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l OPERATING AGRELMENT

2 THIS AGREEMENT. entered mto by and berween CIMAREX ENERGY CO

3 hereinafler designated and referred 1o as "Operator,” and the signatory party or partics other than Operator, sometimes
4 hereinalter referred to individually as “Non-Operator,” and collectively as "Non-Operators "

5 WITNESSETH:

6 WHEREAS, the parties to this agreement arc owners of Oil and Gas Leases and/or Onf and Gas Interests n the land
7 denufied in Exhibit "A* and the pasties hercto have reached an agreement 1o cnplore and develop these Leascs end/or Oil
8  and Gas Interests for the praoduction of Out and Gas to the eatent and as hereinafier provided,

9 NOW, THEREFORE, it 1s agreed as follows
10 ARTICLE L.
11 DEFINITIONS
12 As used 1n this agreement, the following words and terms shall have the meanings here ascribed to them:
13 A The term "AFE" shall mean an Authonty for Expenditure prepared by a party to this agreement for the purpose of
14 cstimating the costs to be incurred in conducting an operation hereunder,
15 A 1 The term “Afiliate” shall mcan 2 company, partnership_other lepal entity or individual which controls, 15 conitolled by, or
16 which 15 under common control by an entity or individyal which controls 2 panv 19 thig'agreement _“Control” means the ownership dircctly

17 orandirgeily of more than 50% of the shares or voting nghts in a companv, partnership or legal ¢ntity, and, in the gase of an individual

18 means the shibity to sigmificantly influence or direct the decision-making or acuvitics of another

19 B The term “Compliction” or "Complcte” shall mean a single operation intended to complele & well es a producer of Oil
20 and Gas n onc or morc Zones ncluding, but not hmited to, the sctung of production casing. perforatng. well stimulation
21 and production testing conducted in such operation

22 C  The term “Contract Area” shall mean all of the lands, Oil and Gas Leases and’or Oil and Gas Interests intended 10 be
23 developed and operated for Od and Gas purposes under this agreement  Such lands, Oil and Gns Lesses and Oil and Gas

24 Interests are described in Exhibit *A

25 D The tem "Deepen” shall mean 2 single operation whereby a well is dnlled to an objective Zone below the deepest
26 Zone in which the well was previously dnlled, or below the Deepest Zone proposed 1 the associated AFE, whichever 15 the
27 esser, “Decpen”, as used 1n_conjunction with horizontal dnlling, shall mean a single operation whereby a well is drilied to a dstance
28 beyvond the horizontal distance to which the well was previously drilled, or beyond the jota) horizontal distance proposed wn the associated
29 AFE,

30 E  The terms "Dnlhng Party" and "Consenuing Paty” shall mean a party who agrees to join in and pay its share of the
31 costof any operation conducted under the provisions of this agreement.

32 F The term "Drilling Unat™ shall mean the area fixed for the dnilling of one well by order or rule of any state or federal

22 _ _body_having_muthonty __If a_Drilling_Untt_is_ not_fixed_by_sany such_rule_or_order, _a_Driliing_Unit_shall be_the_drilling unit_as.
34 established by the pattern of dniling in the Contract Area unless fined by express agreement of the Dnlling Parties

35 G The term “Dullsite® shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well 15 to be
36 Jocated

37 H The team "Imtial Well" shall mean the well requsred to be dritfed by the parties hereto as provided in Article V1 A

38 I The term "Non-Consent Well” shall mean & well in which less than all parties have conducied an operation as
39 provided m Article VLB 2

40 J. The terms "Non-Drilling Party” and "Non-Consenting Party” shall mean a party who elects not to parucipale tn a
4 proposed operauon,

42

K The term "Qif and Gas™ shall mean oil, gas, casinghead gas, gas condensaie, and/or all other hquid or gascous
hydrocarbons end other markctable substances produced therewath, unless an intent to hmut the nclusiveness of this term 1s
&4 specsfically stated

43

45 L The term "Od end Gas interests” of “Interests™ shall mean unlcased fee and mineral interests in Oil and Gas in vacls
46 ofland lying within the Contract Area which are owned by parties to this agreemaat
47 M The tenns "Oil and Gas Leasc,” "Lease” and “Leasehold” shall mean the ot and gas eases or interests therein

8

9 N The term "Plug Back” shall mean & single operation whereby a deeper Zone s abandoned in order to atempt @
30 Completion in 8 shallower Zoae
51

covering tracts of land Iying within the Contract Area which arc owned by the parties 1o this agreement.

oo

O The term "Recompletion” or "Recomplete™ shall mean an operation whereby @ Completion in one Zone ts abandoned
52 10 order 10 attempt a Completion in a different Zone within the existing wellbore

53 P The term "Rework”™ shall mean an operation conducted in the wellbore of a well afier 1t 1s Completed to sceure,
54 restore, or improve production 1n a Zone which 1s currently open to production in the wellbore.  Such operauons include, but
55

are not hmited to, well stmulation operations but c\clude any routine fepair or maintenance work or driliing. Sidetracking.
36 Deepening, Completing, Recompleung, or Plugging Back of a well,
57 Q The term "Sidetrack” shall mean the dircetional control and ntentiona! deviation of o well from vertical so as 1o

change the bottom hole location unless done to straighten the hole or drill wound junk in the hole to overcome other
39 mechamical difficulues.

60 R The term "Zone™ shall mean a stratum of carth containing or thought to contain a common accumulation of Oil and
6t
P Gas scparately producible from any other common accumulation of Oit and Gas  The lerms “Injvial Objecive” or “Objective Zone™, when

used in conjunction with honizontal drilting, shall mean afier drilling to a verucal depth of approximately 11,000 fectora depth sufficient to

63 test the Bone Spning Formation, whighever is less, a honzontal distance which Oncrator deems advisable, or as 15 more particularly set out
64 or proppsed in the associated AFE.

65 Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person” includes
66 natural and aruficral persons. the plusal includes the singular, and any gender includes the masculine, feminine, and neuter

67 ARTICLE 1.

68 EXHIBITS

69

The following exhibits, £$ indicated below and attached hereto, arc incorporaicd 1n and made a part hereof
70 X A Exhibit "A." shall include the followtng informanon
ol (1) Deseniption of fands subject to this agreement,

72 (2) Restricuons, 1f any. as lo depths, formations, or substances,
73 (3} Paruies 1o agrecment with addresses and telephone numbers for notice purposes,
74

(4) Percentages or fractional interests of parties to this agrsement,
1.
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(5) Or! and Gas Leases and/or Osf and Gas Interests subjzct 10 this agreement,
{6} Burdens on production

X__ B Exhibit "B." Form of Lease

X__ C Exhibit "C."” Accounting Procedure

X

D. Exubn "D,“ Insurance

X E. Exhibt “E.” Gus Balancing Agrez=ment

X __ F. Exhibit “F." Non-Discrimmation and Certification of Non-Segregated Facilities
C_X_:‘kh)‘l‘"‘rn P kr
X H cr. Regording Supplemant 1o Qperating Agreement and Finanzing Statement

Continued on next Page 2
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OPERATING AGREEMENI
HHIS AGREUMENT, entered oo by and lx‘{.(\wcn _ __CIMAREX UNERGY CO_

hervinalter designated and referred to as "Operator,” and  the signatory  party o1 patties other than Operator,  sometsmes

hervinafter referred 1o individually as "Non-Operator "jand collectively as “Non-Operators -
WIINESSETH

WHERTAS, the parhies 0 this agreement are owners of Oil and Gas Leases and/or Osl and Gas Interests i the Tand
wentified m Lviubie "A" and the parties hereto (have reached an agreement 10 explore and develop these Leases and/or Onl
and Gas Iniuiesis tor the production of On and Gas 1o the extent and as heresnafler provided,

NOW, THUREFORL, s agreed as follows
; ARTICLE 1,
DEVFINITIONS

As nsed i this agteement, the following words and [erms shall have the meanmgs here ascnbed w then

A The term "ATE" shall mean an Authority for Expendrture preparcd by o party o this agreement for the purpose of
estimating the costs 10 be incurred 1 conducting an operation hereunder

nirofs, 15 controlled by, or

means the ownership directly

A The term A lfihate” shall mean a company, patinership, other fegal entity ot indivi
mpany.f
preement

whie
or_mdirectly of more than $0% of the shard
Iy anfluence or direet the deeision-matang or activities of another_

der common control by an entity or indsvidly Wavhich controls a party to this

voui_nehis g company, parnership_or_ legal entity, and, i the case of_an ndvidual,

)i

1s the abufity (o sigmitie,

B The term "Completon” or "Completel’ shall mean a smgle operation mtended to complee a well as a producer of Osl
and Gas moone or more Zones, medudimg, but not limited 1o, the settmg of production casmg  perforaung, well stimulanon
and production testing conducted in such operation

C  The term "Contract Arca” shall meanfall of the lands, Ot and Gas Leases and/or Oif and Gas Inferests intended (o be

developed and operated for Oil and Gas purposes under thie agreement — Such Tands, Ol and Gas Leases and Onb and Gas

|
D The term "Deepen” shall mean a ilriglc operation whereby a well 15 dnlled o an objective Zone below the deepest

Interests are deserntbod in Kahibir

i
Zone mowhich the well was pievionsly drilicd, or below (he Deepest Zone proposed i the associated AT, whichever s the

i
lesser “Deepen”, as_used an_conupclion with honzontal drlhpg, shall mean o_smgle operation whereby a well 15 dnlled 10 a distance
Leeper U5 1_cong 51

heyond the honzental_distance_to which the well was_previously drilled, or beyond the tolal horizontal distance proposed in the associated
ALl

[ Ihe wrms "Drdhng Party™ and "Consentmy Party” shall mean a party who agrees to jom i and pay s share of the
cost ot any aperation conducted under the provisions of this aareement

i The tenm "Dallimg Una™ shall mean the area fined for (he dulling of one well by order or tule of any state or federal
body having authonity 1 o Drlhing Umt s not jfised by any such aule or order, a Dolling Umt shall be the dnlhng unit as
Gtablished by the pattern of dofling i the Contract /\r:ml unless fived by express agieenient of the Drilling Parties

G he wm "Dollsite” shall mean the JOd and Gas Lease or Ol and Gas Interest on which a proposed well 15 to be
localed

11 The term “Tmtal Well" shall mean the well regineed 1o be dnlled by the parties hereto as provided w Aricle VIA

I lhe toom "Non-Cansunt Well™ shall mean a well o which less than all parties have conducted an operaton as

provided in Article VIR 2
I The terms “Non-Dinlling Party” and, "Non-Consenting T'arty” shall mean 4 paily who elects not (0 participate m

moposed operation

|
K Ihe term Qi and Gis™ shall mean od, gas, casmghead pas, gas condensate, and/or all ather hquid or gaseous
hydrocarbons and other marketable substances produced therewsnth, uniess an mtent to imal the inclusiveness of this term 1§

spectfically stated I

L The term "Oil and Gas Interests” or MInterests” shall mean unleased fee and mmeral wtetests i O1l and Gas m tracts
of land Iyusg withm the Contiact Asea which are owned by parties to this agreemens

M The terms "Oil and Gas Lease, "1 ease” and "[:cnwlmi«i” shall mean the ol and gas leases or interests therem
covenng trauts of land Iying within the Contract Area wineh are ovwned by the parties to this agreement

N The term "Plug Rack” shafl mean a single aperation wherehy a deeper Zone s abandoned m order to attempt a

Completion m ashallower Zone !

O The term "Recompletion” or "Rumn:plus” shall mean an operation whereby a Completion 1 one Zone s abandoncd
in order 1o attempt a Complenon ina tilferent Zone w il]un the existing wellbore

P The twim "Rework” shall mean an ;opm.umn conducted 1 the wellbore of o well after 1t 1s Completed to secue,

restore, or mprove production moa Zone which ?i currently open to praductton i the welibore  Such operations inchude, but
are not limsted 1o, well stimulation operations but exclude any routme reparr or mamtenance work or dnlling, Sidetracking,

Deepemng, Completing, Recomplening, or Plugging Bich of o well

I

Q  the term “Sidetack”™ shall mean e disectional contrel and antentional deviation of a well from vertical so as 1o

ohiange the bottom hele location inless done to straighien the hole or drlt around junk m the hole ta overcome other
mechanieal difficuliies i
R The werm "Zone™ shall mean o stratum of carth contammg or thought to contain a common accumulation of Ol and

Gas separately producible from any othu common ad umulason of Onl and Gas The senms “imtial Ohjective * or “Objective Zone ', when
asedd in_conjunction with honzontal delhing, shall mean_after dodling 1o a verucal depth of approyimately 11,000 feet or o depth sufficient to
rest the Bone Spring Fotmanon, whichever is_less, a honzonto) distance winch Qperator deems advisable, or_as 15 mare particularly set out
or proposed n the_assoctated Al T l

Unless the context othenwise clearly mdicates, words used m the singutar include the plural, the word "person” mcludes
natural and ertifical persons, the plural meludes the miwgnl.\r, and any gender includes the masculine, fennime, and nenter
ARTICLEIL
| ENHIBITS
Ihe following exInbits, as indieated bulow :.md atiached heretn, are incorporated m and made a part hereol
( A Exlubit "AL" shall include the following information
(1) Deseription of Tands snbjeet to this :lchununl,
() Restrictions, «f any, as ta depths, fonmations, or substances,
(3) Partics to agrecement with addresses $11<1 telephone numbers for notice purposes,

i
(4) Percentages or lractional mierests of parties o this agreement,

o1
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l (3) Onl and Gas Leasces and/or O1) and G.’}lﬁ Interesis subject to (hs agreement,
4 (0) Burdens on production ]
. Cxhibst "B Torn of Leasce
. Cahubi "C Aecounting Procedure
¢ Cxtubit "1, Insnrance '

X Db " Gas Balaneing Agrecment
Z X £l "1 Non-Diserimmation and Ccr}nﬁc.nmn of Non-Segrepated Facihities
o O—Rohini2 G in-Rartnerslup- i
" X 11 Other Recording Supplenentio Operating, Agreanent and Dinancing Statement
1"
12 1 Continned on next Page 2
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