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

APPLICATION OF CIMAREX
ENERGY CO. FOR A NON-STANDARD
OIL SPACING AND PRORATION UNIT
AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO.

CASE NO.

APPLICATION
Cimarex Energy Co. (“Cimarex’), OGRID Number 215099, through its undersigned

attorneys, hereby makes an application to the Oil Conservation Division pursuant to the
provisions of NMSA (1978), Section 70-2-17, for an order: (1) creating a non-standard 160-acre,
more or less, oil spacing and proration unit in the Bone Spring formation, comprised of the E/2
W/2 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico; and.
(2) pooling all mineral interests in the Bone Spring formation underlying this proposed non-
standard spacing-and proration unit. In -support of this application, Cimarex states as follows:

1. Cimarex is an interest owner in the subject lands and has a right to drill a well

thereon.

2. Cimarex seeks to dedicate the E/2 W/2 of Section 7 to the proposed well 10 form a

non-standard 160-acre, more or less, oil spacing and proration unit (the “project area”).

3. Cimarex proposes to drill the Lea 7 Federal Com 2H well to a depth sufficient to.

test the Bong Springs formation. This well is a horizontal well with a surface location 505 feet
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from the South line, 1597 feet from the West line of Section 7, and a terminus 330 feet from the
North line, 1980 feet from the West line of Section 7.

4, This well is within the WC-025 G-08 S203506D pool (Pool Code 97983), which
is subject to the statewide rules for oil spacing and proration units. The producing interval that
Cimarex seeks to drill will comply with the statewide 330 foot setback requirements established
under Rule 19.15.15.9(A) NMAC.

5. Cimarex sought, but has been unable to obtain a voluntary agreement from all
interest owners in the Bone Spring formation underlying the proposed project area 10 participate
in the drilling of the well or to otherwise commit their interests to the well.

6. Approval of the non-standard unil and the pooling of all interests in the Bone
Spring formation underlying the proposed project area will prevent the drilling of unnecessary
wells, prevent waste and protect correlative rights.

7. Notice of this application is being given in accordance with Division rules as
shown on Exhibit A.

WHEREFORE, Cimarex Energy Co. requests this application be set for hearing
before an Examiner of the Oil Conservation Division on July 20, 2017, and after notice and
hearing as required by law, the Division enter its order: |

A. Creating a non-standard oil spacing and proration unit (“project area”) in
the Bone Spring formation comprised of E/2 W/2 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico;

B. Pooling all mineral interests in the Bone Spring formation underlying this

non-standard spacing and proration unit/project area;




C. Designating Cimarex as operator of this unit and the well to be drilled
thereon,;

D. Authorizing Cimarex to recover its costs of drilling, equipping and
completing this well;

E. Approving actual operating charges and costs charged for supervision,
together with a provision adjusting the rates pursuant to the COPAS accounting procedure: and

F. Setting a 200% charge for the risk involved in drilling and completing the

well in the event a working interest owner elects not to participate in the well.

Respectfully submitted,

MODRALL, SPERLING, ROEHL, HARRIS
& SISK, P.A.

By, —
E. 3B S\

Jennifer Bradfute

Post Office Box 2168

Bank of America Centre

500 Fourth Street NW, Suite 1000 ‘
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800

Autorneys for Applicant




EXHIBIT A

CIMAREX ENERGY CO. NOTICE LIST

Parties to be pooled:

AOG Mineral Partners, Ltd.
P.O. Box 1015
Midland, Texas 79702

Rhoades Oil Company
P.O. Box 2673
Midland, Texas 79702

M. Dion Lowe
7801 Espanola Trail
Austin, Texas 78737

John E. & Helen M. Kennann Family Trust, created January 13, 1994
Attn: William H. Kennan, Trustee

1430 Soquel Ave.

Santa Cruz 95062

Realeza Del Spear, LP
P.O. Box 1684
Midland, Texas 79702

Charles Kenneth Moore
18326 E. San Ignacio Cu.
Gold Canyon, AZ 85118

The Long Family Trusts

Larry P. Long, Managing Trustee
118 S. Kilgore St.

Kilgore, Texas 75662

Lowe Family, Lid.
P.O. Box 53775
Lubbock, Texas 79453

Vora Lowe Hartley Mineral Trust

Attn: Teddy L. Hartley & Robert Thomas Hartley, Trustees
P.O. Box 1024

Clovis, NM 88102




Offsets:

Marshall & Winston, Inc.
P.O. Box 50880
Midland, Texas 79710

Legacy Reserves LP
P.O. Box 10848
Midland, TX 79702

COG Operating, LLC
One Concho Center
600 W. Illinois Avenue
Midland, TX 79701




CASE NO. : Application of Cimarex Energy Co. for a non-standard spacing
and proration unit and compulsory pooling, Lea County, New Mexico. Applicant secks an
order from the Division: (1) creating a non-standard 160-acre, more or less, oil spacing and
proration unit in the Bone Spring formation, comprised of the E/2 W/2 of Section 7, Township
20 South, Range 35 Easti, NMPM, Lea County, New Mexico; and, (2) pooling all mineral
interests in the Bone Spring formation underlying this proposed non-standard spacing and
proration unit. This proposed non-standard spacing and proration unit will be the project area for
the Lea 7 Federal Com. #2H well, to be horizontally drilled. The producing area for this well
will be 330 feet from the project area boundary. Also to be considered will be the cost of drilling
and completing said well, the allocation of these costs as well as the actual operating costs and
charges for supervision, designation of Cimarex as operator of the well, and a 200% charge for
risk involved in drilling said well. Said area is located approximately 11.6 miles southeast of the
intersection of Hobbs Highway 180 and County Road 27-A/Marathon Road, located in Lea

County, New Mexico.




District [
1625 N. Freach Dr., Hobbs, NM 88240
Phone: (575) 393-6161 Fax: (575) 393-0720

District Il
811 S. First St, Aresia, NM 88210
Phone: (575) 748-1283 Fax: (575) 748-9720

District Il

1000 Rio Brazos Road, Aztec, NM 87410
Phone: (505) 334-6178 Fax: (505) 334-6170
District [V

1220 S. St. Francis Dr., Santa Fe, NM 87505
Phone: (505) 476-3460 Fax: (505) 476-3462

Energy, M

State of New Mexico

inerals & Natural Resources Department

OIL CONSERVATION DIVISION

1220 South St. Francis Dr.

Santa Fe, NM 87505

Form C-102

Revised August 1, 2011
Submit one copy to appropriate
District Office

[[] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT
AP1 Number I ’§3| Code | 3 Pool Name
30-025-42546 979 WC-025 G-08 S203506D; BS
[ Code £ Property Name * Well Number
3138;8 LEA 7 FEDERAL COM 2H
T OGRID No. *Operator Name * Elevation
215099 CIMAREX ENERGY CO. 3674.9'
wSurface Location
UL or lot no. Section Tewnship Range Lot Ign Feet from the North/South line Feet from the East/West line County
N 7 ] 208 35E [ 505 SOUTH 1597 WEST LEA
" Bottom Hole Logation If Different From Surface
UL or lof ne. Section | Township Range Tot 1 Feet from the North/South line Feet from the Fast/West linc County
€ I 7 | 208 | 35E l 330 NORTIH! 1980 WEST LEA
11 Dedicated Acres  Joint or Iufill 4 Consolidation § ode ¥ Order No.
160

No allowable will be assigned to this completion until all nterests have been consolidated or a non-standard unit has been approved by the division.

.
Al ACE 3 A
LATITUDE = 32°34'54 38" (32.581772)

LONGITUDE = 103°29'59.93" 5 103.499981)
|NAD 27 (SURFACE E ATION)

2000
1000’

o

SCALE

DRAWN BY: C.A.G. 01-21-14
REV: 2 C.D. 06-19-17 (UPDATED SECT

(ON WORK)

NOO21°14"W

2642.99"

Tl = 32°34'53.94" (31.581650)
LONGITUDE = 103“”‘58.]7';!03,499402!
S L PLANE NAD 83 (NNM. E
A N (N}
R|R §
34|35 .
NB928'38°E
E'#E'e&nm'(wu { A | 265860 (doos) ) 5284.32' (Meos.) r .
1960 BHL @ = SURFACE HOLE LOCATION
O = FIRST TAKE POINT
LOT 1 O = BOTTOM HOLE LOCATION
> | A= SECTION CORNER LOCATED
i i gA- SECTION CORNER
-_GI; RE—ESTABLISHED. (Not
§| LoT 2 :|§ = Set on Ground.)
8 A § NOTE:
% 4 *  Distances referenced on
| f \ plat to section lines are
! ' ’ perp.endiculnr. )
g LOT 3 I R oo i
- ] Projection with a Central
g 1 ] Meridian of W103°53100"
3
1980' |
1597° lgi . S 1/4 Cor
JEEEED i e free) k.
U e

E 1/4 Cor.
A sec 18

"OPERATOR
CERTIFICATION

1 hereby certify that the information contained
herein is true and complete 1o the best of my
knowledge and belief. and that this
organization either owns a working inierest or
unleased mineral interest in the land including
the proposed botiom hole location or has a
right to drill this well at this location pursuant
10 @ contract with an owner of such a mineral
or working interest, or to a voluntary pooling

ra isory pooling order
AVION,

716117
Date

Signature

Aricka Easterling

Printed Name

aeasterling@cimarex.com
E-mail Address

"SURVEYOR
CERTIFICATION
1 hereby certify thut the well locativn shown
on this plat was plotied from field notes of
actual surveys made by me or under my
supervision, and that the same is true and
correct to the best of my belie/.

May 17, 2017

Date of Survey
Signature and Seal of Professional Surveyor:

Certificate Number:
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TRACT 1
Federal OGL
NMNM 128835

TRACT 2
Fee interest

. SHL

SECTION 7, RANGE 20 SOUTH, TOWNSHIP 35 EAST, LEA CO. NEW MEXICO
LEA 7 FEDERAL 2H WELL (E/2 W/2 - 160 acre unit)

INTERESTS TO POOL COVERING TRACT #2

OWNER TYPE NET ACRES
William H. Kennann, Trustee of the John E. and Helen M. Kennann Family Truste Unleased minerals 0.05
Realeza Del Spear, LP Unleased minerals 4.8055568
AOG Mineral Partners, Ltd. Leasehold 1.6406248
The Long Trusts, Larry P. Long, Managing Trustee Unleased minerals 0.1797656
Lowe Family, Ltd. Unleased minerals 0.0144032
Teddy L. Hartley & Roberta Thomas Hartley, as Trustees of the Vora Lowe Hartley Mineral Trust Unleased minerals 0.0094176
TOTAL 6.699768




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

OPERATING AGREEMENT
DATED
June 24 ., _2014

OPERATOR _Cimarex Energy Co.

CONTRACT AREA _Section 7, Township 20 South, Range 35 East, Lea County, NM

COUNTY OR PARISHOF _Lea ,STATEOF _New Mexico

COPYRIGHT 1989 - ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD.
FORT WORTIL, TEXAS, 76137, APPROVED FORM.

A.AP.L.NO. 610 - 1989

EXHIBIT



A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989
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JTABLE OF CONTENTS
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INTERESTS OF PARTIES
A. OIL AND GAS INTERESTS:

B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION:

C. SUBSEQUENTLY CREATED INTERESTS:

TITLES
A. TITLE EXAMINATION:

B. LOSS OR FAILURE OF TITLE:

1. Failure of Title.

2. Loss by Non-Payment or Erroncous Payment of Amount Due.
3. Other Losses

4. Curing Title

OEERATOR
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:
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B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR: ....c.............

1. Resignation or Removal of Operator.

2. Sclection of Successor Operator

3. Effect of Bankruptcy

C. EMPLOYEES AND CONTRACTORS:

D. RIGHTS AND DUTIES OF OPERATOR:

1. Competitive Rates and Use of Affiliates

2, Discharge of Joint Account Obligations.
3. Protection from Liens

4. Custody of Funds

S. Access to Contract Arca and Records

6. Filing and Fumnishing Govemmental Reports

7. Drilling and Testing Operations

8. Cost Estimates

9. Insurance

DRILLING AND LO|

A. INITIAL WELL:
B. SUBSEQUENT OPERATIONS:

Operations

. Proposed
, Opcrations by Less Than All Parties

. Stand-By Costs

. Decpening

Sidetracking.
Ordef of Preference of Operations
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. Conformity to Spacing Pattem

. Paying Wells

C. COMPLE‘I‘ION OF WELLS; REWORKING AND PLUGGING BACK:
1. Completion

2. Rework, Recomplete or Plug Back

D. OTHER OPERATIONS:

E. ABANDONMENT OF WELLS:

1. Abandonment of Dry Holes
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2. Abandonment of Wells That Have Produced

3. Abandonment of Non-Consent Operations

F. TERMINATION OF OPERATIONS:

G. TAKING PRODUCTION IN KIND:
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A. LIABILITY OF PARTIES:

B. LIENS AND SECURITY INTERESTS:

C. ADVANCES:

D. DEFAULTS AND REMEDIES:

1. Suspension of Rights

2. Sult for Damages
3. Deemed Non-Consent

4. Advance Payment.

S. Costs ond Attomeys® Fees

E. RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES:

F. TAXB

A sunmmsn OF LEASES: ...

B. RENEWAL OR EXTENSION OF LEASES:

C. ACREAGE OR CASH CONTRIBUTIONS:
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT

THIS AGREEMENT, entered into by end between ___CIMAREX ENERGY CO,
bereinafler designsted ond referred to as “Operatos,” and the signastory porty or parties other than Opemtor, sometimes
kercinafier referred to individually os *Non-Operutar,® and eollectively as “Non-Operators.”

WITNESSETH:

WHEREAS, the parties to this agreement gre owners of Oil and Gas Leases and/or Ol and Gas Interests in the hnd
identified “in Exhibit "A." ond the partics hereto have resched an sgreement to explore aud develop these Leases snd/or Oil
and Gas Interests for the production of Oil end Gas to the extent and as hereinafter provided,

NOW, THEREFORE, it {5 agreed as follows:

ARTICLE L
DEFINITIONS
As uscd in this agreement, (he following words and terms thall have the mesnings here aseribed to them:
A Th:m WMIMthWWWoMwahhmd

MOalhnammuwgmwlmnmmnfmmmmh;wﬂwh
and production testing condneted in such opemtion,

C. The term “Contract Area” shall mezn oll of the lands, Ol and Gas Leases and/or Oil and Gas Interests intended to be
developed ond opemted for Ol and Gas purposes under this agreoment.  Such lands, Of) snd Gos Leases snd Oil and Cos
Inserests are described in Exhibit "A."

D. The term “Decpen” shall meon o single operation whereby & well is drilled 0 an objective Zone below the deepest
Za:lnwhkhlheweﬂwnwwndyﬂnlled.orhbﬂdubeq:ﬁlme,1 d in the iated APE. whichever is the

£, The terms “Drilling Party” and "Consenting Party” shall mean a party who agrees t join in and pay its share of the
cost of any cperation conducted ander the provisions of this agrecment.

F. The term “Drilling Unit”™ shall mcan the area fixed for the drilling of onc well by onder or rule of any staie or federal
body taving suthority. If a Dxilling Unit is net fixed by any such rule or order. o Drilling Unit shall be the drilling umit as
established by the partern of drilling in the Contract Area unless fixed by express agreement of the Drilling Partics.

O. The term “Drilbsitc® shall mean the Oil and Qos Lease or Oil ond Gos Interest on which a proposed well & to be
located.

1L The term “Initin) Well® shall mean the well required to bo drilled by the pasties hereto as provided in Article VLA,

I The tenm "Non-Consent Well® shall mean a well in which less than oll partics have conducted an operation as
provided in Articls VLB.2,

J. The terms “Non-Drilling Porty” and “Non-Conserting Party” shall mesn a porty who elects not to participale in o
propased operation.

K. The term “Ofl and Gas® shall mean oil, gas, casinghead gns, gos condensate, ander oll other liquid or gaseous
hydrocarbons and other marketoble substences produced therewith, unless sn intemt to limit the inclusiveness of this term is
specifically stated.

L. The term "Oil and Gas Interests® or “Interests” shafl mean unieased fee and mincral interests in Ofl and Gas in trocts
of land lying within the Contract Area which are owned by partics to this agreement.

M. The terms “Oil and Gas Lease” "Lense” ond “Lensehold™ shall mean (he ofl ond gas leases or interests therein
covering trocts of land lying within the Contract Aren which are owned by the panies to this agreement,

N. The tom "Plug Back™ shall mean o single operation whercby a decper Zone is abandoned in order to attempt o
Completion in a shaflower Zone.

O. The term “Recompletion® or "Recomplete™ shall mean an operation whereby a Completion in one Zooe Is sbandoned
in order to attempt 8 Completion in a differemt Zone within the existing wellbore,

P. The term "Rework® shall mean an operation conducted in the wellbore of o well ofter it is Completed to stowre,
restore, or improve production in a Zone which is curtetly open to production in the wellbore. Such opemtions include, but
are not limited to, well stimuintion operntions but exclude sny routine repoir or maimtenance work or drilling. Sidetracking.
Decpening, Completing, Recompleting. or Plugging Back of a well,

Q. Tho term “Sidetrack™ shall mean the directions! comrol and imcntional deviation of a well from vertical 5o as to
change the bottom hole focation unless done o straighten the hole or drill around junk in the hole to overcome other
mechanical difficuhies.

R mmwwlmnmdmmwwmmunmmwﬁmw
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nature) snd artificial persons, the plural includes the singular, and any gender inctudes the maseuline, feminine, and neuter.
ARTICLE L.
EXHIBITS
The following exhibits, as indicated below and anached kercto, are incorporated in and made @ past hereof:
X __ A Exhibit "A,” shall include the following information:
(1) Description of lands subject to this agreement,
(2) Restrictions, if ony, as to depths, formations, or subsiances,
(3) Parties to agreement with addresses snd telephone numbers for nntice purposes,
(4) Percentages or frectiona) interests of parties to this agreement,
(5) Oil and Gas Leases and/or Oil and Gas Intercsts subject to this egreement,
(6) Burdens on production.
X__. B. Exhiblt “B," Form of Lense.
X__ C. Exhibit "C." Accounting Procedure.
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

If any provision of eny exhibit, except Exhibits *E° “F° and G is & i with any provisi ined in
the body of this agrecment. the provisions in the body of this agreentent shafl prevail,
ARTICLE lHI,
INTERESTS OF PARTIES

A. Ot and Gas Interests:

If any party owus an Oil ond Gas nterest in the Contract Area, that Interest shali be treated for al) purposes of this
sgreement and during the term hereof o3 if i1 were covered by the form of Oil and Gas Lease attached hereto os Exhibit *D.*
and the owner thereof shaf] be deemed to own both royalty interest in such lease and the interest of the lesseo thereunder.

B. laterests of Parties In Costs and Produetion:

Unless changed by other provisions, all costs and lishilities ncurved in operstions under this agreement shall be bome
and peid. and of) equipment and materials acquired in opematicns oo the Coatrzrt Arca shall be owned, by the parties as their
interests are sct forth in Exhibit "A.° In the same munner, G partics shall akso own all production of Ol and Gos from the
Contract Ases subject, bowever, to the payment of royalties and other burdens on production as described hereaft

Regardless of which party has contributed any Oil and Gas Lease or Oi) and Gos Interest on which royalty or other
burdens may be payable and except as otherwisc expressly provided in this agreement, each perty shall pay or deliver, or
cause 1o be pald or defivered, oll burdens on its share of the produstion fom the Contract Area up to, but not in excess of.
—lth____ood sull indemmify, defend and bold the other parties free flom mny liobility therefor,
Except a3 otherwt ly provided in this egreement. If eny party hos contributed hereto eny Leass or Interest which is
WMWWMmmWammthmdhm
stipulated sbove, such party so burdesed sholl osmume and slone bear all such excess obligations snd shall indemnify, defond
and bold the other panties hereto harmiess from any and all claims suributable to such excess banden. However, so long as
the Driling Unit for the productive Zone(s) is identical with the Coatmct Aren, each panty shall pay or deliver, or cause to

be patd or delivered, oll burdens on production from the Contmact Arca duc under the termns of the Ol snd Gas Lense(s)
which such party has contributed to this agreement, and shall indcmmify. defend and bold the other partes free from any
Hability therefor.

No panty shall cver be responsible, on o price basis higher than the price received by such party, to eny other party's
fessor or royalty ownes, and if such other parys lessor or royalty owner shoukd demand and receive settement on o higher
i (e pary SREGINR 10, 020 00 ARSh Blaher pricy bask ocentributing-the-affested-Loase shall bear the additional royalty burden

Naothing conteined in this Article 1ILB. shall be deemed an assignment or cross-assignment of interests covered hereby,
nnd in the ovent two or more parties contriduto to this agreement foinily owned Leates, the parties® undivided interests in
sakd Leasshoids shall be decmed ceparute leaschold interests for the purposes of (his agrocment.

C. Sobsequently Crented Interests:

If any party has contributed bereto o Lenss or Interest (hat is burdened with an atsignment of production given s security
for the paymeml of money, or if, after the date of this sgreement, any party creates an overriding royahy, production
payment, net profits interest, assignment of production or other burden paysbic owmt of prodoction sttributable to its working
mwmmmuw.wmm Further, if any panty bas contribated
hereto a Lesse or Interest burdened with on ding coyalty, prody pay oet profits interests, or other busden
payzble out of production created prios to the date of this agreement, and such buvden s not shown on Exhibit "A.° such
burden also shall be deemed o Sobsequemtly Crested Interest to the extent such burden couses the burdens on such party’s
Lenose or Interest to exoeed the amount stipulated in Asticle 1ILB. sbove.

The party whose interest is burdened with the Subsequently Crented Interest (the "Burdened Party™) shai) assumc and
olene besr, pay and discharge tho Subsoquently Crested Interest and shall indemwify, defend and hold hormiess the other
parties from and againet ony Hability therefor. Further, If the Burdened Party fhils to pay, when due, its sharc of exponses
chnrgeable hereunder, afl provisions of Anicle VILB. shall bo enforcenble ogninst the Subsequently Crested Interest in the
ssme manncr as thoy aro cnforceablc ngainst the working Interest of the Bundened Porty. If the Burdened Party fs requined
under this ogreement to assign or relinguish to any other party, or parties. all or o pontion of ks working fnterest andior the
production amributable thereto, said other party, or parties, shal) receive ssid assignment ond/or production free and clear of
soid Subscquently Creatcd Interest, and the Busdencd Party shafl indemnify, dofend end bold harmicss ssid other pasty, or
parties, from eny snd sl] claims end demands for payment asserted by owners of the Subsequenly Created Interest.

ARTICLE IV.
TITLES

A. Tile Examinationt

Title examination sha!) be made on the Drillsite of any proposed well prior to commencement of drilling operations and,
if o majority in interest of the Drilling Panics so request or Operator so clects, title cxamination shall bo mads on the entire
Driliing Unit, or maximum anticipated Drilling Unit, of the well.  The opinion will inchude the ownership of the working
interest, mincrals, royalty, iding royafty and production poyments under the spplicable Lemscs.  Bach puity comtributing
Leases endfor Ol and Gas Interests to be included in the Drillsite or Drilling Unit, If appropriate, shall fumish to Operator
all shstrects (inchading federa] lease status reports, ([ anpfieable), thie opinions, titlke papers end cumtive materia! In i possession Gee of
charge.  All such informotion not in the possestion of or mede cvalhible to Operator by the parties, but accessary for the
examinstion of the dlde, shall be obtained by Operator. Operator shall couse tile to be examined by entomeys on its sff or
by ousside suomeys. Copies of all thle opinions shall be fumished to each Drilling Party. Cests incurred by Opemtor in
procuring abarcts, fees paid outside oRomcys for title cxamination (inchuding preliminary, supplementsl. shut4n royahy
epinions and division onder title opinions) end other direct charges os provided fn Exhibit °C* shall be bome by the Drilling
Parties in the proportion that the interest of each Drilling Parry bears to the tolal intesest of ofl Drifling Parties os much
iﬁumlnthdﬁl‘A.' Operator shal) make no charge for services rendered by its suff atomeys or other personned

s sy g o RN S T Y g
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comnneetion with Leases or Oif and QOas Interests contributed by such party. Operator shall be responsible for the prepamtion
and recording of pooling designations or declarations end communitization agreements a3 weil o3 the conduct of hearings
before govemmental agencies for the seeuring of spesing or pooling onders or any other onders necessaty or appropriate ©
the conduct of operstions hereunder,  This shall not prevent any party ffom appearing on its own behalf st such hearings.
Costs § d by Op including focs paid to outside ottomeys, which ssc ossociated with bearings beforc govemmentsl
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sgencies, ond which cots arc mocessery and proper for the octivitics contemplsted wndor this cgreement, shall be direet
charges to ths jolnt account and shall not be covered by the administrutive overhead eharges as provided in Bxhibit °C."
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Opcrator shall make no charge for serviecs rendered by its staff amomeys or othes personnel in the performance of the above
functions.

Unis, W%MIMthMCm%ﬂamhﬂhbmmnﬂcumlm
been examined os above provided, and (2) the title has beco opproved by (he examining ettomey or ditle hot been cecepted by
all of the Deilling Purties in such well.

B. Loss or Faflure of Tlils:

). Failie of Title: Should any Oil and Gos Interest or Of) and Gas Lease be lost through fhfture of title, which results in o
reduction of interest from that shown on Exhidlt "A" the pany credited with conwibuting the offected Lease or Interess
(including. if applicable, a successor in intcrext to such party) shall have ninety (90) days flom fima! determination of title
filure o acquire a new lease or other instrument curing the cotirety of the tile riture, which aoquisition will not be subject
to Asticle VIILB., and fhiling to do so, (his agreement, nevertheless, shall continuo in force 23 to all remoining Oil end Qas
Lenses and Interests; and,

(a) The party credited with contributing the Oil and Gas Lease or Interest affected by the title fhilure (including, iff
applicable, & nuccetcor in intesest to such pasty) thall bear alone the entire loss and 4t shall not be entitled to recover from
Operator or the other parties any development or operating costs which It may have previomsly paid or incurred, but there
shall B¢ np edditional tiability on fts part to the other pasties hereto by reason of sach titls faflure;

(b) There shall bo mo retroactive adjustment of cxpenses Incurred or rovenues reccived from the opertion of the
Lense or Interest which hos fafled, but the interests of the parties comsined on Exhibit “A” shall be revised on an acreage
basis, as of the time it is determined finafly thot title fhiture hos occurred, so thay the interest of the party whose Leate or
Interest {s affected by the tiile friture will thereafter be reduced in the Coatract Area by the amount of the Lease or Interess failed;

() If the proportonate interest of the other parties hereto in eny producing well previcusly drilled on tbe Contract
Area fs increased by reason of the title fuilure, the party who bore the costs incurved in connection with such well ameributable
to the Lesse or Intcrest which has failed shall reseive the proceeds attributable to the increase In such interent (less costs ond
burdens attributable (hereto) until it has been reimbursed for unrecovered costs poid by it in coanection with such well
sttribatable to such failed Lense or Intevest;

(d) Skould any person not & panty to this agreement. who is determined to be the owner of any Lease or tnterest
which has failed, pay in any manner any pant of the cost of operation. development. or equipment, such amount shall be paid
1o the party or pastics who bore the costs which are so refinded:

(¢) Any libility to sccount to o person a0t a party to this agr for prior production of Oil and Qas which eriges
by renson of title failure shall be bome scvemlly by cach party (inchuding a prodecessor to o cumrent party) who reccived
production for which such occounting is required based on the amours of such production roccived, and esch such party shall
severnlly indenmify, defend and hold harmiess of) other parties bereto for eny such HabiBty to sccount;

(D) No charge chall be made to the joint acconmt for legat expenses, fees or salories in connection with the defense of
the Lease or Interest cloimed to have failed, but if the party contributing such Lease or Interest boreto clects to defend its titke
it shall bear afl expenses in connection therewith; and

(g) If any party is given credit on Exhdit "A® to o Lense or Interest which is limited solely to ownership of en
interest in the wellbore of any well or wells and the production therefrom, such pary’s absence of interest in the remainder
of the Contmnct Area shall be considered o Failure of Thle as to sucth remoining Contract Aren unfess that abeence of intevest
Is reflected on Exhibis “A.°

; pyroent of Amount ve: i, through mistske or oversight, any rentl, shut-in well
pmmmummammmmmhmulmdmwmw
Lense or linterest is nol paid or s erroncomly paid, and as o result o Lease or Interest terminates, there shall be no moactary
Tiability ogainst the party who fnfled to make such payment. Unless the party who failed o make the required paymemt
secures o new Lesse or Interest covering the same interest within ainety (90) days from the discovery of the (ailure to make
proper payment, which ocquisition will not be subject to Aniclc VIILB., the intcrests of the puties reflected on Exhibit "A"
shall be revised on an ecreage basis, effective s of the date of terminntion of the Leass or Interest ivolved, and the panty
who failed to moke proper payment will no loager be credited with on interest in the Contract Area on account of ownership
of the Lease or Interest which has terminated. If the party who fuiled to maks tho roquired payment shall not have been fully
mammammmmm«mmdo&mmmnmmmmum
calcnlated on an acreage basis, for the develop and ofp costs previously paid on of such Leate or Interest,
ulhallheMﬁWmImMmﬂWthﬂhhMofﬁnmdw&yh&
previcusly drilled or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of Oil and Gas produced prior to tcrmination of the Leass o Interest, less opemting expenses and kease
bunicos chargeable hereunder to the person who fafled to moke payment, previousty acenied to the credit of the lost Lease or
Interest. on an agreage basts, up to the smount of unrecovered costs;

(b) Procceds of Oil and Gas, Less operating expenses and lease burdens charpeable hereunder to the person who falled
to moke payment, up to the amount of unrecovered costs aftributshle to that portion of Oil and Gas thereafier produced and
marketed (exchuding production from any wells thereaficr drilled) which, in the absence of such Leasc or Intevest termination,
would be sttributsble to the lost Lease or Interest on an ocrcage basis snd which os a result of such Leasc or [nteress
termination i3 credited to other parties, the proceeds of sid portion of the Oil end Gas to be contributed by the other parties
in propostion to thelr respective interests reflected on Exbibit "A”; end,

(€) Any monics, up to the smoun of unrecovered costs, that may be paid by any party who is, or becomes, the owner
of the Leate or Interest lost, for the privilege of participating in the Contract Ares or becoming a party to this agreement,

3. Qiher Lossey: AD fosses of Lesses of Interests commitied to this agreement, other than those set forth in Articles
IVB.}. and IV.B2. esbove. sholl be joint tosses and shall bo bome by afl partics in proportion to their interests shoun on
Exhidit "A." This shall include but oot be limited to the boss of any Leasc or Interest through feilure to dovelop o because
cxpress or i{mplied covensnts have not been performed (other thon perfo which requires only the payment of moncy),
and the loss of any Leasc by expimtion at the end of its primury torm if it is not rencwed or extended. There shall be no
readjustment of intercsts in the remaining postion of the Contruct Aren on acesunt of any joint toss.

4. Cpring Titls: In the event of o Faiture of Title ander Anticle IV.B.U. or o loss of tlile under Amticle IV.B.2. above, any
Lease or [aterest acquired by any party hereto (other than the pany whose interest has failed or was lost) during the ninety
(90) day period provided by Anicle IV.B.1. end Anticle IV.B.2. sbove covering all or o portion of the interest that has fafled
or was lost sholl bo offered of cost to tho party whose interest bas foited or was lost, and (he provisions of Asticle VIILB.
shall aot epply to such coquisition.

.3
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ARTICLE V.
OPERATOR
A. Designatlon ond Responsibilities of Operator:
—_CIMAREX ENERGY CO. shall be the Operator of the Contruct Arca, and thall conduct

nnﬂdlrulmdhveﬁll!mnlddlmmthmhmmmmwmmw.mdwmmhﬂnof
this agreement. hhm“mMNMWWMNmMm
not subject to the control or directicn of the Non-Operators cxcept os to the type of opention to be tndertaken in accordance
with the clection procedures contained In this agreement, Operator thall not be deemed, or hold itself ot as, the agent of the
Nurom:wilhmhtﬁybbhdhmbnydiplhwlhhiﬂumnﬂwhmdby@amnmnyw
panty. Operxtor shal) conduct its setivities under this agreement as o reasonable pmdent cperstor, in & good and workmanlike
mamner, with due diligence and dispatch, in accorfance with good oilfield practice, aed in compliance with applicable law and
regulstion, bot in ao event shall it have sny llability as Operator to the othsr parties for losses sustained or labilltles incurred
except such as may result from gross neglipence or willful misconduct.
nwummnmdwmsmumatmr

\ignation or Remaval of Openytor: Operatos may resign af any time by giving written notice thereof to Non-Operntors.
HWth@ldﬂmewmmmmuwmﬂthMd
serving a3 Operator, Operator shall be deemed to have resigned without any ection by Non-Operators, except the sclection of e
successor.  Operator may be removed only for good canse by the offinnative vote of Non-Operstors owning o majority interest
based on ownership os shown on Exhibit *A” remaining after excluding the voting intevest of Opemtor: such vote shall not be
deemed effective unti] a writien notice has been delivered to the Operaior by a Noo-Operator detalling the alleged defiuh gud
Opemtor has fiiled to cure the defsult within tiny (30) days Gom its recelpt of the cotice or, if the defanlt concerns e
operation then being conducted, within forty-eight (48) bours of its receipt of the notice. For purposes hereof, "good cause® shall
mem not only gross negligence or willful misconduct bt also the materinl breach of or inshility to moet (he standands of
operation contained in Asticle V.A. or matcrial fafture or insbility to perform its obligations onder this agreement.

Subject to Anticie VILD.1., such resignation or removal shall not become effective until 7:00 o'clock AM. on the first
day of the calendor month following the cxpiration of nincty (90) doys sficr (o giving of wotice of resignation by Operator
or oction by the Non-Opemtors to remove Operotor, unless o successor Operator has been selected ond ossumes the duties of
Opemtor ot an carlier date. Operator, after effective date of resignotion or removal, thafl be bound by the terms bereof o2 o
Non-Operator. A changs of a corporste mame or stucture of Operator o tramsfer of Operstor’s interest o any single
subsidiary, parent or successor corpomtion shall not be the basis for removal of Operstor,

2. Seiection of Successor Operptor; Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be sclected by the parties.  The Op shall be selected from the pattics ovming m
interest in the Coatroct Ares o1 the time such successor Operator is sclected. The successor Operator shafl be sclected by the
affirmative vote of two (2) or more partics owning o mujority interest baced on ownership as shown on Exhibit “A'
provided, however, {f an Opcrator which has been removed or is deemed to have resigned fails o vorc or votes only to
nxcceed fteelf, the successor Operator shall be sefected by the affimative vote of the panty or partics owning a awjority
interest based on ownership os shown on Exhibil “A® remaining aftey cxcluding the voting interent of the Operster that was
removed or resigned.  The former Operator sholl promply deliver to the euecessor Opemtor af) records and dota relnting to
the opemtions conducted by the former Operator to the extent such reconds and data arc not olresdy in the possession of the
successor operator.  Any cost of obtaining or copying the former Operstor's records snd data shall be charged to the joim
sccount.

3. Effect of Rankmupicy: If Operator becomes insolvent, bankmupt or fs placed in receivership, b shafl be deemed to have
resigned without any oction by Non-Opcrstors. except the scloction of a successor.  If & petition for refief under the federal
bankruptey laws is filed by or sgainut Op and the t of Op is prevented by the federn) bankrupicy court, all
Non-Operntors and Operstor shall comprise sn interim opewnting committee to serve until Operator hos elected to reject or
essume this agreement pursuont to the Bankruptcy Code, and an clection © reject this ngreement by Opemtor as a debtor in
posscssion, or by o trustee in bankruptcy, shall be deemed a resigmation as Opemtor without any action by Non-Operatoss,
excep! the selection of o successor. During the period of timo the opemating comminte controls operotions, oll actions shall
require the approval of two (2) or more parties owning o mojority interest based on ownership os shown on Exhibit A" o
the evemt there sre only two (2) panies to this egreement, during the period of time the opersting committee controls
operations, o thind porty aceepiable 1o Opematos. Non-Operntor end the federal bankruptcy coun shafl be selected as o
member of the cperating commitice, and all actions shall sequire the approval of two (2) members of the operating
committee without regard for their intevest in the Contrart Arca based on Exbibit “A."

C.Bwyhymandtomnmn.

The number of employees or used by Op in conducting opemtions hercunder, their selection, and the
hours of bdor and the compensation for services performed thell be determined by Operstor. and o} such emmployees or
contractors shal be the cmployees or contractors of Operator.

D. Rights and Dutles of Operaton

1. Competitive Rntex ond Usc of Affifistes; Afl wells drillod on the Controct Arca shall be drilled on o competitive
contract basis ot (he usus) mites prevailing in the sren. If it so desirces, Operator may employ its own tools and equipment in
the drilting of wells. but its charges thevefor hall not exceed the prevailing rates in the aren and the rate of such charges
shall be agreed upon by the parties in writing befbre drilling opertions arc commenced, and such work shall bo performed by
Operator under the same tenns and conditions a3 sre customary and ususl in the area in contracts of independent contractors
who sre doing work of o similar nature.  All work perfonmed or materials supplied by Asfliliates or-relatod-panies of Operator
shafl be performed or supplicd ot competitive rutcs, pursmant to written egreement, and in occordsnce with customs and
Mpﬂ:\tﬂhahlhebbmy

2. Discharge of K Ibligations: Except as berein otherwise specifeolly provided, Opemtor shall proeply pay
MMwwhhmdwhdmmmmhmﬁwmm
mwormmammmmmmmmmwmwmmt-

Operator shall keep an occurste record of the joimt g €xp i d and chorges and credits

made and received.
wammumuummmmwmmwmmm

of contractors and supplicrs ond wages and salaries for services rendered or performed, and for rink don to o in

mdMWMammhmmmwmmmmcmm&nm
-4-
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liens and encumbramces resulting therefrom except for those resulting from a bona fide dispute os to cervices rendered or
materials supplied,

4. Csiody of Frmds: Operator shall hold for the account of the Non-Operators cny finds of the Non-Operntors advanced
or paid o the Operator, cither for the conduct of operations hereunder or as a result of the sale of produstion from the
WMMMMMMMMJMWMNMWMRMNMM

used for their intended purpose or oth Uefivered to he Non-Opemtors or applied toward tho paymemt of debis &
provided in Article VILB. Notbing in this paragraph shall be construed to establish o fiduciary relationship between Operntor
and Non-Operators for any purpasc other than to sccount for Non-Operstor funds as herein specifically provided. Nothing in
mhmwhmllmhmmmwwdmmmmmdmwmmm

3 ontra en_ond Ree wmlmumwmmmnmm
ummwwmmnmwummmmmaumnmwmw
o} operations of cvery kind ond chameter being conducted for the joint accommt on the Coniract Area and to the records of
operations conducted thercon o production therefrom, including Operutor’s books and records relating theveto.  Such eccess
rights shall not be exercised in o0 mummer interfering with Operator’s conduct of en opemtion horeunder and shall net obtignte
Operator to (umish any geologic of grophysical dota of an interpretive nature unless the cost of preparution of such
interpretive dats was charged to the joint account.  Operstor will fumish to esch Non-Opcrutor upon roquest copics of eny
and all ceports end information obtained by Operator in connoction with production and related items, inchuding. withou
purchase contracts and pricing informaion to the extent not applicable to the production of the Non-Operator secking the
information. mm:uwmmwmwmuwmdmwm

Pumis ! M_Reports, Operator will file, and upon written request promptly furnish copies to
ﬂmm“hmuhmahmmmm”hﬂmmumm
required to be filed by local State, Federal or lndian agencies or authorities hoving jurisdiction over opemtions hereunder.
mwmmuwmummwwmmwmmmm

e folowiag prprisions S| RN e e Sigrieed g deventd

{8) Operstor will promptly advise Non-Operstors of the date en which the well is spodded, or the datc on which
mmmw

um%mmmmmmmdmmmﬂ
nmm mnﬂywmhmuuwm&ﬂytnﬁmmmmmm-dlm

(c) Operator shall adequntely test all Zones encountered which may reasonably be expected to be capable of producing
0il and Cos in paying quantities as 8 resul of exsmination of the electric log or any ether lngs or eotes or letis eonducted
hereunder.

& Cust Estimates: Upon request of any Conseming Party, Operator shal) fumith estimates of current and cumuiative costs
incurred for (he joint occount ot ressomable intervals during (he conduct of sny opemiisn purmuant to (his agreement.
Operator shall not be heid liable for errors in such estimates 6o long as the extimates we mads in good faith,

9. lommnee: Al afl times whike opemiions oro conducted heremnder, Opemtor shall comply with the workers
compensation law of the stac where the opemtions are being comducted; provided. b that Op may be o self
fanurer for liability under said compensation laws in which event the only charge that sholl be mads to the joint account shall
be as provided in Exhibit "C.* Operstor shall also carry or provide insurnce for the benefll of the joint accoum of the panies
o8 outlined in Exhibit "D" ettached herto and made a pon bercofl.  Operator shafl roquire #fl contrectors engagod in work on
or for the Contract Area to comply with the workers compensation low of the atate where the operstions are being conducted
end to maintain such other insarance as Operator may roquire.

In the cvent automobile lability insurance is specified in said Exhibit *D.” or subscquemly reccives the approval of the
wﬂa.mmm:hﬂhmwwhpthmbmhommmain
equipment.

ARTICLE VI.
DRILLING AND DEVELOPMENT

A. Initist Welk:
muufmme_L_aya_mm__.nu,wmmmmmmmﬁmdmw
Well a1 the following location: ’

T

Eenil 01 QDO XIMIAIN)
st _SIEDIL iYL K_Ho) M rln{f‘ lﬂ i

5. ororision and patees athy ppoyided 6 difling of e bl Wel and the pancipatiop herpin
mCompIelmopamhmnﬂAﬂkleVl.F nmmdeMXlummd&wm
B. Sobtequent Operotions:

5.
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I. Propotod Opcrntions; i sny party beroto shoald desire to drill any well on the Contract Area other than the initlal Well, or
If coy party should desire to Rowork, Sidstmck, Decpen, Recomplete or Plug Back o dry holo or @ well oo longsr capable of
producing in paying quantities in which such party bes not otherwise refinquished its intevest In tho proposed objoctive Zope uader
this egreemem, he panty desiring to drill, Rework, Sidetrck, Decpon, Rocomplete or Plug Back such a wel) shafl give written
notico of tho proposed opemtion to the parties uwho have ot otherwise refinguithed thelr interest in mach objective Zoae
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under this agroement and to all other pertics in the case of a propesal for Sidetracking or Deepening, specifying the work to be
muwmmmmmmmmadmm The partics to whom such o
he \ g S gich propored o hw!hlg(”)duguﬂuleﬁtdmm
mhmawwmﬂmhhmdmwwm Irnaiﬂhnﬂghmhwha.noﬁwotamlb
Rework, Sidetrack, Recomplcte, Phup Back or Detpen may be given by ielephone and the response period shall be limited to forty-
cight (48) hours, exclusive of Semrday, Sundoy and lcgnl hofidays. Failure of a panty to whom such notico is defiverod to ceply
within the period above fixed shall constitite on election by that panty not to pantieipaie in the cost of the proposed operation.
Any propossl by a party to conduct an operation conflicting with the operation initislly proposed shall be defivered to afl parties
within the time and in the manner provided in Article VILB.6.

If all parties to whom such notice is delivered elect to participaic in such o proposed opertion, the parties shafl be
contractmally commitied to panicipate therein provided soch operstions oo commenced within the time period heresfier soi
forth, and Opermtor hall, no later than nincty (90) duys after expimtion of the noticc period of thiny (30) days (or s
MMMWMWWMW(“)MWWM-MMWHMM&MGQ
may be), ily peration and thereafier complete it with due diligence at the risk and expense of
mmmmmmmmmmuwwuﬂmm«m
by Operator to the other pasties, (or a period of up to thiny (30) additiona) days if, in the sole opinion of Opersior. such
additiona) time is reasonsbly necessary to obtain permiss ffom governmento) authoritics, surfoce rights (including rights-of-
way) or oppropriste drilling equipment, or to complete title examinstion or curative mamer required for dtle approval or
scceptance. I the ectual operation bns not been commenced within the lime provided (including any extension thereof us
specifically permitted herein or in (ho force majourc provisions of Anicle XI) and if any party hereto still desires to conduet
said operation, writen notice proposing mame must be resubminned 10 the other parties in accordmce berewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of o well for which a proposal w0 Deepen or
Sidetrack is mede hercunder chafl, if such partics desire to participate in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Parties in occordance with Article VIB4. in the cvent of o Deepening operation end In accordance
mmwuhmmaamm

(a)mmmum If any party to whom such notice is delivered as provided in Anicle VIB.I. or
VLC.1. (Option No. 2) clcets not to porticipate in the proposed operotion, then, in order to be entitled to the beneflts of dhis
Anicle, the party or parties giving the notice and such other partics as chafl elect to patticipate in the operation shall, ao
tater than nincty (90) days after the expimtion of the notice period of thirty (30) days (or as prompily ns practicable after the
expimtion of the fortycight (46) hour period when o drilling rig s on location, es the casc may be) octually commenco the
proposed cperntion and complicte it with due diligence.  Operator shall perform afl work for the occount of the Consenting
Perties; provided. however, if oo drilling rig or other equipment is on location. and if Operator is o Non-Consenting Party,
the Comenting Porties shall either: (i) request Operutor to perform the work required by such proposed cperution for the
account of the Consenting Porics, or (ii) designate one of the Conscating Postics os Operator to perform such work,  The
rights and dutics granted to and imposed upon the Operator under this agreement are granted to and imposed upon the pany
designated as Operstor for an operation in which the criginal Operntor is & Non-Consenting Panty. Consenting Parties, when
conducting operations on the Contmect Aren pursmant to this Artele VLB.2., chall comply with afl tenms and conditions of s
sgresmens.

If less than ol parties app any proposed cperation, the ¢ g party. i distcly after the expintion of the
Mmmmmmmmm«mwmdmmmmmum
recommendation as 0 whether the Consenting Panics should p d with thc opemtion as d. Each Conscating Pany,

within forty-cight (48) hours (exclusive of Saturdyy, Sunday, and legal holidays) after delivery of such aotice, shall advise e
proposing party of lts desire to (1) Hmit participation to such porty’s interest as shown on Exhibit “A® or (i) camy only it
proportionate pert (determined by dividing such panty's interest in the Contract Arca by (ko intercsts of ol Conscuting Portics in
the Contract Area) of Non-Consenting Putics’ interests, or (lii) cany its proportiomate part (dstermined os provided in (i) of
Non<Consenting  Parties” interests topether with all or a portion of is proportionate part of eny Non-Consenting Parties’
interests that eny Conscoting Purty did oot cloct to ke  Any inmterest of Noo-Conscnting Pantics that is nos camried by 8
Consenting Pamty shall be deemed o be carvied by the party proposing the operation If such party does not withdaw its
proposal.  Failure to advise the proposing paty within the time required shall be deemed an cicction under (1) In the evemt o
drilling rig is on location, notice may be given by telephone. and the time permitted for such a response shafl not exceed
totd of forty-cight (48) hours (cxctmsive of Scwundny, Sunday and legal bolidays). The proposing panty, ot its clection. may
withdrow such proposal if there is less than 100% penicipation end shall notify all parties of such decidon within ten (10)
days. or within twenty-four (24) hours if a drifling rig is on location, following expirstion of the applicablo response period.
If 100% subscription to the proposed operstion is obtained, the proposing party shall promptly notify the Consemting Porties
of their proportionate interests in the operstion and the party scrving as Operator shall commence such operation within the
pabdpw:dedmmlcvml nﬁwwﬂwmmnﬁmwﬂdm

quithment o for. Non-Participation, The entire cost and sisk of conducting such operaticns shafl be
mwmcMmmhmmmwmm”wumwmmormm
pareproph.  Consenting Porties shall keep the leaschold esintes involved in such operstions free and clear of of) fiens and
encumbrances of every kind created by or arising from the operstions of the Consenting Parties.  If such an operation results
in & dry hole, then subject to Asticles VLB.6. ond VLE3, the Consenting Purties shall plug and abandon the well and restore
the surfoce locotion of thelr sole cost, risk and expents; provided, however, that thote Non-Consenting Parties that
participated in (he drilliog, Deepening or Sidetracking of the well shall remain lisble for, and sial) pay. their proportionate
shares of the cost of plugging and abandoning the well and restoring the surfoce location insofar only es thosc costs woro rot
incressed by the subsequent operotions of the Consenting Parties.  if ony well drilled, Reworked, Sidetracked. Decpened.
Recompicted or Plugged Back under the provisions of this Asticle results in o well capable of producing Oi) and/or Qs in
paying quontitics, the Consenting Partics shall Complete and equip the well to produte @ their sole cost and risk, and the
well shall then be tumed over to Operator (if the Operator did not conduct the operution) end shall be operated by it m the
expense ond for the eccount of the Conscnting Portes  Upon commencement of operations for the drilling, Reworking,
Sidetracking, Recompleting, Decpening or Plugging Bock of any such well by Consenting Purties in nccondance with the
provisions of this Anicle, esch Noo-Consenting Party thall be deemed to have relinquiched to Consenting Parties, and the
Conscnting Portics shall own and be entitled to rocciwe, in proportion to thelr respective intcrests, oll of such Non-

-6
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Deepening, Recompleting or Plugging Back, or o Completion purnmsnt to Astick VIC.I. Option No. 2, afl of such Non-
cmwumhmmmwmummmumnmmumm
to participate. Such relinquithment shall bo effective umil the proceeds of the sale of such share, colculsted o1 the well, or
merket value thereof if such share is not sold (sfler deducting applicable ad valorem. production, severance, end cxcise taxes,
Mmy.mtmwwmmmmmbymﬁIlLC.payaneomofu-nmmdbylhem:ﬂu
ﬁmnbwdlwthguﬁhmlomhwmﬁli:m).shllqmldhbhloﬂhemm

G} 100 xammmmmauwammwmw
beyond the wellheod connections (including but not Hmited to stoek tanks, cep treaiers, P oquipment end
Wml%dm&uﬁ“«mhhﬁ:hvﬁhmdmmﬁhmnmwmmn
production and continuing until each such Non-Consenting Pamy's relinquished interest shall revent to il under other
provisions of this Anicle, it being agreed thot each Noo-Comsenting Party's share of such costs and equipment will be that
intorost which would bave been chargesble to such Nen-Consenting Party bnd it participsted in the well from the beginning
of the opesations: and

() _300_% of () thet portion of the costs snd expenses of drilling, Reworking, Sidetracking, Deepening,
Plugging Bock, testing, Completing. and Recompleting. afier deducting eny cash comtributions reccived under Article VIILC.,
and of (b) that ponion of the cost of nowly acquired equipment in the well (10 and including the wellhead comnections).
which would have been charpeable to such Nan-Consenting Perty if it had participated therein.

Notwithstanding anything to the contrury In this Artiele VLB, if the well does not reach the decpest objective Zono
deseribed in the notico proposing the wefl for rensons other thon tho cncountering of granite or practically impenetrable
substance or cther condition in the bole rendering further operations improcticzble, Operator shafl give notice theveof to esch
Non-Consenting Porty who submitted or wvoied for an altemative proposal under Asticle VLB, to drill the well to &
shaflower Zone than the decpest cbjective Zone proposed in the notice under which the well was drilled, and cach such Noo-
Consenting Party shall kave the cption to participate in the initial proposcd Completion of the well by paying is share of the
cost of drilling the well to its actus] depth. calculsted in the mamner provided in Asicle VIBA4. (8) If any such Non-
Consenting Party doet not elett to participate in the (irst Completion proposed for tuch well, the relinquishment provisions
omsAmlevw.z.(b)dnnm»mmysm

Reworki, g Back, An clection not to panicipate fn the drilling, Sidewracking or
Dcepmhsofnwdlthnmmmwmhmyhmhswmm“mwh
suth o well, or portion thereof, to which the inftial non-consent clection applicd that is conducted &) sy timo prior to full
recovery by the Conseting Purtics of the Non-Consenting Party's recoupment amwount  Similarly, an election not w

pate in the Completing oc Recompleting of a well shall be deemed on clection not o participate in any Reworking
WWhMIMGWWthWWWWMBMU
sny time prior (o full recovery by the Consenting Paries of the Noo-Consenting Pamy's recoupment smount. Any such
Reworking, Recomploting or Plugging Back operstion conducted during the recoupment period shall be deemed pan of the
cost of operntion of said wefl and there shall be added to the sums to be recouped by the Consenting Porties __300 % of
thnt portion of the costs of the Reworking. Recompitting or Plugging Back operation which would have been charpeable to
such Non-Conseoting Purty had i participated therein. I such o Roworking, Rocompleting o Plugging Back opertion s
proposed during such recoupment period, the provisions of this Article VLB. shal) be applicoble as between said Consenting
Parties in said well.

(d) Recoupment Matters. During the period of time Conscnting Pustics arc emitled to receivo Non-Consenting Pany's
mammummmmulummmwammm

excise, gathering and other taxes, and ofl royaly, ovemiding royalty and other burdens applicable to
wwmammwwmm

In the cosc of any Reworking. Sidetmcking. Plugging Back. Recompieting or Decpening operution, the Consenting
Parties shall be permitted to use, free of cost, oll casing, tubing and other equipment in the well, but the ownemhip of all
such equipment shall remnin unchanged: and upon abendomment of o well after such Reworking, Sidetracking, Plupging Back.
Recompleting or Decpening, the Consenting Portics shafl account for all such equipment to the owners thercof, with each
party receiving its proportionate part in kind or in value, less cost of salvage.

Within ninety (90) days after the completion of any opemtion under this Aricle, the party conducting the opemtioas
for the Consenting Panties chall fumish coch Non-Consenting Party with cn inventory of the equipment in and comnected to
the well, and en itemized smement of the cost of drilling. Sidetrucking, Decpening, Plugging Bock, testing, Completing.
Recompleting, and oquipping the well for production; or, st its option, the opemting penty, in licu of an itemized statemem
of such cosis of operation, may submit a deiniled statement of moathly billings. Each month thereafier, during the time the
Consenting  Partics are being reimbursed os provided above, the party conducting the opemtions for the Consemting Panics
shofl fumnish the Non-Consenting Parties with an {lemized statement of afl costs and Habililes incomed in the operation of
the well, together with a sintement of the quantity of Oil and Oas produced (rom it and the amount of proceeds renlized from
the sale of the wrils working Interest production during the preceding month. In determining the quentity of Oil and Gas
produced during any month, Consenting Pasties shofl vse industry nccepted methods such as but not Emited to meteving or
periodic well tests.  Any amount realized from the sle or other disposition of equipment newly scquired in connection with
any such operation which would have boen owned by s Non-Consenting Party hed it participated therein shal) be credited
sgrinst the total unretumed costs of the work done and of the equipmeni purchased in determining when the interest of such
Non-Consenting Party thall revert to it as chove provided; and if there is o credit balance, #i shall be paid 10 much Non-
Consenting Party.

If and when the Consenting Partics recover from a Non-Conscnting Party's relinguished interest the amounts provided
for above, the rolinquished intercsts of such Non-Conscnting Pasty shall outomatically revert to it as of 7:00 am. on the day
following the day on which mueh recoupment occurs, and, fram and after such reversion, such Non-Conscmting Party shall
own the same interest in such well. the material and equipmest in or penaining theretn, and the production therefiom as
such Non-Consenting Party would have been entitled to Bad it paticipoted in the drilling, Sidetrocking. Rewocking,
Decpening. Recompleting or Plugging Back of soid well  Thereafter, such Non-Contenting Party shall be charged with and
shall pay its proportionsie pan of the further costs of the operation of sid well in accordance with the terms of this
agreement and Exhibit “C* artached hereto.

3. Stand-Nly_Conn: When n well which has been drifled or Deepened has reached fs suthorized depth and al) tests have
been completed and tho resulis thereof (umithed to the perties, or when operations on the well have been otherwise
terminated pursusnt to Article VILF., stand-by costs incwred pending response to o party’s notice proposing a Reworking,

7
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mwammmwm«cmmlnmnmmﬂmgmww
ender Article VLB, to resolve competing proposals) shall be charged and bome as pont of the driling or Deepening
operation just completed.  Stand-by costs subsequens to afl parties responding. or expintion of the response time permitted,
-ﬁmmnmuwwwmnnmmkmmamwwmm»um
of the second grammutical paragraph of Anmigle VLB.2. (o). sholl be charged 1o and bome os parnt of the proposed operation,
bt if the propees! is suhsequently withdrowm because of insufMicient panicipation, such stand-by costs shall' be allocated
between tho Consenting Porties in the propomtion cach Consenting Party’s interest as shown on Exhibit A" bears to the totol
Interest as shown on Exhibit “A® of all Consenting Parties.

party In the event that notice for a Sidetracking or. Deepeniing operution is given while the drilling rig to be utilized is on location, any

may request and receive up to five (5) additioon] days ofier expimticn of the fortyeight hour response period specificd in
Article VI.B.). within which to respond by paying for off stond-by.costs ond other costs incurrod during such extonded
responso period; Operator may require such party to pey the estimated stand-by time in advance a3 a condition to extending
the response period. I more thon oao party elects to take such additional time © respond 10 the notice. standby costs shall be
allocated between (he parties toking additiona) time to respond on o day-to-dny basis in the proportion earh electing pany's
Enterest as shown on Exhibit “A” bears to the total interest &3 shown on Exhibit "A” of all the electing partics.

4. Decpening: If kess than ol portics clect to participete in s drilling. Sidetracking, or Deepening opemtion propesed
pumunt to Article VLB.1., the imerest relinquished by the Non-Consenting Portics to the Consenting Purtics under Articks
VLB2. shall relate only ond be limited to the lesser of (i) the tota) depth cctually drilled o1 (i) the objective depth or Zone
of which the parties were given ootice under Asticle VLB.1. (“Initia) Objective™). Such weil shall not be Decpented beycnd the
tnitial Objective withom firt complying with this Articic to afford the Non-Comsenting Portics (he opportunity to participate
in the Decpening opetation.

In the event nny Consenting Party desires to drifl or Deepen o Non-Consent Well to a depth below the Initial Objective,
such party shall give notice thoreof. complying with the roquirements of Aricle VLB.I., to all parties (inchuding Non-
Consenting Posties).  Thescupon, Articles VILB.I. and 2. shall epply and all panies recciving such aotice shall bave the right
patticipate or mot participate in (he Decpening of such well pursuant to sald Anicles VIBLI. ond 2. If & Decpening operation
is spproved pormmant to such provisions, and if any Noo-Conscating Party clects to participato in the Deepening opertion,
such Non-Consenting party shall pay or make reimbursement (as the cose may be) of the following costs and expenses,

(o) If the proposal to Deepen is made prior to the Completion of sach wel) a3 a well capable of producing in paying
quantities, such Non-Consenting .Party shall pay (or reimbure Consenting Partics for, as the caso may bo) thm shore of costs
snd expenses incurred in commection with the drilling of said well fiom (he snface to (he Initial Objcctive which Non-
Conscting Porty would hovo paid had sach Noon-Conscnting Party egreed o participate therein, plus the Non-Conseating
Panys share of the cost of Decpening and of participating in any further operations on the wefl in accordance with the other

provisions of this Agreement; provided, h -afl costs for testing wnd Completion or attempied Completion of the well
incurred by Consenting Purtics prior to the poimt of actual operations to Decpen boyond the Initiat Objective shall be for the
sole sccount of Consenting Parties.

(b) If the proposal is mede for a Non-Consent Wel) that has been previously Completed 8a 8 well capable of producing
in paying quantities, but is no longer cepable of producing in paying quantities, ench Non<Consenting Party shafl pay (or
reimburse Consenting Pastics for, as (he case may be) its propomionste share of of) costs of drilling. Completing. and
equipping said well from the surface to the Initlal Objective, cokuisted in the manner provided in paragraph (0) above, kss
those costs recouped by the Consenting Porties from the sale of production from the well The Non-Conscating Perty ehafl
also pay is proportionate chore of il costs of recntering soid well. The Non-Consemting Parties’ propostionate part (based
on the percentage of such well Non-Consenting Party would have owned had it previcusly participated in such Non<Consent
Well) of the costs of salvable materios and oquipment remsining In the hole and aivable surface equipment vsed in
connection with much well shall be determined in sccondance with Exhibit °C.° If the Consenting Purtics hnve recouped the
cost of drilling, Complcting. and equipping -the well af the time such Docpening operation fs conducted, then & Non-
Consenting Party mny participate in the Deepening of the well with no poymemt for costs incurved prior to re-entering the
well for Decpening

The foregoing shall not imply a right of eny Consenting Party to propose ony Despening for 8 Non-Consent Well prior
to the driling of such well to its Initinl Objective without the consemt of the other Conscming Pentes o3 provided in Anicle
VLF.

S. Sidetmcking: Any party having the right to participate in 8 proposed Sidetracking operation that docs mot own an
interest in the affected wellbore ot the time of the notice shoil, upon clecting to panticipate, tender to the wellhore oumers its
proportionate chare (equal 1o its interest in tho Sidetracking operstion) of the value of that portion of the existing wellbore
to be utitized as follows: )

(o) I the proposal bs for Sidetracking en existing dry bole, reimbursement shall be on the basis of the actual costs
fncwred in the inftial drilting of the well down to the depth at which the Sidetrocking operetion fs initlated.

(b) If the proposel is for Sidetracking o well which has previously prodneed, reimbursement shaf) be on the basis of
such perty's proportionate share of drilling cod equipping cous incumed in the initial drilling of the well down lo the depth
a1 which (he Sidctracking opcration is conducted, calculated in the manncr described in Anicle VIB4() sbove.  Such party’s
proportionate share of the cost of the weils salveble materiols and equipment down o the depth ot which the Sidetracking
operation is initiated shafl be determined in accordmnce with the provisinns of Exhibit °C.°

6. Onder of Preferencs of Qpemtions, Except o8 otherwise sperifically provided In this greemens, if any party desires to
propose the condnct of an operation that conflicts with o proposa) that has been made by o perty under (his Anicle V1, such
party shall have fificen (15) days from defivery of the initial proposal, in the case of & proposal to drill @ well or to perform
nw&nﬂmmlwﬂlmw&ﬂhgrhhmhﬂhmuumfwﬂl)hﬂnmundw.mmw
holidays, from delivery of the initia) proposal. if a drilling rig is on location for the well on which such operation is to be
conducted, to deliver to oll parties entitled to porticipate in the proposed operation such panty’s aliermative proposal, such
alternate proposal to contsin the same information required to be inclnded in the initial propossl  Each party receiving such
proposals sholl elect by delivery of notice to Operstor within five (5) days ofler expintion of the proposal period, or within
twenty-four (24) houwrs (exchrive of Saturday, Snday and legal holkinys) if o drilling eig is on location for the well that is the
subject of the proposals, to participste in onc of the competing proposals. Any party not clecting within the time required
shall be deemed not to have voted. The proposal receiving the vote of panies owning the largest aggregate perccutage
interest of the partics woting shall have priority over all other compeling proposals: in the casc of a ke voie, the
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and legal holidsys, if o drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
hmbmhn)ﬁmmﬁﬂduhmmdmbyaﬁmydmhmounummﬁpmhwmub
refinquish interest in the affected well purmom to the provisions of Articic VLB.2.; failure by o pany to deliver notice within
such period shall be deemed an efection pof to participate in (ko prevailing proposal.

7. Conformity to Spacing Pattem, Notwithstanding tho provisions of this Article VLB.2., &t is agreed that no wells shaf) be
thtﬂhmuWhuMMuhﬁm%-wﬂlbﬂdMn&M
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with the consent of all partics that have not refingutished interests in the well et the time of such operation.
C. Compiletion of Wells; Reworking and Pingging Batk:

I. Completion; Without the consent of all panies, no well shall be drilled, Decpened or Sidetracked. except any well
drilied. Deepened or Sidetracked pursuzm to the provisions of Article VLB.2. of this agreemem. Consent to the drilling.
wummm

-] Wmmmmummuwwwdumm
such well bas reached its authorized dopth, and all logs, corcs ord other tests have been completed, and the results
thereof fumished to the parties, Opemtor shall give immediste notice to the Non-Operators baving the sight to
participate in & Completion aftempt whether or not Operator mcommends sttempting to Complete e well,
together with Operxtor's AFE for Completion costs if oot previously provided. The parties recelving such notice
shall havo forty-cight (48) hours (cxclusive of Saturday, Sunday and legal toliduys) in which w0 clect by delivery of
notice (o Operator to participste in 0 recommended Complction attempt or o make o Complction preposal with an
accompanying AFE.  Operator sinll defiver any soch Completion proposal, or any Commpletion proposal conflicting
with Operator’s proposal. to the other partics entitied 0 panticipats In such Conpletion in accordance with the
procedures speeified in Amticle VLBAS. Elcetion to porticipate in o Completion attempt shall fnclude consens to ofl
necessary expenditures for the Completing and equipping of mxch well, including mecessary tankage sndior surface
{ocilities but excluding any stimuintion opemition aot contuined on the Coampletion AFE.  Failwre of sny pany
receiving such notice 0 reply within the period sbove fixed shall constituto an clection by that party pot to
participate in the coss of the Completion sttempr; provided, that Anicke VIB.G shall contre) in the case of
conflicting Completion propomals. If one or more, but less than afl of the parties, elect to artemyt & Completion, tho
provision of Article VLB.2. hereof (the phrase "Reworking, Sidetracking, Deepening, Recompleting or Plugging
Back® as contained in Amicle VLB.2. shall be deemed to includs “Completing™) shall upply to the opermtions
thereafter conducted by less than afl parties; provided, howcver, that Asticle VLB.2. shaf) apply scpanately to each
scparnte Cotnpiction or Recompietion attempt undertaken hercunder, and an cleetion to become a Non-Consenting
Party os to one Completion or Recompletion attempt shafl oot prevemd o party from becoming o Consenting Party
in subsequent Completion or Recompletion anempss regardless whether the Comscnting Parties as to  carfier
Cempletions or Recompiction bave recouped their costs punant to Anicle VILB.2.: provided further, that eny
recoupment of costs by a Consenting Pamy shall be made solely from the production sitributablo to the Zone in
which the Completion attempt is made. Election by a previous Non-Consenting party to porticipote fn o subsequent
Completion or Recompletion antempt shall require such party to pay its propostionate share of the cost of salvable
materials end equipment installed in the wel) pursunmt to the provious Complction or Recompletion emempl
insofar and only insofer ss such matcrinls and oquipment benefit the Zone in which such porty participates in o

R pleto or Plug Back; No well shafl be Reworked, Rocompleted or Plugged Rack except o well Reworked,
mm«wmmumwmdmvmamw Consent ‘o0 the Rewurking,

Recompleting or Plugging Back of o well shall include ofl necessary expendimres in ducting  such i od
Completing and equipping of said well, including necessary tankage and/or surface (eilitics.
D. Other Operatioan:

Operstor shall not undertake any single project rensonnbly estimnted to require an expendiwre inexcessof
Seventy-Five Thousond Dollrs{SIS000 ) excepl in connection with the

drilling, Sidetracking, Reworking, Decpening. Completing, Recompleting or Plugging Beck of a wel) that has been previously
authorized by of purwuam to this sgreement: provided, bowever, tut. in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such expenses as in its opinion
are required to deal with the emergency to safeguard life and propeny but Opessior, as prompily as possible, shall repont the
emergency to the other partics. lfowmmmwmmmwmﬂﬁmdﬁmyw»
requesting on information copy thereof for any single project costing in excessof_Seventy-FlyeThoneand Dol
(S28.000 ). Any party who hos nos relinguished its intevest in o well shall have the right to proposs that
Operator perform repair work or undertske the insallation of artificisl BN cquipment or encillory production facilities such as
sah water disposal wells or to conduct odditions] work with respect to a well drilled hereunder or other similar project (but
not including the insmilstion of gathering Encs or other wansporiation of marketing (reilitics, the installation of which shafl
umwwwmmm)mwmuwmmwmhdm
amount first set forth above in this Amicle VLD. (except in conmnection with an operstion required to be proposed under
Anicles VIB.). or VIC.I. Option No. 2, which shall be governed cxclusively be those Anicles) Operator shall defiver such
propesal to ol partics cntitied to participnte thercin.  If within thity (30) doys thereof Operstor sccures the written consent
of any party or parties cuningatleast ___81% % of the interests of the partics entiiied to penicipato in meh operstion,
exch porty having the right to posticipalo in such project shall bo bound by the terms of such propasnd and shall bo oblignted
to pay its proportionate share of the cosis of (he proposed project as If it had consented to such project pursuant to the terms
of the proposal.
E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or Decpened pursuant to Article VI.B.2, eny well which has

9.
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been diilled or Decpesed under the ¢ovms of this ogreement and & propecsd to be conmpleted as o dry hole shall not be
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plugged and sbandoned without the consent of afl parties. Should Operator, after diligent effort, be unchle to contact any
party. or should ony panty fhil o reply within forty-cight (48) bours (exclusive of Soturdoy, Sunday end Jega) holidays) after
delivery of notice of the proposa) to plug and abandon such well such party shall be deemed to hove consented to the
proposed abandonment. Al such wells shall be plugped snd sbondoned in eccondance with applicable regulstions and ot the
cost, risk and expense of the parties who panicipated in the cost of drilling or Decpening such well.  Any panty who chjects to
plugging ond sbandoning such well by notice delivered to Operstor within forty-cight (48) hours (exclusive of Ssturday,
Sunday and kgl holidays) ofter delivery of notico of the propased phugging shall take over the well os of tho cnd of such
forty-cight (48) hour notice period and conduct further operwtions in seareh of Oil ond/or Gas subject to the provisions of
Articlo VI.B.; filure of such party to provide proof reasoanbly satisfactory to Operator of its financiol copability to conducy
such cperaticas or to take over the well within such period or thereafier to conduct opersifons on such wefl or plug and
sbandon such well shall entide Operatos to retain or take possession of the well and plug and abendon the well. mm

mmmmwwwwuw)wmmmm
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: ugert; Except for any well in which o Non-Comemt operation has been
mmmmmmcmmhnmmmmumdumwumwnmu
been completed o3 a prodocer shall nod be plugged and sbandoned without the consent of all parties. If all portics consent w0
such sbandonment, the well shall be plugged and sbandoned in sccordance with appliceble regulations and o1 the cost, risk
ond expense of al the partics hereto.  Fallure of o panty to eeply within sixty (60) doys of delivery of notice of proposed
sbendonment shal) be decmed an clection to consent to the propossl. I, within sixty (60) days ofier dobvery of notice of the
proposed sbandonment of any well ofl parties do eot ogree to the shandonment of such well those wishing to continue its
opesation (rom the Zomo then open to production shafl be obligated to ke over the well as of the expiration of the
spplicable notics period and shofl indenmify Operator (if Operator is an sbandoning party) and the other abandoning pories
against Hability for any further operations on the well conducted by such parties.  Failure of such party or parties to provide
proof reasonably satisfactory to Opemator of thelr financlal capsbifity to conduct such operations or to teke over the well
within the roquired period or thereofier t conduct operstions on such well shall entitle operator to retzin or take possession
of such well and plug and ebandon the well.

Parties taking over & well as provided herein shall tender to each of the other parties its preportianate share of the value of
the wells salvable enterin) and equipment, determined in accordunce with the provisions of Exhibit "C." less the estimated cost
of saivaging and the estimated cost of plugging and sbandoning and restoring the surface: provided, however, that in the event
the cstimated plugging and absndoning ond surface restomtion costs and the estimated cost of ssivaging are higher than o
value of the wells salvabic material ond equipment, each of the sbandoning porties sholl tender to the pesties continuing
operations their proportionste shares of the estimated excess cost. Eoch ebanduning party shall cssign to the non-chandoning
partics, without warmnty, express or implied, o3 to titto or @3 to quantity, or fitness for use of tho oquipment and material. ofl
of its interest in the wellbore of the well and relnted oquipmeni, together with its interest in the Leaschold insofer and only
insofar s sich Lessehold covers the right to obisin production frem that wellbore in the Zono (hen open o production. Iff (e
interest of the abandoning party is or inchules and OFf and Gss Interest, such party shafl exceute and defiver to the nan-
sbandoning party or parties en of] and gas leose, Hmited to the wellbore and the Zone then open to production, for o term of
ono (1) year and so long (hevenfler as Oi) and/or Gas is produced from the Zone covered thereby, such lease to be on the form
attached ss Exhibit "B." The assignments or icases 50 lmited shall encompass the Drilling Unit opan which the well is located
The payments by, and the assignments or leases o, the ossignees shall be in a miio bosed wpon the relationship of their
respective percentage of participation in the Contract Arca to the aggregate of the percentages of participation in the Contract
Area of ofl assignees. There shafl be no readjustment of intevests in the rematning postions of the Contract Area.

Thereafier, sbandoning parties shall have no furdher responsibility, liabdlity, or interest in the operation of or production
mm-dlhmmm“mmmmmmhdhwwmﬂaMdemhmbUpm

Bperutor sl comtinue to opermte the axsigned well for tho of the non-abondoning partics st tho mies and
mwumwmmwmmwmmmuumamw
ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned or leased, the ossignor or lessor
shafl then have the option to repurchase s prior interest In the well (using the same valuntion Remuls) and pasticipate in
mmwmwumw

donment of Non-Conscm 3 The provisions of Article VLE.I. or VILE2. sbove shall be applicnble as
Mwmhlbmdmwmdmywﬂwfmndmm
however, 0o well shafl be permancnily plugged and sbandoned unless end until of) panies having the right to condust fither
operations therein Bove been notified of the propesed shandoament and afforded the cpportunity to elect to take over the well
in accordance with the provisions of this Anicle VLE.; and provided further. that Non-Consenting Purtics who own an interent
in o pontion of the well shall pay their propostionate shares of sbandomment and surfee restomtion cost for such well a3
provided in Asticle VLB.2.(b).

F. Termination of Operations:

Upon the commencement of an aperation Ror the drilfing, Reworking, Sidetracking, Plugging Back, Deepening, testing,
Completion o plugging of o well, incloding but not Umitcd to the Initis] Well, such operation shall not be terminated withow
consent of parties bearing _S1__% of the costs of such cpemtion; provided, bowever, that in the event granite or cther
wwwm«mhumuwmmmmw
Opemtor moy discontimue opemticns and give notice of such condition in the manner provided in Article VIB.). snd e

provisicns of Anitic VLB. or VLE. shall thereafier apply to such operation, &3 sppropriste.
G. Taking Production in Kind:
2 Qoion No, I; Gas Balancing Agr et

Eoch ponty shall take in kind or separntely dispose of ks proporticnste shore of efl Oil and Gas produced from the
Contrmet Aren, exclusive of production which may be used in development and producing operations ond in prepering nd
treating Oil and Gas for marketing purposes end production uravoidably lost. Any extra expenditure incumed in the aking
in kind or scparate disposition by any party of its proportionate share of the producticn eholl bo borme by such party. Any
peny toking its share of pmduction in kind shall be required to pay for only its propottionate sharc of sch pant of
Operutor's surface facilitics which it uses.

Mwmwmmmwmumhwhhmdmmh
production from the Contract Arco, ond, except os provided in Aticle VILB., sholl be entitled to receive payment
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directly from the purchaser thercof for its share of all production.
lfmymﬁﬂshmbmemmmymmhkhdummlydkpnnoﬂswmm
mammuwmmmmwmmmmm»mmnm»
the party owning it, but mot tho obligntion, to purchase such Ofl or sefl it to cthers a1 sny time and from time to
time, (or the nceount of the non-aking party. Any such purchase or salc by Operalor may be tcrminsted by
Operator upon at least ten (10) cays written notice to the owner of said production ned shaf) be subject always to
the right of the owner of the production wpon at kast ten (10) doys written notice to Operstor to exercise st any
time its right to ke in kind, or scpamately dispose of, its share of all Oil not previously delivered to o purchaser,
Any purchase or sl by Operator of any other party’s share of Ol shall be only for such reasonshle periods of time
es ore contistent with the minimum needs of the industry under the particular clrcumstances, but in no event for a
period in excess of ane (1) year.

Any such et by Operator shall bo in o momner commercinily reasonsble under the circumstances but Operutor
shall have no duty to shure amy cxisting market or to obtnin o price equal to that received under anmy existing
matket. The tale or delivery by Opemtor of 2 non-ioking partys share of Ol under the terms of any existing
contract of Operator shall not give the noa-taking party any interest in or make the non-tsking party a party to said
contract.  No puichase shall be mode by Operstor withow fist giving the mon<aking party ot least ten (10) days
written notice of such intended purchase and the price to be paid or (he pricing bosis to be used,

All panics shall give timely wrien notice to Operator of their Gas marketing amengements for the (ollowing
month, excluding price, and shall motify Operator immediately In the cvent of & chonge in such amangements
Operator sholl maintain records of all marketing amangements, end of volumes actwlly sold or transportied, which
records shall be made available to Non-Operators upon reasonable request.

In the cvent one or more parties’ separate disposition of irs share of the Gas causes split-stream deliverics to sepante
pipclincs and/or deliverics which on a daysto-day basis for any reason are not exactly cqual (o @ pany's respective propostion-
sie share of tota] Gas saics to be sllocated to s, the balancing or accounting between the parties shall be in acenrdance with
eny Qas balancing egreement between the parties hereto, whether such a0 agreement Is attached es Exhibis *E® or is o
scparaic agreement.  Operator shall give notice to all partics of the (irst sales of Gas from any well under this agreement.

10 i apen-

ARTICLE VIL

EXPENDITURES AND LIABILITY OF PARTIES

TEAIRQTTR2TBBIRUALUBLEESSRGLES 2

FII=2B

A. Liabflity of Partiest
The thbility of the panics shall be several, not joint or eollective. Each party shafl be eesponsible only for its obligations,
ond shall be lisble only for its proporticnste share of the costs of developing and operating the Contract Area.  Accordingly, the
Tiens granted among (he parties in Anicle VILB. are given to secure only the debts of cach severally, and no pamty shall have
any liability to third panics hereunder to satisfy the defsuh of any other pany in tho payment of any expeuss or obligation
hereunder, 1t it not the intention of the parties (o create, nor shafl (his agreement be construed as cremiing, o mining or other
partnership, joint venture, agency relstionship or associntion, or to render tho parties liobls os portnems, co-ventrem, or
principols, In their relotions with coch other under this agrecment, the portics shall not be considered fiduciarics or to hove
established o confidemisl retstionship but rather shall be fire to act on an arm's-dength bosis in accordnnce with dhelr own
respective sell-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with cach other
with respect to activities bereunder,
-1-
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B. Licns and Security Intevests:

Each pany gramis o the other partics hereto & lien upon any interest it now owms or hereafter sequires in Oil end Gas
Leases and Oil and Gas Interests in the Contract Area, and a seeurity interest and/or purchesc moncy securily intevest in sny
interest it now owns or heresfier acquires in the personal property and fixtures on or used or obtaised for use in conmection
Mwmwfummddloflhobﬂuhnmﬂnﬁswhhﬂnghwmuwmmofapeue.
interest and fees, the proper disbursement of oll monies pajd hereunder, the sssignment or relinquishment of interest in Ol
and Gas Leases os required bercunder, end the proper performance of cperations hereunder.  Such lien ond sccuvity imerest
granted by each party hereto shall include soch party's leaschold imterests, working intercsts, operating rights, and royalty and
overriding royalty interests in the Contract Arca now owned or hercafier acquired and in lands pooled or unitized therewith or
otherwise becoming mubject to this agreement. the Ol ond Gas when extracted (herefrom and equipment simmted thereon or
used or cbinined for use in connection therewith (inciuding. withowt limitation, all wells, tools, and tbalr goods), and accounts
{including, without lamitation, accounts arising from gns imbalanccs or from the salo of Oil and/or Gas at the wellhend),
contract rights, inveatory and genenal intanpibles relating thereto or erising thereftom, ond afl p ds ond products of the
foregoing.

Towﬁﬂhlhﬂmﬁummﬁdhehmﬂmhmhﬂmuﬂmkmﬂphm
uppt end/or any fin WMMMWWMWhWMaawm
rdhwmgmunhuwtlndq:enmumwbnhdmwub fing supp d herewith as
o lisn or mongnge in the applicable real cstate reconds and s o financing smistement with the proper officer under the Uniform
Commercial Cods fn the stme in which the Contract Arcn is situnted and such other states as Operator thall deem appropriate
to perfect the security interest granted heveunder. Any porty mosy file this agreement, the recording supplement executed
herewith, or such other documents as it deems necessary as 2 fien or mortgnge in the applicable real estate records andfor a
financing statement with the proper officer under the Uniform Commercial Code.

Ench party represents and warrants (0 the other parties horcto that the lico ond sccurity imtorest grontod by mch party to
the other partics shall be o first and prior lien. and each party hereby agrees to maintain the priosity of snid Hen and security
mwmmwmlmauhmmmmmmmwmww.ma

mwﬂmm.mmwhndw.wmulhwbmmm
to the licn and security interest gronted by this Asticie VILB. as to aoll obligations antributable to such interest bereunder
whether or not such cbligations arise before or after such inerest is acquired.

To the extent that partics have a8 security interest under the Uniform Commercial Code of the state in which the
Contract Area is situsted, they shall be entitled to exerciss the rights and remedies of a secured party under the Code.
The bringing of o suit and the obtsining of judgmem by a pany for the sccured indebiedness shall not be deemed an
election of remedics or otherwise affect the lien rights or security imterest as sceurity for the payment thereof. In
oddition, upon defank by any pany in the payment of its share of expenses, interests or fees, or upon the improper use
of funds by the Operatos, the other partics sholl bave the right, without prejndice to other rights or remedics, to coflect
from the purchascr the proceeds from the sale of such defaulting party’s share of Oil and Gas until the omount owed by
such party, plus interest es provided in “Exhibit C,° has been received, end shall have the right to offset the amount
owed ogsinet the proceeds from the sale of such defimiting partys shore of OH and Gas. Aﬂpm:hmiofm
mpy rely on @ notification of defauh from the mon-defhulting party or parties stating tho amount dus es o result of the
defoult, ond all partics waive any recourse availible ogainst purchasers for relcasing production proceeds as provided in
this paragraph.

If any party fails to pay its share of cost within onc hundred twenty (120) days after rendition of a statement therefor by
Operator, the non-defaulting panties, including Opernter, shall upon request by Operstor, poy the unpald emount In the
proportion that the interest of each such party bears to the interest of ofl such parties. The amoumt paid by each party so
mmmummmmumwmmmmmmmdhmwm and ezch

paying party may independently parsoe any remedy or .
If any party does oot perform afl of its obligations hercunder, and the failure to perform subjects such pany to foreclosure
or execution proceedings purmmnt to the provisions of this ags 0 the extent allowed by goveming law, the defrulting

party waives any svailable right of redemption from snd afler the date of Judgment, any required valuation or sppraisement
of the mortgaged or secured property prior to sale, any availshle right to stay exccution of to requirc a marshaling of assers
and sny required bond In the event a recciver is oppointed. In addition, to the extent permitted by applicable law, each party
hereby grants to the other partics & power of salc as o any property that is subject to the lien and sccurity fights granted
hereunder, such power to be exorcisod in the manner provided by applicable kkw or etherwisc in o jally reatonsble
manner end upon reasonsble notice.

Each party agrees that the other parties shoil be entitfed to wiilize the provisions of Oil ond Gas len law or other fien
low of any state in which the Contract Aren is situnted to enforce the obligations of each party hereunder.  Without limbing
the genernlity of the foregoing, to the extemt permitted by applicable law, Non-Operstors agres that Operator moy invoke or
utilize the mechanics’ or moterinlmen’s lien low of the state in which the Contract Arca is situated in order to secure the
payment to Opemator of sny sum doc bereunder for sorviees performed or insterials supplied by Opemtor.
C. Advances:

Operator, a1 its election, shall have the right from lime to time to denand end recelve from one or mere of the oiher
partics payment in advance of their respective shares of the cniimated amount of the cxpensc to be incumed in operations
hereunder during the next succeeding month, which right may be exercised only by submission to coch such party of an
ticmized statement of such estimated cxpense, togeiher with an invoice for its share (hereof. Each such statement and invoice
for the poyment in advance of cstimsted expense shofl be submitted on or beforc the 20th doy of (he next preceding menth.
Each paty shall pay to Opcrutor fis proportionate share of such estimate within fifieen (15) days after such estimate and
involee is roccived. If any party falls to pay its share of soid estimatc within said thme, the amount duc shall bear interent as
provided in Exhibit *C* umtil pofd Proper sdjustment shall be mnde menthly between sdvances and octul cxpense fo the end
that each party shall bear and pay its propostionate shoro of ectunl expenses incurred, and no moro.

D. Defaults and Remedies:

If sny party fails to discharge any financio! obligntion under this agreemens. including without limitation the feilure to
make any edvance under the preceding Anticle VILC. or any cther provision of this sgreement, within the period required for
sch payment hereunder, then in cddition to the remedies provided in Article VILB. or cisewhere in this agreement, the
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remedies spocified below chall be opplicsble. For parposss of this Article VILD,, all notices end cloctions chafl be delivered
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only by Opeator, except that Opemtor shall defiver any such notice ond election requested by a non-defiufting Non-Operutor,
and when Operator is the panty in default, the applicable notices and elections can be defivered by sy Non-Opemstor.
Election of any onc or more of the following dies thall ot preciude the subsequent wse of eny other remedy specified
below or otherwise available to & non-defaudting party.

1. Suspension of Rights: Any party may defiver to the pasty in defoult a Notice of Defanlt, whieh chall specify the defoult,
specify the ection to be taken  aure the defanht, and specify that failure to take such action wil) result in the exercise of one
or more of the remedies provided in this Anticle. If the defsukt is mot cured within thiny (30) days of tie delivery of such
Notice of Default, all of the rights of the defaulting party gmunted by this agreement mny upom notice be suspended until the
default is cured, withow prejudico to the right of the non-defiuhing party or partics to continue to enfrce (he obligations of
the defoulting party previowsly socrued or (hereafler eccruing under this agreement. If Opemtor is the party in defaoly, the
Non-Opertors ehall have in addition the right, by veic of NanOpemtors owning o mnjority in interest in the Contmet Ares
ofter cxcloding the voting interest of Operntor, to appoint o now Operator cffective immediately. The rights of o defontting
party that moy be suspended hereunder o1 the election of the nondefauhing parties shall include, withow Gimitotion, the right
™ reccive information as to ony operation conducted hereunder during tho period of such defaul, the right to clect o
participate in on operation proposed under Articls VLB, of this sgreement, the right to participate fn an apemtion being
conducted under this agreement even If the pany bas previously elected ¢ ponicipate in such opemtion, and the right to
receive proceeds of production from any well subject to this agroement.

2. Suit_for Damages; Non-defmulting parties or Operator for the benefit of non-defaulting partics msy suc (mt joim
gccount expense) to collect the amounts In defauh, plus interest acemiing on the amounts recovered from the date of defanh
unti) the date of collection of the rate specificd in Exhibit “C™ attached hereto. Nothing herein shall prevent eny panty from
suing any defautting party to collect consequentinl damages accruing to such party as o result of the defauly,

3. Deemed Non-Content: The non-defiuhing panty moy deliver a written Notice of Non-Consent Election to the
defauhing panty st any time after the cxpiration of e thity-doy cure period following delivery of the Notice of Default, in
which evem if the billing is for the driling o oew well or the Plugging Back, Sidetracking, Reworking or Deepening of &
well which is to be or bas been plugped as o dry hole, or for the Completion or Recompiction of any well, the defhlting
panty will bo conclusively deemod to have clocted not ¢o participate in the cpermtion and to be 0 Non-Conscniing Perty with
respect thereto under Anticle VIB. or VIC., as the case may be, o the extem of the costs umpaid by smxch ponty,
notwithstanding any election to participate (heretofore made. If clection is made to proceed under this provision, then he
non-defeuliing pasties may oot elect to sue for the unpald amound pursuant to Articte VILD.2.

Until the delivery of such Notice of Non-Conscnt Election to the defzuhing party, such party shall havo the right to curo
its defoult by poying its unpold thare of coss phm interest a1 (he mie sct (orth in Exhibh “C* provided, bowever, such
peyment chall not prejudice the rights of the non-defaviting parties to pursee remedies for damages incurred by the noo-
defauhting parties as a cesult of the default. Any interest relinquished pursuant to this Articte VILD.3. shall be offered to the
non-defbulting parties in proportion to their interests, and the ron-defhulting partics electing to participate in the ownenhip
of such interest shall be required to contribate their shares of the defaulted amount upon their clection to participate therein,

4. Advonce Pryment: I o defoult is no1 cured within thity (30) days of the delivery of a8 Notico of Defbuty, Operatos, or
Noo-Opcrators if Opermior i3 the defimbing party, moy thereofier requine odvance paymemt (rom the  defpubing
party of such defsuhting parnty’s anticipated share of any item of expense for which Operator, or Non-Operators, as (he case may
be, would be entitled to reimbursement under any provition of this agreement, whether or oot such expense was the subject of
the previous default.  Such right includes, but is not Emited to, the right to soquire advance payment for the cstimated costs of
drilling a well or Completion of a well as to which an clestion to panticipate in drilling or Completion has been made. If the
defaulting party fils to pay the required edvence payment, the non-defaulting parties may pursue any of the remedies provided
in the Amticle VILD. or any other default remedy provided clsewhere in this agr Any cxcess of funds edvanced remaining
mumhwmmmmmmmummmump‘y

Mmdnmmummhmluhahnhmﬂﬂdbmﬂlmmmd
cofiection, and o reasonxbie attormey’s fee, which the lien provided for hercin shall also secure.
E. Restals, Shot-in Well Pryments and Minkoom Royaities:

Rentals, shut-in wel) payments end minimum royolties which moy bo required under (ho terms of any leaso shall be paid
by the party or parties who subjected such lesse o this agreement ot its or thelr expense. In the event two or more parties
ouwn snd have contributed interests in the ssme lense to this ogreement, such parties msy designate one of such parties to
moke said payments for and on behalf of all such parties. Any party may request, and shall be entitled to reccive, proper
evideace of all such payments. hmmorwmhmhmwymofmyml.m-hudlwymu
minimum royalty through mistake or gt where such p b required to ' the lease in fbrce, sny loss which
mmmmwmmhm-ﬂmmamwu

Operator shall notify Non-Operators of the onticipated compiction of a shutdn well, or the shutting in or retum to
production of a producing well, @t least five () days (excluding Ssturday, Sundsy, and legal bolidays) prior to taking such
action, or ot the earfiest opportunity permitted by circumstances, but essumes no Febility for faihoe to do so. In the event of
faiture by Opemntor to so eotify Non-Operstors, the loss of ony lcmse contributed hereto by Noa-Operators for faikure to make
timely paymenmts of any shunin well paymem ghall be bome joimily by the porties bereto under the provisions of Anicle
vBJi.

F. Tazes:

Beginning with the first calendar yeor after the cffective datc hereof, Operator shafl render for ad valorem taxstion all
property subject to this sgreement which by biw should be sendered for such toxes, snd it shall pay all such taxes assessed
thereon before they become delinquent.  Prior to (he rendition dots, cach Noo-Operotor shafl fumith Operator information s
to burdens (o inclnde, but not be Hmited to, royoliics, overriding royulties and production poyments) on Leases and Ofl and
Gos Intevests contributed by such Non-Operator. If the pssessed volustion of eny lLesse is redoced by reason of its being
subjcct to outstanding cxcess voyalties, overmiding royoltics or production poyments, the ceduction in ed valorem taxes
reculting therefrom shall imme o the benefit of the owner or owncrs of such Lesse, and Opemtor shall adjust the charge to
such owncr 67 owners 50 os to reflect the benefit of such eeduction. If the od valorem taxes are based in wholc or in pan
upon scpamte valuations of each pamys working Interest, then otwithstanding anything to the contrary herein, charges 1o
the joint account shall be made and paid by the paries hemto in occondance whh the tax value genermted by esch parys
working fntcrest.  Operator thall bill the other pontics for thelr proportionatc shares of oll txx poyments in the manner
provided in Exhibit "C.*

-13-
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If Operntor considers any tax osscsament improper, Opemtos may, ot its discretion, protest within the time and manner
prescribed by law, and prosecute the peotest to a (inal determination, unless all pasties agree to ahandoo the protest prior to fined
detcrnination. During the pendeney of administrative or judicisl proceedings, Operater may efect to pay, under protest, all such taxes
end any interest and penafty. Whep any such protested asscssment shall have been finally determined, Operator shafl pay the tax for
the joint account, together with any interest and penalty acerued, cnd the tota) cost shall then be atsessed against the parties, and de
paid by them, as provided in Exhibit °C."

Each party shall pay or causc to be paid all production. severance, exclse, gathering and other taxes imposed upon or with respect
1o the production or handling of such party's share of Oil and Gas produced under the terms of this egreement,

ARTICLE VL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Sarvender of Leases:

The Leases covered by this agreement, insofar as they cbwnee ocreage in the Contrect Area, shall ot be surendored in whole
or in part unless all parties consent thereto.

However, should eny pasty desire to survender its interest in any Lease or in any postian thereof, such party shall give written
natice of the proposed surrender to oll porties, and the parties to whom such aotics is delivered shall have thisty (30) doys after
defivery of the notice within which to notify the party proposing the surrender whether they clect to consent thereto.  Folture of o
party to whom such notice s delivered to reply wilhin taid 30-coy period shal constinte a consent to the surrender of the Leases
descrided in the notice.  If al) partics do not agree o7 consent thereto, the party desiring to surrender shall assign, without express or
wumdmmdumuhmmumhwmmummmmmu

lan therew mwmhmmmnmwummm

uiph;mhumuamoﬂummtummmmmwaﬂwwumwmhm
consenting to such surrender an oil end gas lease covering such Ol ond Gas Inserest for & term of one (1) year and so long
thereafter as Oif and/or Qas is produced from the land covered thereby, such lease to be on the form aftached heveto as Exkidl “B.°
Upon such assignment or lease, the assigning party shall be refieved from all obligations thereaficr accruing, but not theretofore
sccroed, with tespeet to the interest assigned or leased and the operation of any well attributable theveto, and the assigning pesty
shaf) bave no firther interest in the assigned or leased premises and its equipment sad produstion other than the royalties retajned
in any leaso mado under the terms of this Article. The pany assigneo or lesseo shall pay to the party assignar or letsor the
reasonoble salvage vatue of the latter's interest in any well's salvable materinls and equipment anribuzable to (he assigned or foused
ocreage. mmcdulmwmmmuluwhmmmmdww'wh
e estimated cost of salvaging and the estimnted cost of pinpging and sbendoning and restoring the surfsce. If such vatue is less
than mxch costs, then the party assignor or lossor sholl pay to (he pasty assignoe or lessee (he amount of sach defici. I the
assignment or kease Is in fhvor of more thsn one perty, the interest shall be shared by such panics in the proportions that the
interest of each bears to the tota) interest of all such parties. If tho interest of the parties o whom the assignment is o be made
varics according to depth, then the interest assigned shal simitarty refloct such variances.

Any assignment, lease o7 sumender made under this provision shall not reduce or change the assignors, lessor's or surrendering
party’s interest as it was immodistely before the assignment, lease or surmender in the batance of the Contract Ares; and the acreage

mbxd.hdu' dered, and subseqy perations thereon, shall not thereaftes be subject to the terms and provisions of this
wthWd&eﬁmnWWhmmdmﬁm
B. Renewsl or Estrosion of Leases:

If any porty sccures a rencwal or replacement of an Oi) and Gas Lease or (nterest subjeet to this agreement, then all other panies
thall be notified promptly upon such ecquisition or, in the case of o replacement Lease taken before expiration of an existing Leate,
pmdywupﬁﬂmdhmm The partics aotifled shall have the vight for s period of thiny (30) days (bllowing
&Ilwydmbnaduhwhﬂmdmmmmhmawwﬂpdummawlasc.hmﬁrnwchl.e:c
affects lands within the Commct Area, by paying to the party who acquired i their proportionate shares of the acquisition cost
aliocated to that pant of such Leass within tho Commet Arca, which shall be in propostion to the interest beld a1 that thme by the
parties in the Comtract Ares.  Each party who porticipates in the purchase of a ] or rept Lease sholl be given an
assignment of its propostionate interest therein by the acquiring pasty.

1f some, but less than all, of the parties cloet to participate i the purchase of a rencwal or replacement Lease, it shall bo owned
by the parties who clect to participete therein. in o ratio based upon the relationship of their respective percentage of pasticipation in
the Contract Arca to tho aggregste of the perecntages of participation in the Contract Arca of all partics perticipating in the
purchase of such rencwal or seplacement Lease.  The coquisition of a rencwal or replacement Leass by any or all of the patics bereto
shall not couso o readjustment of the interests of the porties stated in Exhibl "A.* but any renewal or replacement Lease in which
less than ofl parties elect w0 porticipate shal) not bo subject to this agreement tun shall be deemed subject t & separate Opemting
Agreement in the form of this sagreement.

If the interests of the panties in tho Contraet Asea vary according to depth, then their right to participate propostionately in
rencwa) or replacemens Leascs and their right to roccive an assignment of interen shaf] also reflect such depth varisnces.

The provisions of this Article shall apply to renewal or replacement Leases whether they are for the entire interess covered by
the explsing Leate or cover only o portion of iis ares or an interest therein.  Any rencwa) or replecemenm Lease taken before the
expiration of its predecessor Lease, or taken or contracted for or becoming cffoctive within six (6) months after the cxpimtion of tho
existing Leaso, shall be subject to this provision so long s this agreement is in effect at the time of such acquisition or at the time
the renewal or replacement Lease becomes effective; bt any Lease wnken or comtracted for mose than six (6) months after (he
expiration of an existing Lease shnll not be deemed o renewal or replacement Lense and shall not be subjeet to the provisions of this
agreement.

The provisions in this Asticle shall also be applicablc lo extensions of Ofl and Gas Leascs.

C. Acreage or Cash Contributions:

While this sgreement &s in force, if any party controcts for o contribution of cash townrds the drilling of o well or eny other
operation on the Contract Ares, suth contribution shall be paid to the pany who conducted the drilling or other operation and shall
be applied by It against the cost of such drilling or other aperntion.  If the contribution be in the form of ccreage, the party to whom
the contribution is mede shall promptly tender an assignment of the acreage, withomt warrenty of title, to the Drilling Parties in the
proportions said Drilling Pantica shared the cost of drilling the well. Such screage shafl become a scparatc Controct Arca snd, to the
extent possiblo, be governed by provisions identical to this agroement. Ench party shall promptly notify all other parties of any
screage of cash contributions it may obwin In support of eny well or any other operation on the Contreet Ares. The above
provisions shall also be appliceble 1o optional rights to cam acreage cutside the Contreet Aren which are in support of well drilted
inside Contratt Ases.

-14-
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If any pasty contracts for any cansideration relating to disposition of such pamy’s share of subttnces produced heremnder,
such consideration shall not bs decmed a contritation a3 contemplated in this Asticle VIIIL.C.

D. Assignment; Maintenance of Unifarm laterest:

For the purpose of maintnining uniformity of ownership fn the Contrect Ares in the Oi) and Gas Leases, Oi) and Gas
lntcrests, wells, cquipmemt and production covercd by this cgreement 0o poty shall sell, encumber, tmnsfer or make other
disposition of its interest in the OVl and Gas Lezses and Oi) and Gas Interests embroced within the Contrect Area or in wells,

1. the cntire interest of the party in oll Oil and Gas Leases, Oi) and Gas Interests, wells, equipment and produetion; or

2. an cqual undivided percent of the panty’s present intevess in all Of) and Gas Leases, Off and Gas lntorests. wells,
equipment and production in the Cantract Area.

Every salo, encumbrunce, transfer or other ditposition made by sny party shall be made expressly subject to this agreement
snd shall be made without projudice to the right of the other partics, and any transfesce of an owncrship interest in any Ol and
Gas Lease or Interest shafl be deemed o party to this agreement os to the intesest conveyed from and after the cffective date of
the tmmfer of hip; provided, b ta e other patics oull oot be required to recognize any such sale,
encumbrance, transfer or other disposition for eny purposc hercunder until thirty (30) days afier they have reccived o copy of the
instrument of transfer or other satisthclory cvidence thereof In writing from the transferor o tronsferee. No assignment or other
disposition of inferest by o party shall relieve such panty of obligations previously incurved by such party hereunder with respect
© the interest tmnsferred, inchuding withost limimtion the obligation of o porty to psy oll costs attributable to an opemtion
conducted hereunder in which axch panty has agreed to panticipate prior to moking tuch assignment, and the liea and security
interent granted by Article VILB. shall continue to burden the interest transferred to secure payment of any such obtigations.

If. a1 any time the interest of any pornty is divided among and owned by four or more Op at its discreth
may require such co-owners to oppoint o singlo tnsteo ar agent with fhll authority s reecive notices, approve expenditures,
roccive billings for and spprove and pay such party’s share of the joint expenses, ond to deal generally with, and with power to
bind, the co-owners of such party’s interest within the scope of the cperations embraced in this agreement; bowever, all such co-
owners shall have the right to enter into and exccute all contracts or agreements for the disposition of their respective shares of
the Oi) and Gas produced flom the Contract Arcs and they shall have the right to receive, sepamately, paymem of the sake
proceeds thereof.

E. Waiver of Rights to Partition:

{f permitted by the laws of the state or stntes in which the property covered hercby is located, each party hereto ouming an
undivided interest in tho Contrect Arco waives any and all rights it may have to partition and have set eside to it in sovemlty iis
undivided interest therein,

F. Preferentiat Right to Purchase:
B—{Optionsir-Cheel-ifepplicsble:)

~—Ehouid-eny-pery-desire-to-seli-oll y-pen-of-in-i under-this-ogreement—or—its—righto-snd-intesests—in-tho-Contract

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

If, for (cderal income tax purposes, this agreement snd the opemtions & der arc regarded as o partnesship, and if the
parties have not otherwise sgreed to fonn o tax partnership pummant to Exhibit “G° or other agreement between them, each
party thereby affected clects to be excluded from the application of all of the provisions of Subchapier K" Chapter 1, Sobelike
“A" of the Internal Revenue Code of 1986, as amended ("Code™). os permitted and amhorized by Soction 761 of the Code and
the regulztions prommigated theveunder, Opermior is authorized and directed to executc on behslf of each party hercby affected
such evidi of this election as may be required by the S y of the Treatury of the United States or the Fodem! Internal
Revenue Service, including specificolly, but not by way of limitation, all of tho mctums, statememts, and (he dotn sequired by
Treasury Reguistion §1.761. Should there be ony requirement that each pasty hereby affected give forther evidence of this
election, each such party shall execute such documents apd fumnish such other evidence as may be required by the Feders! Intemal
Revenve Service or as may be neecssary lo cvidence this clection. No such party shall give any notices or toke any other action
inonsistent with the clection made hercby. If any presens or fsture income tax hiws of the statc or stotes in which the Comrect
Ares is located or any fsture incomo tax biws of (he United States contain provisions similer to those in Subchapter "K.” Chapter
1. Sabritle "A." of the Code, under which an clection simitsr to that provided by Section 761 of the Code is permitted. cach pasty
hercby affected shall moke such election os may be permitted or required by such laws. o mobing the fregoing election, each
such panty sugtes that the inceme derived by such party fron operations hereunder can be odoquntely determined withowt the
computaticn of partnership taxable income.

ARTICLEX
CLAIMS AND LAWSUITS

Operstor may seule any single uninnured (hird party damage claim or sult arising from operations hercunder If éhe expenditure
does not exceed _Seyenty-FiveThonsond________ Dollars (S25.000 ____)endif the payment is in complete setilement
of such claim or nit. If the amount required for scitloment cxeceds the above amount, the partics hereto shall escume and toke over
the further handling of the clatm or suit, unless such authority is delegated o Operator. All costs and expenses of handiing sentling,
or otherwite discharging such clnim or sult shall be o the joint expense of tho parties panicipating in the opemtion from which the
chim or quit arises. f o clnim is made agninst any party or if any party is sued on eccount of any mafier arising fom opertiont
hercunder over which such individus! has no conwol becouse of the rights given Operator by this ogreement, such party shall
immediately notify af) other partics, ond the claim or sult ehall be treated as any other cloim or sult involving operations hereunder.

18-
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ARTICLE X\
FORCE MAJEURE !

If any pany is rendered unable, wholly or in part, by force majenre o comry out its obligations under this agreament, ather
@Gan the obligntion to indemnify or meke mosey payments or fumish security, that party shall give to all other parties
prompt written notice of the force majeure with reasoncbly fufl pamticultrs concening it; thereupon, the obligations of the
porty giving the notice, so fur as they are offected by (he force majeure, shafl be suxpended during, but no longer than, the
contimonnee of the force majeure. The tenm “force majcure,” s here employed, sholl mean on oot of God, strike, lockout, or
other industrial disturbance, act of the public encmy, war, blockade, public riot, lightening. fire, storm. flood or cther act of
oature, cxplosion, govemmental oction, governmental deloy, rostmind or imaction, unavailshility of cquipment, and ony other
cause, whether of the kind specifically enumerated ahove or otherwise, which & ot reasonably within the control of the panty
claiming suspension.

The affected party shall usc all reasonable diligenec w remove the forco majeure situstion ot quickly os pmeticable. The
requirement that eny force majeure shall be remedied with oll reasonable disparch sholl not require the seitlement of strikes,
lockouts, or other babor difficulty by the panty involved, contrury to its withes; bow ofl snch difficultics shall be handled shall
be entirely within the discretion of the party cencemed.

ARTICLE X1
NOTICES

All notices authorized or roquired between the parties by any of the proviti of this eg nt, unless otherwise
specifically provided, ehafl be in writing and defivered in person or by United States mail courier service, telegram, wckex,
tefecopier or any other form of fhesimile, postoge or charges prepaid, snd addressed to such parties at the addresses listed on
Exhibit "A.° Al telephont or oral notices permitted by this agreement shall be confirmed immedistely thereafier by wrinien
notice. The originating aotice given under any provision hereof shall bo deemed delivered only when received by the panty ©
whom such notice s dirccted, and the time for mch pasty to deliver ony notice in response thereto shall i from the date
the originating notice is received.  “Receipt® for purposes of this agreement with respect to wrinen ootice defivered bereunder
shall be actual defivery of the notice to the eddress of the party 1o be notified specified in accontance with this apreement, or
to the tclccopy, facsimile o tclex machine of such party. The second or cny ecspoasive notice shall be decmed detivered when
deposited in the United States maf} or ot the office of the courier or telegraph service, or upon transminal by telex, telecopy
or facsimile, or when personafly defivered to the party to bo notified. provided, that when responte is required within 28 or
48 hours, such response shall be given omfly or by telephone, tclex, telecopy or other (ecsimile within such period Each party
shall bave the right o change its oddress al any time, and from time to time, by giving written notice thercof to all other
parties. [T o party is not qvailobls to ceceive notice omily or by telephone when a party attempts to deliver 8 notfice required
to be delivered within 24 or 48 hours, the notice may be delivered in writing by any other method specified berein ‘and shall
be deemed delivered in the samo manner provided above for any responsive rotice.

: ARTICLE X1l
TERM OF AGREEMENT

This agreement shafl remxin in full forcc and cffect os to the Oif and Gas Leoses and/or OHf and QGas Interests subject
hereto for the period of time sclected below; provided, 0o party bereto shaf) cver be construed as having ony right, title
ar interest in or to any Lease or Oil and Gas (nterest contributed by any other party beyond the term of this agreement.

B Option_No._I; So long as coy of the Oil and Gas Lestes subject to this agreememt remain or are continwed in

he defined on \3'1\'-% -
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The terminotion of this sgroement shall not eeieve any porty hercto from eny expense, liobility or other obligntion or sny
remedy therefor which hos accrued or etieched prior to the date of such termination.

Upon termination of this agreememt end the smtisfhetion of all obligntions hereunder, in the event a memomndum of this
Operating Agreement has been filed of rocord, Operator s authorized to file of record in ofl necessary rocording offices o
notice of termination, ond ench party hereto agrees to exccuto such o notice of termination as o Opemtor's interest, upon
request of Operator, if Operator has satisfied all its financial ohligations.

ARTICLE XIV.
COMPLIANCE. WITII LAWS AND REGULATIONS
A. Laws, Regniotions and Orders:

This agreement shall be subject to the applicable lows of the state in which the Contrnet Ares is located. to the valid rules,
regulstions, and orders of ony duly conmituted regulatory body of smid stots; and o ofl other applicable fedorl, mate,
and local laws, ordinances, rules, regniations and orders.

B. Governing Low:

This ogreement! and afl matters pertaining bereto, Inclnding bot oot Umited to matters of performance, non-
performance, breach, remedies, protedures, rights, dutles, and Interpretation or constructlon, shall bo governed and
determined by the taw of the state In which ibe Controet Ares bs located. ([f the Controet Area Is In two or more states,
ke law of the state of __New Mexicn shall govern.

C. Reguiatory Agenciess

16~
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Nothing hewin containod shall gmnmt, or be construed to grons, Operator the sight or suthority to waive or relcaso eny
rights, privikges, or obligations which Non-Opemtnrs may lave under foderal or sixte hiws or under fuies, regulotions or
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orders promuigated under such laws i reference © ofl, gas and mineral operations, including the location, operation. o
production of wells, on tracts offsetting or adjacent to the Contract Arca.

With respect to the operations hereunder, Non-Operetors ogree to release pemtor from ony and ef} losses, damuges,
injuries, claims and cemses of oction orising out of, incident ¢ or resulting direetly or indirectly from Operator's interpretatinn
or opplication of ruks, rulings, regulntions or orders of the Depertmem of Energy or Redera) Encrgy Reguintory Commission
or predecessor or successor agencles to the extont such interpretation or epplicsiisa was made in good faith end does rot
constitute grocs negligence.  Each Non-Operotor further agrees to reimburse Opemtor for such Non-Opemtors shere of
production or eny refund, fine, levy or other povernmenial sanction that Operator msy be required to pay as & result of such
on Incorreet interpretation or application, togcther with Intorest ond ponalties thereon owing by Operator as o result of such
incorvect interpretation or application,

ARTICLE XV.
MISCELLANEOUS
A. Execution:

This agreement shall be binding upon coch Non-Opemtor when this agreement or & counterpart thereof has been
executed by tuch Non-Op and Op notwithstanding that this agreement is not then or thereafter executed by ell of
the parties to which it is teadered or which aro listed on Exhibit "A° as owning an interest in the Conteet Arex o7 which
own, in fact, en intevest in tho Contract Aren. Operator may, however, by written notico to sl Non-Operators who have
beoome bound by this agreement as aforesaid, given at any tims prior to the octun! spud date of the Initial Well bt in mo
event Inter (han five doys prior to the date specified in Asticle VIA. for commencemem of the Initial Well, terminate this
agreement I Opeator in Us sole discretion determines that there i3 insufficlent participation to juaify commencement of
drifling opemtioas. In o cvent of such o termination by Operator, all further obligations of the parties hereunder shafl cease
a8 of such termination. n the event ony Nom-Operator has sdvanced or prepaid any share of drilfing or other costs
bereunder, afl sums so odvanced shafl be retumed to such Non-Operntor withom interest. In the event Operator procoeds
with drilling operations for the Initial Well without the exeeution bercof by all persons listed on Exhibit "A”" a3 having »
cumrent working interest in such well, Operator thall indemnify Noo-Operstors with respect to ol costs incwmred for the
Initial Well which would have beon charged to such perton onder this agrocment if sch person had executed the saome and
Opermtor shall receive all revenues which would have been received by such person under this egreement if soch person had
exceuted the same.

B. Sgecessors and Assigns:

the benefit of the portics hereto and their respective heirs,
hereof shall be deemed to mun with tho Lootes of

y 1 y L

§6
i

C. Counterparts:

This instrument may be exccuted in any number of counterparts, each of which shall be considered an original for all
purposcs.

D. Severobility:

For the purposes of assuming or rejecting this agreement as an executary contrart pursusmt fo federnd bankruptcy lows,
this sgreement shall not be scverable, but ruther must be assumed or rejected in its entirety, and the fhilure of any party to
this agreement to comply with afl of its financial obligations provided herein shal) be a material defoudl,

ARTICLE XVI.
OTHER PROVISIONS

-17-
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IN WITNESS WHEREOF, this agrcement shall be effective as of the __24 day of __lune

2014 .
CIMAREX ENERGY CO. , who has prepared and circulated this form for execution, represents and warrants

thal the form was printed from and, with the exception(s) listed below, is idemtical to the AAPL Form 610-1989 Modcl Form
Operating Agreement, s published in computerized form by Forms On-A-Disk, Inc. No changes, alterations, or
modifications, other than those made by strikcthrough and/or insertion and that are clearly recognizable as changes in
Articles __ 1. 1, 111, 1V, V. V1, VII, V1§, X111, XV, XVi have been made to the form.

ATTEST OR WITNESS: OPERATOR
Cimarex Epergy &b, /9 .

By

Roger Alexander

Type or print name

Title Attorney-in-Fact

Date

Tax 1D or S.S. No.

NON-OPERATORS

Hauley Petroleum, Inc.

By

Type or print name

Title

Date

Tax ID or S.S. No.

LHAH Pro ) rties, LL.C .~
By W “

MM XZ—-Q/ W. L. Hanley, Jr.

(04 [®) Type or print name

Title Manager S~

v L2179 /18

Tax ID or S.S. No. 11-3663100

Jarvis J. Slade

By

Type or print name

Title

Date

Tax ID or S.S. No.

-18-
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IN WITNESS WHEREOF, this ngreement shall be effective as of the _24 day of __June .

2014 .
CIMAREX ENERGY CO. . who has prepared and circulated this form for cxccution, represents and warrants

that the form was printed from and, with the cxception(s) listed below. is identical to the AAPL Form 610-1989 Model Form
Operating Agreement, as published in computerized form by Forms On-A-Disk, Inc. No changes, alternlions, or
modifications. other than those made by strikcthrough andfor inscrtion and that arc clearly recognizable as changes in
Articles __L IL TIL 8V, V, VI, VIL VIIL X1 XY, XV] . have been madc to the form.

ATTEST OR WITNESS: OPERATOR
Cimarex Energy Co.

By

Roger Alexander

Type or print name

Title Attorncy-in-Fact

Dalte

Tax ID or S.S. No.

NON-OPERATORS

Marshgll & Wisdton, Inc. 4

By /W

Tom M, Brapdt

Type or print name

Tile President

Date _ 6-25-14

Tax IDorS.8.No. _95-0976450

By

Type or print name

Title

Date

Tax 1D or 8.8. No.

By

Type or print name

Title

Date

Tax ID or S.S. No,

- 18-
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1] IN WITNESS WHEREOF, this agreement shall be effectiveasof the _24____dayof _Jdupe
2| 2004 .
3| CIMAREX ENERGY CO. , who has prepared and circulated this form for exccution, represents and warrants

that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form 610-1989 Madel Form
Operating Agrecment, as published in computerized form by Forms On-A-Disk, Inc. No changes, alierations, or

4
modifications, other than those made by strikethrough and/or inscrtion and that are clearly recognizable as changes in
51 Articles I, I, 11, 1V, V., VI, VI, VIRL XTI, XV, XVI , have been made 10 the form.
6 ATTEST OR \WITNESS: OPERATOR
7 | Cimarex Energy Co.
By
8
| Roger Alexander

9 Type or print name
i0

Title Attorney-in-Fact
1]

Date
12

Tax ID or $.S. No.
13
1 NON-OPERATORS
15

7

cum,Inc./ /) 7~

ATTEST: Hanle

I
16 Ez :
17 %nigﬂ? Q= HQ.J By
arbara A. Re

Assistant Secretary

Brett K. Bracken

18 Type or print name
4
19
Title _ Vice President/General Manager
20
Date j2-16-2014
o TaxIDorSS. No. _75-1671484
22
23 LHAH Properties, LLC
24 By
25
Type or print name
26
Title
27
Date
28
Tax ID or S.S. No.
29
30| Jurvis J. Slade
31 By
32
Type or print name
33
34 Title
35 Date
16 Tax 1D or S.S. No.
37
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Jarvis J, Stade

By

T‘ypurprlmm

Thile

Date

Tux ID or 5.8, No.

PLM-, Ine,

By

Typs or print name

Tax 1D or 8.8. No.

Tux 1D or 88. No.

Mt. S1 Ofl & Gas, LLC

By

Type or print names

Tile

Date

Tax ID or §.8. No,
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PLM-1, Inc.

By Z/G/ 77,124/""

[Bal L. Yberis

Type or print name

Title /2(-5 /'(/eﬂ j—

pate Dec. /5,- ZO/%
TnxlDM _75-2342980

TBO Cattle Company, LLC

By

Type or print name

Title

Date

Tax ID or 8.S. No.

Dennis Stedge

By

Type or print name

Title

Date

Tax ID or S.S. No.

Mt Si Oil & Gas, LLC

By

-18-

Type or print name

Title

Date

Tax ID or S.S. No.
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PLM-1, Inc.

By

Type or print name

Title

Date

Tax ID or S.S. No.

TBO Cattle Company, LLC

By

Boardiana Q. Rai d

Type or print name

Title

Date

Tax ID or S.8. No.

Dennis Sledge -

By //M/)M

0y L4 [9)
Type or print nnme
Title __oxOHey”

Date /2’/é '/‘/

Tax ID or S.S. No.

Mt. Si Oil & Gas, LLC

By

Type or print name

Title

Date

Tax ID or S.S. No.
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PLM-1, Inc.

By

Type or print name

Title

Date

Tax ID or S.S. No.

TBO Cattle Company, LLC

By

Type or print name

Title

Date

Tax ID or S.S. No.

Dennis Sledge

By

'/MPJII//‘? |
i

-18-

Type or print name

Title

Date

Tax ID or S.S. No.

Mt Si Oil & Gas, LLC

ny%@&é&_
Type or piml name l

Title Pres \(Cif‘f\‘\'
Date /—?/’I,/;D/ 4
TaxIDorS.S.No. 27-2796977
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Rboades Oll Company, LLC

By

By

Type or print name

Title

Date

Tax 1D or S.S. No.

Realeza Del Lp

Roy G. Barton, Jr.

By

Type or print name

Title

Date

Tax ID or S.S. No.

Type or print nome

Title

Date

Tax ID or 8.5. No.

M._Dion Lowe

By

Type or prini name

Title

Date

Tax ID or 8.5, No.

AOG Miners) Partoers, LTD, et ol

Type or print name

Title

Date

Tax ID or S.S. No.
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By

Chartes Kenneth Moore

By

Type or print name

Thie

Date

Tax ID or S.S. No.

Willlam H. Kennan, Trustee of the John E. & Helen
M. Kennan Family Trust ercated Jannary 13, 1994

By

Type or print name

Title

Date

Tax ID or S.S. No,

P. M Trustee of the Long Trusts

By

Type or print name

Title

Toax ID or 8.S. No.

Kenuneth G. Cone

Type or print name

Title

Date

Tasx ID or §.8. No.

Rita D, Schenck, Western Commerce Bank, and
William Carl Schenek, Co-Trusices of Trust B of the
Kirby D. Schenek & Rita D. Schenek Revaeable Trust

Agreement executed on 10/2/1991

By

Type or print name

Title

Date

Taz ID or S.S. No.
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Rita D. Schenck, Western Commerce Bank, and
Willlom Carl Schenek, Co-Trustees of Trust A-2 of the
Kirby D. Schenek & Rita D, Schenck Revocable Trust

Agreement executed on 10/2/1991

Type or print name

Thtte

Date

Tax ID or §8. No.

Bank of Americs, NA. Agent, Elimbeth Lea

Daupherty Revocable Trust U/A March 22, 2012

Type or print nome

Title

Date

Tax ID or S.S. No,

Bank of Ameriea, N.A., Agent, of the J E Slmmons
T Trust fbo Jane Hand

Type or print name

Tiile

Date

Tox ID or 8.8. No.

Bank of America, N.A., Agent, of the B H Simmons
Testamentary Trust fbo Mary Jane Hand

Type or print name

Tule

Date

Tax ID or 8. No.

Teddy L Hartley & Robert Thomas Hartley, a3

Trustees of the Vora Lowe Hartley Minera) Trust

By

Type or print name

Title

Date

Tax ID or S.8. No.
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By

Lowe Famfly, Lad,

Type or print name

Tax ID or 8.S. No,
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EXHIBIT “A~

Auached to and made part of that certain Operating Agreement dated June 24, 2014, by and between Cimarex Energy
Co., as Operator and Marshall and Winston, et al as Non-Operator(s).

CONTRACT AREA:
All of Section 7, Township 20 South, Range 35 East, N.M.P.M., Lea County, New Mexico

Sub-Contract Area A:

Sub-Contract Area B:

Sub-Contract Area C:

Sub Contract Area D:

DEPTH RESTRICTIONS:
This Agreement to cover and include depths from the top of the Bone Spring formation down to 100" feet below the
base of the Bone Spring formation.

600 N. Marienfeld, Ste. 600
Midland, Texas 79701
ATTN: Land Department

159.4 acres, more or less, being Lots 1 through 4 (W/2W/2) of Section 7, shal) be
operated by Cimarex Energy Co.

160 acres, more or less, being the E/2W/2 of Section 7, shall be operated by
Cimarex Energy Co.

160 acres, more or less, being the W/2E”2 of Section 7, shall be operated by
Marshall & Winston, Inc.

160 acres, more or less, being the E/2E/2 of Section 7, shall be operated by
Marshall & Winston, Inc,

Marshall & Winsten, Inc.
P.O. Box 50880
Midland, Texas 79710
ATTN: Kevin Hammit

Hanley Petroleum, Inc. LHAH Properties, LLC

415 W, Wall, Ste. 1500 415 W. Wall, Ste 1500

Midland, Texas 79701 Midland, Texas 79701

84 Exploration Partners, LLC AOG Mineral Partners, LTD, et al
P.O. Box 3429 P.O. Box 101S

Midland. Texas 79702 Midland, Texas 79702

Roy G. Barton Charles G. Rice and Donna C. Rice
1919 N. Turner St. 5725 Ridgemont Place

Hobbs, New Mexico 88240 Midland, Texas 79707

Tom M. Brandt & Linda L. Brandt Greenville Partners

P.O. Box 50880 P.O. Box 50612

Midland, Texas 79710 Midland, Texas 79710

Susan K Humphreys & Ronald K. Humphreys Barstow Energy, LLC

1311 Brighton Place 4803 E. County Rd. 60

Midland, Texas 79705 Midland, TX 79705

Rhoades Oil Company, LLC M. Dion Lowe

P.O. Box 2673 7801 Espanola Trail

Midland, Texas 79702 Austin, Texas 78737

Realeza Del Spear, LP Lowe Family, Ltd

P.O. Box 1684 P.O. Box 53775

Midland, TX 79702 Lubbock, TX 79453

Charles Kenneth Moore William H. Kennan, Trustee of the John E.

18326 E. San Ignacio C1.
Gold Canyon, AZ 85118

& Helen M. Kennann Family Trust created
January 13, 1994

1430 Soquel Ave

Santa Cruz, CA 95062




Larry P. Long, Managing Trustee of the Long Trusts
118 S. Kilgore St.
Kilgore, TX 75662

Rita D. Schenck, Western Commerce Bank,
and William Carl Schenck, Co-Trustees of
Trust B of the Kirby D. Schenck & Rita D.
Schenck Revocable Trust Agreement
executed on 10/2/1991

P.0. Box 1627

Lovington, NM 88260

Atn: Twilla Thomason

Bank of America, N.A. Agent,

Elizabeth Lea Daugherty Revocable Trust
U/A March 22, 2012

Bank of America

P.O. Box 2546

Fort Worth, TX 76113-2546

Ann: Janet M. Cunningham-Allen

Bank of America, N.A,, Agent, of the
B H Simmons Testamentary Trust fbo
Mary Jane Hand

Bank of America

P.O. Box 2546

Fort Worth, TX 76113-2546

Attn: Janet M. Cunningham-Allen

Kenneth G. Cone
P.O. Box 658
Dripping Springs, Texas 78620

Rita D. Schenck, Western Commerce Bank,
and William Carl Schenck, Co-Trustees of
Trust A-2 of the Kirby D. Schenck & Rita D,
Schenck Revocable Trust Agreement
executed on 10/2/1991

P.O. Box 1627

Lovington, NM 88260

Attn: Twilla Thomason

Bank of America, N.A., Agent, of the

J E Simmons Testamentary Trust fbo Mary
Jane Hand

Bank of America

P.O. Box 2546

Fort Worth, TX 76113-2846

Atin: Janet M. Cunningham-Allen

Teddy L. Hartley & Robert Thomas Hartley,
as Trustees of the Vora Lowe Hartley
Mineral Trust

P.O. Box 1024

Clovis, NM 88102

Interests of the parties may change and will be sent after receipt of final elections from all parties.

Interest Owners

Cimarex Energy Co.

Hanley Petrolewm.Ine. 08746706

LHAH Properties, LLC

84 Explomtion Partners [1.C 00624765 00623000
Charles G. Rice and wife, .
Donpa C, Rice 00499812 00500000
Tom M. Brandt and wife,

Linda L, Brandt 00499812 00500000. -
Greenville Partners 00249906 .00250000

Susan K. Humphreys and husband,

: ¢ ) m

000200

00000000 00000000

Teddy L. Hartley & Robert Thomas Hartley,
as Trustees of the Vora Lowe Hartley
Mineml Trust
Bank of America, N.A. Agent,

Elizabeth Lea Daugherty Revocable Trust

W/A March 22, 2012

00011772 01172

02778824 0077778 Q777778 02777778



Bank of America, N.A., Agent, of the

J E Simmons Testamentary Trust fbo Mary
dancHapd

Bank of America, N.A., Agent, of the

B H Simmons Testamentary Trust fbo

00320772 00390625

Mary Jane Hand

Rita D. Schenck, Western Commerce Bank,
and William Carl Schenck, Co-Trustees of
Trust B of the Kirby D. Schenck & Rita D.
Schenck Revocable Trust Agreement
executed on 10/2/1991

Rita D. Schenck, Western Commerce Bank,
and Willlam Carl Schenck, Co-Trustees of
Trust A-2 of the Kirby D. Schenck & Rita D.

Schenck Revocable Trust Agreement

executed on 10/2/1991 00293079 00292969 00292969 00292969
Kenneth G, Cone

Chadles Kenneth Moore 0002084 00020833 00000000 00000000
Jotals: 100000000 _ 1.00000000 ___ 100000000 100000000

ll G Interests mbj met yand will be sent upon receipt of proposal

elections from all parties.

! Date: August 8, 2014

Lessor: William Charles Kennann a/k/a Bill Kennann

Lessee: Cimarex Energy Co.

Recorded: Book 1928, Page 599

Lands Covered: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Royalty: Ye

2 Date: August 18, 2014

Lessor: Shana Lowe Conine

Lessee: Cimarex Energy Co.

Recorded: Book 1931, Page 88

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Royalty: Y

Date: October 16, 2014

Lessor: Tom R Cone

Lessee: Cimarex Energy Co.

Recarded: Book 1932, Page 874

Lands Covered: Lots 3 & 4, E2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Royalty: Y

Date: October 29, 2014

Lessor: Cathie Cane McCown

Lessee: Cimarex Energy Co.

Recorded: Book 1931, Page 77

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Royalty: Y

Date: October 29, 2014

Lessor: Lawanda Jean Crumpton Rhoten

Lessee: Cimarex Energy Co.

Recorded: Book 1931, Page 82

Lands Covered: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Royalty: Ya




12.

Lands Covered:

Royalty:

October 30, 2014

Arthur Leroy Burch
Cimarex Energy Co.
Book 1931, Page 85

: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,

NMPM, Lea County, New Mexico
Ya

October 30, 2014
Roberta L Wilson
Cimarex Energy Co.
Book 1932, Page 871

: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,

NMPM, Lea County, New Mexico
Ya

December 5, 2014

Debra D Dye, as sole and separate property

Cimarex Energy Co.

Book 1936, Page 293

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 3$
East, NMPM, Lea County, New Mexico

Y

November 21, 2012
Barbara Garcia

Cimarex Energy Co.
Book 1810, Page 514

: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,

NMPM, Lea County, New Mexico
Y4

November 21, 2012

Donna Blystone, singed by Donna M. Blystone

Cimarex Energy Co. :

Book 1824, Page 568

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM. Lea County, New Mexico

Ya

January 26, 2012

LKM Lowe Family Partnership
Cimarex Energy Co.

Book 1766, Page 360

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

June 26, 2014

El Pam Co., Inc.

Cimarex Energy Co.

Book 1911, Page 421

Lots 3 & 4, E22 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya




14.

1.

20.

Lands Covered:

Date:

Recorded:
Lands Covered:

Royalty:

Date:

Recorded:
Lands Covered:

Royalty:

Date:

Lands Covered:

Royalty:

July 10, 2014
Robert T. Hartley
Cimarex Energy Co.
Book 1978, Page 409

;" Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

July 10, 2014

Tana Hartley Yarano
Cimarex Energy Co.

Book 1985, Page 499

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Y

July 10,2014

Taylor Hartley

Cimarex Energy Co.

Book 1986, Page 887

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 10, 2014

Tim Hartley
Cimarex Energy Co.
Book 1997, Page 135

: Lots 3 & 4, E22 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

October 29, 2014

Cathie Cone McCown

Cimarex Energy Co.

Book 1931, Page 77

Lots 3 & 4, E2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 3$
East, NMPM, Lea County, New Mexico

Ya

January 6, 2012

Leo V Sims, 11

Cimarex Energy Co.

Book 1765, Page 351

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

January 6, 2012

A & P Family Partnership, by Aline L Sims, Partner, and George Patrick Sims,
Jr., Partner

Cimarex Energy Co.

Book 1766, Page 354

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

January 6, 2012

Larty K. Lowe

Cimarex Energy Co.

Book 1766, Page 357

Lots 3 & 4, E”2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya




21.

24,

2s.

26.

27.

28.

Date:

Recorded:
Lands Covered:

Royalty:

1L

Lands Covered:
Royalty:

Date:

Lands Covered:

Royalty:

Date:

Recorded:
Lands Covered:

Royalty:

Date:
Lessor:

Recorded:
Lands Covered:

Royalty:
Date:

Lands Covered:

Royalty:

Date:
Lessor:

Recorded:
Lands Covered:

Royalty:

November 21, 2012

Carolyn Thompson

Cimarex Energy Co.

Book 1810, Page 517

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Charles Crane

Cimarex Energy Co.

Book 1810, Page 519

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Harold Crane

Cimarex Energy Co.

Book 1810, Page 521

Lots 3 & 4 and E/2 of SW/4 of Section 7, TomhlpZOSoum.RangeSS East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Mitchell Zinck

Cimarex Energy Co.

Book 1810, Page 523

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Y

November 21, 2012

Stanley Rogers

Cimarex Energy Co.

Book 1810, Page 525

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Billie Dixon

Cimarex Energy Co.

Book 1810, Page 527

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Marietta Perkins

Cimarex Energy Co.

Book 1810, Page 529

Lots 3 & 4 and E/2 of SW/4 of Section 7 Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Linda Skates

Cimarex Energy Co.

Book 1812, Page 949

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya




29,

30.

31

32.

3.

34.

3s.

36.

Date:
Recorded:
Lands Covered:
Royalty:

Date:

Lessee:
Recorded:
Lands Covered:
Royalty:

Date:

Recorded:
Lands Covered:

Lands Covered:
Royalty:
Date:

Lands Covered:
Royalty:
Date:

Recorded:
Lands Covered:

Royalty:

November 21, 2012

James Wesley Burch

Cimarex Energy Co.

Book 1812, Page 951

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Colleen Peterman

Cimarex Energy Co.

Book 1814, Page 495

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Cheryl Landon

Cimarex Energy Co.

Book 1821, Page 730

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012
Robert Crane
Cimarex Energy Co.
Book 1823, Page 878

: Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,

NMPM, Lea County, New Mexico
Ya

November 21, 2012

George Crane

Cimarex Energy Co.

Book 1823, Page 880

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

CIiff Gregory

Cimarex Energy Co.

Book 1824, Page 562

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County. New Mexico

Ya

November 21, 2012

Shirley Terry

Cimarex Energy Co.

Book 1824, Page 564

Lots 3 & 4 and €72 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

November 21, 2012

Sharan Philtips

Cimarex Energy Co.

Book 1824, Page 566

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya




37.

38.

39.

41.

42.

43.

Lands Covered:

Royalty:

Lands Covered:

Lands Covered:

Royalty:

Lands Covend

Royalty:

November 21, 2012

James Gregory

Cimarex Energy Co.

Book 1833, Page 745

Lots 3 & 4 and E/2 of SW/4 of Section 7, Township 20 South, Range 35 East,
NMPM, Lea County, New Mexico

Ya

June 19, 2014

William C. Walker, Trustee of the William C. and Elaine M. Walker Trust
Cimarex Energy Co.

Book 1904, Page 75

Lots 3 & 4, E/2 of SW/4 and SE/4.of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 3, 2014

William E. Walker 11, Trustee of the William E. Walker Living Trust
Cimarex Energy Co.

Book 1911, Page 424

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

July 15, 2014

Ronnie P Lowe

Cimarex Energy Co.

Book 1911, Page 432

Lots 3 & 4, E”2 of SW/4 and SE/4 ofSection? Township 20 South, Range 35
East. NMPM, Lea County, New Mexico

Ya

July 15,2014

Teddy L Hartley

Cimarex Energy Co.

Book 1911, Page 435

Lots 3 & 4; E/2 of SW/4 and SE/4 of Seﬂlon 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 15,2014

Vivian Lowe Anselmi, by Kay l.owe Atcheson, POA
Cimarex Energy Co.

Book 1911, Page 438

: Lots 3 & 4, E2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

July 15, 2014

Kay Lowe Atcheson aka Kay Lowe Hughes

Cimarex Energy Co.

Book 1911, Page 440

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 15, 2014

Farley Ranch Lowe Family Pertnership, Ltd., by Larry Lowe, Partner
Cimarex Energy Co.

Book 1911, Page 443

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya




45,

46.

47,

48.

49,

50.

sl

52,

Lands Covered:
Royalty:

Date:

Lands Covered:
Royalty:
Date:

Recorded:
Lands Covered:

Royalty:
Date:

Recorded:
Lands Covered:

Royalty:

July 15, 2014

Loretta D Lowe

Cimarex Energy Co.

Book 1916, Page 866

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 15,2014

LDL Lowe Family Partnership, Ld.

Cimarex Energy Co.

Book 1916, Page 868

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 17,2014

Billy Glenn Spradlin

Cimarex Energy Co.

Book 1911, Page 429

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Y

July 22, 2014

Denise Lowe

Cimarex Energy Co.

Book 1911, Page 427

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Y

July 22,2014

Haley Lowe Erdlen

Cimarex Energy Co.

Book 1911, Page 446

Lots 3 & 4, E2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

July 22, 2014

Lauren Lowe Matthews

Cimarex Energy Co.

Book 1911, Page 449

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 3§
East, NMPM, Lea County, New Mexico

Ya

July 22, 2014

Kelly Lowe Read

Cimarex Energy Co.

Book 1911, Page 451 .
Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ve

August 8, 2014

Helen Campsey

Cimarex Energy Co.

Book 1928, Page 567

Lots 3 & 4, ER2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya




53.

54.

5s.

56.

57.

58,

9.

Date:

Recorded:
Lands Covered:

Royalty:

August 13, 2014

LM Robinson, LLC

Cimarex Energy Co.

Book 1916, Page 870

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Y

August 13,2014

David Fred Carr, by Deborah L Goluska, Agent
Cimarex Energy Co.

Book 1915, Page 880

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

August 13, 2014

CRJ Resources, LLC, by Deborah L Goluska, Agent
Cimarex Energy Co.

Book 1915, Page 883

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
v .

August 13, 2014

Herring's Carter Minerals, LLC
Cimarex Energy Co. -

Book 1916, Page 874

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico

October 29, 2014
Kay Celloway Newton
Cimarex Energy Co.
Book 1928, Page 562

: Lots 3 & 4, E2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

October 29, 2014
Marilyn Haight
Cimarex Energy Co.
Book 1928, Page 564

: Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Towmlilpzo South, Range 35

East, NMPM, Lea County, New Mexico
Y

December 1, 2014
Deborah H. Wachsmuth
Cimarex Energy Co.
TBD

:  SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County,

New Mexico
Ya

December 1, 2014

Robert G. Hooper

Cimarex Energy Co.

TBD

SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County,
New Mexico

Ya

10




6.

62.

63.

65.

66.

Date:

Lessee:
Recorded:
Lands Covered:
Royalty:

Date:
Recorded:
Lands Covered:

Royalty:

Royalty:

December 1, 2014

Jack P. Hooper

Cimarex Energy Co.

TBD

SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County,
New Mexico

Ya

December 1, 2014

Michael T. Hooper

Cimarex Energy Co.

TBD

SW/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County,
New Mexico

Ya

December 1,2014

George Linam Klein, Trustee of the Faye Klein Family Trust Agreement dated
December 19, 2003

Cimarex Energy Co.

Book 2097, Page 810

: Lots 3, 4, ER2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

December 1, 2014

Wells Fargo Bank, N.A. Successor Trustee, of the James Virgil Linam Trust,
U/W/O James Virgil Linam F/B/O Bruce Alene Carlin and Alta Faye Klein
Cimarex Energy Co. -

TBD

Lots 3, 4, E/2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

December 1, 2014

George Lynn Sims, a married man dealing with his sole and separate property
Cimarex Energy Co.

TBD

Lots 3, 4, E/2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ya

December 1, 2014

Debra Lowe Finn

Cimarex Energy Co.

TBD

: Lots 3, 4, ER2 of SW/4 and the SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico

June 30, 2014
Powhatan Carter, 111, dealing in his sole and separate property
AOG Minera) Partners, Ltd.

Book 1903, Page 300
Lots 3 & 4, E22 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35

East, NMPM, Lea County, New Mexico
Ya

1




Date:

Recorded:
Lands Covered:
Royalty:

Date:

i

Lands Covered:
Royalty:

Date:

Recorded:
Lands Covered:

Royalty:

July 2, 2014

Rodney Carter, dealing in his sole and separate propesty

AOG Mineral Partners, Lid.

Book 1903, Page 303

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Y

July 9, 2014

Beverly Anne Carter Overton and Charles W. Overton, Trustees of the Beverly
Anne Carter Overton and Charles W. Overton Revocable Trust, v/t/a dated
12/15/93

AOG Mineral Partners, Ltd.

Book 1904, Page S01

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Y

July 16, 2014

Cassius Carter, dealing in his sole and separate property

AOG Mineral Partners, Ltd.

Book 1909, Page 393

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Va

July 30, 2014

South Fifth Energy, LLC, by Stuart Carter, manager

AOG Mincral Partners, Ltd.

Book 1908, Page 920

Lots 3 & 4, E/2 of SW/4 and SE/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

October 11, 2012 (effective as of November 1, 2012)

The United States of America

Marshall & Winston Inc.

Unrecorded

: Lots | & 2, NE/4 and E2NW/4 of Section 7, Township 20 South, Range 35
East, NMPM, Lea County, New Mexico

Ye

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Renge 35 East, NMPM, Lea County, New Mexico

1. Lots3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico
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1. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1L AND GAS INTERESTS

1. Lots3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Leca County, New Mexico

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

STEE OF

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

1. Lots3 & 4, and the E72 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2, SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico
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I. Lots3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2, 'SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

). Lots3 &4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2. SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots 3 & 4, and the E/2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and

2, SE/4 of Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New Mexico

1. Lots3 &4, and the ER2 of the SW/4 of Section 7, Township 20 South, Range 35 East, NMPM,
Lea County, New Mexico; and
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Exhibit “B”

OIL & GAS LEASE

Tins AGREEMENT made this day of between , whose address is
haehnﬁ«mlkdlmw(\mmwmxmcm:im&.mﬂcruﬂu
lxm.whoseaddmissoON.MuiquSmSweéoo.MMTmmm

1. Lessor. in consideration of TEN AND OTHER DOLLARS ($10.00) in hand pald, recsipt of which is here acknowledged, and of the royattics
herein provided and of the agreements of the Lessee herein contained, hereby granis, leascs and lets exclusively unto Lessec for the purpose
of investigating, exploring. prospecting, drilling and operating for and producing ofl end gas. injecting gas, waters, other fluids and airinto
subsurface strota, laying pipelines, storing oil. building tanks, recdways, telephane lines and other stcturcs and things thereon to produce,
save, loke care of! treat, process, store and transport said minerals, the following described land in Ward County, Texas, to-wit:

Said land is estimated to comprise . whether it actually comprises maore or less.

2. Subjeet to the other provisions herein contained, this Lease shall remain in foree for a term of gne (1) year from this daic (called “primary
term™) and as long thereafler os ol) or gas is produced from said land or from land with which seid lnnd is pooled.

3. Theroyalties to be paid by Lessee are: (2) on ail, and other liquid hydrocarbons saved at the well, ong-fourth (1/41h) of that produced and
saved from said land, same to be detivered at the weils or to the credit of Lessor in the pipeline to which the wells may be connected: (b) on
gas, including casinghend gas or other gascous substance produced from said land and used off the premises or used in the manufacture of
gasoline or other products, the market value at the well of one-fourth (1/4th) of the gas used, provided that on gns sold on or off the
premises, the royaltics shall be gne-fourth (1/4th) of the amoum renlized from such sale: (c) at any time when this Lease is not validated by
other provisions hereof and there is o well capable of producing gas and/or condensate on said land, or land pooled therewith. but gas or
condensate Is not being so sold or uscd and such well is shut in. cither before or afier production therefrom, this Lease shall nevertheless not
terminate, and it shall be considered under all clauses hereof that gas is being produced from the leased premises in paying quantities so fong
as such well remains capoble of so producing. 1fsuch well remains shut in for more than 90 consecutive days, and if this Lease is then or at
any thne thereafler not being maintained in force and cffect by some other provision hereof, Lessee shall pay or tender to Lessor thereupon,
and annually therealler on or before the anniversary of the date Lessee became obligated for the first such payment until actual production of
oil, gas or condensate has commenced from such well or some other well on the leased premises or lands pooled therewith, a shui-in royalty
equal to $1.00 per net ecre of Lessor's oil and gas acreage then held under this Lease by the party making such payment or tender. So long
as sald shut-in royalty is paid or tendered, this Lease shall not terminate, and it shal be considered under all clouses hereof that gas is being
produced from the lcased premises in paying quantities, Each such payment shall be paid or tenderod to the party or partics who at the time
of such payment would be entitled (o receive the royatties which would be paid under this Lease if the weil were in fact producing. The
payment or tender of royalties and shut-in royalties moy be made by check ordraft. Any timely payment or tender of shut-in royatty which is
made in abona fide aticrpt to make proper payment, but which is erroncous in whole or in part as to parties or amounts, shall nevertheless
be sufficient to prevent termination of this Leasc in the same manner as though a proper payment had been made if Lessee shall correct such
error within 30 doys after Lesses has received written notice thereof by certlfied mail from the party or parties entitled to receive psyment
together with such written instruments (or certified copics thereof) s arc neocssary to cnable Lessee to make proper payment. The amoani
realized from the salc of gas on or off the premises shall be the price established by the gas sales contruct enteved into in good faith by
Lessec and gas purchaser for such 1erm and under such conditions as arc customary in the industry. “Price™ shall mean the net amount
reccived by Lessee afler giving effect to applicable regulntory orders and after application of any applicable price adjustments specified in
such contract or regulatory orders, [a the event Lessee compresses, treats, purifies or dehydrates such gas (whether on or off the leased
premises) or transports gas ofFthe leased premises, Lessee in computing royalty hereunder may deduct (from such price a reasonable charge
for each of such fimctions performed.

4. This is a paid-up lease, and Lessee shall not be obligated during the primary term hereof to commense or continue any operations of
whatsoever character or to make any payments hereunder in order to maintain this Lease in foroe during the primary term: however, this
provision Is not intended to relieve Lessee of the obligation to pay royaltics on actual production pursuant of paragraph 3 hercof.

5. Lessee ishoreby granted the right end power, from time (o time, to pool or combine this Lease, the land covered by it or any part or horizon
thereof with any other land. leases. mincral estates or parts thereof for the production of ofl or gas. Units pooled hereund er shatl not exceed
the standard peorntion unit fixed by low or by the govemmental segulatory suthoritly having jurisdiction of well spacing and density for the
pool or area in which said land is situated. plus a tolerance of 10%; provided tha if no such standard proration unit isso fixed or prescribed.
such pooled units shall not exceed 40 acres for off wells, plus a tolerance of 10%, or 640 acres for gas wells, plus a toterunce of 10%, or such
larger area as may be prescribed or permitted by such governmental authority to be assigned to each well for purposes of o well spacing or
density pattern or in the allocation of preducing allowable, Lessee shall file written unit designations for record in the office of the county
clerk of the county in which the premises are focated. and such units may be designated from time to time and either before or afier the
completion of wolls. Drilling Operations on or production from any part of any such unit shall be considered for all purposes, € xcept the
payment of royalty, as operations conducted upon or production from the land described in this Lease. There shall be all ocated to the land
covered by this Lease included in any such unit that portion of the total production of pooled mincrals from wells in the uni L afier deducting
eny used in lease or unit operations, which the net ofl or gas acreape in the land covered by this Lease included in the unit bears to the tota)
number of surface acres in the unit. The production so allocated shall be considered for all purposes, including the psyment or delivery of
royaliy, to be the entire production of pooled mincrals from the portion of said land covered hereby and included in said unit in the same
manner as though produced from said land under the terms of this Lease. Any pooled unit designated by Lessee, as provided he rein, may be
amended or dissolved by Lessee by (iling an appropriate instrument for record in the office of the connty clevk of the county where the lond
is situated at any lime after the original designation of such unit.

6. 1ol the expirmion of the primary term there is no well upon said land capable of producing oil or gas, but Lessee has commenced operations
for drilling or reworking thereon, this Lease shall remain in force so long as aperations are prosecuted with no cessation of more than 60
consecutive days, whether such operations be on the some well or on a different or additional well or wells, and if they result in the
production of oil or gas, so long thereafier as oil or gas is produced from said land. (£, after the expiration of the primary tem, all wells
upon said kand should become incapable of producing for any cause, (his Lease shall not terminate if Lessee commences operations for
additional drilling or for reworking within 60 days thereafler, and shall remain in force so long s operations are prosecuted with no
cessation of more than 60 consecutive days, whether such operations be on the same well or on a different or additional well or wells, Ifany
drilling, additiona! drilling, or reworking operations hereunder result in production, then this Lease shall remain in full force so long
thereafter as ofl or gas is produced hereunder.

7. Lessee shall have frec use of oil, gas and water from snid land, except water ffom Lessor’s wells and tanks, for all opemtions hereunder, and

the royulty shall be computed afier deducting any so used. Lessee shall have the right at any time during or after the expiration of this Lease
1o remove all property and fixtures placed by Lessec on said land, including the right (o draw and remove all casing.
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8. The rights of cither party hereunder may be assigned in whole or in part and the provisions hereof shall extend to their heirs, exccutors,

edministrators. successors and assigns; but no change in the ownership of the land or in the ownership of, or rights to receive, coyaltics or
shut-in royalties. however accomplished. shall operate to entarge the obligatians or diminish the rights of Lessee; and no such change or
division shall be binding upon Lessce for any purpose until 30 days after Lessee has been fumished by certified mail at Lessee’s principal
place of busincss with ecceptable instruments or certificd copics thercof constituting the chain of title from the criginal Lessor, Ifany such
change in ownership occurs through the death of the owner, Lessee may, ot its option, pay or tender any roynltics or shut-in royalties in the
namme of the deceased or to his estate or to his heirs, executor or administrator until such time os Lessee has been fumnished with cvidence
satisfartory to Lessee as to the persons entitled to such sums. An assignment of this Lense in whole or in part shall, to the extent of such
assignment, relieve and discharge Lessee of any cbligations hercunder, and if Lessee or assignee of part or parts hereof shall fafl or make
defhult in the payment of the proportionate part of royalty or shut-In royalty due from such Lessee or assignee or foil to comply with any of
the provisions of this Lease, such default shall not affect this Leaze insofur os ft covers o pant of said londs upon which Lessee ar any
assignee thereof shall properly comply or make such payments,

9. Should Lessce be prevented from complying with any express or implied covenant of this Lease, or from conducting drilling or reworking

hereunder, or from producing ofl or gas hereunder by reason of scarcity or inabil ity to obtain or use equipment or material, orby
operation of force majeure, or by any Federal or state law or any arder, rule or regulation of govemmento! authority, then w hile so prevented,
Lessee’s duty shall be suspended, and Lessee shall not be lizble for fafture to comply therewith; and this Lease shall be exiended while and
s0 long as Lessec is prevented by any such cause (rom conducting drilling or reworking operations or from producing oil or go s hereunder:
und the time while Lessee is so prevented shall not be counted agelnst Lessee, anything in this Lease to the contrary notwithstanding.

10. Lessor hereby warrants and egrees (o defend the title to said land and agrees that Lessee at its option may dischargs any tax, mortgage or
other lien upon said tand, and in the event Lessee does so it shall be subrogated to such lien with the right to enforee sams and to apply
royalties and shut-in royaltics payable bereunder toward satisfying same. Without impsirment of Lessee’s rights under the warranty, if this
Lease covers a less interest in the oil or gas in all or any part of said land than the entire and undivided fee simplo estate (whether Lessor's
interest is herein specified or not) then the royalties, shut-in royalty and other payments, if any, sccruing from any part as to which this Lease
covers less than such full interest, shal? be paid only in the proportion which the interest therein, if any, covered by this Lease, bearsto the
whole end undivided fee simple estate thercin. Should any onc or more of the parties named above as Lessors fuil to executo this Lease, it
shall nevertheless be binding upon the party or parties executing the same.

11. Lessee, its or his successors, beirs and astigns shall have the right ot any time to surrender this Lease, in whole or in part, to Lessor or his
heirs, successors and assigns by delivering or mailing a release thereof to the Lessor, or by placing a release thereof of record in the county
in which said land is situated: thercapon Lessee shall be relieved from all obligntions, expressed or implicd, of this agreement as (o acreage
0 survendered, and thereafler the shut-in royulty payable hercunder shall be reduoed in the proportion that the acreage covered hiereby is
reduced by said release or relcases.

Executed the day and year first above written.




Exhibit “B*
ACKNOWLEDGMENTS

INDIVIDUAL ACKNOWLEDGMENT = TEXAS

STATE OF ]
COUNTY OF §
Tho foregoing instrument was acknowledged before me this dayof, 20__.by
My ecommisston cxpires:
Notary Public, Stats of
CORPORATE ACKNOWLEDGNENT — TEXAS
STATE oF §
County oF §
The foregoing instrument wes acknowledged before me this dayof ,20__by
- of
a wrpumlon.
on behalf of said corporation.
My commission expires:
— Notary Public, State of
E2a8 2k
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COPAS 2005 Accounting Procedure

Recommended by COPAS
coO p as
Exhibit“ C "
ACCOUNTING PROCEDURE
JOINT OPERATIONS

1 Auached to and made pan of _thai certain Opernting Agreement dated tune 24,2014, by and hejween Cimnrex Energy Co, as Operator
2 ngshall £ Wijnsto: s Nop - or,

3

4

H

6 I. GENERAL PROVISIONS

7

8 IF THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE™ PROVISIONS, OR SELECT ALL THE
9  COMPETING “ALTERNATIVE” PROVISIONS, ALTERNATIVE | IN EACH SUCH INSTANCE SHALL BE DEEMED TO HAVE
10 BEEN ADOPTED BY TIHE PARTIES AS A RESULT OF ANY SUCII OMISSION OR DUPLICATE NOTATION.

1"

12 IN THE EVENT THAT ANY “OPTIONAL” PROVISION OF THIS ACCOUNTING PROCEDURF. 1S NOT ADOPTED BY THE
13 PARTIES TO THE AGREEMENT BY A TVPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION S1IALL NOT
14 FORM A PART QF TIIIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADF. CONCERNING TIE INTENT
15 OF TIE PARTIES IN SUCI EVENT.

16

17§ DEFINITIONS

18

19 All terms used in this Accounting Procedure shall have the following meaning. unless othenwise expressly defined in the Agreement:
20
21 “AfMillate™ means for a person, another person that controls, is controlled by, or is wnder common control with that person. In this
n definition, (a) control means the ownership by enc person, directly or indirectly, of more than fifty percent (50%) of the voling securities
23 of a corporntion or, for other persons, the equivalent ownership interest (such as partnership interests), and (b) “person™ mcons an
p] individual, corporation, partnership, trust, estate, unincory d izati intion, or other legnl entity,
28
26 “Ag " means the operating agr farmout agr or other b the Parties to which this Accounting
27 Procedure is atached,

28 ’

29 “Controllable Material™ means Material that, ot the time of acquisition or disposition by the Joint A t, as applicable, is so classificd
30 in the Material Classification Manual most recently recommended by the Council of Petroleum Accountants Societies (COPAS).

n

32 “Equslized Frelgh1™ means the p dure of charging 7 ion cost to the Joint Account hased upon the distence from the rearest
N Railway Receiving Point to the property.

M

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

6

» “Fleld Office™ means a structure, or portion of o structure, whether 8 temporary or permancnt instaliation, the primary function of which is
ki 1o dircetly serve daily operation and maintenance activilies of the Joint Property and which serves as o staging area for directly chargeable
39 field personnel.

40

41 “First Level Superviston™ means those employces whose primary function in Joint Operations is the dircet oversight of the Operator’s
42 field employees and/or contract Inbor directly employed Onesite in o field opernting capacity. First Level Supervision functions may
3 include. but are not limited to;

“

48 » Responsibility for field employees and Inbor engaged in octivities that can include field operations, maintenance,
6 well dial work, cquip and drilling

47 « Respansibility for day-to-day direct oversight of rig operatians

48 » Responsibility for day-to-dny direct ight of ion of

a9 « Coordination of job prioritics and approval of work f dures

50 * Responsibility for optimat utilization (equif Materials, p 1)

s * Responsibility for ing production and ficld operating exp targets

52 = Representation of the Parties in local matters involving ity, vendars, regulatory agents and landowners, as an incidenianl
53 part of the supervisor's operting responsibilitics

84 + Responsibility for all gency resy with field stofV

ss ¢ Responsibility for impl ing safety and envil I

36  Responsibility for field adherence to company policy

57 * Responsibility for employ decisions and perfi ppraisals for ficld 1 )

sB * Oversight of sub-groups for field functions such as clectrical, safcty, I, teh which may have group
59 or team leaders.

60

4] “Joint Arcount™ means the account showing the charges poid and credits received in the conduct of the Joint Operations that are to be
62 shared by the Pantics. but does not include proceeds attributable to hyd bons and by-products produced under the Agr

63

3] “Joint Operatlons” means oll operations necessary or proper for the explorti ppraisal, develoy production, T

63 i repair, aband and ion of the Joint iroperty.

66

COPYRIGHT © 2005 by Council of P'etrol A Socicties, Inc. (COPAS)




COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc.
cCo p as
| “Joint Property™ means the real and personal property subject to the Agreement.
*
3 “Lows™ mcans any laws, rules, regulations, decrees, and orders of the United States of America or any state thereof and all other
4 s } bodics, agencies, and other nuthoritics having jurisdiction over or nffecting the provisions ined in or the
EH lated by the Agr or the Partics ond their opemtions, whether such laws now exist or are hereafter amended, enacted,
[ promulgated or issued,
7
] “Material” means p ) property, equip upplics. o bles acquired or held for use by the Joint Prapeny.
9
10 “Non-Operatars™ means the Parties to the Agreement other than the Operator.
n
12 “Offshore Facilliles” means platforms, surface and subsea develoy and producti ond other suppon systems such as oil and
13 gas handling facilities, living quaners, offices, shops, crantes, clectrical supply equif and fucl and water stornge and piping,
14 helipont, marine docking installati ication facilitics, navigation aids, and other similar facilities necessaty in the conducl of
15 offshore operations, all of which are located offshore.
16
17 “Off-site™ means any location that is nol considered On-site as defined in this Accounting Procedure.
18
(L] “On-slte™ means on the Joint Property when in direct conduct of Joint Operations. The term “On-site”™ shall also include that portion of
20 Oftshore Facilitics, Shore Base Facilitics, fabrication yords, and staging areas from which Joint Operations are conducted, or other
b facilities that dircctly control equipment on the Joint Property, regardless of whether such facilitics arc owned by the Joint Account.
22
23 “Operator™ mcans the Party desi; dp to the Ag to conduct the Joim Of
M
28 “Partles™ means legal entities si y to the Agr or their and assigns. Parties shall be referred 1o individually as
) “Pany.”
27
28 “Partlcipating 1 " means the p ge of the costs and risks of conducting an operation under the Agr that a Party agrees,
2 or is othenwise obligated. to pay and bear.
30
3 *“Participating Party™ means a Party that app a proposed operation or otherwise agrees, or becomes liable, to pay and bear a share off
32 the costs and risks of conducting an operntion under the Ag
3
N “Personal Expenscs™ means reimbursed costs {or travet and temporary living expenses.
38
36 “Rollway Recelving Point™ means the milhead nearest the Joint Property for which I'rci;;hl rates ore published, even though an actual
37 raithead may not exist.
ki
39 “Shore Base Facillties™ means onshore suppon facilities that during Joint Operations provide such services to the Joint Property as a
L) reeciving and hi point for Materials; debarkation point for drilling and production personnel and services: communication,
4 scheduling and dispaiching center: and other associated functions serving the Joint Propenty.
42
43 “Supply Storc™ means a recognized source or common stock point for a given Material item.
a4
45 “Technleal Services™ means services providing specific engineeting, geoscd or other professional skills, such as those performed by
46 engineers, geologists, geophysicists, and technicians, required to handie specific opersting conditians and problems for the benefit of Joint
7 Opcrutions; provided. however, Technical Services shall not include those functions spcci'ﬁcnlly identified as overhead under the second
48 pamgraph of the introduction of Section 11} (Overhcad). Technical Services may be provided by the Operator, Operntor’s Afliliate, Non-
49 Operator, Non-Operator Affiliates, and/or third partics
0
s1 2.  STATEMENTS AND BILLINGS
$2
53 “The Operator shall bill Non-Operators on ar before the lasi day of the month for their proportionate share of the Joint Account for the
L] preceding month. Such bills shall be uccompamcd by stutements that identify the AFE (authority for expenditure), lease ot facility, and all
53 charges and credits ized by approp categ of i and exp C flable Material shall be separately identified
6 nnd fully described in detail, or at the Operator’s option, C llable Materinl may be izcd by major Material classifications,
87 Intangible drilling costs, audit adjustments, and unusunl charges and credits shall be separately and clearly identified.
8
59 The Operatot may make available to Non-Or any and bills required under Section 1.2 and/or Scction 1.3.A (Advances
60 and Payments by the Parties) via email, el ic data interchange, intemet websites or other equival I ic media in licu of paper
6l capics. The Operator shall provide the Non-Operators instructions and any necessary information to access and receive the statements ond
62 bills within the timeframes specificd hetein. A stotement or billing shall be d ! as dcli J y-four (24) hours {exclusive of
63 weekends and holidays) after the Opcmlor nnllﬁcs the Non-Operator that the statement or billing is available on the wehsite and/or sent via
o4 email or cl ic dota i ion Each Non-Opemtor individually shall elect 1o receive swtemenis and billings
68 electronically, if available from the Opcmlnr, of fequest paper copies. Such election may be changed upon thirty (30) days prior written
66 notice to the Operator.
COPYRIGIIT © 2005 by Council of Petrol A Socicties, Inc, (COPAS)
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COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc.

3.  ADVANCES AND PAVMENTS BY TIIE PARTIES

A

Unless athenwise provided for in tic Agreement, the Opemitor may require the Non-Operators 1o advance their share of the estimated
cash outlay for the ling month's operations within fifteen (15) days ofter receipt of the advance request or by the first day of
the month for which the advance is required, whichever is later, The Operator shall ndjust each monthly billing to reflect advances
received from the Non-Operators for such month. If a refund is due, the Operator shall apply the amours to be refunded to the
subsequent month's billing or advance, unless the Non-Operntor sends the Operator a wrilten request for a cash refund. The Operator
shall remit the refund to the Non-Operator within filteen (15) days of receipt of such written request.

Exccpt as provided below, each Party shall pay its propanionate share of all bills in full within fifleen (15) days of receipt date. If
payment i8 not made within such time, the unpaid balance shall bear interest compounded monthly at the prime mte published by the
Wall Strees Journal on the first day of cach month the payment is delinquent, plus (hree percent (3%), per annum, ar the maximum
contract rate permitted by the applicable usury Laws goveming the Joint Property, whichever is the lesser, plus attomey’s fecs, coun
costs, and other cosis in connection with the collection of unpaid amounts. If the $all Street Journal ceases to be published or
discontinucs publishing a prime rale, the unpaid balance shall bear interest compounded monthly at the prime mte published by the
Federal Reserve plus three percent (3%5), per ennum. Interest shall begin accruing on the first day of the month in which the payment
was duc. Poyment shalt not be reduced or delayed ns a result of inquiries or anticipated credits unless the Operator has egreed.
Notwithstanding the foregoing, the Non-Operator may seduce payment, provided it fumishes d ion and cxplanation to the
Operator ot the time pavment is made, to the extent such reduction is caused by:

(1) being billed ot an incomect working interest or Panticipating fnterest that is higher than such Non-Operator’s actual werking
interest or Participating Interest, as applicable; or

(2) being billed for a project or AFE requiring approval of the Panties under the Agrecment that the Non-Operator has not approved
ot is not othenwisc obligated to pay under the Agreement: or

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

(4) charges outside the adjustment period, as provided in Scction 1.4 (Adjustments).

4. ADJUSTMENTS

A

Puyment of any such bills shall not prejudice the right of any Party Io protest or question the thereof: h . all bills
and including payout dered during any year shal! lusively be p  to be true and correct,
with respect only to expenditures, afler twenty-four (24) months following the end of any such calendar year, unless within said
period o Party takes specific detailed written exception therelo making a claim for adjustment. The Operator shall provide 8 response
to all wtitien excepiions, swhether or not contained in an audit separt, within the time periods prescribed in Section 1.5 { Expendinare
Audits).

Al adjusiments initiated by the Opcrator, cxeept those described in items (1) through (4) of this Scction 4.1, are limited to the
twenty- four (24) month period following the end of the calendar year in which the original charge appeared or should have appeared

on the Operator's Joint Account or payoul Adj that may be made beyond the twenty-four (24) month
petiod are limited to adj fting from the following:
(1) aphysical s y of C {lable Materinl as provided for in Section V (/aventories af Controllable Material), ot

{2) an offsctting entry (whether in whole or in pant) that is the direct result of a specific joint interest audit exception granted by the
Opcerator relating to another property, or

(3) a govemment/regulatory oudit, or

{4) aworking interest ownership or Ianticipating Interest adjusiment.

S.  EXPENDITURF AUDITS

A.

A Non-Operator, upon written notice 1o the Operator and all other Non-Operators, shall have the right to audil the Operator's
accounts and records relating to the Joint Account within the twenty-four {24) month period following the end of such calendar year in
which such bill was rendered; however, conducting an audit shall not extend the time for the taking of written exceplion 10 and the
adjustment of accounts as provided for in Section L4 (Adjusiments). Any Pany that is subject to payout accounting under the
Agreement shall have the right te audit the accounts and records of the Panty responsible for preparing the payout or of
the Party fumishing information 1o the Pany responsible for preparing payout Audits of payoul sccounts may include the

1 of hydrocarbons produced and saved and proceeds received for such hydrocarbons as they pertain 10 payout accounting

quired under the Agr Unless otherwise provided in the Agreement, audits of a payout account shall be conducted within the
twenty-four (24) manth period following the end of the catendar year in which the payout statement was rendercd.

Where there are two of more Non-Operators, the Non-Operalors shall make every reasonable effort to conduct a joint audit in o
manner that will result in n minimum of inconvenience to the Operator. The Operator shall bear no portion of the Non-Qperators*
audit cost incurred under this paragraph unless agreed to by the Operator. The audits shalt not be conducted more than once cach year
without prior approval of the Operator, except upon the resignation or removal of the Operator, and shall be made at the expense of
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those Non-Operators approving such audit

1

i The Non-Operntor leading the audit (hercinaficr “lead audit company™) sholl issuc the audit report within nincty (90) days afier
; completion of the audit testing and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) month
s requirement (or taking specific detailed written ption as required in Scction 14.A (Adjustments) ubove. All claims shall be
. supporied with sufficicnt documentation.

: A timely filed writien exception or audit repon Ining written ptions (hereinafler “written ptions™) shall, with respect to
° the claims made therein, preclude the Operator from asserting o statute of limitations defense agninst such claims, end the Operator
0 hereby waives its right to assert any statute of limitations defense against such elaims for so long as any Non-Operator continues to
" camply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the Non-Operators (il to comply with
1 the addiional dendlines in Scetion 1.5.R or 1.5.C, the Operator’s waiver of its righis to nssert a statute of limitations defense agninst
" the claims brought by the Non-Operators shall lapse, ond such claims shall then be subject to the applicable statute of limitations,
" provided that such waiver shall not lapsc in the cvent that the Operator has failed to comply with the deadlines in Section 1.5.8 or
s 15.C.

:: B.  The Opcrator shall provide a writien response to all exceptions in an audit report within one hundred eighty (180) days afler Operator
s receives such repont. Denicd exceptions should be ace ied by a sub i p If the Operntor fails to provide substantive
N response to an exception within this one hundred cighty (180) day period, the Operator will owe interest on that exception or portion
2 thereof, if ultimately granted, from the date it received the audit repon. Interest shall be calculated using the mte sct forth in Seclion
2 1.3.B (Advances and Paymers by the Parties).
iz C.  The lend nudit company shall reply 10 the Opemtor’s response to an audit repont within ninety (90) days of receipt, and the Operator
2 shall reply to the Icad audit company’s follow-up resp within nincty (90) days of receipt: provided, however, each Non-Operator
» shall have the right 1o represent itself if it disagrees with the lead audit company”s position or belicves the lead audit company is not
2 adequately fulfilling its duties. Unless otherwise provided for in Section 1 5.E. if the Operator fails 10 provide substantive response
” 1o an exception within this nincty (90) day period, the Operator will owe interest on thm exception or portion thereof, if ultimately
2 granted, from the date it received the audit repont. Interest shall be calculated using the rate sct forth in Section 1.3.B (Advances and
2 Paymenis by the Parties).
;? D. If any Party fails to meet the deadlines in Scctions 1.5.B or 1.5.C or if any audit issucs arc outstanding fiflcen (15) months ofter
» Operator teceives the audit repart, the Operator or any Non-Operator p:lnmpulmg in the audil has the right 1o call a r:solmmn
» mecling, os set forth in this Section 1.5.0 or it may invoke the dispute resolution [ included in the Agr if applicabl
31 The meeting will require one month’s wrilten notice o the Operator and all Nan-Operators panicipating in |hc audit. The meeting
» shall be held a1 the Operator’s office or mumually agreed location, and shall be attended by representatives of the Parties with
% nuthority to resolve such outstanding issues. Any Party who fails to attend the resolution meeting shall be bound by any resolulion
5 reached at the mecting. The lead audit company will moke good faith effonis 1o i the resy and positions of the
8 Non-Operator particip hroughout the lution process. however, cach Non-Operator shall have the right to r:-pn:sem ||scll'
5 Auendm will make good faith efforts 10 rcsolvc outstanding issucs, and each Panty will be required to present sut
© upporting its position. A resoluti g may be held as often as agreed to by the Pantics. Issues untresolved o1 one meeting may
o be di d at sub ings until each such issue is resolved
:i If the Agr ins no dispute resoluti dures and the audit issues cannot be resolved by negotintion, the dispute shall
“ be submitted to mediation. In such cvent, prompily following one Party’s written request for mediation, the Pantics to the dispute
. shall choose o mutuaily acceptable mediator and share the costs of mediation services equally. The Ponies shall cach have present
% at the mediation at Icast one individual who has the authority to setle the dispute. The Parties shall make reasonable efforts 10
o ensure that the mediation commences within sixty (60) days of the date of the mediation request. Notwitk ling the above, nny
“ Party may file a lawsuit or complaint (1) if the Parties are unable afler reasonable effosts, 10 commence mediation within sixty (60)
5 days of the date of the medintion request, (2) for sintute of limitations reasons, or (3) to seek o preliminary injunction or ather
50 provisional judicial retief, if in its sole judgment a0 injunciion or other provisional relicf is necessary to avoid imeparable damage or
. to presenve the status quo. Despite such action, the Parties shall continue to try to resolve the dispute by mediation.

82 EJ,., LRrovisi Forfel Penalties)
3 I/’-fhe—%mn-@mmmm—ﬁ#—vo—nmf—dml«nlh o in-Section1:5.C: fveed dht-swerenot-odiressed-by-ha
5" {7) F? fosls L, '} . I.L Val Seval bt L 4 Ve y -
s Opernt t-une—fi-yoar-fe ng-receipt-of-re Y Wf-the-Operator decnted—to-have-been
s MIMHMMWMHIJWHIWMMWHMMM e3-imSection-t3di-ort3:Coany-tmresolved-exceptions—thot
. ere hiressad-by-the-Ope ihinone-fH)yearfollowing-receiprof theditrepori-orreceiptofie-tast-sub esponse
. Jl‘l 3 I\’ =diichever-is xxhall-be-ch - I N £ JA.I.:A' HOP 2eaedii Irerbi-dy le:
s withoutinieresi-to-theJoint-rleconns:
60
6l 6.  APPROVAL BY PARTIES
62
@ A.  GENERAL MATTERS
:: Where an approval or other agreement of the Parties ar Non-Oy is expressly required under other Scctions of this Accounting
o Procedure and if the Agreement to which this Accounting Procedure is atiached contains no contrary provisions in regard thereto, the
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Operator shall notify all Non-Opcrators of the Operator's proposal and the ogr or apy § of a majority in interest of the
Non-Operators shall be controlling on all Non-Operators.

This Section 1.6.A applics to specific situations of limited duration where a Party proposes to change the accounting for charges from

that prescribed in this Accounting Procedure. This pravision does not apply to d to this A ing Procedure, which are
covered by Scction 1.6.13.

AMENDMENTS

If the Agreement to which this A ing Procedure is hed ins no contraty provisions in regard thereto, this Accounting
Procedure con be amended by an affimative vote of Two {.ew2.....) 0r mare Partics, one of which is the Operator,

having o combincd working interest of at least Fifty percent (__80__%), which approvat shall be binding on all Partics,
provided, however, approval of at least one (1) Non-Operator shall be required.

AFFILIATES
For the purposc of udm-inistrring the voting procedures of Scctions 1.6,A and 1.6.B, if Panics to this Agreement are Alfiliates of cach

other, then such Afitiates shall be combined and treated as a single Party having the bined working interest or Panicipating
Interest of such Affilintes.

Fot the purposes of administering the voling procedures in Section 1.6.A, if 8 Non-Operator is an Afliliate of the Operator, votes
under Section 1.6.A shall require the majority in interest of the Non-Operator(s) ofler excluding the interest of the Operator's
Affiliate.

1. DIRECT CIHARGES

The Operator shall charge the Joint Account with the following items:

1. RENTALS AND ROYALTIES

Lease rentals and royaltics paid by the Operater, an behalf of all Panies, for the Joint Operations.

2. LABOR

A

Salaries and wages, i g incentive compensation programs as set fonh in COPAS MFI-37 (“Chargeability of Incentive

Compensation Programs™), for:

(1) Opemtor's ficld employces direetly employed On-site in the canduct of Joint Opetions,

(2) Operator’s cmployees directly employed on Shore Basc Facilities, Offshore Facilitics, or other facilities serving the Joint
Prapenty if such costs are not charged under Section 1.6 (Equipmems and Facilities Furnished by Operator) or ore not a
function covered under Section Ul (Overhead),

{3) Operator's emplayees providing First Level Supervision,

(4) Operalor’s employees providing On-site Technical Scrvices Tor the Joint Property i such charges are excluded from the
overhead rates in Section [ (Overhead),

(5) Opertor’s employces providing Off-sile Technical Services for the Joint Praperty if such charges are excluded from the
overhead rotes in Section 118 (Overhead).

Charges for the Opemtor's employees identified in Section 112.A may be made based on the employec's actual salarics and wages,
or in licu thereof, a day rate representing the Operator’s average salaries and wages of the employee’s specific job category.

Charges for personnel chargeable under this Section 11.2.A who are foreign nationals shall not exceed comparable compensation paid

to an cquivalent U.S. employce | to this Section 112, unless otherwise approved by the Parties pursuant to Section
1.6.A (Gencral Matters).

B. Openator's cost of holiday, vacation, sickness, and disability benefits, and other y all paid to employces whose
salaries and wages are chargeable to the Joint Account under Section I1.2.A, excluding scvemnce payments or other terminatim
allowances. Such costs under this Section 11.2.B inay be charged on a “when and os-paid basis™ or by “percentage pssessment™ on the
amount of salarics and wages chargeable to the Joint Account under Section 1L.2.A. If percentage assessment is used, the mic shall
be based on the Operator’s cost experience.

C. Expendil ar ibuti made | to imposed by g § authority thai are applicable to costs
chargeable to the Joint Account under Sections H.2.A and B.

COPYRIGHT © 2005 by Council of Petro} A Socicties, Inc. (COPAS)
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D.  Personal Expenses of personnel whose salerics and wages are chargeable to the Joimt Account under Section 11.2.A when the

are din ion with directly ch activities,

W

E R ble relocation costs i d in ing to the Joint I'mpcrly personnel whose solarics and wages are chargeable to the
Joint Account under Section 11.2.A. Notwitl ing the fe 8. sclocation costs that result from n:mgmlmum ar merger of o
Party, or that arc for the primary benefit of the Operator, shnll not be chargeable to the Joint A E y rel
costs, such as those incurred as o result of ransfers from remate locations, such as Alaskn or overseas, shall not be charged to the
Joint Account unless approved by the Parties pursuant to Section 16.A (General Mattery),

F.  Training costs as specified in COPAS MF1-35 (“Charging of Training Costs to the Joint Account™) for personne! whose salaries and
wages are chargeable under Section 11.2.A. This trining charge shall include the wages, salaries, 1mining course cost, and Personal

Expenses incurred during the training scssion. The Lmining cost shall be charged of all { to the property or ics directly
benefiting from the training. The cost of the training course shall not exceed prevailing commercial rates, where such rates are
available.

G. Operalor's current cost of established plans for employee benefits, as described in COPAS MFI-27 (“Employee Benefits Chargeabl
to Joint Operations and Subject to P ge Limitation™), applicoble to the Operator’s labor costs chargeable 1o the Joint Account
under Sections 11.2.A and B based on the Operalor's actunl cost not to exceed the empl yee benefits limitation [ ge most
recently recommended by COPAS.

H.  Award pay to employees, in with COPAS MFI-49 (“Awards 1o Employecs and C ") for 1 whose
salaries and wages are chargeable under Section 11.2.A.

3. MATERIAL

Matenial hased or fumished by the Opcerator for use on the Joint 'rapenty in the conduct of Joim Operations as provided under Section

v (Malmnl Purchases, Transfers. amd Dispositions). Only such Materind shall be purchased for or 1ransferred to the Joim Property as

may be required for immediate use or is bly practical and consi with efficient and cconomical operations. The accumulation

of surplus stocks shall be avoided.
4. TRANSPORTATION

A.  Transponation of the Operator’s, Operatar's Affiliate’s, or 'S | 1 y for Joint Op

B.  Teansy ion of Material b the Joim Property and another property, or from the Operator®s warchouse or other storage poini
1o the Joint Property, shall be charged to the receiving property using one of the methods listed below. Transportation of Material
from the Joint Property to the Opemtor's warehouse or other stomge point shall be paid for by the Joint Propeny using one of the
methods listed below:

() i the octuad trueking charge is less than or equal to the Excluded Amount the Operator may charge actual trucking cost or a
theoretical charge from the Railway Receiving Point to the Joint Propenty. The basis for the theoretical charge is the per
hundred weight charge plus fuc) su.rth:ugcs from the Railway Receiving Point (o the Joimt Property. The Operator shall

ly apply the selected ot

{2) If the aetual trucking chatge is greater than the Excluded Amount, the Operator shall charge Equalized Freight. A al
charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permit fees shall be charged
directly to the Joint Property and shatl not be included when calculating the Equalized Freight.

& SERVICES

The cost of contmet services, cquipment, and utilities used in the conduct of Joint Operations, except for services, equif and

utilities covered by Scction 11§ (Overhead), or Section 1.7 (Affilintes), o1 excluded under Scction 1.9 (Legal Expense). Awards paid to

shall be chargeable 10 COPAS MFi-49 (“Awards to Employces and Contractors™).

The costs of third party Technical Services are chargeable 1o the extent excluded from the overhead rates under Section 0 (Overhead).

6.  EQUIPMENT AND FACILITIES FURNISIHED BY OPERATOR

In the ab of a sef ly negotiated agr Quif and fcilities furnished by the Operator witl be charged as follows:

A, The Operator shall charge the Joint Account for use of Operator-owned equipment and fucilitics, including but not limited to
production facilities. Shore Basc Facilities, Offshore Facilities, and Ficld Offices, at rates commensurnte with the costs of ownership
and operation. The cost of Ficld Offices shall be chargeable to the extent the Ficld Offices provide direct service (o personnet who
are chargeable pursuant to Scction 12 A (Labor). Such mites may include labor, maintcnance, repairs, other operating expense,
insumnce, taxes, depreciation using straight line depreciation method, and interest an gross i less fated depreciati
not to exceed Twelve pescent (. 12___ %) per annum; provided, however, depreciation shall not be charged when the
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cquipment and focilities investmeni have been fully depreciated. The rate moy include an clement of the cstimated cost for
ahandonment, reclamation, and dismantlement. Such rates shall not exceed the g ial rates ly prevailing in the
immediate area of the Joint Property.

B.  ln licu of charges in Section 11.6.A above, the Operntor may elect to use overage commercial rates prevailing in the immediate arca
of the Joint Property, less twenty percent (20%). If equipment and facilitics are charged under this Scetion 1168, the Operator shall
adequately document and support commercinl rates and shall periodically review and update the e and the supporting
d ion. For ive equif the Opemtar may eleet to use rates published by the Petrol Motor Ti

Association (PMTA) or such other organization recognized by COPAS as the official source of rates.

AFFILIATES

A, Charges for an Affiliatc’s goods and/or services used in eperations requiring an AFE or other authorization from the Non-Operntors
may be made without the approval of the Parties provided (i) the Affiliate is identified and the Afiliate goods and services ore
specifically detailed in the approved AFE or other authorization, and (ii) the total costs for such Affiliate’s goods and services billed
to such individual project do not exceed $_2500000 _______ If the total costs for an Affiliate’s goods and services charged to such
individun! project are not specifically detailed in the approved AFE or autharization or cxceed such amount, charges for such
AfTiliate shall require approval of the Parties, pursuant to Section 1.6.A (General Matiers).

B. For an AfTiliate’s goods and/or scrvices used in operations nol requiring an AFE or other authorization from the Non-Operntors,
charges for such Affiliate’s goods and services shall require approval of the Poniics, pursuant to Section 1.6.A (General Matters), if the
charges exceed S__50.00000 _____ in a given calendar year,

C.  The cost of the Affiliate’s goods or services shall not cxeced avernge commercizl mtes prevailing in the arca of the Joint Property,
unless the Operntor obiins the Non-Operators® approval of such mies. The Operutor shall adequately document and support
commercial rates and shall periodically review and update the rate and the supporting documentation; provided, however,
ol ion of iol rates shall not be required if the Operator ablains Non-Operator approvat of its Affiliate’s mtes or
charges prior to billing Non-Operntors for such Affiliatc’s goods and services. Notwithsianding the foregoing, direct charges for
AfTiliate-owned communication facilities or systems shall be made pursuant to Scetion 11.12 (Communications).

If the Panies fail to designate an amount in Scctions 11.7.A or 11.2.B, in each i the amount d d adopted by the Pantics as a
resull of such omission shall be the amount established as the Operater’s cxpenditure limilation in the Agr If the Agr

does not contnin an Operntor’s expenditure limitation, the omount deemed adopted by the Parties as o resull of such omission shall be
zero dollars ($ 0.00).

DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessary for the repair or replacement of Joint Property resulling from damages or losses incurred, except to the
extent such domages or losses resull from a Pany's or Parties’ gross neglig or willful mi: duct, in which case such Party or Parties
shall be solely liable.

The Operator shall fumish the Non-Opertor writien notice of damages or losses i d as soon as practicable after a report has been
received by the Operator.

LEGAL EXPENSE

Recording fees and costs of handling, seuling, or othcrwise discharging hitigntion, cloims, and licns incurred in or resulting from

7 under the Agr or y o protect or recover the Joint Propenty, 1o the exient itted under the A Coslis
of the Operator's or Affiliate’s legal siaff or outside attorneys, including fees and are not chargeable unless approved by the
Panties pursuant to Section 1.6.A (General Matters) or othenwise provided for in the Agreement,

Notwithstanding the forcgoing paragrph, costs for f ing ob fees paid 10 owtside attomeys for tille examinations (including
preliminary, supplemental, shul-in royalty opinions, division order title opinions), and cumtive work shall he chargeable to the extent
permitted as a direct charge in the Agreement,

TAXES AND PERMITS

All 1axes and permitting fecs of every kind and nature, assessed or levied upon or in connection with the Joint Property, or the production
therefrom, and which have been paid by the Operator for the benefit of the Parties, including penalties and intercst, except to the extent the
penaltics and inlerest result from the Operator’s gross neglig or willful |

if ad valorem taxes paid by the Opcrator arc based in whole or in part upon separate valuations of cach Pany's working interest. then
notwithstanding any contrary provisions, the charges to the Parties will be mede in sccordance with the tax value gencrated by cach Party’s
working interest.
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) Costs of tax consuliants or advisors, the Opemtor’s cmployecs, or Operator's Afitiate cmployees in matters ganding ad valorem or other
) fax matters, arc not permitted as direct charges unless approved by the Pasties pursuant to Section 1.6.A (General Matters).
3
. Charges to the Joint Accouni resulting from sales/use tax audits, including polated and penaltics and interest, are permitted,
s provided the Non-Opcrator shall be allowed to revicw the invoices and other underlying source documents which served as the basis for
A tax charges and 1o determine that the correct amount of taxes were charged to the Joint Account. If the Non-Opemtor is not permitted to
, review such documentation, the sales/use tax amount shall not be directly charged unless the Operator can conclusively document the
s amount owed by the Joint Account.
9
0 11. INSURANCE
n
12 Net premi paid for i quired to be carried for Joim Operations for the protection of the Partics. If Joint Operations are
1 conducted ot locations where the Operator acts as selfinsurer in regard 10 its worker's compensation and employer’s linbility insurance
" obligation, the Operator shall charge the Joint Account manual mtes for the risk d in its selfd program as regulated by the
s jurisdiction goveming the Joint Property. In the case of offshore operations in federal waters, the manual rtes of the adjacent state shall be
6 used for personnel performing work On-site, and such rates shall be adjusted for offshore operations by the U.S. Longshoreman and
W Harbor Workers (USL&H) or Jones Act surcharge, as appropriate.
1]
1 12.  COMMUNICATIONS
0 - - , . ‘s N _— . .
2 Costs of acquiring, leasing. installing, of 8. Ty g. and '3 facilitics or sy luding satetlite, sadio
;2 and microwave facilitics, between the Joint Property and the Openator's office(s) directly responsible for ficld operations in d
” with the provisions of COPAS MFI-44 (“Field Comy and C ication Sy ™). If the ications fucilities or systems
2; serving the Joint Property are Operator-owned, charges to the Joint Account shall be made as provided in Scetion 1.6 (Equipment and
2 Facilities Furnished by Op ). If the ication facilities or systems serving the Joint Property orc owned by the Operator's
2 Affiliate, charges to the Joint Account shall not exceed average commercial mtes prevailing in the area of the Joint Propenty. The Operator
:1 shall adequately documemt and support commercial rates and shall perindically review and update the rate and the supponing
N documentation,
28
2
0 13. ECOLOGICAL, ENVIRONMENTAL, AND SAFETY
3t
2 Costs incurred for Technicat Services and drafting to camply with ecological, environmental and safety Laws or standards recommended by
» Occupational Safety and tlealth Administration (OSHA) or other regulatory outhoritics. All other labor and functions incurred for
3 ecologicol, environmental and safety matiers, including management, administration, and permitting, shall be covered by Scctions 11.2
1 (Labor), IL5 (Services), or Section [1) (Overhcad). as applicable.
26
3 Costs to provide or have available pollution continment and removal equipment plus actual costs of control and eleanup and rsulting
- responsibilities of oil and other spills as well as discharges from permiticd outfblls as required by applicable Laws, or other poliution
I containment and removal equipment deemed nppropriate by the Operator for prudent operations, are directly chargeable.
40
a 14.  ABANDONMENT AND RECLAMATION
42
5 Costs i  for aband and reel ion of the Joint Property, including costs requited by lease agr or by Laws.
“
s 15, OTHER EXPENDITURES
:: Any other expendilure not covered or dealt with in the foregoing provisions of this Section Il (Direct Charges), or in Section Il
® (Overhead) and which is of dircet benefit to the Joint Property and is incurred by the Operator in the necessary and proper conduct of the
© Joint Operations. Charges made under this Section 11.15 shall require approval of the P'anties, pursuant to Scction 1.6.A ( General Matrers).
50
L] S
° 1. OVERHKEAD
:i As compensation for costs not specifically identificd as chargeable 1o the Joint Account pursuant to Section 1l (Direct Charges), the Operator
s shall charge the Joint Account in accordance with this Section 1.
:: Functions included in the head rates regardless of whether performed by the Operator, Operator’s Affilistes or third partics and regardless
" of location, shall include, but not be timited to, costs and expenses of:
9 .
:o « warchousing, other than for warchouses that are jointly owned under this Agreement
' + design ond drafting (except when allowed as  direct charge under Sections 1113, 111.1.A(ii), and 111.2, Option I3)
[ . .
o + jnventory costs not chargeable under Section V (Inventories of Controllable Material)
6: ¢ procurement
t.: + gdministration
+ accounting and auditing
o . tispatchi d gas chant i
“ gas disy g and ga: B
COPYRIGHT © 2005 by Council of Petroleum Accountants Societics, tnc. (COPAS)
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* human resources ~

management

supervision not direetly charged under Section 11.2 (Labor)

legal scrvices not directly chargeable under Scction 119 (Legal Expense)

taxation, other than those costs identificd us dircctly chargeable under Section 1110 ( Taxes and Permits)

preparation and monitoring of permits and cetifications; preparing regulatory reports: apy before or ings with
govemmental agencies or other auth having jurisdiction over the Joint Property, other than On-site inspections: reviewing,
interpreting. or submitti on or lobbying with respect 10 Laws or proposed Laws.

s

Overhead charges shall include the salaties or wages plus applicable payroll burdens, benefits, and Personal Ex; of f 1 perf
overhead functions, as well as office and other related expenses of overhead functions,

1. OVERNEAD—DRILLING AND PRODUCING OPERATIONS

As ion for costs i d but nat chargeable under Section i (Direct Charges) ond not covered by other provisions of this

Section [lI, the Operator shall charge on either:

(Alternative 1) Fixed Rate Basis, Section l11.1.B.
D (Alternative 2) Percentge Bosis. Section 111.1.C.

A.  TECHNICAL SERVICES

(i)  Except as othenwisc provided in Section 11 13 (Ecological Environmental, and Safery) and Scction 111.2 (Overhead - Major
Consiruction and Catastrophe), or by approval of the Pastics pursuant to Section 1.6.A (General Maiters), the salasies, wages,
related payroll burdens and benefits, and Personal Exg for On-site Technical Services, including third panty Technical
Scrvices:

{Alternative 1 - Direct) shafl be charged divect to the Joint Account,
D (Alernotive 2 - Overhend) shall be covered by the oyerhead mtes.

(i) Except as othenwise provided in Section 1113 (Ecological, Environmental. and Safety) and Section WI.2 (Overhead — Major
Construction and Catasirophe). or by approval of the Parties pursuant to Section 1.6.A (General Matiers), the salarics, wages,

telated payroll burdens and benefits, and Personal Expenses for Off-site Technical Services, including thind party Technical
Services:

0 (Alterative 1 = All Overhead) shall be covered by the gverhend mtes.
B (Alterantive 2 — AD Direct) shall be chorged glirest to the Joim Account.

O (Alternative 3 - Drilling Direct) shall be charged dirgct o the Joint Accoum. 9_1[! to the extent such Technical Services

- L 1, ' Vot

are directly attributable to drilling, redrilling. deepening, or g gl I porary
band or aband if o dr} hole. Offsite Technical Services fm all ather operati includi rk x
leti band; of producing wells, and the construction or expansion of fixed assets not co\en.-d by Section

1.2 (0\ erhead - Major Construction and Catastrophe) shall be covered by the overhead rates.

Notwithstanding anything to the contrary in this Section 1ll, Technical Sﬂ'VII:cS provided by Operator's Afliliates are subjeet to limitations
set forth in Scction 1.7 (Affiliates). Charges for Technical p } per hnical wark shall not be governed by this Section
TIL1.A, but instead governed by other provisions of this Accounting Procedure n-lnung to the type of work being performed.

B. OVERHEAD—FIXED RATE BASIS
(1) The Opcrator sha!l charge the Joint Account at the following rates pev well per month:
Drilling Well Rate per month $__7,0080.00 ______ (prorated for less than a full month)
Producing Well Rote permonth S _____700,00
(2) Application of Overhead—Drilling Well Rate shatl be as follows:
(a) Charges for onshore drilling wells shall begin on the spud date and terminate on the date the drilling and/or completion
cquipment used on the well is released, whichever occurs later. Charges for offshore and inland waters drilling wells shall
hcgm on the date the drilling or completion equipment nrrives on location and temminate on the date the drilling or completion

quip moves ofT location, or is rel !, whichever accurs first. No charge shall be made during suspension of drilling
and/or completion operations for fifteen (15) or more consecutive calendar days.

COPYRIGHT © 2005 by Council of Petrolcum A Socictics, Inc. (COPAS)
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{b) Charges for any well undergoing any type of worl L Iction, and/or aband fot a period of five (5) or more
consceutive work-days shall be made at the Drilling Well Rnxe Such charges shall be applied for the period from date
operations, with rig or other units used in operations, commence through date of rig or other unit relcase, except that no charges
shall be made during suspension of operations for fifleen (15) or mare consecutive calendar days.

(3) Application of Overhead—I'roducing Well Rate shall be as follows:

{n) _An active well that is produced. injected into for recovery or disposal, or used to obtain water supply to support operations for
any portion of the month shall be considered as a onc-well charge for the entire month.

(b) Each active completion in o multi-completed well shall be considered as a one-well charge provided cach completion is
considered o well by the g ing cegulatory authority.

{c) A one-well charge shall be made for the month in which plugging ond aband, ions are pleted on any well,
unless the Drilling Well Rate applies, as provided in Sections 111.1.B.(2)Xo) or {b). This om.--well charge shall he made whether
ot not the well has produted.

(d)  Anactive gas well shut in becatse of overproduction or faiture of a p or ¥ to take production shall
be considered as a one-well charge provided the gas well is directly connected 10 a permancnt sales outlet.

(¢)  Any well not mecting the criteria set forth in Sections 111.1.B.(3) (0), (b), (c). or (d) shall not qualify for o producing overhead
charge.

(4) The well mtes shall be adjusied on the first day of April each year following the cffective date of the Agreement; provided,
however, if this A ing Procedure is hed to or otherwise g ing the payot ing under 2 farmout agrecment, the
rates shall be edjusted on the first day of April each year following the effective date of such formout agreement. The adjustment
shall be computed by applying the adjustment factor most recently published by COPAS. ‘The adjusted rates shall be the initial or
amended rates agroed to by the Panties increased or decreased by the adjustment factor described herein, for cach year from he

effective date of such rates, in accordance with COPAS MEL47 (“Adjustment of Overhead Rotes™).

C-—OVERNREAD—PERCENTAGEBASIS

1 —Gne: hadhch: he-Joinl-A Hatthe-followil t
H—0y 5| ge-the-d -t g-fales:
{a'—Devel Rat 1 3ot 1-of-devel fihe-JointPr fusive-ofeost
ta} ¥ e f opertyrel M

me#ﬁmlmmmﬂw«m&

{h) L) H Rak 1.4, ﬂ'\ fnlu. 1. b H 1ha<loint-Ds 1 L
¢ [ g-Rate Percent-4 -of-op g-the-Joint-Rropery: Feost
cha . Rovlties 3 Matesiol—cal
f under—S HA—{Renals—and J-end-{L0-thepal-Kipense)—al} salvage ...Jltn‘—lln—volm
PR tancad_fr 0 1 1. Lecd-vnl " 4 e 4 shat
of P for tecovery-all-propery-and-nd taxes—and-eny-otheriaxes-and that
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arede f f e-mineralinterestin-end-o-the-Joint-Property:
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FPAY n {7 Rat: hollha (e Y ()1 TP . ithe
(@ —The-Develoy shall-be-applied-to-all-eosts-in ith:

H—dnlhng—lednlh idetrocking-or-deepening-of-o-well

132 ennel (R 2. : o b b liveds R WA}
i} going plugl f f {$3-or-more-conseculive y
. . . L
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(b)—The-Oy g-Rate-shati-be-nppliedHo-all-other-cosis-in wilh-Joint-Of excepi-those-subjeci-to-Section-H:2
P7aY 1y Ao Lrioondes ¥ e haal
(Overin af SIFHOLF = e

OVERNEAD—MAJOR CONSTRUCTION AND CATASTROMIE

To compensate the Operator for costs i d in ion with a Major C ion project or Ci phe, the Opemtor
shatl either negotiate a mitc prior to the beginning of the project, or mll charge the Joint Accouni for avethead based on the following
rates for any Major Construction project in excess of the Opertor's expenditure limit under the Agreement, or for any Catastrophe

regardiess of the amawml. if the Agreement to which this A ing Procedure is hed docs not conain an expenditure timit, Major
C ion Overhead shall be d for any single Major Construction project costing in excess of $100,000 gross.
COPYRIGHT © 2005 by Council of | | A Socicties, Inc. (COPAS)

10




COPAS 2005 Accounting Procedure
Recommended by COPAS, inc.

copas

- I R O

sgazes

Major Construction shall mean the construction and installation of fixed assets, the expansian of fixed assets, and any other project clearly

discemible as a fixed nssct required for the develoy and aperation of the Joimt Property, or in the dismantiement, abandonment,
). and ion of platfi producti Juiy and ather operating facilities.
Catastrophe is defined as a sudden colamil event bringing damage, loss, or d ion to property o the environment, such as an oil

spill, blowout, explasion, firc, storm, hurricanc, or other disaster, The overhead mte shall be applied to those costs necessary (o restore the
Joint Property to the equivalent condition that existed prior to the evem.

A. Ifthe Opemtor absorbs the engincering. design and dmfting costs related to the project:

(1)) s % of total costs if such costs are less than $100,000; plus

() ___3 ___ Yoftowl costs in excess of $100,000 but less than §1,000,000: plus

(3) __2 __ _Y%oftowl cosis in excess of $1,000,000,
B,  Ifthe Operator charges engincering, design and dmiling costs related to the project direcily to the Joint Account:

() 5 ____%oftotnl cosls if such costs are less than $100,000; plus

() __3____ %ofow) costs in excess of $100.000 but less than $1,000,000; plus

(3) 2 %oftotnl costs in excess of $1,000,000.
Tolal cost shall mean the gross cost of any one projeci. For the purpose of this paragraph, the component pans of a single Mijor
Construction project shall not be treated scparately, and the cost of drilling and workover wells and purchasing and installing pumping

units and downhole artificial 1if) equip shall be excluded. For Ci hes, the mtes shall be applied to afl costs associated with each
single occurrence or event,

On cach project, the Operator shall advise the Non-Operator(s) in advance which of the above options shall apply.

4,

For the purp of calculaling Ci phe Overhend, the cost of drilling retief wells, substitute wells, or ing other well of
direetly resulting from the catastrophic even shall be included. Expenditures to which these rates apply shall not be reduced by salvage or
i ics. Expendi that qualify for Major Ce ion or C: phe Overhead shall not qualify for overhead under any

other overhead provisions.

In the event of any conflict between the provisions of this Section 1112 and the provisions of Scctions 11.2 (Labor), IL5 (Services), or 1.7
(Affiliates), the provisions of this Section 1112 shall govem.

3. AMENDMENT OF OVERUEAD RATES
The overhead rates provided for in this Section 11l may be amended from time to time if, in practice, the mtes are found 10 be insufficient
or exeessive, in nccordance with the provisions of Section 1.6.B (Anendments).
IV. MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS
‘The Operator is responsible for Joint A Material and shatl make proper and timely charges and credits for direct purchascs, transfers, and

dispositions. The Operator shall provide all Material for use in the conduet of Joint Operatinns; however, Material may be supplied by the Non-
Opcrators, a1 the Opcrotor's option. Materind fumnished by any Party shali be fumished without any express or implicd warranties as to quality,
fitness for use, or any other matter.

DIRECT PURCIIASES

Direct purchases shall be charged to the Joint Account ot the price paid by the Operator after deduction of oll di ived. The
Opemtor shall make good faith efforts to take di offered by suppliers, but shall not be linble for failure to take discounts except to
the cxtent such failure was the result of the Operator’s gross neglige or willful misconduct. A direct purchase shall be d d to occur

when an agreement is made between an Operator and a third panty for the sequisition of Matcrial for a specific well site or location,
Materinl provided by the Operator under “vendor stocking programs,” where the initial use is for a Joint Propenty and title of the Material
does not pass from the monufacturer, distributor, or agent umil usage, is idered o direct purchase. If Material is found 10 be defective
or is retumed to the manufacturer, distributor, or agent for any other reason, credit shall be passed to the Joint Account within sixty (60)
days nfter the Operator has received adjustment from the manufacturer, distributor, or agent.

COPYRIGHT © 2005 by Countil of Petroleum A Socictics, Inc, (COPAS)
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TRANSFERS

A transfer is determined to occur when the Operator (i) fumishes Materia! from o storage facility or from another operated property., (i) has
assumed liability for the storage costs and changes in value, and (iii) has previously secured and held title to the tronsfemed Materinl,
Similarly. the emoval of Material from the Joint Property to o stomge facility or to another op d property is nlso idered o transfer;

provided, however, Material that is moved from the Joint Property to o stornge location for safe-keeping pending disposition may remain

charged to the Joint Accoum and is not consxdm‘d o transfer, Materin! shall be disposed of in accordance with ﬁtcmm V.Y (Disposition of
Surplis) and the Agreement o which this A g Procedure is attached

A PRICING

The value of Material transferred to/from the Joint Property should generally refloct the market value on the datc of physical trensfer,
Regardless of the pricing methad used, the Operator shall make available to the Non-Oy suflicient d ion to verify the
Materint valuation. When higher than specification grode o size tubulars are used in the conduct of Joim Operatinns, the Operator
shall charge the Joint Account at the oquivalent price for well design specification tubulars, unless such higher specification grade or
sized tubulars are approved by the Parties pursuant to Section 1.6.A (General Matters). Transfers of new Materinl will be priced
usmg one of the following pricing mclhods provided, howcever, the Operator shall use i pricing methods, and not al

hods for the purpasc of ch g the method most favorable to the Operator for a specific transfer:

(1) Using published prices in effect on date of movement as adjusted by the appropriate COPAS Histarical Price Multiplies (HPM)
or priccs provided by the COPAS Computerized Equipment Pricing System (CEPS).

(a) For oi} country tubulars and line pipe, the published price shall be based upon castemn mill casload base prices (Houston,
Texas, for special end) adjusted as of date of movement, plus transportation cost as defined in Section IV.2.B ( Freighy).

(b) For other Material, the published price shall be the published list price in effect at date of movement, as listed by a Supply
Store nearest the Joint Propenty where like Material is {ly available. or point of plus portation
costs as defined in Section IV.2.B (Freighs).

(2) Based on a price quotntion ffom a vendor that reflects a current realistic acquisition cost.

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

(4) As agreed 10 by the Panticipming Panics for Materinl being tunsferred to the Joint Property, and by the Panties owning the
Material for Material being transferred from the Joint Property.

B. FREIGHT

Tronsponation costs shall be added to the Material transfer price using the method prescribed by the COPAS Computcrized
quipment Pricing System (CEPS). If not using CEPS, transportation costs shall be calculated as follows:

(1) Transponation costs for oil country tubulars and line pipe shall be catculnted using the distance from eastern mill to the
Railway Receiving Point hased on the earload weight basis as reccommended by the COPAS MFI-38 (“Material Pricing
Manual™) and other COPAS MFls in cffect ot the time of the transfer,

(2) Transportation costs for special mill items shall be calculoted from that mill's shipping point to the Railway Receiving Point
For transportation cests from other than castern mills, the 30,000-pound interstate truck rate shall be used. Transporiation costs
for macaroni tubing shall be calculated hased on the intersiate truck rate per weight of tubing transferred to the Railway
Receiving Point.

(3) Transportation costs for special end tubular goods shall be ealculated using the interstate truck rate from Houston, Texas, 1o the
Railway Receiving Point.

(4) Transponation costs for Material other than that described in Sections 1V.2.B.(1) through (3). shall be caleulated from the
Supply Store ar point of manufacture, whichever is appropriate, to the Railway Receiving Point

Repardiess of whether using CEPS or Iy caleulati T ion cosls, 7 ion costs from the Railway Receiving Poim
10 the Joint Property are in addition to the foregoing. and may be charged to the Joint Accourt based on actual costs incurred. All
transponation cosis are subject 1o Equalized Freight as provided in Section 1.4 ( Transportation) of this Accounting Procedure.

C. TAXES
Sales and usc taxes shall be added to the Maierial transfer price using cither the method contained in the COPAS Computerized

Eiquipment Pricing System (CEPS) ar the applicable tax rate in cffect for the Joint Property at the time and place of transfer. In either
casc, the Joint Account shall be charged or credited ot the rate that would have governed had the Materinl been o direct purchase.

COPYRIGHT © 2005 by Council of Petro) A Sacietics, Inc. (COPAS)
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D. CONDITION

[£})

3)

(3)

(5)

Condition “A™ — New and unused Materin) in sound and serviccable condition shall be charged at ane hundred percent (100%)
of the price as determined in Sections IV.2.A (Pricing), IV.2.B (Freight). and IV.2.C (Taxes). Material transferred from the
Joint Property that wos not placed in service shall be credited as charged without gain or loss; provided, however, any unused
Material that was charged 1o the Joint Account through a direct purchase will be credited to the Joint Account at the original
cost paid less sestocking fees charged by the vendor. New and unused Material transferred from the Joint Property may be
credited at a price other than the price originally charged to the Joim Account provided such price is approved by the Panties
owning such Material, pursunnt to Section 1.6.A {General Manters). All refurbishing costs ired or Y 10 retum the
Material 1o original condition or to correct handling, , ion, or other damages wall be homc by the divesting propenty.

The Joint Accounl is responsible for Material preparation, handling, and transportation costs for new and tnused Material
charged to the Joint Property cither through a direct purchase or transfer. Any prepamtion costs i d, inctuding any internal
ot | coating and wrapping, will be credited on new Material provided these services were not repeated for such Material
for the receiving property.

Condition “B” - Used Material in sound and serviceable condition and suitable for reuse without reconditioning shal) be priced
by multiplying the price determined in Sections IV.2.A (Pricing), IV.2.D (Freight), and IV.2.C (Tuxes) by seventy-five percent
(75%).

Except as provided in Section IV.2.D(3). all recanditioning costs required to retum the Material to Condition “B* or to correct
handling, ion or other d: will be bome by the divesting property.

If the Material was originally ch d to the Joint Account as used Materisl and placed in service for the Joinl Property, the

Material will be crtdnrd ai the price determined in Sections IV.2.A (Pricing). IV.2.1) (Freight), and IV.2.C (Taxes) multiplied
by sixty-five pereemt (65%).

Unless atherwise agreed to by the Parties that paid for such Material, used Materia) ferred from the Joint Property that was
not placed in service on the property shall be eredited as charged without gain o loss.

Condition “C™ - Matcrial that is not in sound and scrviccabl dition and not suitable for its original function until after
reconditioning shall be priced by multiplying the price d ined in Sections IV.2.A (Pricing), IV.2.B (Freigh), and IV.2.C
(Taxes) by fifty percen (50%).

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

Condition “D" - Muierial that (i} is no longer suitable for its original purpose but uscable for some other purpase, (ii) is
obsolete, or (iii) docs not mect original specifications but still has value and can be used in other applications as a substitute for
items with different specifications, is considered Condition “D" Material. Casing. tubing, or drill pipe used as line pipe shall be
priced as Grade A and B scamless line pipe of comparable size and weight. Uscd casing, tubing, or drill pipe utilized as line
pipe shall be priced a1 used tine pipe prices. Casing. tubing. or drill pipe used as higher pressure scrvice lines than standard line
pipe. ¢.g.. power oil lines, shall be priced under nommal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods
shall be priced on a non-upset basis, For other items, the price used should result in the Joim Account being charged or eredited
with the value of the service rendered or use of the Material, or as agreed to by the Panties pursuant to Section 16.A (General
Matters).

Condition “E™ = Junk shall be priced at prevailing serap volue prices.

E. OTHER PRICING PROVISIONS

(1) Prepamtion Costs
Subject to Section Il (Direct Charges) and Section 1l (Overhead) of this A ing Procedure, costs i d by the Operator
in making Materinl serviceable including inspection, third panty surveillance services, and other similar services will be charged
to the Joint Account at prices which reflect the Operator’s actual costs of the services. Docummmion must be provided to the
Non-Operators upon request 10 support the cost of serviee. New coating and/or wrapping shall be idered a of
the Materinls and priced in accordance with Sections IV.) (Direct Purchases) or IV LA ( Pm'mg) as applicable. No clnrges or
credits shall be made for used coating or wrapping. Charges and credits for inspections shall be made in accordance with
COPAS MFI-38 (*Material Pricing Manual™),

{2) Loading and Unloading Costs
Loading and unlaading costs refated to the movement of the Material to the Joint Property shall be charged in accordance with
the methods specified in COPAS MFI-38 (Material Pricing Manual™).
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3. DISPOSITION OF SURPLUS

Surplus Material is that Material, whether new or used, that is no longer required for Joint Operations. The Operator may purchase, but
shall be under no obligation to purchase, the interest of the Non.Operators in sumplus Material

Dispositions for the p of this procedure are idered to be the relinquish: of title of the Material from the Jaint Property to
cither o third party, a Non-Opernter, or to the Operator. To avoid the lation of surplus Matcrial, the Operator should make good
fuith efforts to dispose of surplus within twelve {12) months through buy/sale agreements, trade, sale to a third party, division in kind, or

ather dispositions as agroed to by the Partics.

Disposal of surplus Materials shall be made in accordance with the terms of the Agreement 1o which this Accounting Procedure is
hed. Il the Ag ins no provisions gaverning disposal of surplus Motenal, the following terms shall apply:

*  The Operator may, through a sale to an unrelated third party or entity, dispose of surplus Materiol having o gross sale value that
is less thon or cqual to the Operator’s cxpenditure limit as sct forth in the Agreement to which this Accounting Procedure is
attached without the prior approval of the Parties owning such Material, ’

i

¢ If the gross sale value e the Agr diture limit, the disposal must be agreed to by the Panics owning such

Material.

+  Opcerator may purchase surplus Condition “A” or “B™ Material without approval of the Partics owning such Material, based on
the pricing methods set forth in Section IV.2 { Transfers).

*  Opemator may purchase Coadition “C™ Materiat withowt prior approval of the Panics owning such Material if the value of the
Materials, based on the pricing methods set fonth in Section V.2 ( Trangfers). is less than or equal 10 the Operator™s expenditure
limitation se1 forth in the Agreement. The Operator shall provide documeniation supporting the classification of the Materin! as
Condition C.

+  Opemtor may dispose of Condition “D™ or “E" Material under ch Hy utilized by Operator withoul prior approval
of the Partics owning such Material

4. SPECIAL PRICING PROVISIONS

A, PREMIUM PRICING

Whenever Materinl is available only at inflated prices duc to strikes, g imposed foreign trode
restrictions, or ather unusual causes over which the Operatar has no control, for direct purchase the Operator may charge the Joim
A 1 for the required Material at the Operator's actual cost incurred in providing such Maicrial, making it suitable for use, and
moving it to the Jaint Property. Material ferred or disposed of during premium pricing situations shall be valued in accordance
with Section IV.2 (Trunsfers) or Scction V.3 (Disposition of Surplis), as applicadle.

B SHOP-MADE ITEMS

Tiems fobricated by the Operator's employcecs. or by contract Inborers under the direction of the Operator, shall be priced using the
value of the Materinl used to canstruct the item plus the cost of labor 10 fabricate the item. If the Material is from the Operator's
serap or junk account, the Material shall be priced at cither twenty-five percem (25%) of the current price os determined in Section
IV.2.A (Pricing) or scrop value, whichever is higher. In no event shall the amount chwrged exceed the value of the item
commensurate with ils use.

C.  MILLREJECTS

Mill rejects purchased s “limited service™ cnsing or wbing shall be priced at cighty percent (R0%) of K-55/J.55 price as determined in
Scction V.2 (Transfers). Line pipe f to casing or tubing with casing or tubing couplings ottached shalt be priced as K-55/)-

Y

$5 casing or tubing at the ncarest size and weight.

V. INVENTORIES OF CONTROLLABLE MATERIAL

‘The Opemtor shall maintain recards off C lable Material charged to the Joint Account, with sufficient detail to perform physical inventories.

Adjustments to the Joint Account by the Operator resulting from a physical i y of C llable Material shail be made within twelve (12)
months following the taking of the inventory or receipt of Non-Operator inventory report. Charges and credits for overages o shortages will be
valued for the Joint Account in accordance with Section V.2 (Transfers) and shall be based on the Condition *B™ prices in cffect on the datc of
hysical i y unless the i ying Partics can provide sufTicicnl cvidence another Material condition applies,
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Co P 4SS
, 1. DIRECTED INVENTORIES
2
3 Physical inventories shall be performed by the Operator upon written request of a majority in working interests ol' the Non-Opcrators
. (hereinnfler, “di d i ory™): provided, h . the Operator shall not be required to perfc di d i more frequently
s than once every five (5) years. Directed i ies shall be d within one hunudred cighty (180) days after the Operator receives
6 written notice that a majority in interest of the Non-Op has req d the i y. All Parties shall be governcd by the results of
; any directed inventory.
8
° Expenses of dirccled inventorics will be bome by the Joint Account; provided, however, costs associated with nny post-report follow-up
1 work in settling the inventory will be absorbed by the Party i |ncumng such costs. The Operator is exp d 1o judg in keeping
" expenses within reasonable limits. Any anticipated disprof or dinary costs should be discussed and agreed upon prior to
2 ofthe i y. Exp of directed i ies may include the following:
3
" A. A per diem rate for each i 'y persan, ref ive of nctual salaries, wages, and payroll burdens and benefits of the personne)
i, performing the inventory or a rate agreed to by the Parties pursuant to Seetion 1.6.A (General Matters). The per diem rate shall also
i be applied to o reasonable number of days for pre-inventory work and repor preparation.
”
8 8.  Actal transponiation costs and Personal Expenses for the invemory team.
1]
20 C. Recasonable charges for report preparation and distribution to the Non-Op
20
2 2. NON-DIRECTED INVENTORIES
b1 }
24 A. OPERATOR INVENTORIES
25 ’
% Physical inventories that are not requested by the Non-Operators may be performed by the Operator, at the Operator’s discretion, The
”» expenses of conducting such Operator-initiated inv ies shall not be charged to the Joint Account.
: B. NON-OPERATOR INVENTORILS
0
:I Subject to the terms of the Agreement to which this A ing I dure is hed, the Non-Op may conduct a physical
2 inventory ot reasonable times at their sole cost nnd risk after giving the Operator at least nincty ($0) days prior wrilten notice. The
3 Non-Operator inventory report shall be fumnished to the Operator in writing within ninety (90) days of completing the inventory
fieldwork.
M
i: C. SPECIAL INVENTORIES
3; The exp of conducting i ics other than those described in Sections V.U (Direcied Inventories). V2.A (Operator
;9 Inventories), or V.2.B (Non-Of I ies), shall be charged to the Party requesting such i y: provided, however,
1 inventorics required dur to a change of Operatos shall be charged to the Joint Account in the same manner as described in Section
o V.| (Directed lirventories).
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EXHIBIT *p

Attached to and mede a part of Operating Agreement dated June 24, 2014 by and between Cimarex Energy
Co., as Operator, and Marshall & Winston, Inc., as Non-operator(s).

INSURANCE

At all times while operations are conducted hereunder, Ope rator shall comply with all federal and state Workers'
Compensation Laws where the Operations are being conducted and include Employer's Liability with limit of
$1,000,000; provided, however, that Operator may qualify as a self-insurer for liability under appropriate state workers’
compensation laws in which event the only charge that shall be made to the joint account shall be an amount equivalent
to the premium which would have been paid had such insurance been obtained. Operator shall, within reason, re quire al}
Contractors engaged in work on or for the contract area to comply with all state and federal workers' compensation laws
where the operations are being conducted and to maintain such other insurance as Operator may require.

No other insurance shall be purchased, or carvied, by the Operator for the benefit of the Parties hereto except as directed
by the operating committee or as required by third party contract to the joint account. Any liability, loss, damage, claim
or expense resulting from occurrences not covered by or in excess of insurance required under this provision shatl be
bomne by parties hereto in the seme proportion as their interests may appear at the time of the foss.

Each party may procure and maintain, at its own cost and expense such public labllity, third party property damage, fire
and extended coverage and/or other insurance as it shall determine, and any such insurance so procured end/or
maintained shall inure solely to the benefit of the party procuring such insurance and su ch party shall indemnify and hold
harmless Operator and other parties to this agreement harmless against eny claim of such insurance carrier arising
against such other party by subrogation, or otherwise, In connection with operations hereunder.

llshnllbelhnhmpmmlulhyofmhmyhﬂobmvldeiumwdlmlhmm.lﬁcludhgudergmm
blow out, seepage, and polfution, that Operator shall not provide same for the benefit of the joint account unfess prior
arangements to do so have been made, in writing, by the parties hereto.

In the event any party hereto declines any of the applicable coverage(s) herein ebove provided, then, in such event,
nothing concerning the above declined coverage(s) will be charged toward the Joint Accou nt.

Each party hereto to be insured hereunder shall provide coples of certificates evidencing the above insurance
coverage(s) upon request of any other party. In the cvent any party hereto elects to self-insure, then in such event, it
must obiain a Certificate of Financial Responsibility from the applicable Federal and/or State Agencies, provide an
acceptable letter of self-insurance or otherwise furnish approprinte acceptable evidence of same relating to sald
guidetines to the other parties hereto.




GAS BALANCING AGREEMENT

Attached to and made a part of that certain Operating Agreement dated June 24, 2014, by and between
Cimarex Energy Co., as Operator, and Marshall & Winston, Ine., as Non-Operator(s).

1. The parties to the Operating Agreement referred to above own working interests in the gas rights
underlying the lands and leases covered by such agreement (“Contract Area”) in accordamce with the percemtages of
participation (*Working [nterest*) set forth therein.

2. Each party has the right to take, market, or otherwise dispose of its Working Interest share of gas
produced from the Contract Area. Each party's Working Interest share shall be calculated on the volumes taken in
MCF's by each party or its purchaser(s). In the event any party at any time does not take in kind or market its
Working Interest share of gas from a well, or has contracted 1o sell its Working Interest share of gas to a purchaser
which fails to take all of such gas, the other partics shall be entitled, in proportion to their Working Interest, to
produce, take and deliver each month up to ane hundred percent (100%) of the anticipated allowable gas production
to be assigned to such well by the governmental entity having jurisdiction (if applicable). The purpose of this
provision is to permit any party not taking or marketing all of its Working [nterest share of current gas production to
fefer its production and permit the other parties to pass clear title to quantities of gas in excess of their Working
nterest.

3. Each party which fails to take or market its full Working Interest share of gas from any well at any
time shall be credited with gas in an imbalance account for such well equal to that volume of gas taken or marketed
by the other parties hereto in excess of their Working Interest share.

4, Each party shall endeavor to take or market its full Working Interest share of gas production from
such well. Further, each party shall give Operator reasonable notice and sufficient data either to nominate such
party's Working Interest share of gas to the transporting pipeline(s) or, if Operator is not nominating such party's
gas, to inform Operator of the manner in which to dispatch such party's gas. Except as and to the extent caused by
Operator’s gross negligence or willful misconduct, Operator shall not be responsible for any fees and/or penatties
associated with imbalances charged by any pipeline to any Non -Operator.

s. To allow for the recovery of ges from an imbalance account and to balance the gas accoumt of the
parties, a party which has taken less than its full Working Interest share of gas at any time (“negative balance®), shall
be entitled to produce, take and deliver each month upon reasanable notice to the Operator and to the other affected
parties, its Working Interest share of the anticipated allowable gas production to be assigned to such well by the
governmenta) entity having jurisdiction (if applicable) plus an amount up to an additional fifty percent (50%)
("Make-up Gas") of the Working Interest share of each party which has taken more than its full share of gas at such
time ("positive balance®). However, a party with a negative balance shall never be allowed to take more than its
Working Interest share of such allowable gas (if applicable) during the months of November, December, January
and February (“the Winter Period™), unless the underproduced party has taken at least ninety percent (30%) of the
make-up gas to which it was entitled during the six (6) consecutive months immediately prior to the Winter Period.
If more than one party has a negative balance and elects to take Make -up Gas, they shall divide the Make-up Gas to
be taken from any party with a posltive balance in proportion to the respective working interest participation of each
such party with a negative balance in such well.

6. This Agreement shall apply separately to each well, proration unit, conservation unit, and to each
producing formation within such well, proration unit or conservation unit (unless such formations are accounted for
all purposes as commingled production), and as to Instances where any price controls apply to Make -up Gas, to each
regulated price category; all uncontrolled gas is in a single price category for this purpose. The term “well® is used
throughout the other paragraphs of this Agreement for convenience only and shall be deemed to include the other
delineations herein set forth to the extent relevant. Imbatances in one well, proration unit, conservation unit,
producing formation or category shall not be used for balancing any other well, proration unit, conservation unit,
producing formation or category, as the case may be.

7. If, at the permanent termination of production of gas from a well, an imbalance exists between the
parties, statements or invoices for 8 monetary settlement of the imbalance between any of the parties relative to such
well shall be issued within ninety (90) days. Operator shall promptly provide all parties with a final cumulative
balance for each party upon receipt of all relevant data from all other parties after permanent termination of
production from each well. For the purposes hereof, the value per unit in calculating a monetary settlement shall be
defined as the weighted average of the actual valucs received by a party with a positive balance on all of its gas sates
under an arms-length contract in excess of fts Working Interest share ("Extro Gas®), beginning when such party was
last in balance. 1If such party did not sell all or part of such Extra Gas under an arms-length contract, such Extra Gas
not sold will be vatued in the same manner used for production and severance taxes when produced. The emount of
the monetary settlement due each party with a negative balance for any well shall be determined by: (a) multiplying
the value per unit (as defined above) received by each party with a positive balance for each well by the volume of
gas (same unit basis) such party has produced; (b) subtrecting production and severance taxes (and royalties if paid
on a gas taken rather than on a working interest basis) pald on such Extra Gas; (c) totaling the figures computed in
(a) and (b) for all parties with a positive balance; and (d) allocating to each party with a negative balance lts pro rata
share of the total reached in (¢) above on the basis of the ratio of each party’s negative balance volume to the total
negative balance volumes for all parties. Each party with a positive balance shall provide a settlement schedule 1o
each party with a negative balance detailing how its settlement amount was calculated. That portion of the proceeds
by each party with a positive balance which is or may be subject to refund or other dispute by order(s) of the FERC,
the Minecrals Management Service, the courts or other authorities may be withhetd by such party until such prices
or disputes are fully resolved, unless the relevant parties with a negative batance fumish satisfactory undertakings
agreeing 10 hold the relevant partics with @ positive balance harmless from eny financial loss due to the orders or
disputes. Settlement as provided herein shall also be mede by any party with a positive balance prior to any sale,
assignment or other disposition of all or any part of its interest in any well in which such party has a positive
balance. If the provisions of this Agreement are breached by the transferring party, any party receiving any part of




the transferred interest shall be jointly and severally liable for its pro rata share of such positive balance upon the
demand of any party with a negative balance.

8. Balancing payments from parties with a positive balance to parties with a negative balance under
this Agreement shall be paid not later than sixty (60) days (1) after the amount of the monetary settlement dus such
party has been determined and a statement or invoice issued, or (2) aficr the date when the period for calculation of
amounts due has passed, whichever is the carlier, pursuant to the provisions of Paragraph 7 above. No interest shall
accrue or be due among the partics as to the period prior to this payment date. Interest on late payments (including
payments rightfully made on a late basis because amounts are subject to potential refund or other dispute as stated
mPamgmph1aboveofwhlchmdelayedbmmemnpmbmuemnlmelyeompleted)slmllmmlupﬂme
rate in effect at Chemical Banking Corp., New York, New York. at noon on the first day of the month in which the
payment due date occurs plus two percent (2%) ar the maximum contract rate permitted by applicable law,
whichever is less. Attomeys' fees, court costs and other reasonable costs of collection of amounts owning due to
breach of this Agreement shall also be payable to the affected party(ies).

9. Each party taking gas from a well shall promptly furnish or cause to be furnished to Operator a
monthly statement of gas taken. Operator shall regularly furnish to each party a statement of the gas balance among
the parties, including the total quantity of gas produced from each well, the portion thereof used in operations,
vented or lost, and the total quantity delivered for each party’s account. Each party shall retain records of volumes
of gas taken or marketed from each well and revenues or values accruing thereto for the full term of the Operating
Agreement and two (2) years thereafier. Any party with either a positive or negative balance shal) have the right
during the two (2) years following each statement/invoice due date under Paragraph 7 above to audit the records of
the other parties with positive or negative balances as to volumes, revenues, values and other relevant information
conceming such well. No party will use any of the information obtained pursuant to the provisions of this paragraph
for any other purpose than implementing the terms of this Agreement and enforcing rights thereunder.

10. In addition to any rights granted in the Operating Agreement, if any well produces casinghead gas
and any party is not selling all of its Working Interest share, Operator shall have the right but not the obligation to
sell the non-selling party’s share of casinghead gas for the account of such party.

1. Eech party hereto shall share in and own the condensate recovered from each well by primary
separation at the lease in accordance with its Working Interest in such well as provided in the Operating Agreement.

12, Gas used in lcase operations, vented or lost shall not be considered taken by any party for
purposes of the balancing hereunder. Nothing herein shall change or affect each party’s obligation to pay its
Working Interest share of all costs and linbilities incurred in accordance with such party's Working Interest.

13. At all times while gas is produced from the Contract Area, uniess otherwise required by any laws,
rules or regulations, each party shall make appropriate settlement of all royalties, overriding royalties and other
payments out of or in lieu of production for which it is responsible (“royalty payments”) as if each party were taking
or defivering to a purchaser its Working Interest share and its Working [nterest share only, of such gas production.
Each party hereto agrees to defend, indemnify and hold each other party hereto harmless from all claims for royalty
payments assested by third parties to whom any party hereto is accountable.

14, Each party taking or marketing gas hereunder shall pay, or cause to be paid, all production and
severance taxes due on all volumes of gas actually taken or marketed by such party, unless otherwise required by
any laws, rules or regulations.

15. Nothing contained herein shall be construed to deny any party the right, from time to time, to
produce and take ar deliver to its purchaser the entire well stream, if necessary, to meet such deliverability tests as
may be reasonably required by its gas sales contract.

16. The parties shall communicate, as necessary, the contents of this Agreement to any of their
respective gas purchasers or transporters and monitor their respective deliverles so as to ensure to the extent
reasonably practicable that such third parties do not take gas in excess of the quantities provided herein.

17. This Agreement shall remain in force and effect as long as the Opersting Agreement is in effect
and thereafter until the gas balance accounts of the parties are settled in full or the audit period provided in
Paragraph 9 has expired. whichever shall be longer. The obligations of the parties shall survive the termination of
this Agreement.




EXHIBIT "F

Attached to and made a part of that certaln Joint Operating Agreentent dated June 24, 2014, by and between
Cimarex Encrgy Co., as Operator, and Marshall & Winston, Inc., as Non-Operator(s).

The word “Contractor” as used herein refers to Second Party/Operator in the Agrecment to whtich this Exhibit is attached,

SECTION|
EQUAL EMPLOYMENT OPPORTUNITY CLAUSE

The following clause shall be included in all contracts exceeding $10,000.

(a) The Contractor will not discriminate against any employee or applicant for employment because of
race, color, religion, sex, or national origin. The Contractar will take affirmative action to ensure that applicants are
employed, and that employecs are treated during employment, without regard to their race, color, religion, sex, or
national origin. Such action shall inctude, but not be limited to the following employment, upgrading, demotion, or
transfer, recruitment or recrultment advertising, layofTor termination; rates of pay or other forms of compensation ; and
selection for training, including apprenticeship. The Contractor agrees to post in conspicuous places, available to
employees and applicams for employment notices to be provided by the Contracting officer setting forth the provisions of
this nondiscrimination clause.

(b) . The Contractor will, in all solicitations or advertisements for employees placed by or on behalf of the
Contrector, state that all qualified applicants will receive consideration for employment withowt regard to race, color,
religion, sex or national origin.

() The Contractor will send to each labor union or representative of workers with which it has a collective
bargaining agreement or other contract or understanding, a notfce to be provided by the agency contracting officer,
advising the labor union or workers' representative of the Contractor's commitments under Section 202 of Executive
Order 11246 of September 24, 1965, and shall post copies of the notice in conspicuous places available to employees and
applicants for employment.

(d) The Contractor will comply with all provisions of Executive Order 11246 of September 24, 1965, and
of the rules, regulations, and relevant orders of the Secretary of labor.

(e) The Contractor will furnish all information and reports required by Executive Order 11246 of
September 24, 1965, and by the rules, regulations, and orders of the Secretary of Labor, or pursuant thereto, and will
permit aceess 1o books, records, and accounts by the contracting agency and the Secretary of Labor (or purposes of
investigation to ascertain compliance with such rules, regulations, and orders.

] In the event of tho Contrector's noncompliance with the nondiscrimination clauses of this contract or
with any of such rules, regulations, or orders, this contract may be cancelled, terminated or suspended in whole or in part
and the Contractor may be declared ineligible for further government contracts in accordance with procedures authorized
in Executive Order 11246 of September 24, 1963, and such other sanctions may be imposed and remedies invoked as
provided in Executive Order 1 §246 of September 24, 1965, or by rule, regulation, or order of the Secretary of Labor, or
as otherwise provided by law.

® The Contractor will include the provisions of Paragraphs (a) through (g) in every subcontract or
purchase order unless exempted by rules, regulations, or orders of the Secretary of Labor issued pursuant to Section 204
of Executive Order 11246 of September 24, 1965, so that such provisions will be binding upon each subcontr actor or
vendor. The Contractor will take such action with respect to any subcontract or purchase order as the contracting agency
may direct as a means of enforcing such provisions including sanctions for noncompliance; provided however, that in the
event the Contractor becomes involved in or.is threatened with, litigation with a subcontractor or vendor as a result of
such direction by the contracting agency, the Contractor may request the United States to enter into such litigation to
protect the interests of the United States.

SECTION 2
EMPLOYMENT OF THE HANDICAPPED

(2) The Contractor will not discriminate against any employee or applicant for employment because of

physical or mental handicap in regard to any position for which the employee or applic ant for cmployment is qualified.

The Contractor agrees to make affirmative ection to employ, advance in employment and otherwise treat qualified

handicapped individuals without discrimination based upon their physica! or mental handicap in all employment practices

such as the following; employment, upgreding, demotion or transfer, recruitment, advertising, layoffor termination, rates
of pay or other forms of compensation, and selection for training, including apprenticeship.

® The Contractor agrees to comply with the rules, regulations, and relevant orders of the Secretary of
Labor issued pursuant to the Act.

{c) In the event of the Contractor’s noncompliance with the requirements of this clause, actions for
noncompliance may be taken in eccordance with the rules, regulations, and relevant orders of the Secretary of Labor
Issued pursuant to the Act.

(d) The Contractor agrees to post In conspicuous places, available to employees and applicants for
employment, notices in a form to be prescribed by the Director, provided by or through the contracting officer. Such
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notices shall state the Contractor's obligation under the law to take affirmative action to employ and advance in
emp:oymem qualified handicapped employees and applicants for employment, and the rights of applicants and
employees.

(¢) The Contractor will notify each labor union or representative of workers with which it has a coltective
bargaining agreement or other contract understanding, that the Contractor is bound by the terms of Section $ 03 of the
Rehabilitation Act of 1973, and is committed to take affirmative sction to employ and advance in employment physically
and mentally handicapped individuals.

()] The Contractor will include the provisions of this clause in every subcontract or purchase order of
$2,500 or more uniess exempted by rules, regulations, or orders of the Secretary issued pursuant to Section 503 of the
Act, so that such provisions will be binding upon each subcontractor or vendor. The Contractor will take such action
wilth respect to any subcontract or purchase order as the Director of the Office of Federal Contract Compliance Programs
may direct to enforce such provisions, including action for noncompliance.

SECTIONJ
SEGREGATED FACIL

The following clause shall be included in all contracts and related subcontracts exceeding $10,000 which are not
exempt from the Equat Opportunity Clause.

The Contractor certifies that it does not mnintain or provide for its employees any segregated facilities at any of
fts establishments, and that it does not permit its employees to perform their services at any location, under its control,
where segregated facilities are maintained. The Contrector certifies further that it will not maintain or provide for its
employees any segregated fecilities at any of its establishments, and that it will not permit its employees to perform their
services at any location, under its control, where segregated facltities are maintained. The Contractor agrees that a breach
of this centification is a violation of the Equal Opportunity Clause in this contract. As used in this certification, the term
"Segregated Facilities” means any walting room, work areas, rest rooms and wash rooms, restaurants and other eating
areas, time clocks, locker rooms or other storage or dressing arcas, parking lots, drinking fountains, recreation or
entertainment areas, transportation, and housing facilities provided for employees which are segregated by explicit
directive or are in fact segregated on the basis of race, color, religion, or national origin, because of habit, local custom,
or otherwise. The Contractor agrees that {(except where it has oblained identical certifications from proposed
subcontractors for specific time perlods) it will obtain identical certifications from proposed subcontractors prior to the
award of subcontracts exceeding $10,000 which are not exempt from the provisions of the Equal Opportumity Clause, and
that it will retain such certifications in its files.

NOTE: The penalty for making false statements in offers is prescribed in 18 U.S.C. 1001.
The failure of a prime Contractor or subcontractor to comply with the terms of ts centification of nonsegregated

facilities or with the terms of Equal Opportunity Clause shall be a ground for termination or cancellation of contracts or
subcontracts as provided in *1-12.805-9.

The Contractor certifies that if it has 50 or more employees and if it anticipates sales to us in connection with
government contracts of $50,000 or more, it will develop a written Affirmative Action Compliance Program for each of
its establishments consistent with the rules end regulations published by the Department of Labor in 41 CFR Chapter 60.

SECTIONS
AEFIRMATIVE ACTION PROGRAMS FOR DISABLED VETERANS
AND VETERANS OF VIETNAM ERA

The following clauses shall be included in all contracts exceeding $10,000.

(a) The Contractor will not discriminaie against any employee or applicant for employment bec ause he or
she is a disabled veteran or veteran of the Vietnam Era in regard to any position for which the employee or applicam for
employment is qualified. The Contractor agrees to take affirmative action to employ, advance in employment and
otherwise treat qualified disabled veterans and veterans of the Vietnam Era without discrimination based on their
disability or veterans status in all employment practices such as the following; employment upgrading, demotion or
transfer, recruitment, edvertising, layoff or termination, rates of pay or other forms of compensation, and selection for
training, including apprenticeship.

(b) The Contractor agrees that all suitable employment openings of the Contractor which exist at the time
of the execution of this contract and those which occur during the performance of this contract, including those not
generated by this contract and including those occurring at an establishment of the Contractor other than the one wherein
the contract is being performed but excluding those of independently operated corporate affiliates, shall be listed at an
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appropriate local office of the State employment service system wherein the opening occurs. The Contractor further
agrees to provide such reports to such local office regarding employment openings and hires as may be required.

State and local government agencies holding Federal contracts of $10,000 or more shall also list all their
suitable openings with the appropriate office of the State employment service, but are not required to provide those
reports set forth in paragraphs (d) and (3).

{c) Listing of employment openings with the employment service system pursuant to this clause shall be
made at least concurrently with the use of any other recruitment source or effort and sha 1l involve the normal obligations
which attach to the placing of'a bona fide job order, including the acceptance of refesvals of veterans and non -veterans.
The listing of employment openings does not require the hiring of any particular job applicant or from any particular
group of job applicants, and nothing herein is intended to relieve the Contractor from any requirements in Executive
Orders or regulations regarding nondiscrimination in employment.

(d) The reports required by paragraph (b) of this clause shall include, but not be limited to, periodic reports
which shall be filed at least quarterly with the appropriate local office or, where the Contractor has more than one hiring
location in a State, with the central office of that State employment service. Such reports shall indicate for each hiring
location (1) the number of individuals hired during the reporting period, (2) the number of nondisabled veterans of the
Vietnam Era hired, (3) the number of disabled veterans of the Vietnam Era hired, and ( 4) the total number of disabled
veterans hired. The reports should include covered veterans hired for on-the-job training under 38 USC 1787. The
Contractor shall submit a report within 30 days after the end of each reporting period wherein anty performanc e is made
on the contract identifying data for esch hiring location. The Contractor shall maintain at each hiring location copies of’
the reports submitted until the expiration of one year after final payment under the contract, during which time these
reports and related documentation shall be made available, upon request, for examination by any authorized
representatives of the contracting officer or of the Secretary of Labor. Documentation would include personnel records
respecting job openings, recruitment and placements.

(e) Whenever the Contractor becomes contractually bound to the listing provisions of this clause, it shall
edvise the employment service system in each State where it has establishments of the name and location of each hiring
{ocation in the State. As long as the Contractor is contractually bound (o these provisions and has 5o advised the State
system, there is not need to edvise the State system of subsequent contracts. The Contractor may advise the State system
when it is no longer bound by this contract clause.

n This clause does not apply to the listing of employment openings which occur and are filled outside of
the 50 states, the District of Columbia, Puerto Rico, Guam, and the Virgin islands.

() The provisions of paragraphs (b), (c), (d) and () of this clause do not apply to openings which the
Contractor proposes to fill from within its own organization or to fill pursuant to a customary and traditional employer -
union hiring arrangement. This exclusion does not apply to a particular opening once an employer decides to consider
applicants outside of its own organization or employer-union arrangement for that opening.

(h) As used in this clouse:

m "All suitable employment openings® includes, but ismtllmhedto.apmingwhidwocmln
the following job categories: production and nonproduction; plant and office; laborers and mechanics; supervisory and
; technical; and executive, administrative; and professional openings as are compensated on a salary basis
oflssﬂunszs 000 per year. This term includes full time employment of more than three (3) days' duration, and part -
time employment. 1t does not include openings which the Contractor proposes to fill from within its own organization or
to fill pursuant to a customary and traditional employer-union hiring amangement nor openings in an education institution
which are restricted to students of that institstion. Under the most compelling circumstances an employment opening
may not be sultable for listing, including such situations where the needs of the Government cannot reasonably be
otherwise supplied, where listing would be contrary to national security, or where the requirement of listing would
otherwise not be for the best interest of the Government.

(2) “Appropriate office of the State employmem service system™ means the local office of the
Federal-State national system of public employment offices with assigned responsibility for serving the arca where the
employment opening Is to be fiiled, including the District of Columbia, Guam, Puerto Rico, and the Virgin Islands.

3) *Openings which the Contractor proposes to fill from within its own organization® means
employment openings for which no consideration will be given to persons outside the Contractor’s organization
(including any afffliates, subsidiaries, and the paremt companies) and includes any openings which the Contractor
proposes to fill from regularly established “recall® lists.

“) “Openings which the Contractor proposes o fill pursuant to a customary and traditional
employer-union hiring arrangement® means employment openings which the Contractor proposes to fill from union halls,
which is part of the customary and traditional hiring relationship which exists between the Contractorand representatives
of its employees.

(U] The Contractor agrees to comply with the rules, regulations, and relevant orders of the Secretary of
Labor issued pursuant to the Act.

(1)) In the event of the Contractor's noncompliance with the requirements of this clause, actions for

noncompliance may be taken in accordance with the rules, regulations and refevant orders of the Secretary of Labor
issued pursuant to the Act.
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(9] The Contractor agrees to post in conspicuous places, available to employees and applicants for
employment, notices In 8 form 1o be prescribed by the Director, provided by or through the contracting officer. Such
notice shall state the Contractor’s obligation under the law to take affirmative action to employ and edvance in
employment qualified disabled veterans and veterans of the Vietnam Era for employment, and the rights of applicants end
employees.

) The Contractor will notify each labor union or representative of workers with which it has e collective
bargaining agreement or other contract understanding, that the Contractor Is bound by the terms of the Vietnam Era
Veterans Readjustment Assistant Act, and is committed to take affirmative action to employ and edvance in employment
qualified disabled veterans and veterans of the Vietnam Era.

(m) The Contractor will include the provisions of this clause in every subcontract or purchase order of
$10,000 or more unless exempted by rules, regulations, or orders of the Secretary issued pursuant to the Act, so that such
provisions will be binding upon each subcontractor or vendor. The Contractor will take such action with respect to any
subcontract or purchase order as the Director of the Office of Federal Contract Compliance Programs may direct to
enforce such provisions, including action for noncompliance.

The following clause shall be included in all contracts over $10,000 except contracts for services which are
personal in nature and contracts which will be performed entirely (including all subcontracts) outside any State, tesritory,
or possession of the United States, the District of Columbla, or the Commonwealth of Puerto Rico.

(a) It is the policy of the United States that small business concerns and small business concerns owned
and controlled by socially and economically disadvantaged individuals shall have the maximum practicable opportunity
to participate in the performance of contracts let by any Federal agency.

() The Contractor hereby agrees to carry out this policy in the awarding of subcontracts to the fullest
extent consistent with the efficient performance of this contract. The Contractor further agrees to cooperate in any
studies or surveys as may be conducted by the Small Business Administration or the contracting agency which may be
necessary to determine the extent of the Contractor's compliance with this clause.

(©) As used in this contract:

[V} The term "small business concern® shall mean a small buginess as defined pursuant to Section
3 of the Small Business Act and relevant regulations promulgated pursuant thereto.

2 The term "small business concern owned and controfled by socially and economically
dissdvantaged individuals” shall mean a small business concern—

(i) which is at least 51 per centum owned by one or more socially and economically
disadvantaged individuals; or in the case of any publicly owned business, at least $1 per centum of the stock of which is
owned by one or more socially and economically disadvantaged individuals; and

(if) whose management and daily business operations are controlied by one or more of such
individuals.

The Contractor shall presume that socinlly and economically disadvant aged individuals include Black
Americans, Hispanic Americans, Native Americans, Asian-Pacific Americans, and other minorities, or any other
individual found to be disadvantaged by the Small Business Administration pursuant to Section 8(a) of the Small
Business Act.

(d) Contractors acting in good faith may rely on wriiten representations by their subcontractors regarding
their status as a small business concern or a small business concemn owned and controlled by socially and economically
disadvantaged individuals.

SECTION?
UTILL

The following clause shall be include in all contracts expected to exceed $10,000 except contracts which,
including all subcontracts thereunder, are to be performed entirely outside the Uni ted States, its possessions, Puerto Rico
and the Trust Territory of the Paciftc Islands, and contracts for services which are personal in nature.




() It is the policy of the United States Government that women -owned businesses shafl have the maxtmum
practicable epportunity to participate In the performance of contracts awerded by any Federal agency.

() The Contractor agrees to use lts best efforts to cary out this policy in the award of subcontrects to the
fullest extent consistent with the efficient performance of this confrect. As used in this contract, a “woman-owned
business® concern means a business that is at least 51 per centum owned by a woman or women who also control and
operute it. “Control® in this context means exercising tho power to make policy decisions. "Operste® in this context
means being ectively involved in the day-to-day management. "Women® means all women business owners.




EXHIBIT “H*
Attached to and made a part of that certain O perating Agreement dated June 24, 2014, by and between Cimarex
Energy Co., as Operator, and Marshall & Winston, Inc., as Non-Operator(s).
MEMORANDUM OF OPERATING AGREEMENT

STATE OF NEW MEXICO )
) KNOW ALL MEN BY THESE PRESENTS:
COUNTY OF EDDY )

The undersigned have entered into an Operating Agreement, dated Sune 24, 2014, in arder to explore for,
develop and produce oil and gas from their respective oil and gas leases or interests to the extent described in Exhibit "A®
attached hereto and hereinafter referred to as the "Contract Area”.

Among other provisions, the Operating Agreement appoints Cimarex Encrgy Co., as Operator and designates
the other parties thereto as Non-Operator(s). The Operating Agreement grants sald Operator the euthority, with certain
limitations, to incur expenses on behalf of the Non-Operator(s) and, at the Operator's election, the right to bill the Non-
Operator(s) in advance for the estimated expenditures.

The Operating Agreement provides that the liability of the parties shall be several and not joint or collective,
with each being liable only for its proportionate share of the costs and linbilities incurred therewith as sct forth in the
Operating Agreement and as may change by subsequent assignment of interest. Sald Operating Agreement also provides
that:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security
interest in its share of oil and/or gas when extracted and its interest in all equipment, to secure payment of its share of

expense, together with interest thereon at the rate provided in the Ex hibit "C". To the extent that Operator has a security
interest under the Uniform Commercial Code of the State, Operator shall be entitled to exercise the rights and remedies
of a secured party under the Code. The bringing of a sult and the obtaining of judgment by Operator for the secured
indebtedness shall not be deemed an election of remedics or otherwise affect the lien rights or securily interest as security
for the payment thereof. In addition, upon default by any Non -Operator in the payment of its share of expense, Operator
shall have the right, without prejudice to other rights or remedics, to collect from the purchaser the proceeds from the sale
of such Non-Operator's share of ol and/or gas until the amount owed by such Non -Operator, plus interest, has been paid.
Each purchaser shall be catitled to rely upon Operator’s written statement concering the amount of any default.
Operator grants a like lien and security interest to the Non -Operators to secure payment of Operator’s proportionate share
of expense.

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

Further, the Operating Agreement has attached to it various Exhibits, including but not Iimltgd to, a Gas
Balancing Agreement, which uﬁongomu provisions, ellows anc or more parties to take more than their working interest

1




share of gas production if another pn.ny or parties cannot or does not take their respectiv e working interest share. Italso
provides for volumetric balancing on an Mcf basis and for cash balancing on permanent cessation of gas production from
a well, cessation of a gas category if different pricing categories are imposed by govemnmental regulation and if a party
sells its interest.

Copies of the Operating Agreement and/or the Gas Balancing Agreement Exhibit can be obtained from any of
the undersigned or their successors in intcrest.

The said Operating Agreement and the Exhibits attached thereto are binding upon the undersigned and their
respective heirs, devisees, legal representatives, successors and assigns. This Memorandum of Operating Agreement
shall not be deemed an amendment of said Operating Agreement or of said Gas Balancing Agreement E xhibil and shall in
no way increase the obligations or decreasc the rights of the undersigned thereunder, but is entered into for the sole
purpose of providing notice of the existence of snid Operating Agreement, the security interest granted thereunder, a nd
the Gas Balancing Agreement attached as an Exhibit thereto.

This Memorandum of Operating Agreement may be executed in any number of duplicate or counterpart copics,
including counterpart signature pages, cach of which shall be considered an original for all purposes. Photocopics of this
Memorandum of Operating Agrecement may be filed in the nppro|l)rinle records as proof of the security interest created
hereunder.

Executed as of the date and year indicated in the acknowledge ment of each signature, to be effective the date of

the Operating Agreement recited above.

OPERATOR:

Cimarex Ene

By: &

7
Type or Prin Name Knsu_th&x_
Title: MU - \Y\'?ﬂL&

\

Date:

Tax ID or S.S. NO.

NON-OPERATOR(S):
Marshall & Winston, Inc.

By:

Type or Print Name:

Titte:

Daw:

Tox ID or §.5. NO.
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share of gas production if another party or parties cannot or does not take their respective working interest share. ltalso
provides for volumetric balancing on an Mcf basis and for cash balancing on permanent cessation of gas production from
a well, cessation of a gas category if different pricing categories are imposed by governmental regulation and if a party
sells its interest.

Copies of the Operating Agreement and/or the Gas Balancing Agreement Exhibit can be obtained from any of
the undersigned or their successors in interest.

The said Operating Agreement and the Exhibits attached thereto are binding upon the undersigned and their
respective heirs, devisecs, legal representatives, successors and assigns. This Memorandum of Operating Agreement
shall not be deemed an amendment of said Operating Agreement or of said Gas Balancing Agreement Exhibit and shall in
no way increase the obligations or decrease the rights of the undersigned thereunder, but is entered into for the sole
purpose of providing notice of the existence of said Operating Agreement, the security interest granted thereunder, and
the Gas Balancing Agreement attached as an Exhibit thereto.

This Memorandum of Operating Agrecement may be executed in any number of duplicate or counterpart copics,
including counterpart signature pages, each of which shall be considered an original for all purposes. Photocopics of this
Memorandum of Operating Agreement may be filed in the appropriate records as proof of the security interest created
hereunder.

Executed as of the date and vear indicated in the acknowledgement of each signature. 10 be effective the date of

the Opcrating Agrecment recited above.

OPERATOR:

Cimarex Energy Co.

By:

Type or Print Name:

Title:

DPate:

Tax D or $.S. NO.

NON-OPERATOR(S):

Marsh WinstoR, Inc.
By: %”M

Typeor Print Name: _Tom M. Brandt

Tine: President

Date: June 25, 2014

Tax ID or §.8. NO.




o ~
share of gas production if another party or partics cannot or does not take their respective vworking interest share. Italso
provides for volumetric balancing on an Mcf basis and for cash balancing on permanent cessation of gas production from
a well, cessation of a gas category if different pricing categories are imposed by governmental regulation and if a party
sells its interest.

Copies of the Operating Agreement and/or the Gas Balancing Agreement Exhibit can be obtained from any of
the undersigned or their successors in interest.

The said Operating Agreement and the Exhibits attached thereto are binding upon the undersigned and their
respective heirs, devisees, legal representatives, successors and assigns. This Memorandum of Operating Agreement
shall not be deemed an amendment of said Operating Agreement or of said Gas Balancing Agreement Exhibit and shall in
no way increase the obligations or decrease the rights of the undersigned thercunder, but is entered into for the sole
purpose of providing notice of the existence of said Operating Agreement, the security interest granted thereunder, and
the Gas Balancing Agreement attached as an Exhibit thereto.

This Memorandum of Operating Agreement may be exccuted in any number of duplicate or counterpart copies,
including counterpart signature pages, each of which shall be considered an original for all purposes. Photocopies of this
Memorandum of Operating Agreement may be filed in the appropriate records as proof of the security interest created
hereunder.

Executed as of the date and year indicated in the acknowledgement of cach signature, to be effective the datc of

the Operating Agreement recited above.

OPERATOR:

Cimarex Energy Co.

By:

Type or Print Name:

Title:

Date:

Tax ID or §.5. NO,

NON-OPERATOR(S):

rPrint Name: __Brett K. Bracken

gn

Titee Vice President/General Manager

Date: |2-15-2014

TexIDorS.5.NO,___79~-1671484




-~

LHAHPope%
ML AL

TypcorPrimName: _ W. L. Hanley, Jr.

Titte: Manager

Ny 2

TaxDors.s.No.__11-3663100

Jarvis J. Slade
By:

Type or Print Namc:
Title:

Date:

Tox ID or 8.S. NO.
PLM-1, Inc.

By:

Type or Print Name:
Titde:

Date:

Tax ID or S.S. NO.
TBO Cattle Company, LLC
By:

Type or Print Name:
Title:

Date:

Tax ID or §.5. NO.,
Dennls Sledge
By:

Type or Print Name:
Title:

Date:

Tax ID or 8.5. NO,




LHAH Properties, LLC

By:

Type or Print Name:

Title:

Date:

Tax ID or §.5. NO.

Jarvis J. Slade

By:

Type or Print Name:

Title:

Date:

Tax ID or S.S. NO.

PLM-1, Inc.

o 15l L) fprer
Type or Print Name: /a?"/ L /'%ff/\s

Titke: /%.S}Jew/f

Date: De(. . )5 , 20 )4

Tox ID or 5. NO. 75 ;2342.95 ]

TBO Cattle Company, LLC

By:

Type or Print Name:

Title:

Date:

Tax ID or 8.5. NO.

Dennis Sledge

By:

Type or Print Name:

Titke:

Date:

Tax ID or §.S. NO.




Hanley Petrolcum, Inc.
By:

Type or Print Name:

Tox IDor S.S. NO.,

LHAH Properties, LLC
By:

Type or Print Namo:

Tide

Date:

Tax (D or S.S. NO,

Jarvis J. Slade
By:

Type or Print Nome:

Thte:

Date:

TaxDerS.S. NO,

PLM-1, Ine.
By:

Type or Print Name:

Tite:

Date:

Tox [D or S.8. NO,

84 Exploration Portuers, LLC
By.

Type or Print Nome:

Thle

Dare:

Tax ID or $.5. NO,

Dennls Sledge

By:

Type or Print Nome:

Tax ID or S.S. NO,




Mt. Si.0il & Gas, LLC

By:

Type or Print Name: Exlngaplhampm
Title: .ELCSJAEV\"F

Date: /ug/l ,//720/4
Tax ID or S.5. NO. 2 2‘; Ziiéi 2 2

ACKNOWLEDGEMENTS
STATE OF TEXAS )
COUNTY OF MIDLAND)
The foregoing instrument was acknowledged before me this day of , 2014, by

Roger Alexander as Attorney-in-Fact of Cimarex Energy Co. on behalf of said corporations.

Notary Public in and for the Statc of Texas

My commission expires:

State of )
) ss.

County of )

This instrument was acknowledged before me on day of , 2014 by:

as: of Hanley Petroleum, Inc.

(Seal, if any)

Notary Public in and for the State of

My commission expires:




Mt. S1 Ofl & Gas, LLC
By:
‘Typo or Print Nams:

Titte:

Date:

Tax ID 0r .S, NO,

Rhoades Ol Company, LLC
By:

Type or Print Nome:

Titte:

Date:

Tox IDarSS. NO.,

Realczn Del Spear, LP
By:

Type or Print Name:

Titke:

Date:

Tex ID or 8.5, NO,

Roy G. Barton, Jr.
By

Typo or Primt Name:

Tithe

Date:

Tax (D or §S. NO,,

M. Dion Lowe

Type or Print Name:

Tax (D or$.8. NO.

AOG Mincral Partners, LTD, et al

By:

Type ot Print Nams:

Tate:

Date:

Tex ID or S.S. ND,
4




Charles Kenneth Moore
By:
Type or Print Name:

Tothes

Datex

Tax IDor 5.5. NO,

William H. Kennan, Trustee of the John E. & Helen M. Kennan
Family Trust created January 13, 1994

By:
kaﬁnm

Tithe

Dots:

Tax ID or 8.5. NO,

Larry P. Long, Managing Trustee of the Long Trusis

By:
Type or Print Name:

Tidec

Date:

Tax [DorS.S. NO,

Kenneth G. Cone
By:
Type or Print Namo:

Title

Date:

Tax ID o7 §.5. NO_

Waestern Commeree Bank, Agent, for Trust B of the Kirby D.
Schenck & Rita D. Schenck Revacable Trust Agreement executed
an 10/2/1991

By

Type or Print Namo:

Tox ID or §.8. NO.




Western Commeree Bank, Agent, for Trust A-2 of the Kirby D.
Schenck & Rita D. Sehenck Revoeable Trust Agreement executed
on 10/2/1991

By:

Type or Prinm) Name:

Titte:

Date:

Tax ID or S.S. NO.,

Bank of America, N.A., Agent, Eltzabeth Lea Daugherty
Revocable Trust U/A March 22, 2012

By:

Type ot Print Name:

Title:

Date:

Tax ID a7 §.S. NO.

Bank of America, N.A., Agent, of the J E Simmons Testamentary
Trust (bo Mary Jane Hand

By:

Type or Print Name:

Title:

Date:

Tax (D ar SS.NO.

Bank of Ameriea, N.A., Agent, of the B H Simmons
Testamentary Trust fbo Mary Jane Hand

By:

Type or Print Name:

Title:

Date:

Teox ID o1 $.S. NO.

Teddy L. Hartley, Trustee of the Vora Lowe Hartley Mineral
Trust

By:

Type or Print Name:

Title:

Tax IDor S.S. NO.




Robert Thomas Hartley, Trustee of the Vora Lowe Hartley

Mineral Trust

By:

Type or Print Name:

Title:

Date:

Tox IDor S.5. NO,

Lowe Family, Ltd.

By:

Type or Print Namc:

Title:

Date:

Tax ID or §.5. NO.

ACKNOWLEDGEMENTS

STATE OF TEXAS )

COUNTY OF MIDLAND)

The foregoing instrument was acknowledged before me this ‘9.‘:\ day of Maﬂ

Roger Alexander as Attomey-in-Fact of Cimarex Energy Co. on behalf of said corporations.

Sy re KAIMI BROV/NLEE
" ‘*"-_ tiotaty Pubtic. Stote af les0s

7 aE comm. Expues 03-26-2019 /
W Nolowy 1D 126052368 5 9&!90!?

Notary Public in

for the State of Texas

“* 0 W . Py -
g My commissidh expires:

State of )
) ss.

County of )

This instrument was acknowledged beforc me on day of , 2014 by:

as: of Marshal] & Winston, Inc.

(Scal, if any)

Notary Public in and for the State of

My commission expires:




ACKNOWLEDGEMENTS
STATE OF TEXAS )
COUNTY OF MIDLAND)
The forcgoing instrument was acknowledged before me this day of . 2014, by

Roger Alexander as Attorney-in-Fact of Cimarex Energy Co. on behalf of said corporations.

Notary Public in and for the State of Texas

My commission expires:

State of TEXAS )

)
County of MIDLAND )

S8,

This instrument was acknowledged before me on25th __ day of __June .2014 by

Tom M. Brandt as: President of Marshall & Winston, Inc.,.

a Nevada corporation, on behalf of said corporation.
(Scal, if any)

.

GINAL. BROOKS . D

ggTAER;: "I'JEB;L% Notary Public in and for the State of Texas

My Comm, Expires 08-22:2016

My commission expires:




M. Si Oil & Gas, LLC

By:

Type or Print Name:

Title:

Date:

Tax ID or S.5. NO,

ACKNOWLEDGEMENTS
STATE OF TEXAS )
COUNTY OF MIDLAND)
The foregoing instrument was acknowledged before me this day of , 2014, by

Roger Alexander as Attorney-in-Fact of Cimarex Energy Co. on behalf of said corporations.

Notary Public in and for the State of Texas

My commission ¢xpires:

State of ___Texas )

)s
County of Midland )

This instrument was acknowledged before meon _15¢h _ day of _December, 2014 by:

Brett K. Bracken, Vice President/General Mgr of Hanley Petroleum, Inc

(Seal, if an Preoyeunen e ————————
BARBARA ARED
MY COMMISSION EXPIRES .

Notary Public in and for the State of

09/26/2018
My commission expires:




~

State of __Texas )
) ss.
County of __Midland

This instrument was acknowledged before me on |8ﬂ] day of December ,2014 by:

W. L. Hanley, Jr. as: Manager

of LHAH Properties, LLC.

(Seal, if any)

- BARBARA A REDD
MY COMMISSION EXPIRES
Seplember 26,2018

State of )
) ss.

County of )

This instrument was acknowledged before me on

as:

2

Notary Public in and for the Statc of Texas

09/26/2018
My commission expires:

day of ,2014 by:

of Jaryis J. Slade,

(Seal, if any)
State of )

) ss.
County of )

This instrument was acknowledged before me on

ns:

Notary Public in and for the Statc of

My commission expires:

day of , 2014 by:

of PLM-1, Inc,

(Seal, if any)

Notary Public in and for the State of

My commission expires:




State of )

)ss.
County of )
‘ This instrument was acknowledged before me on day of ,2014 by:
as: of Hanley Potroleym.tnc,
(Seal, if any)
Notary Public in and for the State of
My commission expires:
State of )
) ss.
County of )
This instrument was acknowledged before me on day of , 2014 by:
as: of LHAH Properties. LIC
‘ (Scal, if any)
Notary Public in and for the State of
My commission expires:
State of )
) ss.
County of )
This instrument was acknowledged before me on day of ,2014 by:

deryia J, Slado
(Seal, if any)

Notary Public in and for the State of

My commission expires:



Staie of )
) ss.

County of )

This instrument was acknowledged before me on

as:

day of ,2014 by:

of LHAH Properties, LLC.

(Scal, if any)

State of )
)ss.
Countyof _ )

This instrument was acknowledged before me on

as:

Notary Public in and for the Statc of

My commission expires:

day of ,2014 by:

of Jarvis ). Slade

(Seal, if any)

State ol _ /-Q(_A.S
County of [E“d/é‘@ )

Notary Public in and for the State of

My commission expires:

DAWN MARIE HOWARD
Notary Public, State of Texas

My Commission Explies
Fohmcry 17, 2018

This instrument was acknowledged before me on [5 duyM 2014 by:
Rl Aovrss as: _Freeioloast PLM-1, Inc,

(Scal, if any)

gtary Public in and for the Statc of

&ﬁa‘eﬁ” 2018
My commiSsion expires:




State of )
) ss.

County of )

This instrument was acknowledged before me on day of , 2014 by:
as: of PLM-l.Inc.
(Seal, if any)
Notary Public in and for the State of
My commission expires:
State of )
)ss.
County of )
This instrument was acknowledged before me on day of ,2014 by:
as: of 84 Exploration Partners, JLC
(Seal, ifany)
. Notary Public in and for the State of
My cammission expires:
State of )
) ss.
Countyof _______ )
This instrument was acknowledged before me on day of ,20t4 by:
Dennis Sledgo
(Seal, ifany)
Notary Public in and for the State of
My commission expires:




State of )
)ss.

County of )

This instrument was acknowledged before me on

day of , 2014 by:

as:

of TBO Cattlc Company, LLC.

(Seal, if any)

Texms
County of m-\ A\ Oﬂ'\c\

State of

)
)ss.
)

Notary Public in and for the State of

My commission expires:

Before me, on this “ch day of Dgcéq‘mm 2014, personally appeared Dennis Sledge, known to

me to be the person whose name is subscribed to the foregoing instrument and acknowledged 1o me that he executed

the same for purposes and consideration therein expressed.

State of )
) ss.

County of )

This instrument was acknowledged before me on

as:

Notary Public in and for the State of % aoas

GA-2,~-2QIR

My commission expires:

day of ,2014 by:

of i Oil & Gas, LLC.

(Seal, if any)

Notary Public in and for the State of

My commission expires:




~

x

State of )
) ss.

County of )

This instrument was acknowledged before me on

as:

day of ,2014 by:

of TBO Cattle Compai C

(Seal, if any)
State of )

) ss.
County of )

This instrument was acknowledged before me on

as:

Notary Public in and for the State of

My commission expires:

day of ,2014 by:

of Dennis Sledge,

(Scal, if any)

Sateof_T€x%xa s )

. ) ss.
County of I\ MASQDA )

Notary Public in and for the State of

My commission expires:

This instrument was acknowledged before me on _\ !ﬂ'\ day of b_is&mh,_,zom by:

of Mt, Si Ojl & Gas. LLC,

RQA\'\Q# § L\ \‘\gm‘ﬁﬁg as: pves]ée,n‘r

(Seal, if any)

BARBARAA RED
MY COMMISSION EXPIRES
Seplombar 26, 2019

Notary Public in and for the State of Texa s

Q9 -- 201 €

My commission expires:




State of )

)ss.
County of )
This instrument was acknowledged before me on day of ,2014 by:
as: of ML.SiOll&Gas LIC, =
(Seal, if any)
Notary Public in and for the State of
My commission expires:
State of )
)ss.
County of )
This instrument was acknowledged before me on dayof ,2017 by:
ool Bezinque as: of Rhondes Ofl Company, 11.C
(Seal, if any)
Notary Public in and for the State of
My commission expires:
State of )
)ss.
County of )
‘This instrument was ecknowledged before me on _ day of , 2017 by:
Bs: of Realeza De{ Spear, kP~~~
(Seal, if any)
Notary Public in and (or the State of

My commission expires:




State of )
)ss.

County of )

This instrument was acknowledged before me on

day of »2017 by:

Ray G, Barton, Jr.

(Seal, if any)

State of )
)ss.

County of )

This instrument was acknowledged befare me on -

M. Dioniawe
(Seal, if any)
State of )
) ss.
Coumtyof )

This instrument was acknowledged before me on

as:

Notary Public in and for the State of

My commission expires:

day of ,2017 by:

Notary Public in and for the State of

My commission expires:

(Seal, if any)

11

Notary Public in and for the State of

My commission explres:



Statc of )
)ss.
Countyof )

This instrument was acknowledged before me on
Charles Kennan Moore

(Seal, if any)
State of )
)ss.
County of )

This instrument was acknowledged before me on

day of ,2017 by:

Notary Public in and for the State of

My commission expires:

day of ,2017 by:

of the John E. & Helen M, Kennann Family

Trust created January 13, 1994

(Seal, ifany)

State of J
)ss.

County of )

This instrument was acknowiedged before me on

Notary Public in and for the Stote of

My commission expires:

day of ,2017 by:

ofthelonaTrosts

(Scal, ifany)

Notary Publie in and for the State of

My commission expires:




State of )

)ss.
County of )
This instrument was acknowledged before me on day of i 52017 by:
Kenneth G. Cone
(Scal, if any)
Notary Public in and for the State of
My commission expires:
State of )
) ss.
County of )

Notary Public in and for the State of
My commission expires:
State of )
) ss.
County of )
This instrument was acknowledged before me on day of ,2017 by:

(Seal, if any)

Notary Public in and for the State of

My commission expires:

13




State of )

County of )

This instrument was acknowledged before me on

as:
U/A Merch 22,2012
(Seal, ifany)
State of )
)ss.
County of )

This instrument was acknowledged before me on

Notary Public in and for the State of

My commission expires:

as:

Mary Jane Hand
(Seal, if any)

Notary Public in and for the State of

My commission expires:
State of )

)ss.
County of )
This instrument was acknowledged before me an day of »2017 by:

as:

Mary Jane Hand_
(Seal, if any)

14

Notary Public in and for the State of

My commission expires:




State of ) )
)ss.

County of )

This instrument was acknowledged before me on

Teddy L., Hartley as: of the
(Seal, if any)
Notary Public in and for the State of
My commission expires:
State of )
)ss.
County of )

This instrument was acknowledged before me on day of , 2017 by:
Robert Thomas Hartley _ as: of the Vorn Lowe Hortley Minem] Trist
(Seal, if any)

Notary Public in and for the State of
My commission expires:
State of )
) ss.
County of )
This instrument was ecknowledged before me on day of , 2017 by:
as: of Lowe Family, Ltd,

(Seal, if any)

Notary Public in and for the State of

My commission expires:

15
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Cimarex Energy Co.
HUD K Mroenteld St
Sute 60D

abatand, o PaJO

L N3l 60 TEGH
May 12,2017

Realeza Del Spear. LP
P.O. Box 1684
Midland. Texas 79702

Re: Proposal ta Drill
Lea 7 Federal Com 2H
Scction 7, Township 20 South, Range 35 East
Lea County, New Mesico

Dear Working Interest Owner.,

Cimarex Energy Co. hereby proposes to drill the Lea 7 Federal Com 21 well at a legal location in
Section 7, Township 20 South, Range 35 East, NMPM, Lea Co., NM.

The intended surface hole location for the well is 379" I'SL and 1.730° FWL of Section 7, Township
20 South. Range 35 Last. and the intended bottom hole location is 330" FNL and 1.980° I'WL. of Section 7.
Township 20 South, Range 335 £ast. The well is proposed to be drilled vertically to a depth ol approximately
11.030° 10 the Third Bone Spring formation and laterally in a northerly direction within the formation 10
the referenced bottom hole location. Total measured depth of the well is proposed to be approximately
15.330° fecet from surface to terminus.,

It should be understood that compliance with topography or cultural ar environmental concerns,
among others. might require modification of Cimarex’s intended procedure. Cimarex will advise vou of
any such modificiions,

Enclosed. in duplicate. is (i) our detailed AFE reflecting estimated costs associated with this
proposal. and: (ii) our proposed form of Operating Agreement 1o govern operations of the Lea 7 Federal
Com 211 well, and: (iii) Communization Agreement. If you intend to participate. please approve and retur
one (1) original ol the enclosed AFL. one (1) original of the signature page 1o the Operating Agreement,
and four (4) originals of the signature pages 10 the Communization Agreement. along with the contact
information to receive your well data, (o the undersigned within thirty (30) days of receipt of this proposal.
I you eleet to purchase vour own well control insurance. you must provide a cenificate of such insurance
10 Cimarex prior to commencement of drilling operations: otherwise. you will be covered by insurance
procured by Cimarex and will be responsible for your share of the cost.

Please call the undersigned with any questions or comments,

Respectfully,

e )
A .,5* 1»-/\:.( Lk
\ ’ A
Kelly Reese. CPIL.
432.620.1966

EXHIBIT
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ELECTION TO PARTICIPATE
Lea 7 Federal Com 2H

—— Realeza Del Spear, LP elect TO participate in the proposed l.ca 7 Federal Com 2H well.

Realeza Del Spear. LP clect NOT to participate in the proposed Lea 7 Federal Com 2H well.

Dated this davof_____ 2017,

Signature:

Title: _

If your clection above is TO participate in the proposed Lea 7 Federal Com 2H well, then:

Realeza Del Spear. LP clects TO be covered by well control insurance procured by Cimarex
Energy Co.

Realeza Del Spear. LP elects NOT to be covered by well control insurance procured by Cimarex
Energy Co. and agreces to provide Cimarex Energy Co. with a certificate of insurance prior to
commencement of drilling operations or be deemed to have clected to be covered by well control
insurance procured by Cimarex Encrgy Co.

Well Proposal — Lea 7 Federal Com 2H




CIMIARE, Authorization For Expenditure

AL ProspeEk oL pied Name
NEW MEXICO BONE SPRING
PROS (LEA)

BT Y TN o S
301471-300.01

Yocation

mv.mnmwssmwvm
New Mexico

3 o 18]

|Original Estimate N X 15,507°
Revised Estimate 10/18/2017 01/17/2018 3rd Bone Spring en
Supplemental Estimote 11,030

ERlcDescription.

Drifland complete 3 horizontal test, Drill to 1780 set surface casing. Drll 1o Drill to 5720 set intermediate casing, Drill o 10553’ (KO). Orill curve at 12+/100' it
build rate to «/- 0 degraes and11030' TVD and drill a «/- £120' long lateral in the bone spring formation. Run and cement production liner. Stage frac in stages. Dritl
out plugs. Run production packer, tubing and GLVs.

Drilling Costs : /
ion Costs [ Y $2.707.799

Jotalintangible Costs 31888000 33,700,729 2
(Eongibies !
well Equig $257,000 $373,000 | $630,000 |
|tease Equipment $1.618.377 | $1,618.377 ]
JoulTaogbleWellcent $257,000 $1,991,377 52208377

[Phug and Abandon Cost | $0 [ 50 1 30 ]
Total well Cost $2,155,000 $5,699.176 e SLES4,176

Cor‘rr"r Sonwe S 4k § N
1. All tubulars, well onnse euulnmcm is pﬂcca b-/ cons and c:ws guidelines using the mstoric Pﬂoe Mumpucr

uuusmmmmm anmmmgmmm.wxwumdwomoﬂmnmw procured by Op ar so

leng as C conducts I and to pay your prorated share of the premiums therefore. If you elect to purchase your ewn well control insuranca,
you must provide a certificate of such insurance acceptakle to Operator, as to form and limits, at the time this AFE 15 returned, if available, but in no event later than

c ement of drilling ions. You aprec that failure to provide the certificate of insurancs, as provided herein, will result in your being covered by insurance |
procured by Oparator.

__ lelect o purchase awy own well control insurance pelicy.

Well control insurance protured by Operator, provides, among other terms, for 520,000,000 (10082 W.1) of Combined Single Limit coverage for well control and
retated redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 (10022 ..} deductidle.

‘«“ .JTI’Jﬁm"!&‘ L NS g, N v s ‘..’,\g“ UGt Ay b - E R s - 5 e I
Cimarex sells its gas under arm's-length contracts \.mh third party purchasers. Such contracts may include fees. In addulon, penalues may be hcmed for insufficient |
volumes delivered over time. Should you cheose to markat your share of £as with Cimarex, you will b2 subjact to all of the terms of such conteacts. Upon writte ‘

quest to Cimarax's ing Oepartment, > said. Failure 12 make an elaction ba!
":‘m!l be deemad an elagtion 10 markat your (3

wea will share with you the terms and condditions pursuant to which ga
th Cimarex undar tha teemis and &

: | elect to take my £as in kind,

[ 1elect to market my gas with Cimarex pursuant to the terms and conditions of its contract.

il shiaE <

The above costs are mwy :md anticlpote (muble lree npemionx without any foreseeable change in plans. 'rhe actnal msmw exceed the estimated costs
without affecting the authorization for expenditure herein granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of actual
lepal, curative, regulatery and well costs under term of the joint operating apreement, regulatory order or other applicable agreement covering this well. |

\Brepared byt s s . el Dllin LompletionManager. e o oo i it ReRionalManarees

12/2017 13:04 AN




C/IMARE, ‘ Project Cost Estimate

Lease Name:
A
D

Roads & Location Preparation / Restoration 0IDC.10d $120,000 STIAL200 $5,000
Damuaes 0IDC.105 $10,000)
|Mud / Fluids Charges DIDC.285 $100.000! STINSS £14,000
|Oov Rate_ 2025 [o50ms | 350 [ACP Cays & ] 51800000 [Fer v | pioctas $383,000] ciecaa0 $63,000

Misg Pr C@thlr, rat hole, peds, pile clusters, misc.) DIDC.120 $25,000!

fits DIDZ.128 $55,000] cicctas 50| srmsas <0
Fuel | $2.25 |PerGatlion | unauns [Sations rer Day DIDC.13S $52.000] p:cca30 0
|ater for Drilling Rig / Completion Fluids (Not Frac Water) ey $3,000] oicc1as 0| st 53,000
Mud & Additives DIDC.345 $80,

Surface Rentals DIDC.150 $54,000] oiccass $0| smatiso $57,000
Dewnhole Rentals DIDC.15S $124.000 STIM.125 $0!
Formation Evaluation (DST, Conina including evoiuation, GE&G Services) DIDC 160 S0 STIM.150 50
lud Loaaing |__15s0fosv:@] $120000freroar | oiocam $24,000

Open Hole Loaging OI0C.180 S0/

Cementing & Floot Eguipment DiDC.188 $100,000] oiccass $85.000|

Tubuler Inspections DIBC.190 $20,000| picc.ae0 $5.000| smataco $2.000
Cosing Crewws _DibCass $10,000| _picc.68 $20,000|_swwa.1cs $0
Extra Labor, Welding, Etc. D:DC200 $15,000| picc.170 $5,000| stua.170 $0)
Lend Tronsporation (Trucking for tanqibles) CiDC.205 $15,000| oicc.a7s $10,000|_smm.17s $2.000
|Supervision | $0.00 [rer 0av | oiceaso $105,000| picc1s0 su.oml SIS0 $43,000
Trailer House / Camp / Caterina DIDC.280 $18.000] c:ccass $2,000] smaase $5.020
Other Iiisc Expenses BIDC220 $5.000| orecase 30| smiso 50
Overhead DIDC22S 10,000] oiccass $5.000

Remnedial Cementing DIOC333 30 STIM215 $0
| MOB/DEMOB DIDS240 $200,000,

Directiona! Drilling Services DIDC.245 $115,000|
Crome for G

Sofids Control DIDC.2€0 $59,000|

Well Control Equip (1 Sves.) DIDC.2¢S $71,000| picc.ass S0|_smamas0 $16,000
Fishing & Sidetrack Operations DIDC270 S0| oige2as S0 smaass $0!
Comaletion Rig STM.L1S $5,000
Ceil Tubing STIM260 583,000
Completion Logaing, Pm:nn, WL Units, WL Surveys STIMI00 $54,000
Composite Plugs STIMISC $26,000
Stimuiation Pumping Choraes. Chemicais, Additives, Sand STIM21C $1,567.000|
Stimulation VWater / Water Tronsfer / Woter Storage STIVL395 $285,000|
Citmarex Cened Frac / Rental Equipment STIAL205 $20,000
Legal / Requlatory / Curative D13C.38) 510,000/

\well Control insurance | $0.35 |per Foot DIDC.388 $5,000

Contingeney 8.0 | of Driling totanmibl-s DIDCAZS $50,000| oicc220 $10.000] sna30 $110,000!
Construction For Flow Lines

Construction For Scles P/L
Total Intangible Cost — $1,898,000 $219,000 01.000
R e e B o sl
Casing Feet

Drive Pipe 9_—!

Conductor Pige 0.00

Watar String 0 B.E

B na 13.375 1780.00

if e e Casing 2 9.625 $720.00

Intermedicie Casing 2 0 0.00

Drifling Liner 4] 0.00

Production Casina or Liner 5.5 15507.00 DWEALC $242.000|

Production Tie-Back |0 0.00 DWEALES $0| stmarzol
| Tubing 12.375 10850.00 STIMT.105

Welincod, Tree, Chokas $30,000] oweaszs | $30,000| star.230 $25.000
Liner Hanaer, Isolation Packer S0| oweA s $0

Pacier, Nipples 400 $15,000
Pumping Unit, Engine STIAT.238 $0
Downhole Lift Eguipment (BHP, Rods, Anchors, ESP, GVLs, PC Pump) STIMT.A10 $12,000
N/C Lease

Tanks, Tanks Steps, Stoirs

Sattery (Heater Treoter, Separator, Gas Treating Equipment)

Serondcry Contoinments

Overhead Power Distribution [eiectric line to focility)

Faziiy Electrical & Automation

SWD Connection

Flaw Lines fLine Pipe from wellheed 19 central fecility)

|Pipeline to Sales

Meters and Metering Equipment

Total T:HE

|PEA Costs | ciocass |

Total Cost

5/12/2017 10:04 AM




CIMARE, Project Cost Estimate

Lease Name:
&l n
Roods & Location Preparation / Restoration con.300 $77.500| pcom.100 $15,000/ $227.500
[Damaacs | conses $14,819 $24,819
Mud / Fluics Disposal Cherges PCOM.255 $26,000 $140,000
Day Rate i DHoavs | 350 [Ace Days @ | 518.000.00 [er Day $446,000
idisc Preparation Cost {mouse hole, rat hole, pads, pile clusters, misc.) $25.000
Bits POOM.128 SO $55.000
Fugi | $2.25 |Per Golion | unttuas [Gations Fer Doy PCOM.130 $62,000
mref for Drilling Rin / Compiction Fluids (Not Frac Water) PCOM.135 50| $6.000
Liud & Additives $80,000
Surface Rentais CON.240 $16,300| pcon.140 $36,000 $163,300
D; Rentaols PCON.145 $0 $124,000
I (DST, Corina includi Js G&G Services) $0
\ug Loaaing | 1580 |Devs@| $1.200.00 |rer Doy $24,000
[Cpen role Loggina 50
Cementing & Float Equipment $185,000/
Tubular inspections PCOM.160 SO/ $27.000
Cosing Crews 30,000
[Extra Labor, Welding, £ic. conm | $430000| reomarm | 560,000 §510,000
Land Transporetion (Trucking for tangitics) CON.275 $20.000] Peos.ivs $0 $47.000
Suservision | $0.00 [rerDay | conass $55.650| reom.1s0 SO 217,650
Trailer House / Camp / Catering 000/
Cther Misc Expenses CON.190 $0| Pcom.190 S0| $5,000
Cverhead $15.000
Remedicl Cementing PCCILILS S0 $0
,000
Directiongl Driking Services $115,000
Crane for Construction Con.230 $0 $O
ids Control X
Well Control Equip (Snubbing Svcs.) PCOM.240 £9 $87.000
Fishing & Sidetreck Operations PEOM3S 50| so|
Compiction Rig PCONLILS S0 $9,
Coii Tubina PCOM.260 S0 ,000
Comoietion Loaning, Perforating, Wi Units, Wi Surveys PEON.200 $0 000
C Plugs PCOM.390 $0 $28,
Stimulation Pumping Charaes, Chemicols, Additives, Sand PCOM210 SO $1,567,
|Stimulation Woter / Water Transfer / VWater Storcge $285.000
Cimarex Owned Frac/ Rente! Equipment $20.000
tenal / Reaulatory / Cutative CON3CD 50 $10,000
\Well Control Insurance | 3038 |rerroot 45,0001
Continaency 1 $.0 | of Drilling intangibles C0N.230 $242.030] peom220 $6.850] $458,880
Construction For Flow Lines CoN30 $187.650, $187.650/
Construction For Sules P/L CON.268 $0i $0
Total Intai Cost $1,043.949 $143,850 605,799
Jotal intangible Cost A
SIAl guipm
Casing Size feet 5/ Foot
Drive Pipe P 000! S0.00
Conductor Pige 0 0.00 | .00
Woter String 0 0.00 $0.00
Surface Casing 13375 1780.00 $31.00
Czring ! 9.625 5720.00 $30.00
’.:_m:cmmc Losira 2 Q0 0.00 50.00
Crililng Liner 0 0.00 50.00
Production Casing cr Liner 55 15507.00 | 351500
Frodurtion Tie-5ock 0 0.00 $0.00
| Tubsiney 2.375 105650.00 $4.00 PEOMT.108 S0
Welihead, Tree, Chokes
Lingr Hanger, Isolation Packer
Packer, Nipples PCOMT.400
Unit, Engine PCOMT.405
Dawnhole Lift Equipment (BHP, Rods, Anchors, ESP, GVLs, PC Pump) PCOMT.A10 50
W/C Lease CONTADD $226.500
Tanks, Tonks Steps, Stairs CONT.AQS $79,5C0! §79.500
IEa:un- {Heater Treater, Separator, Gos Treeting Eguipment) CONT.A10 $338,000 000
|Secondary Containments CONTALS | $125,000
Qverhaad Power Distribution (electric line to facility) CONT.A20 $86,800
Faciiity Electrica! & Autometion CONT.E2S $143.500
SWD Co : CONT.A30 $408.732
Fiow Lines (Line Pipe [rom welihead o central facility) CONT.425 | $82,775
|Pinetine to Sales coNTAdD s
ieters and lietering Equipmen? CONT.288 $126.170
TomlTangibles e
[PaAcosts [ s
Total Cost ~ $2,662,326

5/12/2017 10:04 AW




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

APPLICATION OF CIMAREX
ENERGY CO. FOR A NON-STANDARD
OIL SPACING AND PRORATION UNIT
AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO.

CASE NO. 15756

AFFIDAVIT

STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )
Jennifer L. Bradfute, attorney in fact and authorized representative of Cimarex Energy

Co., the Applicant herein, being first duly sworn, upon oath, states that the above-referenced

Application was provided under the notice letter and proof of receipt attached hereto.

SUBSCRIBED AND SWORN to before me this 1st day of August 2017 by Jennifer L.
Bradfute.

My commission expires: (2-01-19

vav"(
OFFICIAL SEAL
Zina Crum g

Aic)5 NOTARY PUBLIC
voxy/  STATE OF NEW ME;(ICO

>t
My Commission Expires:

-

EXHIBIT

|y




Cimarex Application Notice

Lea 7 Federal Com 2H
Mailed June 29, 2017

Parties to be Pooled CERTIFIED NO.

AOG Mineral Partners, Ltd. 7012-2210-000-0348-2646
P.0. Box 1015 07/13/17
Midland, Texas 79702

Rhoades Oil Company 7012-2210-000-0348-2653
P.0. Box 2673
-Midland, Texas 79702

M. Dion Lowe 7012-2210-000-0348-2660
7801 Espanola Trail 07/10/17

Austin, Texas 78737

John E. & Helen M. Kennann Family Trust, 7012-2210-000-0348-2677
created January 13, 1994 07/10/17

Attn: William H. Kennan, Trustee
1430 Soquel Ave.

Santa Cruz 95062

Realeza Del Spear, LP 7012-2120-0004-6168-2035
P.O. Box 1684 07/14/17
Midland, Texas 79702

Charles Kenneth Moore
18326 E. San Ignacio Ct.
Gold Canyon, AZ 85118

7014-2120-0004-6168-2042
07/06/17

The Long Family Trusts

Larry P. Long, Managing Trustee
118 S. Kilgore St.

| Kilgore, Texas 75662

7014-2120-0004-6168-2059
07/10/17

Lowe Family, Ltd.
P.0. Box 53775
Lubbock, Texas 79453

7014-2120-0004-6168-2066
07/07/17

Vora Lowe Hartley Mineral Trust

7014-2120-0004-6168-2073

600 W. lllinois Avenue
Midland, TX 79701

Attn: Teddy L. Hartley & Robert Thomas 07/05/17

Hartley, Trustees

P.O. Box 1024

Clovis, NM 88102

Offsets:

Marshall & Winston, Inc. 7014-2120-0004-6168-2080
P.0. Box 50880 07/07/17
Midland, Texas 79710

Legacy Reserves LP 7014-2120-0004-6168-2097
P.0. Box 10848 07/13/17
Midland, TX 79702

COG Operating, LLC 7014-2120-0004-6168-2103
One Concho Center 07/05/17




15, cefvery adcess ifforert from am 17 1 Yes
.} YEB, enter delivery axidress -8

Legacy Reserves LP
P.O. Box 10848

Midland, TX 79702
Cimarex §2762-0154

lpsm3811 .unyzm

:_;'.;f'.-_PO Box 2168

U.S. Postal Service™
CERTIFIED MAIL® RECEIPT

Domestic Maii Only

For delivery information, visit our websile at www.usps.com™.

OFFICIAL USE
rosege [ G 277

Certified Fes

Return Receipt Feo H
{Endorsoment Roaquilred) {
(Eesrcod Ooen s Nt

s Legacy Reserves LP

P.O. Box 10848

Sives Midland, TX 79702 ..
or PC Cimarex 82762-0154

7014 2120 0004 blk8 2097

PS Form 3800, July 2014 See Reverse tor Instructions
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AOG Mineral Partners, Ltd.
P.O. Box 1015

Midland, Texas 79702
Cimarex 827620154

Dlnsuroduall Ucolbdonbeﬁnw

EE].D DDDD 03'{8 chib:;

sy TP

ees Pail]

T (ISPS .,
= P@mﬁ'ﬂu{;’fm‘ e ’_

Jennifer L. Bradfute E

“‘Modrall Law Firm
: PO, Box 2168 .-
| i-Albuquerque,

U.S. Postal Servicew
CERTIFIED MAIL..

NM 871 oa L

RECEIPT

{Domestic Mail Only; No Insurance Coverage Provided)

For delivery intormation visit our website at www.usps.com::

OFFICIAL USE

s 27

Postage

Centflied Feo
Retum Recelpt Feo
{Endorsement Requirad)

Restricted Delivery Fee
{Endarsement Roquired)

Tot

AOG Mineraj Partners, 14,
P.O. Box 10}5

Midland, Texas 79702
Cimnrex 82762-0154

7012 2210 0000 0348 2kY4b

nsiructions
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.. Anlcthde

Realeza Dej Spear, LP
P.O. Box 1684

Midland, Texas 79702
Cmnrex 82762-0184

4 PS Fom 381 1, .luty 2013 .

Jdennifer L. Bradfute
Modtal,l. Law -Fl,[.m

U.s. Posta Servic
CERTIFIED MAIL“ RECEIPT

Domestic Mail Only

For delivery information, visit our v cbsite at wwiw.usps.com©.

OFFICIAL USE
Pomesé_,z:z

Return Recelpt Fi
(Endorsemant R, r:l?

Restricted Delivery Feo
(Endomemem Requirad)

Realeza Del Spear, LP —_—
P.O. Box 1684

Midland, Texas 79702
Cimarex 82762-0154

704 P20 0pOY L1LS 2035

PS Form 3800, July 2014 i Sec Reverse for Instruttions .




Hartley, Trustees
P.O. Box 1024 / Clovis, NM 88102

n'\-."“:‘\ "(\‘-l AR ?ll v

-7h14 axad'uuuu L1E& 2073

E '."--'.'.EPO Box 2168 i
'.-.Albuquerque. NM 87103

U.s. otal
CERTIFIED mAIlL® RECEIPT

Domestic Mail Only

For delivery information, visit our website at wwiv.usps.com®,

OFFICIAL USE
posage (8 G . )7

Certified Fea ) Al g ™ &

Retum R F RO - : H
(m%mw o) N . " Hore ! ‘,;,
Restricted Delivery Foo ) % n d
(Endonunmrmmd). B ’ (1;) \ s (

Tl
Vora Lowe Hartley Mmerﬁl T nlst
Attn: Teddy L. Hartley & Robert Thomas
Hartley, Trustees

¢i P.O.Box 1024/ Clovis, NM 88102 ...,
Cimarey RIT6INIKA

S Form 3800, July 2014

7014 2120 000Y bLLLB 2073

LR

See Reverse for Instructions




.....

COG Operating, LLC
. One Concho Center
' 600 W. Nlinois Avenue
Midland, TX 79701
‘Cimarex 82762-0154

IBERE
IREREE:

P4

Jennifer L. Bradfute
‘Modrall Law Firm
PO.Box 2168 -
NM 87103

u.s. Postl T
CERTIFIED MAIL® RECEIPT

Domestic Mail Only

For delivery information, visit our website at www.usps.com®.

OFFICIAL USE
PmeaSG-?-Z -

Certifiod Foe

Retumn Receipt Fes
(Endiorsament Raquired)
(Endorsament Pamiess 4
"
COG Operating,"L:
One Concho Cen \ﬁ:_N
600 W. Ilinois Avenue

7014 2120 0004 LlLk8 2103

Cimarex 82762-0154

RS Form 3800, Juty 2014 See Reverse for Instiuctions

Midland, TX 79701 e
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SENDER: COMPLETE THIS S

1Charles Kenneth Moore
18326 E. San Ignacio Ct.

1d Canyon, AZ 85118
Go Cimare):x 82762-0154

03 'u. '17

g o1 H

FIrst-élaSS Ma[l

] Sgstage & Fees Paid
{ Permit No. G-10

ey

* Sender Please pnnt your name address, and ZlP+

“Jennifer L. Bradfute
‘Modrall Law Flrm '
"PO Box 2168

U.S. Postal Service™

CERTIFIED MAIL® RECEIPT

Domestic Mail Only

For delivery information, visit our website at wiww. usps.comt

OFFICIAL USE

Postage | 8 6-77

Certified Feo

Retum Roeolpt Fes
{Endoresment Required)

Restrictad Defivery Feg .
(Ei:iorsement Raq'zlred)

7014 2120 000Y4 Llk8 2042

PS Form 3800, July 2014

See Roverse tar Instructions




Marshall & Winston, Inc.
P.O. Box 50880

Midland, Texas 79710
Cimarex 82762-0154

'EE _ Er Pleasepnnt yournameaddress and ZIP

‘Jennifer L, Bradfute
| ‘Modrall Law Firm

querque, N

U.S. Postl Servic
CERTIFIED MAIL® RECEIPT

[ ]
g Domestic Maii Only
[1* W For delivery information, visit our website at www.usps.com®.
af OFFICIAL USE |
i :
A Postage | § 6 '77
= i
o | Retum Recelpt Feo H
o (Endotsement Required) j i
8 ‘Ea-n-wadoelwerngg__'_ ———— : !
by SURFTERS:
Marshall & Winston, 1nc. [

* _P.O. Box 50889
a Midland, Texas 79710 e
rn~ Cimarex 82762.0154

chy s e . e

PS lorm 3800, July 2014 See Reverse {or instructions
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Lowe Family’ Ud_e IR

51 AL 8 e o SN s e N

P.O. Box 53775

| ubbock, Texas 79453
Cimarex 82762-0154

First-Class Mal

Postage & Fees Pald
UsPs -

1 Permit No. G 10

Jennifer L. Bradfute
Modrall Law. Fir
PO.Box 2168 .- -
Albuquerque ,NM 87103,

i this boxe.

U.s. Posta Service”
CERTIFIED MAIL® RECEIPT

Domestic Mail Only

For delivery tnformation, visit our website ot www.usps.com™.

7014 2120 000Y blk8 20kb

~arm 3800, July 2014 See Reverse tor Instructions




JDELIVERY

teated January 13, 1994
Aun; William H. Kennan, Trustee
1430 Scquel Ave. / Santa Cruz 95062
I 2762-0154

JohnE. & %clen M. Kennann Family Trust,

T

D348 2L77

S e T
D FILLT

S A

+ Sender: Please print your name, add

ennifer L. Bradfute
Modrall Law Firm
PO.Box 2168 i
Albuguerque, NM 87103

Uu.S. Postal Serviceu:
CERTIFIED MAIL.. RECEIPT

(Domestic Mail Only; No Insurance Coverage Provided)
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MODRALL SPERLING

LAWYTCELRS

June 29, 2017

VIA CERTIFIED MAIL

RETURN RECEIPT REQUESTED

Re: APPLICATION OF CIMAREX ENERGY CO. FOR A NON-
STANDARD OIL SPACING AND PRORATION UNIT AND
COMPULSORY POOLING, LEA COUNTY, NEW MEXICO.

Case No. 15756
TO: POOLED PARTIES AND OFFSETS

This letter is to advise you that Cimarex Energy Co. (“Cimarex™) has
filed the enclosed application with the New Mexico Oil Conservation Division
seeking the creation of a non-standard 160-acre, more or less, spacing and
proration unit in the Bone Spring formation, comprised of the E/2 W/2 of
Section 7, Township 20 South, Range 35 East, NMPM, Lea County, New
Mexico; and, pooling all mineral interests in the Bone Spring formation
underlying this proposed non-standard spacing and proration unit for the
development of the Lea 7 Federal Com 2H.

This application has been set for hearing before a Division Examiner at
8:15 a.m. on July 20,2017. The hearing will be held in Porter Hall in the Oil
Conservation Division’s Santa Fe Office located at 1220 South Saint Francis
Drive, Santa Fe, New Mexico 87505. As a party who may be affected by this
application, we are notifying you of your right to appear at the hearing and
participate in this case, including the right to present evidence either in support
of or in opposition to the application. Failure to appear at the hearing may
preclude you from any involvement in this case at a later date.

Pursuant to Division Rule 1208.B, you are further notified that if you
desire to appear in this case, then you are requested to file a Pre-Hearing
Statement with the Division not later than 5:00 PM on July 13, 2017, with a
copy delivered to the undersigned.

Sincerely,

Jennifer L. Bradfute
505.848.1845

Fax: 505.848.1682
Jib®modrali.com

Modrall Speriing
Roehl Harris & Sisk P.A.

Bank of America Centre
500 Fourth Street NW
Sulte 1000
Albuquerque,

New Mexico 87102

PO Box 2168
Albuquergue,
New Mexico 87103-2168

Tel: 505.848.1800
www.modrall.com




Affidavit of Publication

STATE OF NEW MEXICO
COUNTY OF LEA

|, Daniel Russell, Publisher of the Hobbs
News-Sun, a newspaper published at
Hobbs, New Mexico, solemnly swear that
the clipping attached hereto was published
in the regular and entire issue of said
newspaper, and not a supplement thereof
for a period of 1 issue(s).

Beginning with the issue dated
July 05, 2017

and ending with the issue dated
dJuly 05, 2017.

Publisher

Sworn and subscribed to before me this
5th day of July 2017.

becooin (Gt

Business Manager

T OFFICIAL SEAL
GUSSIE BLACK
Notary Public

; \co
veoiJ  grate of New Mex

% My Commisston EXV'I‘BJ—'&iﬁ :

This néwspaper is duly qualified to publish

legal notices or advertisements within the

meaning of Section 3, Chapter 167, Laws of
1937 and payment of fees for said

A0 BASEHS MARaR T

01104570 00186032
DOLORES SERNA

MODRALL, SPERLING, ROEHL, HARRIS &
P.0.BOX 2168

ALBUQUERQUE, NM 87103-2168
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3" Bone Spring Sand Cross-Section
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34 Bone Spring Sand Net Pay Map
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Lea 7 Fed 2H Wellbore Diagram
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