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Admitted in Idaho

June 24, 2019

Via Email and Hand Delivery

Mick Thomas, Administrator

Oil and Gas

Idaho Department of Lands
c/o Kourtney Romine

300 N. 6th Street, Suite 103

Boise, ID 83702

Re: Application of AM Idaho, LLC for spacing order and to integrate
unleased mineral interest owners in the drilling unit consisting of the SW Va of
Section 10, Township 8 North, Range 5 West, Boise Meridian, Payette County,
Idaho; lOGCC Docket No: CC-2019-OGR-01-002.

Dear Administrator Thomas:

Pursuant to Idaho Code §47-318, §47-320 and §47-328, AM Idaho, LLC ("Applicant"), hereby
applies for (a) a spacing order, and (b) an order integrating the mineral interests, in the drilling
unit consisting of the SW Va of Section 10, Township 8 North, Range 5 West. Boise Meridian,
Payette County, in which the existing Fallon #1-10 well is located.

A. Request for Spacing Order.

1. Size, shape and location of unit (Idaho Code ̂  47-318(2)):

Applicant requests a spacing order establishing a 160 acre spacing unit consisting of the SW 'A of
Section 10, Township 8 North, Range 5 West, Boise Meridian, Payette County, in which the
existing Fallon #1-10 well is located, consistent with the default drilling unit configuration for
vertical gas wells set forth in Idaho Code §47-317(3)(b). The configuration is depicted on the plat
attached hereto as Exhibit A. As set forth in the Declaration of David Smith attached hereto as

Exhibit B, based on the information currently available to Applicant, it is anticipated that the
requested unit will result in the efficient and economical development of the pool, and is not
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smaller than the maximum area that can be efficiently and economically drained by one well.

2. No more than one well and location of well (Idaho Code § 47-318(41):

Pursuant to Idaho Code § 47-318(4), Applicant requests that the order establishing the spacing unit
direct that no more than one (1) well shall be drilled to and produced from the common source of
supply for the unit, being the Fallon #1-10 well. Applicant requests that the order establishing the
spacing unit approve the Fallon #1-10 well in its existing location. The well is more than 330'
from the quarter section lines for the SW Va of Section 10, in conformity with Idaho Code § 47-
317(3)(b); as set forth in Permit to Drill #11-075-20032, the bottom hole for the Fallon #1-10 well
is 1134' from the west quarter section line, 1033' from the south quarter section line, 1596' from
the north quarter section line, and 1526' from the east quarter section line.

B. Request for Integration Order.

1. Name and address of the applicant (Idaho Code 47-320(4)('a)):

AM Idaho- LLC

16600 Park Row

Houston, Texas 77084

2. Description of the spacing unit to be integrated (Idaho Code § 47-32 l(4)(b)):

The SW Va of Section 10. Township 8 North, Range 5 West, Boise Meridian, Payette County. A
plat of the subject drilling unit is included in Exhibit A, attached hereto.

3. Geolouic statement concerning the likely presence of hydrocarbons (Idaho Code $
47-320f4)fcB:

The required geologic statement is contained in the Declaration of David M. Smith, attached
hereto as Exhibit B.

4. Statement that the drill site is leased (Idaho Code ̂  47-320f4)(dB:

The Declaration of Wade Moore 111, Senior Landman for Applicant- attached hereto as Exhibit
C, contains the required statement that the drill site is leased. No drilling activities will occur on
lands to be integrated.
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5. Statement of proposed operations for the spacing unit, including the name and
address for the proposed operator (Idaho Code $47-320(4)(eJ):

Pursuant to an existing drilling permit (Permit to Drill #11-075-20032), Applicant drilled the
Fallon #1-10 well in the SW 'A of Section 10, Township 8 North, Range 5 West, Payette County.
The well was drilled to explore for natural gas and hydrocarbon liquids.

The well has been tested and, as set forth in the Declaration of David Smith, is prospective for
natural gas and condensate. A gathering pipeline and processing facilities have been constructed
to the east of the well location. Right of way has been acquired for a gathering pipeline to
service the Fallon #1-10 well and the nearby Barlow #1-14 well. The pipeline is in advanced
design state and construction is anticipated to begin shortly. It is anticipated that operations at
the Fallow #1-10 well will be similar to the operations found at the previously drilled and
completed wells in the Little Willow area, such as the ML 1-3, ML 2-3. Kauffman 1-34, and
Kauffman 1 -9. There may be limited surface equipment at the well location such as a tank
battery, line heater and separator, with the well connected via gathering line to the existing
processing facility at Highway 30.

Operations will be conducted in compliance with IDAPA 20.07.02. Upon commencement of
production. Alta Mesa will submit production reporting, meter oil and gas, and submit an oil/gas
ratio report, as required by IDAPA 20.07.02.400-.406.

It is proposed that Applicant will be the operator of the unit.

6. Proposed ioint operating agreement and proposed lease form (Idaho Code §47-
320f4XF)):

A form of proposed joint operating agreement is attached hereto as Exhibit D. A proposed form
of lease is attached hereto as Exhibit E.

7. List of all uncommitted owners in the spacing unit to be integrated under the
application, including names and addresses (Idaho Code ̂  47-320(4VgT:

A spreadsheet listing the uncommitted owners to be integrated and their last known addresses,
keyed by tract number to the plat attached as Exhibit A, and including the tax parcel
identification for each tract, the net mineral acres owned for each owner by tract, and a resume of
efforts for each tract, is attached hereto as Exhibit F. There are eight uncommitted tracts, owned
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by six owners (the City of Fruitland is the owner of three tracts).

8. Declaration indicating at least fifty-five percent (55%) of the mineral interest
interest acres in the spacing unit consent the bv leasing: the operator has negotiated diliuentlv
and in good faith for a period of at least 120 davs prior to application for an integration order:
and uncommitted owners in the affected unit shall receive mineral lease terms and conditions

that are no less favorable to the lessee than those set forth in Idaho Code § 47-331(2) (Idaho

Code $ 47-320f6Jfa)-fc)'):

The Declaration of Wade Moore III, Senior Landman for Applicant, attesting to the fact that
more than 55% (specifically, approximately 65.1375%) of the mineral interest acres in the
subject spacing unit have been leased, is attached here to as Exhibit C. The resume of efforts
showing diligent and good faith efforts for a period of more than 120 days to lease the
uncommitted mineral owners is attached hereto as Exhibit F.

9. A declaration stating the highest bonus paid to a leased owner in the spacing unit
prior to filing the integration application (Idaho Code $47-320(4')(ifi:

The landman's Declaration attached as Exhibit C sets forth that the highest bonus paid in the
subject spacing unit by Applicant prior to filing the application is $100.00 per acre.

10. A resume of efforts documenting the applicant's good faith efforts on at least two
(2) separate occasions within a period of time no less than sixty (601 davs to inform uncommitted
owners of the applicant's intention to develop the mineral resources in the proposed spacing unit
and desire to reach an am-eement with uncommitted owners in the proposed spacinu unit. Provided
however, if any owner requests no further contact from the applicant, the applicant will be relieved
of further obligation to attempt contact to reach agreement with that owner. At least one (1) contact
must be bv certified U.S. mail sent to an owner's last known address (Idaho Code M7-32Q(4)(i)):

A resume of efforts for each uncommitted owner is included in the spreadsheet attached as
Exhibit F. As set forth in the Declaration of Wade Moore 111, owners were sent a certified

mailing to their last known address including an offer to lease and a proposed form of lease.
Certified mailing receipts are attached hereto as Exhibit 0. A copy of a sample of the form of
letter mailed to all known uncommitted mineral owners along with the proposed form of lease, as
indicated above, is attached to the Application as Exhibit H. Tract description and gross acres
were inserted in the letter as appropriate for each owner. Economic terms varied depending on
the owner and tract size. There were no unlocatable uncommitted owners.
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11. Proposed terms of integration (Idaho Code ̂  47-320f3)(aV(dll:

Applicant requests that the Department set this matter for public hearing and, after hearing issue
an Order that the drilling unit comprised SW Va of Section 10, Township 8 North, Range 5 West,
Boise Meridian, Payette County, be integrated and the currently uncommitted mineral interest
owners listed in Exhibit F be provided with the following alternatives:

(a) Working interest owner. An owner who elects to participate as a working
interest owner shall pay the proportionate share of the actual costs of drilling and operating a
well allocated to the owner's interest in the spacing unit. Working interest owners who share in
the costs of drilling and operating the well are entitled to their respective shares of the production
of the well. The operator of the integrated spacing unit and working interest owners shall enter
into a joint operating agreement approved by the department in the integration order.

(b) Nonconsenting working interest owner. An owner who refuses to share in
the risk and actual costs of drilling and operating the well, but desires to participate as a working
interest owner, is a non consenting working interest owner. Nonconsenting working interest
owners are entitled to their respective shares of the production of the well, not to exceed one-
eighth (1/8) royalty, until the operator of the integrated spacing unit has recovered up to three
hundred percent (300%) of the nonconsenting working interest owner's share of the cost of
drilling and operating the well under the terms set forth in the integration order. After all the
costs have been recovered by the consenting owners in the spacing unit, the nonconsenting
owner is entitled to his respective shares of the production of the well, and shall be liable for his
pro rata share of costs as if the nonconsenting owner had originally agreed to pay the costs of
drilling and operating the well. The operator of the integrated spacing unit and nonconsenting
working interest owners shall enter into a joint operating agreement approved by the department
in the integration order.

(c) Leased. An owner may enter into a lease with the operator of the
integrated spacing unit under the terms and conditions in the integration order. The owner shall
receive one-eighth (1/8) royalty. The operator of an integrated spacing unit shall pay a leasing
owner the same bonus payment per acre as the operator originally paid to other owners in the
spacing unit prior to the issuance of the integration order.

(d) Deemed leased. If an owner fails to make an election within the election
period set forth in the integration order, such owner's interest will be deemed leased under the
terms and conditions in the integration order. The owner shall receive one-eighth (1/8) royalty.
The operator of an integrated spacing unit shall pay a leasing owner the same bonus payment per
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acre as the operator originally paid to other owner in the spacing unit prior to the issuance of the
integration order.

Applicant's request for a 300% risk penalty is based on the following facts, which are set forth in
the Declaration of Wade Moore III, attached as Exhibit C to this Application:

(a) Applicant is bearing all of the expense necessary to bring organize the
spacing unit, drill the well, and bring it to production, including but not limited to title and
leasing, acquisition and interpretation of seismic data, the expense of creating and integrating a
spacing unit, drilling, testing and completion of the well, design and construction of processing
and transportation infrastructure, and administration of revenues and royalties for the life of the
well.

(b) The requested 300% risk penalty is consistent with the penalty for
nonconsenting working interest status under Applicant's joint operating agreement with its
operating partners; thus the requested risk penalty places those owners electing nonconsenting
working interest status on equal footing with Applicant's existing operating partners.

(c) The Fallon #1-10 well is a "wildcat" well in an area with limited
knowledge of and experience with the geology, entailing a higher degree of risk to Applicant
than a well drilled in a fully developed area.

(d) Specifically, the well targets a conventional sand defined by interpreted
seismic data. The area is not a "resource play" involving the development of a shale resource of
consistent depth and thickness over a large area, making targeting more technically complex and
higher risk. While initial testing of the well was promising and suggests the well will be
commercially productive, full production is necessary to fully determine its economics.

(e) The unit is located in an area lacking developed infrastructure for making
product from a successful well market ready and transporting processed product to market,
increasing the risk of development.

(f) Because of the frontier nature of the play in which the unit is located, well
service contractors are largely unavailable locally, and a drilling rig had to be sourced from out
of the area, increasing mobilization and operating expense. Because of these factors the Fallon
#1-10 well was significantly more expensive to drill than had it been drilled in a developed and
currently producing area.
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The uncommitted mineral owners identified in this Application should be required to elect within
thirty (30) days after issuance of the Administrator's Order which method will be pursued in the
development of the proposed unit, with respect to their interest, and. in the event no election is
made, those unleased mineral owners shall be deemed to have elected to accept a bonus of
$100.00 per net mineral acre as compensation in lieu of the right to participate in the working
interest in said unit, and with the royalty to be l/8th (deemed leased option).
The required election should be delivered to:

AM Idaho. LLC

Attn: Land Department
16600 Park Row

Houston, Texas 77084

Applicant requests that the resulting Order of the Administrator be made applicable to any
successor or assignee of all parties subject to the Order.

Very trulywours.

MICHAEL R. CHRISTIAN

Attorney at Law

MC:

Attachments: Exhibit A — Plat

Exhibit B -- Smith Declaration (and exhibits)
Exhibit C -- Moore Declaration (and exhibits)
Exhibit D -- Form of JOA

Exhibit E -- Form of lease

Exhibit F -- Resume of efforts

Exhibit 0 — Certified mailing receipts
Exhibit H -- Form of lease mailing letter
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cc: Scott Ricks

Lee Zatarain

Wade Moore ill
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BEFORE THE OIL AND GAS CONSERVATION COMMISSION

STATE OF IDAHO

In the Matter of Application of AM Idaho, LLC,
and Alta Mesa Services, LP, for Integration of
Unleased Mineral Interest Owners in the

Proposed Fallon #1-10 Unit Consisting of the
SW of Section 10, Township 8 North, Range
5 West, Boise Meridian, Payette County, Idaho

AM IDAHO, LLC, and

ALTA MESA SERVICES, LP, Applicants.

Docket No. ^0Gif ' 0 I - OOV

DECLARATION OF DAVID M. SMITH

STATE OF TEXAS

County of Harris
) ss

David M. Smith declares:

1. I am an Exploration Geologist working for Applicant AM Idaho, LLC. I have been

exploring for oil and gas in Idaho since 2010. I have over 36 years of experience in domestic and

international oil and gas exploration, development, acquisitions and divestitures. Previously I was

Vice President of Exploration of Alta Mesa Holdings for 19 years, worked as exploration geologist

at Paramount Petroleum and Torch Energy Advisors, Inc., and served as the Exploration Manager

for Bellwether Exploration Company. I earned my Bachelor of Science in Geology from Virginia

Tech in 1983. Included in my responsibilities are managing geophysical exploration, interpreting

data from 2-D and 3-D seismic projects, identifying and evaluating likely hydrocarbon pools based

DECLARATION OF DAVID M. SMITH - Page 1



on interpretation of seismic data, and selecting drilling targets based on such interpretation and

evaluation.

2. I designed and supervised the acquisition of a proprietary 3-dimensional (3-D)

seismic survey with specific parameters to explore for oil and gas reservoirs, appropriate to the

challenges of this sedimentary basin. The sediments are often complexly faulted. There are also

numerous basalt flows, dikes and sills present in the subsurface. These conditions complicate

geologic interpretations from geophysical data.

3. I interpreted these seismic data from a project which covered several sections in

Township 8 North, Range 5 West, including the SW of Section 10, ('the subject spacing unit").

4. I identified a prospect centered in the SW of Section 10, which was a wildcat test

targeting presumed sands in the Idaho Group. My pre-drill interpretation was that the test well

could potentially drain a 640 acre unit, comprised of the SE % of Section 9, SW % of Section 10,

NE % of Section 16 and NW 14 of Section 15, all in T8N R5W.

5. The prospect was a presumed combination structural/stratigraphic trap defined by

3-D seismic data. The top of the prospective section was expected to be approximately 3300'

TVD. The pre-drill targets were a minor objective Sand A expected at 3300' TVD and a primary

objective Sand B at 3374' TVD.

6. The target reservoir sections were fluvial and lacustrine sands within the Poison

Creek and Chalk Hills formations of the Idaho Group.

7. Previously drilled, local well control suggested significant variability of the

presence, thickness, porosity and permeability of sands in the target section. Bridge Energy drilled

the May #1-13 well (2.6 miles east of the proposed target) to 6512' and plugged and abandoned it
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as a dry hole in 2010. It encountered a 40' sand at 3650' with average porosity of 15-20%. From

3700' to 4960', the well encountered various thin sands in an interval dominated by tuffaceous

gray shales and siltstones (85%). The sands vary in porosity, but average 20-24%. The well

encountered basalt from 4960' to 5200'; below that, other sands were encountered with porosities

of 18-24%. All of these sands were wet with none tested, and the May #1-13 well was plugged

and abandoned.

8. 1.25 miles WSW of the prospect, Ore-Ida Foods drilled a geothermal test to 10,024'

in 1979. The correlative objective section in that well is dominated by gray claystone and siltstone,

with minor subordinate amounts of sandstone.

9. In February of2018 we directionally drilled the Fallon #1-10 test well to 5432' MD

(4995' TVD), ran open hole logs on drill pipe, and set and cemented production casing. The

proposed directional well plan is attached as Exhibit 1 to this statement. The actual "As-Drilled"

final directional vertical section and plan view plots are attached as Exhibits 2a and 2b respectively.

10. The petrophysical logs that we acquired included Spectral Gamma Ray, Induction,

Neutron/Density Porosity and Dipole Sonic logs.

11. We encountered our primary objective sand B as expected with approximately 92'

of gross gas pay from 3772'-3880' MD (3453'-3545' TVD), with 70' of net pay. Sand A objective

was found from 3658'-3670' MD (3355'-3367' TVD) with 10' of possible gas pay. An annotated

log is attached to this statement as Exhibit 3.

12. In March of 2018, we perforated the primary objective sand from 3815'-3835' MD,

and tested the well at 3.8 MMcfgd, 119 Bcpd and 6 Bwpd with 1290# ftp on a 28/64" choke. The

well is currently shut-in waiting on pipeline construction and hook up.
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13. The Fallen #1-10 well tested and confirmed a presumed combination

structural/stratigraphic trap defined by seismic data that is now a known gas condensate reservoir.

14. Both of the objective sands were encountered 55' to 80' structurally low to pre-drill

expectations: top of Sand A at 3355' TVD versus 3300' TVD expected; and top of Sand B at

3453' TVD versus expected 3374'TVD. This is likely due to a local seismic velocity gradient, and

not unexpected in frontier exploration such as in Idaho.

15. As the top of the objective Sand B reservoir was expected to be encountered at

approximately 3374' TVD but was encountered 80' feet structurally lower at 3453' TVD, it is

appropriate to remap the sand and reconsider unit size and configuration.

16. I made structure maps of the top of Sand B and the base of the gas pay in Sand B

using the logs and the seismic data. From these, I created a Net Pay Isopach Map. See Exhibits 4a

and 4b attached to this statement. Exhibits 4a and 4b also include two interpreted seismic cross

sections along west-east and southwest-northeast lines, which I developed to confirm the extent of

the Sand B pay reflected in the Net Pay Isopach Map.

17. Our local experience producing these wells is that these gas sands produce with a

water drive, or through a combination of water drive and pressure depletion. Thus, after some

period of time of gas production, the well is expected to produce increasing volumes of water until

it loads up and dies or reaches an economic limit. The economic limit occurs when the daily cost

of disposing of the produced fresh water plus operating costs exceeds the value of the hydrocarbons

produced daily. The only viable method of produced water disposal currently available is trucking

to an evaporative pond disposal facility, which is very expensive (in excess of $10/bbl of water)

and limits the economics of production as compared to reinjection, which is currently not available.
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18. When the economic limit is reached in the current set of perforations, the well

would be plugged back and reperforated near the top of the sand, (3772' MD, 3453' TVD, -1289'

Subsea), which would be the structural top of the ultimate producible drainage area in a water drive

reservoir.

19. The Net Pay Isopach map accounts for the above considerations. See Exhibits 4a

and 4b.

20. Post drill mapping with the new well information and the 3-D seismic data locates

the ultimately producible reservoir dominantly in the SW Va of Section 10, with minor presence in

the SE % of Section 9, the NE % of Section 16 and the NW i4 of Section 15. As noted above, the

area efficiently and economically drainable is likely restricted by the water drive mechanism and

associated cost of disposal of co-produced water. Based on rigorous interpretation of the seismic

data in conjunction with the new log data, and based on the analysis set forth above, I conclude

that a 160 acre unit encompassing the SW 14 of Section 10 is the best fit to cover the lands underlaid

by the gas pool, and that the proposed 160 acre unit is not smaller than the maximum area that

could be effectively and economically drained by one well.

21. Our Fallon #1-10 well is located near the center of the proposed unit. Results from

our testing of the well show that it produces a combination of natural gas and gas condensate,

making a gas unit, as described above, appropriate.

I declare under penalty of perjury under the laws of the State of Idaho that the foregoing is

true and correct.
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Dated this day of June, 2019.

David M. Smith
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Job Number: 201708-JMP-PGD-01

Company: Paul Graham Drilling / Alta masa
Lease/Well: Fallon 1-10

Location: Idaho
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BEFORE THE OIL AND GAS CONSERVATION COMMISSION

STATE OF IDAHO

In the Matter of Application of AM Idaho,
LLC, for Spacing Order and Integration of
Unleased Mineral Interest Owners in the SW Va

of Section 10, Township 8 North, Range 5 West,
Boise Meridian, Payette County, Idaho

AM IDAHO, LLC, Applicant.

Docket No. CC-2019-OGR-01-QQ^-

STATE OF IDAHO

County of ADA

DECLARATION OF WADE MOORE III

)
) ss

)

Wade Moore III declares:

1) I am over 18 years of age and competent to testify to the matters set forth in this

Affidavit, which I make based on my personal knowledge.

2) As Senior Landman for AM Idaho, LLC ("AMI") I am responsible for the leasing of

mineral interests in the SW Va of Section 10, Township 8 North, Range 5 West, Payette

County, Idaho ("the subject spacing unit").

3) Pursuant to Idaho Code § 47-320(6), AMI has support from more than fifty-five percent

(55%) of the mineral interest acres in the subject spacing unit (specifically,

approximately 65.1375%) by leasing. AMI is an "owner" for purposes of Idaho Code

§ 47-320(a) and § 47-310(23) by virtue of its status as mineral lessee within the unit.
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4) Pursuant to Idaho Code 47-320, the highest bonus payment paid to lease mineral

interest owners in the subject spacing unit prior to filing this integration application is

$100 per net mineral acre.

5) At my direction, the Applicant has made good faith efforts to lease the mineral interests

in the subject spacing unit. Pursuant to Idaho Code 47-320(4)(j): (a) included in

Exhibit F attached to the Application is a Resume of Efforts; (b) Applicant notified all

uncommitted mineral owners in the unit of Applicant's intent to develop by certified

mail; all mailing receipts are attached as Exhibit G to the Application; and (c) a copy

of a sample of the form of letter mailed to known uncommitted mineral owners along

with the proposed form of lease, as indicated in item (b), above, is attached to the

Application as Exhibit H. Unit description and gross acres were inserted in the letter

as appropriate for each owner. Economic terms varied depending on the owner and

tract size. Since the last mailing. Applicant signed some of the previously uncommitted

mineral interest owners at S100 per acre, or a flat bonus of $50 for tracts an acre or less.

6) Pursuant to Idaho Code 47-320(6), Applicant requests that integration be ordered based

upon the current percentage of mineral interest leased, based on the following:

(a) Applicant has obtained consent from at least fifty-five percent (55%) of mineral

interest acres;

(b) As set forth in Exhibit F to the Application, Applicant has negotiated diligently

and in good faith for a period of at least one hundred twenty (120) days prior to the

application for an integration order; and
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(c) The uncommitted owners in the affected unit shall receive from Applicant

mineral lease terms and conditions regarding royalty that are no less favorable to the

lessee than those set forth in Idaho Code § 47-331(2), i.e., 1/8 royalty.

(d) The Application for integration will be subject to the procedures set forth in

Idaho Code § 47-328.

7) Pursuant to Idaho Code § 47-320(3)(b), Applicant requests that the Order integrating

the uncommitted mineral interests in the unit provide for a risk penalty of 300% for

those interest owners electing to become nonconsenting working interest owners. This

risk penalty is appropriate given the following facts:

(a) Applicant is bearing all of the expense necessary to bring organize the

spacing unit, drill the well, and bring it to production, including but not limited to title

and leasing, acquisition and interpretation of seismic data, the expense of creating and

integrating a spacing unit, drilling, testing and completion of the well, design and

construction of processing and transportation infrastructure, and administration of

revenues and royalties for the life of the well.

(b) The requested 300% risk penalty is consistent with the penalty for

nonconsenting working interest status under Applicant's joint operating agreement

with its operating partners; thus the requested risk penalty places those owners electing

nonconsenting working interest status on equal footing with Applicant's existing

operating partners.

(c) The well drilled in the unit is a "wildcat" well in an area of limited knowledge

of and experience with the geology, entailing higher risk to Applicant than a well drilled

in a fully developed area.
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(d) The Fallon #1-10 well targets a conventional sand. The area is not a "resource

play" involving the development of a shale resource of consistent depth and thickness

over a large area, making targeting more technically complex and higher risk. While

initial testing of the well was promising and suggests the well will be commercially

productive, full production is necessary to fully determine its economics.

(e) The unit is located in an area lacking developed infrastructure for making

product from a successful well market ready and transporting product, increasing the

risk of development.

(f) Because of the frontier nature of the play in which the unit is located, well

service contractors are largely unavailable locally, and a drilling rig had to be sourced

from out of the area, increasing mobilization and operating expense. Because of these

factors the well was significantly more expensive to drill than in a developed and

currently producing area.

I declare under penalty of perjury under the laws of the State of Idaho that the foregoing is

true and correct.

Dated this day of June, 2019.

Wade Moore III
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT -1989

1  OPERA riNG a(;reement

2 I THIS AGR[;I-MENT. entered into by and between AM IDAHO. l.l.C

3  hereinafter designated and referred to as "Operator." and the signatory party or parties other than Operator, sometimes
4  hereinafter referred to individually as "Non-Operator," and collectively as "Non-Operators."
5  WITNESSETH:

6  WIIIiREAS. the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas interests in the land
7  identified in Hxhibil "A." and the parlies hereto have reached an agreement to explore and develop these Leases and/or Oil

8  and Gas Interests for the production of Oil and Gas to the extent and as hereinafter provided.

9  NOW. THEREFORE, it is agreed as follows;

10 ARTICLE I.

11 DEFINITIONS

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

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

14 estimating the costs to be incurred in conducting an operation hereunder.
I  capable of producing

15 I B. The temi "Completion" or "Complete" shall mean a single operation intended to complete a well / as a producer oi Oil

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

17 1 and production testing conducted in such operation. For-lmrizoirtal-weHb6«s;-lbe-term-"Gofnpletion-"»ltaH"also-meun-imiltf-stage
4)OfMontol-fr-<ic4iir4n^opefBtHMiSk-

C. "fhe term "Contract Area" shall mean all of the lands. Oil and Gas Leases and/or Oil and Gas Interests intended to be

developed and operated for Oil and Gas purposes under this agreement. Such lands. Oil and Gas Leases and Oil and Gas

Interests are described in Exhibit "A."

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

Zone in which the well was nrcviouslv drilled, or below the Deepest Zone proposed in the associated API-!., whichever is |he
23 -Fef-her4it6i>tal-woH6tH=e5i-rhe-rcr=FRir--D«pen—shati-eke-meefl-un-eper-altefl-wherebv-e-weft-is-tlrUled-te-ufy-ebjeettve

24 |^^yy^^P^g«'g*ter-4jiitfl-tfa&-measufc<l-depth-ifl-tn«-pp«v4<>usly-dt4Ue-d-wcl4-&p-pr-opQsc-d-AyEr'
25 E. fhe terms "Drilling Party" and "Consenting Part}" shall mean a party who agrees to Join in and pay its share of the

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

27 F. The term "Drilling Unit" shall mean the area fixed for the drilling of one well by order or rule of any state or federal

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

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

30 G. The tenn "Drillsite" shall mean the Oil and Gas Lease or Oil and Gas Interest on which a proposed well is to be

31 located.

32 H. The term "Initial Well" shall mean the well required to be drilled by the parties hereto as provided in Article Vi.A.

33 I. The lemi "Non-Consent Weil" shall mean a well in which less than all parties have conducted an operation as

34 provided in Article VI.B.2.

35 J. The terms "Non-Drilling Party" and "Non-Consenting Party" shall mean a party who elects not to participate in a

36 proposed operation.

37 K. The term "Oil and Gas" shall mean oil. gas, casinghead gas, gas condensate, and/or all other liquid or gaseous

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

39 specifically stated.

40 L. The term "Oil and Gas Interests" or "Interests" shall mean unleased fee and mineral interests in Oil and Gas in tracts

41 of land lying within the Contract Area which are owned by parlies to this agreement.

42 M.. I.he terms "OiJ aiid Gas Lease." "Lease" and "Leasehold" shall mean the oil and gas leases, oil and gas lease options,
farniouts, seismic options..scismic permits, fee mineral interests or other interests in oil, gas and other minerals: provided however .

43 the term shall not include Oil and Gas Interests as defined aboveod—and—gas—leases—or—interosts—therein

44 covering tracts of land lying within the Contract Area which arc owned by the parlies to this agreement.

45 N. fhe temi "Plug Back" shall mean a single operation whereby a deeper Zone is abandoned in order to attempt a
46 Completion in a shallower Zone.

47 O. I he term "Reeompletion" or "Rccompletc" shall mean an operation whereby a Completion in one Zone is abandoned

48 in order to attempt a Completion in a different Zone w ilhin the existing welibore.

49 P. The term "Rework" shall mean an operation conducted in the welibore of a well after it is Completed to secure,

50 restore, or improve production in a Zone which is currently open to production in the welibore. Such operations include, but

5! are not limited to. well stimulation operations but exclude any routine repair or maintenance work or drilling. Sidetracking,
52 Deepening, Completing, Recompleling. or Plugging Back of a well.

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

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

55 I mechanical dilllcultics; d4ul-Cur-bori20iUaL««lU>oi:es,-an-opei:atHMi..b¥-u4i4cb-.a-Jaterai-wcUbor-e-4«-(lnlleU-ofl'-of-4be-borizoiaiil
I  -weJlbore,.

56 ,.
R. I he tcmi "Zone" shall mean a stratum of earth containing or thought to contain a common accumulation of Oil and

Gas separately producible from any other common accumulation of Oil and Gas.

jg Unless the context otherwise clearly indicates, words used in the singular include the plural, the word "person" includes
natural and arlifieial persons, the plural includes the singular, and any gender includes the masculine, feminine, and neuter.

oO
KUTW} P tl
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I  I C. Bxhibit "G." Tux Partnership Memorandum of Operating Agrccmcitt and Financing Statement.
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

1  1 If any provision of any exhibit, except Exhibits "E." and "l-"-and -'G." is inconsistent with any provision contained in

2  the body of this agreement, the provisions in the body of this agreement shall prevail.
3  ARTICLE III.

4  IMERESTSOFPARIIES

5  A. Oil and Gas Interests:

6  If any party owns an Oil and Gas Interest in the Contract Area, that interest shall be treated for ail purposes of this
a mutpally acceptable , . .

7  agreement and during the term hereof as if it were covered by / the-lonn ol Oil and Gas Lease attaened hereto as Exhibit—Br-

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

9  B. Interests of Parties in Costs and Production:

10 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be borne

11 and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their

12 interests are set forth in Exhibit "A," In the same manner, the parties shall also own all production of Oil and Gas from the

13 Contract Area subject, however, to the payment of royalties and other burdens on production as described hereafter.
14 Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other

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

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

17 I burdens on production as set out in Exhibit "A" and shall indemnify, defend and hold the other parties free from any liability therefor.

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

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

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

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

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

23 be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)

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

25 liability therefor.

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

27 lessor or royalty owner, and if such other party's lessor or royalty owner should demand and receive settlement on a higher

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

29 Nothing contained in this Article 111.13. shall be deemed an assignment or cross-assignment of interests covered hereby.

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

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

32 C. Subsequently Created Interests:

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

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

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

36 interest hereundcr. such burden shall be deemed a ".Subsequently Created Interest." Further, if any party has contributed

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

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

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

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

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

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

43 panics from and against any liability therefor. Punher. if the Burdened Pany fails to pay. when due. its share of expenses

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

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

46 under this agreement to tissign or relinquish to any other party, or parties, all or a portion of its working interest and/or the

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

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

49 parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

50 AR riC:LE IV.

51 TITLES

52 A. Title Examination:

53 Title examination shall be made on the Drillsile of any proposed well prior to commencement of drilling operations and.

54 if a majority in interest of the Drilling Parties so request or Operator so elects, title examination shall be made on the entire

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

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

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

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

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

60 examination of the title, shall be obtained by Operator. Operator shall cause title to be examined by attorneys on its staff or
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Operator shall make no charge for services rendered by its stafT attorneys or other personnel in the performance of the above

functions.

No well shall be drilled on the Contract Area until afler (-1) the title to the Drilbite or Drilling Unit, if appropriate, has

been e.snmined as above provided, and (2) the title has been approved by the examining attorney or title hoit been and accepted by

B. Loss or Failirrc of Title:

reduction of interest from that shown on l-,shibit—^,-- the--party credited with contributing the nflboted Lease-or—Interest

including, if applicable, a successor in interest to such party) shall have ninety (90)-days from final—detemiination of title

failure to acquire a new lease or other instrument curing the entirety of--the-t«tle failure, which acquisition will not be subjoot

to Article VIII.B.. and failing to do go. thia agreement, nevertholoss. ahall continue in -force as-to all remaining Oil and Gaa

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

There adjustment incurredretroactive operationexpense revenue receis

basis, as of the time it is determined- finally that title failure has occurrodx-so-that-tlte interest of the party whose Lease

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

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

burdens attributable thereto)—ufrttl—it has been—reintbwsed—fef- rered costs—paid—by—it—in connection-with sac-h—weH

■{ii) Should any-persoB-not a- purty-to-this agreemcntT-who is determined to be the Leasc or Interest

which has failed, pay in any manner any part of the cost of operation.- -devetopment. or equipment, such amount shall be paid
to the party or parties who bore the costs which are so refunded:

(oJ-Any^iability-to account to ti person not a party to this agreement for prior production of Oil and Gas which arises
by reason of title failure shall be borne severally by each party (including a predecessor to a current party)--who received

severally-indemnify. defend and hold-harmless all other parties hereto for any ouch liability to account:

Interest hereto elects- to-defend its titlethe Lease-er-htlerest claimed to ha\e failed, but if the party contributing such Leai
it shall bear all expenses in connection therewith; and

credit on lixhibit "A" to a Lease or Interest which is limited solely to ihip of on(g) If any party is ;
interest in the wcllbore of any well or wells and the production therefrom; such party's absence of interest in the remainder
of the Contract Area-shall be-oonsidered a Failure of Title as-to such remuining-Contract Area unless that absence of interest

■4^ bv-Non-Pavmenl Pnvment of Amount Due: If. through mislolie or oiersight. -any rental, shut in well

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

secures a new Lease or Interest covering the same interest within ninety (90) da>s from the discover> of the failure to make
proper payment, which acquisition will not he subject to Article VIM.B.. the interests of the parties rellected on Exhibit "A"
shall be-revised-on an acreage basis, effective as of the date-of termination of-the Lease or Interest involved, and the party
who failed to make proper payment will no longer be credited with on interest in the Contract Area on account of-ovvnership
of the Lease or- Interest-which -has-terminated.—If the party who failed to-moke the required pa)ment shall not have been fully
reimbursed, at the -time-of the—los&;-Trom the proceeds of the sale of Oil and-Gas attributable to the lost Lease-or Interest.

and operating costs previou*4y paid on account of such Lease or Interest.

(a) Proceeds of Oil and Gas produced prior to termination of the Lease or Interest, less operating expenses and lease
k»-the person who failed to make payment, previously ac-crued to the credit of the lost Lease or

termination is credited to other parties, the proceeds of said portion of the Oil and Gas to be contributed b> the other parties
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1  ARTKLEV.

2  OPERATOR

3  A. Designation an J Responsibilities of Operator:

4 I AM IDAHO. LLC shall be the Operator of the Contract Area, and shall conduct

5  and direct and have full control of all operations on the Contract Area as permitted and required by. and within the limits of

6  this agreement. In its performance of services hereunder for the Non-Operators. Operator shall be an independent contractor

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

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

9  Non-Operators with authority to bind them to any obligation or liability assumed or incurred by Operator as to any third
10 party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike
11 manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and

12 regulation, but in no event .shall it have any liability as Operator to the olhcr parties for losses sustained or liabilities incurred
13 except such as may result from gross negligence or willful misconduct.

14 I B. Resignation or Removal of Operator and Selection of Successor:

15 I. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.

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

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

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

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

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

21 Operator has failed to cure the default within thirtv (30) dav§ from its receipt of the notice or. if the default concerns an
(excluyve-inclusive QfSaturdays and Sundays and I .S. Federal holidays)

22 operation then being conducted, within forly-eighl (48) hours / of its receipt ol the notice. For purposes hereol. "good cause snail

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

24 operation contained in Article V.A. or material failure or inability to perform its obligations under this agreement.

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

26 day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator

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

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

29 Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any single

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

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

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

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

34 affirmative vole of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A";

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

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

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

38 removed or resigned. The fonner Operator shall promptly deliver to the successor Operator all records and data relating to

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

40 successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint

41 account.

42 3. F.lTcct of Bankruntcv: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have

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

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

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

46 assume this agreement pursuant to the Bankniptcy Code, and an election to reject this agreement by Operator as a debtor in

47 possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators.

48 except the selection of a successor. During the period of time the operating committee controls operations, all actions shall

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

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

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

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

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

54 C. Employees and Conlracturs:

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

56 hours of labor and the compensation for services perfonned shall be determined by Operator, and all such employees or

57 contractors shall be the employees or contractors of Operator.

58 D. Rights and Duties of Operator:

59 I. Competitive Rates and Use of Affiliates: All wells drilled on the Contract Area shall be drilled on a competitive
tor comparable equipment and personnel

60 contract basis at the usual rates prevailina in the area./ II it so desires. Operator may employ its own tools and equipment in
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1  liens and encumbrances resulting therefrom except for those resulting from ii bona fide dispute as to services rendered or

2  materials supplied.

3  4. Custody of l-unds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced

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

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

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

7  provided in Article VII,B, Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator

8  and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in

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

10 parties otherwise specifically agree.

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

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

13 all operations of everj^ kind and character being conducted for the Joint account on the Contract Area and to the records of

14 operations conducted thereon or production therefrom, including Operator's books and records relating thereto. Such access

15 rights shall not be e.xercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate

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

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

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

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

20 . purchase contracts and pricing infomiation to the extent not applicable to the production of the Non-Operator seeking the

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

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

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

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

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

26 Each Non-Operator shall provide to Operator on a timely basis all information neccssar>- to Operator to make such filings.

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

28 limited to the Initial Well:

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

30 drilling operations are commenced.

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

32 as the Non-Operators shall reasonably request, including, but not limited to. daily drilling reports, completion reports, and well logs.

33 (e) Operator shall adequately test all Zones encountered which may reasonably be expected to be capable of producing

34 Oil and Gas in paying quantities as a result of examination of the electric log or any other logs or cores or tests conducted

35 hereunder.

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

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

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

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

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

41 insurer for liability under said compensation laws in which event the only charge that shall be made to the joint account shall

42 be as provided in Exhibit "C." Operator shall also carry or provide insurance for the benefit of the joint account of the parties

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

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

45 and to maintain such other insurance as Operator may require.

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

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

48 equipment.

49 ARTICLE VI.

50 DRILLING AND DEVELOPMENT

51 A. Initial Well: „ , . . ,, • v
Restore ongmiil languHgc m ̂2 &

52 On or before the dav of . . Operator iihalt-c-ommenw the drilling of the Initial

53 Well at the Ibllossing location: No<liuUal-\\'«U-«liaU-.be-9ro(msed-pur«tiaot-4o-tlt3t-eeFtain-P.ar4i«pati(m-Agi:eemcnt-dateU.e4Tective
-Jan4ian'-J<r20l^-bcfHeen-AAI-ldabo,-l-/4X)-Am}-Bt:l4ce-cove'i4a&44)e-U41tow-atMt-HaiHUtoo-Ai:eav

54

55

56

57

58

59

60
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1  under this agreemeni and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be

2  performed, the location, proposed depth, objective Zone and the estimated cost of the operation. 'Hie parties to whom such a

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

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

5  Rework. Sidetrack. Recomplele, Plug Back or Deepen may be given by telephone and the response period shall be limited to forty-
I'.S. federal

6  eight (48) hours, exclusive inclusive of Saturday. Sunday and / hfgal holidays, failure of a party to whom such notice is delivered to reply

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

9

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

11 contractually committed to participate therein provided such operations arc commenced within the time period hereafier set

12 forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as

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

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

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

16 by Operator to the other parties, for a period of up to thirty (30) additional days if. in the sole opinion of Operator, such

17 additional lime is reasonably necessary to obtain permits from governmental authorities, surface rights (including rights-of-

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

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

20 specifically permitted herein or in the force majcure provisions of Article XI) and if any party hereto still desires to conduct

21 said operation, written notice proposing same must be resubmitted to the other parties in aceordance herewith as if no prior

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

23 Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation,

24 reimburse the Drilling Parties in accordance with Article VI.B.4. in the event of a Deepening operation and in accordance

25 with Article V1.B.5. in the event of a Sidetracking operation.

26 2. Operations bv Less "I'han All Parties:

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

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

29 Article, the party or parties giving the notice and such other parties as shall elect to participate in the operation shall, no

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

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

32 proposed operation and complete it with due diligence. Operator shall perform all work for the account of the Consenting

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

34 the Consenting Parties shall cither: (i) request Operator to perform the work required by such proposed operation for the

35 account of the Consenting Parties, or (it) designate one of the Consenting Parties as Operator to perform such work. The

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

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

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

39 agreement.

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

41 applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its

42 recommendation as to whether the Consenting Parties should proceed with the operation a.s proposed. Bach Consenting Part>'.
ILS. federal

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

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

45 proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Parties in

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

47 Non-Consenting Parties' interests together with all or a portion of its proportionate part of any Non-Consenting Parties'

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

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

50 proposal. Failure to advise the proposing partv within the lime required shall be deemed an election under (i). In the event a
or email

51 drilling rig is on location, notice may be given by telephone, mail, facsimile / and the time permitted tor such a response shall not exceed a
I'.S. federal

52 total of forty-eight (48) hours (oxolusive inclusive of Saturday, Sunday and / holidays). I he proposing party, at its election, may

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

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

55 If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting I'arties

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

57 period provided in Article VLB. 1.. subject to the same extension right as provided therein.

58 (b) Relinauishment of Interest for Non-Particination. The entire cost and risk of conducting such operations shall be

59 borne by the Consenting Parties in the proportions they have elected to bear same under the tenns of the preceding

60 paragraph. Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
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1  Deepening. Recompleting or Plugging Back, or a Completion pursuant to Article VI.C.l. Option No. 2. all of such Non-

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

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

4  market value thereof if such share is not sold (alkr deducting applicable ad valorem, production, severance, and excise taxes.

5  royalty, overriding royalty and other interests not excepted by Article III.C. payable out of or measured by the production

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

7 I (i) 200.0 % of each such Non-Consenting Party's share of the cost of any newly acquired surface equipment

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

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

10 production and continuing until each such Non-Consenting Party's relinquished interest shall revert to it under other

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

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

13 of the operations; and

14 I (ii) of (a) that portion of the costs and expenses of drilling. Reworking. Sidetracking. Deepening.

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

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

17 which would have been chargeable to such Non-Consenting Party if it had participated therein.

18

19

20

21

22

23

24

25

26

described in the notice proposing the well - for-reasons other than the encountering of granite or practic-ally impenetrable

subiitance or other condition in-the hole rendering further operations impfuctjcable. Operator shall give-notic-e thewof-kt-eac-h

Non Consenting—Party—w4te—submitted—or voted—fer—an—ulternative—proposal—under—Article—VI.B.6.—to drill—ttw—weH—te—a

shallower Zone than the deepest objective Zone-proposed in the notice under which tlw well was drilled, and each such Non-

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

cost of drilling the well to its actual depth, c-ale-ulated- in the manner provided in Article VI.B.4. (u).—II" any such Non

Consenting Party does not elect to purticiptite in the first Completion proposed for such well, the-relinqiiishmenl provisions

of ttHS-Article-VI.B.2. (b) shall apply to such party's interest.

27 (c) Reworking. Rccomplcting or Plugging Back. An election not to participate in the drilling. Sidetracking or

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

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

30 recovery by the Consenting Parties of the Non-Consenting Party's recoupment amount. Similarly, an election not to

31 participate in the Completing or Recompleting of a well shall be deemed an election not to participate in any Reworking

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

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

34 Reworking. Recompleting or Plugging Back operation conducted during the recoupment period shall be decmed^^art of the
35 I cost of operation of said well and there shall be added to the sums to be recouped by the Consenting Parties -S0&.6- % of
36 that portion of the costs of the Reworking. Recompleting or Plugging Back operation which would have been chargeable to

37 such Non-Consenting Party had it participated therein. If such a Reworking. Recompleting or Plugging Back operation is

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

39 Parties in said well.

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

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

42 production, severance. e.\cise. gathering and other taxes, and all royalty, overriding royalty and other burdens applicable to

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

44 In the case of any Reworking. Sidetracking. Plugging Back. Recompleting or Deepening operation, the Consenting

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

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

47 Recompleting or Deepening, the Consenting Parties shall account for all such equipment to the owners thereof, with each

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

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

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

51 the well, and an itemized statement of the cost of drilling. Sidetracking. Deepening. Plugging Back, testing. Completing.

52 Recompleting. and equipping the well for production; or. at its option, the operating party, in lieu of an itemized statement

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

54 Consenting Parties are being reimbursed as provided above, the party conducting the operations for the Consenting Parties

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

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

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

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

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

60 any such operation which would have been owned by a Non-Consenting Party had it participated therein shall be credited
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1  Sidetracking. Deepening. Recomplcting. Plugging Back or Completing operation in such a well (including the period required

2  under Article VLB.6. to resolve competing proposals) shall be charged and borne as part of the drilling or Deepening

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

4  whichever first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant to the terms

5  of the second grammatical paragraph of Article VLB.2. (a), shall be charged to and borne as part of the proposed operation.

6  but if the proposal is subsequently withdrawn because of insufllcicnt participation, such stand-by costs shall be allocated

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

8  interest as shown on Exhibit "A" of all Consenting Parties.
I  ior Deepening

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

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

1! Article VI.B.l. within which to respond by paying for all stand-by costs and other costs incurred during such extended

12 response period; Operator may require such party to pay the estimated stand-by time in advance as a condition to extending

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

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

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

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

17 pursuant to Article VI.B.L, the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Article

18 VLB.2. shall relate only and be limited to tjie lesser of (i) the totql depth actuallv drilled or itMhc-easc-ora4lopte<»tfal-\Vgllc-tbc-lc^tsth-8f
•rte-horkoBtttf-weHbwe-OF (ii) the objective depth or Zone OF-rn-tfte-case-<>f-^14onzofttef-V\-eH-,-t««-Jeflgti>-ef"tfte-h©r-woirtal-wMlb0Fe

of which the parties were given notice under Article VI.B.l. ("Initial Objective"). Such well shall not be Deepened beyond the

Initial Objective without first complying with this Article to alTord the Non-Consenting Parties the opportunity to participate

I  in the Deepening operation. i{v4he-«ii6c-«f-a-boFjzontal-weU

In the event any Consenting Party desires to drill or Deepen a Non-Consent Well to a depth below the Initial Objective.

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

Consenting Parties). Thereupon. Articles VI.B.L and 2. shall apply and all parties receiving such notice shall have the right to

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

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

such Non-Consenting party shall pay or make reimbursement (as the case may be) of the follow ing costs and expenses.

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

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

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

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

Party's share of the cost of Deepening and of participating in any further operations on the well in accordance with the other

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

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

sole account of Consenting Parties.

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

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

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

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

those costs recouped by the Consenting Parties from the sale of production from the well. The Non-Consenting Party shall

also pay its proportionate share of all costs of re-entering said well. The Non-Consenting Parties' proportionate part (ba-sed

on the percentage of such welt Non-Consenting Party would have owned had it previously participated in such Non-Consent

Well) of the costs of salvable materials and equipment remaining in the hole and salvabie surface equipment used in

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

cost of drilling. Completing, and equipping the well at the time such Deepening operation is conducted, then a Non-

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

well for Deepening

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

to the drilling of such well to its Initial Objective without the consent of the other Consenting Parties as provided in Article

Vl.F.

5. Sidetracking; Any party having the right to participate in a proposed Sidetracking operation that does not own an

interest in the alTected wellbore at the lime of the notice shall, upon electing to participate, lender to the wellborc owners its

proportionate share (equal to its interest in the Sidetracking operation) of the value of that portion of the existing wellbore

to be utilized as follows:

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

incurred in the initial drilling of the well down to the depth at w hich the Sidetracking operation is initialed.

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

such party's proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to the depth

at which the Sidetracking operation is conducted, calculated in the manner described in Article VLB.4(b) above. Such party's
rtrr>nArt*r%n*4f*» ch<irA nT />acI oT fh«» maJprialc qmH #»niMv>r>iPnt Ia lh»» Hpnih a# %vViiF>h thp QiHpfr'aoTmo
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toll de^ver- notice of mioh-KHiilt to all panics entitled to-participato in the operation

the election period (or-within twenty four (24) hours, excluoive of—Saturday.—SHwday
I  .L-.ii I -I - c I :r

relinquiiih interest in-toe-affecled-well-pursuant to the provitiions-of -Aniole Vl.Br2.: failure by a pany to deliver-notiee within

6  such period-shQll be deemed an-etection not to-paft<cipat»in the orevailing propoGal.

7  7. Conlbrniitv to Spacing Pattern. Notwithstanding the provisions of this Article VI.B.2.. it is agreed that no wells shall be

8  proposed to be drilled to or Completed in or produced from a Zone from which a well located elsewhere on the Contract
or has been approved as an excebtion to (he then-existing spacing pattern for such zone by the appropriate agency

9  Area is producing, unless such well confonns to the tnen-existmg well spacing paltem lor such Zone /.

10 8, Paving Wells. No party shall conduct any Reworking. Deepening. Plugging Back. Completion. Recomplelion. or

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

12 with the consent of ail parties that have not relinquished interests in the well at the time of such operation

13 C. Completion orWclls; Reworking and Plugging Back:

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

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

16 Deepening or Sidetracking shall include:
I  " I'waimoriscotttal-WfHs-onlv. ,

17 I -0—(>pttefi—N<>.—l-t-/"AaH"neees9aF\'—expendrtur'^"fof"tht^-dftHfflg"-&eepenmg—er"j^rd<?tfaek-meT"testtng.—t-o»m>et'fflg—and

18 expfipptngi3fihc-wdlr-me}mlmg'itetx'»safyttmk-agetJfldA>ri}tirfaee-fitdlitte»-
I  For all vertical wells and wells not considered Horizontal Weils,

19 I 0 Option No. 2: / Aall necessaiy expenditures for the drilling. Deepening or Sidetracking and testing ol the well. When

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

21 thereof furnished to the parties. Operator shall give immediate notice to the Non-Operators having the right to

22 participate in a Completion attempt whether or not Operator recommends attempting to Complete the well.

23 together with Operator's AFE Ibr Completion costs if not previously provided. The parties receiving such notice
firtcen (15) davs. or, if a rig is on location, I .S. Federal

24 shall have / forty-eight (48) hours (exclusiveinclusivc of Saturday. Sunday and / legal holidays) in which to elect by delivery of

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

26 accompanying Al-E. Operator shall deliver any such Completion proposal, or any Completion proposal conflicting

27 with Operator's proposal, to the other parties entitled to participate in such Completion in accordance with the

28 procedures specilled in Article VI.B.6. Election to participate in a Completion attempt shall include consent to all
without limitation

29 necessary expenditures for the Completing and equipping of such well, including / necessary tankage and/or surface
including, but not limited to, pipelines, flow lines, meters and meter sites, laps and tan sites,

30 facilities / but excluding any stimulation operation not contained on the Completion AI-TZ. hailure of any party

31 receiving such notice to reply within the period above fixed shall constitute an election by that party qoI to

32 I participate in the cost of the Completion attempt: provided, that Article \VI.ABr6. shall control in the case of

33 conflicting Completion proposals. If one or more, but less than all of the parties, elect to attempt a Completion, the

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

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

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

37 separate Completion or Recomplction attempt undertaken hereunder. and an election to become a Non-Consenting

38 Party as to one Completion or Recomplelion attempt shall not prevent a party from becoming a Consenting Party

39 in subsequent Completion or Rccompletion attempts regardless whether the Consenting Parties as to earlier

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

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

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

43 Completion or Recomplction attempt shall require such party to pay its proportionate share of the cost of .salvable

44 materials and equipment installed in the well pursuant to the previous Completion or Recompletion attempt.

45 insofar and only insofar ps such materials and equipment benefit the Zone in which such party panicipaies in a
In addition Operator shall make a reasonable attempt to test those formations idcntilicd on the log

46 Completion attempt. / or logs as potentially capable of producing oil or ga.s.

47 2. Rework. Recomplete or Plug Back: No well shall be Reworked. Reeompleted or Plugged Back except a well Reworked.

48 Reeompleted. or Plugged Back pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the Reworking.

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

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

51 D. Other Operations:

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

53 I Fifty Thousand and no/100 Dollars (S 50.000.00 ) except in connection with the

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

55 authorized by or pursuant to this agreement; provided, however, that, in case of explosion, fire. Hood or other sudden

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

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

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

59 I requesting an infoniiation copy thereof for any single project costing in excess ol" Fifty T housand and no/100 Dollars

60 I (S 5fl.000.00 ). Any party who has not relinquished its interest in a well shall have the right to propose that
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plugged and abandoned wilhoul the consent of all parties. Should Operator, after diligent elTort, be unable to contact any
S KcdcrsI

party, or should any party fail to reply within forty-eight (48) hours (excluiiive inclusive of Saturday. Sunday and / legal holidays) after

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

proposed abandonment. All such wells shall be plugged and abandoned in accordance with applicable regulations and at the

cost, risk and expense of the parties who participated in the cost of drilling or Deepening such well. Any party who objects to

plugging and ̂ al^ndoning such well by notice delivered to Operator within forty-eight (48) hours (exclusive inclusive of Saturday.
Sunday and / OT-ffJays) after delivery of notice of the proposed plugging shall take over the well as of the end of such
forty-eight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of

Article VLB.; failure of such party to provide proof reasonably satisfactory to Operator of its financial capability to conduct

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

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

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

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

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

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

conducted hereunder for which the Con.scnting Parties have not been fully reimbursed as herein provided, any well which has

been completed as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to

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

and expense of all the parties hereto, failure of a party to reply within sixty (60)thirt)' (30) days of delivery of notice of proposed

abandonment shall be deemed an election to consent to the proposal. If. within s4xty^(60)thirty (30) days after delivery of notice of the

proposed abandonment of any well, all parties do not agree to the abandonment of such well, those wishing to continue its

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

applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning parties

against liability for any further operations on the well conducted by such parties. Failure of such party or parties to provide

proof rea-sonably satisfactory to Operator of their tlnancial capability to conduct such operations or to take over the well

within the required period or thereafter to conduct operations on such well shall entitle operator to retain or take possession

of such well and plug and abandon the well.

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

the well's salvable material and equipment, deiemiined in accordance with the provisions of Exhibit "C." less the estimated cost

of salvaging and the estimated cost of plugging and abandoning and restoring the surface.; provided, however, that in the event

value of the well's solvable -material and-equipment. each of the abandoning parties shall tender to the parties continuing

operations -their -proportionate shares of the estimated oxcess cost. Each abandoning party shall assign to the non-abandoning

parties, without warranty, express or implied, as to title or as to quantity, or fitness for use of the equipment and material, all

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

insofar as such Leasehold covers the right to obtain production from that wellbore in the Zone then open to production. If the

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

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

one (1) year and so long thereafter as Oil and/or Gas is produced from the Zone covered thercbv. such lease to be on the fonn
fa mutuallv agreeable form.
attached us' E^tibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located.

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

respective percentage of participation in the Contract Area to the aggregate of the percentages of participation in the Contract

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

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

from the well in the Zone then open other than the royalties retained in anv lease made under the terms of this Article.
L7UI1

may. at its sole discretion, elect
requestr Operator / shall continue to operate the assigned well for the account of the non-abandoning parties at the rales and

charges contemplated by this agreement, plus any additional cost and charges which may arise as the result of the separate

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

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

further operations therein subject to the provisions hereof.

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

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

however, no well shall be pemianently plugged and abandoned unless and until all parties having the right to conduct further

operations therein have been nolitled of the proposed abandonment and afforded the opportunity to elect to take over the well

in accordance with the provisions of this Article VI.E,; and provided further, that Non-Consenting Parlies who own an interest

in a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as

provided in Article Vl,B,2,(b),

F. Termination of Operations:

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

•^hirlmo Kill nr>l to Initial cKall nnl Kt> l*»rm»nolfvI
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dircclly from the purchaser thereof for its share of all production.

If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate

share of the Oil produced from the Contract Area. Operator shall have the right, subject to the revocation at will by

the party owning it, but not the obligation, to purchase such Oil or sell it to others at any time and from time to

time, for the account of the non-takim< party at the same price obtained for Operator's share of production undei: an arins
length third party purchase or sales contract. Any such purchase or sale by Operator may be terminated by

Operator upon at least ton (10) thirty (30) days written notice to the owner of said production and shall be subject always to

the right of the owner of the production upon at least ten (10) thirty (30) days written notice to Operator to exercise at any

time its right to take in kind, or separately dispose of, its share of all Oil. not previously delivered to a purchaser.

Any purchase or sale by Operator of any other party's share of Oil shall be only for such reasonable periods of time

as are consistent with the minimum needs of the industry under the particular circumstances, but in no event for a

period in excess of one (1) year provided however, that the effective date of anv such revocation mav be deferred at
Operator's election for a period not to exceed ninetv (?01i davs if Operator has committed such produchon to a purchase
contract having a term extending beyond such thirty'(30) day period .

Any such sale of Oil and Gas by Operator shall be in a manner commercially reasonable under the circumstances but Operator

shall have no duty to share any existing market or to obtain a price equal to that received under any existing

market. The sale or delivery by Operator of a non-taking party's share of Oil and Gas under the lemis of any existing

contract of Operator shall not give the non-taking party any interest in or make the non-taking party a party to said

contract. No purchase shall be made by Operator without first giving the non-taking party at least ten (10) days

written notice of such intended purchase and the price to be paid or the pricing basis to be used.

All parties shall give timely written notice to Operator of their Gas marketing arrangements for the following

month, excluding price, and shall notify Operator immediately in the event of a change in such arrangements.

Operator shall maintain records of all marketing arrangements, and of volumes actually sold or transported, which

records shall be made available to Non-Operators upon reasonable request.

In the event one or more parties' fail b> take in kind or separately dispose of its/their proportionate share of gas, and if such
parties' separate disposition ot its/their share ol the (ias causes spin-stream deliveries to separate

pipelines and/or deliveries which on a day-to-day basis for any reason are not exactly equal to a parly's respective proportion

ate share of total Gas sales to be allocated to it. the balancina or accounting between the parties shall be in accordance with
intheform

any the Gas blialancing aVgreement between the parties hereto. / whether such an agreement ts- attached as Exhibit h or is a

separate agreement. Operator shall aive notice to all parties of the first sales of Gas from anv well under this agreement. If any
parly creates the necessity for separate measurement facilities such parly shall bear alfcosts related to purchase,
mslallalioii and maintenance of such facilities.

B Ontion No. 2: No Gas Bulnncing .\ereement:

the Contrac-i- -Area,—exclusive of ■ production which—may be—used—in development and—producing operations and—m

incurred in the taking in kind or separole disposition by any party of its proportionate share of the production shall

be borne by such party.—Any party talting it-s share of production in kind shall be required to pay for only its

priHiuction from the C'onirflct-Areri. and. exc-ept as provided in Article VII.B.. Pihall he entitled to receive payment

—II" any party fails ttvmake the arfangements necessary to tuke-iii kind- or ■separately dispose of its proportionote
share of (he Oil—and/or Guti—produced—twrn—the—Contract—Afeu;—Operator .ohaii—have the—right, subject to (he
revocation at will by the party owning-it. but not the obiigationr-to-purchase such Oil and/or Gas or sell it to others
at any time and from time to time, for the account of the non-taking party.—Any such purchase or sale by Operator
may be terminated by Operator upon at least-ton (IO-)-days-written notice to the owner of said production and shall
be aubjcct always to the right of the owner of the-production upon at least ten (10) days wrilten-notice to Operator
te- -tts iln to-take kind.- iparalely dispose of. its 'ihare of ull -Oil and/or Gas not previously delivered
to a piirchQGer; provided, however, that the elTective date of any such revocation may be deferred at ■ Operatof-s
elecHen—fer—a—period—net—to cxceoJ—ninety (90) days—if-Qperator- has—committed—sueh—production—te—a—purc-hase
contract havingra temi extending beyond such ten (10) day period.-Any^purchose of sale by Operator of any other
party's—share—of- Oil—and/or Gas—shah—be—enly—fer—sueb—reasonable—pewwis—of time—as—are—consistent—w4th—the

shall-have no-duty to share any-existing- market or transportation arrangement or-to obtain a price or transportation

Operator of a ncin taking party's share of production under the terms of any existing contract of—Operator shall not
give the non taking party any interest in or make the now talcing party a party to said contract.—No-purchase of Oil
and Gas and no sale of Gas shall be made by Operator without fi rst giving the non taking party ten days written
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principals, in their relations with each other under this agreement, the parlies shall not be considered fiduciaries or to have

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

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

with respect to activities hereunder.
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1  B. Liens and Security interests:

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

3  Leases and Oil and Gas Interests in the Contract Area, and a security interest and/or purchase money security interest in any
4  interest it now owns or hereafter acquires in the personal property and llxtures on or used or obtained for use in connection

5  therewith, to secure performance of all of its obligations under this agreement including but not limited to payment of expense.

6  interest and fees, the proper disbursement of all monies paid hereunder. the assignment or relinquishment of interest in Oil

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

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

9  overriding royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or unili/ed therewith or

10 otherwise becoming subject to this agreement, the Oil and Gas when extracted therefrom and equipment situated thereon or

11 used or obtained for use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and accounts

12 (including, without limitation, accounts arising from gas imbalances or from the sale of Oil and/or Gas at the wellhead).

13 contract rights, inventory and general intangibles relating thereto or arising therefrom, and all proceeds and products of the

14 foregoing.

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

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

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

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

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

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

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

22 financing statement with the proper olUcer under the Uniform Commercial Code.

23 Each party represents and warrants to the other parties hereto that the lien and security interest granted by such party to

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

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

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

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

28 to the lien and security interest granted by this Article VII.B. as to ail obligations attributable to such interest hereunder

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

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

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

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

33 election of remedies or otherwise aflect the lien rights or security interest as security for the payment thereof in

34 addition, upon default by any party in the payment of its share of expenses, interests or fees, or upon the improper use

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

36 from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas until the amount owed by
37 such party, plus interest as provided in "Exhibit C." has been received, and shall have the riglit to offset the amount

38 owed against the proceeds from the sale of such defaulting party's share of Oil and Gas. All—purchasers of production
39 may rely on a notification of default from the non defaulting party or parties stating the amount due as a result of the

41 this paragfHpl>T

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

45 paying its share of the unpaid amount shall be secured by the liens and security rights described in Article VII.B.. and each
46 paying party may independently pursue any remedy available hereunder or otherwise.

47 If any party does not perform all of its obligations hereunder. and the failure to perform subjects such party to foreclosure

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

49 party waives any available right of redemption from and after the dale of judgment, any required valuation or appraisement
50 of the mortgaged or secured property prior to sale, any available right to stay execution or to require a marshaling ol assets

51 and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law. each party

52 hereby grants to the other parties a power of sale as to any property that is subject to the lien and security rights granted
53 hereunder. such power to be exercised in the manner provided by applicable law or othenvisc in a commercially reasonable
54 manner and upon reasonable notice.

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

56 law of any state in which the Contract Area is situated to enforce the obligations of each pany hereunder. Without limiting

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

58 utilize the mechanics' or matcrialmen's lien law of the state in which the Contract Area is situated in order to secure the

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

60 I C. Advances: Advancement of estimated costs shall be in accordance with .Article XVl.C
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1  only by Operator, except that Operator shall deliver any such notice and election requested by a non-delaiilting Non-Operator.
2  and when Operator is the parly in default, the applicable notices and elections can be delivered by any Non-Operator.
3  Election of any one or more of the following remedies shall not preclude the subsequent use of any other remedy specified
4  below or otherwise available to a non-defaulting^arty. ^ Q eratp shH,ll
5 I 1. Suspension of Rights: Any'pany^'m")^ deliver^to'^lfc p'tiny'in ^tault a Notice of Default, which shall specify the default.
6  specify' the action to be taken to cure the default, and specify that failure to take such action will result in the e.vercise of one
7  or more of the remedies provided in this Article. If the default is not cured within thirty (30) days of the delivery of such

8  Notice of Default, all of the rights of the defaulting party granted by this agreement may upon notice be suspended until the

9  default is cured, without prejudice to the right of the non-defaulting party or parties to continue to enforce the obligations of

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

11 Non-Operators shall have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Area

12 after excluding the voting interest of Operator, to appoint a new Operator efTective immediately. The rights of a defaulting

13 party that may be suspended hercunder at the election of the non-defaulting parties shall include, without limitation, the right

14 to receive information as to any operation conducted hercunder during the period of such default, the right to elect to

15 participate in an operation proposed under Article VI.B. of this agreement, the right to participate in an operation being

16 conducted under this agreement even if the party has previously elected to participate in such operation, and the right to

17 receive proceeds of production from any well subject to this agreement.

18 2. Suit for Damages: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (at joint

19 account expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default

20 until the date of collection at the rate specified in lixhibit "C" attached hereto. Nothing herein shall prevent any party from

21 suing any defaulting party to collect consequential damages accruing to such party as a result of the default.

22 3. Deemed Non-Consent: The non-defaulting party may deliver a written Notice of Non-Consent Election to the

23 defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in

24 which event if the billing is for the drilling a new well or the Plugging Back. Sidetracking. Reworking or Deepening of a

25 well which is to be or has been plugged as a dry hole, or for the Completion or Recompletion of any well, the defaulting

26 party will be conclusively deemed to have elected not to participate in the operation and to be a Non-Consenting Party with

27 respect thereto under Article VI.B. or VI.C.. as the case may be. to the extent of the costs unpaid by such party.

28 notwithstanding any election to participate theretofore made. If election is made to proceed under this provision, then the

29 non-defaulting purtieo may not-elect to sue for the unpaid amount pursuant to Article VII.D.2.

30 Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure

31 its default by paying its unpaid share of costs plus interest at the rate set forth in Exhibit "C." provided, however, such

32 payment shall not prejudice the rights of the non-defaulting parties to pursue remedies for damages incurred by the non-

33 defaulting parties as a result of the default. Any interest relinquished pursuant to this Article VII.D.3. shall be otTered to the

34 non-defaulting parties in proportion to their interests, and the non-defaulting parties electing to participate in the ownership

35 of such interest shall be required to contribute their shares of the defaulted amount upon their election to participate therein.

36 4. Advance Payment: If a default is not cured within thirty (30) days of the delivery of a Notice of Default. Operator, or
37 Non-Operators if Operator is the defaulting party, may thereafter require advance payment from the defaulting
38 party of such defaulting party's anticipated share of any item of expense for which Operator, or Non-Operators, as the case may
39 be. would be entitled to reimbursement under any provision of this agreement, whether or not such expense was the subject of
40 the previous delault. Such right includes, but is not limited to. the right to require advance payment for the estimated costs of
41 drilling a well or Completion of a well as to which an election to participate in drilling or Completion has been made. If the
42 defaulting party fails to pay the required advance payment, the non-defaulting parties may pursue any of the remedies provided
43 in the Article VII.D. or any other default remedy provided elsewhere in this agreement. Any excess of funds advanced remaining
44 when the operation is completed and all costs have been paid shall be promptly returned to the advancina party.

45 5. Costs and Attorneys' l-'ees: In the event any party is required to bring legal proceedings to enforce any financial
46 obligation of a party hercunder. the prevailing party in such action shall be entitled to recover all court costs, costs of

47 collection, and a reasonable attorney's fee. which the lien provided for herein shall also secure.

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

49 Rentals, shut-in well .payments and minimum, royalties which may be required under the terms of any lease shall be paid
cA .. u Operator for the joint accyunt.of the parties hereto. Opera.tor shall bin the parties hereto for their proportionate share of50 all such navnients in accordance with the ( OPAS attached as Exhibit

by the r party or parties who subjected such lease to this agree

own and have contributed-interesto in the some Icqso to this agreement, such purtiea moy-designate one of ouch parties to

moke SQid payments lor-and on behalf of-all such parties. Any party may request, and shall be entitled to receive, proper
evidence of all such payments. In the event of failure to make proper payment of any rental, shut-in well payment or
minimum royally through mistake or oversight where such payment is required to continue the lease in force, any loss which
results from such non-payment shall be borne in aceordanee w ith the provisions of Article I V.B.arJ

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or return to
production of a producing well, at least five (5) days (excluding .Saturday, Sunday, and legal holidays) prior to taking such

action, or at the earliest opportunity permitted by circumstances, but assumes no liability for failure to do so. In the event of

failure by Operator to so notify Non-Operators, the loss of any lease contrihuted hereto by Non-Operators for failure to make
nf onx' cViiif.in w.'li r»a\'mfnt clmll Kt. K<,r.n. inintii' »h,. nQHioi; iin<W tfiA nrovicionc rtf Arti'-lw
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if Operator considers any tax assessment improper. Operator may, at its discretion, protest within the time and manner

prescribed by law. and prosecute the protest to a llnal determination, unless all parties agree to abandon the protest prior to final

determination. During the pendency of administrative or judicial proceedings. Operator may elect to pay, under protest, all such la.\es

and any interest and penalty. When any such protested assessment shall have been finally determined. Operator shall pay the tax for

the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be

paid by them, as provided in Exhibit "C."

Each party shall pay or cause to be paid all production, severance, excise, gathering and other taxes imposed upon or with respect

to the production or handling of such party's share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIII.

ACQlilSITION, MAINTENA.NCE OR I R.ANSFER OF INTEREST

A. Surrender of Leases:

The Leases covered by this agreement, insofar as they embrace acreage in the Contract Area, shall not be surrendered in whole

or in part unless all parties consent thereto.

However, should any party desire to surrender its interest in any Lease or in any portion thereof, such party shall give written

notice of the proposed surrender to all parties, and the parties to whom such notice is delivered shall have thirty (30) days after

delivery of the notice within which to notify the party proposing the surrender whether they elect to consent thereto. Failure of a

party to whom such notice is delivered to reply within said 3()-day period shall constitute a consent to the surrender of the Leases

described in the notice. If all parties do not agree or consent thereto, the party desiring to surrender shall assign, without express or

implied warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and equipment which may be

located thereon and any rights in produetion thereafter secured, to the panics not consenting to such surrender. If the interest of the

assigning party is or includes an Oil and Gas Interest, the iissigning party shall execute and deliver to the party or parties not

consenting to such surrender an oil and 2<is lea.se coverina such Oil and Gas Interest for a term of one (1) year and so long
a mutually agreeable form.

thereafter as Oil and/or Gas is produced trom the land covered thereby, such lea.se to be on / the lonn attached hereto as Exhibit "B."

Upon such assignment or lease, the assigning party shall be relieved from all obligations thereafter accruing, but not theretofore

accrued, with respect to the interest assigned or leased and the operation of any well attributable thereto, and the assigning party

shall have no further interest in the assigned or leased premises and its equipment and production, other than the royalties-retained

in an> lease mude under the tomis of this Article. The party assignee or lessee shall pay to the party assignor or lessor the

reasonable salvage value of the latter's interest in any well's salvable materials and equipment attributable to the assigned or leased

acreage. The value of all salvable materials and equipment shall be determined in accordance with the provisions of E.xhibit "C," less

the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. If sueh-value is less

assignment or lease is in favor of more than one party, the interest shall be shared by such parties in the proportions that the

interest of each bears to the total interest of all such parties. If the interest of the parties to whom the assignment is to be made

varies according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering

party's interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area; and the acreage

assigned, leased or surrendered, and subsequent operations thereon, shall not thereafter be subject to the terms and provisions of this

agreement but shall be deemed subject to an Operating Agreement in the fomi of this agreement,

B. Renewal, e^-Extension or Acquisition of Leases:
(

If any partv
subject ^ -40- -4lHS agreement.

w hich shall include renewals and extensions) ^
an Oil and Gas Lease / on lands or Interest within the Contract .Area

then all other parties

shall be notified promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,

promptly upon expiration of the existing Lease. The parties notified shall have the right for a period of thirty (30) days following
acquired, OilandCas

deliver)' of such notice in which to elect to participate in the ownership of the / renewal or replacement / Lease, insofar as such Lease

affects lands within the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost

allocated to that part of such l.ease within the Contract Area, which shall be in proportion to the interest held at that time by the
acquired. Oil and Gas ,

parties in the Contract Area. Each part)' who participates in the purchase of an / renewal or replacement / Lease shall be given an

assignment of its proportionate interest therein by the acquiring party.
Oil and Gasacquired.

If some, but less than all. of the parties elect to participate m the purchase of an / Lease, it shall be owned

by the parties who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in

the Contract Area to the aggregate of the percentages of participation in the Contract Area of all parties participating in the
^acquired. Oil and Gas,

purchase of such renewal or replacement Lease. The acquisition of an
^ILUUIICU. wii niiu \ja..

shall not cause a readjustment of the interests of the parties stated m Exhibit "A." but any / Rwewttl- or replacement / Lease m which

less than all parties elect to participate shall not be subject to this agreement but shall be deemed subject to a separate Operating

Agreement in the form of this agreement.

if the interests of the parties in the Contract Area var\ according to depth, then their right to participate proportionately in
Oil and Gas „ , . . -

acquired, renewal or replacement / Leases and their right to receive an assignment ol interest shall also reflect such depth variances.
Ouand Gas , ,

The provisions of this Article shall apply to -renewal-or replacement / Leases whether they are lor the entire interest covered by

the expiring Lease or cover (mj^- a^ojtion of its area or an interest therein. Any renewal or replacement Lease taken before the
expiration of its predecessor / Lease, or taken or contracted for or becoming effective within six (6) months after the expiration of the

iKu>r>t ihtc ^ ft t
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1  If any party contracts for any consideration relating to disposition of such parly's share of substances produced hereunder,

2  such consideration shall not be deemed a contribution as contemplated in this Article VIII.C.

3  D. Assignment; Maintenance oriiniform Interest:

4  I'or the purpose of maintaining uniformity of ownership in the Contract Area in the Oil and Gas l.eases. Oil and Gas

5  Interests, wells, equipment and production covered by this agreement no party shall sell, encumber, transfer or make other

6  disposition of its interest in the Oil and Gas Leases and Oil and Gas Interests embraced within the Contract Area or in wells,

7  equipment and production unless such disposition covers either:

8  I. the entire interest of the party in all Oil and Gas Leases. Oil and Gas Interests, wells, equipment and production; or

9  2. an equal undivided percent of the parly's present interest in all Oil and Gas Leases. Oil and Gas Interests, wells.

10 equipment and production in the Contract Area.

1 1 livery sale, encumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement

12 and shall be made without prejudice to the right of the other parties, and any transferee of an ownership interest in any Oil and

13 Gas Lease or Interest shall be deemed a party to this agreement as to the interest conveyed from and after the efTective date of

14 the transfer of ownership; provided, however, that the other parties shall not be required to recognize any such sale.

15 encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have received a copy of the

16 instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferee. No assignment or other

17 disposition of interest by a party shall relieve such party of obligations previously incurred by such party hereunder with respect

18 to the interest transferred, including without limitation the obligation of a party to pay all costs attributable to an operation

19 conducted hereunder in which such party has agreed to participate prior to making such assignment, and the lien and security

20 interest granted by Article VII.B. shall continue to burden the interest transferred to secure payment of any such obligations.

21 If. at any time the interest of any party is divided among and owned by four or more co-owners. Operator, at its discretion.

22 may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures.

23 receive billings for and approve and pay such party's share of the joint expenses, and to deal generally with, and with power to

24 bind, the co-owners of such party's interest within the scope of the operations embraced in this agreement; however, all such co-

25 owners shall have the right to enter into and execute all contracts or agreements for the disposition of their respective shares of

26 the Oil and Gas produced from the Contract Area and they shall have the right to receive, separately, payment of the sale

27 proceeds thereof.

28 £. Waiver of Rights to Partition:

29 If permitted by the laws of the stale or states in which the property covered hereby is located, each party hereto owning an

30 undivided interest in the Contract Area waives any and all rights it may have to partition and have set aside to it in severally its

31 undivided interest therein.

32

33

34 Should any party desire to sell all or-any part of its interests under-this-agreement. or its rights and intureiits in the Contract

35 Area, it shall promptly give written notice to the other parties, with full information concerning its proposed disposition, which

36 shall include the name und address of the prospective truniiferee (who must be ready-.-wiUing and able to purchase), the purchase

37 price, o legal- description sufllcient to identifv the property, and all other terms of-tlie-o(Ter.—The other parties shall then have-an

38 optional prior right, for a period of ten (10) days after the-notice is delivered, to purchase lor-4he stated conaideration on the

39 same-terms and conditions the interest which the other party proposes to sell; and, if this optional- right is exorcised, the

40 purchasing parties shall share-the purchased interest in the proportions-that-the interest of each bears to the total interest of all

41 purulrasing parties,—However, there shall-be-no-proforenlial right to-purchase in those cases where any party wishes- to mortgage

42 its interests, or to transfer-title to its interests to its mortgagee in lieu of or pursuant-to foreclosure of a mortgage of its interests.

43 or to dispose-of its iiiteresto by merger, reorganization, consolidation, or by-sale of-all or substantially oil of its Oil and Gas aiiiiets

44 to any party, or by transfer of its interests to a subsidiary-or parent company or to a subsidiary of a-parent-c-t»mpany. or to-any

45 company in which such party owns a majority of the stock.

46 ARITCT.F, IX.

47 INTERNAL REV ENl E CODE ELECTION

48 If. for federal income tax purposes, this agreement and the operations hereunder are regarded as a partnership, and if the

49 parties have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agreement between them, each

50 party thereby afTectcd elects to be excluded from the application of all of the provisions of Subchapter "K." Chapter I. Subtitle

51 "A." of the Internal Revenue Code of 1986. as amended ("Code"), as permitted and authorized by Section 761 of the Code and

52 the regulations promulgated thereunder. Operator is authorized and directed to execute on behalf of each parly hereby affected

53 such evidence of this election as may be required by the Secretary of the Treasury of the United States or the ("ederal Intemal

54 Revenue Service, including specifically, but not by way of limitation, all of the rctums. statements, and the data required by

55 Treasury Regulation §1.761. Should there be any requirement that each parly hereby alTccted give further evidence of this

56 election, each such party shall execute such documents and furnish such other evidence as may be required by the Federal Intemal

57 Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or take any other action

58 inconsistent with the election made hereby. If any present or future income tax laws of the state or stales in which the Contract

59 Area is located or any future income tax laws of the United States contain provisions similar to those in Subchapter "K." Chapter

60 I. Subtitle "A." of the Code, under which an election similar to that provided by Section 761 of the Code is permitted, each party
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ARTKl.KXI.

FORCE MAJEllRE

If any party is rendered unable, wholly or in part, by Ibrce majeure to carr>' out its obligations under this agreement, other
than the obligation to indemnify or make money payments or furnish security, that party shall give to all other parties

prompt written notice of the force majeure with reasonably full particulars concerning it; thereupon, the obligations of the
party giving the notice, so far as they are alTected by the force majeure. shall be suspended during, but no longer than, the

continuance of the force majeure. The term "force majeure." as here employed, shall mean an act of God. strike, lockout, or

other industrial disturbance, act of the public enemy, war. blockade, public riot, tightening./ 'IWe, storm, flood or other act of
nature, e.xplosion, governmental action, governmental delay, restraint or inaction, unavailability of equipment, and any other

cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party

claiming suspension.

The afTected party shall use all reasonable diligence to remove the force majeure situation as quickly as practicable. The

requirement that any force majeure shall be remedied with all reasonable dispatch shall not require the settlement of strikes,

lockouts, or other labor difilcully by the party involved, contrary to its wishes; how all such difficulties shall be handled shall

be entirely within the discretion of the party concemed.

ARTICLE XII.

NOTICES

All notices authorized or required between the parties by any of the provisions of (his agreement, unless otherwise

specifically provided, shall be in writing and delivered in person or by United States mail, courier serviee. telegram, telex.

telecopier / or any other fomt of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on

Exhibit "A." All telephone or oral notices permitted by this agreement shall be confirmed immediately thereafter by written

Notice (oral notice will not be considered valid notice unless written confirmation is received with in forty-eight (48) hours of such
oral notice) . "fhe originating notice given under any provision hereof shall be deemed delivered only when received by the party to

whom such notice is directed, and the time for such party to deliver any notice in response thereto shall run from the date

the originating notice is received. "Receipt" for purposes of this agreement with respect to written notice delivered liereundcr

shall be actual delivery of the notice to the address of the party to be notified specified in accordance with this aareement. or
email address , ,

to the telecopy, facsimile, er-telex machine / of such party. Fhc second or any responsive notice shall be deemed delivered when

deposited in the United States mail or at the ofllce of the courier or telegraph service, or upon transmittal by telex, telecopy,
or ccDHil flc^iJrcss

eF-facsimile./ or when personally delivered to the party to be notified, provided, that when response is required within 24 or

48 hours, such response shall be given orally or by telephone, telex, telecopy, email or other facsimile within such period. Each party

shall have the right to change its address at any time, and from lime to time, by giving written notice thereof to all other

parties. If a party is not available to receive notice orally or by telephone when a party attempts to deliver a notice required

to be delivered within 24 or 48 hour.s. the notice may be delivered in writing by any other method specified herein and shall

be deemed delivered in the same manner provided above for any responsive notice.

ARTICLE XIIL

I ERM OF AGREEMENT

This agreement shall remain in full force and eftect as to the Oil and Gas Leases and/or Oil and Gas Interests subject
hereto for a period of six (6) months after the last Oil and Gas Lease, or extension or rencH;al thereof, within the Contract Area
expires or is terminated, the period-ef-tmie selected below; provided, hovvever.'-no-pany hereto shall ewr be construed us having any rigtit:
mic

or interest-in or k) any Lease or Oil and Gas Interest-contributed by any other party bey ond the term of this agreement.
g Option No. l: So long as unv of the Oil and Gas Leases subject to this agreement remain or continued in

B Option No. 2: In-thc event the well described in Article VI.A., or any-subsequent well drilled under any provision

eP-this-Qgrooment. results in the Gompletion of u svell as- n-woll capable of production of Oil and/oF Gas in paying
quantities, this Qgroeinont Qhall continue in force so long as

^—days—thereafter;—provided. -additional—period of

eapiible production

.  one or more of the parties hereto are engaged in drilling. Reworking. Deepening.

-attempting to Complete or Re com|: a well or wells hereunder. this agreement shaH

continue—in—foree—tmHl—auch operalionii—tiave—been—eempleled—and—if production—results—therefrom:—ttits—agreemeiH

drilled hereunder:-reiuills in a dry hole, and no other well—is-

Contract—Amt-.—th«—agreement—shall—terminate—unless—dfttii

■eapnble of" producing -Oil—and/or Gas—ffom—the
-Deepening:—Sidetrack

Reworking operations are oomineiiced within

Completing.—Re-
duvs from the

date of abandonment of said well.—"Abandonment" for such-purposes shall mean either (i) a decision by all parties
net—te—senduct—any—further—operations on—(he—wsfti—or——the—elapse—ef—1-S9—days——the conduct—of any

The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any
remedy therefor which has accrued or attached prior to the dale of such termination.

Upon termination of this agreement and the satisfaction of all obligations hereunder. in the event a memorandum of this
Operating Agreement has been tiled of record. Operator is authorized to Ilie of record in all necessary recording offices a

r>r tr'krmin?*!! nQr1\' t^l it^rminQtirvn tr» f~>r><»rafnr'c
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Nothing herein contained shall grant, or be construed to grant. Operator the right or authority to waive or release any
rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or

END OF PAGE 16
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orders promulgated under such laws in rclerence to oil. gas and mineral operations, including the location, operation, or

production of wells, on tracts olTsetting or adjacent to the Contract Area.

With respect to the operations hereunder, Non-Operators agree to release Operator from any and all losses, damages,

injuries, claims and causes of action arising out of. incident to or resulting directly or indirectly from Operator's interpretation

or application of rules, rulings, regulations or orders of the Department of L-nergy or Federal Energy Regulatory Commission

or predecessor or successor agencies to the extent such interpretation or application was made in good faith and does not

constitute gross negligence. Each Non-Operator further agrees to reimburse Operator for such Non-Operator's share of

production or any refund, fine, levy or other governmental sanction that Operator may he required to pay as a result of such

an incorrect interpretation or application, together with interest and penalties thereon owing by Operator as a result of such

incorrect interpretation or application.

ARTICLE XV.

MISCELLANEODS

A. Execution:

This agreement shall be binding upon each Non-Operator when this agreement or a counterpart thereof has been

executed by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of

the parties to which it is tendered or which are listed on Exhibit "A" as owning an interest in the Contract Area or which

own. in fact, an interest in the Contract Area. Operator may. however, by written notice to all Non-Operators-who have

become bound by this agreement as-aforesaid, given at any time prior to the actual spud date-of the Initial Well but in no

agreement—if Operator in—its—sole discretion—deteniiines that—there—is—insulTicient—participation to justify-c-ommencemont—of

drilling operations;—In the event of such a termination by Operator, all further obligations of the parties hereunder shall -cease

hereunder. all sums so advanced shall be returned to nuch Non Operator without interest. In- tlw event—Operator proceeds

with drilling operations for the Initial Well without the execution hereof by all persons listed on Exhibit "A" as having a

current—working interest in such well. Operator shall indemnify Mon Qporators with respect to all costs- ■incurred—for the
Initial Well which would have been charged to ouch person under this agreement if such person had executed the same and
Qperator .s hall receive all revenues which would have boon receivcd-by nuch person under ihio agreement if such person-had

B. Successors and Assigns:
This agreement shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,

devisees, legal representatives, successors and assigns, and the terms hereof shall be deemed to run with the Leases or
Interests included within the Contract Area.

C. Counterparts:

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

D. Severabiiity:
For the purposes of assuming or rejecting this agreement as an executory contract pursuant to federal bankruptcy laws,

this agreement shall not be severable. but rather must be assumed or rejected in its entirety, and the failure of any party to
this agreement to comply with all of its financial obligations provided herein shall be a material default.

ARTICLE XVT.

OTHER PROVISIONS

-T-his-Agrcem<4tt-«hftH"be"Stib}eot-to-that-«rtttm-PftFlieip9tr6n-Agre«aeflt-dated-tbe-JiHiHfliy-1-.-3Al-2i-betsvceft-AM"WBhe,
4TLC'-a4Hi-Bridee-En«rt!Vvin€>re4-afrC-ov«riiig-tb«-\V414<>w-aml-44{iiiMJto«-Ar-ea>-lf-any"PF-ov4si(>fl-of'tbi>>-.AgF«cm«i>44s-m-ceBfltel-wi(li-aiiy
proYisitm-of-Hattf-Participatiofr-Agrecnrcntr-tW-provmotw-fff-thc-Parttctpatron-Agrccmcnt-idtati-govem-attd-cmitrol.

Initial ell.\Q(„ jthstaiiding anything herein to the contrary, if any provision of this .Article XVI is in conflict with Articles I. through
XV of this Operating Agreement or any Exhibit to this Operating Agreement, the provisions of this Article XVI shall govern and
control.

A. FRIORITA OF OPERATIONS

1. AVhcn any well has been drilled to its authorized depth, if the Consenting Parties to the drilling of such well
cannot mutually agree upon the conduct of further operations, the operations proposed to be conducted shall be governed by the
following sequence of priority:

(a) a proposal to do additional logging, coring or testing of the open hole: then
(b) a proposal to attempt to complete the well in the objective formation: then
(c) a proposal to plug the well back and to attempt a completion in a formation above or below the objective

formation: then
(d) a proposal to deepen the well: then
(e) a proposal to sidetrack the well: then
(0 a propo.sal to plug and abandon the well.

No party may propose any operation with respect to any well under this .Article (1) while there is pending a prior proposal for any
operation respecting such well until that proposal is withdrawn or terminates, or until the operation contemplated thereby has been
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I  (0 Drilling Prognosis.

^  The receiving parties shall have a period of thirt> (30) days after receipt of such Proposal in which to make their
3  participation election in the Proposed Well by returning to the Operator Its election and approved AFK. If a Part>' elects not to
4  participate in the Proposed Well or fails to timely notify Operator of its election within said thirty (30) days of receipt of such

Proposal, that party shall, by such election or inaction, be deemed a Non-('onsenting Party and shall have forfeited, without recourse,
compensation or reimbursement of costs, all of its rights, title and interests in and to the Proposed Well and all Oil & Gas Interests

6  associated with the Proposed \>'cll as provided in Article \V1. I), below. In the event the initial well is not drilled within the time
7  frames provided under this Operating Agreement, the Weil Proposal shall be considered as though it had never been made. Any funds

fonvarded to the Operator shall be returned within ten (10) business days of the expiration of the ninety (90) day period and any
interest forfeited shall be returned or assigned back to the Non-Consenting Partv.

9

10 2. No more than four (4) well propttsals may be outstanding at any one time, unless it is necessary to sooner
11 commence drilling operations on another well to preserve one or more leases, to satisfy an express off-set well obligation, or farmout.

3. For the purposes of this Article \>'I.B, a proposal is no longer considered outstanding when a well has been
13 Completed, abandoned, or drilling operations are not commenced within the time period allowed for proposed operations under this
14 Operating Agreement.

15

16

17 I. DRILLING COSTS

I ̂
Operator shall from time to time call for and receive from Non-Operators, payment in advance of Non-

1^ Operators' share of the estimated cost to drill any well to its total depth, to conduct open hole tests, therein, prior to a completion
20 attempt, and to plug and abandon same as a dry hole, which right will be exercised by submission to Non-Operators, of an AFE and
2] invoice for Non-Operators' share thereof. Non-Operators shall, within thirty (30) days following receipt of Operator's Invoice and

AFE, deliver to Operator. Non-Operators' share of the Invoice and approved AFE. Failure by any Non-Operator to timely deliver its
share of cost and approved AFE shall constitute an election to not participate in the drilling of such well; and in the event such well is

23 the Initial Well or Substitute Well, such Non-Operator shall be deemed to have forfeited, without recourse, all of its right, title and
24 interest in and to the Contract Area; or in the event such well is any well other than the Initial Well or Substitute Well ("Subsequent

Well") the terms of Article WI.D shall apply. Proper adjustment shall be made between advances and actual expenses, to the end
that Non-Operators will pav onlv its share of actual costs.

26

27

C. ADVANCEMEN I OF COSTS

2. OTHERTHAN DRILLING COSTS

D. NON-CONSEN1 l O DRII.L W ELLS

Article VI.B.2. shall not apply to any Party's election nut to Join in and pay for the drilling of a well on a Contract
Area.

28
Operator, at its discretion, may from time to time demand and receive from one or more of the other parlies

29 payment in advance of their respective shares of the estimated amount of the expense to be incurred in operations proposed under this
30 Agreement Article VI. Operator shall submit to each such party, along with written notice of the proposed operation, an AFE

itemizing such estimated expense, together with an invoice for its share thereof. Each party shall pay to Operator its proportionate

share of such estimate w ithin the lime frame provided for delivery of notiHcation of said Party's election to participate in the proposed
operation. Failure by any Party to timely deliver its share of said estimated expense within said lime frame shall constitute an election

33 to not participate in such operations, except for in the ease of elections under Artiele VI.E.

34

35

36 Notwithstanding any thing in this Operating Agreement to the contrary,

37

38

39

^  In the event any Party elects not to drill any well, the Non-Consenting Party shall, if such well is completed as an oil and/or gas well,
immediately assign to the Consenting Parties, all rights, title and interests in and to the well and wellbore, including, without
limitation, all production and revenues related thereto, all equipment and facilities, personal property, rights of ingress and egress.

42 surface access and use, related thereto.

43
Such assignment shall convey all rights betxveen the surface and the total depth drilled in such well, plus 100.0 feet.

4^ 2. In the event any well is not commenced within 90 days of proposing such well and thereafter drilled to its
46 authorized depth, or is timely commenced and thereafter drilled to its authorized depth but is thereafter plugged and abandoned as a
4'j dry hole, no assignment by the Non-Consenting Party shall be due.

3. Article \T.B.2. will not apply to any operation which is necessary to perpetuate an expiring Oil and Gas Lease or
49 interest therein or to perpetuate or earn rights in and to a lease pursuant to a farmout or other exploration agreement, including an

operation required in the continuous development provision of a lease, farmout or other exploration agreement ("Required
Operation"). If any Party elects not to participate in a Required Operation, the Non-Consenting Party w ill assign to the Consenting
Parties that portion of the Contract Area(s) as set forth in Article \\T.N.3, below.

52

53 4. Nothing herein shall ever be construed so as to require an assignment of any Non-Consenting Party's interest in a
producing well, or any land or lands in the contract area perpetuated thereby.

5. Any assignment shall not relieve the Non-Consenting Party from any obligation, liability or responsibility
56 theretofore incurred.

57

58

59

gQ I. Article VI.C.I. Option No. 2 shall apply to the completion of all wells.

E. NON-CONSEM lO COMPLE I E, REWORK, RECO.MPLETE. DEEPENING. SIDEI RAC KING OR PLLGGING

BACKOPER.ATION
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F. DEFAl LT
1

2

3  I. If any Party, including the Operator, fails to pay Its share of any cost v> hich it is obligated to pay under any
4  provision of this Agreement ("Defaulting Party"), and if such default continues for a period of fifteen (15) days follo>t ing delivery by

any of the other Parties ("Non-Defaulting Parties") of written notice of such default to the Defaulting Party, then at any time after the
expiration of such notice period, the Non-Defaulting Parlies shall be entitled to the following remedies:

6

7  (a) The Non-Defaulting Parties may suspend by written notice, any or all of the rights of the Defaulting
Part)' under this Agreement, without prejudice to the right of the Non-Defaulting Parties to continue to enforce the obligations
of the Defaulting Party under this Agreement. The rights of a Defaulting Party that may be suspended hereundcr at the

^  election of the Non-Defaulting Parties shall include, without limitation, the right to elect to participate in any subsequent
10 operation regarding the well to which the default relates, or any subsequent operation proposed under this Agreement: and

'' (b) The Non-Defaulting Parties may take any action to which it may be entitled or pursue any remedy to
collect the amounts in default, together w ith all damages suffered by the Non-Defaulting Parties as a result of the default, plus

13 interest accruing on the amounts recovered from the date of default until the date of collection at the rate specified in the
[4 Accounting Procedure together with reasonable attorney's fees and court costs related thereto: or

(c) The Non-Defaulting Parties may deliver a written notice to the Defaulting Party at any time after the
16 default occurs with the following cITect:

17
(i) If the hilling is for the completion or recomplction of a well, the

Defaulting Party will be deemed conclusively to have elected not to participate in the subject
operation under Paragraph VI.B.2. above from the time of the billing, w hich led to the default

20 6c a Non-('onsenting party with respect thereto, notwithstanding any election to
21 participate theretofore made.

22 (ii) (intil the delivery of such notice to the Defaulting Party, the Defaulting
23 Party shall have the right to cure its default by paying the unpaid billing(s) plus interest at the
24 rate set forth in the Accounting Procedure. Any interest relinquished pursuant to this

Paragraph shall be owned by the Non-Defaulting Parties pursuant to Paragraph VI.B.2.
above, and the Non-Defaulting Parties shall be liable to contribute its share of the defaulted

26 amount.

27
(iii) The Operator on behalf of the Non-Defaulting Parties may reduce any

and all revenues, if any, attributed to the Defaulting Party's interest by the amount in default
29 plus any interest charges accruing on such defaulting amount as provided in the Accounting

30 Procedure.

2. Notwithstanding the other provisions of this Paragraph, if a Party fails to pay part or ail of its share of costs
22 hereundcr because of a legitimate disagreement as to the appropriateness of part or all of the hilling(s) in question, and if such Party
33 makes such disagreement and the grounds therefore known to the other Parly in writing prior to the due date of such billing and
^4 timely tenders payment of all undisputed amounts, then such Party shall not be subject to Section I. (a) or I. (e) of this Paragraph.

25 3. Notwithstanding anything in this Operating Agreement to the contrary, in the event a Defaulting Party fails to
36 pay its share of costs which it is obligated to pay under any provision of this Agreement within (Iftecn (15) days after Defaulting

Party's receipt of notice of such failure to pay. the Operator, at its sole discretion, may w ithhold from a Non-Operator's production
revenues related to any well Operator operates pursuant to the Kxploratiun Agreement all accrued unpaid lease operating expenses,
past due balances, and accrued unpaid expenses allocated to any well Operator operates on behalf of a Non-Operator pursuant to the

39 Exploration Agreement.

40

41
G. OPERyVnONS ON PRODI CING WELLS

42 I. No well producing in paying quantities shall be reworked, recoinpleted or deepened, or plugged and abandoned
43 without the consent of all Parties, except that a well producing in paying quantities may he "fraeed" or othcnvise stimulated for the
.. purposes of enhancing existing production with the consent of the parties owning or representing at least 60.0% Percentage Interest in

the well.
45

46 2. The provisions of Article VLB. will apply to a proposal by any Party desiring that one or more producing zones
42 within a well be "fraeed" or otherwise stimulated for purposes of enhancing existing production. Except as set forth in Paragraph 1.

above, any such proposed stimulation of a producing well may be performed if so approved by the Parties owning the working interest
in such well or zone. The Party electing not to participate in the stimulation effort will be deemed a Non-Consenting Party and, as to

49 such stimulation, will be subject to the penalties othenvise provided in Article VLB.2. (a) and (b). The Consenting Parties in the
20 stimulation effort will not be liable in damages to the Non-C'onsenting Party, if, as a consequence of the attempted stimulation, the well
^ j or zone is damaged, lost or destroyed.

52 H. PIPELINE AND/OR GATHERING LINE CONSTRl CTION

53
(a) For each well within the Contract Area, each party shall pay its proportionate share of all pipeline, gathering and

related facilities costs constructed within the Contract Area.

55 (b) If any Party elects, in an operation not covered by Article VI, to construct, operate or purchase, or join in the
56 construction, operation or purchase of a pipeline and/or gathering line to transport production from, but not within,

the Contract Area, then such Party shall notify the other Parties furnishing all pertinent costs and information. The
Parties receiving such notice shall have the right to participate in the construction, operation and ownership of such

5^ pipeline and/or gathering line by assuming their proportionate shares of the obligations and paying the costs
59 attributable thereto.

60
r  11 I nr'iTiov
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such lease or leases at least 40 days in advance of such payments being due. Kailure to notify Operator and such other parties of a
parly*s election at least 40 days in advance of the rental payment due date shall be deemed an election to participate in payment of

^  rentals. If at any time a party elcets not to participate in payment of a delay rental, then the parties electing to participate in the
3  payment shall have the right to assume their respective proportionate shares of the interest in the affected lease of the party eleeting
4  not to participate by providing written notice to the other participating parties and Operator within 10 days after receipt of the notice

of a party 's election not to participate. Failure to provide such notice shall be deemed an election not to assume an interest. In the
event that after such elections an interest in the affected lease remains that has not been assumed. Operator within 48 hours shall

6  notify the participating parties, w ho may elect to assume their respective proportionate shares of such remaining interest by providing
7  written notice within 48 hours after receipt of notice of the interest that is available: failure to provide such notice shall be deemed an

election not to assume an additional interest. If, after all such elections, an interest remains that has not been assumed by a party,
then, at Operator's sole discretion, the Operator may elect either to assume the remaining interest and make the delay rental payment

^  or elect not to make the rental payment and allow the affected lease or leases to lapse and shall notify all of the parties.
10

1 1 A party electing to terminate its interest in a lease or leases shall assign its interest therein to the participating parties free of
any overriding royalty interests, net profits interests or other burdens or encumbrances other than the lessor's royalties and any
burdens listed on Fxhibit "A" hereof. Any such lease or leases shall be removed from the terms of this Operating Agreement but shall

13 be subject to the terms of an identical operating agreement between the participating parties with only the interests of the parties
j4 changed on Exhibit ".-V

' ̂ K. OAS MARKE riGN OPER.\ FOR AM) OPERATOR AS DISBl RSIN(; AGEM FOR NON-OPERATOR
16

17

18
I. Gas Marketing by Operator

27

28

38

1*^ If any party fails to make the arrangements necessary to take in kind or separately dispose of its proportionate share of Gas
20 produced from the ('ontract Area, Operator shall have the right, but not the obligation, to purchase such Gas or sell it to others at any

lime and from time to time, for the account of the non-taking party at the same price obtained for Operator's share of Gas production
under an arms length, third party, purchase or sales contract. Any such purchase or sale by Operator may be terminated by Operator
with a thirty (30) day prior w ritten notice to the ow ner of such Gas production. The ow ner of such (^as production shall, with a thirty

23 (30) day prior written notice to Operator, have the right at any time to exercise its right to take in kind, or separately dispose of, its
24 share of (ias production, provided, however, that such Gas production is not committed under a gas sales, transportation or

marketing contract. Any purchase or sale by Operator of any party's share of Gas under a gas sales, transportation or marketing
contraet shall be only for such reasonable periods of time as are consistent with gas sales, transportation or marketing contracts for

26 similar gas produced in the vicinity of the Contract Area.

Operator as Disbursing Agent

L. AFE/COS1 0\ ERRl N.S

29 .Subject to the right of Non-Operator to take in kind its share of production from the Contract .Area(s), Non-Operator
30 designates Operator as the agent of Non-Operator to receive and disburse the proceeds derived from the sale of oil and gas produced
^ I from the (k)ntraet Area(s). including, but not limited to, disbursements to Non-Operators, royalty ownei^, and payment of severance

and production taxes. Subject to provisions of the lien, security and default provisions of this Operating Agreement, Operator shall
remit to Non-Operators their proportionate share of such proceeds within thirty (30) days after the receipt by Operator of such

33 proceeds, less such Non-Operators share of all severance and production taxes.

34

35

36 Notwithstanding anything herein to the contrary. Operator shall not expend for any drilling, ('ompletion. Reworking,
27 Sidetracking, Deepening, Plugging Back or Recompleting operation an amount in excess of 115% of the amount authorized for the

total operation by virtue of the original or initial AFE without first submitting a Supplemental AFE(s) to the Non-Operator(s) for
approval. Any Non-Operator receiving such a Supplemental AFE(s) shall have a period of three (3) days which to either approve or

39 reject the additional expenditure (however, if a rig is on location, every such Non-Operator shall make its best efforts to respond
40 within 24 hours). Failure to respond shall constitute approval, in the event of non-approval, all subsequent operations conducted

pursuant to such Supplemental AFE(s) shall be subject to the provisions of Article V1.B.2, Operations By Less Than All Parties,
provided, however, that if a Non-Operator rejects the additional expenditure and the operation being conducted is a Required

*^2 Operation, said Non-Operator shall assign and forfeit to the parties continuing with the operation all of its interest in the leases or
43 portions thereof and to the formations and depths covered thereby which would be lost or not earned if such operation is not

continued. Fhis paragraph shall not apply to expenditures by the Operator which are required to deal with explosion, fire, flood or
other sudden emergency, whether of the same or dilTerent nature, or operations required to maintain the hole in a stable condition.

45

46 M. INFORMATION DISTRIBl TION LIST/GEOLOGICAL WELL REQl IREMENTS

47

48

49

50 N, REQl IRED OPERATIONS

1. If a proposal is made for the drilling. Deepening, Reworking. Plugging Back, Sidetracking or Recompleting ofa
52 well or wells or for any other operation proposed or required within six months of the expiraticm of any right and/or interest subject to
53 this Operating Agreement in order to (I) continue a lease or leases in force and elTect, or (2) maintain a unitized area or any portion

thereof In force and effect, or (3) earn an interest in and to oil and/or gas and other minerals w hich may be ow ned by any third party
or preserve any rights to such interest w hich, failing such operation, would revert t(» a third party, or (4) comply with an order issued

55 by a regulatory body having jurisdiction over the premises, failing w hich certain rights would terminate within such period, any such
56 operation shall be a "Required Operation'

57
2. Should fewer than all the parties hereto elect to participate and pay their proportionate part of the costs to be

incurred in a Required Operation, any party or parties desiring to participate shall have the right to do so in the manner provided
59 elsewhere herein, at their sole cost, risk and expense.

60
rA«krt-«< rfiAi r\«atinrt in Ur

Attached hereto as Exhibit "G". entitled "Information Distribution List/Cicological Well Requirements," is a summary of
the notice and data requirements which Operator hereby agrees to observe and perform with respect to each Non-Operator.
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,  O. ASStGN.VlKNTS

^  1. Any Assignments made as a result of forfeiture of interest, or as a result of Article VI. and/or Article XVI.D, K
3  and F shall be free of any overriding royaltv' interests, net profit interests, burdens on production or any other burdens or
4  encumbrances.

^  2. Subject to the provisions of Article \'III D., any party may sell or assign all or any portion of its interest in the Oil
6  and Gas Leases, Oil and Gas Interests, wells, equipment and production within the Contract Area covered by this agreement to one or
7  more third parties without the consent of any other party hereto, provided that such sale or assignment shall be made subject to the

provisions of this Operating Agreement and the Participation Agreement and the third part) assignee or assignees agree to assume
allfuturc obligations hereunder. Such sale or assignment shall not be binding upon the other parties to this agreement until Operator

9  is furnished with a copy of the legal instrument evidencing such conveyance. Once a party assigns an interest in the C-ontract Area to
10 one or more third parties and the Operator has been furnished with notice of such assignment as provided for herein, the assigning
I j party shall have no further liability or obligations under this agreement with respect to the interest so assigned except for those

outstanding liabilities or obligations due and owing to another party to this agreement for time periods prior to the cITective date of
the assignment.

13

14 3. In addition, the following language shall be added to any assignment or conveyance from any parties:

''This assignment is made subject to. and Assignee agrees to assume its proportionate share of all obligations
16 and liabilities arising under the terms of that certain Operating Agreement dated . naming
17 as Operator. Assignee expressly assumes responsibility for. and agrees to pay. perform, fulfill and

discharge its proportionate share of all claims, costs, expenses, liabilities and obligations accruing or relating
to, the ownership, operation, maintenance, exploration, production, or development of the Leases, wells and
equipment assigned herein, as to all periods on or after the efTective date of this assignment, including, without

20 limitation, all environmental claims. Without limiting the generality of any of the foregoing. Assignee accepts
21 responsibility fur and agrees to pay its proportionate share of all costs and expenses associated with plugging

and abandonment of the wells assigned herein, together with surface restoration required under applicable
22 Ian, the Leases or any other contracts assigned hereunder (the obligations and liabilities described herein are
23 referred to as the Assumed Obligations.

24
ASSIGNEL SIIAI.L DLFEND, INDLMNIFV. RELEASE AND HOLD HARMLESS ASSIGNOR, ITS

25 OFFICERS. DIRECTORS, EMI»LO\EES AND AGEN1S ("ASSIGNOR INDEMNIFIED PARTIES")
26 AGAINST ALL LOSSES, DAMAGES, CLAIMS. DEMANDS. SI I I S. COS I S. EXPENSES, LIABILITIES

27 AND SANf l lONS OF EN ERV KIND AND CHARACTER, INCLl DING VVU HOI I LIMI I A I ION
REASONABLE A lTORNEVS' FEES, COI RI COSIS AND (OSES OF INN ESTIGA 1 ION. WHIC H

ARISING Ol T OF OR IN ANN W AN CONNEC I ED W I I H THE ASSLMED OBLKLATIONS DESCRIBED28

29 HEREIN.'

30

31

38

39

40

54

P. RESERV E ACCOl NT FOR PLKiGING OPERATIONS

32 In order to have sufTicient funds on hand to meet plugging obligations, the Operator may charge the joint account, over the
33 life of any well(s) on the Contract Area, for estimated costs to plug and abandon said wells (including the costs to cleanup the location

and restore the surface are of lease used in oil and gas operations) (referred to herein as "Amortized P&A Charges"). These
Amortized P&A Charges may not exceed twenty thousand dollars (520,000.011) per well. The intent of this covenant is to allow

25 Operator, in the latter stages of the economic life of a well and/or lease, to have available funds on account to conduct P&A operations
36 in accordance with actual Railroad Commission (or environmental agency) regulations and lease requirements. Each party shall pay
jy its proportionate share of the costs of plugging and abandonment above the Amortized P&A Charges.

0. ADDITIONAL SECLRITV PROMSIONS

1. SECLRl I N INTEREST

The lien and security interest granted by each Non-Operators and by Operator to the Non-Operator under Article VII.B
■12 shall extend not only to such Party's rights, title and interests in the Contract Area(s) (which for greater certainty shall include all of
43 each Party's leasehold interest and leasehold estate in the Contract Arca(s)). the oil and/or gas when extracted and equipment (as

mentioned in said Article) but also to all accounts, contract rights, extracted oil and gas and said equipment or which are otherwise
owned or held by any such party in the Contract Area(s). Further, the lien and security interest of said Party shall extend to all

•^5 proceeds and products of all of the property and collateral described in this paragraph and in Article VIl.B as being subject to said
46 lien and security interest.

2. LIEN ON I NEXTRAC I ED HN DRO( ARBONS
47

48

49 In addition to the liens and security interests as provided in .Vrticle VIl.B.. each parly to this Agreement, to secure payment
5Q of its share of expenses incurred under this Operating Agreement, grants to the other party a lien on all of its right, title and interest

now owned or hereafter acquired in the Contract Area including, but not limited to, the oil and gas leases, mineral estates and other
mineral interests subject to this Operator Agreement and any properties now or hereafter pooled or unitized with any of the

52 properties affected by such mineral interests: and all unsevercd and unextracted oil, gas and other hydrocarbons that may be
53 produced, obtained or secured from the lands covered and affected by such mineral interests such lien shall be perfected by rewording

in the Real Property Records of the county in which the acreage w ithin the Contract Area exists. Memorandum in the same form as
the Exhibit "H" attaehed hereto.

55

56 3. ( ONTRACTI AI.RIGH I OFOFFSE I

a. In addition to the rights and remedies afforded to Operator pursuant to the terms of Article Vil.D., or at law or
5^ in equity, it is understood and agreed that each defaulting party grants to the Operator a contractual right of offset in and to all
59 money, production, proceeds from the sale of production and property of every kind or character of such defaulting party, now or at
ZA any time hereunder coming within Operator's custody or control, wheresoever located whether or not subject to the terms of this

AnrAamfint rv** on*' onfAAmant on/l mo*' o* Uc Alootmn on*r limn onH Fmr
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4. RIGHT OF EXECT'TORY FORECLOSl'RE

2  In addition to all rights and remedies alTordcd Operator under Article VII.B.. in the event any debt owing by the defaulting
3  party to Operator shall exeeed any money, proceeds of sale of produetion. or property of such defaulting party as provided in the
4  contractual right of offset as provided in Paragraph QJ above, the Operator may elect to proceed and foreclose the lien of Operator

against the interest of any defaulting party in accordance with the laws of the State of Idaho. Non-Operator hereby delegates
Operator as its agent and attorney in fact to execute any and all documents reasonably necessary to carry out an executory foreclosure

6  pursuant the laws of the Stale of Idaho.

7
R. EQI AL OPPORITMT^ EMPEO\ ER

9  All of the Parties arc Equal Opportunity Employers. To the extent that this Agreement may be subject to Executive Order
10 11246, as amended, the equal opportunity provision (41 CFR 60-1) is incorporated herein by reference. To the extent required by

applicable Laws and regulations, this .Agreement also includes and is subject to the affirmative actions clause concerning disabled
veterans of the Vietnam era (41 CFR 60-250) and the affirmative action clauses concerning employment of the handicapped (41 CFR
60-741), which clauses are incorporated herein by reference.

13

14 S. AIDIT

Notwithstanding anything to the contrary contained in the Accounting Procedure, upon receipt of any audit report
16 conducted on the Joint .Account by Non-Operator. Operator shall respond in writing to such audit report as soon as reasonably
17 possible, but not greater than hnve-sixty (60) days of such receipt.

18

19

20 The interest of each party hereto shall he included in Operator's Control of Well Insurance policy and a proportionate part
.^1 of the cost of such insurance shall be borne by the respective parties unless Operator is notified othenvise in writing and provided a

Certificate of Insurance in eomplianee w ith Exhibit "D". w hich is attached hereto, prior to commencement of operations or prior to
any operation to be performed on a well in accordance with attached Exhibit "D*

r. WELL CONTROL INSl RANCE

23

24

25

30

31

34

35

I. I RANSmON OF OPERA FOR

26 I pon the selection of the successor operator, the Operator who has been removed or has resigned shall promptly deliver to
27 the successor operator all original records relating to operations on the contract area, including current accounting information with

regard to the status of the joint aeeoiint, information concerning all invoices not yet paid by the Operator w ho has resigned or been
removed, all logs, maps and all other information concerning operations. Duplicating expenses required by virtue of the change of

29 operator shall be charged to the joint account.

V. HEADINGS

The Article and Paragraph headings used in this Agreement arc inserted for convenience only and shall be disregarded in
33 interpreting or construing this .Agreement.

W. ADDITIONAL DEFIM I IONS

36 "Horizontal \>'eir' shall mean a well drilled at an angle to the vertical wellbore, so the well runs parallel to the target
37 formation or zone.

X. BINDING
38

39

40 .Agreement will he binding and will inure to the benefit of the Parties, their respective heirs, representatives, successors
and assigns.

42 COLNTERPARTS

43

44 This Agreement may be executed simultaneously in one or more eounterparts, each of which shall be deemed an original
and all of which together shall constitute one and the same instrument. .A facsimile, telegraphic or any other form of authenticated

45 electronic signature shall be effective in all respects as an original signature. Failure of any party to execute this Operating Agreement
46 shall not render this Operating Agreement ineffective as to and between the other parties executing that executing this Operating
47 .Agreement.

48

49 OPERATOR
50

51 AM IDAHO. LLC

52

53

54

F;-Dttv4d-i\4wF<^H-

56 Vice-Prestdent--Lftrtd

57

58

59 NON-OPERATORS

K4iC-RA4W-N-.V.



EXHIBIT "A"

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as
Operator, and , et al, as Non-Operator, dated effective the day of

, 2012, covering the Prospect, -Ganyen^—Gem; Payette and Washington
Counties, Idaho; Malbeur-Countyr-Ofegon.
C'ounlv

EXHIBIT "A" TO BE COMPLETED AT A LATER DATE



EXHIBIT "B"

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as
Operator, and , et al, as Non-Operator, dated effective the day of

, 2012, covering the Prospect. Canyon,—Oom-, Payette and—Washington
G-o«nt4es, Idaho; Malheur-GountyvOFegon.
County

Reporting Requirements

On any well drilled within the Contract Area, Operator shall deliver to Non-Operators the following
geological information:

WELL REQUIREMENTS

PROSPECT:

COUNTY & STATE:

WELL DATA REQUIRMENTS

DAILY REPORTS

Daily drilling and completion reports by e-mail:

1)
2)

Or if necessary by fax:

NOTIFICATION OF LOGGING, DRILL STEM TEST, DRILLING COMPLETION
AND ABANDONMENT (24 HOUR NOTICE)

PERSON TO CONTACT OFFICE PHONE CELL PHONE

DATA DISTRIBUTION

SEND TO:

GENERAL PROCEDURES

(  ) Copy/Copies of Each of the Following:

1. Complete Drilling Program
2. Cement Program
3. Typed Copy of Well History
/t ryj I



Exhibit "B" Page 2

OPEN HOLE EVALUATION DATA (CONT.)

5. Directional Surveys
6. Case Hole Logs
7. Drill Stem or Wire Line Tests

8. Cement Bond Logs

CASED HOLE AND COMPLETION DATA

(  ) Field Prints, ( ) Final Prints and ( ) Digital Print of Each
of the Following:

1. Detailed Copy of Completion and/or Workover Procedures
2. Perforating, Wellbore and/or Reservoir Evaluation Logs
3. BMP Data

CONTRACT, ELECTION, REGULATORY AND TITLE DATA

SEND TO:

(  ) Copy/Copies of Each of the Following:

1. Drilling Contract
2. APE

3. Elections

4. Location Plat

5. All Regulatory Permits, Applications and Forms
6. Monthly Production Reports (P-l's, P-2'setc.)
7. Copy of Weekly or Monthly Gauge Reports

End of Exhibit "B'
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ACCOUNTING PROCEDURE

JOINT OPERATIONS

Attached to and made part ot that certain Opcratiii!' AKrtemciil bv and between AM Idaho, I.I.C, as Operator, and
. ct al, alTSon-Onerator, dated eneelive the da\ of . 201-2, covering inc
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I. GENERAL PROVISIONS
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IF HIE PARI lES FAIL TO SELEC I EH1IER ONE OF COMPE IING "ALTERNAl l\ E" PROMSIONS, OR SFXECT ALL I HE

COMPETING "AL I ERNA I IVE" PROVISIONS, ALTERNA l IVE 1 IN EACH SI CH INSTANCE SHALL BE DEEMED TO HAVE

BEEN ADOPIED B\ I HE PARTIES AS A RESLLI OF ANA SI ( H OMISSION OR Dl PLICA IE NO IAHON.

IN THE E\ ENT I HAI AN\ "OP I lONAI." PR()\ ISION OF I IIIS ACC Ol N I ING PROCEDl RE IS NOT ADOPI ED B\ I HE

PAR I lES I () THE AGREEMENT in A IV PED. PRINTED OR HANDWRITI EN INDICA I ION, SI C H PROVISION SHALL NOT

FORM A PART OF I HIS AC COl NTING PROCEDl RE, AND NO INFERENC E SHALL BE MADE C ONCERNING HIE IN l ENT

OF THE PARTIES IN SI CH EVENT.

I. DEFINITIONS

All terms used in this Accounting Procedure shall have the following meaning, unless otherwise expressly defined in the Agreement;

-Affiliale" means for a person, another person that controls, is controlled by. or is under common control with that person. In this

definition, (a) control means the ownership by one person, directly or indirectly, of more than fifty percent (50%) of the voting securities

of a corporation or. for other persons, the equivalent ownership interest (such as partnership interests), and (b) "person" means an

individual, corporation, partnership, trust, estate, unincorporated organization, association, or other legal entity,

"Agreement" means the operating agreement, famioul agreement, or other contract between the Parties to which this Accounting

Procedure is attached.

"Controllable Material" means Material that, at the lime of acquisition or disposition by the Joint Account, as applicable, is so classified

in the Material Classification Manual most recently recommended by the Council of Petroleum Accountants Societies (COPAS ).

"Equalized FVelght" means the procedure of charging transportation cost to the Joint Account based upon the distance from the nearest

Railway Receiving Point to the property.

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

"Field Onice" means a structure, or portion of a structure, whether a temporary or permanent installation, the primary function of which is

to direclly serve daily operation and maintenance activities of the Joint Property and which serves as a staging area for directly chargeable

field personnel.

"First Level Supervision" means those employees whose primary function in Joint Operations is the direct oversight of the Operator's

field employees and/or contract labor directly employed On-site in a field operating capacity. First Level Supervision functions may

include, but arc not limited to;

• Responsibility for field employees and contract labor engaged in activities that can include field operations, maintenance,

construction, well remedial work, equipment movement and drilling

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

• Responsibility for day-to-day direct oversight of construction operations

• Coordination of job priorities and approval of work procedures

• Responsibility for optimal resource utilization (equipment. Materials, personnel)

• Responsibility for meeting production and field operating expense targets

• Representation of the Parties in local matters involving community, vendors, regulatory agents and landowners, as an incidental

part of the supervisor's operating responsibilities
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"Joint Property" means the real and personal property subject to the Agreement.

"Laws" means any laws, rules, regulations, decrees, and orders of the United States of America or any slate thereof and all other

governmental bodies, agencies, and other authorities having Jurisdiction over or affecting the provisions contained in or the transactions

contemplated by the Agreement or the Parties and their operations, whether such laws now exist or are hereafter amended, enacted,

promulgated or issued.

"iVIatcrial" means personal property, equipment, supplies, or consumables acquired or held for use by the Joint Property.

"Non-Opcrat(»rs" means the Parties to the Agreement other than the Operator.

"Offshore Facilities" means platforms, surface and subsea development and production systems, and other support systems such as oil and

gas handling facilities, living quarters, olTices. shops, cranes, electrical supply equipment and systems, fuel and water storage and piping,

heliport, marine docking installations, communication facilities, navigation aids, and other similar facilities necessarj- in the conduct of

offshore operations, all of which are located offshore.

"Off-site" means any location that is not considered On-site as defined in this Accounting Procedure.

"On-site" means on the Joint Property when in direct conduct of Joint Operations. The tenn "On-site" shall also include that portion of

Offshore Facilities. Shore Base Facilities, fabrication yards, and .staging areas from which Joint Operations are conducted, or other

facilities that directly control equipment on the Joint Property, regardless of whether such facilities are owned by the Joint Account.

"Operator" means the Part}' designated pursuant to the Agreement to conduct the Joint Operations.

"Parties" means legal entities signatorj' to the Agreement or their successors and assigns. Parties shall be referred to individually as

"Party."

"Participating Interest" means the percentage of the costs and risks of conducting an operation under the Agreement that a Party agrees,

or is otherwise obligated, to pay and bear.

"Participating Party" means a Party that approves a proposed operation or otherwise agrees, or becomes liable, to pay and bear a share of

the costs and risks of conducting an operation under the Agreement.

"Personal Kxpenses" means reimbursed costs for travel and temporary living expenses.

"Railway Receiving Point" means the railhead nearest the Joint Property for which freight rates arc published, even though an actual

railhead may not exist.

"Shore Base Facilities" means onshore support facilities that during Joint Operations provide such services to the Joint Property as a

receiving and transshipment point for Materials; debarkation point for drilling and production personnel and services; communication,

scheduling and dispatching center; and other associated functions serving the Joint Property.

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

"Technical Services" means services providing specific engineering, geoscience. or other professional skills, such as those performed by

engineers, geologists, geophysicisls, and technicians, required to handle specific operating conditions and problems for the benefit of Joint

Operations; provided, however. Technical Services shall not include those functions specifically identified as overhead under the second

paragraph of the introduction of Section III {Overhead). Technical Services may be provided by the Operator. Operator's Affiliate. Non-

Operator. Non-Operator Affiliates, and/or third parties.

2. STA I EMKM S AM) BILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share of the Joint Account for the

preceding month. Such bills shall be accompanied by statements that identify the AFl: (authority for expenditure), lease or facility, and all

charges and credits summarized by appropriate categories of investment and expense. Controllable Material shall be separately identified

and fully described in detail, or at the Operator's option. Controllable Material may be summarized by major Material classifications.
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3. ADVANCES AND PAYMENTS BY THE PARTIES
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A.

B,

Unless othenvisc provided for in the Agreement, the Operator may require the Non-Operators to advance their share of the estimated

cash outlay for the succeeding month's operations within fifteen (15) days after receipt of the advance request or by the first day of

the month for which the advance is required, whichever is later. The Operator shall adjust each monthly billing to reflect advances

received from the Non-Operators for such month, if a refund is due. the Operator shall apply the amount to be refunded to the

subsequent month's billing or advance, unless the Non-Operator sends the Operator a written request for a cash refund. The Operator

shall remit the refund to the Non-Operator within fifteen (15) days of receipt of such written request.

Except as-pfwithfti-btihwits othiTwisi- cvnrcsslv provided in the .\<;r eemeril or this (OP \S. each Party shall pay its proportionate
share of all bills in full within t+fwvm—-44f)thirt\ (3(1) days of receipt date. If

payment is not made within such time, the unpaid balance shall bear interest compounded monthly at the prime rale published by the

Wall Street Journal on the first day of each month the payment is delinquent, plus three percent (3%). per annum, or the maximum

contract rate permitted by the applicable usury Laws governing the Joint Property, whichever is the lesser, plus attorney's fees, court

costs, and other costs in connection with the collection of unpaid amounts. If the Wall Street Journal ceases to be published or

discontinues publishing a prime rate, the unpaid balance shall bear interest compounded monthly at the prime rate published by the

federal Reserve plus three percent (3%). per annum. Interest shall begin accruing on the first day of the month in which the payment

was due. Payment shall not be reduced or delayed as a result of inquiries or anticipated credits unless the Operator has agreed.

Notwithstanding the foregoing, the Non-Operator may reduce payment, provided it furnishes documentation and explanation to the

Operator at the time payment is made, to the extent such reduction is caused by:

(1) being billed at an incorrect working interest or Participating Interest that is higher than such Non-Operator's actual working

interest or Participating Interest, as applicable: or

(2) being billed for a project or AIT: requiring approval of the Parties under the Agreement that the Non-Operator has not approved

or is not otherw ise obligated to pay under the Agreement; or

(3) being billed for a property in which the Non-Operator no longer owns a working interest, provided the Non-Operator has

furnished the Operator a copy of the recorded assignment or letter in-lieu. 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 thirty

(30) day period following the Operator's receipt of such written notice; or

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

4. ADJUSTMENTS

B.

Payment of any such bills shall not prejudice the right of any Party to protest or question the correctness thereof; however, all bills

and statements, including payout statements, rendered during any calendar year shall conclusively be presumed to be true and correct,

with respect only to expenditures, after twenty-four (24) months following the end of any such calendar year, unless within said

period a Party takes specific detailed written exception thereto making a claim for adjustment. The Operator shall provide a response

to all written exceptions, whether or not contained in an audit report, w ithin the time periods prescribed in Section 1.5 (Expenditure

Audits).

All adjustments initiated by the Operator, except those described in items (1) through (4) of this Section 1.4.B. are limited to the

twenty-four (24) month period following the end of the calendar year in w hich the original charge appeared or should have appeared

on the Operator's Joint Account statement or payout statement. Adjustments that may be made beyond the twenty-four (24) month

period are limited to adjustments resulting from the following:

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

(2) an offsetting entry (whether in whole or in part) that is the direct result of a specific joint interest audit exception granted by the

Operator relating to another property, or

(3) a government/regulatory audit, or

(4) a working interest ownership or Participating Interest adjustment.

5. EXPENDITURE AUDITS

A. A Non-Operator, upon written notice to the Operator and all other Non-Operators, shall have the right to audit the Operator's

accounts and records relating to the Joint Account within the twenty-four (24) month period following the end of such calendar year in

which such bill was rendered; however, condueting an audit shall not extend the time for the taking of written exception to and the
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B.

The Non-Operator leading the audil (hereinafter "lead audit company") shall issue the audit report within ninety (90) days after

completion of the audit testing and analysis; however, the ninety (90) day lime period shall not extend the twenty-four (24) month

requirement for taking specillc detailed written exception as required in Section I.4.A (Adjusimenis) above. All claims shall be

supported with sufFicicnt documentation.

A timely filed written exception or audil report containing written exceptions (hereinafter "written exceptions") shall, with respect to

the claims made therein, preclude the Operator from asserting a statute of limitations defense against such claims, and the Operator

hereby waives its right to assert any statute of limitations defense against such claims for so long as any Non-Operator continues to

comply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the Non-Operators fail to comply with

the additional deadlines in Section I.5.B or I.5.C. the Operator's waiver of its rights to assert a statute of limitations defense against

the claims brought by the Non-Operators shall lapse, and such claims shall then be subject to the applicable statute of limitations,

provided (hat such waiver shall not lapse in the event that the Operator has failed to comply with the deadlines in .Section 1.5.B or

I.5.C.

The Operator shall provide a written response to all exceptions in an audit report within one hundred eighty (180) days after Operator

receives such report. Denied exceptions should be accompanied by a substantive response. If the Operator fails to provide substantive

response to an exception within this one hundred eighty (180) day period, the Operator wilt owe interest on that exception or portion

thereof, if ultimately granted, from the dale it received the audit report. Interest shall be calculated using the rate set forth in Section

1.3. B (Advances and Payments by the Parlies).
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C. The lead audil company shall reply to the Operator's response to an audit report within ninety (90) days of receipt, and the Operator

shall reply to the lead audit company's follow-up response within ninety (90) days of receipt; provided, however, each Non-Operator

shall have the right to represent itself if it disagrees with the lead audit company's position or believes the lead audit company is not

adequately fulfilling its duties. Unless otherwise provided for in Section I.5.E. if the Operator fails to provide substantive response

to an exception w ithin this ninety (90) day period, the Operator will owe interest on that exception or portion thereof, if ultimately

granted, from the dale it received the audit report. Interest shall be calculated using the rate set forth in Section 1.3.B (Advances and

Payments by the Parties).

D. If any Party fails to meet the deadlines in Sections 1.5.B or l,5.C or if any audit issues arc outstanding fifteen (15) months after

Operator receives the audit report, the Operator or any Non-Operator participating in the audit has the right to call a resolution

meeting, as set forth in this Section 1.5.D or it may invoke the dispute resolution procedures included in the Agreement, if applicable.

I'he meeting will require one month's written notice to the Operator and all Non-Operators participating in the audit. The meeting

shall be held at the Operator's office or mutually agreed location, and shall be attended by representatives of the Parties with

authority to resolve such outstanding issues. Any Party who fails to attend the resolution meeting shall be bound by any resolution

reached at the meeting. The lead audit company will make good faith efTorts to coordinate the response and positions of the

Non-Operator participants throughout the resolution process; however, each Non-Operator shall have the right to represent itself.

Attendees will make good faith efTorts to resolve outstanding issues, and each Party will be required to present substantive information

supporting its position. A resolution meeting may be held as often as agreed to by the Parties. Issues unresolved at one meeting may

be discussed at subsequent meetings until each such issue is resolved.

If the Agreement contains no dispute resolution procedures and the audit issues cannot be resolved by negotiation, the dispute shall

be submitted to mediation. In such event, promptly following one Party's written request for mediation, the Parties to the dispute

shall choose a mutually acceptable mediator and share the costs of mediation services equally. The Parties shall each have present

at the mediation at least one individual who has the authority to settle the dispute. The Panics shall make reasonable efforts to

ensure that the mediation commences within sixty (60) days of the date of the mediation request. Notw ithstanding the above, any

Pany may file a lawsuit or complaint (1) if the Parties are unable after reasonable efforts, to commence mediation within sixty (60)

days of the date of the mediation request. (2) for statute of limitations reasons, or (3) to seek a preliminary injunction or other

provisional judicial relief, if in its sole judgment an injunction or other provisional relief is necessary to avoid irreparable damage or

to preserve the status quo. Despite such action, the Parties shall continue to try to resolve the dispute by mediation.

If the \t»i-()fh'rotors fad to nitvi the tieadhne m Section I.S.C. solved e.wepinin.s that not oddre.s.sod hv the \'on-

(J/Mra/ors ii-i/liin ono' ih year foUovniii iveeifii of llh) Imi snhstantrW' respimse of llht Operator .shall he doomed' to -liaw been

w-ifhdrtovH-hy thi'\on-()fK'faHtr.s. If the Ofwator fails to meet the dood/ine.s in-Sfi'tion 1:5.11 or l.^.i'T-tim'Hinrosolwd exceptions that
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Operator shall notify all Non-Operators of the Operator's proposal and the agreement or approval of a majority in interest of the

Non-Operators shall be controlling on all Non-Operators.

This Section 1.6-A applies to specific situations oflimited duration where a Party proposes to change the accounting for charges from

that prescribed in this Accounting Procedure. This provision does not apply to amendments to this Accounting Procedure, which are

covered by Section I.6.B.

B. AMTNDMl-NI'S

If the Agreement to which this Accounting Procedure is attached contains no contrary provisions in regard thereto, this Accounting

Procedure can be amended by an alTimiative vote of r»i> ( 2 ) or more Panies. one of which is the Operator.

having a combined working interest of at least Si\t\ percent ( 60.1) %). which approval shall be binding on all Parties.

provided, however, approval of at least one {i) Non-Operator shall be required.

C. AFI-ILIATLS

For the purpose of administering the voting procedures of Sections 1.6. A and I.6.B. if Parties to this Agreement are AlTiliates of each

other, then such Affiliates shall be combined and treated as a single Party having the combined working interest or Participating

Interest of such AtTiliaies.

For the purposes of administering the voting procedures in Section I.6.A. if a Non-Operator is an Affiliate of the Operator, votes

under Section 1.6.A shall require the majority in interest of the Non-Operator(s) after excluding the interest of the Operator's

AfTiliate.

N. DIRECT CHARGES

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

[. RENTALS AND ROYAL I IES

Lease rentals and royalties paid by llic Operator, on behalf of all Parties, for the Joint Operations.

2. LABOR

A. Salaries and wages
;—including—incentive—compensation—progruniii—as—set—forth—in—COPAS—MFl 37—("Chargeability—of—Incentive

Compeniiiition Programs-'T. for:

(1) Operator's field employees directly employed On-site in the conduct of Joint Operations.

(2) Operator's employees directly employed on Shore Base Facilities. Offshore Facilities, or other facilities serving the Joint

Property if such costs are not cliarged under Section 11.6 {Equipment and Facilities Furnished by Operator) or are not a

function covered under Section ill {Overhead).

(3) Operator's employees providing First Level Supervision,

(4) Operator's employees providing On-site Technical Services for the Joint Property if such charges are excluded from the

overhead rates in Section III {Overhead).

(5) Operator s employees providing Off-site Technical Services for the Joint Property if such charges are excluded from the

overhead rales in Section III {0\'erhead).

Charges for the Operator's employees identified in Section 11.2.A may be made based on the employee's actual salaries and wages,

or in lieu 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
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D. Personal Expenses of personnel whose salaries and wages are chargeable to the Joint Account under Section II,2.A when the

e.xpenses are incurred in connection with directly chargeable activities.

E. Reasonable relocation costs incurred in transferring to the Joint Property personnel whose salaries and wages are chargeable to the

Joint Account under Section 11.2.A. Notwithstanding the foregoing, relocation costs that result from reorgani/ation or merger of a

Party, or that are for the primary benefit of the Operator, shall not be chargeable to the Joint Account. Extraordinary relocation

costs, such as those incurred as a result of transfers from remote locations, such as Alaska or overseas, shall not be charged to the

Joint Account unless approved by the Parties pursuant to Section 1.6. A {General Mailers).

F. Training costs as speeified in (■'()P.\S MFl 35 f'Chargina of I raining Coiitii to the Joint .Account") for personnel whose salaries and
wages are chargeable under Section II.2.A. This training charge shall include the wages, salaries, training course cost, and Personal
Expenses incurred during the training session. The training cost shall be charged or allocated to the property or properties directly
benefiting from the training, 'fhe cost of the training course shall not exceed prevailing commercial rales, where such rates are
available.

G. Oper^or's current^^st^of established^plans for benellts
Ml-I 27 t^enefiis Charaoiible—("Employee—

to Joint Opertilinng and Subject to l^erccnttigo [.imitation"), applicable to the Operator's labor costs chargeable to the Joint Account
under Sections 11.2.A and B based on the Operator's actual cost not to exceed the employee benefits limitation percentage most
recently recommended by COPAS.

H. Award payments to employees, in uccordaHc-e with-COP.AS-MTMM (".\i.iiiird.'i to Employees and Contrnctorri") for personnel whose
salaries and wages arc chargeable under Section II.2.A.

3. MATERIAL

Material purchased or furnished by the Operator for use on the Joint Property in the conduct of Joint Operations as provided under Section
IV (Material Purchases, Transfers, and Disposilions). Only such Material shall be purchased for or transferred to the Joint Property as
may be required for immediate use or is rea.sonably practical and consistent with efficient and economical operations. The accumulation
of surplus stocks shall be avoided.

4. TRANSPORTATION

A. Transportation of the Operator's, Operators Alllliate's. or contractor's personnel necessary for Joint Operations.

B. Transportation of Material between the Joint Property and another property, or from the Operator's warehouse or other storage point
to the Joint Property, shall be charged to the receiving property using one of the methods listed below. Transportation of Material
from the Joint Property to the Operator's warehouse or other storage point shall be paid for by the Joint Property using one of the
methods listed below:

(1) If the actual trucking 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 Property. The basis for the theoretical charge is the per
hundred weight charge plus fuel surcharges from the Railway Receiving Point to the Joint Property. The Operator shall
consistently apply the selected alternative.

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

5. SERVICES

The cost of contract services, equipment, and utilities used in the conduct of Joint Operations, except for contract services, equipment, and
utilities covered by Section III (Overhead), or Section 11.7 (Affiliaies). or excluded under Section 11.9 (Legal Expense). Awards paid to
contractors shall be chargeable purstiam to (^'OPAS MJ^M9 ("Awards to Employee!! and Conu-actors").

The costs of third party Technical Services are chargeable to the extent excluded from the overhead rates under .Section III (Overhead).
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equipment and facilities investment have been fully depreciated. The rate may include an element of the estimated cost for

abandonment, reclamation, and dismantlement. Such rates shall not exceed the average commercial rates currently prevailing in the

immediate area of the Joint Property.

B. In lieu of charges in Section II.6.A above, the Operator may elect to use average commereial rates prevailing in the immediate area

of the Joint Property, less twenty perc-ent-(20%). If equipment and facilities are charged under this Section H.6.B. the Operator shall

adequately document and support commercial rales and shall periodically review and update the rate and the supporting

documentation. For automotive equipment, the Operator may elect to use rates published by the Petroleum Motor Transport

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

AFriLlAlES

A. Charges for an Affiliate's goods and/or services used in operations requiring an AFL or other authorization from the Non-Operators

may be made without the approval of the Parties provided (i) the Affiliate is identified and the Affiliate goods and services are

specifically detailed in the approved API: or other authorization, and (ii) the total costs for such Affiliate's goods and services billed

to such individual project do not exceed S ID.lKltl.dO If the total costs for an Affiliate's goods and services charged to such

individual project are not specifically detailed in the approved API- or authorization or exceed such amount, charges for such

Affiliate shall require approval ofthe Parties, pursuant to Section 1.6.A (General Matters).

B. For an Affiliate's goods and/or services used in operations not requiring an APE or other authorization from the Non-Operators,

charges for such Affiliate's goods and services shall require approval ofthe Parties, pursuant to Section 1.6. A (General Matters), if the

charges e.vceed S 25.{)()().(lt) in a given calendar year.
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C. The cost of the Affiliate's goods or services shall not exceed average commercial rates prevailing in the area of the Joint Property,

unless the Operator obtains the Non-Operators' approval of such rates. The Operator shall adequately document and support

commercial rates and shall periodically review and update the rate and the supporting documentation; provided, however,

documentation of commercial rates shall not be required if the Operator obtains Non-Operator approval of its Affiliate's rates or

charges prior to billing Non-Operators for such Afl'iliate's goods and services. Notwithstanding the foregoing, direct charges for

Affiliate-owned communication facilities or systems shall be made pursuant to Section II. 12 (Comnnmcations).

If the Parties fail to designate an amount in Sections II.7. A or II.7.B. in each instance the amount deemed adopted by the Parties as a

result of such omission shall be the amount established as the Operator's expenditure limitation in the Agreement. If the Agreement

does not contain an Operator's expenditure limitation, the amount deemed adopted by the Parties as a result of such omission shall be

zero dollars (.S 0.00).

8. DAMAGES AM) I.OSSES TO .lOINT PROPF,RT\

All costs or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incurred, except to the

extent such damages or losses result from a Party's or Parties' gross negligence or willful misconduct, in which case such Party or Parties

shall be solely liable.

I'he Operator shall furnish the Non-Operator written notice of damages or losses incurred as soon as practicable after a report has been

received by the Operator.

9. LEGAL EXPENSE

Recording fees and costs of handling, settling, or otherwise discharging litigation, claims, and liens incurred in or resulting from

operations under the Agreement, or necessary to protect or recover the Joint Property, to the extent permitted under the Agreement. Costs

of the Operator's or Affiliate's legal staff or outside attorneys, including fees and expenses, are not chargeable unless approved by the

Parties pursuant to Section 1.6.A (General Matters) or otherwise provided for in the Agreement.

Notwithstanding the foregoing paragraph, costs for procuring abstracts, fees paid to outside attorneys for title examinations (including

preliminary, supplemental, shut-in royalty opinions, division order title opinions), and curative work shall be chargeable to the extent

pemiitted as a direct charge in the Agreement.
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Costs of lax consultants or advisors, the Operator's employees, or Operator's AfTlliale employees in matters regarding ad valorem or other

tax matters, are nol permitted as direct charges unless approved by the Parties pursuant to Section 1,6.A (General Mailers).

Charges to the Joint Account resulting from sales/use tax audits, including extrapolated amounts and penalties and interest, are permitted,

provided the Non-Operator shall be allowed to review the invoices and other underlying source documents which served as the basis for

tax charges and to determine that the correct amount of taxes were charged to the Joint Account. If the Non-Operator is not permitted to

review such documentation, the sales/use tax amount shall not be directly charged unless the Operator can conclusively document the

amount owed by the Joint Account.

n. INSURANCE

Net premiums paid for insurance required to be carried for Joint Operations for the protection of the Parties. If Joint Operations are

conducted at locations where the Operator acts a-s self-insurer in regard to its worker's compensation and employer's liability insurance

obligation, the Operator shall charge the Joint Account manual rates for the risk assumed in its self-insurance program as regulated by the

jurisdiction governing the Joint Property. In the case of olTshore operations in federal waters, the manual rates of the adjacent state shall be

used for personnel performing work On-site. and such rates shall be adjusted for olTshore operations by the U.S. Longshoreman and

Harbor Workers (USL&M) or Jones Act surcharge, as appropriate.

12. COMMIMCATIONS

Costs of acquiring, leasing, installing, operating, repairing, and maintaining communication facilities or systems, including satellite, radio

and microwave facilities, between the Joint Property and the Operator's office(s) directly responsible for field operations
m  accordtinee

wilh-the-|m>visiuns of COPAS Ml-I I I ('•I'luld Computer and Communh:aHon-Systems"l:-lf the communications facilities or systems

serving the Joint Property are Operator-owned, charges to the Joint Account shall be made as provided in Section 11.6 (Equipmem and

Facililies Furnished by Operator). If the communication facilities or systems serving the Joint Property are owned by the Operator's

AlTiliate. charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joint Property. The Operator

shall adequately document and support commercial rates and shall periodically review and update the rate and the supporting

documentation.

13. E( OLOOICAL, ENMRON.MEM AL, AND SAFETY

Costs incurred for "fechnical Services and drafting to comply with ecological, environmental and safely Laws or standards recommended by

Occupational Safety and Health Administration (OSHA) or other regulatory authorities. All other labor and functions incurred for

ecological, environmental and safety matters, including management, administration, and permitting, shall be covered by Sections 11.2

(Labor), 11,5 (Services), or Section III (Overhead), as applicable.

Costs to provide or have available pollution containment and removal equipment plus actual costs of control and cleanup and resulting

responsibilities of oil and other spills as well as discharges from permitted outfalls as required by applicable Laws, or other pollution

containment and removal equipment deemed appropriate by the Operator for prudent operations, are directly chargeable.

14. ABANDON.VIEN r AND RECLAMATION

Costs incurred for abandonment and reclamation of the Joint Property, including costs required by lease agreements or by Law s.

15. O I HER EXPENDITI RES

Any other expenditure not covered or dealt with in the foregoing provisions of this Section II (Direci Charges), or in Section III

(Overhead) and which is of direct 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 II, 15 shall require approval of the Parties, pursuant to Section 1.6.A (General Mailers).

III. OVERHEAD

As compensation for costs not specifically identified as chargeable to the Joint Account pursuant to Section II (Direci Charges), the Operator

shall charge the Joint Account in accordance with this Section III.
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1  • human resources

2  • management

3  • supervision not directly charged under Section 11.2 (Labor)

4  • legal services not directly chargeable under Section 11.9 (Legal Expense)

5  • taxation, other than those costs identified as directly chargeable under Section U.]0 (Taxes and Permits)

6  • preparation and monitoring of permits and certifications; preparing regulatory reports; appearances before or meetings with

7  governmental agencies or other authorities having jurisdiction over the Joint Property, other than On-site inspections; reviewing.

8  interpreting, or submitting comments on or lobbying with respect to Laws or proposed Laws.

9

10 Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses of personnel perfomiing

11 overhead functions, as well as office and other related expenses of overhead functions.
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1. OVERHEAD—DRILLING AND PRODLCING OPER^VriONS

As compensation for costs incurred but not chargeable under Section II (Direct Charges) and not covered by other provisions of this

Section III. the Operator shall charge on either;

[Z (Alternative I) Fixed Rate Basis. Section lll.l.B.

A. TECHNICAL SERVICES
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(i) Except as otherwise provided in Section 11.13 (Ecological Environmental, and Safety) and Section 111.2 (Overhead - Major

Construction and Catastrophe), or by approval of the Parties pursuant to Section 1.6.A (General Matters), the salaries, wages,

related payroll burdens and benefits, and Personal Expenses for On-site Technical .Services, including third party Technical

Services:

0 (.Alternative 1 - Direct) shall be charged direct to the Joint Account.

B—^Alter=Hrttive-3—Qv-crheHttf-slHdt l>ti tr<-*vefod h*. |{w-overht'tMl-Fate?r

(ii) Except as otherwise provided in Section 11.13 (Ecological. Environmental, and Safety) and Section III.2 (Owrhead - Major

Construction and Catastrophe), or by approval of the Parties pursuant to Section I.6.A (General Matters), the salaries, wages,

related payroll burdens and benefits, and Personal Expenses for Off-site Technical Services, including third party Technical

Services:

B—(.-Mternntivf 2—.A-H Pireftt-shaD be-churaed dirwt-to the Joint Account.

0 (Alternative 3 - Drilling Direct) shall be charged direct to the Joint Account, onlv to the extent such Technical Services
are directly attributable to drilling, rcdrilling. deepening, or sidetracking operations, through completion, temporary

abandonment, or abandonment if a dry hole. OIT-site Technical Services for alt other operations, including workover.

recompletion. abandonment of producing wells, and the construction or expansion of fixed assets not covered by Section

111.2 (Overhead - Major Construction and Catastrophe) shall be covered by the overhead rates.

Notwithstanding anything to the contrary in this Section III. Technical Services provided by Operator's AlHliates arc subject to limitations

set forth in .Section 11.7 (Affiliates). Charges for Technical personnel performing non-technical work shall not be governed by this Section

III. I .A. but instead governed by other provisions of this Accounting Procedure relating to the type of work being performed.

B. OVERHEAD—FIXED RATE BASIS

(1) The Operator shall charge the Joint Account at the following rates jvr well per month:

Drillins Well Rate per month $ **7.l»[)(l.()tMnrorated for less than a full month of drilling aclivitv ) per unit of fortv (40) acres or
less.
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(b) Charges for any well undergoing any type of workover. rccompletion, and/or abandonment for a period of live (5) or more

consecutive work-days shall be made at the Drilling Well Rate, 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 release, except that no charges

shall be made during suspension of operations for fifiecn (15) or more consecutive calendar days,

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

(a) 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 one-well charge for the entire month.

(b) Each active completion in a multi-completed well shall be considered as a one-well charge provided each completion is

considered a separate well by the governing regulatory authority.

(c) A one-well charge shall be made for the month in which plugging and abandonment operations are completed on any well,

unless the Drilling Well Rate applies, as provided in Sections lII-l,B,(2)(a) or (b). This one-well charge shall be made whether

or not tlie well has produced,

(d) An active gas well shut in because of overproduction or failure of a purchaser, processor, or transporter to lake production shall

be considered as a one-well charge provided the gas well is directly connected to a permanent sales outlet,

(e) Any well not meeting the criteria set forth in Sections 11I,1,B,(3) (a), (b). (c). or (d) shall not qualify for a producing overhead

charge.

(4) The well rates shall be adjusted on the first day of April each year following the elTective date of the Agreement; provided,

however, if this Accounting Procedure is attached to or otherwise governing the payout accounting under a farmoui agreement, the

rates shall be adjusted on the first day of April each year following the elTective date of such farmout 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 agreed to by the Parties increased or decreased by the adjustment factor described herein, for each year from the

elTective date of such rates, in accordance with COPAS Mi'l-47 ("Adjustment of Overhead Ratcs"")-

G-.—OVERHEAD l>ERCt:NTA(il{ BASIS

(-M—Operator shall charge the Joint Account at the following-rales-

1-tri—Dtfvekrpmeni Rate- percent .) " n of the cost ol' Jewkrpmeni (dTlte-kMitt Property.-excliiiiit e of costs

provided under Stfction II,*) {U'jiol and all Material .-iulvuge credit;^:

'•fft-of llw cost ol" operating the Joint Property-

provided under Sections 11,1—[ficnials and and 11,9 [l.cgol ilxfyenst')'. all Malerml salvage-creditii; the value

are levied, assessed, and paid upon the mineral intererit in and to the-Joint- Property.

HH—The Development Rate ■ihull he applied to all coi.trHivconnection with:

ftj—drilling, redrillina. sidetrackiitg. or deepening ol"a well
wtfkover operations for a period of five (5>-or-nH)re-eon!iacutive work days—a well undergoing-fdHghaek

fmj—pwkminary espenditures-ne Fv in prepiirntion for drillins

clearly[vj construction or installation of fi xed u-ssets. tlH! expanskin of fi xed lu.-jeis and any other project cl
fi .sed asset'T ollter than Major Coniitruction or Cotostrophe as-dellned in Section 111.2 [Ovarfniatt-Maioi' Comimcfim
titui (\uax>ropho).

—The Operating Rate shall he applied to aH-other costs in connectioirwith .loinl Operations, except tho-se subject to Section 111,2
ir'*miiU-UCilOI} iiml CoMSlroplK'-h
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Major Construction shall mean the construction and installation of fixed assets, the expansion of fixed assets, and any other project clearly
discernible as a fi.xed asset required for the development and operation of the Joint Property, or in the dismantlement, abandonmeni,

removal, and restoration of platfonns, production equipment, and other operating facilities.

Catastrophe is defined as a sudden calamitous event bringing damage, loss, or destruction to property or the environment, such as an oil
spill, blowout, explosion, fire, storm, hurricane, or other disaster. The overhead rate shall be applied to those costs necessary to restore the

Joint Property to the equivalent condition that existed prior to the event.

A. if the Operator absorbs the engineering, design and drafting costs related to the project;

(1) **.>.0 % of total costs if such costs arc less than $100,000; plus

(2) **J.(> % of total costs in excess ofS 100,000 but less than $1,000,000; plus

(3) **2.0 % of total costs in excess of $1,000,000.

B. [fthe Operator charges engineering, design and dralting costs related to the project directly to the Joint Account:

(1) **5.<> % of total costs if such costs are less than $ 100,000; plus

(2) **3.0 % of total costs in excess of $ 100.000 but less than $ 1.000,000; plus

(3) **2.0 % of total costs in excess of $1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of this paragraph, the component parts of a single Major

Construction project shall not be treated separately, and the cost of drilling and workovcr wells and purchasing and installing pumping

units and downhole artificial lilt equipment shall be excluded. For Catastrophes, the rates shall be applied to all costs associated with each

single occurrence or event,

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

For the purposes of calculating Catastrophe Overhead, the cost of drilling relief wells, substitute wells, or conducting other well operations

directly re-sulting from the catastrophic event shall be included. Expenditures to which these rates apply shall not be reduced by salvage or
insurance recoveries. Expenditures that qualify for Major Construction or Catastrophe Overhead shall not qualify for overhead under any
other overhead provisions.

In the event of any conilict between the provisions of this Section 111.2 and the provisions of .Sections 11.2 (Labor). 11.5 (Services), or II.7

(Affiliaies). the provisions of this Section III.2 shall govern.

3. AMEND.VIENT OF OVERHEAD RATES

The overhead rates provided for in this Section III may be amended from time to time if, in practice, the rates are found to be insufficient

or excessive, in accordance with the provisions of Section 1.6,B (Amendments).

IV. MATERIAL PURCHASES, TRANSFERS, AND DISPOSITIONS

I he Operator is responsible for Joint Account Material and shall make proper and timely charges and credits for direct purchases, transfers, and

dispositions. The Operator shall provide all Material for use in the conduct of Joint Operations; however. Material may be supplied by the Non-
Operators, at the Operator's option. Material furnished by any Party shall be furnished without any express or implied warranties as to quality,
fitness for use, or any other matter.

I. DIRECT PURCHASES

Direct purchases shall be charged to the Joint Account at the price paid by the Operator after deduction of all discounts received. The

Operator shall make good faith clTorts to take discounts otTercd by suppliers, but shall not be liable for failure to take discounts except to
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A transfer is determined to occur when the Operator (i) furnishes Material from a storage facility or from another operated property, (ii) has

assumed liability for the storage costs and changes in value, and (iii) has previously secured and held title to the transferred Material.

Similarly, the removal of Material from the Joint Property to a storage facility or to another operated property is also considered a transfer;

provided, however. Material thm is moved from the Joint Property to a storage location for safe-keeping pending disposition may remain

charged to the Joint Account and is not considered a transfer, Material shall be disposed of in accordance with Section 1V,3 (Disposition of

Surplus) and the Agreement to which this Accounting Procedure is attached.

A. PRICING

The value of Material transferred to/from the Joint Property should generally reflect the market value on the date of physical transfer.

Regardless of the pricing method used, the Operator shall make available to the Non-Operators sufficient documentation to verify' the

Material valuation. When higher than specification grade or size tubulars are used in the conduct of Joint Operations, the Operator

shall charge the Joint Account at the equivalent price for well design specification tubulars. unless such higher specification grade or

sized tubulars are approved by the Parlies pursuant to Section I,6.A (General Mailers). Transfers of new Material will be priced

using one of the following pricing methods; provided, however, the Operator shall use consistent pricing methods, and not alternate

between methods for the purpose of choosing the method most favorable to the Operator for a specific transfer:

(1) Using published prices in elTect on date of movement as adjusted by the appropriate COPAS Historical Price Multiplier (HPM)

or price.s provided by the COPAS Computerized Equipment Pricing System (CIvPS).

23

24

25

26

27

28

29

30

3!

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50

51

52

53

54

55

56

(a) For oil country tubulars and line pipe, the published price shall be based upon eastern mill carload base prices (Houston.

Texas, for special end) adjusted as of date of movement, plus transportation cost as defined in Section 1V.2.B (Freight).

(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 Property where like Material is nomially available, or point of manufacture plus transportation

costs as defined in Section IV.2.B (Freight).

(2) Based on a price quotation from 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 transfer.

(4) As agreed to by the Participating Parties for Material being transferred to the Joint Property, and by the Parties owning the

Material for Material being transferred from the Joint Property.

B. FREIGHT

Transportation costs shall be added to the Material transfer price using the method prescribed by the COPAS Computerized

Equipment Pricing System (CEPS). If not using CEPS. transportation costs shall be calculated as follows:

(I) Transportation costs for oil country tubulars and line pipe shall be calculated using the distance from eastern mill to the

Railway Receiving Point based on the carload weight basis . . „ , .
as reconTmendud W COPAS Mid 38 ("Mutennl

Manual") and oilier COPAS Ml- ■iTecl at the time of the transfer.

(2) Transportation costs for special mill items shall be calculated from that mill's shipping point to the Railway Receiving Point.
For transportation costs from other than eastern mills, the 30.000-pound interstate truck rate shall be used. Transportation costs
for macaroni tubing shall be calculated based on the interstate truck rate per weight of tubing transferred to the Railway
Receiving Point.

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

(4) Transportation costs for Material other than that described in Sections IV,2.B.(1) through (3). shall be calculated from the
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D. CONDITION

(1) Condition "A" - New and unused Material in sound and serviceable condition shall be charged at one hundred percent (100%)

of the price as determined in Sections IV.2.A (Pricing). IV.2.B (Freight), and IV.2.C (Tares). Material iransferred from the

Joint Property that was not placed in service shall be credited as charged without gain or loss; provided, however, any unused

Material that was charged to the Joint Account through a direct purchase will be credited to the Joint Account at the original

cost paid less restocking fees charged by the vendor. New and unused Material transferred from the Joint Property may be

credited at a price other than the price originally charged to the Joint Account provided such price is approved by the Parties

owning such Material, pursuant to Section I.6.A (General Matters). All refurbishing costs required or necessary to return the

Material to original condition or to correct handling, transportation, or other damages will be borne by the divesting property.

The Joint Account is responsible for Material preparation, handling, and transportation costs for new and unused Material

charged to the Joint Property either through a direct purchase or transfer. Any preparation costs incurred, including any internal

or external coating and wrapping, will be credited on new Material provided these services were not repeated for such Material

for the receiving property.

(2) Condition "B" - Used Material in sound and serviceable condition and suitable for reuse without reconditioning shall be priced

by multiplying the price determined in Sections IV.2.A (Pricing). IV.2.B (Freight), and IV.2.C (Taxes) by seventy-five percent

(75%).

Except as provided in Section IV.2.D(3), all reconditioning costs required to return the Material to Condition "B" or to correct

handling, transportation or other damages will be borne by the divesting property.
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If the Material was originally charged to the Joint Account as used Material and placed in service for the Joint Property, the

Material will be credited at the price determined in Sections IV.2.A (Pricing). IV.2.B (Freight), and IV.2.C ( Taxes) multiplied

by sixty-live percent (65%).

Unless othenvise agreed to by the Parties that paid for such Material, used Material transferred from the Joint Property that was

not placed in service on the property shall be credited as charged without gain or loss.

(3) Condition "C" - Material that is not in sound and serviceable condition and not suitable for its original function until afier

reconditioning shall be priced by multiplying the price determined in Sections IV.2.A (Pricing). IV.2.B (Freight), and IV.2.C

(Taxes) by fifty percent (50%).

The cost of reconditioning may be charged to the receiving property to the extent Condition "C" value, plus cost of

reconditioning, does not exceed Condition "B" value.

(4) Condition "D" - Material that (i) is no longer suitable for its original purpose but useable for some other purpose, (ii) is

obsolete, or (iii) does not meet original specifications but still has value and can be used in other applications as a substitute for

items with dilTerent specifications, is considered Condition "D" Material. Casing, tubing, or drill pipe used as line pipe shall be

priced as Grade A and B seamless line pipe of comparable size and weight. Used casing, tubing, or drill pipe utilized as line

pipe shall be priced at used line pipe prices. Casing, tubing, or drill pipe used as higher pressure service lines than standard line

pipe. e.g.. power oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tubular goods

shall be priced on a non-upset basis. For other items, the price used should result in the Joint Account being charged or credited

with the value of the service rendered or use of the Material, or as agreed to by the Parties pursuant to Section I.6.A (General

Matters).

(5) Condition ' E" - Junk shall be priced at prevailing scrap value prices.

E. OTHER PRICING PROVISIONS

(I) Preparation Costs

Subject to Section II (Direct Charges) and Section 111 (Overhead) of this Accounting Procedure, costs incurred by the Operator

in making Material serviceable including inspection, third party surveillance services, and other similar services w ill be charged

to the Joint Account at prices which reflect the Operator's actual costs of the services. Documentation must be provided to the

Non-Operators upon request to support the cost of service. New coating and/or wrapping shall be considered a component of
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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 ofthe Non-Operators in surplus Material.

Dispositions for the purpose of this procedure are considered to be the relinquishment of title of the Material from the Joint Property to

either a third party, a Non-Operator, or to the Operator. To avoid the accumulation of surplus Material, the Operator should make good

faith elTorls to dispose of surplus within twelve (12) months through buy/sale agreements, trade, sale to a third parly, division in kind, or

other dispositions as agreed to by the Parties.

Disposal of surplus Materials shall be made in accordance with the tenns of the Agreement to which this Accounting Procedure is

attached. If the Agreement contains no provisions governing disposal of surplus Material, the following terms shall apply:

•  The Operator may. through a sale to an unrelated third party or entity, dispose of surplus Material having a gross sale value that

is less than or equal to the Operator's c.spenditure limit as set forth in the Agreement to which this Accounting Procedure is

attached without the prior approval of the Parties owning such Material.

•  If the gross sale value e,\ceeds the Agreement expenditure limit, the disposal must be agreed to by the Parties owning such

Material.

•  Operator may purchase surplus Condition ■"A " or "B" Material without approval of the Parties owning such Material, based on
the pricing methods set forth in Section IV.2 (Transfers).

•  Operator may purchase Condition "C" Material without prior approval of the Parties owning such Material if the value of the
Materials, based on the pricing methods set forth in Section IV.2 (Transfers), is less than or equal to the Operator's expenditure
limitation set forth in the Agreement. The Operator shall provide documentation supporting the classification of the Material as
Condition C.

•  Operator may dispose of Condition "D" or "E" Material under procedures normally utilized by Operator w ithout prior approval
ofthe Parties owning such Material.

4. SPECIAL PRICING PROVISIONS

A. PREMIUM PRICING

Whenever Material is available only at inflated prices due to national emergencies, strikes, government imposed foreign trade
restrictions, or other unusual causes over which the Operator has no control, for direct purchase the Operator may charge the Joint
Account for the required Material at the Operator's actual cost incurred in providing such Material, making it suitable for use. and
moving it to the Joint Property. Material transferred or disposed of during premium pricing situations shall be valued in accordance
with Section IV.2 (Transfers) or Section IV.3 (Disposition of Surplus), as applicable.

B. SHOP-MADE ITEMS

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

C. MILL REJECTS

Mill rejects purchased as "limited service" casing or tubing shall be priced at eighty percent (80%) of K-55/J-55 price as determined in
Section 1V,2 (Transfers), l.ine pipe converted to casing or tubing with casing or tubing couplings attached shall be priced as K-55/J-
55 casing or tubing at the nearest size and weight.
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Physical inventories shall be pcrlbmicd by the Operator upon written request of a majority in working interests of the Non-Operators

(hereinafter, "directed inventory"); provided, however, the Operator shall not be required to perform directed inventories more frequently

than once every five (5) years. Directed inventories shall be commenced within one hundred eighty (180) days after the Operator receives

written notice that a majority in interest of the Non-Operators has requested the inventory. All Parties shall be governed by the results of

any directed inventory .

Expenses of directed inventories will be borne by the Joint Account; provided, however, costs associated with any post-report follow-up

work in settling the inventory will be absorbed by the Party incurring such costs. The Operator is expected to exercise judgment in keeping

expenses within reasonable limits. Any anticipated disproportionate or extraordinary costs should be discussed and agreed upon prior to

commencement of the inventory. Expenses of directed inventories may include the following:

A. A per diem rale for each inventory person, representative of actual salaries, wages, and payroll burdens and benellts of the personnel

performing the inventory or a rate agreed to by the Parties pursuant to Section [.6.A {General Matters). The per diem rale shall also

be applied to a rea.sonable number of days for pre-inventory work and report preparation.

B. Actual transportation costs and Personal Expenses for the inventory team.

C. Reasonable charges for report preparation and distribution to the Non-Operators.

2. NON-DIRECTED INVENTORIES

A. OPERATOR INVENTORIES

Physical inventories that are not requested by the Non-Operators may be performed by the Operator, at the Operator's discretion. The

expenses of conducting such Operator-initiated inventories shall not be charged to the Joint Account,

B. NON-OPIiRATOR INVENTORIliS

Subject to the lemis of the Agreement to which this Accounting Procedure is attached, the Non-Operators may conduct a physical

inventory at reasonable limes at their sole cost and risk after giving the Operator at least ninety (90) days prior written notice. The

Non-Operator invcntoiy report shall be fumished to the Operator in writing within ninety (90) days of completing the inventory

tleldwork.

C. SPECIAL INVEN rORlES

The expense of conducting inventories other than those described in Sections V.I {Directed Inventories). V.2.A {Operator

Inventories), or V.2.B {Son-Operator Inventories), shall be charged to the Party requesting such inventory; provided, however,

inventories required due to a change of Operator shall be charged to the Joint Account in the same manner as described in Section

V.l {Directed Inventories).

M. O I HER PROVISIONS

Notwithstanding anything herein to the contrary. Operator shall charge direct to the Joint .Account all costs for third party or consulting
services, materials for land, legal, and accounting services, including, without limitation, title research, lease acipii.sitions and title
opinions.



EXHIBITED"

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as Operator, and.
, et al, as Non-Operator, dated effective the day of , 3&I-2,

covering the Prospect, Ganyefl-,--Gem-, Payette and Wasbington-CountiesT Idaho; Malbeur
('i)iinty

INSURANCE EXHIBIT

The Operator, during the term of this Agreement, shall carry insurance for the benefit and at the expense of the
parties hereto as follows unless notified in writing by Non-Operator(s):

(A) Worker's Compensation Insurance as contemplated and required by the Laws of the state in which
operations will be conducted.

(B) Employer's Liability Insurance with a minimum limit of $1,000,000.00.

(C) Commercial Automobile Liability Insurance with a combined single limit of not less than
$1,000,000.00 per occurrence.

(D) Commercial General Liability Insurance with an occurrence limit of $ 1,000,000.00.

(E) Excess Liability Coverage with an each occurrence and general aggregate limit of not less than
$5,000,000.00.

(F) Control of Well Insurance with the following limits for wells to be drilled;
$IOMM for wells with completed well cost AFE's < $4MM
$20MM for wells with completed well cost AFE's $4MM to $7.5MM
$30MM for wells with completed well cost AFE's $7,5MM to $10MM
$40MM for wells with completed well cost AFE's > $IOMM
Operator's control of well insurance shall cover the cost of controlling a well out of control, the
expenses involved in re-drilling or restoring the well, and certain other related costs, including
liability for seepage and pollution and liability for items in Operator's care, custody, and control.
($5,000,000 CCC Limit)

(G) Oil Lease Property coverage as determined by Operator.

The Operator shall charge the joint account for insurance premiums, and in event of a claim, the proportionate share
of the deductible/retention. Losses not covered by such insurance shall be charged to the Joint account
proportionately. The Operator is solely responsible for selection of coverages but is not responsible for solvency of
any Insurer(s).

All policies mentioned above, with the exception of workers compensation, shall be endorsed to provide that the
underwriters and insurance companies waive their right of subrogation against the Non-Operator, its affiliates,
subsidiaries and employees. In addition, the Non-Operating party shall be named as an additional insured under the
policies listed.

In the event a Non-Operating party elects not to be covered for well control insurance, the Non-Operator shall notify
operator prior to the spud date of a well and provide certificate of insurance with equal or higher limits of coverage.
By such refusal of coverage the Non-Operating party agrees to be responsible for his proportionate share of such
loss and shall be deemed to have indemnified the Operator of any such loss that would have been covered under the
Operator's coverage, regardless of the degree or type of negligence, either sole. Joint, concurrent, or gross, anything
in this agreement to the contrary notwithstanding.

End of Exhibit "D"



Exhibit "E"

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as Operator, and
. et al. as Non-Operator, dated efTective the day of . 20-12. covering

the Prospect. G-an-y<H>.-Ge-m. Payettc and WashrngtoH-G-oonttes, Idaho; Malheuf-G-ountyvOfegea.
(^cKint)

Gas Balancing Agreement

NOTICE - Monthly Cash Balancing I'orm

I. DEnNlTIONS

The following definitions shall apply to this Agreement:

1.01 "Arm's Length Agreement" shall mean any gas sales agreement with an unafilliated purchaser of any gas sales
agreement with an alTiliated purchaser where the sales price and delivery conditions under such agreement are
rcpre.sentative of prices and delivery conditions existing under other similar agreements in the area between
unafilliated parties at the same time for natural gas of comparable quality and quantity.

1.02 "Balancing Area" shall mean each well subject to the Joint Operating Agreement that produces Gas or is allocated
a share of Gas production. If a single well is completed in two or more producing intervals, each producing
interval from which the Gas production is not commingled in the wellbore shall be considered a separate well.

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

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

1.05 "Makeup Gas" shall mean any Gas taken by an Underproduced Party from the Balancing Area in excess of its Full
Share of Current Production pursuant to Section 3.3.

1.06 "MCF" shall mean one thousand cubic feel. A cubic fool of Gas shall mean the volume of gas contained in one
cubic foot of space at a standard pressure base and at a standard temperature base.

1.07 "MMBTU" shall mean one million British fhermal Units. A British Thermal Unit shall mean the quantity of heat
required to raise one pound avoirdupois of pure water from 58.5 degrees Fahrenheit to 59.5 degrees Fahrenheit at
a constant pressure of 14.73 pounds per square inch absolute.

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

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

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

I.I I "Party" shall mean those individuals or entities subject to this Agreement, and their representative heirs,
successors, transferees and assigns.

1.12 "Percentage Interest" shall mean the percentage or decimal interest of each Party in the Gas produced from the
Balancing Area pursuant to the Joint Operating Agreement covering the Balancing Area.

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

1.14 '•Underproduced Party" shall mean any Party having taken a lesser quantity of Gas from the Balancing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

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

"Winter Period" shall mean the month(s) of October - December in one calendar year and the month(s) of
Januar>' - March in the succeeding calendar year.

II. BALANCING AREA

n this Agreement covers more than one Balancing Area, it shall be applied as if each Balancing Area were covered by
separate but identical agreements. All balancing hereunder shall be on the basis of Gas taken from the Balancing Area
measured in MMBTU's.

III. RIGHT OF PARTIES TO TAKE GAS
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3.4 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless ol" whether such Party is
underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in .such
taking Party.

3.5 In the event that a Party fails to make arrangements to lake its Full Share of Current Production, the Operator may
sell any part of such Party's Full Share of Current Production that such Party fails to take for the account of such
Party and render to such Party, on a current basis, the full proceeds of the sale, less any rea.sonable marketing,
compression, treating, gathering or transportation costs incurred directly in connection with the sale of such Full
Share of Current Production. In making the sale contemplated herein, the Operator shall market such Party's
proportionate share of gas produced from the contract Area on terms no less advantageous than those on which
Operator markets to any non-alliliate its own proportionate share of gas produced from the Contract Area. Any
such sale by Operator under the terms hereof shall be only for such reasonable periods of time as are consistent
with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
of one (1) year. Notwithstanding the provisions of Article 3.4 hereof. Gas sold by Operator for a Party under the
provisions hereof shall be deemed to be Gas taken for the account of such Party. Notwithstanding any provision
herein. Operator will not make any sales under this Section 3.5 unless it has first notified a Party with seven (7)
days written notice that a sale hereunder is contemplated.

IV. CASH BALANCING

EiTcctive the first day of any calendar month, following the receipt of the Statement of Gas Balances as provided in
Article V below, each Overproduced Party shall make payment to the Operator so as to eliminate its overproduction as
provided in Article VII below.

V. STATEMENT OF GAS BALANCES

5.1 The Operator will maintain appropriate accounting on a monthly and cumulative basis of the volumes of Gas that
each Party is entitled to receive and the volumes of Gas actually taken or sold for each Party's account. Within
sixty (60) days after the month of production, the Operator will furnish a statement for such month showing {I)
each Party's Full Share of Current Production. (2) the total volume of Gas actually taken or sold for each Party's
account. (3) the difi'erence between the volume taken by each Pariv and that Party's Full Share of Current
Production. (4) the Overproduction or Underproduction of each Party, and (5) other data as recommended by the
provisions of the Council of Petroleum Accountants Societies Bulletin No. 24. as amended or supplemented
hereafter. Each Party taking Gas will promptly provide to the Operator any data required by the Operator for
preparation of the statements required hereunder.

5.2 if any Party fails to provide the data required herein timely, the Operator, or where the Operator has failed to
provide data, another Part)', may audit the production and Gas sales and transportation volumes of the non-
reporting Party to provide the required data. Such audit shall be conducted only after reasonable notice and
during normal business hours in the office of the Party whose records arc being audited. All costs associated with
such audit will be charged to the account of the Party failing to provide the required data.

VI. PAYMENTS ON PRODUCTION

6.1 Each Party taking Gas shall pay or cause to be paid all production and severance taxes due on all volumes of Gas
actually taken by such Party.

6.2 The Operator shall pay or cause to be paid all Royalty due with respect to Royalt>' Owners to whom it is
accountable based on the volume of Gas actually taken for the respective Parties' account.

6.3 In the event that any governmental authority requires that Royalty payments be made on any other basis than that
provided for in this Section VI. each Party agrees to make such Royally payments accordingly, commencing on
the elTective dale required by such governmental authority, and the method provided for herein shall be thereby
superseded.

VH. CASH SETTLEMENTS

7.1 Eft'ective the first day of any calendar month following the receipt of the Statement of Gas Balances as provided in
Article V below, any Overproduced Party shall forward, via wire transfer, the cash amount of the value of its
overproduction to the Operator. The Operator shall, within fifteen (15) days thereafter, pay to the respective
Underproduced Party(ies) its (their) proportionate share of the value of the overproduction.

7.2 The amount of the cash settlement will be based on the proceeds received by the Overproduced Party under an
Arm's Length Agreement for the Gas taken from time to time by the Overproduced Party in excess of the
Overproduced Party's full share of Current Production. Any Makeup Gas taken by the Underproduced Party prior
to monetary settlement hereunder will be applied to oft'sei Overproduction chronologically in the order of accrual.

7.3 The values used for calculating the cash settlement under Section 7.2 will include all proceeds received for the
sate of the Gas by the Overproduced Party calculated at the Balancing Area, after deducting any production or
severance taxes paid and an> Royalty actually paid by the Overproduced Party to an Underproduced Party's
Royalty owncr(s). to the extent said payments amounted to a discharge of said Underproduced Party's Royalty
obligation, as well as any reasonable marketing, compression, treating, gathering or transportation costs incurred
directly in connection w ith the sale of the Overproduction.

7.4 To the extent the Overproduced Party did not sell all Overproduction under an Arm's Length Agreement, the cash
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Underproduced Party furnishes a corporate undertaking, acceptable to the Overproduced Party, agreeing to hold
the Overproduced Party harmless from Financial loss due to refund orders by such governmental authority.

VIII. TESTING

Notwithstanding any provision of this Agreement to the contrar\'. any Party who is selling its gas production
independently of Operator shall have the right, from time to time, to produce and take up to one hundred percent (100%)
of a well's entire Gas stream to meet the reasonable deliverability test(s) required by such Parly's Gas purchaser, and the
right to take any Makeup Gas shall be subordinate to the right of any Party to conduct such tests; provided, however, that
such tests shall be conducted in accordance with prudent operating practices only alter ten (10) days' prior written notice
to the Operator and shall last no longer than seventy-two (72) hours.

IX. OPERATING COSTS

Nothing in this Agreement shall change or alTeci any Party's obligation to pay its proportionate share of all costs and
liabilities incurred in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Joint
Operating Agreement, irrespective of whether any Party is at any time selling and using Gas or whether such sales or use
are in proportion to its Percentage Interest in the Balancing Area.

X. LIQUIDS

The Parties shall share proportionately in and own all liquid hydrocarbons recovered with Gas by field equipment
operated for the joint account in accordance with their Percentage Interests in the Balancing Area.

XI. AUDIT RIGHTS

Notwithstanding any provision in this Agreement or any other agreement between the Parties hereto, and further
notwithstanding an\ termination or cancellation of this Agreement, for a period of two (2) years from the end of the
calendar year in which any information to be furnished under Section V or VII hereof is supplied, any Party shall have the
right to audit the records of an\ other Party regarding quantity, including but not limited to information regarding BTU-
content. Any Underproduced Party shall have the right for a period of two (2) years from the end of the calendar year in
which any cash settlement is received pursuant to Section Vll to audit the records of any Overproduced Party as to all
matters concerning values, including but not limited to information regarding priees and disposition of Gas from the
Balancing Area. Any such audit shall be conducted at the expense of the Party or Parties desiring such audit, and shall be
conducted, aller reasonable notice, during normal business hours in the office of the Party whose records are being
audited. Hach Party hereto agrees to maintain records as to the volumes and prices of Gas sold each month and the
Volumes of Gas used in its own operations, along w ith the Royalty paid on any such Gas used by a Party in its own
operations. The audit rights provided for in this Section XI shall be in addition to those provided for in Section 5.2 of
this Agreement.

XII. MISCELLANEOUS

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

12.2 Each Party agrees to defend, indcmnily and hold harmless all other Panies from and against any and all liability
for any claims, which may be asserted by any third Parly which now or hereafter stands in a contractual
relationship with such indemnifying Part\ and w hich arise out of the operation of this Agreement or any activities
of such indemnifying Party under the provisions of this Agreement, and does funher agree to save the other
Parties harmless from all judgments or damages sustained and costs incurred in connection therew ith.

12.3 Except as otherwise provided in this agreement. Operator is authorized to administer the provisions of this
Agreement, but shall have no liability to the other Parties for losses sustained or liability incurred which arise out
of or in connection with the performance of Operator's duties hereundcr. except such as may result from
Operator's gross negligence or willful misconduct. Operator shall not be liable to any Underproduced Party for
the failure of any Overproduced Party (other than Operator) to pay any amounts owed pursuant to the terms
hereof.

12.4 This Agreement shall remain in full force and efl'ect for as long as the Joint Operating Agreement shall remain in
force and efl'ect as to the Balancing Area, and thereafter until the Gas accounts between the Parties are settled in
full, and shall inure to the benefit of and be binding upon the Parties hereto, and their respective heirs, successors,
legal representatives and assigns, if any. The Parties hereto agree to give notice of the existence of this Agreement
to any successor in interest of any such Party and to provide that any such successor shall be bound by this
Agreement, and shall further make any transfer of any interest subject to the Joint Operating Agreement, or any
part thereof, also subject to the terms of this Agreement.

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

12.6 This Agreement shall bind the Parties in accordance with the provisions hereof, and nothing herein shall be
construed or interpreted as creating any rights in any person or entity not a signatory hereto, or as being a
stipulation in favor of any such person or entity.

12.7 If contemporaneously with this Agreement becoming cfl'ective. or thereafter, any Party requests that any other
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transferee for any interest in the Gas or monetary payment that such Party may have or to which it may be entitled,
and shall cause its assignee or other transferee to assume its obligations hcreunder.

13.2 Notwithstanding anything in this Agreement {including but not limited to the provisions of Section 13.1 hereoO or
in the Joint Operating Agreement to the contraiy. and subject to the provisions of Section 13.3 hereof, in the event
an Overproduced Parly intends to sell, assign, exchange or otherwise transfer any of its interest in a Balancing
Area, such Overproduced Party shall notify in writing the other working interest owners who are Parties hereto in
such Balancing Area of such fact at least thirty (30) days prior to closing the transaction. Thereafter, any
Underproduced Party may demand from such Overproduced Party in writing, within twenty (20) days after receipt
of the Overproduced Party's notice, a cash settlement of its Underproduction from the Balancing Area, fhc
Operator shall be notilled of any such demand and of any cash settlement pursuant to this Section XIII. and the
Overproduction and Underproduction of each Parly shall be adjusted accordingly. Any cash settlement pursuant
to this Section XIII shall be paid by the Overproduced Party (i) in accordance with Article VII or (ii) at the closing
of the transaction in which the Overproduced Parly sells, assigns, exchanges or otherwise transfers its interest in a
Balancing Area, whichever is the earlier, and shall bear interest at the rate set forth in Section 7.5 hereof,
beginning sixty (60) days after the Overproduced Party's sale, assignment, exchange or transfer of its interest in
the Balancing Area for any amounts not paid. Provided, however, if any Underproduced Party does not so
demand such cash settlement of its Underproduction from the Balancing Area, such Underproduced Parly shall
look exclusively to the assignee or other successor in interest of the Overproduced Party giving notice hereunder
for the satisfaction of such Underproduced Party's Underproduction in accordance with the provisions of Section
13.1 hereof.

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

End of Exhibit "E"



EXHIBIT "F"

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as
Operator, and , et al, as Non-Operator, dated effective the day of _

, 30-l~2, covering the Prospect, -Ganyett-, Gem, Payette and
Washingtoa-Gewtties-, Idaho; Ma4hew-G^Hnty,-Oregon.

County

MEMORANDUM OF OPERATING AGREEMENT

AND

FINANCING STATEMENT

THE STATE OF §

§
COUNTY OF §

THIS AGREEMENT is made and entered into by and between AM Idaho, LLC, (hereinafter referred to as
"OPERATOR"), and the undersigned parties (hereinafter referred to as "NON-OPERATORS").

WHEREAS, the parties to this Memorandum of Operating Agreement and Financing Statement
(hereinafter referred to as "Agreement") are owners of certain Oil and Gas Leases and/or Oil and Gas Interests
covering the Prospect Area described in Exhibit "A" which is attached to and made a part the
Operating Agreement (said Land(s), Lease(s) and Interest(s) are hereinafter referred to as the "Contract Area"), and
in any instance in which the Lease(s) or Interest(s) of a party are not of record, the record owner and the party hereto
that owns the interest or rights therein are reflected on said Exhibit "A": AND,

WHEREAS, the parties hereto have subjected their interests in the Contract Area to an Operating
Agreement dated effective the day of ,-20-f3 governing operations on and in the
Contract Area, by and between OPERATOR and NON-OPERATORS, (such Operating Agreement hereinafter
referred to as the "Operating Agreement"), covering the Contract Area for the purpose of exploring and developing
such lands. Leases and Interests for oil and gas; AND,

WHEREAS, the parties hereto have executed this Agreement for the purpose of imparting notice to al!
persons of the rights and obligations of the parties under the Operating Agreement and for the further purpose of
perfecting those rights capable of perfection;

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

1. This Agreement is a supplemental to the Operating Agreement, which, for all purposes reference is hereby
made and the terms and provisions contained therein are incorporated herewith in their entirety, and all
terms used herein shall have the same meaning ascribed to them in said Operating Agreement.

2. The parties hereby agree that:

A. The Oil and Gas Lease(s) and/or Oil and Gas Interest(s) of the parties comprised by the Contract
Area shall be subject to and burdened with the terms and provisions of this Agreement and the
Operating Agreement, and the parties do hereby commit such Lease)s) and Interest(s) to the
performance thereof.

B. The exploration and development of the Contract Area for oil and gas shall be governed by the
terms and provisions of the Operating Agreement, as supplemented by this Agreement.

C. All costs and liabilities incurred in operations under this Agreement and the Operating Agreement
shall be borne and paid, and ail equipment and materials acquired in operations on the Contract
Area shall be owned, by the parties hereto, as provided in the Operating Agreement.

D. Regardless of the record title ownership to the Oil and Gas Leases and/or Oil and Gas Interests
identified on Exhibit "A", all production of oil and gas from the Contract Area shall be owned by
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party subject to such burden fails to pay its share of expenses chargeable hereunder and under the
Operating Agreement, all upon the terms and provisions and in the times and manner provided by
the Operating Agreement.

G. The Oil and Gas Leases and/or Oil and Gas Interests which are subject hereto may not be assigned
or transferred except in accordance with those terms, provisions and restrictions in the Operating
Agreement regulating such transfers. This Agreement and the Operating Agreement shall be
binding upon and shall inure to the benefit of the parties hereto, and their respective heirs,
devisees, legal representatives, and assigns.

H. The parties shall have the right to acquire an interest in any renewal, extension or replacement
leases, leases proposed to be surrendered, wells proposed to be abandoned, and interests to be
relinquished as a result of non-participation in subsequent operations, all in accordance with the
terms and provisions of the Operating Agreement.

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

J. Each party's interest under this Agreement and under the Operating Agreement shall be subject to
relinquishment for its failure to participate in subsequent operations and each party's share of
production and costs shall be reallocated on the basis of such relinquishment, all upon the terms
and provisions provided in the Operating Agreement.

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

4. The parties hereby grant reciprocal liens and security interests to each other as follows:

A. Each party grants to the other parties hereto a lien upon any interest it now owns or hereafter
acquires in Oil and Gas Leases and/or Oil and Gas Interests in the Contract Area, and a security
interest and for purchase money security interest in any interest it now owns or hereafter acquires
in the personal property and fixtures on or used or obtained for use in connection therewith, to
secure performance of all of its obligations under this Agreement and the Operating Agreement
including but not limited to payment of expenses, interest and fees, the proper disbursement of all
monies paid under this Agreement and the Operating Agreement, the assignment or
relinquishment of interest in Oil and Gas Leases as required under this Agreement and the
Operating Agreement, and the proper performance of operations under this Agreement and the
Operating Agreement. Such lien and security interest granted by each party hereto shall include
such party's leasehold interests, working interests, operating rights, and royalty and overriding
royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or
unitized therewith or otherwise becoming subject to this Agreement and the Operating Agreement,
the oil and gas when extracted therefrom and equipment situated thereon or used or obtained for
use in connection therewith (including, without limitation, all wells, tools, and tubular goods), and
accounts (including, without limitation, accounts arising from gas imbalances or from the sale of
oil and/or gas at the wellhead), contract rights, inventory and general intangibles relating thereto or
arising therefrom, and all proceeds and products of the foregoing.

B. Each party represents and warrants to the other parties hereto that the lien and security interest
granted by such party to the other parties shall be a first and prior lien, and each party hereby
agrees to maintain the priority of said lien and security interest against all persons acquiring an
interest in the Oil and Gas Leases and/or Oil and Gas Interests covered by this Agreement and the
Operating Agreement by, through or under such party. All parties acquiring an interest in any Oil
and Gas Leases and'or Oil and Gas Interests covered by this Agreement and the Operating
Agreement, whether by assignment, merger, mortgage, operation of law, or otherwise, shall be
deemed to have been taken subject to the lien and security interest granted by the Operating
Artr»»pmf»nf nn/H thic inclriiiTiAr*! nc tf> all rvKlloatirvnc attriKiitaKlA tn ciift* iinrlfr thic
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defaulting party's share of oil and gas. All purchasers of production may rely on a notification of
default from the non-defaulting party or parties stating the amount due as a result of the default,
and all parties waive any recourse available against purchasers for releasing production proceeds
as provided in this paragraph.

D. If any party fails to pay its share of expenses within one hundred twenty (120) days after rendition
of a statement therefor by OPERATOR, OPERATOR shall pay the unpaid amount. The amount
paid by OPERATOR shall be secured by the liens and security rights described in this paragraph
3. and in Article VII.B. of the Operating Agreement, and OPERATOR may pursue any remedy
available under the Operating Agreement or otherwise.

E. If any party does not perform all of its obligations under this Agreement or the Operating
Agreement, and the failure to perform subjects such party to foreclosure or execution proceedings
pursuant to the provisions of this Agreement or the Operating Agreement, to the extent allowed by
governing law, the defaulting party waives any available right of redemption from and after the
date ofjudgment, any required valuation or appraisal of the mortgaged or secured property prior to
sale, any available right to stay execution or to require a marshaling of assets and any required
bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law,
each party hereby grants to the other parties a power of sale as to any property that is subject to the
lien and security rights granted hereunder or under the Operating Agreement, such power to be
exercised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

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

G. To the extent permitted by applicable law, NON-OPERATORS agree that OPERATOR may
invoke or utilize the mechanics' or materialman's lien law of the state in which the Contract Area

is situated in order to secure the payment to OPERATOR of any sum due under this Agreement
and the Operating Agreement for services performed or materials supplied by OPERATOR.

H. The above described security will be financed at the wellhead of the well or wells located on the
Contract Area and this Memorandum of Operating Agreement and Financing Statement may be
filed in the land records in the County or Parish in which the Contract Area is located, and as a
financing statement in all recording offices required under the Uniform Commercial Code or other
applicable state statutes to perfect the above described security interest, and any pany hereto may
file a continuation statement as necessary under the Uniform Commercial Code, or other state
laws.

5. This Agreement shall be effective as of the date of the Operating Agreement as above recited. Upon
termination of this Agreement and the Operating Agreement and the satisfaction of all obligations
thereunder, OPERATOR is authorized to file of record in all necessary recording offices a notice of
termination, and upon the request of OPERATOR, each party hereto agrees to execute such a notice of
termination as to OPERATOR'S interest, if OPERATOR has complied with all of its financial obligations.

6. This Agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the
parties hereto and their respective heirs, devisees, legal representatives, successors and assigns. Every sale,
encumbrance, transfer or other disposition made by any party of any interest in the Oil and Gas Leases
and/or Oil and Gas Interests subject hereto shall be made expressly subject to this Agreement and the
Operating Agreement and without prejudice to the rights of the other parties. The assignee of an ownership
interest in any Oil and Gas Lease and/or Oil and Gas Interests shall be deemed a party to this Agreement
and the Operating Agreement as to the interest assigned from and after the effective date of the transfer of
ownership; provided, however, that the other parties shall not be required to recognize any such sale,
encumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days after they have
received a copy of the instrument of transfer or other satisfactory evidence thereof in writing from the
transferor or transferee. No assignment or other disposition of interest by a party shall relieve such party of
obligations previously incurred by such party under this Agreement or the Operating Agreement with
respect to the interest transferred, including without limitation the obligation of a party to pay all costs
attributable to an operation conducted under this Agreement and the Operating Agreement in which such
party has agreed to participate prior to making such assignment, and the lien and security interest granted
by Article VII.B. of the Operating Agreement and hereby shall continue to burden the interest transferred to

r*n\/mAnt •an\/ ciinh r»KIinatirxnc
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IN WITNESS WHEREOF, this Agreement shall be effective as of the dav of

2012.

OPERATOR:

AM IDAHO, LLC

By: A4ta-Mesa-CjPrLE-€

Its: Gene-raJ-P-artner

■F-.-E)avid-MuFFeU;-V-P-Land

NON-OPERATORS:

STATE OF TEXAS §
§

COUNTY OF §

This instrument was acknowledged before me on the day of , 20 , by F:

Dav44-MmT-eti-,"V4e€-P-Fesidefrt"Of"Lafld-ef-A-Itg"Mesa-GPrtft3€y-G&i>efflF-Partner of AM Idaho, LLC, a4iimted

paFtnersht^,-en-b6halfof-sa-id-paFte€r-sl=Hp-.
H Texas iimilcd liability company.

Notary Public in and for the
State of Texas

STATE OF

COUNTY OF

This instrument was acknowledged before me on the day of , 20 , by



OIL AND GAS LEASE

(PAlD-lP)

This Oil and Gas Lease ("Lease") is made effective this day of , 2019. between

, whose address is ("Lessor",

whether one or more) and .AM Idaho. l.l.C. 15021 Kalv Freewav. Suite 400. Houston. Texas 77094 ("Lessee").

WITNESSHTH: That Lessor, for and in consideration of Ten Dollars (SIO.OO) and other good and valuable consideration in hand paid, receipt and sufTlciency of
which are hereby acknowledged, and of the agreements of Lessee hereinafter set forth, hereby grants, demises, leases and lets exclusively unto said Lessee the lands
hereiiialtcr described for the purpose of prospecting, exploring by geophysical and other methods, drilling, mining, operating for and producing oil or gas. or both,
including, but not as a limitation, casinghead g;is. casinghead gasoline, gas-condensate (distillate) and any substance, whether similar or dissimilar, produced in a gaseous
state through a wellbore (but not gravel or other minerals not produced through a wellbore). together with the right of ingress and egress over lands owned by Lessor to
construct and maintain pipelines, telephone and electric lines, tanks, towers, ponds, roadways, plants, equipment, and structures thereon to produce, save, nuirket and lake
care of said oil. gas and other minerals, and the exclusive right to inject air. gas. water, brine and other fluids from any source into the subsurface strata and any and all
other rights and privileges necessary, incident to. or convenient for the economical operation of said land, alone or conjointly with neighboring land, for the production,
saving, marketing and taking care of oil. gas and other minerals and the injection of air. gas. water, brine, and other fluids into the subsurface strata, said lands being
situated in the County of Pavelte. State of Idalio. and being described as follows, to-wil:

SEE EXHIBIT "A" FOR DESCRIPTION OF SAID LANDS AND ADDH lONAI. PROVISIONS TO THIS LEASE.

And containing , acres, more or less, the "Leased Premises".
In addition to the above described lands. Lessor hereby grants, leases and lets exclusively unto L.essee. to the same extent as if specilically described herein, all lands

owned or claimed by Lessor which are adjacent, contiguous to. or form a part ofthe lands above particularly described, including all oil. gas. and other minerals, and their
constituents underlying lakes, rivers, streams, roads, casements and righl-ol-ways which traverse or any of said lands.
It is agreed that this Lease shall remain in force for a term of three (3) years from dale (herein called the "Primary Term") and as long Ihcreallcr as oil, gas. or other
minerals, or any of them, is produced from said land by Lessee, and as long thereafter as operations, as hereinafter defined, are conducted upon said land with no cessation
for more than one hundred twenty (120) consecutive days. Whenever used in this Lease the word "operations" shall mean operations for and any ol the following:
drilling, testing, completing, reworking, recompleting. deepening, plugging back or repairing of a well in search of or in an endeavor to obtain production of oil. gas. or
other minerals, or production of oil. ga.s. or other minerals, whether or not in paying quantities. If white this Lease is in force, at. or after the expiration ofthe Primarv-
Term hereof, it is not being continued in force by reason of the shut-in well provisions hereinafter stated, and Lessee is not conducting operations on said land by reason
of (1) any law. order, rule, or regulation (whether or not subsequently detennined to be invalid), or (2) any other cause, whether similar or dissimilar, (except financial)
beyond tiic reasonable control of Lessee, the Primary- Term hereof shall be extended uiuil the first anniversary date hereof occurring one hundred twenty (120) or more
days following the removal of such delaying cause, and this Lease may be extended thereafter by operations as if such delay had not occurred.

In consideration ofthe premises the said Lessee covenants and agrees:
1^. fo deliver to the credit of Lessor free of cost, in the pipeline to which it may connect its wells, the one-eighth (1/8) part ol all oil (including but not limited to

condensate and distillate) produced and saved from the Leased Premises, or. at Lessor's option, a royalty in the manner provided in this Lease.
2"^. To pay Lessor for gas of whatsoever nature or kind (with all of its constituents) produced and sold or used otT the Leased Premises, or used in the manufacture

t)f products therefrom, onc-cighlh (1/8) ofthe gross proceeds received for the gas sold, used olTthc Incased Premises, or in the mamifaciure of products therefrom, but in
no event more than one-eighth (1/8) of the actual amount received by the Lessee at the mouth of the well, said payments to be made monthly as hereinafter provided.
During any period after expiration of the Primary Term hereof when gas is not being so sold or used and the well or wells are shut-in and there is no current production
of oil or operations on said Leased Premises sufllcienl to keep this Lease in force. Lessee shall pay or lender a royalty of One Dollar (SLOO) per year per net mineral acre
retained hereunder. such pavmcnt. or tender to be made, on or before the anniversary date of this Lease next ensuing after the e.vpiration ot ninety (90) days from the date
such well is shut in and thereafter on the anniversary date of this Lease during the period such w ell is shut-in. to the royally owners. When such payment or tender is made
it will be considered that gas is being produced within the meaning ofthe entire Lca.sc.

3"^. To pav Lessor for gas produced from any oil w ell and used olTthe Leased Premises, or for the manufacture of casing-head gasoline or dry commercial gas. one-
eighth (1/8) ofthe gross proceeds, at the mouth ofthe well, received by the I.es.sce for the gas during the time such g<is shall be used, said paymcnt.s to be made monthly
as hereinafter provided.

If the Lessee shall commence to drill a well or commence reworking operations on a existing well within the term of this Lease or any extension ihereot, or on
acreage pooled therewith, the Lessee shall have the right to drill such well to completion or complete reworking operations with reasonable diligence and dispatch, and if
oil or gas. or either of them, be found in paying quantities, this Lease shall continue and be in force with like effect as if such well had been completed within the term ot
years first mentioned.

Lessee is hcrebv granted the right at any time and from time to time to iinitize the Leased Premises or any portion or portions thereof, as to all strata or any stratum
or strata, with any other lands as to all strata or any stratum or strata, for the production primarily of oil or primarily of gas w ith or without distillate. However, no unit
for the production primarily of oil shall embrace more than 160 acres, or for the production primarily of gas w ith or without distillate more than 640 acres; provided that
if any governmental regulation shall prescribe a spacing pattern for the development of the field or allocate a producing allowable based on acreage per well, then any
such unit may embrace as much additional acreage as may be so prescribed or as may allocate a producing allowable based on acreage per well, then any such unit may
embrace as much additional acreage as may be so prescribed or as may be used in such allocation of allowable.

Operations upon and production from the units shall be treated as if such operations were upon or such production were from the l.eascd Premises whether or not
the wells are located thereon. The entire acreage w ithin a unit shall be treated for all purposes as if it were covered by and included in this i-ca.sc except that the royalty
on production from the unit shall be calculated as below provided, and except that in calculating the amount of any shut-in gas royalties, only that part ofthe acreage
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originally leased and Ihen embraced by this Lease shall be counted. In respect to production from the unit. Lessee shall pay Lessor, in lieu ofother royalties thereon, only
such proportion of the royalties stipulated herein as the amount of l.essor's acreage placed in the unit, or Lessor's royalty interest therein, on an acreage basis bears to the
total acreage in the unit. Lessee is granted the right to execute all necessary ratifications of any unit agreement and/or unit operating agreements as may be necessary to
obtain the approval of the Governmental Regulatory Body for the creation of a field-wide unit without regard to the size of such field-wide unit.

If said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties herein provided shall be paid
to the Lessor only in the proportion which Lessor's interest bears to the whole and undivided fee.

Lessee shall have the right to use, free of cost. gas. oil and water produced on said land for its operations thereon, except water from wells of Lessor.
When requested by the Lessor. Lessee shall bury its pipelines below plow depth.

No well shall be drilled nearer than 300 feet to the house or barn now on said premises, nor shall any tanks or gas processing facilities be placed nearer than 300
feet from said house or any water well on said premises, w ithout the written consent of the Lessor.

Lessee shall pay for all damages caused by its operations to grow ing crops, livestock and dairy operations, surface water, and ground water on said land.
Lessor recognizes that Lessee has the right to use as much of the surface of the Leased Premises as a reasonably prudent operator would use to accomplish the

purposes of this Lease.

Les.sce shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and remove casing.

If the estate of either party hereto is assigned, and the privilege of assigning in whole or in part is expressly allowed, the covenants hereof shall extend to their heirs,
executors, administrators, successors or assigns. I lowevcr. no change or division in ownership of the land or royalties shall enlarge the obligations or diminish the rights
of Lessee. No change in the ownership of the land or royalties shall be binding on the Lessee until after the Lessee has been furnished with a written transferor assignment
or a true copy thereof. In cttse Lessee assigns this Lease, in whole or in part. Lessee shall be relieved of all obligations w ith respect to the assigned portion or portions
arising subsequent to the date of assignment. Lessee shall provide a copy of any such recorded assignment to Lessor upon Lessor's request.

All express or implied covenants of this Lease shall be subject to all l-'ederal. State and Municipal Laws. Lxcculive Orders. Rules and Regulations, and this Lease
shall not he terminated in whole or in part, nor Lessee held liable in damages, for failure to comply therew ith, if compliance is prevented by. or such failure is the result
of any such Law . Order. Rule or Regulation.

This Lease shall be effective as to each Lessor on execution hereof as to his or her interest and shall be binding on those signing, nolw ithstanding some of the Lessors
above named may not join in the execution hereof. The word "Lessor" as used in this Lease means the party or parties who execute this Lease as Lessor, although not
named above.

Lessee ma> at any time and from lime to time surrender this Lease as to any part or parts of the Leased Premises by delivering or mailing a release thereof to Lessor,
or by placing a release of record in the proper County.

Lessee shall have the right at any time to redeem for I.essor by payment and mortgages, taxes or other liens on the above described lands, in the event of default of
payment by Lessor, and be subrogated to the rights of the holder thereof.

This Lease shall never be terminated, forfeited, or canceled for Lessee's failure to perform, in whole or in part, any of the covenants, conditions, obligations and
requirements set forth in this Lease, until Lessee, after w ritten notice by Lessor, has been given a reasonable period of time w ithin w hich to comply with the covenant,
condition, obligation, or requirement.

Lessee is expressly granted the right to conduct geophysical exploration by means of seismograph, vibroscis or similar techniques. I lowever. if Lessee conducts
such geophysical exploration or operations on the lands covered by this Lease, all shot holes shall be kept a sufficient distance away from Lessor's water wells so as not
to cause any damage to the water wells. Lessee shall promptly plug all shot holes with concrete plugs or other approved methods set below plow depth, fill the holes
with dirt on top of the plugs, and restore the surface of the Leased Premises to substantially the same condition it was in prior to the commencement of the geophy sical
operations.

IN WITNESS WHEREOF, we sign the day and year first above written,

€<L

UNIFORM ACKNOWLEDGMENT - INDIVIDUAL

S I'ATE OF )

)

COUNTY OF )

The foregoing instrument was acknowledged before me this day of by

My Commission Expires: Notary Public, State of.

Name of Notary Printed _
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STATE OF

UNIFORM ACKNOWLLOGMEN r - CORPORATE

}

)

COUNTY OF

The foreaoina instrumeni was acknowledsed before me this . day of.

of

corporation, on behalf of the corporation.

My Commission Expires: Notary Public. State of.

Name of Notary Printed _

by

STATE OF

UNIFORM ACKNOWLEDGMENT - OTHER

)

)

COUNTY OF J

The foreaoina instrumeni was acknowledaed before me this.

of

on behalf of the Trust.

My Commission Expires:

.day of.

Notary Public. State of.

Name of Notar\- Printed

by
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EXHIBIT "A"

NOTWITHSTANDING ANYTHING CONTAINED IN THE FOREGOING OIL AND GAS LEASE TO THE CONTRARY, THE
FOLLOWING PROVISIONS SHALL APPLY AS AN EXHIBIT TO THE FOREGOING OIL AND GAS LEASE, AND SHALL BE IN

FORCE AND EFFECT AS A PART OF SAID LEASE.

l awnshiD North. Range West. Boise Meridian

Section :

containing acres, more or less

1. SURI-ACH USE: Lessee shall have the right to use only so much of the surface of the Leased Premises as is reasonable necessary for the full exercise of
the purpose of this Lease; provided, that if the Leased Premises are 3.0 acres or smaller in si/e. Lessee shall not engage in drilling operations on the surface of
the I.eased Premises. Lessee shall take reasonable precautions to minimize adverse impact to Lessor's farming, dairv' and ranching operations on the Leased
Premises. Lessee shall advise the owner of the surface of the Leased Premises prior to commencing construction regarding the location of any well sites,
roads, fences, pipelines or utilities, or installation of any production equipment, lank batteries or produced w ater disposal equipment. Lessee shall pay the
surface ow ner for reasonable damages to growing crops, grass, buildings, livestock, feed, fences and other improvemenb and personal properly caused by
Lessee's operations.

2. PROTECTION AND USE OF WATER: Lessee shall follow generallv accepted industrv- practices designed to protect fresh water .strata from
contamination and protect the surface from exposure to produced water and other contaminants. Lessee shall not use water from Lessor's irrigation and domestic
wells or from the aquifers supplying said wells without Lessor's written consent. Produced water may be used for any purpose allowed by applicable laws tind
regulations.

3. LIABILITY INSURANCE: If Lessee or its agents conduct any operations on the Leased Premises then Lessee shall maintain, at Lessee's expense, for the duration
of Lessee's operations on the Leased Premises, public liability insurance with adequate coverage for personal injurv and damage to real property w ith respect to
Lessee's operations. If requested by Lessor. Lessee shall deliver appropriate evidence to Lessor, prior to entrance on the Leased Premises that such insurance
is in force.

4. NO'TIFICATION OF BREACH: In the event Lessor considers that Lessee has failed to comply with any obligation hereunder. express or implied. Lessor
shall notify Lessee in writing specify ing in what respect Lessor claims Lessee has breached this Lease. Lessee shall then have sixty (60) days alter receipt of
said notice within which to meet or commence to meet all or any part of the breach(es) alleged by Lessor, or attempt to prove that the alleged breaeh(es) do(es)
not exist. The service of said notice shall be precedent to the bringing of any action by Lessor on said Lease for any cause, and no such action shall be brought
until the lapse of sixty (60) days after service of such notice on Lessee. Neither the service of said notice nor the doing of any acts by Lessee aimed to meet all
or any of the alleaed breach! es) shall be deemed an admission or presumption that Lessee has failed to perform all its obligations hereunder. I his Lease shall
not be forfeited or cancelled for a failure to perform in whole or in part any of its implied covenants, conditions, or stipulations until a judicial determination is
made that such failure exists.

5. REGULATIONS: All operations conducted under this Lease, including permitting, drilling, production, pooling and iinitization, plugging and
abandonment of vvells. and surface reclamation, shall be done pursuant to and in accordance with applicable federal, state and local rules and regulations.

6. Lessee is hereby given the option to extend the Primary Temi of this Lease for an additional three (3) years from the expiration date ol the Primary lemi
hereof. This option may be exercised by Lessee for all or part of the acreage covered by this Lease that Lessee elects to extend and this option exercised at any
time during the original Primary Term by paying the sum of Fiftv and no/100 Dollars (S 50.001 per acre to Lessor. I his payment shall be based upon the
number of net mineral acres that Lessee elects to extend then covered by this Lease and not at such lime being maintained by other provisions hcreot. Ibis
payment may be made by check or draft of Lessee mailed or delivered to Le.ssor at any time during the original Primary Term hereof. If. at the time this payment
is made, various parties are entitled to specific amounts according to i.essec's records; this payment may be divided between said parties and paid in the
same proportion. Should this option be exercised as herein provided, it shall be considered for all purposes as though this Lease originally provided for a Primary
Temt of Six (6) years.

7. Lessor does hereby fully waive, release, acquit, dismiss, surrender, cancel and forever discharge any and all claims heretofore or hereafter arising against
Lessee from, or in any manner connected to, (i) prior oil and gas operations of any nature on the (.eased Premises, (ii) any preexisting conditions and/or (iii)
any Lessor, invitee and/or tenant on the Leased lYemises taking or using gas from any well{s) not drilled by Lessee.

8. Royalty Payments; l.essee shall submit to Lessor royalty payments in full by the last day of the calendar month following Lessee's receipt ol payment for a month
of production for the oil or gas. The check stub for each pay ment shall identify the amount of oil and/or gas produced and saved during that month, the price
received therefore, and Lessor's royally interest and applicable severance charges. If Lessee fails to timely pay any royalty when due. Lessee shall pay to Lessor
in addition to the royalty one percent (1.0%) times the unpaid royalty for each calendar month or fraction thereof. Lessee shall allow reasonable access to l.essor
to Lessee's records relevant to a determination of the amount of any royalty to be paid pursuant to this Lease. In no event shall royalties to be paid hereunder be
more than one-eighth (I /8) of the actual amount received by Lessee.

9. Liability: Lessee shall indemnify, defend and hold Lessor harmless from any and all liability, charge, expense, fine, claim, suit or loss, including but not limited to
losses related to crop, livestock and dairy production, and including attorney's fees and costs on appeal, caused by or resulting from any negligent or othcnvise
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wrongful acl or omission of Lessee, ils assigns, sublessees, agents, operators, employees, or contractors. Lessee shall pay when due. all taxes lawfully assessed
and levied under Idalio law upon Lessee's interest in the Leased Premises, including the leased deposits and oil or gas production.

11. Sale or Lease: Any sale or sublease of all or any part of the Leased Premises during the term of this Lease shall be subject to the terms and conditions of this
Lease.

12. Lessee Practices: Lessee shall at all times conduct all operations and other actions relative to this Lease as a reasonable prudent operator, and shall confomi to the
best practices and engineering principles currently in use in the oil and gas industry for the area in which the Leased Premises are located and its contemporaneously
as they are improved from time to time. Lessee shall at all limes use all reasonable precautions necessary to prevent waste of oil and gas.
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FALLON 1-10 UNIT

SW 1/4 Section 10

8N 5W B.M.

Acres in Unit 160.0000

Percentage Leased 65.1375%

Number Tax Parcel Number Owner Address Acres Open Remarks

55.7800

F00000105742 City ofFruitland
Attn: Rick Watkins - City Clerk

P.O. Box 324, Frultland, ID 83519
23.15

8-17-16. Delivered lease and offer letter to Rick Watkins, City Clerk. Planning to attend

upcoming City of Frultland Council Meeting and formally present lease and answer

questions. MWC.

9-12-16. Presented lease and offer letter to City of Frultland City Council Meeting.

Answered a few questions about potential location and future operations by AM

Idaho, LLC in the future. City Council will discuss with city engineers and get back to

us. MWC

9-20-16. Met with Rick Watkins and showed him a map of parcels owned by City of

Fruitland we are interested in leasing. He said he would follow up with me if he heard

anything. MWC

9-29-16. Mailed lease packet.

10-14-16. Met with Rick Watkins and he gave me the minutes of City of Fruitland

Council Meeting that took place on 9-26-16. The Council voted not to approve our

lease. Refused. MWC

3-7-2019 Mailed Lease Package - Certified Mail Receipt #7018-2290-0001-1721-6144

3-12-2019 11:32 AM - spoke with Rick Watkins, city clerk, introduced my self, I asked

if he/city was going to take the same stance as before and he stated he really didn't

know, but that the topic of leasing their minerals Is on the agenda for the next city

council meeting which is March 25. 1 told him I would check back after that date and

see what the status was.

3-19-2019 We received the Certified Mail signature card back signed by Rick S.

Watkins on 3-11-2019.

3-25-19. Meeting held and we received a letter, dated 3-26-19, stating Council voted

to respectfully decline leasing property.



8-17-16. Delivered lease and offer letter to Rick Watkins, City Clerk. Planning to attend

upcoming City of Fruitland Council Meeting and formally present lease and answer

questions. MWC.

9-12-16. Presented lease and offer letter to City of Fruitland City Council Meeting.

Answered a few questions about potential location and future operations by AM

Idaho, LLC in the future. City Council will discuss with city engineers and get back to

us. MWC

9-20-16. Met with Rick Watkins and showed him a map of parcels owned by City of

Fruitland we are interested in leasing. He said he would follow up with me if he heard

anything. MWC

9-29-16. Mailed lease packet.

F00000105561 Citv of Fr iti nd Watkins - City Clerk 10-14-16. Met with Rick Watkins and he gave me the minutes of City of FruitlandI  0 rui an P.O. Box 324, Fruitland, ID 83619 " Council Meeting that took place on 9-26-16. The Council voted not to approve our

lease. Refused. MWC

3-7-2019 Mailed Lease Package - Certified Mail Receipt S7018-2290-0001-1721-6144

3-12-2019 11:32 AM - spoke with Rick Watkins, city clerk, introduced my self, I asked

if he/city was going to take the same stance as before and he stated he really didn't

know, but that the topic of leasing their minerals is on the agenda for the next city

council meeting which is March 25. 1 told him I would check back after that date and

see what the status was.

3-19-2019 We received the Certified Mail signature card back signed by Rick S.

Watkins on 3-11-2019.

3-25-19. Meeting held and we received a letter, dated 3-26-19, stating Council voted

to respectfully decline leasing property.



8-17-16. Delivered lease and offer letter to Rick Watkins, City Clerk. Planning to attend
upcoming City of Fruitland Council Meeting and formally present lease and answer

questions. MWC.

9-12-16. Presented lease and offer letter to City of Fruitland City Council Meeting.

Answered a few questions about potential location and future operations by AM

Idaho, LLC in the future. City Council will discuss with city engineers and get back to

us. MWC

9-20-16. Met with Rick Watkins and showed him a map of parcels owned by City of

Fruitland we are interested In leasing. He said he would follow up with me if he heard

anything. MWC

9-29-16. Mailed lease packet.

F00000105601 City of Fruitland
Attn: Rick Watkins - City Clerk

P.O. Box 324, Fruitland, ID 83619
5.89

10-14-16. Met with Rick Watkins and he gave me the minutes of City of Fruitland

Council Meeting that took place on 9-26-16. The Council voted not to approve our

lease. Refused. MWC

3-7-2019 Mailed Lease Package - Certified Mail Receipt #7018-2290-0001-1721-6144

3-12-2019 11:32 AM - spoke with Rick Watkins, city clerk, introduced my self, I asked

if he/city was going to take the same stance as before and he stated he really didn't

know, but that the topic of leasing their minerals is on the agenda for the next city

council meeting which is March 25. 1 told him I would check back after that date and

see what the status was.

3-19-2019 We received the Certified Mail signature card back signed by Rick 5.

Watkins on 3-11-2019.

3-25-19. Meeting held and we received a letter, dated 3-26-19, stating Council voted

to respectfully decline leasing property.

2-25-19. Cell phone didn't even ring and then just hung up on me 7:14 pm

The Jimmie R And Judy A Hicks Family
08N05W106460 Trust, Jimmie R Hicks and Judy A Hicks,

Trustees

1540 NW 6th Ave., Payette, ID

83661
4.50

2-25-19. Reached Mr. Hicks on his home number @ 7:16 pm. He informed me that he

was not interested and thanked me for calling.

2-27-2019 Lease Package mailed - Certified Mail Receipt #7018-2290-0001-1721-5420

BJB

3-26-2019 Received unclaimed offer package sent by Certified Mall No. 7018-2290-

0001-1721-5420.



08N05W10RAIL Anadarko Land Corp

Attn: DaleTingen

1201 Lake Robbins Dr., The

Woodlands, TX 77380

8-24-16. Sent intro email to Matthew Kozisek who works in the Land Department at

Union Pacific. He called me back after several attempts to reach him and explained

that UP conveyed to UP Land Resources Corp everything West of the Mississippi. It is

now owned by Anadarko Land Corp. MWC

10-4-16. Minerals believed to be owned by Anadarko. LM for Jane Ann Byroad 832-

636-1000 at Anadarko office. MWC

10-10-16. LM for Jane Ann Byroad 10-10-16. MWC

10-11-16.-Mailed lease packet to Jane Ann Byroad, Director of Land and Surface at

Anadarko main office address.

10-20-16. Jane Ann requested that Dale Tingen from Anadarko Land Department call

me. We discussed offer letter and he requested I send him an email with info so he

could forward to their Colorado office to move things along. I made a note that Dale
3.17 thought that either Mike Nixon and/or Enrique Nelson handled the railroads in our

area from the Denver office. I mentioned that we were in the process of getting things

ready for Integration in November and that we were trying to wrap things up as soon

as possible.

10-21-16. I emailed Date Tingen at Dale.Tingen@Anadarko.com. MWC

11-1-16. Emailed Dale asking which Colorado address we should send Information to.

MWC

11-1-16. Dale responded and said that we should send all future communication to

him at main office in Texas (The Woodlands). His number Is 832-636-7253. MWC

4-4-19. Lease offer package sent Certified Mail Receipt 47018-2290-0002-3220-2275.

BJB

4-8-19. Received e-mail from Mark W. Heathcote stating "We unfortunately can not

accept this proposal. Thank you for your interest." JC

2-26-2019 Left message on voicemail that Stated Eric Wohl. Let him know we would

be sending him out a lease packet and to fee! free to call me with any questions. 11:

04 am TX time. JC

2-26-2019 Eric called back and left a message stating he wasn't sure he owned the

minerals. Called from 949-677-9990 and also left a second number of 949-585-7673

11:22 am TX time. JC

F00000107090 Shady River, LLC
3500 E Coast Hwy Ste 100

Corona Del Mar, CA 92625
3.06

2-26-2019 Called and talked to Eric. Explained he did own the minerals and that all he

had to do is sign the lease and return it to us. Said that he didn't see why not and

would call if he had any questions. 949-585-7673 1:33 pm TX time. JC

2-27-2019 Lease Package mailed - Certified Mail Receipt 47018-2290-0001-1721-

5437. BJB

3-13-2019 11:23 AM left voicemail @ 949-677-9990. JC

3-13-2019 11:24 AM left voicemail - voicemail stated that the person was on the

phone (949) 585-7673. JC

4-04-2019 Left a voicemail for Mr. Wohl. Informed him we had found another tract of

).55 acres for him and to please call me back 12:17 pm TX time. JC



08N05W106680 Alan R & Glenda D Grace
1755 Killebrew Dr., Payette, 10

83661
1.58

8-10-16. Mailed lease packet.

9-13-16. Slopped by and saw there was a no trespassing sign at driveway. Will keep

driving by to see if I can catch them at home. MWC. No telephone number listed in

phone book.

10-1-16. (Saturday) Drove by and saw there was no one home. Could not knock on

door due to Private property/ No Trespassing sign posted. Left business card on fence

near entrance. MWC

10-4-16. Drove by again and tried to see if a car was in driveway. Did not see that

there was anyone at home. Did not knock on door due to Private property/ No

Trespassing sign posted. MWC

11-15-16.1:15 and 2:20. Drove by again and tried to see if a car was in driveway. Saw

dark gold colored SUV parked near house. Did not knock on door due to Private

property/No Trespassing sign posted. MWC

4-4-19. Lease offer package sent Certified Mail Receipt #7018-2290-0001-1721-6199.

BJB

08N05W107040 Karen Oilman 8970 Hurd Lane, Payette, ID 83661 0.34

8-10-16. Mailed lease packet.

10-1-16. Saturday. Drove by, knocked on door. Apparently no one home. MWC

10-4-16. Saw her and what appeared to be her husband pull in driveway in the

evening and saw her go into house. I pulled In front of house knocked on front door

and waited. Knocked again, but no one answered door. No telephone number posted

in phonebook. MWC

11-15-16. Knocked on door and rand doorbell at 1:15 - no answer. Left card between

glass door and front door. MWC

4-4-19. Lease offer package sent Certified Mail Receipt #7018-1830-0001-5708-8799.

BJB
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AM Idaho, LLC

16600 Park Row

Houston, Texas 77084

,2019

[NAME AND ADDRESS]

Re: PAID-UP OIL AND GAS LEASE PROPOSAL

GROSS ACRES, NET ACRES
TAX PARCEL #:

PAYETTE COUNTY, IDAHO

Dear

AM Idaho, LLC desires to reach an agreement with you and lease the mineral rights of
, with the intention to develop them within a gas or oil unit.

The offer provides for the following terms:

•  5 year primary term

•  SIOO.OO per net mineral acre (one-time signing bonus payable by a check in the amount of

$  )
•  1/8 royalty on marketable gas and oil for the life of the well

•  Option to extend the primary term for 5 years at SIOO.OO per net mineral acre

Note: This offer is contingent upon the approval of title and a lease form bv both parties.

Upon your acceptance, please execute the subject Memorandum and Lease, in the presence of a Notary Public,
who should sign, date and seal the acknowledgment. Please keep the "COPY" for your records and return, via
the enclosed stamp envelope, the Original Executed Memorandum. Oil and Gas Lease and the W-9 Form,

to me. Upon approval of all we will mail the signing bonus. Please allow 14 to 21 business days for receipt of
said bonus.

Should you have any questions and/or would care to discuss any details of this offer, please do not hesitate to
contact me at (903) 780-1202 or Charlesb@TIELandLLC.com.

Respectfully Submitted,

Charles R. Brawner

Independent Petroleum Landman
On behalfofTIE Land, LLC

17521 US HIGHWAY 69 S, Suite 200, TYLER, TEXAS 75703
OFFICE: (903) 730-6161

WWW.T1ELANDLLC.COM

This offer expires 45 days from the date hereof
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