35E TVD:** .' 'v. ; 1 10.770 tf V • ' 

INTANGIBLE COSTS 
. Title/Curajfee/PerrnU ... _ . ., .201 

'•- BCP 
.- •••-,11,000 • • ••>.-• 

ACP TOTAL 
•'••• fc'i, •••^11.000 

J r a t S s n e V J V 1 " l : " ' . ' { V ' . " 5 , 0 0 0 302 •,' ;.; •:fv.;i.'?-'s,00f} 

DamageyRiahloIWav 203 15,000 303 - -i-.W -•• ;- ' : 15.000 

5urveyf Sinhe Location 204 7.000 304 •• -'. 7.000 

Local ionfRi i^oad Expense 205 100,000 305 25,000 • • i i : i2Sjx» 
DriMrig / CompleUori Overhead ,-206 1 6,000 306 • : '6,000 

Turr*ey'Coruract •- '» 207 0 307 ' * 0 

Footage Contract ' 208 0 308 ' w " " • , 0 

Oa>vcfk cbnirScl • • / '< 1 . i '.'•' " '• <• " ' 209 ..V 588.000 309 588 000 

Direcliony Drilling Services , . . ' 210 239.000 310 . •' ,239.000 

Fusl&Pt jwcr ; 211 154.000 311 ,10.000 • 164.DO0 

W a l e r ' • • 212 120.000 312 275,000 . , .. .• 395,000 

Blls • 213 03.000 313 fJ.000 72,000 

Mud £ Chemicals 214 100,000 314 

•'. "•' '." 
" 100.000 

Drill Stern, Test 215 0 315 . > O 

Coring SAnalvsls -•' 216 • •• 0 . A " ' 0 

Cerneni Surface 217 30,000 . . . . •. - 30.000 

Cement Intermedials 218 40.000 • '40.000 

Cement 2nd IrilermerJialsvProducuon 218 O 319 153.000 153.000 

Cemenl Squeeze & Other (rOcttDii Plug) 220 0 320 0 

Float Equipmenl & Central izers 221 35,000 321 30,000 \ 65.000 

Casing d e w s 6 Equipment 222 '20.000 322 ' 30.000 50,000 

Fishing Tods 4 Service 223 O 323 0 

Gtearoolc/Enginesring 224 0 324 0 
Contract Labor 225 10.000 325 . 125,000 T 135,000 

Company Supervision 226 0 326 0 

Contract Suoervtslon 227 • 40,000 327 '50,000 • . - - B0.G0D 

Testing Casino/Tubing 22S 9.000 328 •" : B.000 

Mud Logging Unit • 229 27.500 329 ' - ' . • ' , 27,500 

Logging 230 0 330 0,000 - S- 10,000 

PerforatlnwWireHno Services 231 15.000 331 216,000 231,000 

SlimulalionfTreslino: 0 332 3.BC0.000 3.600.000 

Completion Unll O 333 • • 125.000 ' 125.000 

Swabbing Un i t ' 0 334 "." '. • , 0 
Ke Mats-Surface 235 114,000 335 250.000 . 364,000 

Renlais-S lib surface . 236 100.000 338 65,000 ' 165,000 

[rucklnBfPorkUlijFtig Mobilization 237 290,000 337 ''25.000 • '.'.•315,000 

Welding Services 238 5,000 338 . ' . -7.500 • 12,500 

Waler Disposal 239 13 339 2G2.000 282,000 

Plug to Abandon 240 .0 340 - 0 

Seismic Analysis "•- 241 0 341 

.• ' 
• '-'.. CO 

Closed Loijp j , Environmenlal 244 168.000 344 10,000 . j ,..i7a,ooo 
Miscellaneous 242 0 342 0 

Conllngenty 243 118.500 343 50.000 •166.500 

TOTAL INTANGIBLES 2.428,000 5.527,500 7,955,500 

TANGIBLE COSTS 
Surface Casing 401 C7.00D 

'• -
67.000 

Intermediate Casing 4D2 66,000 503 86.000 

Production Casino 0 503 337.000 337.000 

Tubing >. . , „ - , 0 504 65.000 65,000 

Wellhead Equipment v 405 20,000 505 35.000 55.000 
Pumping Unli . 0 50B 115,000 •,115,000 

Prime Mover 0 507 • •-20,000 , ; , 20,000 

Hods 0 508 55.000 . 55.000 

Pumps. . 0 509 75,000 \ 75.000 

Tanks i ' ' • • 0 510 75.000 *75.000 

Floy-fines O 511 30.000 , . -- 30,000 

Heater Tnraier/Separaler 0 512 80.000 , 60,000 

Electrical System 0 513 . 0 

PackersfAnchors/Hangers 414 0 514 10.000 . 10.000 

Ccuprjngs/fc-jtiincisAfelVes . i 415 O 515 135,000 ••-135,000 

l i n Uomp'essors/Melers O 516 fl.100 B.1CO 

Dehydrator 0 517 . -.- .0 

ln]ectlon FlaniK;02 Equfcmem ; O 518 0 

Mrsceflanetjus 419 0 519 «.• •• •• 0 
Contingency 420 9.000 520 53.900 62£00 

TOTAL TANGIBLES 182,000 1,094.000 1,276,000 

TOTAL WELL COST5 2.610,000 6.621^00 9.231.500 

COG Operating LLC 

Printed Narne: :..\.. 
^.r?.. . j ' . ; . - f r -

•Ih. l,u • 

Date Prepared: 

Wejgfiove: 
WtnkhiB Interest 

Company.. .A -V r>J T^ . fl/.V -U_<-

COG Op era trig LLC 

Br. M ESeite/ K LaFomxie 

This AFE Is only an estimate. By signing you agree lo pay your share 
of Iheatlual costs Incurred. 



STATUS OF AIRSTRIP WELL PROPOSAL & 

JOA SIGNATURES " ' H ''" / ' ' Status as of 3.13.14 

Partici

pating 
JOASig 

Pages 

rec

eived by 

Party 

• Airstrip Fee Com #1H Wei! Proposal," AFE & • 

JOA Letter 

" " , i -

Notes 

.* Original Mail Date: i?20.14 ; ' ' ; , 

r • 1 

» • - . -
( • . " . ! 

Lynx Petroleum"Consultants • Green Card - No Date '-' 
PO Box 1708 ' J '•• u:':.: ~Tim,:X' 
Hobbs, NM 88241 .. . *" " l . -

f., . , t • . • . [ - . / . - - . . ' | 
X Bright Hawk/ Burkard Venture Green Card NOT Received " " 1... 

- • 
PO Box 79790 " " " .. Resent to 11910 Churchill Court, Houston, TX 77024 on 2.27.14 
Houston, TX 77279 Delivered on 3.11.14 per USPS . ' ' . 

\ 1 v.. 1 . - • . - • ! 
X X AYCO Energy LLC i 1. Green Card - No Date 

2909 Hillcroft Ave, Suite 103 Participating 
Houston, TX 77057 • 

1 r. -•• l! - \ 
X Jame5l. Riddle Estate Green card-1.23.14 * 

c/o Jane A. Lancaster 
901 Main St. Suite" 6000 
Dallas, TX 75202 ' . . . " . . . 
also: 8920 Chatsworth Returned - Unable to Forward. . . 
Houston, TX 77024 
also: 4246 Goodfeilow Green card-1.23.14 
Dallas, TX 75229 ' ' 

' : ' i , : , . • . ' \ * . . . * .-. i - - • -,• - . * . • • ' v - • " l 
X W.A. Stockard Estate Green card-1.23.14 

2008 Kirby Dr./Suite 510 
Houston, TX 77019" 
also: 2001 Kirby Dr./Suite 605 Green card-1.23.14 
Houston, TX77Q19 

i ; i . . . - i . . . . . .• — • I 
X Big "6" Drilling Company Green card-1.23.14 

7500 San Felipe St.:/Suite 605 
Houston,TX 77063 '- -

i • i 

• 
' • 1 

X Chester B. Benge, Jr. Green card -1.27.14 ' ' 
7500 San Felipe St., Suite 250 
Houston, TX 77063-

i . - 1 
Marguerite B. Griffith Returned - Unable to Forward 
5416 SuRBr Hill Drive • „ • - , t 

r- Houston, TX 77056' 

i i 1 t '•• , ' - . '• " . | 
X Michael Stone ' . Green card-1.23.14 

7500 San Felipe St:, Suite 250 
Houston, TX 77063 

i . -• i I 
X Jack Burnett Green card-1.27.14 

983 Cash Road ' 
Krjuntze,TX 77625, . 
Also: 7500 San Felipe St.',Suite 250 • Green card -1.23.14. 
Houston, TX7706B' 

f • -' '! j - 1 , « = _ . . . . _ - „ . - - - - • . . | 

X W.H.'Smith Estate Green card-~f!24.14 • , . 
c/o Rowena Reynolds 
1311 N.Rusk . ..;,"*•. 
Wharton, TX 77488' 

i 1 
X 

:elix A. Fishman and Henry Schneider Green card - No date 
Jnder a Trust Indenture by Lucy G. 
Moses dated 12/24/58 
:/o Deutsche Bank Tr. Co. 
PO Box 1297 ' . i • ; 
New York, NY 10008-1297 

1 
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Airstrip Fee Com S1H Well Proposal, AFE & 
! ' " 'JOA Letter Notes 

i r - r_,. . 1 ( ""^ :„ . ' , 1 
X X X Featherstone Development Corp. Green card - No date 

PO'Box429 Participating 
Roswell, NM 88202 

• 
f " I 1 ! t - . 1 

X X X Prospector LLC Green card-No date 

PO Box 429 Participating 
Roswell, NM 88202 

1 - 1 1 1 • 1 
X X X Big Three Energy Group LLC Green card - No date 

PO Box 429 Participating 
Roswell, NM 88202 

\ 1 1 1 1 i 1 
X ExxonMobil Green card -1.24.14 

PO Box 2024 ' 
Houston, TX 77252 

\ • 1 f '" ! I . , . . ! t • • - 1 
X (IP) X Chevron USA Inc. Green card-1.27.14 

Attn: Land Dpt Participating 
PO Box 4538 
Houston, TX 77210 

1 • 1 ( • 1 \ f ; 1 f - . . • • . - . i 
X Harvard Petroleum Corporation Green card -1.22.14 

200 E. 2nd Street 
Roswell, NM 88201 

1 ! i '•1 -1 i • ; v - - • - .v.- - i 
X Compound Properties, LLC Green card-1.29.14 

PO Box 2990 Sent in error - CH spoke to them 

Ruidoso.NM 88355 
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Harvard Petroleum Corporation 
200 Street 

Roswell, New Mexico ES20I-6212 
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