
From: Sarah Hudson
To: Kourtney Romine; Mick Thomas; hearing.officer@ag.idaho.gov
Cc: Michael Christian; James Thum; kristina.fugate@ag.idaho.gov; External - Joy M. Vega; james@idunionlaw.com;

molly@idunionlaw.com; edinst@tds.net; steve.rapanos@trendwellenergy.com; sherrygordon5@gmail.com;
mc@fmtc.com; bushmurphy@hotmail.com; mlp@leader-picone.com

Subject: Docket No. CC-2020-OGR-01-003
Date: Thursday, March 04, 2021 01:13:58 PM
Attachments: 20210304.SROG Witness and Exhibit Disclosure.pdf

Hello Ms. Romine,

Attached please find a filing for Docket No. CC-2020-OGR-01-003 from
Michael Christian. If you have any issues opening it or questions,
please feel free to contact us.

Thank you,
Sarah Hudson
Legal Assistant

101 S. Capitol Blvd., Suite 930
Boise, ID 83702 p. 208. 473.7009 | f. 208.473.7661 | e. sarah@smithmalek.com

--

This e-mail, and any attachments thereto, is intended only for use by the
addressee(s) named herein and may contain legally privileged and/or
confidential information. If you are not the intended recipient of this
e-mail, you are hereby notified that any dissemination, distribution or
copying of this e-mail, and any attachments thereto, is strictly
prohibited. If you have received this e-mail in error, please notify me by
replying to this message and permanently delete the original and any copy
of this e-mail and any printout thereof.

For additional information about
Smith + Malek, PLLC, including a list of attorneys, please see our website
at www.smithmalek.com <http://www.smithmalek.com>.**
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MICHAEL R. CHRISTIAN, ISB #4311 


SMITH + MALEK, PLLC 


101 S. Capitol Boulevard, Suite 930 


Boise, ID 83702 


P.        (208) 473-7009 


F.        (208) 473-7661 


E:        mike@smithmalek.com 


 


Attorney for Snake River Oil and Gas, LLC  


 


 


BEFORE THE OIL AND GAS CONSERVATION COMMISSION 


STATE OF IDAHO 


 


 


In the Matter Of: 


 


Determining whether the integration order in   


Docket No. CC-2016-OGR-01-001 applies to 


the proposed Barlow #2-14 well 


 


  


  


) 


) 


) 


) 


) 


) 


) 


 


Docket No. CC-2020-OGR-01-003 


 


 


 


WITNESS AND EXHIBIT DISCLOSURE OF SNAKE RIVER OIL AND GAS, LLC 


 


Snake River Oil and Gas, LLC discloses the following witnesses and exhibits that 


it may utilize for the hearing of this matter on March 9, 2021: 


1.  Witnesses: Richard Brown 


Chris Weiser 


2.  Exhibit: The May 18, 2016 Application for Integration and supporting materials, 


which can be found at https://ogcc.idaho.gov/wp-content/uploads/sites/3/1.-


20160518_ApplicationforIntegration-001.pdf.   Additionally, a copy of the exhibit is 


attached hereto and labeled “SROG Ex. A.” 


 



mailto:mike@smithmalek.com

https://ogcc.idaho.gov/wp-content/uploads/sites/3/1.-20160518_ApplicationforIntegration-001.pdf

https://ogcc.idaho.gov/wp-content/uploads/sites/3/1.-20160518_ApplicationforIntegration-001.pdf
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Snake River Oil and Gas, LLC reserves the right to call any witness and use any 


exhibit disclosed by any other party, to use demonstrative exhibits, and to supplement this 


disclosure in advance of the hearing. 


Dated this 4th day of March, 2021. 


 


     SMITH+MALEK PLLC 


 


 
_______________________________________ 


Michael Christian  


Attorney for Snake River Oil and Gas, LLC 


 


 


 


CERTIFICATE OF SERVICE 


 


 I HEREBY CERTIFY that on this 4th day of March, 2021, I caused to be served a true 


and correct copy of the foregoing by the method indicated below, and addressed as follows: 


 


Mick Thomas 


Idaho Oil & Gas Conservation Commission  


300 N. 6th St., Ste. 103     via email 


Boise, ID 83720 


Email: mthomas@idl.idaho.gov  


kromine@idl.idaho.gov 


  


James Thum 


Idaho Department of Lands  


300 N. 6th Street, Ste. 103  


Boise, ID 83720-0050      via email 


Email: jthum@idl.idaho.gov  


 


Kristina Fugate 


Joy Vega 


Attorneys for Idaho Dept. of Lands 


 P.O. Box 83720 


Boise, ID 83720      via email 


Email: kristina.fugate@ag.idaho.gov  


joy.vega@ag.idaho.gov  



mailto:mthomas@idl.idaho.gov

mailto:kromine@idl.idaho.gov

mailto:jthum@idl.idaho.gov

mailto:kristina.fugate@ag.idaho.gov
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James Piotrowski 


Piotrowski Durand, PLLC  


Attorneys for Citizens Allied  


P.O. Box 2864       via email 


Boise, ID 83701 


Email: james@idunionlaw.com  


molly@idunionlaw.com 


  


Chuck Broscious Environmental Defense Institute  


P.O. Box 220 


Troy, ID 83871      via email 


Email: edinst@tds.net 


  


Steve Rapanos 


Trendwell Energy Corporation 


VP - Land & Business Development 


P.O. Box 560       via email 


Rockford, MI 49341 


Main: 616-866-5024 


Email: steve.rapanos@trendwellenergy.com  


Sherry Gordon 


P.O. Box 1091       via email 


Emmett, ID 83617 


Email: sherrygordon5@gmail.com 


Leonard McCurdy  


P.O. Box 384  


Fruitland, ID 83619       via email 


Email: mc@fmtc.com  


Irene Shaver 


2410 NE 16th St. 


P.O. Box 310       via email 


Fruitland, ID 83619 


Email: bushmurphy@hotmail.com  
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mailto:sherrygordon5@gmail.com

mailto:mc@fmtc.com

mailto:bushmurphy@hotmail.com





____________________________________________________________ 


WITNESS AND EXHIBIT DISCLOSURE OF 


SNAKE RIVER OIL AND GAS, LLC - Page 4 


 


 


Mr. Malcolm Leader-Picone 


Leader-Picone & Young, LLP 


1970 Broadway, Ste 1030     via email    


Oakland, CA 94612 


Attorney for Fallon Enterprises, Inc.  


Email: mlp@leader-picone.com  


 


 


      __/s/ Sarah Hudson /s/____ 


      SARAH HUDSON 



mailto:mlp@leader-picone.com
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CRAIG MARCUS MARCUS, CHRISTIAN, HARDEE & DAVIES, LLP sBARRY MARCUS c LJfr I


THE MARCUS LAW BUILDING TELEPHONE
MICHAEL CHRISTIAN


TRENT MARCUS 737 NORTH 7TH STREET (2DB) 342-3563


DANIEL R HARDEE BOISE, IDAHO 83702-5595 TELEFAX


(206) 342-2170
BO DAVIES


GREG K. HARDEE


AIso Adm1ted to the California Stale Bar


May 18, 2016


Tom Schultz, Director
Idaho Department of Lands
do Kourtney Romine
300 N. 6111 Street, Suite 103
Boise, ID 83702


Re: Application of Application of AM Idaho, LLC and Alta Mesa
Services, LP for integration of unleased mineral interest owners in the
proposed unit consisting all of Section 14, Township 8 North, Range 5
West, Boise Meridian, Payette County, Idaho


IOGCC Docket No: CC-2016-OGR-O1-OO1


Dear Director Schultz:


Pursuant to Idaho Code §47-322 and §47-324, AM Idaho, LLC, and Alta Mesa Services,
LP, (collectively, “Applicant”), hereby apply for an order integrating the drilling unit consisting
of Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County, as more
particularly described below.


1. Name and address of the applicant (Idaho Code 47-322(dXfl):


AM Idaho, LLC
250 Bobwhite Ct., Suite 350
Boise, ID 83706


Alta Mesa Services, LP
15021 Katy Freeway, Suite 400
Houston, TX 77094


2. Description of the spacing unit to be integrated (Idaho Code 47-322(dXii)):


Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County. A plat of the
subject spacing unit is attached here to as Exhibit A.


0 R I 0! N AL
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3. Geologic statement concerning the likely presence of hydrocarbons (Idaho Code
47-322(d)(iii):


The proposed well in Section 14 is a wildcat test targeting presumed sands in the Idaho Group.
It is located in the northwestern part of the Western Snake River Plain (WSRP). a late Miocene
aged intra-cratonic nfl basin. The basin is lightly explored, however numerous exploratory tests
and shallow water wells have shows of natural gas.


The target reservoir sections are fluvial and lacustrine sands within the Poison Creek and Chalk
Hills formations of the Idaho Group. These formations are the early sediments deposited in the
WSRP as it began its dovnwarping and faulting. Potential top seal could be provided by
claystones and tuffaceous silts of the overlying Glenn’s Ferry formation. These sediments
represent later, deeper water lacusfrmne facies, deposited as the basin subsidence continued.
Potential source rocks are dark gray carbonaceous shales and coals found in some of the deeper
area wells (Chevron James #1, Champlin Deer Flat #11-19, etc.).


Local well control suggests significant variability of porosity, permeability and sand thickness in
the target section. The Bridge May #1-13 well (1.75 miles ENE) was drilled to 6512’ and
plugged and abandoned as a dry hole. 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 1 8—24%. All of these sands were wet with none tested, and the
well was plugged and abandoned.


2.25 miles west of this prospect, Ore-Ida Foods drilled a geothermal test to 10,024’. The
objective section in this well is dominated by gray claystone and siltstone, with subordinate
amounts of sandstone.


The prospect is targeting an upthrown fault trap defined by seismic data. The top of the
prospective section is expected to be approximately 3400’ TVD. The extent of the pool (if any)
is unknown as this is a true wildcat test.


4. Statement that the proposed drill site is leased (Idaho Code 47-322(d)(iv)):


The planned drill site is on Tract 42 identified on Exhibit A, which tract is leased from Brad and
Angela Barlow.


5. Statement of proposed operations for the spacing unit, including the name and
address for the proposed operator (Idaho Code 47-322-(d(v)’:


Alta Mesa Services, LP C’Alta Mesa”) intends to drill an exploratory well in Section 14,
Township 8 North, Range 5 West, Payette County. At the present time no recent well control
data is available in the immediate area. The well is being drilled to explore for natural gas.


Because of the wildcat nature of the proposed activity, the subsequent operations are unknown at
this time. A gathering pipeline and processing facilities have been constructed in the area and
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could be utilized to produce the proposed well should the well prove to be productive. Should a
productive well be developed, it is anticipated that operations may be similar to the operations
found at the previously drilled and compLeted wells in the LittLe Willow area, such as the 1-3,2-
2, 1-34, and 1-9. There may be limited surface equipment at the well location, with the well
connected via gathering lines to the processing facility at Highway 30 or a similar facility to be
constructed in the future if production from the area supports such development.


Operations will be conducted in compliance with IDAPA 20.07.02. Once the well is drilled,
Alta Mesa will submit well logs and a completion report as required by IDAPA 20.07.02.340 and
.341. Should the well prove productive, 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 Alta Mesa Services. L.P.. 15021 Katy Freeway. Suite 400, Houston. TX
77094, will be the operator of the unit.


6. Proposed joint operating agreement and proposed lease form (Idaho Code S47-
322(dXvi):


A form of proposed joint operating agreement is attached hereto as Exhibit B. A proposed form
of lease is attached hereto as Exhibit C.


7. List of all uncommitted owners in the spacing unit to be integrated under the
application, including names and addresses (Idaho Code 47-322(d)(vii)):


A list of uncommitted owners to be integrated and their last known addresses, keyed by tract
number to the plat attached as Exhibit A, is as follows:


Tract 4:
Edward Eugene Altizer
2267 Killebrew Drive
Payette, ID 83661


Mary Darleen Altizer
2496 SW 2nd Ave.
Ontario, OR 97914


Unknown heirs of Ethel Darleen Altizer
Address unknown
1.64 acres


Tract 86:
Robert and Sue Bixby
2133 Maple Ct
Fruitland, ID 83619
0.47 acres
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Tract 45:
Bruce W. Burrup, Life Tenant
Bruce W. Burrup Trust
2260 NE 161 St
Fruitland, ID 83618
1.52 acres


Tract 72:
Shane W. and Timbra D. Burrup
2142 NE l6 Street
Fruitland, ID 83619
0.67 acres


Tract 56:
F. Warren and Margaret C. Camefix Family Trust U/T/A February 26 1991
Kathryn Camefix-Parkes Trustee
2292 NE 16h11 Street
Fruitland, ID 83619
4.60 acres


Tract 33:
Darrell A. and Deanna M. Can
8148 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres


Tract 36:
Patricia J. Daniels
2247 Killebrew Dr.
Payette, ID 83661
1.81 acres


Tract 30:
Harvey D. Easton
8172 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres


Tract 14:
The Frandonson Family Trust
Frazier C. and Donna D. Peterson, Trustees
2075 Killebrew Drive
Payette, ID 83661
4.43 acres


Tract 3 1:
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John W. Graversen
8164 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres


Tract 50:
David S. and Melissa K. Graves
1703 W. Idaho Ave.
Ontario, OR 97914
1.00 acres


Tract 99:
Eustolia E. Harrison
8028 N. Pennsylvania Ave.
Fruitland, ID 83619
1.35 acres


Tracts 1. 8:
Louis M. and Joann Higby
2403 Killebrew Dr.
Payette, ID 83661
38.78 net acres


Tract 69:
Kevin F. and Michelle L. Husfloen
8020 N. Pennsylvania Ave.
Fruitland, ID 83619
0.87 acre


Tract 73:
Martina Janriillo Revocable Living Trust
Martina Jararnillo, Trustee
2136 NE 16” St.
Fruitland, ID 83619
0.55 acre


Tract 77:
David and Glenda Lockner
2141 Locust Way
Fruitland, ID 83619
0.58 acre


Tract 47:
Roy N. and Debbie Long
203 NE I 6th Ave
Fruitland, ID 83619
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1.44 acres


Tract 8:
Unknown heirs of W.A. Maule
Unknown heirs of Ruth Murphy
Unknown heirs of Fannie Barton
Unknown heirs of N.D. Maule
Unknown heirs of R.D. Maule
Unknown heirs of LeRoy Maule
Address unknown
20.00 acres


Tract 76:
Dana and Lupe McKee
2131 Locust Way
Fruitland, ID 83619
0.43 acre


Tract 60:
Natalie Sue Mio
1604 N. Pennsylvania Ave.
Fruitland, ID 83619
0.55 acre


Tract 57:
James R. and Jan M. Mitchell
101 NE 16111 St.
Fruitland, ID 83619
0.60 acre


Tract 95:
Kim and Joyce E. Nichols
8135 Estates Blvd
Fruitland, ID 83619
3.82 acres


Tract 22:
Kevin and Lisa O’Neil
3705 Elmore Road
Parma, ID 83660
6.05 acres


Tract 71:
Melvin and Tern Person Family Trust
2146 NE l&h St.
Fruitland, ID 83619
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0.65 acre


Tract 28:
Scott R. and Sarah E. Pierce
8188 N. Pennsylvania Ave.
Fruitland, ID 83619
0.57 acre


Tract 81:
Cody and Alicia Gardner
(purchased from Chad and Lisa Roberts)
2144 Locust Way
Fruitland, ID 8369
0.65 acre


Tracts 39.41:
Unknown heirs of Andrew Paul Sapp
260 Nashua Road
North Billerica, MA 01862 (last known address of record title holder)


Unknown heirs of Everett Gustafson
Address unknown


Unknown heirs of Evelyn Gustafson Blom
Address unknown


12.75 acres


Tract 96:
Kenneth Schappert and Katie Fox
8077 Estates Blvd
Fruitland, ID 83619
5.23 acres


Tract 43:
Ronald D. and Kathleen S. Scotto
2234 NE 1&” St.
Fruitland, ID 83619
1.00 acres


Tract 62:
Luke A. and Brynna Smith
2132 Maple Ct.
Fruitland, ID 83619
0.75 acres
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Tract 29:
Russell and Lisa Spotswood
8180 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres


Tract 87:
Vaughn Family Trust
Larry J. and Mary Ann Vaughn, Trustees
4997 Eagle View Ct.
FruitLand, ID 83619
0.65 acres


Tract 85:
Unknown heirs of Jeanette Villeggiante
Address uknovn
0.195 net acres


Tract 98:
Unknown heirs of Carol Uehlin
1840 Uehlin Drive
Payette, ID 83661 (last known address of record title holder)
0.45 acres


Tract 54:
Jesse T. Wetzel
2280 NE 16th St.
Fruitland, ID 83619
0.94 acres


8. Affidavit indicating at least fifty-five percent (55%) of the mineral interest interest
acres in the spacing unit support the integration application by leasing or
participating as working interest ownera (Idaho Code S 47-322(dXviii):


A landman’s affidavit attesting to the fact that more than 55% of the mineral interest acres in the
subject spacing unit have been leased is attached here to as Exhibit D.


9. An affidavit statinu the highest bonus paid to a leased owner in the spacing unit
prior to filing the inteQration application (Idaho Code 547-322(d)(ix)):


The landman’s affidavit attached as Exhibit D 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 (60) days to inform
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uncommitted owners of the applicant’s intention to develop the mineral resources in
the proposed spacing unit and desire to reach an agreement with uncommitted
owners in the proposed spacing 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 by certified U.S. mail sent to an owner’s last known address. If an
owner is unknown or cannot be found. the applicant must publish a legal notice of
its intention to develop and request that the owner contact the applicant in a
newspaper in the county where the proposed spacing unit is located (Idaho Code
47-322(d(x’:


A resume of efforts is attached hereto as Exhibit E. Copies of certified mailing receipts for
owners who could be found are attached hereto as Exhibit F. Affidavits of publication of legal
notice for owliers who could not be found are attached hereto as Exhibit G. Record title for
mineral rights in several tracts remains in the name of persons believed or known to be deceased,
as reflected in Exhibit A and in item 7, above. While AM Idaho has taken protective leases from
potential heirs for some tracts, for each of the record title holders listed in the published notices
reflected in Exhibit G, no probate proceeding or decree could be found establishing ownership in
persons other than the record title holders. Applicant published legal notice of its intent to
develop, directed to the unknown heirs or successors of each of those record title holders.


11. Proposed terms of integration (Idaho Code 47-322(c)ft)-(v):


Applicant requests that the Department set this matter for public hearing and, after same, the
Director issue his Order that Section 14, Township 8 North, Range 5 West, Boise Meridian,
Payette County, be integrated and the currently uncommitted mineral interest owners be
provided with the foLlowing alternatives:


(i) 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.


(ii) 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 (3 00%) of the nonconsenting working interest
owner’s share of the cost of drilling and operating the well under the terms set forth in
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the integration order. Afier 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.


(iii) 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.


(iv) Objector. If an owner objects to any participation or involvement of any kind in the
unit, such owner may elect to be an objector. An objecting 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. Provided however, an objecting owner may
elect to have any funds to which he would otherwise be entitled transferred to the
STEM action center.


(v) 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 acre as the operator originally paid to other owner in the
spacing unit prior to the issuance of the integration order.


The uncommitted mineral owners identified in this Application should be required to elect
within fifteen (15) days after issuance of the Director’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 1/81h (deemed leased option).


Applicant requests that the resulting Order of the Director be made applicable to any unknown
spouse, heir. devisee, personal representative, successor or assign of all parties subject to the
Order.
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Very truly yours,


MARCUS, CHRISTIAN, HARDEE & DAVIES, LLP


Michael Christian


MC:
Attachments
cc: David Pepper, AM Idaho, LLC
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A.A.P.L. FORM 610- 1989


MODEL FORM OPERATING AGREEMENT


OPERATING AGREEMENT


DATED


the Effective Date


OPERATOR AM IDAHO, LLC


CONTRACT AREA VILLOW HAMILTON


I COUNTYOR11AR48Ne1L PAYEflE .S’FATEOF IDAHO


COPYRIGHT 89
— ALL RIGHTS RESERVED


AMERICAN ASSOCIATION OF PETROLEUM


LANDMEN, 4100 FOSSIL CREEK BLVD


FORT WORTH, TEXAS, 76137, APPROVED FORKI


AAPL NO oIO—IOB’3
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A.A.P.L, FORM 610- MODEL FORM OPERATING AGREEMENT - 1989


TABLE OF CONTENTS


fl
I. DEFINITIONS I


II. EXIITIII’[S I
III. INTERESTS OF PARTIES 2


A OIL ANDGAS INTERESTS 2
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION 2
C SUBSEQUENTLY CREATED INTERESTS 2


IV. TITLES 2
A TITLE EXAMINATION 2
B LOSS OR r.ILURE or TflLD 3


I. Failure ofTith 3
2. Le by Nan Payment or Euoneous Payment of,mounI Due 3
3.O1heAllLosses 3


CudngTille 3
V.OI’ERATOR 4


A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR 4
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR 4


I. Resignation or Removal of Operator 4
2. Selection of Successor Operator 3
3 EffectofBankruptcy 4


C. EMPLOYEES ANDCONTRACTORS 4
D. RIGHTSANDDIHIESOFOPERATOR 4


I. Competitive Rates and Use ofAfflliates 4
2. Discltarge ofioint Account Obligations 4
3. Protection from Liens 1
4. Custody of Funds 5
5. Access to Contract Area and Records 5
6 Filing and Furnishing Governmental Reports 5
7. Drilling and Testing Operations 5
8, Cost Estimates 5
9. Insurance 5


VI. DRILLING AND DEVElOPMENT 5
A. INITIAL WELL’ 5
B. SUBSEQUENT OPERATIONS’ 5


I. Proposed Operations
2. Operations by Less Than All Parties 6
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I OI’ERATING AGREEMENT


2 I llttS AGREEMUNT, entered into by and between AM 111.010, I.C.C


3 hereinafter designated and referred to as ‘Operator.’ and the signatony party or panics other than Operator, sometitnea


4 hereinafter referred to individually an ‘Non’Operanor,’ and collectively as ‘Non-Operators


5 WITNESSETII:


WI I ERCAS the patina to ahi, agreement are ossitens of Oil atd Gas Leases and/or Oil and Gas Interest, in the land
7 identified in INhibit ‘A: and the panic, hereto have reached an agrenment to explore and de’.rdop these Leases and br Oil


8 and Gas tnteretas foe the prodtaction ofOil and Gas to hr e,nnnt and an hereinsftre provided,


9 SOW, ThEREFORE, it is sereod as follows


tO ARTICLE I.


DEFINITIONS


2 As used in thin agrnemetta, the following words and terms shalt hneihe mnsninga here ancribed no them


3 A The tent ‘AFt’ shall mean an Authority for Enpendirure prepared by a pany to chit agre’’ . for the purpose of


4 estimating the costs to be incurred in conducting m, operation hermindet
-. capabte of producing


5 B The term ‘Completion or Complete shalt m esnastngle operas, on ,ntended to complete a well I —- a


16 and Gas in rate or more Zones, including, bun non limited no. the setting of production canton, penfn.’ating, well stimulation


I 7 md pnssiactoen test inn crmduptrd is mach operation For Inorizonlal ssetbar,a, I tie arm “Camptelion” thaN alto mean nnnt li-stame
Ii seanonla I rraeaortnn operiltos’.


C Thn aetna ‘Concaci Area’ ahall mean all of the lands. Oil and Gun Leases satlor Oil tad Gas L,teresls intended to be


developed and operated for Oil end Gas purposes under this agteement Such lands, Oil and Gas Loses and Oit and Gas
tntnemts are deacnibnd in Eshihit ‘A -


B The term ‘Deepest’ chat Incas i nin&e operation ahereby a well in drilled to an objective Zone below the deepeot


Zone in which ±q well waq pep.iesialv drilled. or hdw die Deepest Zone pnopaqed in the associated AFF_r4,.h. et lb.
23 For haeassnlal aselhisorn, lie term, “Deepen a hell alto mean ata opceso’saa asl,erehyaaell is drilled to an ol.lecllsc


macsnare d alrpl It nrtaler a Itsia abe Inesatire tI depth in liar Itrrstosl, d rilIrd ascii or praps,ed A I’ F,.
24 les*w I


25 0 The terms ‘Drilling Party’ and ‘Consenting ‘any’ shall mean a pany who agrens to join in and pay its share of the


26 coil ofasy openhioa conducted under nlte proviaioni of Ihi sagteement.


27 F The term ‘Drilling Unit’ shall mean the area fined for the dailliag of one welt by order or nate of any state or federal


21 body having authority If a Drilling Unit is not freed by any sac h erie or order, a Drilling Unit ahall be the drilling unit as


29 entablinhed by the pattern of drilling in the Contract Area unless fin rd by esprean agreement of the Drilling Psntiea.


30 G. The lent ‘Ddllsite’ shall mean the Oil and Gas Lease on Oil and Gas Interest on which a proposed well is to be


31 localed


32 II The term ‘Initial Well” ohall mean the well required lobe drilled by the panics hereto as pmvided in Article Vt. A.


33 I. Tlts term ‘Non-Consent Well’ ahall mean a welt in which lean than all panics have conducted an operation as


34 provided in Article Vt B 2


35 1 The norma ‘Not-Drilling rally’ tad ‘Non-Consenting Party’ shall mean a patty who elects not to participate in a


36 proposed operation


37 K The tens ‘Oil and Gas” shall moan oil, gao, cosinghcad gsa, gas condensate, and/or all other liquid on gaseous


38 h drocarboas and other marketable substances produced atlerewiah. ualoat an inteat to limit the inclusiveness of atti s term is


39 specifically staled.


40 1.. The term ‘Oil and Gas Interests’ or ‘lnteresta’ ahall mean ualeaaed fee tad mineral interests is Oil and Gas in tracla
41 ofland lying within the Contract Area which are owutad by parties to Ihis agreement


42 St The teems ‘Oil erqd Gas Lease, ‘‘Lease’ pnd’Leasehold’ attntl meso the oil and gal teases, oil pnd nan. tale options.
‘pratt stun, aetapale aptlons,,aetamlc pcrpn ta, lee mineral oteresla or oilier macrem, in Ott, gsa and stitier otainteralal prpnded It oweve


43 (Itt ter,tt almal I not ti ci ttdn ott a ad cat Internals as defined abort. I ad as la,,,,., an I atenaatu h, ma


44 covering teach of land lying within lie Contract Area which, are owned by the panten to thin ugreemeal


45 N The term ‘Plug Back’ ahall mean a siogle operation whereby a deepen Zoae it abandoned in order to attempt a


46 Completion in a shallower Zone


47 0 The term ‘Recompleaioa’ or ‘Recomplene’ shall mean an openabon whereby a Completion in one Zone is abandoned


48 in order to aoempt a Completion inc d.fIerent Zonn ssithin thn et:sling wollsore


39 P The term ‘Re’,vmie’ thall mean an opentirm conducted in the welihore of a welt after it is Crattplened to secure.


Sotestone, or improve production in a Zone sshich is currently open no poeduction in the wollborn Such operations include, but


SI ate not limited to, welt stimulation operationa hut exclude a ny routine repair or meNlo ance work or drilling, Sidetracking.


52 Deepening, Completing, Eec apimine, or Plugging Back ofa well


53 Q The aeon ‘Sidetrack’ s hell mean the dcrect,oaal control and intentional deviation of a well fmm verttcal so as no
54 chsnge the hottest hole location unlesa done to straighten the hole on drill around ;unk in the hole to overcome other


55 ntechan:cal dtfficulr en; and far horiasslal 5. eltlsorea, a a operation by ss bkt a later, I as cit It are is drilled sit 51 lIte t,ariuonta
wtItb,re.


56
R The tent “Zoae’ thall mean a toatum of earth containing or thouohn to coatain a coanmos accumulation of Oil and


57 —


Gas sepaaflely producible frmtt any onher common accumulation of Oil and Gsa


Unlms the context oahrmsiao cleanly indicates, word 5 used is’,he sasgular include the plural, the won] peraos’ includes


natural and amficial persona, I’m plural includes the sinotalar. and any gender incladea the msaculiae, feminine, and neater
6


ARTICLE It.


ENIIIHITS


The following exhibits. ta indicated belowaad aatschnd hereto, are incorporated to and made a pan hereof


I n A Eshihit ‘A,’ ahal include die folossing infonnatton
64


65
II) Dnscn pat on of lands sub5eca to thta agreement.


66
12) Restrictions, ifnny. as to depths, formations. on suboaaaces.


67
(3) Panien to agreement with addresses end telephone numbers for notice putyosen,


68
(4) Percentages or fractional interests of panics to this agreement,


69
(5) Oil and Gaa Leanoa and/or Oil and Gas tnlerest, subyect to this ogroemana,


70
(6) Burdens on production


7
,_L,. B Eahibit ‘B,’ F ofL,.... leettorling Ret1ttt’reincnls


I ......s_...., C Eahibit ‘C.’ Accounting Procedure.


I 5 D Eahibit ‘D,’ Insurance.


—a— H. INhibit ‘E,’ Gao Balascing Agreemeat


F Eahibit ‘F.’ Non-Discrimination and Certification ofNon.Scgrngsted Facilities.
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I If any provision of any exhibit, except Exhibit, ‘E,’ and •f’4adcG,’ is inconasisnent with any provision contained in


2 the body of thin agreement, the provisions in the body of his agreement shall prevail


3 ARTIClE ill,


4 INTERESTS OF PARTIES


5 A. Oit and Cat Itateretti:


If any party ownn an Oil and Gas In crest in bc Contract Area, that In ls’rest shall be treated for all purposes of his
a pimnnitalty .rrcntaaaa, . -


7 agreement and dunng the term hereof no tf in were covered by I tanelorni nt oil and Gas Lease •rta:h_d h—np —_ Ech.b,t B,


a and the owner theneoftha3 be demned to ownt both royalty tnterest is such lent and the nnttrest of the rowe theresatrder


9 B. Interest. of Parties in Cot B and Produeiionr


to Ur2ma change-i by ocher proviaiono, ail costa nnd liabilities iecund in operations under this a reemena ahatl be home
and paid, and aD equipment and matesiala acquired in operations on the Contract Arm shot hr owned, by the parties as their


2 interestn are set forth in Exhibtt A’ In the same manner. the panics shalt also owni all production of Ott and Gas from he


3 Contract Ares subject. however, to the payment of royalties nrd other hardest on producton as described hereafter


14 Regarolesa of which party has contributed any Oit and Gas Leant or Ott and Gas tarerest on which royally or other


5 buedena may hr payable nnd except at otherwise evpreaaty provided is thin agreement, each party strait pay or deltver. or


16 cause to be paid or delivered, alt bnardenn on itt thaw of the production from the Contract Area up to. bun not in excess of,


7 I harden, on nrndwnion an net nut in Enhibit “A” and shall indemnify. defend and hold the ocher parties free from any liability therefor


Except an otherwi ne esp resaty provided in thin agreement, if as)- party has contributed hereto any Lease or Interest which ia


19 burdened with any royalty. ovanithng royalty. production payment or other burden on production in excess of the amounts


20 atipula:mt above, ouch party so boidesred shall anoume and alone bear alt such caress thliganieeta and shalt indemnify, defend


It and bold the other parties herto bonniest from any and all claims attributable to tech excess hordes tie-se-c, no iontg at


22 the Oriuing Unit for the productive Zove(s) is identical with she Contra:: Arc, each party shalt p-ny or deliver, or cause to


23 he paid or detisecml, alt burdens on pt’oducnior. fnom she Contract Area due uadev the tennis of the 0.1 end Gas Lease(s)


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


25 tiabitity therefnr
26 No party shall ever be responsible, on a price baais higher titan the price received by such party, to any other party’s


27 tensor or royalty owner, and if tuch other party’s leaaor or royalty owner should demand and receive nettlement os a higher


It price basis, tine party contributing the affected Lease stiall bear ttte additional royalty burden attributable to such higher price.


29 Nothing contained in thin Article Itt B ahati he deemed an oasignmenr or crots-asat’ gnmen 5 of in crests covered hereby.


30 and is she event two or more partien contribute to this agreement jointly owned Lesoes, the parties’ undivided interestu is


31 taid Leoarhotda ohati he deemed aepamse leasehold intereuto for the purposes of this agreement,


32 C’. Snmbaeqt.e.t Ity (‘rested In tercata’.


33 If any pnrty han costribuned hereto a Leone or tntereun that it burdened with an anoigsment of production given as security


34 for the payment of money, oe if, alice the date of this agreement, any party creates an overriding royalty, production


35 payment, net profits interest, assignment of production or other iturtlen payable out of productiou attributable to its w’orkieg


36 intereot hereunder, ouch tnurden ahalt be deemed a ‘Subsequently Created toterest Fnrtlter, if any psrty hnn contributed


37 hereto a Leose or Interest burdened with an overriding royalty, production payment, net prults interestn, or ottser burden


31 payable ous of production created prior to the date of this agreement, and such barden is not stiows on Exhihit ‘A,” ouch


39 burden alto shalt be deemed a Subsequently Created tolerest In the extent ouch burden cnuoea the burdens on ouch party’s


40 Lease or tenerest to exceed tine amount stipulated it Anicte lit B above,


4 t The party whone istereun in burdened wish the Subsequently Created Interest (tue flurdened Party’) ahatt anaume and


42 atone hear, psy and discharge the Subsequently Created Interest aad shall indemnify. defead and hold harmless site other


43 parties from and against any liability therefor Further, if the Burdened Party fails to pay, when due, inn uhare of espeoses


41 cttargeatnte hereunder, alt proviniona nf Anti etc Vtt B shall be enforceable against the Subsequently Created Interest it the


45 same manner an they are enforceable ngainst the working interest of the Burdened Party If the Burdened Itart y is requi red


46 usda thin agreement to aaaign or relisquiah so any other party. or parties, all or a portion of its working intereat and/or nbc


47 production attributable thereto, said other party. nr parties, shalt receive sand ssoignment and/or production feee and clear of


it said Subarqueanly Creaami Interest, and the Burdened Party ahalt indemrify’, defend and hold harmless said other party. or


49 parties, from any and all ctsima and dessa,,da for paymeen asuerned by osvnem of he Subsequently Created tn:eresn


50 ARTICLE IV.


St TITLES


52 A, Title Eatmi aaltan’.


53 Th:s examinslies ahatt be made on the Dritlaite of any proposed well prior no cmnmencennent of drilling operations and.


54 if a majority-in interest of the Drilling Partnes no request or Operator to etecia, title examination shall be made on the entire


55 Drilling Unit, or manimum anntdpaned Drilling Unit, of the welt The opinion wilt include the owntemhip of the working


56 ‘nnneeesn, m’nnerats, royalty, overriding royalty and production payments under the applicable Leases Eactn party contributing


57 Leaaeu nnor Oil and Gas tn:eresu to be inctaded is the Drittolte or DriLieg Unit, if approprinte, what furnish so Operator


58 alt abstracts (including federal mat atanua reportat. nh e opinions, tie papers and nurati’ e manennt in its possession free of


yq charge Alt such informnties non in the poasesaion of or made axailabie to Operator hr the pnr.ies. bus neceanory for the


(0 examir.anion of the title, shalt be chrained by Operator Operator shalt cause tn:te to be examined by artoiteys on its staff or


61 by outride attoineys Copies of .9 title opinions shalt be furnished to ench Britlieg Parts Costs moaned by Operator in


62 prorating ahotraco, fees paid asidde antoine>’, for tiete examination (including preliminary. aapplrmeenat, ahut’in royalty


63 opiniont and division order title opinionsl and other direct charges as pros’idd is Exhibit ‘C’ shaol be home by she Drilling


61 Parties is she proportion sissi the isteress of each Drilling Psrty bears to the total isteresx of sit Dntting Parties as such


65 interests appear in Eshihit ‘A — Operator shalt make so charge for sen’ices rendered hy ins tiaft astomeya or other pcraonnei
66 it the petformance of the above functions,


lot itt acts rtrerlt In - -


67 Cain air, 0 nera tsr shalt I S —‘‘‘r u.,,,b I — .ecun ng cum nyc matter and pool tog ameedm eons or agreements required in


6g I connection with Leaaen or Oil and Gas innerealt connributrd by ssteis—eaelt party Operator otnnll be reoposaible for the prrpuratiuu


69 and recording of pooling designationo or declarations and communitization agreements an welt as the conduct of hearings


70 before governmental agencien for the securing of spacing or pooling orders or any ottner ordera secesoary or appropriate to
71 the conduct of operntiona hereunder Thin shall non present any party from appearing on its own behalf at auctt hearings,


72 C sons incurred by Operator, including fees paid to outnide atnomeyn. which are ssaocianed with hearingu before governmental
73 agescies, and which costa are necensary and proper for the activini cx contemplated under thin agreement, shalt be direct
74 charges to thejoint account and ntsatt not be covered by the ndministrntnve overhead chargeo as provided in Exhibit “C
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I Operator shall make no charge for uerviceu rendered by its staff attorneys or oilier personnel in the performance of the above


2 functions


3 No welt shalt be drilled on the Contract Area until after It) I.e title Is the D.iLinn e. o.:llind Unist—if-eppoeptiMer1ies


4 b—.... an,in,,J t .b..vu p.r.’iJ.d, .nd (‘) the title has been approved b, tb_...,mns .11....,,, .,r till. ‘ - . and accepted by


5 I all-sinhe Operator Drilling Panicu is mobs II.


6 It. Los, or Failure ofTille:


7 I. Failure af Til’e tbnsid any Oil end Oat Tolerant or o:i end Civ Lest b_ le.t thro.vgh fellorsoPlifle,—wlsi.ls—ressalwin—e


8 J,.lie,efiel1f...th..ohO...r.bh;I’A,’the.any...4;tsd’:th.t,filv;Ln5lLs.oLpL.._,. t..ler....i


9


to fail.rn to aoqLre a new tears or other intkmcnt ..ud..g the ..ntiray of th.. litIe-Jeiloare—wltieh asguisili..,. :11 not be rub] eat


It ‘a hri—’— ‘itI.fl., e. f-ti..5 I— “a en, thie .....erl, ..r..nlislsoo, trail eoxtisL: in force au in all rennainiog o:t end Ca,.


2 Le,.o,..e.,dlnt.....te;nnd,


13 In) The ..fl, .. nd:n_d .. :th _...uihating the 0:1 and Cat L....e 0. 0th. nleITetIed—byt1nlitIt4ailssre—4iaeladittgr-4f


14


IS 00...l.......lhe.,th_.p._oiL...,d_.J.p .....r...1..s.,._I....h:..hil..eyhe’. p...i’oasly,.idoi....a,...d.hvtth,,.g


6 otatlh.no..d”itie.iIibi’ilyo..il,p..outolhe’h
..


ni _tesoesa-by. -“n..f..a,.htill.fjlt.re:


I 7 ))) There nI’sll be no rsboeetis’r adjuctonont of npntoan ineurred or r,. ex,._n reo2’. ed fee.., the n,,.. tie, of the


It L...L.L..,ts,hiehh...f.il.d,b..lth_ielantrofthnptrf,.laie,de,.C.hhit’.’:.hallha....ad.,.s,........0.


19 hetio,eonftho li..,oili..J,,l..,..ieJfi..Jl;th,ttitlef.21.....hao......I..sd,o.th..teh.,5L...n.,”lh ,.-‘,,,h,...t....,.,..


20 I..t.,..i:..alt..st..Jbsh.t:tiof,2l.,.,:llIh.....n,,,b.._d....d;tL.nuei ‘‘._h,th.a..,ou.,tefthnL.....,,.InL..jflt,,J;


21 (.) If the r,ttpehitrlt i,.t..,J of ho ash., ,.eni.. h__tn in eq prndaeie4 vaIl prarlettly drilled ot the Cottons


22 A.... i, i..ereaoai by reauen ef the title failure, he pony stho bees th. &ln i...jer.,d i.. -. ..‘ia,, ‘4th tga’x .11 ,.n.ifuinble


23 to di. Lraa., or Lt..est sA..h h.. f.iLd Jrfl r ye the .. . .“, ..ttbat.Ne to the increase in web inlereol (I_to 00010 and


24


25 ett.b i_hi to k rj1 C.. “. WI...


26 (d) Shruld any fernon tel a pan 0 the agroern,,ot. ho is detrmi..J Cob th nt.fe..y L_.n L,terest


27 ‘xhoh has fJkd. , ...y ....n.... ...y .0 .f th 1 S o. . lit,, ‘,. ,le,nnmn, or rquiprnent, rueb ‘mount ahell be pod


28 te4hee4y-e.peniae.wleebece4I,e ...1.. Itoh era no refunded;


29 (e)An,li..bII,toa........tloep._,.o 1e.’.rlytoIhia.e_ tfa,p.i ..d.a,...S03asdC...h_h......


30 hy...._’..oftitlafaila.,ohJlb_b....et,..Jl;by...hpan3CeJ_do0....L....._.ta m.._l.nsi’”ho...’.J


31 y.odtetion for v,hinh tt.h aesana..li..g in esguie.,d h” 0. th w’nt er_c” 0,.4urti ,...i._d. ._.d otth ..t.k pasty thou


32 n ....il;i..d,..,.ify,deL.4.dhrldhe.,.ieonJl..Ih..erti..h...t..f....n,.uehliabilit5ioageexoen;


33 (Q No oharbe nhall be ninde to the j.iet aoeno..’ tsr l_gt r’tTh C.,. tIe.:... in ..,.n.ed... ,;th the daLe. .f


34 the Leo,.. e. Int..sl .lei....d te-4see4ail.d, but if the perty ..,.LhJtte Loh L,,.... ,,. Lt,..,lt h.eto .leet, t.. defend ha ClUe


35 it thai b... oil ..p.n..... :.. ........ot:.. th :ih, ..d


36 Id)1T ..js..Myital’ dito.ChibitA’t..tL...oe,.trn,,.,.,.n,,hiio..timtodjJ,’..,,, hir.f
37 interest in the ‘ ellbore of ety “all er villa and di. prod.oetint th.,.efrnm. tush thy’, b,_,.o. ef i..’oreat i,, the ...,.ei.,d...


38 el th. Connel Ar,,. .helt b. e..,id.,,,d e reilur. of Tite-.es4s-.eeehnm.iai-nwsel—Ares..teMe..thse—.b.eon—.c4meceee


39 iereflee4edee’&ehil%t”°#’


40 Ir,I’,’2’r,,Pr,m .,lr, nr,, Pn’, fA,..’s..tra’. If.th.oagh,..itlaiva i5hi,en5 .,,,.tal,nh,thx dl


41 ey i..ims.,.I .o,tlty 0,,.,, nIty ..,.,.,,n, ., ..th.. 0.m_tI t...L, t, ...e:eL:, all o. r in. nf —. 03 .1 Cat


42 L.& o. i,.ler..ti, not p_id a. i. ...on....tly p i”, -t” a. a ..,ult L..v. e, 1.1_em leonqiteles, there thai be no monetary


43 hebede , ,b..i...t lie pony” Ito foiled to mafe ruth peyment. Usleto the par she failJ lo—mehe—4h—’ecqeieed—-peynwna


34 occur.,,. e to. L..s. a. I.,i.,,,,j oo.mi..g the ,.a...e it.. I ‘‘:lhi i...ly (°0) do,, f...,, lbs ,Cnos.ws of he failuro to met,


45 e”r’ p..’ t. .,h:ete-.e4oit;,.. .:t.t b. o..b.,ot to ,‘.hi.l. 1110, lb. ..t,.mls of th. eni., .j1.stj ...


46 .FJlb ..i d”.,a,.e..,..ah.,i,,off.cni’,..ueftit.d.ieefn..,Jratia.,aftheL,,_o.,. l,.t.,...lin.J..d. ‘‘h r”i’


47 vhofalloutomaLprnr.rp.ym.,nts.inolonseeb.eejiLdv.4lh in’ theC._,l...tA.o..,,.a...wotiafanenbip


48 of the L_.ae e L.l...et—wtsiali..Ieeo.aqminoled. If the pony ‘ho failed Is mtlie the eegair_d pa, e oh 9 .01 h’v h . f*Ity


49 raimbamed. nI the tim. of th. loss, trots tb. pm&..d. of he ..tle ‘f Oil .d C.., ,lr,buLblo to tho lax Laaae or [nimbi,


50 oel.,jl..t.d an .‘,.,.o b_al... C. the 3.. al,,,..,,.t e..d ,..,t:.. ..1n ,,.. . ..J, r..d a .....e .1 st_h L.,,,e ,. lnt,,...t,


SI i’’I’llkn.’mb..”fet. a’ deeeueIe..,Isp..,oaoly,_.iibyiel)oengtfa.iL.h...,,,ftb’ .‘t,,”.,,h’N


52 .._o.lt d.:Il.,d,. .‘.JI.previetdyabeedexed)frstnom..ehefth.,foIle.’,4ng..it...,o_no.ytne[f..t,...,bu.,,ori:


53 —4e3.PeeonadtefOiI.eed.Geo.predeeeal—p%on.ee.4.rminetios of the Lraae or bred, lear operating .,.p,.si.. e..d I,....e


54 burdent eha.5eebls h,..nandar em the grass ‘the failed is male pa,,m...l ‘coo,’, v.4 Is the ...dit .1 eke lou Lo._.e


55 L,t...J,e.ea..,_5eb.aia.upt,thoam..,ant.fu,....,.’,.J.,,t;


56 (h)P.,.....,d .f:i ‘Ca.,l e,,.,.ti.g


57 It .,e”.ty..i..,t,t5, l..ths.....Jnt.fun..,...,’..J....Atemib..Lbl.l,thmf,,h’ .1 .“C..,th.....fl.. r,.dtv._d...4
50 mackU essloding ,,eodaslio.. fm.. a,., “ lIt tb_sn.. dHlI.dI ‘‘Nnt, i.. the eho of .jio l..,...s .. L.eerest teomiection,


59 weeN—’be”ernihsotehle It the lest L..nt ,. L.l_esa ... to .ornge baum sod ,h:eh --- .,.sult of o.k e ..sa a. L.L,..t


60 I


61 is,,,o,,orti,,,.t,th1,,.,,.ci...i_,sjn..fl.ci.d..,.E.h:bi’A,.,d,


62 (ci “ny mmi — 5r to di. amount el o’,.gw 3 s_tn, tli,t n.y be di b5 as, c”tm ,&.:.... di e’,.


63 .ftho L...,,e Jr inierant lost, for ho rd’. ile0e ofpenieieiio, is ih_ Contract Area or b.oomi.,g ry to thin .g


64 3. Othet—AtI I essex All I olsen of Leases or macresin committed to this ngreemenl, other haul tho. net forth it .‘.nisU,.


65 IV 0. t - — d t’.’.O.2 abc ‘c, shall be joinl lottet and ohall be borne by all panics in proponion to their interests shown on


66 Exhibit “A.’ This shall include but not be limited to the Ions of any Lease or letereun through failure to develop or hecaune


67 expretl or implied covenants have not bees perfonaed (other than perfomnancewttich requires only the payment of mosey),


6t and the lost of any Leane by enpiration at the end of inn primary tent if it is not renewed or extended. TI crc s hail be no


69 resdjonnment ofintereuta is the remaining ponius ofthe Costracs Area on accost I of any joint loot.


70 1. Cud,.’ Till - L.1h.,’.,..lof..FoHU_.fTinl.u.,d., ,‘,niels lUSt. armless ef title usd.,e ‘slid. P/fl’.


71 Lasso ,r tot, art ae,.2..,d hy .,., c.hj h...lo (oth. then th. e.arny ssho,n itt., .1 h,,a f,il.4 .. vs l...t) dy,:..5 tha n..et
72 (5s)’ey.nip...lLJbyAniJaP,.fli.aad,’.nLLP;fl.2.ab dn5.ll.. ,.,ii’.,sftheinn...nnth.Iha.f.iL.d


73


74 o’t.II el trrl, is Aaah ,..,uiaiiimn.
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ARTICLE V.


2 OrERATOR


3 A. Designatisa and Reapansibililies or Operalort


4 I AM IAAIIO. ‘IC shall he the Operator of the Contract Area, and ‘hull conduct


5 and direct aad have full control of all operation’ on the Contract Area as pennitted and required by, and within the limits of


this agreement In its pednnnance of setwtcea hereunder for the Non-Operatora, Operator thou he an independent contractor


7 not tabjecs to the control or direction or the Noo’Opcratots escept as so the type of operation to be undenaker in acrordance


with the ejection procedures coctaited in thin agreement Operator shot: not be detstsed, or hold itself cut as, the agent of the


9 Non’Opemtsea with rathonty to bind them to any thltgation or liability situated or intoned by Operator as to any thir.!


to party operator shall conduct itt activities under thin agreerant as a reasonable pradent operator. in a good and ssorkmanlike


It manner, with due diligence and &spatds. in accordance with good soifleld practice, and in complianc: with applicabe I


2 regulation, but in no event shalt it have any liability an Operator to the other panics for looser sustained or ltnhilities moaned


I) escept such tn may result from gross negligence or xvi’ lot mi scondus


14 I B. Rntgt.tisa sr Rrinsval ofopeniar and Selection af Snccrtasn


IS I Resitotation or Removal of Operator; Operator may resi ga at any time by givin gwdtten notice thereof to Non.Opemtors


‘6 If Operator t. mates its legal enittence, no longer on.nn an tntmnt hereunder in the Contract Area. or is no longer capable of


I 7 nen’trg an Operator, Operator shall be deemed to have reaigred without any actioa by Non-Operators. encept the selection of a


It tuccmtoc Operator may be removed only for good cause by the affirma tise vote of Non-Operators owntng a majority interest


lv based on ownership an nhowtt on Exhibit •A’ remaining after eacluding the voting interest of Operator. such vote that, not be


20 deemed effective until a written notice han been delixered to the Operator by a Non-Operator derailing the alleged default and


2t Operator has failed to flare the default within thiny (301 4ay from ia pt of the rçr:ice if the 4efvalt concerns an
-


(ea.twe’.-indosatve o aturagaya tad Sstn ys and I ., federal Italadava
22 operatton then betng conducted. xs,thta fwxy’cgtt’. (dnt boo 1 0, ta recespa on the nottca For proposes hereal, goosl cauSe’ sIn


23 mean ron only gross oegtrgence or wilful mtscondact but also the material broth of or inabil;ry no meet the ntar.dards of


24 operation contained in Article V A or material failure or i nabil try to perform its obt tgatt ons under tIns agreement


25 Subject to Anicte VII 0 I., such resignation or removal shall not become effective until 700 o’clock AM on tire Orat


Oh day of ihe calendar month following the expiration of ninety (90) days after the giving of notice of retignation by Operator


27 or action by the Non-Operatort to remove Operator. unlessa successor Operator hat been selected and tunumet the duties of


Os Operator at an earlier date- Operator, after effective date of resignation or removal, shalt he bound by the terms hereof as


29 Nun-Operator A change of a cotporate name or structure of Operator or transfer of Operator’a interest to any oingtr


30 cubnidiaty, parent or nuccettor corporation shalt not he the baum for removal of Opetator


31 2- Selection of Successor Operator; Upon the resignatton or removal of Operator under any provision of thin agreement, a


32 successor Operator shalt be selected by she panics The oucceanor Operator ohatt be oetrcted from the panics owning nn


33 interest in hr Contract Area as the time such aucceunor Operator is Se leered Tb e successor Operator shalt be selected hy the


34 affirmative vote of two (2) or more pnniea 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 reaigned faila to vote or votes only to


36 succeed itself, ttte successor Operator shalt be selected by the affirmative vote of the pany or panics owning a majority


37 interent based on owaemhip an shown on Exhibit ‘A’ remaining after excluding the voting interest of the Operator titat was


3t removed or resigned - Ttte former Operator shat I promptly deliver to the soccetsor Operator all records and data relating to


39 the operations conducted by the former Operator to the extent such occordn and data a cc not already in tite possession of thr


30 aucceouor operator Any cost of obtainiog or copying the former Operator’s records and data shalt be charged to ttte joint


41 account.


42 J Effect of ttamknirtrv If Operator becomes insolvent, bankrupt or is ptaced in receivership, it shalt he deemed to have


43 resigned without any actiot by Noe’Operatora, except the selection of a nuccensor If a petition for relief under the federal


31 bankruptcy laws it med by or against Operator, and the removat of Operator is prevented by the federal bankruptcy coxtil, all


Is Non-Operatora and Operator shalt comprise an interim operating committee to serve until Operator ban elected to reject or


4 sassum e tttia agreement pursuant to the Dankmptcy Conic, and an election to reject hit agreement by Operator as a debtor in


47 poateanion, or by a truttee in bankruptcy, shall be deemed a resignation as Operator without any action by Not.Operatora,


35 except the selection rf a successor Daring hr period of time the operating committee controls operations, .t arttons uha3


the approval of rwn (21 or mere maim owning a majority interest based on ownership as thown on Eshibit ‘A - It


50 the even’, them are only Iwo to) parties to ttzn agreement, during the period of time the operating committee comiroip


St operations, a third party acceptable to Operator, Non.Otsemtor and the federal bankruptcy coon shall be selected as a


52 member of the operating committee, and all admit aha3 requite the approval of two 12) members of the operating


3:ommineessi’.houtregard for their interest in the Contract Area based on Exhibit ‘A -


54 C. Employees and Caninctnra:


55 The number of employees or contrac ton used by Operator in conductIng operations hereunder, th etr selection, and the


56 hours of tsbor and the compensation for services perfonned shalt be determined by Operstor, and all toch employees or


57 contractors shalt be the employees or contmctma ofOperator


58 D. Ritaaa and lauties orOpentsn


59 I Cm’nr e’i’ve Rates w’d Use of Affitistra Alt v-ella drilled on the Contract Ares shalt he drilled on a compctttivc
- tar 1smparabte rquapnent •nd pçraonnet , , -


64 contract bass en the usual rates pmvat.tng to the area’ If tt so deutres. Operator ma> employ Is ow-at toots end equtpment tt


Ut the drilling of welts, hut its chaises therefur shall not eareed the preva’.ting rates in the ares and the rate of soda charges


62 ahat be agreed upon by the parira in writing before daitting operastonn are commenced, and ouch work shalt be perfonned by


63 Operator ceder the some teoutsa and coodinierts as arc customary as.! usual in the area in contacts of indepesdent contractors


64 who ase doing work of a simtt an astute All weak performed or materials supplied by affiliates os relaxed panics of Operator


65 shalt be ped’onsed or supplied at competitive rates. pursuatt to written agterment, and is accordttrr , alt custom, and


66 ntandards prevailing in the industty


67 2 Oischarge_gLloitt .ccotIsl Oblirqliovs, Except as herein othenvi ne specifically provided, Operator shalt promptly pay


65 and ditcharge expenses incued is ttte development and oprrntiox of the Contract Area pursuant to this agreement and shalt


69 charge each of she paniea hereto with their reopective proponioaatr shares upon ks expense basis provided in Exhibit “C


70 Operator ahatt keep an accurate re cord of the joint account hereunder, showing expes set incurred end charges and credits


7t made and received


72 3 Prolecabon front Liens Operator shalt pay, or cause to be paid, an and when they become due std payahle, all accounts


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


71 roapect of the Contract Area or any operations fur the joint account Iheteof, and nltatt keep the Contract Ares free from


-4.
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liens and encumbrances resulting therefrom escrpt fur hose reuultin g from a bonn fl de dispute as to uewicra rendered or


2 material, supplied.


3 4 Cugodv of Funds Operator shall hold for the account of the Nonoperaturt any funds of the Non-Operators advanced


4 or paid to the Operator, either for the conduct of operuniona hereunder or as a resu It of the sale of production from the


5 C ontrac Arcs, and uuch funds shall remain the fonda of the Non-Operators on whoue account they are advanced or paid until


6 sated for their intended purpote or otherwise delivered to the Non-Opcratoru or applied toward ehe payment of debts an


7 pnovided in Article VII II Nerhinu :r this paragraph shall be construed to esaabtish a fiduciary reladonship beusveert Opetatur


B and Noot-Operatme fe. any p-orpouc other than to account for Non-Operator funds an hesda spedflca3v provided Nothing in


9 thin paragraph shalt roate the maintesance by Operator of nepanate accounin for the funds of Nan-Operators tnlenn the


ID pansies othensine apeeificstly tgree.


II 5 Accent no Contract Area sad Recrrdn Operator shall, en:ept as oohmvsise pro’ided herein, permit each Noe-Oprralor


12 or to daly au:hodeed representative, at the Non-Operators sote rink and cost full and free access at all reasonable times to


I) alt operations of every kind sod character being conducted for the joint aceouna on the Contract Area and to the records of


ons conducted thereon or production therefrom. ioctuding Operator’s books and records relating thereto Such access


IS ngh Cs shall e ot be eeercited in a manner inleri’ering with Operator’s conduct of an operttioo hereunder and shall 001 obligate


to Operator to fomish any geologic or geophysical data of an intwprcctve nature unlesa the cost of preparation of such
17 interpretive data was charged to the joint account Operator will furnish to each Non-Operator upon requent copies of any


It Lid alt reports and infonnason obtained by Operator in conr.ectron with production and related i:omn. acludiog. without


9 limitaaisss, meter and chan reports, proshaction patrehsna atatemeras. run tickets Lid monthly pope repent. bus excluding


20 purchase contexts end pricing iefacnsa:ion to the eitmt rot applicable to the production of the Nun-Operator aeekirg the


2 t information Any audit of Opmaton½ records rdatieg to amoums etpertded atd the appropns:nesn of mach expenditures


22 uhat he cra,thioed in accorda.,ot with the audit protocoi speciflad in Eshibit C


23 6 Fitino md Funetinhina Oovrrntte’tstnl Iinwnls Oprrator wilt ftte, and upon written request promptly furnistt copies no


24 each requesting Non-Operator not in default of its payment obligations, alt operationat rod ces, repont or applications


25 reqatred to be flied by local, State. Federal or tndian agencies or suthoritiee haviag jurisdiction over operations Itereunder


26 Each Non-Operator shall provide to Operator on a limely basis all itfurnsati on necessary to Operator to make such films.
27 7 boitlino and Tettina Otserationa: The following provisions shalt sppty to etch well drilled hereunder, including but not


21 limited to the Initial Well


29 (a) Operator will promptly advise Non-Operators of the date on which the well it opudded. or the date on which


30 dnitling operations are commenced-


31 (h) Operator will send to Non-Operators such reports, test results and notices regarding tlte progrest of operations on tie well


32 an the Non-Operators ahall reasonabi yrequese, including, but not limited Itt, daity drilling reports, completion reports, and well toga


33 (e) Operator shall ndequttely tett all Zotea encounleeed which ma yreusona bly be expected to he capable of producing


34 Oil tnd Gas in plying quanlili en at a result of esaminant’on of the electric log or any other logs or cores or tents con dueled


35 hereunder


36 a Cost Entimotca, Upon requen I of any Consenting Pany, Operator shall furnish ealimaleu of cunena and cumotntive costa
37 incurred for the joint account at reasonable inlewalt during the conduct of any operation purauanl to this agreement.


3t Operatorsltall not beheld liable for errors in such eatimatet so long as the estimaten are made in gttod faith.


39 9 Insurance At all titnen while operations are conducted hereunder, Operator nhall comply with Ihe workers
40 compensnlion law of the atale where the operations are being conducted, provided, however, that Operator may be n self-


4 I i naurer for liability under said compensation laws in which evene the only charge that shall he made to the joint account shall
42 be as provided in Exhibit ‘C’ Operalor shall alao carry or pmvide i asurar cc for tie Itenefit of Ihe joint account of the panics


43 as outlined ia Eshibil ‘D’ attached hereto and made a pan hereof Operator shall require all contractort engaged in work on
44 or for the C onnract Area to comply with the workera compensation law’ of Ike state where tite ttpernti ons are being conducted


15 and to maintain such oah coinsurance as Operator may reqaire


46 In the event automobile liability insurance in sped fled is said Eshihit ‘0,’ or subsequently reed yes the approval of tile


47 parties. ro direst charge ahall be made by Operator for premiums paid for such inuurance for Operator’s automolise


4n equtpmecst.
49 ARTICI.E VI.


50 DRILLING ANI0 DEVELOPMENT


SI A. Initial Writ:


52 Oe.w4atL,uth. ‘sef


___________________________


Op. t .ahJlra...mas2.thaddllinguflt’.t,,ftl


53 4l.41tsdos¾ax—oc.tiss— No Initiqt “cli shall be prsssacd pttnflsl to that cprtai. Participatinn Arctmcnt dated effective
- Jan,. ry I, 2sa2, between AM lalabo. L.5,C and Hndge csvernn hr .ttsw and Ha—slims Area.


53


56


57


59


— _,th__f5—a,,’.’, ‘ft
Ut


67


04


65


66


a Thu t:fl:ss .1 Ika InCJ Wall sad tb
,, rli1r_ti °—


,,,,


n,,rhsn —‘ ,, In tennis —_ ,,,.,,,,, rater
69


70
55 .Stt lasrqtmrnt Operations:


7t
I. Premmed Ooendorss- If any party hereto thould destrr to drill any well on the Contract Area onha titan the Initial Well, or


if any party should denim to Rework, Sidetrack, Deepen, Recitmplrtc or Plug Itack a dry hole or a well no longer capable of
producing in paying quantities in which such party hat 001 otherwise relinquished its intereut it Ihe proposed objective Zone under
this agreement, the party denideg to drill, Rework, Sidetrack, Deeprn, Recomplete or ‘lug Duck such a well shall give written
notice of the proposed operalion to the parties who have non othensdse relinquished their interest in sue h objective Zone
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I under this agreement and to all other panics in the case of a proposal for Sidetracking or Deepening, specifying the work to be


2 perfoneed, the location, proposed depttt, objective Zone and the estimated coat of the operation. The panics to whom such a


3 notice it delivered shall have thirty (30) days after receipt of the notice within wtiictt no 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


S Rework, Sidetrack, Recomplete, ‘lug Back or Deepen ma h given by telephone and the response period shalt be limited to forty’


6 eight (48) tours, e,s&.,wiw i nel’sttve of Saturday, Sunda1iIIttotidays Failure ofa party no whom such notice in delivered to reply


7 winhin the period above fixed shall conasitute an election by that party non to participate in the cost of the proposed operation.


8 A.,r.on.,_,thjas,.,rtjtoa__d_rttnnr_rna:.,,,...,.,rtienZ.ossithtt._op__,,tinninititity ,,...u.Jahtllbtda1i....d—to--sN--pertie


9


to If all parties to whom such notice it delivered elect to participate in such a proposed operation, the parties ahstl he


II contracts alt y committed to participate therein provided uuch operations arc commenced within the time period heresfter set


02 forttt, and Operntor shall, no Inter than ninety (90) days after espiration of the notice period of thirty (30) days (or at


13 promptly an practicable after the expiration of the forty-eight (40) 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 diligetce at the risk and espense of


15 the partieo participstieg therein, provided, however, onid commencement date may be extended upon written notice of name


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


t 7 additional tine is reanon nbty necessary to obtain permits from governmental authorities, surface rights (including rights-of


I way) or appropriate drilling equipment, or to complete title examination or curalt’ve matter ruired for title approval or


9 acceptance. If the actual operation hat not been commenced within the time provided (including any estensios thereof as


20 apecifically permitted herein or in the force majeure provisions of Article Xl) and if any party ttereto stilt desire, to condsct


21 said operation. ‘written eott’ce propouing same must be resuhmioed to the other psrtiea in accordance herewith as if no prior


22 proposal hsd been made. Those parties that did out participate in the drilling of a well for which a proposal to Deepen or


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


24 reimburse the Drittieg Parties in aecor dance with Article VI B 4. in the event of a Deepening operation and is accordance


25 with Article Vt.B 5 in the event ofa Sidetracking operation.


26 2. Operations ha Less Than Alt Parties


27 (a) Determination of Panicieaatitm If any party to whom such notice is detivered so provided in Article Vt B I or


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


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


30 later than ninety (90) days after the expiration of the notice period of thirty (30) days (or an 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 he) actually commence the


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


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


34 the Consenting Parties thalt either (i) request Operator to perform the work required by suctt proposed operation for the


35 account of the Consenting Pnrties, or (ii) detignate one of the Consenting t’arties an Operator to perfons such work The


36 rigltts and duties granted to and imposed upon the Operator under tttis agreement nrc granted to and imposed upon the party


37 deaignated so Operator for an operation in which ehe original Operator is a Non-Contenting Party Conaenting t’artien. when


30 conducting operations on ttte Consract Area purnuant to this Article VIII .2 - shalt comply obltt all terms and conditions of ttns


39 agreement.


40 if lets than sll parties approve any propoaed operation, the propoting party, immediately after the espiration of the


41 applicable notice period, ahatt advise 5tt Parties of the total interest of the parties approving ouch operation and its


42 recommendation as to whether the Conaenting Parties should proceed wittt the operation as proposed. Each Consenting ‘any,
(IS. Frdertl


43 wtttoin fony-etgttt (40) hours (.sel.oswe noel stolve of Snnorday, Sunday, and / l.s4-ltottdnys) after delivery of such noetce, ahall advtse the


44 proposing party of its desire to (i) limit participation to euch party’s interest as shown on Exhibit ‘A’ or (ii) catTy only its


45 proportionate part (determined by dividing ouch party’a interest io the Contract Area by the interenta 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-Contenting Parties’


48 interests that any Consenting Party did not elect so take. An y interest of Non-Consenting Partica that is not carded by a


49 Consenting Party shall be deemed no be carried hy the party proposing the operation if such party does not withdmw its


SO proposal. Faiture to advise she proposing party wilhin the time required shalt he deemed an election under (i) Is the event
nrrIIt alt


51 dollong ng son locattos, aottce may be gtven by tetepttone, matl, faesiittiie/ apd ttte time permitted for auch a response stratI not exceed a


52 total of forty-cigttt (48) hours (es4.a.ie inclusive of Satuntay, Sunday anti )estiiotidays). The proposing party, at its election, may


53 withdraw ouch proposal if there in lets than 00% participation and shalt notify all parties of suds decision within ten (tO)


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


55 If 100% osbscription to ttte proposed operation is obtained, the proposing party sltatl promptly notify the Consenting Partira


56 of atteir proportionate interests in the operation and the party serving as Operator shall commence tuch operation within ttte


57 period provided in Article VI B I - subject lathe same extension right as provided ttterein


Sn (h) Reiiertniahmetst of trtermn foe Non-Partidoation The entire cott and risk of conducting such operations shalt be


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


60 paragraph. Conaenning Parties ahall keep the leasehold estates involved in ouch opendont free and clear of all tient and


61 encumbrances of every kind created by or nriaing from the operations of ntse Consenting t’artiea If such as operation results


62 I in a dry hole, then subject to ,‘,rt:_l,,. ‘,‘I.D.c and Vl,E 3 - the Consenting l’arties shall plug and abandon the wett and restore


63 the surface location an ttteir sole cost, risk and espense provided, however, that those Non-Consenting Partiea that


64 participated in the drilling. Deepening or Sidetracking of the well shall remain liable for, and shalt pay, their proportionate


65 shares of the cost of plugging and abandoniog the wett and restoring the surface location macfar only as those costs were not


66 increased by the tub sequent operations of the Consenting l°arties. If any wetl drilled, Reworked, Sidetracked, Deepened,


67 Recompteted or Plugged Back under tie provisions of this Article reaullo in a well capable of producing Oil andlor Gas in


68 paying qasntitiea, the Consenting Parties shall Complete and equip the well so produce at their sole cost and risk, and she


69 well shall ttten be nursed over to Operator (if ttte Operator did not conducl the operation) and ahall be operated by it at she


70 expense and for the account of the Consenting Partiet. Upon commencement of operationn for the drilling, Reworking,


71 Sidetracking. Recomptcting, Deepening or Plugging Back of any such weit by Consenting Parties in accordance with the


72 provinions of this Article, each Non-Consenting Party shalt be deemed to Is ave retinqoistied to Conaenting Partiea, and the


73 Consenting Panics shsll own and be entitled to receive, in pmportioa to their respective internota. alt of such Non-


74 Consenting l’arty’s interest in the well and share of production ntsercfrom or, in the ease of a Reworking, Sidetracking,
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I Deepening, Recompletieg or Plugging Back) or a Completion pursuant to Article Vt.C I. Option No. 2, all of such Non-


2 Consenting Pnrty’s interent in the production obtained from she operation in wtticit the Non-Consenting Party did not elect


3 to pani ci pane Suds relinquishment shall be effective until the proceeds of the sale of ascii share, calculated at the well) or


4 market value thereof if such nhsre it non osld (after deducting applicahle ad valorem, production, severance, and excise flea,


5 royalty. overtidiog royatty and other intereats not excepted by Article Ill C. payable out of or measured by the production


6 from ouch welt accouing with respect to ouch interest until it reverts)) sttall equal the blat ofttte following


7 I (i) 200,0 of each nuch Nun-Consenting Party’s thare of the cons of any newly acquired aurface equipment


beyond the wellhead connections (including bun not limited to stock tanks, neparaloro, nreatern, pumpirg equipment and


9 piping), plus 00°/n of each nuch Non-Consenting Party’s share of the coon of operation of she well commencing with first


to production and continuing until each uach Non-Consenting Party’s relinquished in terest shall revert no it under other


It provisions of this Article, in being agreed than each Non-Consenting Party’s share of ouch coons and equipment will he that


2 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 500,0 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking. Deepening,


5 Plugging Back, testing, Completing, and Recompleting, after deducting any canh contributions received under Article VIII C,


16 and of (b) that portion of nhe cost of newly acqnired equipment in the well (no and including the weltitcad connections),


I 7 which would have been chargeable no nuch Non-Connenting Party ifit had participated therein.


..srt..Insn_..stxg ._Jt55.5 .0 It,. c.....Ira.y In tIlt, AU,,,,,, - n.. , It tee vs.,,t us,. ,,o tat p,.,,., u,,),,,,s’..,,,.,o


d__..;hjLthan..ti...,.,4sdtho ‘.llf., uth..tk.ntho.....sst...in,...f...nits...p..rt._ll,m,_nenhl..


.th..,,.,,,,J:i:._:,.th.Lt,..,,,.d_,,5furth n_m.,m:.kt..,0t,mat...shsll5’ ..ni nh_fin_nh


Hc,,Cn,,.mli..,. tsp3 hn n, -tI_i f. ,n Jt_..-onix_ ,.r,r_..l u—i... anise VI.D.t. nn dill the ‘“elI In a


clmfia .‘.,.r Zonc thea the dccpcet thjeeti’. c Zone proyo,cd in the nedee ondee vAnioh the “elI ‘ .nn driLd, sad ,,,.h sush N,...


Cc.._nni..g P.eny—sholl—-haw--Ohe—-opnien—4o-pm%oipel i.. i..itiJ ,,°p ram,l_nin,, of ‘h ‘.. It hi ,s3isg itt nhsrr of the


i.. lb. rt.nt rn .9.1 65.. p.s,,.t.d f.. ..jh “it, U..


ofthia Artiule \‘t.tS 2. Its) thsll •fplj Ia ,suh fan,’a interean.


(c) Rewottina, Recmnnleuina so’ Plaaaine Back, An election non to panicipane in the drilling. Sidetracking or


Deepening of a well alsall be deemed as election not to participate in any Reworking or Plugging flack operation proposed is


sucln n well, or portion thereof, to whictt the initial n onconsent eleclion applied that is conducted nI nny time prior no full


recovery by the Ctsnnenting Parties of the Nun-Consenting Party’a recoupment amount. Similarly, an election not to


participate ia the Completing or Recompleting of a well thnll be deemed an elecbn’os sot to participane ia any Reworking


operation proposed in auch a well, or portion thereof, to whicit he initial non-consent election applied than is conducted an


any aime prior to full recovery by the Consenting Parties of the NonCoasenting ‘arty’s recontpment amount. Any sacit


Reworking. Recompleting or Plaggieg flack operation conducted during lie recoupment period shall be deemed pan of the


cost of operation of said well and ahere shalt be added to the nums to be recouped by the Consenting Panics 500.0 of


that portion of tIne costa of the Reworking, Recompleting or Plugging flack operation which would have been chargeable to


nuch Non-Consenting Party had it participated therein. If tuch 5 Reworking, Recompletiag or Plugging Back operation it


proposed during such recoupment period, the provisions of this Article Vt B shall be applicable as between said Consenting


toartiea in naid well


(d) Recmtpmert MaOers Daring the period of lime Consenting Panics are entitled to receive NoeConsenting Party’s


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


producni on, severance, excise, gathering and other taxes, and all royalny, oveni ding royally and other hardens applicable to


Non-Consenting Party’s share ofprodaction not excepted by Article tll.C


In the case of any Reworking. Sidetrackt’ng. I°lugging flack, Recompleting or B cepening operation, the Consenting


Partien shall be permitled to use, free of cost, all caaing. tubing and other equIpment in he well, hut the onership of all


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


Recompletiag or Deepening, the Concealing Iartien shall account for all such equipment lo the owners thereof, with each


party receiving ito proportionane part in kind or in value, lena coan of snlvnge


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


for she Consenting Purties altall furnish each Non.Conseatieg Party winh an inventory of the equipment in and connected to


the wett, and an itemized atutement or the cost of drilling, Sidetracking. Deepening. Plugging Buck, testing, Completing,


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


of ouch costs of operation, may submil a detailed statement or monthly bitlingo, Cant month titereufter, during the time the


Consesling Parties are being reimburaed as provided above, the puny conducting the operations for the Consenting Parties


shalt furnish ttte Non’Connenting Purties with an ilemieed atsnrment of all costa and tiabilitico incuened in he operation of


the well, together with a statement of the quantity of Oil sad Gun produced from it and the umounl of proceeds realized from


the tale of the well’s working interest production during the preceding month. In detertnining the quunsily of Oil and Gus


produced during any month, C onsee sing Panics shall use industry accepted methods such aa bul not limited to metering or


periodic well tents. Any amount realized from the sale or other disposition of equipment newly acquired in connection wish


anysuch operation which would have been owned by a Noo’Consenting Party had it participated therein ahalt be credited


tgainat the tonal unretumed coals of the work done and of the equipment purchsaed in delertnining when the interest of such


Non-Conaesling Party shall revert to it as above provided; and if there it a credit balance, it shalt be paid to such Non-


Consenting Puny


If and when ttte Consenting Partiea recover from a Non’Consenling Party’s relinquished interest the amounts provided


for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it ss of 700 n.m on she day


following the day on which such recoupment occurs, and, from and aft er such reversion, such Non’Consen ting Party shalt


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


such Nun-Consenting ‘any would have been enlilled 10 had it participuled in the dritling, Sidelracking, Reworking,


Deepening, Recompleting or Plugging Back of said well. Thereafter, auch Non’Consenting Party sltull be charged with and


shall pay ins proportionate part of the further costs of the operation of said well in uccordsnce with Ilte lerma of thia


agreement and C’sitt’ bit ‘C’ snached herelo.


3 Ssurd,fly Ctnna When a well which has been drilled or Deepened has reached its authorized depth sad all tests have


been com pteted and the reaulta thereof fumislted to she psrtiea, or when operalions on tile well ttsve been otherwise


terminated purnuast to Article Vt F, slaad’by costs incurred pending reupoase to a party’s nolice proposing a Reworkiag.
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I Sidetracking, Deepening, Recompleting. Plugging Back or C’ompleling operation in such a well (including the period required


2 under Article VI B 6 to resolve competing proposals) shall be charged and home an pan of she drilling or Deepening


3 operanion juan completed Snand-by cosna subsequent so all parties responsting. or expiration of site response time permisted,


4 whichever lIens occurs, aad prior 1° agreement as to the participating interests of all Consenting Parties pursuant to she eons


of she second grammatical paragraph or Article VI.B 2 (a). shall be charged to and borne as part or site proposed operation,


6 bus if the proposal a uuhoequennly withdrawn because of insufficient participation, such stand-by coons shall be allocated


7 between the Consenting Parties in the proportion each Consenting I5artyo interest as shown on Exhibit ‘A’ hears to site total


a interest an shown on Exhibit “A’ ofalt Consenting Parties
br Deciseqine ,,. -


9 In ah eevent that 000tce for a Stdetrackteg operatoon ts gtven whtle the dnlltag ng so be uttltzed is on tocatton, any party


tO may request and receive up to five (5) additional days afler expiration or ttse forty-eight Is our response period specified in


It Article Vt B I within which to reapond by paying for all stand-by costa and other costs incurred durieg such extended


2 resp000e period; Operator may require auch party to pay the estimated stand-by time in advance at a condition to esten ding


3 site response period If more titan one party elects to take such additional time to respond to tise notice, standby coota assaIl be


4 atlocated between the parties takiag additional time to respond on a day-to-day basin in she proportion each electing party’s


IS interest as shown on Exttibit ‘A’ bears to the totat interest as thown on Eshibit ‘A’ of atl the electing parties.


6 4 Deepenino If lent than all parties elect to participate in a drilling, Sidetrncking, or Deepening operation prttpuned


7 pursuant to Article VI B I., the iatereat relinquished by the Non-Coasenting Panics to the Contenting Parties under Article


It Vt It 2 phall relate rely and t’.c litnixerito the lentee of (0 the totql depth actually 4rille4 or p sIte cane of a tlsrieonlal WçIl, titç Itngilt sr
site tsoriaantaa we thorn or (ot) the objecttve Oepllt or Zone or tn site tate of a at srlnon at VeIt, tine length of slit horizon sat welt bore


of which the parties were given notice under Article Vt B t (‘Initial Objective”) Such well shalt eon he Deepeaed beyond the


I
Initial Objective without firut complying with this Article to atlord the Non-Conseating Parties the opportunity to participate


I in ttte Deepening operation In sloe case of a isnrhotitai well


to the event any Consenting Party desireu to drill or Deepen a Non-Consent Well to s depth below the Initial Objective,


such party ahnll give notice thereof, complying with she requirements of Article VIII I., to all pnrties (including Non


Consenting l’articn). Thereupoa, Articles VI B I and 2. shall apply and all parties receiviag such notice shall have the right to


‘6
participate or not participate in the 0 repent•tg of tach well pursuant so said Articles Vt B I. and 2. If a Deepening operation


it approved pursuant to ouch provisions, and if any Non-Consenting Party elects Itt participate in she Deepeniag operation.


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


(a) If she proposal to Deepen is made prior to the Completion of ouch well an a well capable of producing in paying


quantities, ouch Non-Consenting t’arty stsall pay (or reimburse Consenting Parties for, as the case m ny be) that share or costa


31
and expenses incurred in connectiot with site drilling of said well from the surface to the Initial Objective which Noo


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


Portys sttare of she coot of Deepening and of participating in any furttter uperstions on site well is accordance “riots the olher


provisiont of this Agreemeal; provided, however, all costa foe testing and Completion or atlempted Completion of the well


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


sole occotunt ttf C’unuenai ng Parties.
36


(h) If ttte proposal tt made for n Not-Consent Welt attat has been pmvtously Completed as a well capable of productag


3t
in paying quantities, but in eo longer capable of producing in paying quantities, such Non-Conseasing Party shall pay (or


eeimburse Consenting Parties for, as Ihe case may be) ils peoportiotale share of all costs of drilling. Complrting, nnd


40
equipping said well from stir aurface to site Initial Otsjecsive, ealeutnted in the manner provided in paragraph (a) above, leaa


4
those cootu recouped by the Consenting I’artiea from the tale of prodactioa from she well The Non-Consenting Itarty shall


alto pay its proportionate thare of n11 costs of re-entering said well Ttse Not-Consenting Parties’ proportionate part (baued


on the percentage of ouch well Non-Consenting I5arty would have owned had it previously participaled in such Non-Consent


Well) of the coats of salvable materiala and equipment remaining in the hole tad salvable surface equipment used ia


connection with suds well shall be determined in accordance wilh Extsibit ‘C ‘ If the Consenting Parties save recouped sIte


46
cost of drilling, Complesing, and equipping the well at the time such Deepening operation a conducsed, then a Non-


C onsen ling Party may participate in Ihe Deepening of lht welt wittt to paymenl for costs incurred prior to re-entering the


41
well fttr Deepening


TIte foregoing sisall not imply a rigttt of any Consenting Party to propose nsy Deepening for a Nos-Cotnens Well prior
to the drilling of such st-cit to ilt Initial Objective without the consent of the other Consenting larties as provided in Article


S. Sidetrackite Any psrty having the right so participate in a pmponrd Sidetracking operation that does not oyvn an


inseretl in she affected wellbore at the time of the notice shall, upon electing to participate, seadee to the wetlbore oson cr5 Is


proportionate stsare (equst to its interest sn ttse Sidetracking operation) of ttte value ,of tlsst portion of she existing welsbore


lobe utilized so follows.


(a) If the proposal is for Sidesracking tn existing do’ hole. reimhuraement shall he on she basis of she actual coats


incurred in the inilial drilling ofthe well down 10 the depth at which the Sidetracking operation is instiated


(b) If the proposal in for Sidetracking a well which hss previously produced, reimbursemeet ahall he on the baum of


such party’s proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to Ihe deptts


60
which the Sidetracking operation is conduesed, calculated in the manner described in Article VI 03(h) above Such party’s


61
proportionate ahare of the cost of the welI’a ealvable materials and equipment doson to the depth at wttich Ihe Sidetracking


6’
operation is initiated ahall he desensieed in accordance wish the provisions of Exhibit ‘C


— 6. 9rst er of I’referenceo f Operations Any reference tp Ar5icle VEIl-h in oltia Agreemeno in hereby dnleled sod in lieti
63 I boercor lsteriiU’VftThliX’ a A 5_teepi ... misers, A t —at flesh,


,,.
mid .1 t.. lb. — agr.mn 5. - ny raoly .tr , on


64 p.epest4he-eeadsaa—-4—e,. a__IL. shot ce .fli’t --it -—n.tPOUJ th,s It ads by a rart jedm thL Artije VI n_oh


65 puny Dhafl ha’. c flfl.,en (15) da,, from dji’. cry of hr intial preposal. in sh, oaao of a proc__al tn drill a wJl a. sn paTh,...


66 eno,,.li.,as-Sl--,h..an,d.3li..4,;gisa,lmaU


67 hJ:d.as,f.,__dJ:.,_rsh_:tirijr._r_.,_L;fsdrill:_srieLa_s.s.s’tra.th tlairt;&.Lhtcrarin,issab.


6t ,e,.dunlad, to dali... so oil psrti ., ,,titl_d 5. ,_.rsi’eslo i, the ,oposed opentims stub rarty’s sttmssati’- 5 rrr, osat.


69 sIt_anise pmpostl Ia oonials lb. sana iofnmat:wa mgLirad in - iselLdd L. th initial prrr_.ml Eaah ra1r-ft05..3 ua)s


70 ,,tt__It _‘tsll .l,.t b, dali.,, of sari-a 5. O,,_te. visIts tie (5) dnyt ann eipirosioi of bc rmpael prriod, st v,thn


71 s_’ats,fos.. (2t)bmara(rnl.ni;_sfS..tvard,;, E._.L, ..ml.,,lh,.EL;s)ifad.ilisg.gi.osl,,,atie,, f,,. tho visIts_s ;atho


72 ..h;__oJtho.÷s_lo.o_r..oal2psta:n_ssths,..pa;sgr._als..-.n,srt,n_sJ__ri.,5.ts;,& ‘hquir.J


73 .5-il b. ‘..,.d alt, have v.t.d. Th. osmoosal .._alvi_g the -ole of poni,., o’,ig Itt, tsrgt aegate r-roettsge


74 isloreas of the pactist ve&ra •I L
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4


ininiel—pro&aal chaD praei4,—’Gperatrr shall ddi’.ae notion of eur°s—’.as.eln—’no—’eIl—jsenLo no panieipnte in the npvalion


vithin fl,, (1) thyc ofico •.prntnn of 5k , J,etion p_md (or s2thiu rtor, fotr (3q) ,a c ,dsci’.e of E_turday. Eand_y


and L5M hfl, n, iF.—dgillin5 .... LolL..). C,,Js—peny.4,eH—.he.+e’e—,we—fa*’dayn—9eIwnqey4atr (21) lnmum—if’e—tlg


is —,. —060_I fF0511 reo_:rtnf’’ht a I tbu:v mLLornr100. to


relinquish interest in the sW_tied ‘_ll ptrmuostt to the pro.i,’o,_ ,f ..nL’t ‘/111’; frito.. by e 0y to doliver notion violin


a_oh p_nod abE h &_mcd on deems on to pottieipott in the pea-ailing profoasi.


7 Conformity to Soacins Paoem Notwithstanding the provisions of this Article VIII 2, in is agreed hot no wells that) be


proposed to he drilled to or Completed io or produced from a Zoqe from, which a we)) located e)tewhere 00 tine Contract
• or oat Itcen opprobed at an escejolson (5 BIte ttlnp-exltotng spa000g patlprq for acIi zone by site appropreale agency


A rca ts prodactog. sot ess such wet) coot oem s to the tten—extsttn gwett spacin g pattern toe sacs tone /


t Pavino Wells No party oltult conduct toy Reworking, Deepening, Plugging flack, Completion, Recomplction, or


Sidetracking operation under this agreement with reaped to any well then capable of prodacing in paying quantities encept


with the content ofatl panics that h ave not relinquished interests in the welt at the time of such operation.


C. Completion of WetIst Reworldog and I°tttgglog Bacic


I. Completion, Without th e consent of ott parties, no wet) shall be drilled, Deepened or Sidetracked, except any well


drilled, Deepened or Sidetracked pursuant no the provinions of Article VIII 2 of Ohio agreement. Consent no the drilling,


Deepeoiog or Sidetracking sltn(l include:
• For nIt II oriass Oat VetIs çtaty, , , .


0 Donna No I. I AslI recessaty espendt tore s for the dnlttng. Deepenoog or Stdetracktng, testtog. Completong and


equipping ofthe well, including oecraaary tunkage and/or oqrface fisciljties.
• 0or gIl verl’cal wells and weltojiol contjl,ronI Iorianspat %Vctlj,


0 Orttnn No 2. I *51) necessary expenottureo toe the orotttng. Ueepentng or Sidetracktng and testtng of 11°c well. Witen


ouch well tan reached ins authorized depth, and all logs, cores and other Icsns have been completed, and the results


thereof fomiahed to the panieo. Operator shall give immediate notice to the Non-Operatoco having the right to


participate in a Completion attempt whether or non Operat or recommends alsempning to Complete the well,


together wit)’ Dperatttrn APE for çttm pled In count if not prcviously prnsvi dcd The parti en receiving ouch notice


shall loave Sunda ieVlsolidays) in wtnicit to elect by delivery of


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


accompanying APE. Operator shall deliver any sue h Completion proposal, or any Completion proposal conflicting


with Operator’s proposal, to the other panics entitled no participate io ouch Completittn in accordance with the


proced ores specified in Article VIII 6. Election to participate is a Completion attpmpt ploatl includ e consent to ott
, . , ,


. I ton Itmtaaa.on
sedentary ,espenslotures for the ,Cttmplen,ng and equtpptng of such well, tnc1tng / necessary, aankage and/or surface


. . . including. boil non Ilmileg On pjpdainn, llpw maca. melero amid met,r then. ap omsd laflasoeb
facolottes I sun eaetuotng any nttmutaltOn opeeato on not con toned on the omplettos Alt. t’attare of any pany


receiving such notice to reply within the period above fined shall constitute an election by that party ma to


participate io the cott of the Completion attempt, provided, that Article XVI AR-/, shall control in the case of


conflicting Comptetion proposals. tf one or more, bun test titan ait of the panics, elect to attempt a Completion, the


provision of Articte Vt II 2 hereof (the phrase “Reworking, Sidetracking. Deepening, Reeompteting or Plugging


flack” as contained in Article VIII 2 ohall be deemed to include ‘Completing’) ohs)? apply to the operations


thereafter condacted by lets than all panics; provided, however, than Article VIII 2 shall apply separately to each


sepaosne Completion or Recompletion attempt undertaken hereunder, and an election no become n Non’Consentiog


Party as to one Completion or Recomplction snampn shall non prevent a pany from becoming a Consenting Party


in subsequent Completion or Recompletion attempts regardleas whether the Consenting t°arties as to earlier


Completions or Recompletion have recouped their costs pursuant to Anicle Vt B 2. provided funher, that any


recoupment of costs by a Consenting Party shall be made solely from the production attributable no the Zone in


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


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


materials and equipment inslalled is the well punuana no the previous Completion or Racomplcnios attempt.


inanfnr sod only insofar pq such materials and equipmcnn 1npnefit the Zone ip which sa,ch pqny .gaqicipalea in a
In additin n sers ar ‘its II ma k eti reasoqa 5 e nltentpl to neon I lose forinattonsi enotte 5’ I te log


Completion attempt. / or logs as pnaeatlalty capable tI srodioetng oil or gao.


2 Rework Recomnlene or Plus flack No well shall be Reworked. Rccompteted or Plugged Dack cscept a wall Reworked,


Recompleted. or Plugged flack purnuant to the proviuions of Article VIII 2 of this agreement. Consent to the Reworking,


Recompleling or Plugging flack of a well shall include all necessary expenditures in conducting ouch operations and


Completing and equipping of said welt, including necessary nanknge and/or surface facitities


P. OIler Operations:


Operator shalt nan undertake any single pro) eon reason ably estimaned to reqsire no cxpendinurc in excess of


Fifty ilInsonend and an/IOn Dollars (S 5n,nOn.5n ) encepa in connection with the


drilling, Sidetracking. Reworking, Deepening, Completing. Recompleting or Plugging flack of a welt lhsn han been previously


authorized hy or pursuant to this agreement; provided, however, that, i n case of explosion, fire, flood or other sudden


emergency, whether of the tame or different nature, Operator may take such otepn and incur such espenses as in its opinion


are requt‘red to deal with oh e emergency to oafeguard life and property but Operator, as promptly as possible, stoat) report ttte


emergency to she other paniea. If Operator prepares an APE for its own use, Operator shall furnish any Non-Operator so


requenting an infonnation copy thereof for any single project costing i nenceus of Fifty Tb nissan d sod no/taO Dollars


(S ‘0.000,00 ). Any pany who has not relinquished its intereut in a well shall have the night to propose that


Operator perfonm repair work or sndertake the installation of anificial lift equipment or ancillary production facilities ouch so


oals water dispooal wells noon conduct additional work with reopect to a well drilled hereunder or other similar project
(lawn


go d by O.r_,_l0 _g, __... _,n h_I’ ... lb r_rt .4 reaSon sbly estimated no require an expenditure in excess of the


amount first set forth above in this Article VI D (except in connection with no operation required to be proposed under


Aniclea VIII I. or Vt C I Option No. 2, which ohsll be governed exclusively be those Aniclaa). Dperator shall deliver such


proposal to all parties cots tIed on participate therein. If within thirty (30) days tltereof Operator secures oh e wrinten consent


ofaoy pany or parties owning at least 6n.0 % of the interests of the panics entitled to panicipaoe in such operation,


each party having the right to participate in ouch project shalt be bound by the terms of such proposal and shall be obligated


no ply its proportionate share of the costa of the proposed project an if it had consented ton such project pursuant to the teems


ofthe proposal


E. A ton adsoament or Vetla:


I. Abandonment of fin, HoIm Except foe any well drilled or Deepened purauaon to Article VIII 2. any well which has


been drilled or Deepened under the tenon of this agreement and is proposed to be completed at a dry hole shall not be
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I plugged and abandoned without the consent of all parties- Should Operator, after diligent eITjrt jie unjhlc to contact any


2 party, or thould any party fail to reply within forty-eight (48) hours (eweluslee sclttaise of Saturday. legal holidays) after


3 delivery of notice of the pmpoasl no plug and abandon ouch well, ouch party shall he deemed to have contented to the


4 proposed abandonment. Alt such wells shalt hr plugged and abandoned in accordance with applicable regulations and an the


5 coal, risk and expense of the parties who participated in the coon of drilling or Deepening such well Any party who objects to


6 plugging and abgas(osing notch well by notice delivered to Operator within forty-eight (48) hosts (e’selusive incltssive of Saturday,


7 Sunday and / (esl io1rlaysi after delivery of notice of she 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 Oat nobject to the provisions of


9 - Article VIII - failure of such party to provide proof reasonably satisfactory to Operator of ins financial capability to conduct


In such operations or to take over she well within ouch period or titercafter to conduct operations on ouch well or plug and


II abandon ouch wall ahsll entitle Operator no retain or take potsestion of she well and plug and abandon the well The party


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


I) linbility for any further operationa conducted on ouch well encepl for nbc costa rf plugging and abandoning the well and


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


Ii 2 Abandonment of Walls Than llnve Produced Except for any well is wttich 0 Non-Connena operation baa been


16 conducted hereunder for which the Contenting Partieu have not been fully reimburted an herein provided, any well which has


57 been completed an a producer shall not be plugged and abandoned without the consent of all parties- If all parties consent to


8 such abandonment, lion well ahall be plugged and abandoned in accordance winh applicable regulationn and at abe coat, riok


9 I and expense of all the parties hereto- Failure of a party to reply within .L.ty f9(lt.iriy (311) days of delivery of notice of proposed


20 I abandonment shall be deemed an election no consent no she proposal If, within ty (cO)ttitriy (30) days after delivery of nnnticr of the


21 proponed abandonment of any well, all parties do not agree to the abandonment of such well, shone wiuhing to continue its


22 operation fmm 01°c Zone then open to production shall be obligated So sake over nbc well as of nbc expiration of the


23 applicable notice period and shall indemnify Operator (if Operator is at abandoning party) and the other abandoning partieu


24 againnn liability for any further operations on the well conducted by such partiea. Failure of ouch party or panics to provide


25 proof reasonably natinfactory to Operalor uf their financial capability to conduct ouch operations or no take over the well


26 within the required period or tlnereafter to conduct operations on such well sloall entitle operator no retain or nake possession


27 onf ouch well and plug ssd abandon the well.


28 Parties taking over a welt an provided loerein shall tender to each of the other parties its proportionate share of the value of


29 the well’s salvable naleritl tad equipment, determined in accordance with she provisinto of Exltibis “C,’ lest the estimated coon


30 of salvaging and the estimated cost of plugging and abandoning and restoring the surface.,5 rn.’ d, h,. ‘,,,,, ILl i,, lit


31 tlnr emimansid rlugin and abandoning sad rarfice reatonaliex traIn and the eanimoted rant of ralvsdn5 ire hik)oa than thc


_._ ,.qaipmcnt b,.ndrs.irg


33 opeeeelees—41.eie—yrspooir -son .hs,.,_ nf thn ..ni,.,snJ . p.,, —eat Each abandoning pony shall asaign no the non-abandoning


34 parties, with nut warranty, express or implied, as to title or as no quantity, or ft ness foruse of the equipment tad material, all


35 of its interest in sloe welibore of the well and related equipment, together wish its interest in the Leaseloold insofar and only


36 insofar an nuch Leasehold covem the right to obtain production from that weilbore in the Zone then open to production. If the


37 interest of toe abandoning part y is or includes and Oil and Gas Innerest. such party sboall execule and detirer to aloe non-


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


39 one (I? y car and sp 1°rg tlocrea fter as Oil and/or Gas is produced from the Zone covered tboereby, such cane to be on the—Poem
Itynerrettole tartan, , , ,


40 —to,.hJ n. I, hunt “Il “ The anslgnmenlo or leases so lomtsed nhall enconepana the Dnltnng Unot upon whoch the well a located.


41 The payments by, and the assignments or leases to, the ansi gnees shall be is a ratio based upon the relationsboip of their


42 respective percentage of participation is the Contract Area to the aggregate of she percentages of participation in the Contract


43 Area of all asnigneen. There shall be no rca dj ustmen I of interests in the remaining portions of the Contract Area


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


45 ,ttoc well in the Zone then open ottoer sloan the royaltien renamed in any lesne made under she nerma ofthio Article.


46 .sny gilt, o5e discretios elect , , -


- _4,,.l, Operator / oil :,.,,tn,,,,J Its operale the aattgned well for the acenuon of the non’abandonong parttes at nbc rates and


48
charges contem plated by this agreement, pius any additional cost and charges whieto may arise as nbc result of the separate


ownerahip of the asnigned well. Upon proposed ahandosment of the producing Zone attigned or leaned, the assignor or lessor


sloall then have the option no repurchase its prior interesn in nbc welt (sning the same valuation fsannula) snd panicipase in


5
further operations therein nuhjccl 00 the provinions hereof


3 Abandonment of Non-Cottsrron Onrasions The provisions of Article VIE I. or VIE 2 above shall be applicable as


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


however, no well nhall be pennanentiy plugged and abandoned unleas and until all partiea having the right to conduct further


operations therein have been notified of sloe proposed ahandonmens and atiorded 01°c opportunity to elect to take over she well


56
accordance with the provisions of this Article VIE, and provided further, that Non-Consenting i5arti es who own an interest


is a portion of the well nhall pay their proportionate shares of abandonment end surface re510mlion cont for such well as


provided is Article VIII 2(b).


F. T ersn.inatisn sf0 Iscrasins,’.


60
Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,


61
Completion or plugging of a well, including hut not limited to the Initial Well, sucto operation shall not be aemainated wishotat


I content of parties bearing of the costs of such operation, provided. 0° owever, than in the event granite or other


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


64
Operator may discontinue operations and give notice of such condition in the manner provided in Article VIII I, and the


65
provisions of Article VIII or VIE shalt thereafter apply no such operasion, as approprisle.


G. Taking l’roodoortmos In Kind:
66


0 Ooninn No. I: Gas ilainneine Axrcrmcni Aiiaclscd
67 Itave nbc OpLtop so ,


68
Each party shall I take on soap ec and teparately dtspose of its proportannate share of all Ott end Gas produced from aloe


69
Contract Area, cxcluaive of production which may be used in development tad producing operations and in preparing and


70
treating Oil and Gao for marketing puqsosen and production unavoidably lost. Any exam expenditure incurred in the taking


I in kind or and separate disponition by any party of itt proportionate share of the production shall he borne by such party Any


pany taking it sbtnrç o[ ppodncnicp in joind sxfl be required to pay for only its prssportioaale share of nuch part of
72 •nclt’t’ng, wzbb.ot’(itsa taitoc. welt local on an bngrenn ned egrean


Operators surtace tact lottea / who ch It ones.


Each party shall execute such division orders sod contracts as may be neceataty for the tale of its interest in


production from the Contract Area, and, except as provided in Article VII II , nba11 be entilled no receive payment


-10-
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I directly from the purchaser thereof for ito share of sit production


2 If any party fails to make the arrange nests necessary to lake in kind or separately dispose of its proportionate


thare of the Oil produced from the C onttsct Aret, Operator ohall have the right, subject to the revocati on at wilt by


4 the party owning it, hut not he obligatton, to purchase such Oil or tell it to others at any lime and from time to


5 time for t eaccount of th eons-taking party ml tie lame prier uijts sad for 0 era tor’p titg re or pros! ttcaiqn mind er an r api
iroglit totted parly pitrcltnae or 1st Cl eostrsrl An y surti purchase or tale by Operator any he tremtnated by


I Operator upon ot teast ten—+40)— thirty (3(t) days written notice to the moser of said productiot and ihalt be subject always to


I the rigltl of the owner of the production upos It leant tesi—4-4O*. I birty 30) days sssitten totict to Operator to eserci it at any


I time its right to take in kind, or aeparately dispute oE its share of ,ll Oil . ‘JL._,_i i_ —


Any purchauc or salt by Operator of any other party’s thaw of Oil shall be only roe such seasonable penods of time


as ux censluert sUch the minimum needs of the ir4uuley under the panodar draenseancm, but ii no cent for a


ocnod in enema of cole (I) ear provided hastes-cr. that the cçfecthc dale of ass web revocatian nay he defers-es! at
12 Operator’s Hecapon tar a per’nd rIot 0 fsrtt1I p)ocey fOOt days if Yperalar has committed oath production ma pssrctia,e


costrace hating a term esleodin g bnond site thirty O) day pnisd


14
I Any naamh sale or ou and Cat by Operator thall hens manner commercially nssonabte under the cireumnstar,ces hut Operator


ahall base no duty to thaw any cxi sling mteket ue so obtain t price equal to that recolved and cc any existing


I market The sale or delivery by Operator of a non-taking pony’s shore of Oil and Can under the scent of toy esiring


contract of Operator shall not give the eon-taking pany toy Interest in or make the non-taking patty a puny to said


It
coniract No purchsne shall be made by Operator sUthout firnt giving the non-taking pan y at east ten (10) dt>o


19
written notice ofsuctt inaended purchase and the price lobe paid or the petring basis lobe used


All panim shall give mtmdy wijates other to Operator of their Gas marketing ensnare-emits foe the followiog


month. eseluding pnce, and shall notify Operator immediately in the es-eat of a change in tacit atmangements


Opema:oe thai maintain records of alt maekeiing arrangements, and of volumes acanty sotd or transported, which


reconis ahall be made available to Non-Operators apon seasonable eequeai


— loth— er-cot roar or core penn’ fail no.lakq in kln4 or aeparataly ditgste of ttaiihefr proimnionale of got, and if t.rh
24 parlanr seyrrete disposal on 04 its/their nhtee us the u.s ca-tars splir—ateans delt rents to separate


25 pipehnm atha delivenea which ml a day-to-day baait for any Tejarci aer not madly equal to a patty’s raspaciave proportion-


26 ste thase of to:.) Cat males to be allocated to it. the baisecino or ecrourtire boween the panim shall be is actor-dance with


27 meu the Can knetascing aAgeeement between the panics hcr1iia, 1allwn_vost’4.—ut—r ‘i _t attached asfshibit E—cic—i.-a


28 a..,nte tgrccm _nt, Operator shall give notice to cit parties of lie first sales of Gas from aef well under this agreemest Ifs lip


pnly ergalea the necessIty rttr ntparacffi pg ;sortmcn if. cilt ties aims is party nitall lies r ate molt s-clued iii lintel SOC.
29 inataltaIlon sod maint clans-c o raid r.eiltt es.
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Lii My ails11 ha’ i, i,, c s— aatl, dim5 ci it prrpo1i,,an’ thur ai all 0] —nJ C—s r50tdS0m


the Contraet °,rea, rteiptive or ‘aJt •:_,, istit b_ aa.d in dc. olapmnnt and 1rdts),,


r’r’’-l it_iisg 03 and Oat fes maebe%stg—jm.pens—.md—p.oduraiea aa_v&dabiy lout Any c-tra——e’.pediwns


incuvr.d]tthetjis5isidndr nL.,teta f. h,._,,5,s)Sltxp,fsennesstLsefthted_rai_shJt


h,ba,,tbyr.h,_ataA,,,i,Jsyaal,,aitJtt,t,fe,adu_lio,i,,m,hitilb_,_s_,.dt_payf_,_al,]_


p.,sp_ni,,te ,.tt_i Ot.i
__,


Si L,,tiisjfli_. h_bt.. i,


Cash ttt, ahoil esemaln di—i_-, .d,,n e.._,teaets-os-sw,y k tr.eesaar, for the tin_f itt


presluetion f-a,,- ih C—tarsal Ar_a, and, nnepa at peer-ideal in AetioIe4’ll II - nh-Il b to em_-,-. pay,no


d;,.elt, froth h_n,, th, ,_f C. iL ohnee-efall poJ,wUo,,


If any arty f_lIt In ti — th_ .—,.,n,,,.,,T. s._a,y t_ it_-i., ‘in —
.s__ nf it


th,. U th. Ott .sad&. Ca. g,rdno_d fe_ IL Co_teach Ar.-, 01jot, abut L-._ the 0ht_shj_U I— th_


rr,ooetie.at’3thyth_pmei,oviiinit,Ltn.th__bliati_,,,teu,_h_tt --—tO3-_-’ewCa_orn_liiits—_otw.


ml any o:mm and fre,_ Ii-,-— in ti, a. iH_ot.,t nf th_ n_at taking patty Any such w_htn a- ente by 0 -at_


a, be a ii by “p_-mtnr uf_a at taos t_,. (I °i d_y t tCtten -sri_n in ‘he a,-n_, nf oaid prs&aeth_. a-U ‘Stall


b_ l--,i t_ the ,ht U ft s, tL --.3_U.n —t k__a L- (10) &,_ ..tth_ L


L_,__l_nita,;ghttatsLtibn[1._ ‘tart, .Lo____f,itanh_.o_faliOila_d’o.Casr_.’.Wy-d U-_a


ha t ‘rt - - ren -:d_4, hie Cr, that 1- din
— .y a- -k r - oatiois stay he d_f_wei an Operand.


dcotioa fr a priod ‘ &r 1, (53) di>, if Opsite. ha, p 4Jtl_ I -.


ha’. rg - tern I-_,mid ajab tan (19 dy s-end
.,..


ds,s_ n. .sL by Opr’—r f any as/tee


,_tny’_oha...foilsei_. Caaoi,aiibo_.t, f_. _h


w,Z,,,,,__&_fiboi’”r’., ,i,the_r__l_,,:,p_,a_ 6 — -nf.a,_,.J.n ti


—


—Aayaa.’hsalebyO,_t_J’atlha]sa._-_n_,e_ ,._,_,alt-,.,__,,,_bt,J,th


thai hs’ ne data to than any ‘ 1 or tr—.,,ona t_., among_tital 0 In abtals a poe. or temespoesanis,


foe a_sl t_ that ,__i’-td s._ ian t_npertoti. L,,_c5an_,-n The o,,t.a 3


O1,_ta’f-,,L’:_0pm,’tthL.J ,._‘‘._ t.’_ ‘lit tens, af-_, -:._ t,,rn,.fOs-_,ai_,i,Jtnj


,t Ii. no. .).;n no, any i—t__ n-,,. TI sic5 an, a —fl to s_23 us_a__i 3- ._‘‘


and Cm end no of Gas shall be made’, “p -at— --th-l Or” gi-i.g nh nnatati,,g -,rt, t_— i_ta - -inca


sauce of o.,h i,.uended ,.,. ‘ha the frie_ ‘_ ho faid or the pdti..g bast, to bn as “p -
- l


saLe,na_ll,n.,,_fthaft._s.._t_.fC_fl’_,.. Jl_.J,.hh;oA, tint


Ail5a,._hatI5,atraay ._‘_O,_,,,’ af’h_.C__ma.k._5a...t5_,.,_....f_ t’_f.1_


An .,_.d.t_tl.S,O,..:_i ,aai i_ ther,,taf ‘h_,_- -


Operator shall mal stst --
- ikedag—ew I,., ard of — uloms totally oJd I. ,_,_.e I_b


r__odr :hatlha mad. r,i9 t_ Pan Opersta. a__ar Ii. e_g


ARTIClE VII,


EIIPENDITURES AND LIABILITY OF PARTIES


67 A, Linbilihy of Patties:
at The liability of the panics shall be several, sot joint or coi iective Each party shall be responsible only foe i In obligati uaa,


69 and shall be liable only for ill proponionate share of the costs of developing and operating the Contract Area Accoedtngly, the


70 liens granted among the ponies in Article VitO crc liven to secure only the debIt of each sever ally, and no patty uhall have


71 asy liability to third panics herestadee to satisfy the default of any other party in the payment of any c’pcaac or obligation


71 hereunder It is not she intention of alie parties To create, nor atoll hit agreement be conatrand an creatieg. a mining or other


73 partnership. joini venture agescy relation thip or association, or 10 render Ilte panics liable as pannera, co—renturert. or


II —
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principals In thai r relations with each other under Ihia agreement, the panics shall not be considered tidociad en or to have


established a confidential relationship hot rasher shall he free to act on an anna-length basis in accordance with their own


respective self-intrrent, ntahjrcs. however, no she obligation of the panics no act in good faith in their dealings with each other


with respect to scsi vitics h neon drr


6 ENVOFI’AGEII
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II. Liens end Sectsrity I nlcrensn:


2 Each party grants to the other panics hereto a lien upon any intereat 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 nay


4 interest it now owns or hereafter acquires in the personal properly and fixtures on or used or obtained far use in connection


5 therewith, to secure ped’ortnasce of alt of its obligations under this agreement including but not limitrd to payment uf expense.


6 interest and fees, the proper dish orsemen a of all monies paid hereunder, the assignment or ret inquiahmeet of in terest a Oil


7 and Gus Lessen as required hereunder, tad the proper performance of operations hereunder Such lien and security interest


granted by each party hereto shall include ouch party’s leasehold interests, working interests, operating rights, and royalty and


9 overriding royslny interests in tate Contract Arcs now ownaed or hereafter acquired and in lands pooled or unitired therewith or


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


It used or obtained for use in connection therewith (including, without limitation, all wells, toots, and tubular goads), and accoonts


12 (including, without limitation, accounts arising from gas imbalances or from the sate of Oil and/ar Gas at the welt head).


13 contract rights, inventory and general intangibles relating thereto or arising therefmm, tnd sit proceeds asd pradocts of she


14 foregoing.


15 To perfect the ties asd security agreement provided herein, each pnrty hereto shalt esecute and acknowledge the recording


to supplement and/or any financing ntatement prepared and submitted by any party hereto in conjoscaios herewitlt or at any time


7 following execution ttereof, and Operator is tuthorired to file this agreement or the recording nopptement eaecuted herewiab as


8 a lien or mortgage is the applicable real estate records and as a financing aasnemenl wialt the proper officer under the Uniform


9 Commercial Code in the state in which the Contract Area is niaaated and such osher staten an Operator shalt deem appropriate


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


21 Iteressi lIt, or such other documents as is deems necessary as a lien or mortgage is the applicable real estate records and/or a


22 financing statement mitts the proper officer under the Uniform Commercial Code.


23 Each party repretenso and warrants to the other panics heretst that the lies and security interest granted by such party to


24 ttte naher pnfties shalt be a first and prior lien, and each party hereby a green to maintain the priority of said lien and security


25 intereot against all persons acquiring as interest in Oil and Gas Leases and tnterentn covered by this agreement by. through or


26 under such party Alt parties acqoirieg an is crest in Oit and Gun Leases and Oil and Gas loterets scovere d by this agreement,


27 whether by assignment, merger, mortgage, operation of law, or otherwise, ahalt he deemed to have taken eubject


21 to tate lien and secun’l y interest granted by this Article Vtt B as to all obligations attributable to suctt interest hereunder


29 whesher or not such obligations arise before or after such interest is acquired


30 To the extent that panics have a security interest under the Uniform Commercial Cede of the alate in which the


31 Catstmct Area in situated, they shall be entitled to exercise ttse rights and remedies of a secored party under the Cede


32 The brieging of a soit and the obtainisg of judgment by a party fur the aecurtd indebtedness shalt sot he deemed an


33 election of remedien or otherwise affect ttte ties rights or security interest as security for the payment lttcreof In


34 addition, upon default by any party in the payment of its ohare of espessea, interests or fees, or opos the improper use


35 of fotds by the Operator, the other ptrties shalt have late rigttt, wittaout prejudice to other rights or remedies, to collect


36 from the purchaser the proceeds from the tale of ouch defaulting party’s share of Oil and Gas until the amount owed by


37 sucto party, pius interest as provided is ‘Eahibit C,’ ban been received, and ohatt have the right so offset site amount


31 owed against the proceeds from the mle of such defaulting party’s share of Oil and Gas. ,.tt p,archancaa of prodLrt..n


c ,..s .j a. a n,.tiflc.tie, ,. r d,.fesstf—f,,,,,, the nra. Jeftsiti..5 rrty ,rti,,. stating tile assoust dL 5. , ,,,,,att ,f ho


30


thi,ro.,a.,rh


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


Operator, the non-defautaing parties, including Operator, sloth upon reqoest by Operator, pay th e unpas’d amount in the


proportion tisat the interest of each such party beaea ao the interest of alt such parties. The amount paid by each party to


paying its share of she unpaid amount shalt be secured by the liens and security rights described in Article VII B , and each


paying party may indcpendentty pursue any remedy available hereunder or otherwise.


If aay party does not perform alt of its obligations hereunder, sod the failure no perform autojects such party to foreclosure


or execution proceedings pursuant to the provisions of this agreement, to tt te esteat allowed by governing law, the defaotling


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


of the mortgaged or secured pmperty prior to sate, any available right to ste y execution or to require a marshaling of assets


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


hereby grantn no the other parties a power of sale as to any property that in subject to the lies and aecority rights granted


Isereunder, such power to b e esercised is the manner provided by applicable law or otherwise in a commercially reasons ble


manner and upon rennonabie notice.


Each party agrees that the other partiea shalt be essilt ed to utilize the peovi nions of Oil and Gas lien law or other lien


law of any state in which site Contract Area in situated to enforce the obligations of each party hereunder Wittroua limiting


attn generality of the foregoing, to at cc eaten I pertnaitsed by applicable law, Non’Opcraaors agree that Opeeaaor may invoke or


utilize the mechanics’ or materiatmen’a ties law of the snare in which the Contract Area is situated in order to secure the


paymeni to Operator of any sum due hereunder for services performed or materials nopplied by Operator


C’.,d, tones’. Advaneeme’ts of etsintaled costs atsatt be in accordnnc wi’Ili Article XVI.C


Or..,,tr, or its J,,,,tia.., shalt ls,,’,,a ho :g)t fe,,. ti.. Ic time I” ,L,...a.,d snJ .,,..‘.of,p,, s,,o a. n.e af the ath..


r11 ,ned.,.no,,,fth,’,,,,,_,.cu.a.h,..,,,,,,fth.,,.r’,mst,.d


heeeade—’dwi..gth,,n.,l.J.’i.w th,’’fii.:ghtmayhe—’s..,,in.4a..lybysub...in.,ir,ta_.h.oab,,rtysr,,.


itcmi.ed nm,cmpt of as_oh climated espenne. tag:tbe ‘th sa in’. oee for ion utssre thereof Eseb Lrh clatcmrnt sad in’. jet


for—lb.--peym..os—4o—-sd.t.. r” .ti..,.t,J “ooilb,.msb...io,,dr.”ebre, ihe’Oth4yofth tp...cdi..g...r*.


.Ji,,,,,t,,...d


i,,’.,,ra in,.a.,’..J. ti an; ‘sOY fJln I. ,sy ion Its., of ,sij ..oL..,to ‘‘ithi.. ‘.ijti,,,s, km ama.o.,t Ja. josh Lao. intg.,nt sn


peo.’id_d in Eshibis ‘C’ until psd Peop_r edjs_nam.tr ahsii b mnd muatht, b_tv.... ad_cm ad actual pus.. to rL. ,.d


dssro.,,,h,.rty.’snJlb.,,,t..d,,yiL,.,sernir,ste.hs..of.,.wsto,.,a.ui,.ou,,.d,_.J ,.0,..


B. Defattits and Remedies:


If any party fails to discharge any financial obligation under this agreement, including ssiahout limitation the failure to


make any advance under ‘‘
,


di . Articte4cD,G XVI,C. or any other provision of this agreement, within the period required for


such payment hereunder, then in addition to the remedies provided in Article VII B or elsewhere in this agreement, the


remedies specified below ahnti be applicable. For punposes of this Article Vtt B, all notices and elections shalt be delivered


41


32


43


44


45


36


47


31


39


50


St


52


53


54


5$


56


57
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59


60 I
61


62


63
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66


67


68


69


70


71


72 I
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I only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator.


2 and when Operator is the party in default, the appticabte notices and etectiont can be delivered by any Non-Operator


3 Election of any one or more of the following remedies shalt not preclude the subsequent use of any othee remedy specitied


4 below or otherwite available to a epp-defastting party
pan reqsesl by nsy party, Operatar sins11 -


5 I. Sumen stun of Rso bIn Aay—paeny—auey— toeltvtr ttt the pany tn detaull a Nottce of Default, whsch shall spectfy the default,


6 specify the actios to be takes to cure the default, and specify that failure to take tuch action will result in the exercise of one


7 or more of the remedies provided in sttis Articte If She deftult in not cured within shiny (30) dnya of the delivery of such


Notice of Default, all of the nights of the defaulting party granted by this agreement may upon notice he suspended until the


9 - defsull in cured, without prejudice to the night of the non-defaulting ptrty or panics to continue to enforce the obligations of


10 the defaulting pany previously acemed or thereafter tccming under this agreement. If Operator is she party in default, the


It Non-Operators thall have in addition the tight, by vote of Non-Operators owning a majority is internal in the Contract Area


2 sfter excluding site voting interest of Operator, to appoint a new Operator effective immediately tte tights of s defaulting


3 party that may be suspended hereunder st the election of the non-defaulting pnrtien shall include, without limitation, the tight


4 to receive information as to any operation conducted hereunder during sIte period of suctt default, the tight to elect tst


S participate in an oprration proposed under Article VI U of this agreement, the right to participate is an operation being


to conducted under thin agreement eves if the party has previously elected to participate in such osemtion, and the right to
17 receive proceeds of production from any well subject to this agreement.
Is 2. Snit few Dampen, Nun-defaulting panics ur Operatur fur the benefit of non-defaulting panics may sue (at joint


19 accsunt expense) to collect the amounts in default, pl us interest accming on the antounts recovered from the date of default


20 until the date of collecnion an the rate npecifird in Ethibin ‘C’ attached hereto Nothing herein shall prevent any party from


21 suing any defaulting party to culled conuequeatial damagen accrniag to nuch party at a result ofthe default


22 3 Deemed Non-Consent The non-defaulting party may deliver a xvritlen Notice of Non-Consent Election so the


23 defaulting psny at any time after the axpiratiun of the shiny-day cure period following delivery of the Notice of Default, in


24 which event if tile billing in for the drilling a new well or the Plugging flack, Sidetracking, Reworking or Deepening of


25 well which is to be or hat been plugged as a dry hole, or for the Completion or Recomplelion of any well, the defaultieg


26 party will be conclusively deemed so have elected not to participate in Ihe operation and to be a Non’Consentirg Puny with


27 respect thereto under Article VI B or Vl.C , as the case may he, to lhs extent uf the cotta unpaid by such puny,


28 notwithstanding any elects’on to participate theretofore made. If .1 ,oti r -- ,, In cm” nndt.—41.is—re4eiaax---h.ut—-N.e


29 non dS,Jtn5 paiL ma, n—I i__tt, _,o It, thu atpJd ,,,,,,,nt I,, AneL ‘‘11.0.2.,


30 Unlil the delivery of such Notice of Non-Consent Election to the defaulting party, surit pnrty shall save the tight to cure


31 its default by paying itt unpaid share of costs plus interest at the rate set fttrth is Exhibit “C,’ provided, however, such


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


33 dcfaulning panics an a result of the defnull. Any interest relinquisited pursuant to thin Article VII 0 3 shall he offered to the


34 noa’defsultiag psrtiea in proportion to their interests, and the nun’defsulting parties electing to participate in the ownership


35 ofauch interest shalt be required to contribute their shares ofthr defaulted amount span their electitin to participate therein.


36 4 &IxsnccJ!aaaticat If a default is aut 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


3t party of ouch defaulting party’s anticipated share of any item of expense for which Operator, or Non-Operalura, at the cane may


39 be, would be entitled to reimbursement under any proviuion of Ihit agreement, whether or not such expense wan Ihr subject of


40 the previous default. Such tight includen, but is sot limited to, the tight to require advance payment for the estimaned costs of


41 drilling a welt or Completion of a well as to which an elects’on so participate in drilling or Completion has been made. If she


42 defaulting puny fails to pay the required advance payment, the non-defaulting parties may puraue any of the remedies provided


43 in the Article VII 0 or any other default remedy provided elsewhere in this agreement. An y excess of funds advtnced remsining


44 wttrn the operation is completed and alt costs have been paid shall be promptly returned to the advancing party


45 5. CasIo and Attmntevs’ Fee,- 1n the event any party is required to bring legal proceedings to enfttrce any financial


46 obligation of a party hereunder, the prevailing party in such action shall be entitled I o recover all court costs, conts of


47 collection, and s reasonable attorney’s fer, which the lien provided for herein shall alao oecurc.


48 E, Rentals, SItitI-jo Well Payments and Minimum Royalties:


49 Rentals, shut-i n welt ppymcnta and minimum rovsltirs which may be required under the tennis of any kate shalt he paid
Opera sr lsr sIte joint aecqinI urJjt pstiea hcrelo. Qpertor,E3aII bill tIne parties Iterelti fur Iheir proparlituna Ic share of


50 nIl inset ass ysitenis in accordance w I lIre a 4 allnc eq as bttisbsl ,, ,


SI
by the r party or parties who subjected ouch lease to this agreement ,,tstn ad.,, ‘‘r”’ In i’


-- ,,t t-.-- .i-’,,,, s C p,rti_,


_“-nsdL-._o_,,L;b_taJi_L,.tninth_,,,olanI_thia_5,__,att,_uhpni..yd,i,ata._,__f.hpart._.lo


maLe auid p—ym,,.t. fs, and an b_half af all - -‘h ‘1L Any pan y may request, and shall be entitled to receive, proper


evidence of all such payments In the event of fsilure to make proper payment of any rental, abut-in welt payment or


minimum royalty through miutake or oversight where tucti pa yment is required to continue the tease in force, any loon which


I results from such non-payment shall be home in accordance with the provinisna of Article IV II 2-3


Operator shall notify Non-Operators of the anticipated completion of t otsul-in welt, or the shutting in or relum 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 pennitted by circumstances, bun assumes no liability for failure to do so. In the event of


60
failure by Operator to so notify Nun-Operators, the lots of any lease contributed hereto by Not-Operators for failure to make


SI
timely payments of any shut-in well payment shall be borne jointly by thin parties herelo under the provisiona of Article


6’
IV.B 3


F. Taxes’,


63
Beginning with the fires calendar year after the effective date hereof, Operalor shalt render for ad valornm taxation alt


65
property subject to Ibis agreement whicis by law should be rendered for such taxes, and it shall pay all such taxes aotesoed


66
thereon before they become delinquent. Prior to the rendition date, each Non-Operator uhatl furnish Operator infutnnation as


67
to burdens (to include, but not be limited to, royalties, ovent’dieg royallies and production payments) on Leases and Oil and


Gas Intereans contributed by such Non-Operator If the assessed valuation of any Lease is reduced by reason of us being


69
subject to outotanding cscean royalties, overriding royalties or production payments, the reduction in ad vatorem taxes


resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shatl adjust the charge to


7
such owner or owners so as no reflect she benefit of such reduction If the ad valorem taxes are bated in whole or in part


upon aeparale valuations of each psrty’u working interest, then notwithoandieg anything to the contrary herein, charges so


the joins account shall be made and paid by the parties hereto in sccordance with the tan value geserated by each party’t


working interest. Opersnsr shall bill the other parties for their proportionsnn ahureo of all tax payments in the manner


provided in Exhibit “C
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I If Operator cotsiders any tax aoneoament improper, Operator may. at its ditcretion, proteti within the time and manner


2 prescribed by law, tad prosecute the protest to a Gnat determination, unleso att panics agree to abandon the protest prior to Gnat


3 determiattios During the pendency of administrative or judiriat proceedings, Operator may elect to pay, under protest, alt ouch taxes


4 and aty intereat and penalty Wtten any such protested asoesoment shall have been fiottly determined, Operator stia It pay the tos for


the joint account, together with any intercat and penalty arenard, and the total coat that then he asneosed agai nat tlss panten, and be


paid by thrm, to provided in Exhibit ‘C


7 Each party ahall pay or cause to be paid all production, severance, excise, gathering and other laxes impotad upon or with respect


to the production or handling ofauch pany’t nhatt of Oil and Gas produced under the iemto of ihio agreement


9 — ARTICLE VIlt,


to ACQUISITION. MAINTENANCE OR TRANSFER OF IYPEREST


II A. Surrender of hastes:


12 The Leases cenered by thin agreenrent, insofar as the embrace acreage fl the Contact Axes, shalt nor be surrendered in whole


13 or in porn ueleun oE panics consent therein


13 However. should any pony desire to taneade to interest in any Lease or in any portion thereof, nuch puny thall gi vewr’oen


13 notice of the proponaf surrender to .3 panien, and the parties to whom such noeice is delivered shall hove shiny (33) daya after


6 delivery of the notice within which to notify the party proposing the nuneeder shether they elect to connent thereto Failure of a


I? party to whom such notice in delivered to reply within naid 30-day period shall cocolitute a consent to the surrender of the Leases


It described in the notice. If all panics do not agree or consent thereto, the party deuiring to aurrender thnlt atsign, wtthouun express or


19 implied warranty of utte, all orion interest in tush Lease, or ponion thereof, and any well, material and equipment which may be


20 located thereon and any rights in production thereafter secured, to the parties non consenting to such surrender If the interest of the


21 anoigning party is or includes an Oil end Gas Intesesa. the assigning peny shall esemate and deliver to the pony or parties no:


22 consenung to such surrender an oil and gas tease covering arch Oil and Gas Irnerest for a Inn of Oct II) year and so long
a mpIutIy .ercrnbjr farm.


23 thereafter as Ext and,’or Gas it prmitced from the toed conned thereby, such 1mw to be on’ ffie—toms—swan+eii’lvea1t. a It .1.1 .t


24 I Upon roth auticanient .. t., the assignieg party shall be eli eyed flon oil thligatiocs thareafter arcrjirg. bus nor theretofore


25 termed, with respect to the interest assigxoml or teased and the operston of tny well amib-,atable thereto, ted the assignutng party


26 nhali has’, no fur.ha in:erest in ha sasigeed of leased prmshsn ted its eçaiptireet and prnduuito. niber t°’sr “c r,s3&him rrai. cii


27 in—.ny-3..s.-’mod. ad.. the I 5 1 thic An14÷ The pony ansigntee or lessee ahalt pay to the party aaoignor or leasor the


1s reasonable salvage value of the latter’s interest in any welt’s salvable material n and equipment attributable no the aasi gned or tested


29 acreage The value of alt salvable materials and equipment shall be determined in accordance with tite prosisiont of Exhibit ‘C,” lens


JO the estimated cust of talvaging and the estimated cost of plsgging and abandoning and restoring the surface If nh ‘.pi’ a is


31 ut.. . ‘man, th,.. th. pan, sastsr is Inner “‘“ p ‘‘l..r..fl’,’ ....ign.... or l,.ou,. th. amount of m.h J.faow If nhe


32 astignmenn or lenae is in favor of more than one party, the i merest shall be shared by such panics in ttte proportions that the


33 interest of each bears Is the total macrent of all such parties If the interest of the psniea to whum the aani gnmenn is no he made


34 varien according no depth, then Ihe inlrrest assigned shall similarly reflect such variances,


33 I Any assignment, lease or nunender made under this provision shalt not reduce or change she asaigno?a. Ieee,.—or surrendering


36 party’n interest ns it was immediately before the astigsment, leaae or sunrender in the balance of rite Contract Area, and the acreage


37 assigned, leased or nurrendered, and subsequent operastosu thereon, ahall nut thereafter be nubject no she terms and provisions of this


3n sgreement but shalt be deemed subject to an Operating Agreement in the form oftltis agreement.


39 II. Renewal, er-Eslenslon or Act1 itinitt’ss of Lenses’.
(whirl! slipll include renewalq tnd esornpissisj


40 If any party seqntren our al ‘‘‘2r t.nnt,.,.t of, an Out and loan Lease Ian lands or Interest wilIlin ttte (ontract Area


31
.,ah, .‘-‘ I, Liii, 53 “.0, then all other pantes


ahsll be notified promplty up on such acquinition or, is the case of a replscement Lesse taken before expiration of an est‘sting Lease,


promptly upon expiration of the exianing Lease The panics notified shall htsve,the right for a penipd of tirty (30) days futtossing
43 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ,


acosousrrd, Oti n ‘itt (‘no
delivery of such no lice in which to elect to participate in she ownership sif lie I rmwwol.ow’eetdoeanaoeari I Lease, insofar as such Leone


affects lands w’ittsn the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost


allocated to that part of sucit Lease within the Cnnimct Area. which shall be in prsips’ni on to hit i mere t held at that lime by lie


panics in the Contract Ares Each party who participates in the purchase of nW?tZ wion. asd(9syeasc thall be given an


toni pam ma of its proportionate interest tltrrei n hy th eacqsin’ ng party
4t . . . . srqtnre d, Oil and Gas


If some, hut less than all, of she parties cites to pant cipste tn the p urcltase of an I reawwol—oo—veplsoemeoi / Lease, 1 thaI I b eusvned


by lie parties who elect to panici pate therein, in s ratio based spot tie relationship of their respective percentage of panici paaon in


the Contracn Ares to the aseregate of the percentages of participst)on in the Contract Ar a of all parties participating is lie
SI - . .


, acquired, Oils. C.’
purchase on auth renewal or replacement Lease. The acqassuntsn of an / .. . ept ti se ty any5pr all s the panien hereto


that roe cause a readjustment of the interests of the panics stated in Exhibit ‘A.’ ban snx ‘J . re tnrn ?Leaa cit which


tess than alt partes dee: to participate sholi am be subject to this agreement but that be deemed sub)ee: to a teparate Operating


Agreertscnn in the forts ofthis agreement


If the ie.tereus of the purees in the Contrso Area vary according to depth, then thair right to participate proportionately in
56 , Oilançart.a . . . ‘ —


acquired. r,n. at r r,I ,,‘..,.., 5 / Lenses and thor nght i sreceivear, icnmet of interest uhall attn re:iect nurfid ep:h ‘an ancru


The pmvioionn of this Article shil apply to eeo4.—wsesvmsi9te°es whether they are for the entire mere ucoveaedby


the expiring Lease or cover only a pqnit’n o fins area or an interest therein Any renewal or replacement Lease taken before the
59 ‘ , . Qil aild Gsa ‘


expiration of is predecessor / Lease, on tah en or contracted for or becoming effective wi thin six (6) months after th eespirali on of the


6
exisung Lease, shall be subject to this provision so tong as this srermerL is in efTec en he time of such acquioi:iot or at the time


6’
the renewal or replacement Lease becomes elTecuve, hut any S ta nt or contracted for more than six (6) months often the


expiration of on aishne Lease shall not be deemed a nets esea I or replacement Lease and shalt not be subject no the provisions of this


a greets eon
54


Tbr pros i starts in tIns Ltcle antll also be sppltcsbte to ex tensi mis of Oil and Gas Lenten


- C Acre, gear Cuab Coniriliutions:
56


67
“bite this erreerntestt sin force, if any party cnntraon for s contnbutiou of cash towards the dsitlhng of a well cc any other


60
operstion on the Contract Arcs, such contribution shalt be psid to the psny who conducted the dnhling or oiher operation and shall


69
be spplicd by it against itue coat of nsch drilling or other operatios If the contribution be in the form of acreage, lhc party to xshum


70
the contribution is made stuatl pmmpnly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the


proponiona said Drilling Panien uhared the coat of drtlling she well Such acreage shall become a separate Contract Area and, to the


extent possible, be governed by provisions identical to this agreement Each pony shall promptly notify all other panics of any


acreage or cash contributions it may ohtain in asppon of any well or any other operation on the Contract Area The above


provisions ahall also be applicable to optional rights to esm acreage outside the Contract Area which are in auppurt of well dritled


innide Contract Ares.
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I if any party contrncso for any consideration relating to disposition of ouch party’s share of substances produced hereunder.


2 such consideration shall non be deemed a contribution as contemplated in thin Article VIII C


3 0. Amigo Intent Maintenance of Uniform lanterns:


4 For the purpose of maintaining uniformity of ownership in she Conirnct Arcs in the Oil and Gnu Lenses Oil and Gas


5 Interests, wells, equipment and production covered by thin a greemenn no party shall sell, encumber, transfer or malt a other


6 disposition of its interest is tht Oil sod On Lenses and Ott and Gas In lerests embraced within the Contract Area or in wel Is,


7 equipment and production unless nuc h disposition covets either


I - the ennire innrrest of she party in all Oil and Gsa Lease,, Oil and Gas Interests, wello, equipment and production, or


9 an equal undivided percent of the party’s present intenent in atl Oil and Can Lcaset, Oil and Gas Interests. wet In.


10 equipment grid production in be Cantmcn Area


II Eve0 tale. esnambrance, transfer or other dinpasinion m.nde byan y puny shell be made expresnly subject no this agreement


2 and shall be made without pr&udice no she right of the ocher ponies, ar.d ary transfcree of an ownership interest in any Oil and


13 Gsa Lease or Incermu thai be deenned a pnfly so this agreetnern as to the inteeesn conve ml from and after she effective dane of


the tsannfer of ownership, provided, howener, than tm ocher pansies shall net be required to recognize any such tale.


IS encumbrance, transfer or other disposition for any purpose hereunder until thirty (303 days after nhey have received a copy of the


lb instrument of nrannfer or other antinfnc:ory’ evidence thereof in —siting from the transferor or trannferec No assignment or ocher


17 dispositiocs of r,terem by a pony ahall relieve such pony of obligations previecnnly incurred by such party hereunder with rnpccn


It to the interest tmnnfened, including wittnrast limitation she obligttion of a party to pay ill costs astribunabte so an operation


9 conducted hereunder in which such party has agreed to participate prior to makieg such •nnignmem, and he lien and secunny


20 interest toasted hy Article VII to shall continue to burden the interest transferred to secure pavrtnatn ofany such obligations


21 If. at any time the in:aest of any pony a divided among ned owned by four or more co-own en, Operator, at its discretion.


22 may require rjdn on—ossnen no aplsocn a tingle trustee a agent with full autttnrty no mmnve rosters, approve eapend:tuecn.


23 receive bump for and approve and pay such party’s share of the ;dnt esponum. and to deal gaeraiy with, and with power to


24 bind, die ro-owtnms of such party’s interest within the scope of the opntionn embraced in his agreement, however, all each co—


25 mmcm shall have the sight In tiler into and eteaste sIt contracts or agnetnnmnn for he diaposi ion of th& r respective shares of


20 the Oil and Can prodttced faust the Contract Area Lid hr absO have Ihe sight no receive. separasdy, psvmeni of the sate


27 proceeds thereof


2n E. Waiver of Rights to I’artilion:


29 If pcnninsed by the tows of the state or stases in which the properly covered hereby in ltscated, each party herein owning an


30 undivided interest in the Contract Ares wtives any and al I sighnn it mny have to partition end have sen aside so it in scvcralsy its


31 undivided i nseresl ttnerei


31 I F,—Pnfenuiol.W4irht L P’s. theses


33


34


35


36


37


35


39


40


41


42


43


44


45


B (Optie al. Ch..t’ ahfr


Chodld rljd...,t.Jlailer5n).3nf:tt’4fiftettti..thintsi...enl,”.iu.;htnand;..L.aListLaCashees


,.._.., itthtila..e..pdyi.s’’,fl..n....t_t”s..’F._r..n.__, ‘.‘.ithfLltisf.,,,,.,_t.,n iL5.a1uJd5,,,,.siai, .1_h


ahJt:sidsthasanaand_id.nJthap.pmsi’.o’.,_f,._ (,‘.ho...sslh.. dy, illisguei..bLIo.rsl._j,th_1,.s.aL_.


rue, — In,. l’m—.:,si —i “‘qiei.,ni to idontif, the pn,-ai;. and nIl ocher nenus of the olTe,”—4i.”edeepert4es—s4ia44-’e4eeo-’iiest—sw


optional prior rips, ft. a r..,;ed of I,,. (l°l “aye ant. sh -son-— i dJiv_d, no purahaa for the atat_d oaosideratistas—on—ilte


s.me—.oer,,.nand..,..dul:n,,,,th,,st.,,.,J .,hJtnh,tL,, r> I.. sell; and, if thin e,,sie.tl .ialtlint.tii_Jt_*he


...._hai:..st,..rsi.ahail..b,,,sth..au.ehse.,dirt...nstiiF.rrovar:_._”snth :nt.sj.hb,,....tihrtjellnie.,saj_J


tr”h i..0 ri:... II....., th_.. dvii be
.._


p_f__s.d .lghI a r.,..ls.nn i. tho.,. a...,. “ h,,,. any _rty 4th.. to .si..n,,


In interests, or to renal.., lists to its”imeeesls’4a’41s ‘1rr i.. lieu of sr rjfltit5t 10 frrcelaaun of a mongae of ita int.....u,


a. no ‘p.. — a it, interests by mnx.s. eroroaintion. ..,,.jlii ion, et— hy nile of dl e. ,ubsnandally all an IL “II a c. an_cia


to any ptnm, e. hy Leasfor—of—i44-’ifilnots—lr — suhd;,.,, ,r._.t ee,.np_n, a. too uuhtidisty of a parent eotspes,, 04 to


46 ARTICLE IX.


47 INTERNAL REVENUE CODE EI.ECTION


45 If. fur federal income las punpoura. thin agreement and the opcmsions hereunder are regarded as a partnership, and if the


19 parties ttave sot oshenvise agreed to fort,’ a as-s panorethip puissant lo [vhitsit G” or other agreement between them, each


50 party thereby affected elects to be escioded from the application of all or the provisions of Subchapner’K. Chapter I, Sahittle


SI •A. of the Ictemsi Rn-moe Code of 956, an amended CCode as pennined and authorized by Section 761 of the Code and


51 the remalasons promulgated thereunder Operator is authosied Lid directed 10 exemslc en behalf of each party hereb affected


53 such evidence of thin election an may be required by the Secretary of nbc Treasury or the Uni:ed States or the Federal Internal


54 Revenue Service, including specifically, bus nut by way of imilalion. all of she returns, statements, and the data required by


55 Treaauey Rewaatici 11.761 Should there be any requirement that each puny hereby affected give Path er evidence of this


56 election, etch such party shall esecute such doosmentt and furnish such other eviderce as may be required by Ihe Federal Internal


57 Revenue Service or as may be necmnsy to evidence Ibis election No such party shalt glve any notices or take any other acton


55 inconsiateet svish the election mtde hereby If any present or future income tat laws of the slate or anates in which the Contract


50 Area is located or any future incosste tax laws of she United States contain provisions similar so those in Subchapter K,” Chapter


60 I, Subtitle A,’ of the Code, under which an eectiun similar so than provided by Sectiaet 761 of she Code in par, inc-i, each party


SI hereby affected shall make such election an may be ptcnnirtcd or required by such lawe. In making the foregoing election, each


62 tush party states dig the income derived by such party Own operations hesr.tnder can be adequately determined svithous the


67 computation ofunnership tasnbtc income


OS ARTICLE N.


65 CI.AIlbtS AND l.AWSI.’aTS


OS Operator may mule any single uniesscred bled party damage claim or suit arising from operations herestedor if the espcndtture


07 I dues not exceed rIfle Thnaaand •ad NolloS Dolltnn IS 54000,00 sand tf the payment is in complete tettlument


sin of such claim or nuit If the amount required for settlement esceeds Ihe above amount, the parties hereto ahati attume and lake over


69 the further handling of she claim or suit, uni eta nuch auttsod ly is delegated to Operastsr All costs and expenses of handling settling.


70 or otherwise diacharging such claim or aunt shalt be a Ihe joint espense of Ihe panics panicipasiug in the operation from which Ihe


71 claim or suit sriscs. Ifs claim in made tguinss any party or if any pony in sued on accouni of any maser ariting from operations


71 hereunder over which such individual han no control because of he sights given Operator by this agreement, such party shall


73 iqispediasely potjfy 411 other jrartien, aqd ttte claim or suit tsall be Irealed an any other claim or suit invotvipg oppratiopo hereundce All
Ut slvsn g title to any macread ubject to I ton Aereemenl shall be Irealed as a ctalm or aliti agaloal all parties Itereis.
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ARTICLE XI.


2 FORCE MAJEURE


3 If any party is rendered unable, wholly or in part, by force majeure to carry uul its obligations under thin agreement, other


4 han the obligalion 10 indemnify or make money paymenls or fumiuh uecurity, lhat party shall give 10 all Olher parties


$ prompl written nouce of the force majeure with reasonably full particulars concerning it thereupon, lhe obligations of lhe


6 party giving the notice, to far as lhey arr affected by the force majeure, shall be suspended daring, bun no longer ahan, the


1 conli nuance of the force majeure. The term ‘force neajeure,’ aa here employed, shall remIt act of God, strike, lockout, or


8 other indautrial disturbance, act of the public enemy, war, blockade, public riot, e, storm, flood or other act of


9 nature, explosion, governmental action, govemmentat delay, reutraint or inaction, unavailability of equipment, and any other


tO cauuc, whether of the kind specifically enumerated above or otherwise, which ia nut reasonably wiattin the control of the party


It claiming suspension


12 The affected party strati use alt reasonable diligence to remove tie force majeure situation at quickly no practicable. The


I) requirement that any force majeare shall he ramedied with all reasonable dinpatch shall not require the nettlement of strikes,


14 lockouts, or other labor difficulty by the party involved, contraty to its wislten; ttow nil such difficulties shall he handled shall


15 be entirely within the discretion ofthe party concerned.


ARTICLE Xli.


NOTICES


Alt notices aathodred or required between the psrties by any of the proviaiona of this a greeme on, unleus otherwise


specifically rcqtidcd shalt be in writing sod delivered it person or by United States mull, courier service, telegram, Idea,


tatecopier Yor any olher form of facaimile, postage or charges prepaid, and addresoed to such parties at the addresues listed on


Exhibit ‘A.’ All telephone or oral notices penaitled by this agreement ohati be confinned immediately thereafter by written


Notice (oral nolire wilt polite considered vaiit notice ntnIe writlen çopfir.qaatipn in received whIt to fttrty.eiet.l (4)) tours of it’d,
ttral notice) rae ongtna ttng nuttce gt yen under any provtot on sereot shall be teemed detrvered on ywttctt recctvcd try tie party Itt


whom ouch notice ia directed, and the time for ouch party to deliver any notice in rexponse titereto shall ma from ttte date


the originating notice in recet’ ved. “Receipt” for paaposes of this a greemenn wittt respect to written notice delivered hereunder


shall be actuni dativety of nbc notice Itt Ijia addrest of the party to he notified specified in accordancewith this agreement, or
em atatidresa


to the telecopy. facstmtle, oc-4eles m actttne I ti suc It party Tttetecon d or any resp onorven ontee strati ha deemed deitvered when


deposited in ttte U0iled States mail or ni itte office of the courier or telegraph service, or upon tranumittal by telex, telecopy.
or tiltstt address . . .


*w—racstmtle,/ or when person ally dettvered to the party to be nottfied, provtded, atrat wtten response to required wtthrn 24 or


I 48 tours, such response shall be given orally or by telephone, telee, telecopy. etnait or utther facsimile within ouch period Each party


shall hove tite right to change its addreso at any lime, and from time to time, by giving written notice thereof to ait other


parties. tf a party iu noi available to receive notice oraity or by telephone wlten o party attcmpta to deliver a notice required


no be delivered within 24 or 4S hours, the nuaice may be delivered in smiting by any other method specified herein and strait


be deemed delivered in tlte tame manner provided above for any rexponsive notice.


ARTI C’LE Xl t I.


TERM OF AGREEMENT


‘Utia agreement shall remain in full force and effect as no dte Oil and Gas Leases and/or Oil and Gas Interests subj eel


hereto for perloØ of tin (6) mootlti gIler tlte ta Oil and Gsa I,coae, or eatent ion or renrw gt ttte,eof. witltin it,e Cqnlraet 4reo
orb termmnnued. the pert..a _l Itt .J,,_l,.d hal,”’; prw.idod, hue, er no perty hereIn shell a’. a’ he euaotm,.d as h.’rt..g a..y nbht,


oehterei a,. Lan,’ Loan —‘ o;l and Cat tnt_st ennmeihatJ h,.,.., ,,th.. to, b _,,.. d lb. I,,... ,,fthi mIt


__—eortintricte.g,arye’woo:ia,.dCeoL..,.,,i.bj_mtathin,,__,..,t .,.,,t,.__nt:,_J’.n


force so to any port of the Contrat’t-Aresrwttethcr by prejLetion. , ec. ‘‘al o. othcn,S_.


Dprtinl”r2 tnth_...’,,,tth,,s,’jldeso%b.d—inett’t \‘t,’,a.a_;.ub,a.._t’’Jlddtitdusderanypro’,inion


ef thin egccnntnt, rc,t.lu is the Cemplrtiun of I s.dl en — ._it oupahi, af p.adLoti—1 at “:t -..&‘e C— i ..rY..B


,,t,atdti,.,,thL,5,,,,.-,entshtil.,,,.lisuainf aL,5e.t.a,oh’’iiL.spahl._fp.oJ..rL..,....dfo._a


.ddit;_..aip_,:,d,f_Ja,_th.,,Jl_., .:‘d,h—_.. i”,p.n lath,r,,li


,Jdilie,ti _,:ad. o.,no,,,r,. af list perri._.h_.moa,__,5a5d in J,3iinal, fler,,d,t5, D..e...:_o. Eid.tou_ki_w


Piu6gn4 Bad., lenin5 or attmnpliug “ nmpl_t.. a, fit oomrl_t a v,’ ‘I tt. h__an icr, thin urccmctt nitell


ucqtti.ut i, f,.,,_ aid eu_h ha.’. h_._ anJ if proit_miot n.,alta h__from, th_ gr......_nl


sh_llto..b._einft.__L.r._.,d_4h_,_,,. lath... ttha”_llJ_._.h.dit,’.rti.la’,’t.,5..,,, ,,n,,..bs._ent..il


d.;ti4 h. etatd ..,._ ,.aitn is 4.; kin, end a, ,._i1” h’ -:g Oil satd,’ar Ca. f,o.,, tht


a, a t.,.., .__, ut., .........s tneti I tent usimIt J..tttn, U.’_.mIt..4. ,t 5)05, L ,,,.pt.Ln5, II,.


eomplrtit5, Piaggiog Back or Rr’mhin5 operadean me e.mmeaed x.thi.. t,y. from’41t


“‘ of h_,.”nan...’ af ,01a ‘,‘baj.,,..._,.t’ ft .a_h ,Jerccea shall mean either Ii) t dcctnn hy all parti_n


not to c endaci my farther ep craliont on the v.Il cr (ii) th. .la..n of ItO 4., — fro... abs aw.doet af e..


opee.ti.,.t n. tht ‘‘.11,’’ hithu.., fi.,t oca...


The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any


remedy therefor which tao accmed or nitached prior to the date of ouch eermination.


Upon termination of thin agreement sad the satisfaction of all obtigations hereunder, in the evena a memorandum of thin


Operating Agreement has beet flied of record, Operator is autttoriccd to file of record in all nrc000aty recording offices a


notice of termination, and each party hereto agrecu to enecuae such a notice of termination as to Gperatot’a interest, upon


request of Operator, if Operator has aaaisfied all ito financi nl obligations.


ARTICLE XIV.


COMPLIANCE WiTit LAWS AND REGLtt.ATIONS


A. Lawn, Reatita lionsa od Ordert:


This agreement nhnli be subject to the applicable laws of tIre state in which ha Contract Area is located, to the valid mica,


regulations, and orders of any duty constituted regulatory body or said state; and no all other applicable federal, state,


and local laws, ordinances, mIen, regulations and orders


B. C overning Law:


Tttio agreente,tt a,td alt ‘tatters periaising tirrelo, inelm,di tsg int’l nnt limited in matters of 1terfor,nance, ton


performance. hreaelt, retite dies, proeed itres, rigitto, d ‘lies, a id in terttrein Ii oti or eonslrstet istt, olnalt tte governed a sli


determined tty itt e law of Itt stale in wit iclt Itt Contract Area is lam tetl. If tlte Cool raci A rca in in iwo or more sIn in,


it,e law or tt,e slate of Idol’s sisati govern.


C. Rrgmtlotory Anenries:
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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, privitegen, or obligations which Non-Operators may have under Pederal or niate lawn or under rules, regatntnnns or
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I orders promulgated und Cr such lawu in reference to oil, gun and mineral operations, including the location, operation, or


2 production of well,, on tracts offsetting or adjacent to the Contract Area


3 With rasper’ to the operations hereunder, Non-Opctators agree to release Operator from any and all lotsrs. damages


4 injuries, claim, and cauaea of action atiuing out of i trident to or rrss ti eg directly or indirectly from Open ‘sr a interpretation


5 or application of wtes, rulings. regatetionn or ordern of the Depanmest of Energy or Federal Enrrgy Regulatory Commission


or predecessor or rjccesaor ngmces to itt estertt such inteqrsetalion or applicarioct wet made in good faieit and does no1


7 cnotute groan negflgence Each Non-Operator farther agrees to rrtmhorse Operator for ouch Noe’Opcrator’a share of


3 production or any refuttd. rise, levy or other governmental sanction that Operator may he required to par as a result of such


9 an incorrect interpreuson or app3catstot. togerher with interest and penalties thereon owitrg by Operator as a result of such


to incorrect ieteqrretation or .ppticabotr


ARTICLE XV.


12 MISCELLANEOUS


13 A. Etecittion:


4 Thin sweanest shsll he histhsg 5 pat each Non-Operator when this agreeon eon or a conotrnpan thereof has bees


II esecuted by such Non’Operator and Operator notwithttaeding that this agreement in not then or thereafter nerated by alt of


to the pasties to which it is ordered or which ate litted on Exhibit ‘A’ so owning in interest in the Co.tlnct Area or which


Is
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own. is Thea, ant intenes ic the Cucarset Ann Orer.tor —, h. or. b, inlet, asic,, to all P’s., 0, ...non ..hn hate


h_,,,...ubm,.,Jbth,,.,0......_,.tatefn,es,,.d5..... nI._.,im_rt4ee’lott,.__malarJi1anj,.’tttL,il;al’.9’jtbjti,.. a


a5reenn.,.5SO,...’.. n’ di.ornttd_tennn.utl.atth.,e,.jffia..’,..,nii._t.i..jrtif,,,.,,,.,.,,._,,._,.t.,f


a.:tprg_.ti,... Lthnr.-_,lpfeu.hat....i..itio,.I’yO_._Ior,allfjnherthligaaio..t_fthaaneahenu....nhjI.m.t


I, S ,a)t I... ms Is th, j,nt any Non Opnsoo—4sas—e4’ a,. .. prsp.id any then of dnillin5 —, athor onsta


horeunder, all —‘ma a, ad’. .,,.n.d ,h-tI b- r_Wn.d ta ua,,lt N,,,—Operatee ‘ thu i,.L.,,ut L. tht . mu Opnt,. ‘r ro.,..d.


wish dchhhws”epes4ioes—fot—-4he—Isiuiai—Well—whhseoa—4w—etmeer.. h...__.f by ill ,..._ort, lSt_d .... E.,hb3 A’


e,r,,nt,ontin5nt,.....tinuanh’’.,l!05..-tn.A..1t..J...., f,N..,01_.,ta..”th..,g.aitoalt....aai..ara,.,Jfsvth,


Initial “.11 ‘ -h s_ph ha., b_on chorded to ouch partn J, I.. hi. —gr enl if such pms..n had .,.ee.aJ—dt_ satne and


Op_rator shall re_-c dl r...,s.., ‘‘ftinh s..ald h— a be_n e_t’. by tucds’pecsersusuhec”ihis—.grtomtns—4f unh ._,, s.. h.d


eweeuied4he.amnt-


29 it. S ticeesnorn and Aanigsn:


30 This a greemett shall be binding upon and shall inure In tsr benerit of the panics hereto and their respective hei n,


31 dcvi seen, legal representalises. successors and assign’, and the term a hereof ahntl be deemed to run with the Leases or


32 In crests included wthis the Contend Area.


33 C. Cosinleeps CI,:


This inutrument nty be etecutmi in any flu mba of coantespans. each of which s5ati he cossi.ierod an onigtr.al for all


purpolen


35 0. Snerabilit.:


For the aiqsoses of asauming or meeting this agreement as •n executory coottact pursuant to federal bankruptcy law,.


this agreesnert that: not be seserable. but rather must be assumed or rejected in its entirety, and rite failure of aoy party to


tltis agreement to comply wish all of its financial obligations provided herein shall be a material default.


ARTICLE XVi.


OTIILR PROVISIONS


‘U ‘is Agre rmen I altall be sabj ret Is iha leertai 5 P aeiiripatinn Agreement dated lie Jan narY I. 2052, between A hi ‘dabs.


I.I.C and Bridge Enermy, Inc.. et at. r nver ing Ihe hiliom and lismitlon Ares, If any prosisisn of thu Arnmcn tin in cott flint vs ith an,
pros joins nf tsid Participation Agreement. nbc prsvisiooo of Ike Parliripatisn Agrermest ahali 505cm and control.


Nolwitt,ala oding anylt.lng herein in tire co nlrary, if Any Iravisins of this Article XVI us it conflict wit. Articles I. 5 hr,to gh


XV or thia Operating A greesseti I or any Enit iltil to d,ia 0 IteratIng Agreemetit. I tin trovisinnat f him ,hrtieie XVI sitali novern sod
etinirol.


A, PRIORITY OFOI’ERATIONS


I. Wlten any welt ttaa trees drilled to Is a,ttlst,rited dnpl I’, if the Consenting Parlies Is tie drilling of atielt well


Cs ‘tool mituitally agree ‘pen Ilin rond net of fttrtt.er operants.. ilic tItera lions prtlltonrd to be c nnd,sete d a hall be g tverned Ity the
fotlttwin gaeqttettee of priorilyt


(a) a troposal Is do addil ional logging, cnring sir testing of lIre open lisle; Ilsen
(b) • propoanl It atlem Pt let crian plete the well is Itt ttltj cells-c forinsa non; Ilten
(ci • propatal Ia piisg Itie well back sird In altrsspl a cttitsplellsn ins fisrmalion above or below Ike objerlive


formatioist Sheen
(d) a proposal 10 deelten the well; then
(e) a prsposat 10 sidetrs ek sIte well: I lien


(0 a protoial 10 pIg and abandon ilte wetl.


No party nay prot, ole any open lit n wills ret peci to soy well tinder 11th A elirle Ii) w hilt Iltern it pending a prissr proptinat In r any
tipersi ion rrtperting ntartt welt mItt lit. I proponal ii w id,d rawo or tertitinat es or tins 1 the oteraI ion rosl.tiqt Is ted II, rreby lit, bees
completed or (ii) vsltae It ieee lain progra sany operati nit to ,i,cl.wetl saslil attchi operation baa been completed.


2. If. aI I he time the Consenli trp Pan ica are cn nsidcri sg any of the s bose proposals, th, hole is in such a condition


tlsat a pestilent Operator ..oold not enndocl a proposal(s) foe fear or plnciag Ihe hale ha jenpardy or loliag (he same prior it any


.lleospt to ctmpl.le thin mdl in list objentis e In rtnntion. I hen a Isespolalil I shsll nol be gb-en the pr nity aei roe, h aLms e. If addiliotsl


loggine, coring or leasing is conducled. ii shall be done at Its. sole eisk. cool sod etpense of the Parties participating t Iteecin. mba shan


lteres potaihtte for a fly damge Is the welt be re reoalling rrom act. citing, including the re’dri]Iing tribe well if oecesas ry. The Non—
Cossenltne It. ety 5 ostie hi additional evaloalion ahsatl not Ire enliil.d no togs. i,tforn,ahioa or dais retitlting rr on su,c Ii tents.


SURSEQUENT WELL PROPOSALS


I. Other Ihan the Inilial Well, any paely may satsmil n peopooat to deal a well rPenponnd lb elfl in the Contract
Area. Such penpotal ilmll 1w made in writing to ihe other parry or parties and nhall be accompanied by


jay -h definition or abe ezploraainn objetaisen, imclttding horizons and d.pnht:
(b) TIte si,eface and botin m lint. Inca hosts rise tire vs elI:
(c) Land pial ‘Itowing lticsii,io of heaieal
(d) Oilier inlnrmalittn in t tililtil e loran l’rolsott d IVell t ro posal;
(C) TIte estimated cnsia fnr drilling tie IVell, itt I lie Iortttn F a propoaed APE tlseref,Ir: a ad
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(0 Drilling Prognosis.


2 TIrttiiiig parties s hail ha venperio d of liii ny (30) days afler rereilol or tilt’ Proposal in wit jet, lo ma be hInt
3 pariicl patloo election in lie Proposed Well by resnrnin 0 I hr Operator Its eleclios and o pproved APE. I r a Pa roy elerlin ol 10


parlicipate in the I’ro1tosed %VeIl or miii In timely nntirv Op eral,tr of its election within said tltirly (30) days of retnipt or ‘tIC Ii
I°roposol, hint pa roy shall, by ouch el erlion or in,rtion. lie d critic d n Non—Consenting Party and a isll ‘ave rtsrfeil rd wit hltutr Cr otlrsr.


rnnipensation or rei,nhlsrselnen I or ross,. all or ito riglsis. lilt r and inieresta in and In tIle Pro posed 4Vell a nil all Oil & Gas to crest,
6 o ,aocinted will’ lIt e Prnp,toed Vell as provided in .. nine NV I. P. l,cl.,w. In lIlt evenl Itt Iniliat well in not drilled within the lime


7 frames provided onder this Open tin gAgree mrnl. I lie Vell l’rnpnsn I shall tsr considered as I ilnogil ii Itad nner teen Inn d e. Any rondo
ron,, rUed In tile Operalor hiatt 1w eeltlrtled within len (tO) I ithitneas days or lie eoptrahinn tsr I he ninety (90) day period snd any
in Irreol forfeited shall be relotrne d or nsaignrd bark so sIte Non-Colt cenl ing ta ny, — — -


Ia 1. No more titon Cone (4) well pnpoaai, may be ottotandingal an, one time. unless ilk nat, lacy 10 sooner


commence driling operatinnl 00 alIt her well (0 present one or 05 ore ‘coin, a salbry- an napreos off-oct welt oWigalioa. or farnont.


12 3. For site porpoats or (hi sArli dc NVl.O. proposal ii no longer eoosidered onlalan ding when a well hat been


I) Compleled. abandooed. or drilling operations arc 101 commenced wilhin lhe lisle period allowed for proposed operations nndcr this


14 Oloeraliog AgreemenL


C. ADVANCEMENTOFCOSTS
It


‘7 I. DRILLING COSTS


I)
Operator shall rrnm lime In time rail for nod receive from Nnn’Opera loin, payment in advance of Nito


19 Open Ion’ nitare of Itt eotimaled toll to drill say well I, is lots! depth, In conduct npen bole seslo, I herein, prior In a enmplelion


23 nllempt, md to plug and abandon satoe ma a dry hole, wltklt right will 1w exercise d by onhmission to Non-Operators, of an AVE sad
in’ oke for No n—O peraton’ share thereof. N on-O peraso vs ,hsll. with in lit irly (30) ‘by. following receipt of Olwrslne’o Ins nice s ad


— APE, deliver 100 perator. Non-Otteraton’ ottare or lie I avoire and approved APE. FailItre by any Nos-Opentor Is limely deliver its


22 share or roil and approved AVE shall cnn,litn leant teflon On not partieipale in (be drBlisg of sort, well; and in lb eevenl onrb wet! is


23 hit Initial Veli or Sobsailule Vell, (hell Non’O pen Isv s ugh be d rented to have forfeilni. wish 0111 recount. alt of it, rigltt. lisle and


in lerell in and so the Conlrari Ares or in I ‘rev cot our!, mdli, .ny well oIlier titan hr I nilisi VeH or £tslttlil nit eli rSnl ,sr,1lten
Yteli”) she tern, or Anicle XVI.D abstl apply. Pen per adjttalnsrsls bail In made between ad vane ci and atltoal r.penses. I, Ilte end


Ihal Nnn’Operalon wIM pay oniy its share or arltnl rolls.


2. OTIIER TIIAN DRILLING COSTS


18 Opera lnr, at ta dinerel kit, may Cr5111 lisle On lung it ems nd and rrrelvr rrtllto one ii eloltre or l)te nI tier ito rties
29 paym ml in advance nf oh eir ms pecli cc shares it fI lIe esti ala led asnolls I of lIe esltetise 10 tte itirosrred in opera tioioa prnpoaed under oh is


io A greemen I Article VI. Operator ‘ball nit Itioi I On tacI, soc it itarly. ai 01mg will, writl en notice or the prtlp osed itperal ion. as A FE


3
itemizing sse1, enlimated expense, I age, iter nil II an invoice for lx 0110cc thereof. Etch arty shall pay to Opera lttr ilo Ira porlianate


sltare of suril eotlmalc w lilt in he lime frame iambi ded for delivery of luolificalion of onid I’nrty’s election to psehic iptlc in the proposed
2 opernllon. Failure by any Party In timely deli ncr ils share or wid ci litnated Ca tOt within said time Ft’anie ‘tin II e nsisoill tIe on theclion


33 itt not isnrticI’pa Ic iii such operations. escelit Inn in the case it r ci ertitins ‘under Article VIE.


I). NON-CONSENT TO DRILL WELLS
35


36 NoIwil lists nuling s nytlilng In 11th Oiler. hog Agreenseit Ito hue contrary.


37
I. Article VIII.!. digIt 0111 0 lily l’s ally l’s ny’ selertio.s ‘10100 join ill antI pay for tite drilling tsr a well on a Ctlfllra Cl


38 Area.
39


In lilt event ally I’ trly elects not ho drill any well, lilt No n’Consenolng Pt rly shall, if noel, well i seolnit ned as an oil and/or gas well.


3
i asnied inlely aooign on olte Consenting In roes, all right,. litle a id in Irresla inn od In I tIe well and welllsore, intl tiding, wit his,,


limitatIon, all prod ‘elms and revenues relaled Ilsertlo. ‘II eq tlipmrnla nd racilitlen, iseroonni properly, righils of imssgrrss and rgresa,
42 surFace srress and use, related I ‘ccclii.


3)
Sticli tisi gnsneiti sits II roltveyn It rights hoelween list altrfnce and I he Itihal depl I, drilled i nsuehi well, pits I hith.0 feet.


2. In tlte ccci’s 5 ny well it not rt m iltenrr d — lit in 915 daya of proposing snc1o well noid II iernartnr drilled In ii,


46 authorized deptls, or is timely ctsm nseneed and lI,erea Fhrr drilled I oil, nu tltorieed deph Is Ills I it llserearler pltsgged and abandoned as


dry hole, no aasignment by the Non—Consenting Party a tall tie d tIe.


3. Article VI. Is.). will no, npldy Its any np cr0 Ii nil wltiril is slrreslary 10 lierpeltla It an es pi rio 01 and Gaa I rose or
49 in Irreol therein OC to iteniselil ate or enrlsr igills in nsd 10 n knot ittlros a nh I ssarsrsnnui I or oilier to pinra intl 5 grtetlteitl, iorlssdi tlg nil


so nisern lion reqotired in ‘I.e en nh ntinli 0 des elnpmesit provision or n lease. rant’ 0111 Or ollter en ltiItrnh ion I greement (‘‘ Req., iced


Opernl)os”). Irany Party nicest son In parlieipnht too Require d Oj’rrahion. lime Noo-Cnoaenlisg I’arty wit) nosign In lite Cnsientillg
SI Pa dies I hal ponios or site Contrar I Area(oi aloe I rnroh in Arlicie S I. NJ. below.


53 4. Nolbing herein shah eler b eronslrne d so as 0 require an otnignmmol of any Non-Consenting Pony’ sintereal ins
producing weB. or any land or lands in (lie conlnet area perp elseated thereby.


55 5. Ann ass in ment shall not reline the Non-Consenting Party from any obtiga lion. liability or res ponsi biiily


56 thieretoFsreineu red.


F. NON-CONSENT TO COMPLETE. RflsORK. RECOMPLETF,, ISEEI5ENING, SIDETRACKING OR PL.I:GGING
58 BACK OPERATION
59


I. Anirte VIta. Option No.2 tItus apply to 01°c ronplelion oraii ovelin.


61 2. The provisions of Arhiehe Vt.1L2. sltali •ppiy 10 the Reworking, Rerompieteing. Deepening, Sb eicaeking and
62 fltiggiog Back of asy well after il has been drilled I Oilsau Ihorized depttL


67
3. In the menl a Consenling harly In 11w drilling sod Completion of a well elects 001 On parliripase in site


— Reworking. Recompleting or Plngging Hark operation for sorb well. saW party shall be deemed to Itaver dinquioi,ni In the (onsentin
65 l’ansies In the Reworking. Reromplehing or Ploggiog Back operation in said well. who shall swn and It. entitled I 0 receive alt or ‘ant


65 Non-Consen hog Parr?, n lereot in site ha well, its leasehold ohseraoisp righhs nod share or produrtion therefrom. insoFar and only


67
ineorte as il genus, 101 heanne Sr nsnnnw hielt ire being Reworked. Rerompieled or low bich ihe well is being Pisteged Hack


68 4. If porous nI to Aroicit VI. 14.2. hereos. less Ilsaita ii of the pa ntiea elect ID It roicipa he inn pro pooed ft eworkiog.


69 Deepening or l’l isgging Hack a perntinim • and if sough, o,seraltsn does not eel till in ilue p radorhisis of ityd rnrorhttiso incotimsnerciai


‘ qtinntities. or result Inn ronpletisto 11101 cetoet lo isrodilce ito coltiltsercisl qnttiltlics prior 10 ilte IlItoetI wh,inhl (lie dstnsesttog aeon


are fully reiinb ursed as provided in Article VI. Ih.2., (lies. oslwimits landing a nyitung in Inn Opernoing A greenten I Is lilt ennlrary, Olte


party Or parties wit o dccl not to participate in tilt II Reworking, ileepenissg or I’loiggiltg Ilnrk o iteration shah lies eel hetras be
72 respoimsitsle Fur itieir prop orlionsie ii, are at tel Ford It mu ibi I “A”) of Ilie roll ID plug and abandon l.tch wetl and salvage tile


73 equipment I herefroitm. except for tile additional lii Isgeis g and nbaodoimns ent or salvo ge costs llta lace caused huy I he Reworking,


Iieeprnin g or t’lt,gging flack opeeslion In which the pa roy or parties did 1551 itnrhirt’pt he and a ny excepoiutssa I espenses altrihiot to Isle to


well cusniruth incidents retit II ing Itirnefrons: lilt eottsentisg arId allah tie solely responsible ron sllehia dditiomiai rosIn.
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F. DEFAULT


3 I. If any Party, inctu ding list Opera or, fail, to pay its share of any cost wit iris ii is olsligaied Is, pay itsider a fly


4 provision of titis Agreeiisent (“Defaulting Party”), and if ouch defasil iconiinoea fors period of fifteen (15) days following delivery lsy
a fly of hit oilier I’, riles (‘‘Non.Defattiting Parties”) of writ testis slice of stir!’ deft lilt to tie ijefaisiti ssg l’s ray. Ilien at any tine after list


$
en niration of such nntice period. iite Nois’Iscfastiting Panics, ball be mulled 10 list following remedlea:


7 (a) Tue Non-Defaislting i’arties may suspend isy written nsslice, any or nit of the rigists sf tite Defattiling
l’ariy tinder tisin Agreemen 5, williasil prejudice to tise rigist of! tie Na n—Defastitisig Parties 1° canli nsie Its en forte site olsligatisns
of tile Deft silting Party is nder it is Agreeissenl. list riglsss of a Deft st sing I’anly Itsal may ise ussopended lseresiissier as list


9 election of tise Non—Defasst hog l’arlies ‘isa it isicist tie. wiltiosil timiiauion, site rigist 10 elect to pan icipate lit any
10 opera tins regarding i tie well so w itch list defattlt rela in, or any ott ttocqstcn I ispera Otto tsro1sostd ssader this Agreemesit: and


II
(b) TIse Noo’Dcfaulting Parties nay take any action to wisicls it may tse entitled tr pitrasie any remedy tat


2 collect ttie nmousls s• a defaislt, togeltier wills alt d tsnagea sit tiered by tlse Non’Defaisl log l’a rties as a rca till of i lie deft sits, plus


13 in teresl trcrssl’ng on itie amounts rective red from tlse date of defa tilt mail ttie dt It sf collection at tlse rate specified in tile


3 Acrotsn ti sg l’rocedisre logei tier with reasossa isle asloroey’a fees sod csssi rI costs rein ied thereto; tsr


5 (C) TIse Non-taefaislting Panlicu may delIver a —. rules notice It, tilt llefaitltisg l5arty at any lime after the
6 defa sill ticciara witit site (stilowing effect:


‘7
(ii If tue hilling is for the ctmpielion or rec osistste tion of a well, use


It
Defastl sing I’ariy will be deemed conct ossively to Isave elected nol tt participate in tise ssibject


19 tipern tiso on dee Pa ragrapis Vt.h5.2. 5 Isove frons the lime of alse billing, st ntis ted Is list tiefaitl I


20 sod is be a Non-Conieoiiss g parsy wliti re peel lis crest, ootwilttuta nd i ig any election lii


21
partiri sate ttmeretofore made,


22 (ii) Until use delivery of such nolice 10 liie I)efnisll ing I’arly. site Defa il lung
23 i’arty sttalt bate hue rigiss to cssre lit defasult by paying the siopaid Ititi ing(s I pOts interest at lime


rate tel fortls in tti e Acctisinsi’og l’rocedure. Any interest re linslo islsed sirs ant to tis is
— i’aragra pls olsall Ste ow ised by the Ntto- Defa silting l’arties sorts ant to l’a rt gra toil Vt.tt.2.
25 t bttv e, and tile Non-Deft siting Parties sisalt be liable to con Iribstle its slsare of i tie deft tilled
26 ain005


(iii) Tise Operator un belsaif of isle Ntm’Pefa to hog Parties may redstre any
and all reveo ties, if a fly, at trusts ted si list Defantl hing Party’ linterest isy the assissutnl ‘n deft itit


29 pi is a’s yinieresl cissrgea arcrlii’og on aitcit defa sitting amotitlt as prssv ided is i Ite Accotsnttog


30 I’rscedst re.


30
2. Noiwititsts nding the tot tier provisions of I us l°aragrals is, if a Party fails is say part tsr all of i is sisare of cosis


32 ltcresmndcr tsr catise of a iegilima ie di sagreensess I as to list a ppr015ris lesiess of part or ail of list billing(s) in q tiesli’on. and if saris i’arty


33 nit k es one is dint gceennenl an d list groan da i tierefore knsow 0 In tile outer Patsy in writing pri,tr lii tlte date dale if sntch billing a od
hoist ly lenders pay itch t of all isndispsiled anlo’tn is. Ill en asicti Party auth 0551 lit utdij ccl to Secliss I. (a) or I. (ci if tisis la ragraptt.


3. Nolwititsta ndiog soyt iting in tisis Osera lit gAgreeme sit to list contrary, in Itt event a Defastitiog Party ft us to
36 pay itssttare of coals wisicis ii is olsi igated Ut pay ntnder any 5srttvioiltn of ottis Agreement withisi fifteen (15) dtyo after Defaulting


Party’ sreceiost Os f nol ice of snsc ti fail tire to pay, list 0 pert br, 51 ils sole siiscrelion, may willntiold frsoist s Nsso-O sera Ion’s isrod sirtino
revensiesreitled to any well Operatsor operates pat rotsa 01 to Itte Explttrn i isto Agreement all nccrnsed ltn1taid least operating expenses,


31 past disc balances, and srcrsieti unpat’d captions alltsc tied so any weli Opera or operates on lsetiatf ssf a Non—Operator p tirsnlan I to i itt
39 Eaploralhon Agreement.


40


31
C OPERATIONS ON PRODUCING VELLS


42 I. No well producing is paying sittantities shall Ise reworked, recompteted sir deepened, sir plugged and sbandttoed


43 wititsitt tIme consent of all loarlt’es. esreist lisal a weli prod ttcing i’s sayin gtssantt’t ies may inc ‘‘bared” or oh tierwise stint tila ted for 11°c
ptirsoses nf enltsisci’ng cx istisig prodssclhon wilhlt tue cois seal s.f stir Pt rues owniisg 0 rreprese nliog at leall 60,00/. l’erceo sage I sileresls’n
list weil.


45


46 2. The provisloso of Article ‘l,U. will a ply to a nrnptsoai by any Parly d esirims g titn Issnes r mttre prssdttcims gzsto Cs


willtist a well Itt ‘‘frared” or otitens ise stisiottlaled for lotirsoocs ttf essttsneiog cx is! ing prodsseliost. Es rep las set fort!, in I’srt graitti I.
above, any stir hi proposed stimstiation of a proditcing well osay 1st performetl ii so approved by site i’nrtiet owolog list w trial a ginleres
nsitcit well or zone. Tue Parly tied ing not lit participate is the II imtslaiutin effort will se deemed t Non.Conseotiog Pariy and, as to


49 sstclt stimtita lion, stilt be sssbjtrt to the penaitita otherwise provided in Article VI. 11.2, (a) anti (b). Tise Cosssenli og Parties us I tte


50 atiniisialiois effort will not inc ha sIc in da onages to tite Nos.Conteoti ng I’ariy, if, as a c000eqiseisce sf tile a tempted stitnomtstion, tite well
tsr none is damaged, Inst or destroyed,


52 II, PIPELINE AND/Ok GAThERING LINE CONSTRUCtION


53
(a) F or tacit weli wilisin I tie Coistrarl Area, rant party sistil pay its proporlissoal r sisare of all pipeline, gal herisg and


rein ted fa citities costs c onstritrttd witisiis site Contract Area,
55 (b) if any l’anly elects, in a a operalios ossi covered by Arl idle VI, iii constrlsct, operate ttr pisrcltasr, str join In the


56 ct.otlrttdllo n. opcratittn or loll rcltase of a pipeline a nd/or ga litering line to Ira niporl is rtdtmcl ion fran, bntt toot within,
tise Coistrari Area. list’s sssnli i’arty small isolify list otiser l’tnlirs ftirni’siting all scrlineol costs antI informalistis, list
Pa rtien receiving sntch no tice sit all have tile righi to nrticils ate in lb eroostrtirtitsn, tiers lion and ow nen hi1, of sstcls


58 pipeline tisd/or gnatieciis g home by assluiniisg tlstir prosortiooa It sisarta of itt obligations and stying use costs
59 allnilsittable tlttrrln.


60
I. COST ALLOCATION


61


62 Notwiliustaisding t nyhis ing so list conlrary rsis it med us Ihie Operating A gceensen I or list Accsisnling l’rocedart attaclsed


63 Iterets as Exhtihsil ‘‘C”, lime follttwiog items nltatl nsa 1st cstnoidered within Itme category of a dinisuistra live overhead:


64
I. Ail coni sod es Iscooco f,tr stssts ide atltirneyt and til lease brokern loctsrred is I me a cqtmioitistn if Oil and Can 1,easto


65 and examina i ion of a sd ctiring of lilies.


66


67
2, All otitss’de fees for legal, geologirai, gess1sitysirai, eisgi neeriog. drafting soid resrod tschive services aol d tI icr


nod cx pcnsea so in corre d in connection us itls Ihie preparation and prescnsasistn of evidence and extiihtiis and ia odl iag ttf a itplicnl inst to
68 and Itearings lscfore any governmental agencies or regntis tory tidies,
69


70 J, DELAY RENTALS,OI’TION l’AYMENTS AND LEASE ENTENTIONS


71 Opera 1°c shall sssbmil to tite parties re st na of Ihe snonlitty delay nenlal paymestla 0151 will 1st disc and pays Isle an leases
72 stslsjecl hereto at leaah 60 days in a dvanceo f s mcli Isnyssiets Is tteing dome, together st itis tlte dlse da Its for sot cli pa ysosents, 015ersttr’n


73 rersistinen da titns for tise paym ens or nosl.lsayisscis t tisereo f, a sod a gtiserti d rsnri’psissn of lile Is odo rssvcred isy tame .A1s a ny may elect
to terminate Us inheres I in n leate or leases Isy only id ag st nillest aolice Is Operator and all oUter Isantien iscrettt Ilsest iswa ing so islercot
in said lense or leases, to lIst effect stat list no lifying stray wilt 501 Ixantirilsate in the next tississ’ ag delay reislt t payissent wilti resstc Ito
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noel’ ieaie or lenin at leani 40 day sin advance of inch payment’ being dne. Failure In noliry Operaior a nil itich oilier pa rile. of


party’s election at least 30 do yn in advance of ihe rental paynien I dne date shall be darned an election to pa rtirip.iei n payment or


reii lain. It ii a fly lime a pa Fly deem not to 110 rticipate in payment of a dela yrenia I, then lie ii oclien decal ng In pad icipale in lug


3 payment aha II line he right to assli me I heir renpeclive propocll noate a hare, o F I tie Intercom in lie affected tate or I he p any electing


4nonnnpactteipal t by providing so eiilen notice to mIte at tier part icipa ling parties a nil Opera or wit liii, to day. after receipt oil lie notice


of a party’’ election not 10 participate. Fail one to provide ouch nnlice ahalt tie ‘termed an election not In nato mean imilenes I. In the


event t al attee airlm elecn an interent in lie afferted It ate remaIns hat has fbI tmeen aol tinted Operatic wit bin Is Ii auras halt
6 ontity hue participaling parlin, so In nov dcci to aano me it, tie ee.tiecti a. turn podia flout shares of tech remaining interest by pen. hUng


sodit en notice witihin 48 morn afuec etceipi of notice of It ue inter nit hal is avail able: failnre to pm,We such notice thati be deemed an


election aol to ant nine an additional iolemt. If. after all Ii ct telethons. an inlernt remaimn that hao not bet noson med b yapar ly.


then, at Opera br’s ‘ole dhenel ion, tie Operator may elect tuber to anon me the remaining iotcrnt and make the del.yrent. I payment
9 or elect not in make lh enento I payment and allow the affected cane on Intea to lapse ands halt notify all of lie parlie,,


to
A ‘any electing to terminate lta intereit ia a cane ne lease. ahall assign ito interest ihenein In the participating part len fret or


any oserriding royalty lnleeenla. net priG in intercom or oilier burden, or esen mhrances ailier ltuan tie tenor • n r,,valilen and any
2 h nrdens lb led on ahi hi lA”lmereof. Any anch lease or Ic ann oh, II be remos ed from the teems of tins Opera hog Agreement bot slaafl


3 be subject In the lermo or an iticotic at opera in gagreemeni torts. ceo tbe participating parlies soil h ooly lie intercom of I he parlieo


4 changed on Eahihil “A”.


K GAS MARKETtGN p OPERATORAND OPERATOR AS OISDURStNG AGENT FOR NON-OPERATOR
16


I. Gas Marketing by 0 Inera toe


19 Ira oiy ‘arty rails Coma ke the arrangemenmn oecennaey in lake iii kind or nepacately dinp’ite of its lienliorti anile stiarto f Gas


20 pendineed (en no lie Content I Area Operator stmnlI have tie right, hot noll ne alit igatino, to pnecliase nor It Gin or nell it In ottuera at any


lime nod fenm lime to I hoe. for he accoon I of mite attn—ta king party at lie muir price 0 btained for Opera t,,r’ a i tare of Gas prod ochan


— under no tenon length, (turd party, pooccttase or sales contract. Any tnt Ii liturclnate or sale try 0 pecalnr in ay lot iertninaaed Ity Operaltir
22 with a thirty (30) day pri or written notice to the owner of nick Can pcndnchto n. Ttie owner of nsoc Ii Can prndtucaioo shall, so uilh a di irty


23 (30) day prior so ripen notice itu Operator, have I tie right at any lime to, execcin rib eight In take in kind, or separalcly di, tone of, Its


24 alt are or Cat prndocmion, irovn’ded, Ii owner, Ihat aucit Can j,eodneti nit in not commi‘tied tinder a gao oaks. tea nnporta tiitn or


nuar keling cnotrs ct. Any pttrcliane nm ale my Opera tiur of any arty’s share of Gan nailer a gao naleo. Ira oopnrtatktti or no rketiog
25 contract shah be only for noch reasnoa bi e perindo of time an are cnnno’noena with, gao mIca. Ira ntporta lion tie boar keting contractn for


26 similar gal prndii ced in Ilie vicinily of the Contract Area.


2. Opera lute as Uio laoroi ng Agent


29 Siobjeci 10 the niglil of Non-Operator to take in kind 11$ utia Ce of pendaction from I tie Contract A rent.). Non’Operaior


30 denignatco Operat,,r at time agent of r1on-O peratoir to receive and din hoarse lie proceedn derived from I tie tale or ill tod ga. prodtoced


3
feonm I lie Coiitrac I Area at, intl oding, hut 001 Ii ntited to, dub nrnr men I, to N ion-Opera torn, rityall yawner., md pay nient of severance


and pnutdncti an lanes. Subject to provision. of the lien, iteiiri ty nod deFt itt provisions of tIbia Operating Agreement. Operator shall
32 r eotnit to Nn n—0 ‘era tori them proportionate nloaee of oioe Ii prarerd 0 5 iltuim, tInny (30) daya after the recei lit toy Opera 1°c of s nchi


33 proceed., lean not Ii Nnn-O0wra bet alsaice of all neverance and production lane,.


L AFE/COST OVERRUNS


36 Notwithstanding anything herein In ike contrary. Operalor atiall not enpend for any drilling. Completion. Remarking.


Sidetracking, t)eetbcning, rtning Pack or Reeompleiing operation an amonot in den, of t 15% of tie amonnt anthorined roe tIme


— total operation liy virtue of bite original or initial A FE without Gral submitting a Snp1dementat A rEt a) In ilie Non—Opera 101-ta) for


a pprovat. .nyN nn’Openia rreceiv ing lou cli a Siippl eioeoia t APE(s) nkall have a pednd of three (3) day. so ‘ic h I oeittiera pprove or
39 reject she additional eapendiltire (however, if a rig is on Inc. ion, every ntic It Not-Opera Inc n tall niake us l,eni dunn 10 respond


y within 24 Imoaral. Failure 0 respond shall conntitn te approna I. to the ese nt of nno-appenval, il lonbseqtieo I operation. condncted


41
pmurooao I to nnct’ Snpiotemeotal AFE(s) ‘hail be ‘object to the pnoviaiooo of Article Vl.B.L Operation. Dy Inn lisan An Partien.


provided. h owner, ‘hal ir a Non’Opentnr rejecln the additional espenditiure and the 0 pcratian icing runduicted ii a Reqnirnl
32 Operamuon. mid Non-u ice. or shill •ngn and faefdl to the pnrtka coolinuiog with the operation nIl sri In interest in ilir leases or


43 portiont thereor and to the formations nod deptlu c uvered itiereby which would be tonI or not earned if ouch npecatino b 000


34 canmunued. This paragraph shall aol apply to exp.odi lures by the Opts-aloe wliic hare me qnired In deal will, enplosion. fire. flnod or


otiter nooldcn emergency, so lietlier of tA elaine or ohilTerene natnre. tie operation. cc qitired to insinta in etie ink in a statue c,inditi,,o.


46 M. INFORMATION DISTRItOUTtON LIST/GEOLOGICAL WELL REQUIREMENTS


Attached hereto as Exhibit “G”, eiiaulled “ttifortnatt’on Ph tniluuition Liol/Ceologicat Welt keqoirenietios.” is asunsinary of


alie no lice and data reqnireinetotswlit’elu Operal nr here lay agree, to obtene and perForm with respect In cacti N nn’O iecatuur.


49


N. REQtJIREDOI’ERATIONS


SI I. tf a proposal in made for 11°c drilling, fleepeniog. Reworking, I’lttgging Back, Sidetracking or H econip cling of a
52 well or weltn or for any 01 tier operatluin propoaed or eeqiiired within si zinon tlus of the expi canon of aoy right and/or interest on bjecl to


tim Operating Agreemenl In order 10 (I) cnnii nbc a lease or I eaoes In force a ad eFFect, tie (2) ituahnta in a,tnihiae d area or any porlion


thereof in farce nod etTect, or (3) earn an interent in and in oil and/or gao nod oilier minerals which, maybe owned by any third party


or preserve a fly rights t osuic Ii inlereat w hid,, failing nod, opera inn. maul d Feveri In a third party, or (4) tom pty so ilh an order iansie
55 by acegi, tatary body itaviog j ,trisdietion over the premise 0. railing so huieli certain rigttla would I erinina Ic within a ic Ii peek d. any on cti


$ onperatinn nt,alt I tea” Required Operaaiott”.


2. Si,nimld fewer tan all tIer portico herd,, elect to psrhiripaae and pay their pcoporliioa Ic parl of ttte rosIn ti be
incurred in a Required Opera lion, any party or pan ien denining to pad icipal r olialt have Itie right to do 0° in I id as snoer provided


5 cehoewitere herein, at their sole cool, rink and es pente -


60
- 3. Promptly folios. ing tue canctanion of a Reqnired Operation, each patsy one panieit,aeitig hi mid Reqtmired
oh Operation .10,11 deliver to toe toanty or paniea participating io laid Reqtuired Otnecnlioo ao aoaigsme’nt of all of lhe right. hIlt and
Ointer cia of naid nun-parlicipa ti ng pani in hit portion of the t.n.t. and/nc o tier nightt and iniergal a audi are ma i’ll5 med. perpetna ted


63 or eanod an a rem II or said Reqniccd Operation. The right title and in aereol am igned and conveyed shalt be shared by the


panidiloaling parties in he pen portion that tIm e inter., I of each bears 10 I he total iatereat of all lie part i ci1unting pactien. Snch


assign meal oliati b eesecate d and delivered within thirty (3) days of I he condos moo of inch Reqmored Operation On each party not
65ehecii’ng 0 pa rtici sale and shall be hi a form accepla ble to I he pad icipstitg p. ny or parties, free and clear of any overriding royally


6oinleres t. prod nctioo paymentn. ionortgages. I ienn or oil er encutinlaranre 0 plo ced I tteretipnn or seining oi,I of I he ash ciii,, g party’s


67
ownership and open tiona nauhneqnent to time date of ttu is Operating Agneemnen t. baa othrc,o inc withnnt waren sty of I ilk, dat er express


on implied. The teases. rights and is aerestni n so hich nn interest 4 a onigo rd puin500n I to the ternu hereof shalt no longer be tat’ject ho
68 this Openoing A greene at. boa said lease,. -ighto and ialernta ‘hall he solely sobject I oasepnralc operaling agreement wt,ich


69 accurately re flees, the inledeaaa of the pa ray or partitni n II,. Req aired 0 pcnahmon. and so hich ia oihuena iie idrnl ida t to I hi. O1soraling


A es-cement. The — rib ten oilier a nd/or A FEs to’ niog Required Opera lions to ho. oent In I he panmien to r il ‘circler lion In parhici pate
therein at provided in Article Vt.WI, will he ctndy uaarked fir ideotifled a, a prapasal for a Required Otocratia.


73


74
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0. ASSIGNMENTS


2 I. Any Assignment’ mad eansrens, It or lorreilisre of Inherent, or an a result or Article Vt. and/or Article S VIto, E
3 and F sisal’ he free or an y overriding royally ml eresli. net proD interesis, hsirdei’s on production or any oilier horde no or


2. Subject to the pr owisiana of, rticle VIII is.. 5. fly p arty ‘nay tell or assign all or any liorliono rita inter tot in ‘lie Oil
6 and Gas Leases. Oil and Gas Interests, wells, equipment and prtdsscl ion iv ittsin lie Cottrsc I Area covereti by this agreement to one or


7 more third parties without list moses I of a fly oIlier party t,rrrts, provided that usc Ii tale sir ao.ignsnen I sIts II lie made sitbj cr5 so lIst
prtvioions or this Operalin g.greenen t nsd I Ise Pa rtlcipal iisn A greesnent Sn d tie itsird party ass estee or ansi gseti agree In tonisme


allrulitre otitigatii’na I terro ndrr. Such tale or tlaignnst’nts salt not be “odin g upon the oilier parties to I Isis 5 greement 5t slit Operator
9 in rurniohed —. jilt a copy or I lie Irga I iflstrtmment reid eneingauclironveyasce. Once is pa ny ass irsss an in terea I in stir CnnlrncI Arms 10


to one or more third psniea and tie Operator has been furnished stills nttice or aocb assienmesti as provided foe herein, then, idling
party shall hi’ e no furiher liability or obliga lions tinder liii agreemesl ,. ilh wi prcs to tite intern tan assigned except for those
oisuioading liabilities or obligations due and owine so anosher parl (a this agreement car time periods prior 0 list effetli’ e dale of


II the astignmenl.
13


3. In tdditb n, lose fotlowing laagoage aluaIl be added I oany ats ignmcnl or ron’eyaflce rrtsm any parlict:


15 “This asugament in made subject to. and ,ss ignee agrees to assume itt proporl iooate sIts re or all out iga lion,
lb and liabilities arising under the lecesa or that cerlain Operating Agreemcnl dated


_____________


. naming


I


_____________


to Operat tm Assignee expressly asaumea respossibit ily for, and ngren Is pay, perform, fulfill and


d isch irge its proporl ions Ic slsare of alt claims, roots. cs penset, ia Isitities and otttigsti sins aeerui ng or
to. tOte owners ttip. operation, maintenance, exploration. production. or development of the Lea in, welts and


19 eqstipmen lassigned herein, as to an prrlooto an or afier lOse effectise dale of shin assignment. including, w ii hoot
limitation, an eovi rt smental claim.. IV ithou I limis ing the genera lily tf any oil he foreg sing, .Isoignrr accepts
responsibility for and .grees to sty itt proimesiona Ic nhtre of all costs and expenses associaled with plogging


— sod abandonment of she well, assigned herein. iogrs tier with asrface reslosali on reqstired under applicable
22 law, she l.nsm or soy other contrac to aoaigoed I cress nder (Ihe obligations and liabitilk, described herrin are


23 referred loao hit Assumed Obtigatiosa.


-— ASSIGNEE SIIALI. DEFEND, INDEMNIFY. RELEASE AND hOLD IIA1DILESS ASSIGNOR. ITS
25 OFFICERS, DIRECTORS. EMPLOYEES AND AGENTS “ASSIGNOR INIaESINIFIED PARTIES”)
25 AGAINST ALL LOSSES. DAMAGES, CLAIMS. DEMANDS. SUITS. COSTS, ENPESSES, I.IAIIII.ITIES


AND SANCTIONS OF EVERY KIND AND CItARACFER, INCLUDING WITIIOUT LIMIflTION
- REASONAIILE AflORNEYS’ FEES, COURT COSTS ANII COSTS OF INVESTIGATION, W1I1CII
It ARISING OUT OF OR IN ANY WAY CONNECTEIO WHit TIlE ASSUMED ODLIGATIONS I5ESCRIIIEII
19 IIEREIN7


30


31
P. RESERVE ACCOtINT FOR PLUGGING OPERATIONS


32 In order to save aimrneienl fssndo to htsod t onseet plsseging obligal ions. Ilte Ottera tsr ntay charge I tie Joint acctsstn I. ii Cr tote


33 life if any wett(s) on (lie Costtrac t Area. for eoiisttated coals to plug sod ohs odon sod anelts (md tiding (lie costs Iii dc snails I itt Ioea lion
and reala re time surface nrc of lease stied in oil astd gas operati000 t (referred so herein as “A smtorsized P& A Charges”). These
Ansortized P&A Cl targes may not exceed twenty lltstusa nd dollars t520,00n.Oo) per well, Time intent of Ibis covenant is to alto,


35 0 peralor. in tlte latler ataget of lIt eecttnonui c lire alit wetl and/or lease. Ii ttaveavas’labt e rinds on acctsstn Ito condmsc I I’&A tiperot ions
36 in o cetrdance wills actual Rn itroatt C onisttiss Ion sir envirn osmiental agency) regstls lions stsd Ic nse requst’ restiento. Each party shall pay


itt proportionate share oft tie dItto of pl tigging and attn sttossmenl attove list Amortized I’& A (Its rges.


38
,


ADDITIONAL SECURITY PROVISIONS
39


40 SECuRITY INTEREST


41
The lies and oct51 city interest granted by en cls Non—O1terasors and by Operator In lIst Nttn—Operator under A nIne 111.11


42 shalt exlend nol olsly to sue Is Party’s rigittu, tille and in crests in the Contract Area(s) (wit icls for greater census ty shall ioclstdr alt of


43 cacti t’arly’o lea aeltitid inlereot nod leasehold estate in Ilte Con tract A rea(s I). ttse oil and/or gas an lien eatracled and etisti men 5 (as


mentitined in mid Article) ttssl also so all aecotssts • contract rsgtslt. extracted oil and gas and said eqimilim ens tsr whic It are Os sent itt
owned or held by any slid Is party in the Coniraci Arralot. Ftsrtlser, sIte lien asmd seeisrt’i y inserts s of said I’a ny nimall extems d Is dl


4 proceeds and produseto if all of lie Itropersy and rollasera t described in this ps ragrapts and Is Article VII. II as bring ltstsjens st said


46 lien and security istseres


1. LIEN ON UNEVTRACED IIYDROCARIJONS
38


30 I a addition to (lie liens sod nersurisy inleressa on provided its A rude VII. II.. cacti parly to I liii A gre esoen I, so tecnre payment


of its tltare or expenses incurred under 11,1, Otterating A grremrns, grants to list oilier party a lien on alt or i5s rights, title and interest
ow owned or hereafter acquired a the Cnaaraca Arm including, baa nag timised to, abe oil and gao I eates, mineral estates sod oatier


51 mineral interests oahjeci to this Operator Agreement sad any progenies now or hereafter pooled or unitized wish any 0r the
52 properties altecsed by such mineral interettt: and alt snseaec ed atd unextrac tnt so. gas and other h3drocarttost that may lie


53 produced. obtained Or secured from the I undo covered and attested by such nh oral interests such lien that he perfected imy rewording


in the Real Property Records of the coonty inwtd ch sit c acreage wi tttm ilte Contrarl Acm exists. Meinorandonu in th esante form as
the Exhibit “IC attached hereto.


55 -


56 3. CONTRACEUALRIGI1TOFOFFSET


a’ In addition to ihe rigttto and remedies afforded In Operstor punasot so the terms of Article VIII).. or 55 Law or
58 nequsity. it it tsnderotood and sgreed ihal each defaulting psrsy grants to the Operator a cnntractusl right of offset in and so all
59 money, trod uschion, proceeds frnsn the tale of prtsdoc lion and property nf every kitsd or character of sstcts tlefssthling party, stow or UI
60 any lime hereunder coming wittiin Operaiom’t cootody or coos rot. wherm never localed whel her or sot sit bj ccl to the stress or this


Agreement orany other agreement between Operasor and defsotsing party. Operalor. may, at its denim. at any lime and rrom lime
61 to time, reduce (or eliminate, so tl,e case may he) any debt owing to ii by soy deratdtiog parly by applying oocb defastlting party’s
62 mooey. proceeds or properly in th testslody or eonlr ni of Operator to the lasluoce owned on soch debt and giving ntieh dera,dtiog party


63 appropria It credil therefore. Any such amosusts on applied shall first he a p1at ied ta say past doe inserts t. if any. then so Sn) mob.


including attorney’o fees, in cstrre d by Operator in the collection or lie proceeds or property. and then to the ondertying debo. Is in
agreed and undentoool that Operator’ I coosrucs oat right of otToet ohatl exlend so s nd include all proceeds of prodsirt ion ass riha,t a Isle


65 to I sc defsuhting party fr om any wells in wit iehi she defaul sing party owns sal steress,


66
fr The lien and ueeorisy is mere. 5 granle d by each Nns.Oprcatorx and by Operator to tI,e Son-Operator to dee


Articte WIlD shall extend not only to omscts htarty ‘I rigisls, title and mt crests sn the Contract Areats 0 (which for gets tee ‘crux imsty stsall
t inclisde all of cads Sanyo Icasetiold interest and leasehold eslale ii, site Co nsrsct A reals)), tlte oil a sd/sir gas an sen extracted and
69 eq.ttpment (so menlioned in tsid Article) tutu also to alt accostnts. c tntrsct rights, exlracted oil and gao and said cmliii pmenl or wtss‘cit


are Os heran ise owned or held hiy n ny ouch party in tlte Contract ,rcsts I. Fisrttier. I tie lien and secstrs’i yismterest of ‘aid l’a ny sltatl
ettend to all proceedo asmd prodsic to or all of the properly and collateral deiccilted is ttsit a ragralsts and in Article ‘hi,Il as being


71 ottlsject to said hico ast d secitri’ty inheres


73


74


I .17w—
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A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989


4. RIGhT OF EXECUTORY FOREClOSuRE


2 In addition to all rigir Is nd remedien afforded Opernior ii rider Article VI 1.11.. in I lie event any deirl owing by ilie deft II hog
3 parly to Operator ‘Itoh eacced toy silo oey, proceeds or nnle or rrodriclion. or properly r such deraIling party an pro, ldrd in the


4ronlnctt’nl right of offset on provided in Paragraph Qi ho. r. lie Opera or may elect 1° proceed and foreclose the lien if Olleral or
gainot the intern I of any dcfnr’lli og party in accord. ncr will’ lie mn of the State of Ida Ito. No’t-O peralor hereby delegales


0 perot or an it, agent nod n Itorney in Fact In esero lenny and all d ortlineni, rennoon lIly necessary In carry oil an nec Illocy foerrtortire
6 p ‘trot, an lire laws of I lie State or Idaho.


B
It EQEIALOI’PORTUNITY EMPLOYER


9 All or tire Portico nrc Fri pal Oppnrlnniiy F tilployers. To lIre ellen I hal I Iii, Agreerocirl Inn y lie nil bjerl Ia Foecolise Order


10 I 1236, as omeoded. ihe eqoal oppoecnoity pros ininn (II CER 60-I) in incorporated herein fry reference. To 0 lie circa t reqnieed h7


II
applicable Lawn and regulalion,. hi, Agreemeol also includn and is ‘ribjecl Is the affirm. live acti non clause cone caning diutrhed
veterans or the Vietnam era (II Cr14 60-250) and the aiflrmslise action clauses concerning employment of the handicapped (41 fF11


12 60—741). which charm en are incorporated Iieeein by reference.


13
S. AUDif


IS Not’s ithstanding aoyibiag 10 I lie contrary conlained in Ih e Acconnting Procednrc. Ipso receipl of any aridil report
16 conducted on tIre Joint Acrournl by Noo-Operalnr. Operalor shall respond in writing 10 such nndil rcpor tat soon an rca aon.lrly


17 possible. bot nol gresler Illan ha.taioly (60) daya nfsnch reccipi.


II
T. ‘VELLCONTROLINSURANCE


19


20 ne inleresl of each lady herelo sIrnIl be inc laded in Opernlorn Control or ‘Yell lnssironce policy and a proporlionnhe pnrt


I
of (be cost of soch insrra nec shall be borne by I lie cc ipntl is e pan ies unless Operalor is ow Idled 01 hen. ise in wriling and pros ided a


Ccrtiflcnte of Isnnrance in compliance wiih Enhihil ‘ir. wInch is allached hereto, prior 10 conlmencemenu of opecaliono or prior Is
22 any operation 10 he performed on a well in scrordnnee usirh nllschrd Euhibit ‘Ir.


U, TRANSITIONOFOPEIL&TOR


25 Upon the selection of lIre onecennor operalnc. rue Openlor wIno bns been rcnsovni orbs, rninrd that prumphl) deli en In


27 lIre oslccessor operalor all original records relating 10 irperl linos inn the conlrnc I area. mci odin gcu’reeni acerrlln I ing i nirirma lion will


regn cii to the alamo or tile joint acco inn, infornrsli on colnccrnlng nil invoices not yet paid by lie Opera llsr who Ii’s resigned or been
removed, all logo, maps and nil outer infornrati on concerning opera liirnn, 0 riplicalin gexpenses req’iired byci rile of he chance of


29 operator tlrnll In cllarged In (lie join aecoiin


30


3
V. IIEADINGS


32 The Arliche arid i’nrngra plo Ileadi ngn riled in (lii, Agreeniscot are inserle d for convenic 0cc In nly and nInall lie disregarded in


3 3inlerpre hog or conilrlning thin Agreerin eni,


W. ADDITIONAL DEFINITIONS
35


36 — I truriannlal sVcll” shall nieasi a well drilled at on n ogle to the veruical weilbore, inn the ‘sell culls parallel in he larget
formalion .rc none.


38 X. IIINPING
39


30 TIns Agreement will Ire binding n nd wil liniire In the benefit of the I’, rIles, tlreir rc ipeclive lieirt. rcpcclenlaliven, nllcccnin Co


41
and aonigno.


32 V. COLINTERPARTS


43
Tlrin Agreement mny be nero led simnilr oneono ly in one or more clrnnlerparls. each rir wh id, iluill be deemed an on ginnl


and nil of w Inch logetlner oh,11 c onniitutle one and I lie sonar on cr1 meni. A facoimile, lelegea tic or any oilier forini of allllleillicnlrd
5 electronic nigh a ‘Ire a Irall be effective in all reopeclo no an original nigiratlrre. Fail tire of any parly I ocacciilc hr in Operahi rig A greeme nIl


46 slnall not render shin Operatrmrg A greemnen I inclfeciis e no 10 and net’s ceo I lie oIlier ira rh en eneclrlini g Ilia teneriiui I g lit ii Opernliog


Agreensr emit.


48


‘ OPERA’IOR
50


51 AM IDAhO, LLC


53


54


F. David NTurrell
56 ‘icc President- Land
57


58
NON-OPERATORS


60 KBCBANKN,V.
61


63


63


_______________________________________


65 Nomc:


66 Title:


67


68


69


70


71


73


74
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EXIIIBIT”A”


Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as
Operator, and


_________________________,


et a!, as Non-Operalor, dated effective the — day of


_______________


2012, covering the


_________________Prospect.


Canyon, Gem, Payette and Washington
Counlies, Idaho: Maiheur County. Oregon.


EXHIBIT “A” TO BE COMPLETED AT A LATER DATE
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EXHIBIT “B”


Atlached to and made a pail of that certain Operating Agreemeni by and between AM Idaho. LLC. as
Operator, and


_________________________


CL al, as Non-Operator, dated effective the day of


________________


20)2, covering the


___________________Prospect.


Canyon, Gem. Paveile and Vshinton
Counties, Idaho: Mallteur County, Oregon.


Reporting Requirements


On any well drilled within the Contract Area, Operator shall deliver to Non-Operators (lie following
geological information:


WELL REQUIREMENTS


PROSPECT:
COUNTY & SlATE:


YELL I)ATA I1EQI.Ill{M EN’l’S


DAILY REl’OR’l’S


Daily drilling and completion reports by e-mail:


I)


___________________________________


2)


____________________________


Or if necessary by fax:


___________________________


NOTIFICATION OF LOGGING, I)RILL STEM TEST, I)R)LL)NG COMPLETION
AM) ABANDONMENT (24 hOUR NOTICE)


PERSON TO CONTACT OFFICE I’IIONE CELl. PIIONE


DATA DISTRIBUTION


SEND ‘TO:


________________________


GENERAL PROCEDURES


(_J Copy/Copies of Each of the Following:


I. Complete Drilling Program
2. Cement Program
3. Typed Copy of Well Ilistot
4. Directional Surveys


OPEN IIOLE EVALUATION DATA


______


U Field Prints,


______


U Final Prints and


______


(,J Digital PrinI of Each
of I lie Following:


I. All Open Hole Lotas
2. Mud Logs
3. Core Analysis
4. Formation Test
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ExHIBIT “B” PAGE 2


OPEN hOLE EVALUATION DATA (CONT.)


5. Directional Surveys
6. Case Hole Logs
7. Drill Slum or \Vire Line Tests
S. Cement Bond Logs


CASED hOLE AND COMPLETION DATA


_________


(fl Field P rinis,


_________


(_) Final Prints and


_________


(_) Digital Print of Each
of I he Foil owing:


I. Deiailed Copy of Complelion and/or Workover Procedures
2. l’erfornting. Wellbore and/or Reservoir Evalualion Logs
3. BlIP Dam


CONTRACT, ELECTION, REGULATORY AND TITLE DATA


SEND TO:


_____________________________


(_J Copy/Copies of Each of the Following:


I. Drilling Contract
2. AFE
3. Elections
4. Location Plat
5. All Regulatory Permits, Applications and Forms
6. Monthly Production Reports (P-I ‘s. P-2s etc.)
7. Copy of Weekly or Monthly Gauge Reports


End of Exhibit “B”
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COlAS 2005 Accounting Procedure
Recommended by COPAS


copas
r


ACCOUNTING PROCEDURE
JOINT OPERATIONS


Attached to and made pan of final certain Openi is— A erernessf brasid beta en AM I Is bo, L LU. as Opera tsr, and


_______________________
__________________________


ct .1. iiNnn4lpcrslsr. si, ted efrertnr I


___________


si., nf


_____________________________


. 20 2. rOses’s spin


______________


2 rroslwcs. L.anynn. (em. Pa3eitea ad asbinrlssn ( nunhmm. sdabsr Matonse L sssssy. precut’.


I. GENERAL PROVISIONS


IF TIlE PARTIES FAIl. TO SElECT EITHER ONE or COMPETING -ALTERNATIVr PROVISIONS OR SEI,Efl ALL THE


COMPETING -ALTEWSATIVr PROVISIONS ALTERNATIVE I IN EACH SUCh INSTANCE ShALl. HE DEEMED TO HAVE


kEEN ADOVTEIO BSTIIE PAUTIES AS A RESI/LTOFANYSUCHOMISSIONOR PC/PUCATE NOTATION.


13 IN TIlE EVENT ThAT ANY “OPTIONAL” PROVISION OF TIllS ACCOUNTING PROCEDURE IS NOT ADOPTED UI TIlE
4 PARTIES TO TIlE AGREEMENT UI A TVI’EI), PRINTED OR IIANIIWRI1TEN INDICATION, SUCII PROVISION SIIALL NOT


IS FORM A PART OF THIS ACCOUNTING PROCEDURE.AND NO INFERENCE SIIAI.L lIE MADE CONCERNING TIlE INTENT
s OF TIlE PARTIES IN SUCH EVENT.
17


I. DEFINITIONS
19


20 All icons used in hit Accounting Procedure shall have the following meaning, unless onhenvi se enpressly defined in she Agreement
21


22 “Amlias e” meant for I person, another person that controls, it conenoll rd by, or it under common control wish than person. In this
23 detinitsion, (a) rontiol means (he ownership by one person, directly or indirectly, of more shan fifty percent (50%) of die voting securities
24 of a cotvonti on or, for othrr pzroons, (lie equivalent oweerthi p i merest I such as pa nnersln p interests), and (b) ‘person’ means an
25 individual, cosporation, pannerahi p. ernst, estate, nnincorpnrsted organiration, associstion, or other legnl entity


“A grttnstasl” means Ihe operating ngrecrnern. famsoun agreement, or other conlmcs beswren the Panics to whicts Itsis Acrountinr


Pesscedaze is attached
29


3° “Csntrsll.Ide Malarial” means Material that, at the lime of acqsininon or disposition by the Joint Account, 55 applicable, in no classified


in the Material classii.ca’,inn Manual mml recently recommended by the Council of Petroleum Accoun:snto Societies {COPASI
32


“Eqisalired Freichst’ means else procedure of charging transpunarioc coon to the Joint Account bssed upon the di stance from the nearest


Railway Receisicg Polni to the properly


“Eactuded Amssni”m coon a specified excluded macbreg amount moo recently recommended by COPAS


“Fidd Office’ means a olrncrttre, or ponisn of 5 nlmcrjm, whether a temporary or pernnatenes nataltation, the primaty futruon of wharh es


to directly serve daily operation and maintenance activities of the Joint Propeny and whi cli nerves anastagi eg area for directly chargeable
It field personnel
41


42 “First Lrvel Sst avision” meant those employees whote primary function in Joins Operations ia the direct overaight of the Operator’s
10 field employees and/or contract labor directly emptoyed On-tiee in a field opernlirg capacity First Level Supervision functions may
14 include, but are soil i mi led to.
45


46 Responsibility for field employees sod contract labor engaged in activities sisal can inctude field operations, maintenance,


conslraction, welt remedial work, equipment movement snd drilling


Reoponnibitity for day-to-day direcs oversight ofrig operationn


• Responsibility for day-to-day direct oversight ofeonstraction operations
50


• Coordinalion ofjob priorities and approval of work procedures
St


‘ Rmpsnnibility for optimal resource utilization (equipment, Materists, personnel)
52


‘ Retponnihiliny for meeting production and field operating expense targets


• Representation of the Panics in local mallen invoicing c ommuni sy. vendors, regulatory agents and tandowntrt, ss an mci dettat


pan of the supervisor’s oprraai ng renponnibili lies


Respontibiity for all emagorn responses ssth field staff
56 Reaponntbilih for implementing safety and environmental practices


- Responsibility for field adherence to cmepsny policy
SI


Respontibiltt> for employmens decisions and perform arce apprainaln forfietd pemonnel
3°


• 0 veesighs of nub-groups for fied functions such as electrical, safety, environmenlal. tdecrenmusicationt. which may have group


or team leaden
(‘I


“15151 AresssnU mmr.s the account showing the chargm paid and credits received io the conduct of the Joint Otreratiuns that are no be


shared by she Panics, but does not include proceeds attributable so hydrocatboon and by-producta produced under the Agreament
64


63 “Joins Operatinnr mmns all operations aececsan or psoper foe the esplontion. appraisal. dnvetnpmecs, production, protection.


maintenance, repair, abandonment, and restoration of the Joint Progeny


COI5YRIGHT C 2005 by Council of Petroleum Accountants Societies, Inc (COPAS)
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C COPAS 2005 Accounting Procedure
Recommended by COlAS, Inc


cop as


“Joint Property” means the real and personal property subject to the Agreement


7 “Law,” means any lawn. files, regulations, decrees. and order, of the United Slates of America or any stale hereof and alt oihcr


4 governmental bodies, acncit, and other authorities having juriodienton over or afFecting she provisions costatned in or thea, ansacl’onn


contemplated by the Agreament or the Panics and their operali ons, whether such laws now esist or are herenfler amened, enacted,


6 promulgated or issued


o “Material” means prrnretal property. equipment, supplies. or conraniabtea acquired or held Ira’ use by the Joint Property


to “Nsn’O tees ton” means the Parties to the Agreement other than the Operator


II “Offshore Facilities” means platforms, surface and nubsea development and production systems, arid c’ther support systems such at oil and


I) gaa handling facilities, living quarters, offices, shopt. ceanea. ctccnricat supply equi5t and systems, fuel and water 5: onge and piping.


II heliport, marine docking inntallnnions, communicasson facilities, navigation aids, and other similar fad lid en necessary in the conduct of


In offshore operaltons. alt of which am located ofFshore


lb


I I “Off,iIC means any location thai in nun cmssidored Or ‘site as dertnd in this Accmsnung Procedure


IS “OnsisC meat’s ott the Joins Property whets in direct enndjo ci Joint Operations. re tern On-ncte” shall also include that portion of


20 Ofinitare Facilities, Shore Base Facilities, fabtication yard,, artt stagirg areas from wbth Join: Operasnrss are cooducred. cc other


facilssien that dinectty control equipnseet en the Jots: Pmptny. regariesa ci whether such facilities ate owned by hr Joint Acctxcnt


33 °Operator” means she Party denigoated pursuant to the Agreement to conduct the Joint Operations


25 “Pa rIles” means legal entities signatory to she Agreement or their nsccennorn and anoigna. Pani en ahall be refeered to 5 ndivrdually ax


26 “Party


37


35 “Participating In crest” meana the percentage of the costs nnd rink, of conducting an operation under the Agreement that a ‘any agrees.


29 or in onhenoine obligated, to pay and bear


30


3’ “Participa lug Party” means a ttany that approves a pmpttned operation or olhenrtae ngrees, or becomes I iahte, to pay and bear a shaee of


32 she coats and risks ofconducting an operation under she Agreement.


33


34 ‘Personal Esiscnnen” means reimbursed costs for travel and temporary living expenses.


3,


36 “Rallwny It reeiviuu I’sint” means the ralihead nearest the Joinn Property for whiett freights raten are published, even lttough an adoat


37 railbead may non esiat.


39 “SI litre taste Facilities” means onnhorr ouppnn farilities that daring Joins Operasi ona provide such sen/ices no she Joint Prespeny an
In receiving and transshipment point for Materials, debarkation reins for drilling sad production personnel and services; communication,


II scheduling and ditpatchiog center; and onher sasocisird fuscnionn sen/tag site Joint Property


43 “Supply Store” means a recognized source or common orocI poinn br a given Materiat item


41


43 “Technical Services” means servIces provtdtng apecufle rnganredng. geoscience, or otiter professional skills, such as those ped’anned by


If, engineern, geologists, geophysicists, and technician,, reqairrd to hands especific operating coedidons and problems for she benefit of Joins


17 Operations. provided, howr.ee, Technical Services shalt non include those funoniona npecifieatty ideartiflei as oserheed under she second


II paragraph of the nifedsaction of Sect/mt Ill (f)terltnjJ Technical Senicm may be provided by the Operator, Operators Affitiate, Non.


49 Operator, Nms’Operasor Affilisses, and or third panics


30


‘5 2, STATEMENTS AND BlI,LINCS


33


33 The Operator shall bill Nnn’Opensors on or before the taut day of the month for their proportionate share of she Joins ,‘ccerjnn for she


54 preceding month Such bills shall he accompanied by statements titus identify the APE (authority for expenditure), lease or facility, and 5t1


55 charges and credits summaticed by appropriate categories of investment and expense Controllable Material shall b esepararety identified


56 and fatly dmcnhnd in detail, or an the Operators option, Coevoitabte Malarial may be tcnrmntired by major Material classifications


Intangible drillingcostn. audit adjuntmmss, and unusual charges and credits shall he separately ar.d clearly identified


no The Operator my make available tn Non.Opcr,torn arts snatensents and bills required under Section 12 and sir Secsion 13 A l.Idru’tarn


00 nj i’art,acsos kr rite forties) via email, elecirocic data interchange, irtemen wthsites or erher eqtrivalant etcciranic nests, in lies of pspr


hi copies The Operator shalt provide the NonsOperasors tnatractiottn nnd any neemsary infrnsnaoon to accms and receive the statements acd


b2 bills stithin the dmd’nmes ipecified herein A statement or billing nhall be deemed an ddivad twmsty’foor (24) hescra iexctssise or


63 weekends and holidays) after the Operaeor notifieo nbc Nun-Opemlor that the statement or billing is available on ebe websiee and/or tent via


(.3 email or ni ectronic dais i ntereitasge transmission Each Non-Operator individually thai I elect to receive staten estn and billings


65 electronically, if available from the Operator, or request paper copies Such election may he changed upon thirty (301 days prior ad ten


ceo notice no the Operasor
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I 3. ADVANCES AND tAYISIENTS DY TIlE PARTIES


3 A Unless otheewise provided fur is Ire Agreement, lie Operator may requ ire the Non-Operators to advance their share ofthe estimated


4 eanh outlay forth esuccreding month’o operations within fifteen (15) days after receipt of the advance request or by the first day of


5 the month for which he ad vsnce in re9uired. whichever it later The Operator shall adjuat each monthly hilling to reflect advancea


6 received from the Non-Operators for such montit If a refund it due, the Operator shall apply the amount to be refunded to the


subseq ueat month’s hillitg or advance, usleos the Non-Operator sends the Operator a written request for a cash refund rite Operator


shalt rtmia Itt refund to the Non-Operator within fifteen (tS) days of receipt of such written requeat


I 1”Pr’’
49U.el.vwjs onlirtusiur rrsv Is aridrtunihr Aerremesal u. thidOP.vS1 each Pap shaipay ti prgroniona


12
payment in ant made within sach time, the sapaid bstance shall hear ittereat compounded monthly at the prime rote published by the


3
In?? Sate: J,asaraw? ert the first day of each month the payment it delinquent. plus three percent (3%), per toast m, or the maci mum


1
conlrsct rate permitard by tlte applicable usa ry Laws go’ cmi ng the Joist Property, whichever is the lesser, plus attorney a fees, court


route, and ether coats in contecti on wttlt lhr collecttoa of unpaid ammaata If the Pl,?I $‘(rra’I Joanna? ceases to he published or


If
discontinues pabtishing a prime rate, the unpaid balance shalt bear interest comperaded monthly at the prime rate published by the


I;
Federal Receive plus tltree percent 3%). per anaum tolrresa shalt begin sccmiag on the first day of the moash is which the payment


wan
due Payment shall non be reduce,J or delayed al a result of inquiries or anticipated credits unless the Operator has agreed


- she foregoing, the Noct-Opreator may reduce payment. provided tt furnithes docuermulioct and eaplaeta:ion to tl:e


20
Operator at the time payment is made. 10 the criers sach reducnuoa is caused by


Il
II) being billed aeas incorrect working interest ue Patlictpaong tatereat the: is hiolsec has saicit Nrc-Operntoet ace-sal working


interest or laniripating toterest. as applicable, or


12) beingbilled bra projector APE requiringappeovel oflhePaites ursdathe Agreement that the Non-Opera:rrhnu not approved


mis sot ethenvise obligated no ray under the Agreement or


‘6
(3) being billed fee a property it which, the Non-Operator on onger owsu a working interesi, provided the Non-Oprrator has


furnished the Operator a ecçy of the recorded amignmert or leller in-her Noew,thseandieg the foregoinu. the Non-Operator


uha!l remain responsible fur paying bitln allnbutaNe to the intermt is sold or transferred for any bi3t rendered during the thirty


(30) day peried following the Operators receipt ofauch ssriltea notice. or


(41 charges outaide the adjustment pedod. as provided in Section I 4 (Adjtss:ms’uscn)


at
4. ADJUSTMENtS


33
A l’aymesn of any tuch bitto shall not prejudice the right of say Party to protest or question the correctneas slsereof; however, all hilts


and statements, including pay out statements, rendered during any calendar year ahsll conclusively he presumed to be me and correct,


with respect only to experdsturea. after weety-four (24) months following the end of any such calendar year, nix? ess svithin said


period a Perty ekes specific deItIeS wvistett eucepsioct shermo mskitg a claim for adjutamt The Operator shall provide a rmponae


to alt written escepsiona. whg)tcr moot contained is an audit report, within the time periods prescribed in Section 5 (Ecjwasbausre


Aadsat)
39


43
B Alt adjustments initiated by the Opemlor, except those described to Items (I) threruch (4) of this Section 14 B, sre smled to the


32
twenty-four (23) month period following the end of the calender year in which the cqiithnt cSarge appeared or should have appeared


on ahe Operaior’i knot Account stetement or payout statement Ad,usimeetu that may be trade beyond the twenty-to -r (24) month


penod are tisited to adju tamrsts aesutsing fiom the following


(I) I ph.stcal inventory of Conleotlable Material as ptuvided (‘sin Section i (huuemoraeiryf timoaaiL-ah?e ,Mertssfl, or


(2) an offsetting entry (whether in whole or in pan) that is the direst result of a n,eciftc jotnt ir,es1 audit eserptier gnarled by the


Operator eelaltng to another property, or


I 3) • govecnmesc!rrgulanory audit, or


Sc
(1) a ‘socking interest rwsmship or Panicipatieg Littlest adjustment


SI
5, EXPENDITURE AUDITS


52


A A Nea-Opemtor, upon written notice no the Operator and all other Non-Operatort, uhall have the right to audit the Operator’u


accounts and records relating to he Joint Account within che nwcnty.four (24) montlt peried fottowing the end ofsuch calendar year in


which audi bill was rendered, however, conducting an audit ahall not extend the time for the takitg of written exception to and the


adjustment of accuua 5 an provided fur in Section 1,4 (Adjasnmera,s). Any Party that is subject to payout accounting under ttte


Agreement altalt have the right to sudit the accounts and records of the Patty responsible for preparing tht payout atatementa, or of


nIne Party furnishing isfomtation to she Patty reopostible for preparing payout atatementa Audits of pay oal ace ounto msy include lie


volumea of hydrocarbon, preduced and saved and proceeds received for ouch hydrocaebonu as they pertain to payout accounting


required under she Agreemeni Unless uihcnvise provided in the Agreement, audit, ofa payout account shalt be conducted within the


twenty-four (241 month period following the end of the calendar year in which the payout otatemntt wat rendered.


Where there are two or more Nos-Operatora, the Non’Operanorn shalt make every reauonabte effort to conduct a joint audit it a


manner that wilt reaalt in a minimum of inconvenience to she Operator The Operator ahatl hearse ponius of the Non-Operators’


audit cent incurred under this paragraptt unless agreed to by the Operator. Ttie audits shall not he conducted more than unce eaclt year


without prior approval ef the Operator, except upon the resignation or removal of the Operator, and shall be made at the espesse of
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I those Non.Opentora approving such audit.


3 The Non.Opcmsor leading the audit (hereinafter ‘lead audit company) shall issue the audit report within ninety (00) days after


4 completion of the audit tenting and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) monlh


5 requirement for Inking npecilie detailed written exception as required in Section t 4 A (Adjs.trotrtort) above. Att ctaims shall be


6 supported with sufficient documentation.


I A timely filed written exception or nudit report containing written cncepnionn (hereinafter ‘written exceptions”) shalt, witto respect to


0 the claims made therein, preclude the Operator from assertingastetute of limitations defennc against such claims, and the Operator


It hereby waives its right to sonert any statute of limitations defense against sue h claims for so tong ns any Non-Operator eonsinuen to


comply with the deadlines for resolving exceptionn provided in this Accounting Procedure. If the Non.Operatttro fail to comply with


2 the additional deadlines in Section t 5.0 or 1.5 .C, the Operator’s waiver of itt rights to assert a utatute of limitations defense against


3 the claims brought by the Non-Operators sttalt lapse, and oactr ctnims straIt ties be ouhject to ttte applicable ttsmte of limitations,


1 provided nhat such waiver thtlt not lapse in the event that the Operator hat failed to comply with the deadlines in Section 1.5 B or


IS tS.C.


16


17 8. Ttte Operator shnll provide a written response to alt exceptions in at audit report within one hundred eighty (I tO) days after Operator


to receives ouch report. Denied exceptions ohould be accompanied by s auhotantive reoponse. If the Operator fail0 to provide substantive


19 response loan exception within this one hundred eighty (ISO) day period, the Operator will owe interest on that exception or portion


2tt thereof if uttimatety granted, from the date it received the audit report. Interests halt he cnleutnted uting sloe rate set forth in Section


21 13 B (Adtoncav sod J’qrrnrotts by the i’oflies).


22


23 C The lead audit company shall reply to the Operator’s retponae loan audit report within ninety (90) days of receipt, and theft perator


23 shalt reply to the tend sudit company’s fotl ow’up response witttin ninety (90) days of receipt, provided, however, each Nos’Operntnr


25 shall have the right to represent itself if it diaagrecs with the lead audit comptny’s position or hetieves the lead audit compnty is not


26 adequatety futfi Ilieg its duties. Uttess othenvi an provided for in Section 15 0, if the Operator fails to provide substantive response


27 to on escepti ou within this ninety (90) day period, the Operator wit I owe intereot ott that exceptios or portion shereof, if ultimately


20 gratted, from the date it received the audit report. In terest shalt be eateuteted using th crate set forth it Sectios 13 B (Adtostce.toosd


29 )‘e9’stensea by rite tart/es).


3tt


3t ft If any Party fails to meet the desdlinen in Sections 15 II or I S.C or if any audit issues are outstatding fifteen (IS) months after


32 Operator receives the audit report, the Operator or any Not-Operator participating in she audit has the right to call a retolutioa


33 meting, as set fonto in ttri s Section I 5 D or it mey invoke the din porte resol oti 00 procedures ioc laded in toe Agreement, if applicable


33 The meeting will require one mooth’t written notice to the Opernlssr and all Non•Operasors participating in the audit The mectitg


35 shalt he held et the Operator’s office or stutu ally agreed location, and stootl he attended by representatives of the Parties wittt


36 authority no moolve such outotanding itsuet. Any Party who faito to attend stte resolution meeting sissll be bound by any resolution


37 reached at the meeting. The leod audit company will make good faith elTortu to coordisate the retpoose and positions of the


3t Non-Operator participants shroughous the renotutios procens; tsowever, each Not-Operator ahsll have the right so repreoenl itself


39 Attmdeea wilt make good faith eltorts so resolve outstanding issues, and each Party witl be reqotired to pretest uubstentive information


400 supporting its positios. A reoolutioo meeting may beheld so often as agreed to by the Parties. tosues uoreoolved at one meeting may


41 he discussed ot subsequent meetings until etch such issue is resolved


42


43 If the Agreement contains no dispute resolution procedures and ston audi manes cannot be resolved hy negotiation, sloe dispute shall


44 be uubmitted to mediation to such event, promptly following one Pany’a written request for mediation, the Parties to the dispute


45 shalt cl000se o mutually acceptable mediator and share the costs of mediation services equally ‘floe Panieo shall etch have present


46 ot the mediation 00 east one individual who has the authority to settle the dispute. The Parties shall mokn reasonable efforts to


47 ensure that the mediation commcncea within sixty (60) dsys of the date of the mediation requeot. Nonwishstanding the above, any


40 Party may files lawsuit or complains (I) if the t°arties em unable aft er reason able efforts, to commetcnm ndistion within sixty (60)


49 dayt of the date of she mediation request, (2) for slntute of timmtalions reasons, or (3) to sock a preliminary injunctios or ottser


Sit provisional judicial relief, if in its sole judgment as injunction or ottoer provisional relief i a necessary to avoid irreparable damage or


St to preserve the status quo. Despite such tclioo, stoe Parties shall contisue nit Iry In resolve the dispute by mediation.


32


53 •ii— .13 ((ipthonai.14sas’iü.on fltrJo’ioor P,stosifieo)


54 t..,./.n,wt&4$4/.,.,w/5_44q


55 +4w’#swno’sw4d,w-, .‘ ,‘/, ,, 3’ I ._.,,L,...,.,......,.,,,,....,L.d.._Ij,,. ,...,,,.,.fl,,.ILJ,.. .,L,,..,,,.L.’.


56 ‘dL/.,,,. .... ..- ‘,,..-,‘,,,w,,,.-,,,,,,.,,,.,,,.,, ‘ ‘00


57 ‘ ‘‘.‘ .‘ ‘...—
. ....‘.o..’....—....’...’’.....’...,.


St .,,._,,,,,s,.,..,,_whfl’h,’sv’t’_t4_Jneker4wt0° /. 4.. ,,:,l.,e.svh-g,lntae3-J4soJjlv,.aor.,,sJ-,a6nsoms’m,.—,....,,.


59 ......, ...,.......


600


61 6.Al’I’ROVAL BY l’ARTIES


62


63 A. GENERAL MATTERS


64


63 Whereto approval or other agreement of the Parties or Non-Operators is expressly required under oilier Sections of this Accounting


66 I’rocedure and if the Agreement to wtoich this Accounting Procedure is ottached contti ns no contrary provisions in regard thereto, the
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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


2 Non-Operators shall be controlling on all Non-Operators


4 This Section I 6 A applies to tpecific tituations of liteitcd duration where a Party proposes no change the accounting for chargcn from


3 that preacribed in thin Accounting Procedure. This provision doet not apply to amendmenttn to this Accounting Procedure, which are


covered by Section 168


6 8 AMENOMENTS


10 If the Agreement to which thin Accounting Procedure ia attached conlaina ott contrary provi oi tnt in regard therett,, thit Accounting


I I Procedure can be amended by nn affirmative vote of ‘I’m” __J or more Parties, one of which is ttte Operator,


Il I having a combined working itterett oral leant Sists percent Lb!LIL%)- which approval ottatl be binding on all Panics,


I) provided, however, approval of at leant one (I) Non-Operatorshalt be required.


4


In C AFFILIATES


Is


7 For the purpose of administering the voting procedures of Sections 16 A nnd 168, if Parties to this Agreement are Affiliates of each


to other, then auctn Atfitiates shalt be combined and treated an a single Party having the combined working intereta or l’anicipati eg


9 Interest of such Affiliates.


25)


21 Far the purposes of administering the voting procedurcn in Section IsA, ifs Non-Operator is an Affiliate of the Operator, votes


22 under Section I 6 A nItall require the ma) ority in interest of the Non-Operator(s) after encluding the intereut of the Operator’s


33 Affiliate.


24


23 II. OIRECr ChARGES


26


37 ‘The Operatur shall charge the Joint Accesunl with the following items.


2n


29 I. RENTALS AN’) ROYALTIES


35


31 Leate rentals and mynltien paid by the Operator, on bettutfofalt Parties, for the Joint Operations.


32


3a 2. LABOR


34


33 A. . Snlaiea ançt wngcn , ,,


‘na]adl,.0 t DL’,. ,,,j,,_,,.__t.,,,, ,,,,snr,,,., n,j f,,,tl, ,,, COP’t 3,111 rØta-51.riHy r L,.tr:_


37
C.,,,.p.,.,.nsiowt-Pnotnres&4rfor


(I) Operator’a field employren directty employed 0 n-nitet’n the conduct ofJoinn Operations,


45,


4
(2) Operator’s employees directly employed on Stiore Base Fncttt ten, Offshore Fect I ties, or otlter facttt ties nervtng the Jotnt


Property if such costs are not charged under Section II 6 (/tt,e,ntnte ,otd I’iaciliaic.n I’ t,r,ti.nhs’,i by Ops’r,tenr) t,r are not a


function covered under Section III (f) t’erhr’ntn4.


44
(3) Operator’s employees providtng Ftrat Level Supervtston,


(4) Operalor’n employees providing On’tite Technical Services for the Joinl Property if such charges are excluded from the


4t
overhead raten in Section III (Ost’rhc’oaO,


(5) Operator’n employcco providing Off-nile Tecttnical Services for the Joint Property if such charges are excluded from Ihe


overhead ralest’n Section III (Otvr/,c’at,O.


Cttargea for the Operator’s employees identifted in Seclion 11.2 A may be made based on Ihe employee’s acausi salaries and wagon,


or in lieu thereof, a day rate representing tite Operator’s average oaltni en and wages of tlte employee’s specific j th category


Charges for personnel chargeable under thin Section 112 A who are foreign nationals shalt not enceed comparable compen nation paid


to an equivalenn US employee puruuanl to thin Section 112, unlets otherwise approved by the Panien pursuant no Section


1.6 A (Gea,eraalMonens-rs).


B Operator’t cool of holiday, vacation, sickness, and disability benefits, and other cuatomary allowances paid no employees wtione


(I
sat aries and wage tare charg cable no the Joint Account under Section 11.2 A, eacluding severance psymenin or other nermi nali on


62
allowances. Such coats under this Section 11.28 maybe cttnrged on a “wtten and as-paid basin” or by “percentage assessment” on the


63
amoant of salaries and wages charge able to the Joint Accouna under Section II 2 A. If percentage anneasment is used, ehe rale shall


64
be based on the Operator’a cust enpedence.


C Enpenditurot or contributions made purtuann to annenamenla imposed by governmental asthodly that are applicable no costs


chargeable to the Joint Account under Sections 11.2 A and B
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I B Personal Expenses of personnel whose salaries and wages are chargeable no the Joint Account under Section 112 A when be


2 expenses are incurred is connection with directly chargeable activities.


4 E. Reasonable relocation coats incurred in transferring to the Joint Propcrny personnel whose salaries and wagea are chargeable to the


I Joint Account under Section 11.2 A. Noawithttaeding the foregoing, relocation costs thai reosalt from reorganization or merger of a


a Pony, or that are for the primary beacOn of the Operator, shalt not be chargeable no the Joint Account. Extraordinary relocation


7 costa, such as lhooe incurred an a result of transfern from remote locations, ouch so Alaska or ovcraeaa, shall not be charged to the


Joist Account unless approved by the Panien pur5050t no Section t 6 A (GenocrenlMsttecr.sJ.


50 I F Training costs as.,peoicnesi_nis_c4MaAN_M 175 l”CLai&pg_ofrff.ifiiww_coMfr40gne_.ui0iAsesemf+for personnel whose naladen and


II wages are chargeable under Section II 2. A. This trai sin gcttarge shall include she wages, salaries, trainin gcourse coss, and Personal


11 Enpenscu incurred during the training seaaion. The training cool shall be charged or allocated to the pmpeny or propenies direclly


13 benefiting from the mining. The cost of the training course shalt not exceed prevailing commercial rates, where such rates are


11 available


13


16 G. Operator’s currani cos( ofestabtinhe plans for ernpto’ce benefits .


17
, a deorsd in r up, .h P IF 127 1’ Lnsplo, Rents.’.. (4rnrgeal1t


In
te4srnsl4)tnwnn.ss.s—snsl Suit ‘Io—Perneotegd’3Hnninnlm—lrapplicable to the Operator’s lab or costs chargeable to the Joint Account


II
under Sections It! A and B based on the Operator’n actual cost not I oexceed the employee benefits limitation percentage most


Zn
recenily recommended by COPAS.


21


22
It Award payments to emptoyeesrmn.oeoostnnoe’wish4OPAS14I’t I’, l”,’.ws,4n’1n’°’ ‘“rnsu,’sns.nsvass”’for personnel whose


23
salaries and wages are chargeable under Section 112 A.


24
3. MATERIAl,


25


26
Maierisl purchased or furnished by lie Operator for use on the Joint Propeny in the conduct ofJoins Operations as provided under Section


20
IV I NI aiedal J’arrltarnc’s. Ihtstsfrr,s end JJi.yttixiuestts). Only such NI atenial shall be purchased for or transferred to the Joint Properly at


may be required for imniediane use or in reasonably practical and consisient wilh eflicient and economical operations. The accumulalion


ofsotplus stocks shall be avoided.
35


31
3. TRANSPORTATION


32


33
A. Tranaponalion oftite Operator’s, Operator’s Amliate’s. or contracnor’n personnel necesnary for Joint Operations


35
B Tranaponalion of Material between ehe Joint Propeny and another propeny, or from she Operator’s warehouse or other storage point


to the Joint I’ropeny, shall be charged to the receiving properly using one of the methods lisned below Transponaiion of Material


from site Joint Propeny to nbc Operanor’n warehouse or othier storage point uhall be paid for by the Joint Propcny using one of the


methodu listed below
3’)


411


3
(I) If the actual tracking charge is less than or equal to the Excluded Amount the Operator may charge ado al tracking cost or a


42
theorelical charge from the Rni Iway Receiving Point to the Joint Property The banis for the theoretical charge is the per


33
hundred weight charge plus fuel surcharges from the Railway Receiving Point no the Joint Property The Operator sitnIl


consiatently apply the selected alternative.


35
(2) If the actual trecking charge is greater than the Excluded Amount, the Operator shall charge Equalized Freight. Accessorial


charges such ns loading and unloading costs, split pick’up costs, detention, catl out cttnrgea, and permit feca shall be charged


directly to she Joint Property and shall not be included when calculaling the Equalized Freight.


49
5. SERVICES


55


The cost of contract se rvicet, equipment, and utililieu used in the conduct of Joins Operations, except for contract services, equipmenl, and


utilitien covered by Section III (f) ts’rhe’asfl, or Section 11.7 lAiltIhaw.s), or excluded under Section 11.9 (Legitl Expeitse) Awards paid no


I contractors shalt be ehargeablejsounsnttt I.. COP’S Nt Ft I o+5,a.wandw+s4nvt4sty.e6nd.4..icen4ss&4.


55
The costa ofthird pany Technical Servicen are chargeable no the extent excluded from the overhead rates under Section III (f)trrhrenfl.


57
6, EQLIII’uIENT AND FACILITIES FURNISIIED BY OPERATOR


59
In site absence ofa separately negotiated agreement, equtpmeatt and facilities furnished by the Operalor will be charged as follows


61


62
A. The Operator shall charge the Jotnl Account for one of Operaaor.stwned equipment asd facililien, including but not limited 10


production facilities, Shore Base Facilitieu, Offshore Facilities, and Field 001 des, an rates commensurate with tile costa of ownerahi p


and operation. The cost of Field Offices shall be chargeable to the extest the Field Ornces provide direct service to personnet who


are chargeable pursuant to Section II! A (t,oh,te). Such rates may include labor, maintenance, repairs, oIlier operating expenae,


66
insurance, taxea, dnpreciation using straight line depreciation method, and istereat on gross iavestmene lets accumulated depreciation


not to exceed ‘I’,’tt percent I lit %) per annum, provided, however, depreciation shall not be charged when site
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equipment and facilities inveutmeet have been fully drprectal ed The rate may include an element of the ccli mated cost for


2 abandonment reclamation, and dismanslem enl Such rates shall not escred lb e average commercial rates cutrently prevaili eg in nbc


3 immediate area of the Joint Ptopeny


5 B In lieu of chargea in Stetson 116 A shots, the Operator may elect to use average commercial rates prevailing in the immediate arts


6 I of the Joint Pmpmtv. “‘.1’ - 1n—peo t (‘‘.tt equipment and facilities are charged under hit Section 116 0, the Operator shalt


adequzcet dananten: .‘ad support commoretal rate, and ahett penodscatiy review and update the rate ar.d the supporting


documentation Fo rratomotive equipment. the Operator may elect to ow rates p-ustiahd by the Peirdeum Moaor Transpoct


9 Association 5PMTA) a- rjch other organiaatiot recogn:acd by (‘OPAS as the official sante ofrates


to


It 7. AFFILIATES


3 A Chargen for an Affitiaae’n goods and/ne cmi cci used in operationa requiting an APE or other authorization from the Nun-Operateas


4 may be made without the approval of the Ponies provided Ii) the Affiliate is identified and the Affiliate goods and services are


IS specifically derailed is the appeared APE or ether as shosintion, snd (ii) the tonal coals fcc such Affittate’s goods and services billed


16 I torte h indiridast project do not exceeds I ttittwtott if the total costs for an Affitinte’a goods and owvtcm etc rgad to oath


I! tndivid-jat prec Ire not specifically detailed is the approved APE or aushodeaton or estee] such amount. charges for such


It Affiliate shall ruire nppror at of the Pen en, pueraant to Section I B A {Gnwiret/ Adetesers t


20 B For nfl Affiliate’s goods tahoe services used is operanionu net requiting an APE or other arathortntiea fran the Nsn-Opeeators.


21 charges for such Affittate’. goods and acM cm thstl require approval of the Paflncs, parsoaet to Section I 6 A I Gratersal bf,arkr 7, if the


I charges once,] S a5.ttsks.vfl ins gisen calendar year


24 C The cost of she Alt I iatc’t gaodt Ge sen ices shalt flat esceed average com merciot rates prevailing is the ama of site Joint I’ropenv.


23 untens the Operator obtains the Non-Opcrntaea’ approval of sach cases The Operator shall adequately document and auppan


20 commercial rates and stsatl periodically revi ewan d update the rate and sine sopponing documentation, provided, however.


37 documentation of commercial maca shall not b eeeqnn’ red if the Operator obtains Ntsn.Operator approval of inn Affiliate’ seates or


39 chargen prior to bitting Non-Operators for such Affiliate’, goods and services. Notwithotandieg the foregoing, direct charges for


2.1 Affihi sse’owsed communication facilities or system. a hall be made pursuant so Section II 12 (l’snnsm snnaic’atisn,s.s)


an


31 lfthe Ianieu fail to designate an amount in Sections II.’ A or 1170, in each instance the amount deemed adopted by ttse Panics as a


32 result of sacts omission shall be the amount eotahli shed as site Operator’ sexpenditure limitation in the Agreement If lee Agreemcra


33 data not contain an Operator’ seapen diture limitation, the amount deemed adopted by nlte Panics as sresult of such omission shall be


31 zero dollars (5 0 00).


35


36 5, DAMAGES AND lOSSES TOJOINT l’ROt’FRfl’


3,


75 Alt costs or expe noes eecesaary for the repair or replacement of Joint l5repeny rcoolti ag from damages or lonnen incurred, except to tIne


79 extent nazis dnmagea or lasses resu It from a Pany ‘a or Parties’ grant negligence or willful miscondsct, in which cate etch Pony or Panien


111 shall be solely liable,


11


42 TIne Operator shall furnish the Non-Operator written notice of damages or tosses i ncutred aa noon aa practicable after a repon has been


43 received by the Operator


44


45 9. LEGAL EXPENSE


lb


17 Recording fees and coos of handing, wetting, at otherwise discharging litigation. claims, nnd liens incurred in or resulting front


Is operaaians under the Agreement, a’ necessary to protect or recover ehe Joint Properly, to she extent prennittd under the Agreement Con,


1” of she Operator’s a’ Alttiate’n teal staff or outside attorneys. ircluding fees sad espeutuen, an not chargeable unless spprovd by the


Sn: panics parmasnt no Section to A çGcneret/ A6trsc,.st & otherwise presided fat in the Agreement


‘3 Notw:thstand:ng the foregoing pernuTaph, cosu for procuring abstracts. fees paid to ossanide anoncys for title examinations (inclsding


73 pretim:r.auy. supplemental, shun-in royntty opinions, division order title opisionul, sod curative work ohall he chargeable to she extent


54 penni nod as a di met charge in she Agreement


5,


56


57 tO. TAXES ANI) PERMITS


59 All tarn sad pmnnirinr fees of every kind and nature, stressed or tried spccu a’ in ronneetlon with the Joint Property, sr the production


on therefror and which have been paid by the Operator for the bmaeOt of sIte Panics, including penalties and interest, ecceps to the extent the


hi petaatties an] interem result from the Operator’t grass eegligence at willful misconduct.


ha If ad valorem raxes paid by the Operator are hand in whale or in pare upos separate valoaee’ons of each ‘ama esortiag interest, then


64 noasvi thnnandi ng any conaraey provisions, tine charges to the Pani en will he made in accordance wish list sun va tue generated h yeac It ‘any’s


57 working interest.


vs
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Costa of tax conuultanna or advisors, the Operator’s enaployees, or Operator’s Affiliate employees in matters regarding od valorem or other


3 tax matters. are not pernti ted as direct charges unless approved by ihe Panics pursuant to Sectiun 1.6 A (Gt?ntc’rnsI A%otWr.n).


4 Charges to the Joint A ccosnt resutsing from tales/use tax audits, including extrapolated amounts and pennltien and interest, are pennitled,


provided Itte Non-Operator shall be allowed to review ttte invoices and olher underlying nource documents wltich served an ttse basin for


6 tax charges and no detennine that the correct amount of taxes were charged to the Joint Account. If the Non-operator is not penaitled to


review such ducumeotation, the sales/use tax amount shall soc he directly charged unless the Operator can conclusively document the


a amount owed by tie Joint Account


to it. INSURANCE


12 Net premiums paid for innurance required to be carded for Joint Operations for the protection of the Panics, If Joint Operations are


to conducted at locations where the Operator aett as self-insurer in regard to its worker’s compensation and employer’s liability insurance


4 obligation, the Operator shall charge the Joies Accoant manual ralen for tie risk assumed i nits Se If-i nsuran cc program an regulated by the


to jurisdiction governing the Joint Propeny In the case of offshore operalions in fedecal waters, the manual rates ofthe adjacent utale shall be


Is used for peraonnet perfonning work On-nile. and such eaten shall be adjusted for offshore operations by he US Longshoreman and


I? tlathor Workers (USL&IIj or Jones Act surcharge, as appropniste.


In


19 12- COMMUNICATIONS


211


21 Costs of scquiting teasing, installing, operating, repairing, and maintaining communication facilities or syntema, including satellite, radio


22 nd microwave facilities, between the Joint Properly and the Operator’s office(s) directly reoponsibte for field operations
1 Jeawdflik’t


23


21
wish’41w”poo44iu..nJ’ COI5AS’4’tl’t I I l”Field—eo.,npnticq—onn1—cm,t,,u..rnti..., fly .L.,.n”l If the communicnlionn facilities or syntemu


25
serving the Joint Propeny are Operator-owned. chargeu to the Joint Account shall be made aa provided in Section 11.6 (Aqs4sntesti cord


I”aas’ilieics Furnished by Upu’rrteorj. tf the communication facilities or systems serving the Joint Propeny are owned by the Operator’s


27
Affiliate, charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joint Propeny TIte Operator


20
shill adequately document and suppon commercial rates and shall periodically review and updale the rule and the nupponing


documentation.
29


30
t3. ECOLOGICAL,, ENVIRONMENTAL, AND SAFETY


31


32
Costs incurred for Technical Services tad deafling no comply wills ecologictl. environmental and safety Lawn or standards recommended by


Occupational Safety and Itaalth Administration (OSIIA) or other, regulatory authorities All other labor and functionn incurred for


ecologictl. environmee tat and safety matters, including masugemeut, administration, and pensitting, shall he covered by Sections 112


Jo
(lAsbor), 11.5 (&rs’ice.n), or Section Itt (Otvrhe’ad% as applicable.


Conto to provide or have availnble pollution containment sad removal equipment plus aemal coals of control and cleanup and resoltieg


responsibilities of oil and osher spillt as well as di schaegen from permitted outfalls as required by upplicable Lawu, oe other po1 lotion


4
containment and removal equipment deemed nppropriale by she Operator for predent operationt, are directly chargeable


41
13- ABANDONMENT ANI) REClAMATION


42


Costt incurred for abandonment and reclamation ofthe Joint Propeny, including costs required by lease agreements or by Laws.


45
15- OTHER EXI’ENDITURES


46


Aey ottsee expenditure not covered or dealt with in the foregoing provisions of this Section It (Direct (7snve.nj, or in Section III


(Otx’rheai and wInch is of direct benefit no the Joint Properly and is incurred by the Operalor in the necessary nnd proper conduct of the


Joint Operations. Charges made tinder thit Section II. IS shall reqai re approval of the l’aniea, pursuant to Section I 6 A (Ge,tc’ratt Afuerers).


St


52
III. OVERHEAD


53


As compensation for conto not specifically identified sn chargeable to the Joint Account purusant to Section II (Direct (70au03,’c’u), the Operator


$
ahtll charge the Joinl Account in accordance with this Section III.


Functions included in tIre overhead rates regardless of whether perfonsed by the Operator, Operator’u Affiliates or third panics and regardlett


of location, shall inclade, but not be limited to, costs snd expennes of
59


60


61
- warehousing, other than for warehouses that are iosntly owned under thin Agreement


(2
- design and drafting (encept when allowed an a direct charge under Sections 11.03, 111.1 .A(iij, and 1112, Option B)


- inventory conls not chargeable under Section V (httrsuories sjccaattresllah/e A(oeerianO


- procaremen
61


- admtntntratson
65


s
- accounting and auditing


gan dispatching and gas chart inlegration
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I human rerourres


2 management


3 uapasiaioe fbI directly charged under Sorlion 112 (Labor)


legal services not directly chargeable under Section 11-9 (Legad&gwuir)


5 taxcuon, ooher than those costs dentifled in dmreclly chargeable under Sccto3 El 10 (Taxes am) )‘Crmflhis)


6 preparation and monitoring of pentiitn Lid ceittlcationa. prçnrirg realnlocy repels. appearances befone or mccl cpa with


7 governmental agentcict or olher authorities bring jurisdiction over ‘he Joint Properly, other than On-site inspeclions. resiewxng.


intenpteuing. or nubmitming comment, On or lobbyteg with respect to Lawn or proposed Laws


Ic Overhead charges shalt include he islam or wages plus eppticahle pay-soIl hurdent, benefits, acid Personal Enpeasm of personnel performing


II overhead fartclnonni. as ‘sell as odl5ce and othtr related expenses of overhead frictions


I) I, OVERIEFAD—ORILLING AND PRODUCING OPERATIONS


14


3 An corn pennali on for cotta incurred but not chnrgeahl e under Section II (II ret-I (‘barges) and not covered by other provisions of this


lb Section III. the Operator shall charge us either


I?


II 2 (Al ttrnalive I) Fined Rate Basis. Section 1111,8


19 I B—4%jirnaa,t ‘I ug’’Lii- .stiln 1111 I,


211


21 A- TECHNICAL SERVICES


22


23 Ii) Etcept an ottmenvise provided in Section 11-13 (Eemtlogisutl Fatiromime,isnl, md Safety) and Section 1112 lOrerhc’ad Ala/or


24 (‘raim.tintcrtmmrt a,id (‘ttrttsrrrtphe), or by approval of the Panics pursuant to Section I 6 A (General A (sitters), the sulnrieu, wages.


25 related payroll burdens and benefitu, and Peruonat Enpenncs for On-nile Technical Semi cr5, including hit I patsy Technical


25 Services


27


Zn 2 (Allrrnan is-r I — D inca) shall be charged direct to the )oinn Account


32 I B—44Mnsat 2 ¶>nL.lt


31


32 (it) Except as other-vise provided in Section 1113 (Lsmli9,scal. htt’,rmrnmenraL and £sfrn) t’sd Secuon lIt 2 tarrhroal Alsrfor


33 flnmniraacthttm am) fluaorrphe), or by epprosa] of the Patsien purnuanl to Section 16 A (Graienil .l,irterat, the n&nes, wages,


34 related payroll burdens and benefint, and Personal Esperses for Off-nite Technical Services, tneluding third patsy Technical


39 Sen-seer


37 6 —fltte.nal,ret 41l-Osrtlteady,I,rss’s,-.sies’viswswrm


B (Alternmn,i’r—a—-4ln laircc.).,:,r-i_;cx,rir -, ,l.,e,-I ic so’s-.


4,)


2 (Atteratanive 3 — Drilling Dirrct) shalt becliarged direct Ia he Joi nI Account, ooii it the entent auch Terimni cr1 Semi en


42 are directly altmibutable to drilling, reddtting, deepenirg, or sidetracking operations. through completion lempurary


43 abandonmrent. or abandonment if a dry hole Off-site Technical Sen-ices for all stlher operatiosa, includtng workover,


14 recompletton, nband onment of producing wells, and die construction or exponnion of fixed annets not cosered by Seclion


45 III 2 (0 ss’rlnrstd — Mtyor (‘ra,nrnmctkm otis) (‘satastrmtplme) nholt be covered by tIme overbea d rates,


45


47 Nolwilbttanding anything to the contrary in thin Seclion III, Technical Servicea provided by Operator’s Aol I iales are sub) cc, to limi latitmnn


45 net foflh in Section 11-7 (Afflhittres) Chargea for Technical personnel perfonsing non-technical work thtlt not be governed by this Section


39 111,1 A, but inatetd governed by other proviniona ofthia Accuunling Procedure retaming to the type of work being perfutmed


SI)


SI B OVERHEAO—FIXEDRATEBASIS


53 I (I) The Operator nhnll charge the Joint Account at the fot tool n grates1vn we11 per month


34


35 Batting Well Rae per monlh $ ‘ 7rtott,fl)t (pmrtled for lest han a Full monlh or tlrillitsg art is it,) tier suit mi forty 19) erratic


36
r


Producing Well Rate pa month S —r ‘t,tvt per n net of rarer (4111 acres nirlesa.


(2) Applicabon ofOvediod—Omitling Well Rae shall be at fellows


St
(a) Charges for onshore drilling welts sltatl begin on the npud data and tenttisate on the dale time dritling and/or completion


63
ecuipmecm used on the wril in nleaasd. whichever occm later Charges for offshore and inland waffle dntlir.g weitu shall


begin on he date the drilling or completion equipment acuism on locations and tennir.ate or tIme date the dritlung or completion


6n equipment moset off locaiton. or in released, whichesrr occurs first No charge shall be made during sunpennion of drilling


andor cznnpte:iro eçurniioncs far fifteen (I 5)rr more consecutive ctlmdar days
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(b) Charges for any well undergoing any type of wnnkover, recumplntiun. and/or abandonment for a period of fire (5) or more


consacutive work—days shall be made at the Drilling Well Rate Such charga shall be applied for the period from da:e


operations. with ng or other units used in oyscratioel, canmence through date of tie or mher mit release, except that r.o charges


shall be made during suspension ofoperariona far fifteen (IS) or more conoectutce calendar dayn


35 2. OSTRIIEAD—MAJOR CUStRUCflON AND CATAS’TROflIC


To canpentate the Opcamr foe overhead cona incurred in connection with a Mater Conuracalon project or Catastrophe. ha Operator


thali either negmmat earate prior to the beginning of the project, or shall charge the Joint Account for overhead bated as the bellowing


races for arty Major Conotmctiaa project in escess of the Operator senp endiiuce hots tinder the Agreement, rr for any Catanarophe


regardless of the amount If the Agreem— .0 which thin Accountieg Procedure is attached does not contain an expeitditure ltmtt. Major


Coustroctias Ovethmd shn3 be asoensed for any single Major Cnnstmcttun project cmting in txceso cf$ I O0,Oou gross


to


It


12


I)


l.a


IS


16


In


I9


20


11


32


23


24


23


26


27


25


30


31


32


33


33


35


37


35


39


43


II


42


43


44


45


46


47


In


49


Sit


St


52


53


54


53


Sc’


57


59


6 (3) Application ofoverlmad —Producing Well Rate nhall bean fellows


In) An active welt that in produced. injecued into for recovery or dinposal, or used to obtain water supply to support operations for


any ponion ofnhe month shall be considered an a one-well charge for the mItre month


bI Each nctive eumplenton in a mtdti-canplned well shall be roenidered ao a ase-we3 change ptor,i dod each completion in


considered • separate well by the encasing regrileton’ authonty


(0) A oae’well charge ahnlt be made for the month in which plugging and abandonment operarionu are completed on any well.


unleoa the Drilling Well Rate upplien, as provided in Sections III. I B lHal or (h) Thin ona’weII charge uhall be made whether


or not the well han produced.


(d) An active gnu well shut in becaune of overproduction or failure ofa purchaser. procensor. or tranoponer no take production shall


he considered as a ose.well charge provided the gan well in directly connected to a penn anent sa Its outlet.


(e) Any well not meeting the criteria net fonh in Sections III I 11.13) (a), lb) (c) or (d) shnll not qualify for a producing overhead


charge


(4) The well rates shall he edjuated on the first day of April each year following the effective date of lie A grremrn I, provided.


however, if this Accounting Procedare in attached to or orhensine governing nine payout accounting under a fatmout agreement, nbc


mIen shall be adjusted on the firna day of April each year following the effective date of melt farm out agreement. The adjustment


shall he computed by applying the adjustment fact or most recently published by COPAS The adjusted ales shall be the initial or


amended rates agreed to by the ‘soles increased or decreased by the adjustment factor denenbod harem. for mcli year hom the


effective da’.e ofauch mao, in nceotdance ssith COPAS .‘CFI—7(” Adjustment ofOverliend ReIen’(


—4AtRi4iAn- 4IRc544,g4s%’2i’


4—sOviet [c4. ntg,nh.4’t’sl-,kcnt,nn4.t tlnr4i_’s’w.rtsui


(is —41ps.MnntRaI, , s-i) s 6.-cnwn-s,-,me.nwl4selssatlPwpensr..6Js..tefwa.M.


nu...i4tii’n.J_.:.4,,. Ill ‘.._L.’;,...JIi.,l.Llt’...i ..,,J II” l.fl54—#-11, .,;, cf 1eL.,3l J.s.. J:tn,u,. .3_s


fii_.,.,.__’t_..rJf L.j,jj_.,.,,a7r.nrt__j_J.l_s ...,,,,.J_ I., LthJl


.,,l,,.1 ... l,A,.,.,lh’..’ a,_.t;n..al..rhl.:.,rP,..t’..


)—4pia%estsunc1’Owe.h.as6rne.got&s4walsnlI4’n.4a4hsw.


(&) ‘r._ P fl,tin ,iistl I,,., lii jaIl ,,.tsi,. r,.ai.,.si,’qe’,es*ls—


jil mlii .g. rJnillit, ‘Il.,nrae ‘,., ci .,:,.e i,t• a II


liil i t.fratin.ty — J11• it ..;,,_.yin Iii ._eatir.i Na .l,allin.e


b-I p. n,,..


(‘I ..i.’,,..i..t tlli,.n ,,l’li:..iaar.L,tl’n ,_...,,I’ 0,J ......L.ni.sj ,nh,,. ‘: ,,,ihln,,.p


l’.vd—aw.w—n.nheo—nlsn.s--Maj-. i”j -Ir”i”n jUst’’.,, ‘r,, Lfin.di.. Frhass4ll.’ ((Ift..


innsti-.rft,clopiliel.


K I Ok, ° l5tintR..t ..“— Ii — ,LtslIttiliti’tll oil r. di ;inn-Optcnltssta-t,cs,4-ut.nniaI.tnu-w’+.ss.55-4ll-r


“ I,.


on


61


62


63


(a


65


f’6
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Majoe Constmcton shall mess the cmtsuuaios assd installation of fixed ansets, the en pension sf fixed assets, and any other project cleans


2 discemihe as fixed asset sequsred for the desdopitens and operation of the Ju4nt psopeny. or in she dismantlement. abardonmeutt,


a removal, and restoration ofplstfornss, produni on equipm eat sod other operating facilities.


Catastrophe is defined as a ujddn calamitous meat bnnging damage, lots, or destruction to prepesty or the environment, such so an nit


spill, blowout, etplosion, fire, storm, hurricane, so other disaster The overhead rate shall be applied to shone coats necessary so restore she


7 Joint Propeny to the equivalent condition that existed prior to the event


9 A. If the Operator absorbs the engineering, design and draftieg costs related to the project


In


I (I )55. II % oftotal costs if such costs ore lest than $100,000: plus


‘3 I ID) 53.tt oftotat rusts in encesa of 1100000 bat tess than II 000000 plus


5 I (3 )‘‘2.0fl distal costs in excess of $1,000,000


6


7 B lithe Operator chsrges engineering, design and slnflitg costs releted In the pnject directly en the Join: Account


Is


59 I (5) ‘‘5.1) oftolal costa ifaoch cossu are lens than $100,000. plus


20


21 I (2) ‘j.tI oftotal costs is excess of $100,000 hut lest titan $1,000,000; plot


22


23 I (3) ‘2,lt % oftotal costs in excess of $1,000,000.


24


25 Total cost shnl I mean she gross cost of anyone project. For the purpose of this psrsgrapls, the component pans of n single Major


Construction project stislI not be treated arporstely, snd the coot of drilling and ssotk over wells and purchasing and installing pumping


27 units and dovithote artificial lift equipment shalt be excluded Fee Catastrophes, she rste shell he applied to all enact snsocisted with each


2t single oncutrenre or e’,ecs


311 On each prect the Operator shall advise the Non-Opesalorls) in advance which ofthe shove oplimst shall apply


‘I


32 For the parjmscs of ralcularing Catastraphe Oveshead, the cost efdrilling relief wefls. subanrjte wells, or conducting isiher welt cpevalions


33 directly resulting from the catastrophic event shall he included. Expenditures so which lheoe rates apply shall not be reduced by salvage or


34 insurance recoveries. Expendituren that qualify for Msjttr Construction or Catantroptte Overhead shall rot qualify for overhesd under any


35 other overhend provisions.


36


37 to she event of any conflict between the provisions of this Sectios 111.2 nnd Ilte provisions of Sections It 2 Labor), t15 (Serinres), or II 7


35 (Aff (vases), the provisions of tlsts Section tIt2 shall govern.


39


40 3. ASIENI5.%IENTOFOt’ERIIEAIJ RATES


At


02 The overhead rates provided for in this Section Itt tr,ay be amended froen time to lime if. in practice, the rates are found lobe ineetliciens


43 or excesnive. in accordance with the proviniocs of Section 16 B lAmrts/nterns)


44


45


46 IV, MATERIAL PUISCIIASES,TRANSFEHS, ANt) VISI’OSITIONS


47


40 The Operator is reaposaible far Joint Account Maleritl and shall make proper ned timely charges and cred,ts for direct purchases, transfers, and


19 dioposiliona Ttie Operator shall provide all Material foe use in the conduct of Joint Operations; however, Material may be supplied by she Non’


so Operatots, at the Operstor’t option. Material furnistsed by sny Pany shall be fsmsnhed without any expresn or implied wansntien salts qsality,


St fitneos for use, or any other matter


52


33 I. D5RECTPS’RCJIASES


54


55 Direct purchsses shall be charged to the Joint Accouss at the price paid by the Operator after ded sct’ion of all diocounes received The


56 Operator shall make goon faith etTois to take diacgjntn offered by suppliers, but shell sos be liable for failure to sake ±scmseto except to


57 sh center,s stach failure was the reralt ofthe Operator’s gross eeg!igence nr willful miaconducs A direct patchase ohtlt be deened no occur


5! atm so aces.. t is made between en Operator sad a third pony for lb e.rquisstion of Material for a spenific well nile or location


59 Mstenal provided by the Operator ued er”ven dor stocking programs.” where the inieial use is far a Joint Prcpeny and title of the Material


60 does not pass from the manufacturer, distributor, or agent until usage, in considered a di reel purchase. If Material is found In be defective


61 oct returned to the manufacturer, distrihusor. or agent for sty other reason, credit ohsll be psssed to the Joint Accoant within sixsy (60)


62 days after the Operator has received adjustment from the manufacturer, distributor, or agent


63


64


65


66
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I 2. TRANSFERS


3 A tranufer is detesmined to ocoar when the Operator Ii) furnishes Material fran a storage facility c, 1mm another operated propenv, (lit has


4 mourned liability for she storage costs and ciaaseea is value, and (iii) has previ maul> sec’.ared and arId title to the transfewed Material -


Similarly, thn removal of Material learn the Joint Property to a storage facility or to another opnted pmpefly is also csidcred a transfer.


6 provided, however, Materiel that is moved leon nhn Joint Property to a storage tucatian for rare-keeping pending disposition may remain


7 charged to the Joint Acu I and is not cons’ dered a transfer Material shill be disposed of a accordance with Section IV 3 I Dtsjvtt,iua,t atf


Se,p(as) and the Agreement to which this Accounting Peocedute is aoarhed


Is A PRICING


Ii The value of hiatna! translened toFfroan the Joint Proporny should generally reflect the tV3ulit3 value on the dale or physical nosIer


13 Regardlenu of the pricing mnahod used, the Operator shalt make availnble to the Non-Operators su Olcient documentation to vnaify the


14 Material valuation When higher than tpeciflcunion grade or size tubular, are used in the conduct of Joint Operations. the Operator


IS shall charge the Joint Account at tlte equivalent price for well deuign specification tubulars. unletu such higher upecification grade or


It sized nubul urn are approved by the Panics purauaal no Section 16 A (Gs’itcral Mswcr.a). Transfers of new Materiat vdll he priced


7 using oae of the following pricing methodn; provided, however. the Operator shall use coauiuneot pricing metttoda, and not alternate


II between methods for the putpoae ofcltooning the method mont favorable lathe Operator for aspecific transfer


lv


20 (I) Uning published prices in effect on dale of movement an adjunted by tlte approptiale COI5AS Iliutorical Price Multiplier (11PM)


It or prices provided by the COI5AS Computerized Equipment Pricing System WEI5S).


22


23 (5) For oil country tubulars and line pipe, the published price shall be baued upon eaatern mill carlond base prices (Ilouston,


24 Tenut. for special end) adjusted an ofdate ofmovemest. pluo transportation cost as defined in Section IV 28 lFreitl)


35


2ct , lb) For other Material, the published price nItall be the published list price in effect at dale tilmosemenl. as ttnted by a Supply


27 St ore nearest the Joint Property where like Matrrial is noamslly available, or point of manufacture plus transportation


21 coeto as defined in Section IV 2 Il(trrtglti)


19


33 (2) Bated on a pnce quotation frmn a vend-or that reflects a oit,ent realistic acqutotort coot


31


32 (3) flased on lie amount paid by the Operator for like Material is the vicinity of the Joint Property with:n the prniou’s twelve (12)


33 montht from the dite ofphyaical transfer


34


35 (3) As agreed to by the Particapating Patties for Material betng transferred to the Joist Property, and by the Pantes owning the


36 Matetial for Material being trssafarnd from the Joinl Ptopeity


37


31 II FREIGhT


‘9


40 Transportation costa shall be added to the Material transfer price au ng nbc method prescribed by the COl’AS Compueerized


II Equipment Pricing System (CEI’S) If sot using CEPS, transportation costs shall be calculated as followu


42


43 (I) Transportation costs for oil country tubutaru and line pipe shall be calculated using ahe distance from eastern mill to the


13 Railway Receiving Poiqt baled on thc carload weight hatiu
sin ,ex,.....,,.. id ‘a lIt. (-ePAh, -4FI 3 B I”? Internal Pitting


tL
46


37


16
(2) Transportation costs for npeeial mill itema shall be calculated from that mill’s shipping point to tlte Rail way Receiviag Point.


For transportation costs from other than eastern mills, the 30.000-pound intersaate track rate shall bu uned. Transpttnation coata


for macatoni tubing shatl be calculated based on the interstate track rate per wei gut of tubing transferred to ahe Railway


Receiving Point.


51


53
(3) Tranuponalion costs for special end tubular goods shall be calculated using the interstate truck rate from I loaston, Tenau. to the


Ratlway Recri.iog loint


5,
(4) Transportation coats for Mattnal othar that that detrnhed in Sections I” 2 3 B I) through (3), shall be catrulatrd from the


Supply Store or point ofmanufar.ure, whichever is appropriate. to the Railwny Rccai’,irg P&rt


Regardleau of wherher using CEPS or marrjally catr.atating transportation costa. trasaponaaaon coats from the Railway Receiving Point


to the Joint Property are in addition to the foregoing, and may be charged 10 the Joint Account hated on actual costs ircured Alt


hi
transportation costs are subject to Equalized Freight as provided in Secttoa 11 (Trwt.yvari.-taaairt) ofthis Accounting l’;ucedure


- C TAXES
63


ha


6n Sales and use saves shall be added to the Maent tmrtsfer pore usarg mther the method contmned tn the COPAS Computatzed


Equrpment pricing System (C EPS) or the applicable Ian rate in effect for the Joint Pronrnv at the time ar,d place of tranafer In ci I ha


cane, the Joint Account sbs!l be chanced a credited at the rate that would have govmntrd hsd the Slatet,al beer a direct rarchane


COPYRIGhT © 2005 by Council of Petrolmum Accountants Societies, Inc (COPASI
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C COI’AS 2005 Accounting Procedure
Recommended by COPAS, Inn


copas


0 CONDITION


3 (I) Condition “A” — New sod unused Material in sound and serviceable condiiion shall he charged at one hundred percent (I 00%)


of the price as determined in Sections IV IA (Pricniig), IV 2 B (Freight), and IV 2 C (lien’s) Material tranofened from the


Joint Property that was tot placed in sernice shall be credited ns charged without gain or loss, provided, however, any unused


Matmia] that waj charged to the Joint Account through a direct purchase will be credited to the Joint Account at the otigina


7 ease paid teas restocking (eta charged by the ‘ardor New and unused Material urtsfetred front the Joint Propertb may be


credited an a price oeheo than the price onginalty charued to the Joint Account provided such price is approved by the Panic,


9 owning mach Material, pursuant to Section I hA (Crsirrst? (hasten) All reftatbiuhieg costs requ red or necessary to roam the


to Material to utigiatl condition onto cerect handling, tranapoeqation, or other damages will be borr.e by the diseasing property


It The Joinl Account inresponsible (or Mttenial preparation, hand3ng. and eractaponarioc conan for new tnd unused Stmeniat


charged to the Joint Propmsy eithee ebrough a direct purchase or Banufer Any preparation costs incurred, including any internal


3 oresteena I coating and wrapping, will be credited on new Material provided these tend ces were non repeated for such Material


II for rite receiving property


IS


In, (2) Condition “B” — Used Material in sound and serviceable condition and tuitahie for mate without recotditionitg ultall he priced


57 by multiplviog the price determined in Sections IV 2 A lPnc-irpc). IV 2 B (1*1gb:). and IV2C (lisle’s) by teventy- fist percent


II (75-i)


IS


20 Cacti as provided in Section IV 2 0(3). all reconditionieg costs required to rer,tnt the Materiel to (‘ocdition “B’ or to correct


21 hantdl;ne. tnnapecnatians mother damiga. wilt be borne by the disesting prupoly


23 If else Material was origi tally charged to the Join Account an used Mated al and placed n tervi cc (or ehe Joist Property, the


24 Material will be credited at the price detenniend in Sections IV 2 A (d’rtctntg), IV 111 (Freight), aed IV 1 C (flaxen) multiplied


25 by nixry-five percent (65%)


26


17 UnI eon olttensi se agreed to by the tarries hat paid fur ouch hi atori al used Material eranaferred from the Joint Property that wan


25 not placed in service on the property shalt be credited an charged without gain or loss.


29


71) (3) Condition “C” . Materi at thaI it not in sound and serviceable condition and not aui table for isa original function until after


31 reconditioning ahahl be priced by multiplying tlte price determined in Sections IV 2 A I l’rtrnng), IV 2 B (Fretghn), and IV IC


32 (lilian) by Ofly percent (50%).


33


34 The cost of reconditioning may be charged to the receiving property to the enter’ Condition “C” value, plus cosl of


33 reconditioning, does non exceed Condition “II” vtlue.


36


37 (4) Ctindition “0” — Material shut 0) is no longer soisable for itt original putpote hue oteable for tome other purpose, (ii) is


35 obsolete, on (iii) does not meet original tpecrfleutiono hal nlill has value and can he used in other applications as a substitstr for


39 items with difterenl specifications, i seonniderrd Condition “D” Material Caning, tubing, or drill pipe oted an line pipe shalt hr


10 priced as Grade A and II seamless line pipe of comparable sire and weight Uoed coning, lobing, or drill pipe utilized at line


It pipe shall he priced stated line pipe prices (‘acing, robing, or drill pipe oned as higiter preosare service lines than ntandatd line


42 pipe, e g power oil linen, ohall be priced under normtl pdcirg proceduret for caning, tubing, or drill pipe Upnet tubular goeda


43 shalt be priced on a non-tepees basis Por other items. the price used shootd resatt t’n the Joint Account being charged or can dined


dl with site vat an of the service rendered or see of the Material, or as agreed to by the Parties pursuant to Section I 6 A (es’,ter,nt


45 Atauwrs).


as


(SI Condition “F’ — Junk ehait he priced at prevailing scrap value prices


I’t E OTIIERPRICINGPROVISIONS


(I) PrepaeationCosta


33 Subject to Section II Dnreca e’hsar4,’eq ar.d Section III ln)s-ee&enafl of this Accounting Procedure. coals recurred by the Operator


54 in making Material serviceable including inspection, third party sun’eill ance services, sad other simil Sr services wrIt be changed


59 to the Joint Accoual at prices which reflect the Operator’s actual costs of the services Documentation muse be provided to Itte


56 Non’Opentoesupott request to support the cost of service New costing aran:or ulapping shall be considered a ea.npoomr of


57 the Materials and priced in accordance “sIb Sections IV I Iflirect I’ttrchow.s) or I” 2 A (Pncmgl. as applicable No charges nn


St credits shei be nude for use’ coating on wrapping . .


(_l,a’ ‘no ,,.its t,,, .,,.,,,.is,sn—ei,J. I n.j r ,_,,uot,1,,,, .


to


SI


62
(2) Loadine and Lnlo,dtng Costa


63
loading and unloading costs related to the en Ovetres I of the Matenal 10 lie Joint ltropeny shill be charged


64 ii—”—. — ,i ,r lan,t .th


65 ili.nsetliods-peoi(sad’,n4’4P \S SIFt 10 lsst, l0nsvi1rg taP)


Of,
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C COl’AS 2005 Accounti ng Procedure


Recotnmesded by COt’AS, Inc.


copas


I 3. DISPOSITION OF SLIRPLUS


Surplut Material is that Material, whether new or used, that it no tonger required for Joint Operations. The Operator may purchase, but


I shalt be under no obligation to purchase. the interest ofthe Nua’Operatort in sarplus Material — —


6 Dispositions for the purpose of hit procedure are considered lobe the relinquisitment of title of the Msteriat from the Joint Properly to


either a third panty, a Non-Operator, or to she Operator Ta avoid she accumulation of aurplus Msteriat, the Operator should make good


faith effona to dispose of surplus within twelve (t2) months titrough huylsate sgreemesta, trade, sale to a third psny, division in dod, or


9 other dispositions at sgreed to by the Panics.


It Disposal of surplus Materials shalt he made in scrordatce mith the cuss of the Agreem eat to which this Accounting Procedure it


13 attached tfthe Agreement contains no provioitsas governing disposal of aurplus Mstetial, site fotlossting terms shall apply


53


14 The Operator may, througts a sale to an unrelated third pany or entity, dispose of oarpttts Material having a gross tale value that


53 is lest than or equal to the Operator’ sexpen diture limit as set fonh in the Agreement tts which thit Accounting Procedure it


16 attached without she prior approval ofshe Panics owning ssctt Material


I,


Is • tf she gross sate value exceeds the Agreement en peodisure limit, ste ditposal must he agreed to by the Panics owning ssch


19 Material


21)


21 Operator may purchate surplus Condition “A” or “B” Material svitisout spproval of sIte t’anies owning such Material, based on


22 the pricing metltoda set forth in Section IV 2 (lhtrs.sfrra).


23


21 • Operator may purchase Condition “C” Material without prior apprssval of the Panics owning sucis Material if tlte value of ttte


23 Materials, based on tite pricing m ethmlt set forth in Section IV 2 5 ?i’atss.sfrrsl, is less than or equal to the Operator’o expenditure


26 imiaatioa tee fonh in she Agreement The Operator shall provide documentation supponiag tite classification of stte Material as


27 Condition C


29 . Operator may dispooe of Condition “B” or “fl’ Material usder procedures norntslly usilized by Operattsr wishtsut prior approval


30 of the Panics owning attest Material


31


32 4. SPECIAL PRtCINC PROVISIONS


33


34 A. PREMtUM PRtCING


35


36 Wtteaever Material is avsitable only at inflated pricet due to national emergeaciet, strikes, government imposed foreign trade


37 reaarictiont, or other unuaual causes over wtti ctt sIte Operator It as no control, for direct purchase the Operator may charge the Joint


35 Account for the required Material at she Operator’s actual coot incurred in providing sach Material, making is suitable for ote, tad


39 moving it to site Joint Propeny Material tmnsferred or disposed of during premium pricing sisuslionu shall be valued in accordance


451 wish Secaion IV 2 (li’ots.sft’ro) or Section IV 3 lDi.sprs.susrass r’fsssrpissx), as applicable.


4)


12 B SHOP-MADE ITEMS


43


14 Items fabricated by the Operator’s employees, or by contract laborers under the direction of the Operator, shall be priced using the


43 value of the Material used to coastmca the item plus ste cost of labor to fuhricate the item If sIte Mated at is from sIte Operator’s


16 scrap or junk account, also Material shall be priced at eittser twenty-five percea I (25%) of the cutrent price as detenaised is Section


47 IV.2 A ()‘rtrnrg) or scrap value, whichever is higher to no event shall the amount charged exceed the value of the item


In commeaouraae with iso use.


49


511 C MILL REJECTS


SI


52 Mill rejects purchased as “limited service” casing or tubing atsall be priced at eiglsty percent (00%) ofK’SS/J’SS price as determined is


53 Section IV.2 (Jhasr.iërs) Line pipe convened locating or tubisg with casing or tubing couplings attached shall be priced as K.55/J.


31 55 casing or tubing at the nearest size and weiglst


55


56


57 V. INVENTORIES OF CONTROLLABLE MATERIAL


59


is The Operasor shalt maintain records ofControttsble Msteaisl charged to the Joint Account, with sufficient detail to ped’omx physical invensorira


65


62 Adjustments to stte Joint Account by the Operator resulss’ag from a physical inventory of Controllable Material shall he made within twelve (12)


63 months following the taking of the inventory or receipt of Non-Operator inventory report Charges and credits for overnges or shonages ws’ll be


64 valued for the Joint Accounts’ n accord ancc wish Section IV 2 (Iresssufrr.s) and shall he basrd on she Condition “B” prices is effecs on the date of


h5 physical inventory unteas the inventorying Paniea can provide suflici eat evid ence an ottser Material condition applies


66
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c COPAS 2005 Accounting Procedure
Recommendrd by COPAS, Inc


copas


I. DIRECTED INVENTORIES


I Physical inventorteu shall be performed by the Opualor up on written request of. majorin’ in working inlet-ella of the Non-Operators


4 thereinafter, ditected inventory). provided, however. the Operator shal nor he required to pmfortn directed invertlories more frequently


5 than once eves five (5) years. Directed jnventones tht0 be commenced wtthitt one hundred tghty (‘50) days afler the Operator receives


6 written notice that a majority in interest of the Non-Operators baa requested the inventory All Parties thall be governed by the results of


7 any di reeled inven toty


9 Expenses of directed inventories will be hone by the Joint Accocnt. peosided. however, costs associated with any post-report follow-up


0 work-tn sestling the inventory will be absuthed by the Party ircathrg such costs The Operator is expected to exercise judrmett in keeping


Is expenses within reasonable limits. Any anticipated disprosoniottate or extraordinary costs should b-c discussed acd agreed upon prior to


Il cnntnencement rfthe ins emory Expcxser ofdirected inventories nsay include the foEowing


53


51 A A per dtem rate for each inventory person, repreuestasve of actoul salaries, wages, and payroll hardest and herefltt of the personret


13 performing the inventory or a rate agreed to by site Panics ponuan I to Section I 6 A (fiesterat? Mttarers) Site per diem rate shalt also


16 he applied tot reasonable number ofdays for pre.inveeloty work and report preparation


17


It B Actunl transportation costs and Personal Expenses for the inventory team.


59


211 C. Reasonable charges for report preparation end distribution to Itte Nun-Operators.


21


12 2. NON.DIRECTEI) INVENTORIES


23


24 A. OPERATOR INVENTORIES


15


26 Physical inventories that are not requested by the Non-Operalors maybe performed by the Operator, as the Operators discretion The


27 espennet of condocting suctt Operator-initiated invrntodet shall not be charged to the Joint Accosnl


Zn B NON.ePERATOR INVENTORIES


31;


31 Subject to the tern, of the Atpeement In which this Accounting Procedure it attacher!, the Non-Operators may conduct a physical


32 invents) a: reasonable times at their sole coot and rink sfler giving the Operalor at least tintto (90) darn prior wti:tcn notice The


33 Non-Operator inventory report ahall be furnished to the Operator in writtng within ninety (90) days of complet;ng the inventory


31 fieldwork


35


36 C SPECt,I, tNVENTORIES


37


II The expense 0f conducting inventor es other tnt, those descnbed it Sections V I (Dtrecaed Innettrsunrt). VI A (CS/vr;uttr


39 bttrnrsnrna-s). or V ID Atmt4)j-rursr Imr,ttttnrs). shall be charged to the Party requaliar lucia inventory, provided, however.


10 inventories requtrvd due to a change of Operator shall be chnted to the Joint Account in the name manner as descnhed in Section


31 V I (Dtrcrtcj Intvstsswie.s)


V I. III F ft P SC 5’ I SONS
44


15 Nttttsttlt,t;inding anoshinat I,rrett. It. tlterth.ttrttry. OlteraIOI shall charge direct Is. tie Jtsint Arcttitttt .11 ctttln tsr third sari) Ir ettonitlling


46 ners-ices. isa leriats (itt land, legal. aittl accost I iittt sees ices. incIsed iItr, sail ho. t lim ilat inn, late research. I ease tlct1tttiitit,ns and title


17


45


19


31)


St


52


53


54


5’


60


61


64


63
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EXhIBIT” I)”


Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as Operator, and•


_________________________


et at, as Non-Operator, dated effective the


__________


day of


__________________,


20t2,
covering the


___________________Prospect,


Canyon, Gem, Payette and Wasttington Counties, Idaho; Malheur
County. Oregon.


INSURANCE EXhIBIT


The Operator, during the term of this Agreement, shatt 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$t 000,000.00.


(C) Commercial Automobile Liability Insurance with a combined singte limit of not less than
$1,000,000.00 per occurrence.


(0) Commercial General Liability Insurance with an occurrence limit ofS 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;
$ 10MM for wells with completed well cost AFE’s <54MM
520MM for wells with completed well cost AFE’s $4MM to S7.SMM
530MM for wells with completed well cost AFE’s 575MM to 510MM
540MM for wells with completed well cost AFE’s > $IOMM
Operator’s control ofwell insurance shall cover the cost ofcontrolling a well out ofcontrol, 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.
(55,00t},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 ofa claim, the proportionate share
of the deductible/retention, Losses not covered by such insurance s/la/I be charged to the joint account
proportionately. The Operator is solely responsible for selection ofeoveragcs 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 ofa well and provide certificate of insurance with equal or higher limits ofeoverage.
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 Exlnbit “D”
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Exhibit “r’


Attached to and made a pan oflitat cerlain Operating Agsecment by and between AM Idaho, LLC, as Operator, and


___________
___________________


elal, as Non-Operator, dated elTective lie


_______________


day of


_____________________,


2012, covering
the


_________________________Prospect,


Canyon, Getn, Payette and Washington Counties, Idaho; Maltietir Cottntv, Oregon.


Gas Balancing Asect


NOTICE- %Ioniltly Cash B.lmte Form
DEFINI1’l(INS


The following definitions sitall apply to tttis Agreement:


.01 Ann’s Length Agreement” sItall Mean any gas sates aereement with ml uttafliliated psiretmaser of any gas sales
agrermeal with an affiliated purchaser where lie sates price and delivery conditions wider such agreement are
representative of prices and delivmy conditions cxtsuing wider otlter simiter agreements in hue area between
imnaffitiated patties at tlte same Lime for natural gas ofroinparable qsmlitv and quantity


I 02 Balancing Area” shalt mean eaclt welt subjeci to tIme Joint Operating Aweeindnt that produces Gas or is allocated
a share of Gas pmdt,ctton. If a single well is completed in two or morn producing inucrvats, each producing
intenal from wltichu the Gas produetton is not commingled in the wellbore shalt be cottstdered a separate selt


1.03 “roll Share of Cureni Production” altall mean sIte Percentage Interest of eactt Party in lie Gas actsiatly produced
frottt tIme Balancing Area dining eaclt tttontli.


1.04 “Gas” shall tttean all hydrocarbons produced or producible from ihe Balancing Area, whether frottt a well
classified as an oil well or gas well by tlte regtilatoty agency Itavitig jurisdiction in studs matters, wttictt are or tnay
be made available for sale or separate disposition by the Panics, excluding oil, condensate and other lis1stids
recovered by field cqttipincnt operated for SIte joint account, “Gas” does not include gas used in joint operations,
sticli as for fitch, recycling or reinjection, or wInch is vented or lost prior to its sale of delivery’ from sIte Balancing
Area,


1.05 “Makeup Oas” shall Mean any Gas taken by an Underproduced Party from sIte Balancing Area in cscess ofits Full
Share ofCtiuent t’roduction psirssiant so Section 3.3.


106 “MCF” shall ‘Mean one thousand cubic feet. A cttbie fool of Gas shall ‘Mean ilte volume of gas contained in one
cubic foot ofspace at a standard pressure base and at a standard temperature base.


1.07 “MMBTU” slmati ,t,ean one million British tiennal Units A British Umennat Unit shall mean the quantity of heal
requited to raise one pound avoirdupois ofpure water frotti 58 5 degrees Faltrenlieit to 595 degrees Faltrcnlicit at
a constant pressure of 13 73 pounds per square inch absolute.


1.08 ‘Operator’ shall mean the individual or entity designated under tic lemma ofthe Joint Operating Agreeittetti, or, in
the event this Agrectttent is not employed in connection with a Joint Operating Agreement, lie tndis idsml or entity
designated as the operator ofthe well(s) located in tIme Balancing Area.


I 09 “Overproduced Party’ sltall tnean any Party’ having taken a greater quantity of Gas from the Balancing Area tItan
the Percentage Interest oftiucli Party in sIte cutnulatuve quantity of all Gas produced from tlte Balancing Area


110 “Overproduction” shall Mean the cumulative quantity of Gas take,, by a Party in excess of tts Percentage Interest
in tlse eritnutative qstanhiP’ ofall Gas produced from the Balancing Area.


1.11 ‘Pa,iy” shall mean those individuals or entities subject to tins Agrematent, and their representative ltctrs,
sticcessors, tnttsfes’ees and assiens


1.12 “Percentage Interest” shalt tttean tie percentage or decimal interest of cacti Party in the Gas prodsiced from tic
Balancing Area pstrsttatat lottie Joint Operating Agreement covering sIze Balancing Area.


1,13 “Royalty” sttath titean payntenis on production of Gas frotn the Balancing Area to all otvncca of royalties,
overriding royalties, production payments or similar interests.


1.14 “Undeeprodsiced Party” shall mean any Party having taken a lesser quantiiy ofGas from the Balancing Area titan
ttte Percentage Inierest ofsticlt Party in the cumulative quantity ofall Gas produced from the Balancing Area.


“Underproduction” shalt ,nean the deficiency between the csutnttlalive quantity of Gas taken by a Party and its
Percentage Interest in the cutnutahive qttantity ofall Gas Produced from tlte Balancing Area.


“Wittter Period” ahath Mean the tnontlt(s) of October - December in one calendar year and lie month(s) of
January’ - March in tie succeeding calendar year


II, BAlANCING AREA


If this Agreetnetit cosrrs more titan one Balancing Area, it shall be applied as if each Balatucing Area were covered by
sepanie butt identical agreetnents. All balancing hereunder shall be on the basis of Gas taken front tim Balancing Area
tttcasured in MNIBTU’s


Ill, RIGSITOF PARTIES TO TAKE GAS


3 I Eadt Party shall notify the Openniur, or cause hue Operator to be notified of the volsuines nominaicd, tlte name of
the transponing pipeline and the pipeline contract number (if available) and nteter siation relating to such
detiveuy’, sufficiently in advance for tIre Operator, acting with reasonable diligence, to meet alt ttmttinalion and
oilier requirements. Operator is authorized to deliver the volumes so nominated and confirmed {ifconflnnation is
required) to the transponing pipeline in accordance witlt tire tcnns ofihis Agreemenc


3.2 Each Pany shalt ,uake a reasonable, good faith elTon 10 take its Full Share ofCuncnl Production a, all inset


33 Whim a Party fails for any reason to lake its Full Share of Current Produetioit (as sttcti Share tna be reduced by
lie right of the oilier Panias to make up for Underproduction as provided herein), the oilier Parties shall be


rnmitted to take any gas witith sue, Party fails to take To the extent practicable, such Gas shall be made available
initially to each Undca’preduccd Party in the proponiot, lust its Percentage Interest in the Balancing Area beers to
mIte osat Percenlage Interests olall U’ndeqarodtuccd Panics desiring to take sucit Gas. Ifall such Gas is not taken
by tue Undcrproduccd Panics, tie ponion not alien shall then be made available to the other Parties in use
proponion that tltcir respective Percentage Inieresis in tue Balancing Area bear to the total Percentage Interests of
sucti Parties.
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GAS BALANCING AGREEME5fF PAGE 2


3.4 All Gas taken by a Party in accordance wish the provisions ofttiis Agreement, regardless ofwiteslter such Party is


undeq,rodttced or overproduced. shah he regarded as Gas taken for its own account with title thereto being in such


taking Psrty


3.5 In the event that a Party fails to make arrangements so lake its Fill Share of Current Production, itte Operator ntay


sell any part of suds Party’s Full Share of Current Production that sstclt Party fails to take for the account of such


Party and render to suctt Party, on a current basis, the full proceeds of the sale, less any reasonable tiarketing,


cotnpression, treating, gatttering or transportation costs incurred directly in connection wittt tlte sate of suclt Fttll


Share of Current Production. In making ttte sale contemplated itereitt, tlte Operator sitall market such Party’s
proportionate stsare of gas produced from ttte contract Area on terms no tess advantageous than those on which


Operator tttarkets to any non-affiliate its own proportionate share of gas prodttced from ttte Contract Ares. Any


sticli tale by Operator tinder ttte terms hereof sItall be only for suclt reasonabte periods of time as are consistent


wilts sIte minimum needs oftlse industry under ttte partictttar circutttstances, isut in no event for a period in excess


of one (I) year. Notwitltstanding lie provisiottt of Article 3.4 itereof Gas sotd by Operator for a Party tinder the
provisions hereof stsatt be deemed to be Gas taken for ilte account of sitclt Party. Notwithstanding any provision


Iterein, Operator will sot make any sates tinder this Section 3.5 tinless it has first notified a Party with seven (7)


days written notice ttsat a sale hereunder is contemplated.


lSc CASh BAlANCING


Effective the first day of any calendar snonthi, following the receipt of tie Statement of Gas Batances as provided in


Article V below, eacts Ovetprodttced Party shall make payment to ttte Operator so as to eliminate its overproduction as
provided in Article VII below.


V. STATEMENT OF GAS BAlANCES


5.1 ‘ftc Operator wilt maintain appropriate accostnting on a monthly and cumulative basis of tIme voltttttes ofGas Ilsat


each Party is entitled to receive and ttte volumes of Gas actually taken or sold for cacti Party’s account. Within


sixty (60) days arter tie sitontls of production, the Operator will ftimistt a statetssent for such snonttt slsowing (I


cacti Party’s Ftill Stsare of Cttrreot Prodtmction, (2) the total voltitne ofGas actually taken or sold fir cacti Party’s


account, (3) the difference between tim volume taken by cads Pany and that Party’s Ftill Share of Current


Production, (4) tie Overprodttction or Underproduction ofeaclt Party, and (5) other data as recosonsended by the
provisiosss of ttse Council of Pesroletim Accountants Societies Bulletin No. 24, as amended or stipplesnented
hereafter. Each l5arty taking Gas will proospsty provide to the Operator any data required by lie Operator for
preparation ofttte statements required tuerctmnder.


5.2 If any Party fails to provide ttse data required herein timoely, time Operator, or wlsere tIme Operator Imas failed to
provide data, anotlmer Party, ss,ay audit site production and Gas sates and transportation vohimmoes of tile non-
reporting ‘arty to provide use required data, Suclm audit simall ise conducted only after reasonable notice and
during tionstal business hours in the office ofttue Party wtuose records are being audited. All costs associated whIt
such atidit will lie clmarged to Ilse account oftlsc Party failing to provide site required data.


VI. PAYMENTS ON l’RODIICTION


6.1 Each Party taking Gas shall pay or catise iobe paid all production mid severance taxes due on all volssmnes ofGas
acittally taken by suclm Party


6.2 The Operator slmall pay or cause so be paid all Royalty dtie wilts respect to Royalty Owners to wlsoto it is
accountable based on lie volume of Gas actually taken for time respective Parties’ account.


6.3 in him event utah any govemsnenhal aumthority requires tlmat Royalty paytttettts be made on atty outer basis titan Ilmat
provided for in timis Section Vt, eachm Party agrees to make such Royalty payments accordingly. commencing on
the effective date required by suds govemtnenhal authority, and the taeslsod provided for hmereitt shall be titerelsy
superseded.


VII. CASII SETTlEMENTS


7.1 Effective lie first day of any calendar stiontim following the receipt oftlse Statement ofGas Balances as provided itt


Article V below, any Overproduced Party shall fonvard, via wire transfer, the caslt atnottni of site value of its
overproduction to the Operator. Tite Operator sisahl, witisin fifteen (15) days thereafter, pay to the respective
Undeqsrodtteed Party(ies) its (their) proportionate share ofilte value ofhhue overproduction.


7.2 The amount of site caslt settletnenh will be based on site proceeds received by sIte Overproduced Party ssnder an
Ann’s Lengsls Agreesutent for tlse Gas taken from time to time by tue Oveqsroduced Party in excess of the
Overprodutced Party’s fall sisare ofCurrent Production. Any Makeup Gas taken by the Underprodttced Party prior
to monetary settlement lsereuunder will be applied to offset Overproduction eltronologically in tlse order ofaeenmal.


7,3 lime values sused for calcstiasing tlte casts settlement tinder Section 7.2 will incltide all proceeds received for site
sale of hue Gas by tlte Overprodsuced Party calcstlated at tlte Balancing Area. alter deductimsg any production or
severance taxes paid and any Royalty acstuslly paid by lie Overprodtuced Party so an Underprodticed Party’s
Royalty owner(s), to tite extent said payttsetsts amttounted to a discharge of said Ustderproduced Party’s Royally
obligation, as well as any reasonable taurketing, compression, treating. gaslsering or transportation costs incurred
directly in connection with ulte sale ofslse Overproduction.


7.4 To lie extent hue Overprodtuced Party did not sell all Overproduction under an Anti’s Lengths Agreetnent, tue casit
setttet,sens will he based on tise weighted average price received by site Overprodutced Party for any gas sold frotus
tlte Balancing Area tinder Ann’s Lengslt Agreetnents during tlte ttsontlss to wlmicit suclt Overprodtuctiots is
attributed, In sIte event that no sales tinder Ann’s Length Agreements were made during any such tnonttt, the cash
seitletnent for suds tttontht will he based on the first ofslte mnontlt weighshed average spot sates prices psubhislted for
tite applicable pipelines in hite applicable geograpitic area during suclt month, first, using Inside FERC’s Gas
Market Report and, tlten, stsitsg Natural Gas Intelligence if Inside FERC is no longer pttblished, Should these
pttblications cease to exist, a totihualty acceptable pricing bulletin will be used.


7.5 Interest cotapotinded at ttte prime rate in effect as Citibank NA. ofNew York plus 4% per annum or ilte tnaximsmtn
lawfiml rate of interest applicable to the Balancing Area, whicltever is less, will accnte for all amounts due under
Section 7.1, beginning lie first day following use date payntent is dute. Sitcit interest shall be home by the
Operator or any Overprodsiced Party in the proportion titat tlteir respective delays beyond bite deadlines set out in
Iris Section, contributed to site aeemal oftlte interest.


7,6 iltat ponion ofany tttonies collected by an Overprodsiced Party for Overproduction wisicht is stibject to refund by
orders of the Federal Energy Regtilatoty Commission or oilier govemtnenlal atititority may be withheld by lie
Oveqsrodttced ‘any tintil suelt prices are fully approved by sucit govemnsensat asthhsorisy, ustless the
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Undeqsrodttced Party fstmishes a corporate undertaking, acceptable to ilie Overproditced l’any, agreeing 1° hold
the Overproduced Party lianniess from financial loss due 1° refttnd orders by suds governmental auttionty


VIII. TESTING


Notwithstanding any provision of Isis Agreement lo the contrary, any Party who is selling its gas production
independently ofOperaior shall have lie riglti, front linie to lime, to produce and take up to one Ittindred percent (100%)
of a well’s entire Gas stream to ‘fleet the reasonable deliverability testis) required by ssteli Party s Gas purchaser, and tIm
nght to take any Makeup Gas shall be siibordinaie 011w right of any Party 10 condttet ssscli tests, provided. however, that
such tests shall be conducted tn accordance with prudeni operating practices only after tent 10) days’ prior wnhlen notice
10 the Operator and shall last no longer han sevrnry.two (72) hours.


IN. OPERATING COST S


Nollting in this Agreement shall change or alTen any Party’s obligation to pay its proportionate share of all costs and
liabililmies incened in operations on or in connection with the Balancing Area. as ha share ttiaeof is set forth in the Joint
Operating Aseremnent, irrespective of whether any Party is at any lime selling and using Gas or whether audi tales or uae


are in proportiort to its Percentage Interest in lie Balancing Area.


N. lIQUIDS


The Parties shall share proportionately in and own all liquid liydrocathens recosered whIt Gas by field equipment
operated for ttiejoini account in accordance with heir Percentage Interests in tie Balancing Area.


XI. AL BIT RIGIITS


Notwithstanding any provision in tIns Agreement or any oilier agreetnent between the Parties hereto, and fiunlier
notwithstanding any temüration or cancellation of this Agreement, for a period of two (2) years from lie end of lie
calendar ‘ear in which any information iobe furnished tinder Section V or VII lietcof is supplied, any Party shall line tIm
right to asidit tIme records of any oilier Party regarding quantity, including bet not tihatml 1° infomsatiots regarding (flu.
content Any Undeaprodisced Pan> shall line mIte right for a period of two (2) years from the end of lie calendar year in
which any cash settlement is received pursuant to Section VII to audit lie records of may Overproduced Party as to all
mailers concerning values. iociuding but not limited so information regarding prices and disposition of Gas froos stir
Balancing Area. Any such audit shall he conducted at thie expeitse ofilie Party or Panics desiring such audit, and shall be
conducted, after reasonable notice, dtinng nonnat business tours in tIme office of sIte Party whose records are being
audited. Eacti Party hereto agrees to ittaintain records as to the volumes and prices of Gas sold cacti month and the
Volumes ofGas used in its own operations, along willi die Royalty paid on any such Gas used by a Party in its own
operations. Pie audit rights provided for in risk Section Xl shall be in addition 10 those provided for in Sectioti 5.2 of
tIns Agreement.


XII. MISCItI,I.ANEOITS


12 I As betweets the Parties, in tlse event of any conflict between the provisions of Ins Agreement aisd the provisions
ofany gas sales contract, or in the evetit ofatty conflict between mite provisions of the Joint Operating Agrcetitcnh.
the provisions oftliis Agreement shall govern.


122 Each Party agrees to defend, indemnify and hold hianssless all oilier Parties from and against any and all liability
for any claims, which nay be asserted by any third Party which tiosv or hereafter stands in a contractual
relationiltip with such indenunifying Party aisd which arise out of (lie operation ofthtis Agreement or any aesivilies
of such indeninifying Party tinder lie provisions of Ins Agreement, atsd does further agree to save the oilier
Parties liansiless front all jsidgmmtents or damages sustained and eosis incurred in connection therewith.


12.3 Except as othienvise provided in Isis agreement Operator is authorized to administer the provisions of ilus
Agreement, but shall have no liability to lie oilier Parties for losses sustained or liability incurred which arise 05th


of or in connection with the perfonnance of Operator’s duties hereunder, except mmcli as may result front
Operator’s gross negligence or willful misconduct. Operator sIsall not be liable ho any Undeqsroduiced Pany for
lIme failure of any Overprodueed Party (oilier titan Operator) to pay any amounts owed pursuant to the tenuts
hereof


121 ntis Agreement stiall remain in full force and effect for as long as the Joint Operating Agreement shall remain in
force and effect as to the Balancing Area. and thereafter until the Gas accounts between the Panics are settled in
frill, and shall inure to lie benefit ofand be binding upon the Parties hereto, and their respective heirs, suueerssors,
hc’gal representatives and assigns, ifany nw Parties hereto agree so give notice ofrhe existence oftbis Agroritteag
to any successor in interest of any ssidi Party and to provide lliai any such successor shalt be botmnd by this
Agreesneast. and shall further make any transfer of any interest subject to the Joint Operating Agreement, or any
pan thereof also subject to the icons ofilus Agrectssctsh.


12.5 Unless the context clearly indicates otherwise, words sised in lie singular include mIte plural, sIte plural includes
sIte singular, and the neuter gender includes lie masculine and the feminine.


12.6 This Agreement shall bind tIme Partie, in accordance with the provisions hereof, and nothing liereimi shall be
construed or interpreted as creating any rights in any person or entity not a signatotv hereto, or as being a
stipulation in favor ofany sssels person or entity


12.7 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that any oilier
Pan> execute an appropriate mmiemmsorasrduni or notice of Iliis Agreement in order to give third parties notice of
record of anne and submits mine for exenslion in recordable foms. such mensoranduim, or notice shall be duly
executed by (lie Party to which such request is made and delivered promptly thereafter to the Party tsssking ttse
request Upon receipt, lie Party making the reqstest shall cause the memorandum or notice lobe duly recorded in
the appropriate real property or other records affecting lie Balancing Area.


12 I In die event federal ax regulations require a unifonti method of computing taxable income by all Parties, lie
Parties aere 10 negotiate in good faith to agree upon ssich a uniform method that is in accordance a oh the
requirements ofsaid ax regulations.


XIII. ASSIGNMENTANI) RIGhTS UPON ASSIGNMINT


13.1 Subject to tIme provisions ofScetions 13 2 and 13.3 hereof, and notwishmshanditsg anytlmitig in sIns Agreeimieitt or in
mIte Joint Operating Agreement to the contrary. ifany Party assigns (including any sale, exchange or oilier trnosfcrb
any of its workitsg interest in the Balancing Area when such Party is an Umsdeqxrodueed or Oveqarodutced Party,
the assignment or oilier act of transfer shall, insofar as the parties hereto are concemed, include all interest of mIte
assigning or transfethng Party in tIm Gas, alt rigiits ho receive or obligations to nsake any monetary paymtment which
nay ultimately be due hereunder, as applicabihe. Operator and each ofitie oilier Parties hereto shall thereafter treat
the assignment aecordit,ghy, and tie assigning or transferring Party shall look solely 10 its assignee or other
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transferee for any interest in tire Gas or monetary paynrens thai such Party may have or to which it tray be entitled,
and shall cause its assignee or other transferee to assttnre its obligations tterettnder


13.2 Noissitlrstanding anything in this Agreement (including bitt not limited to rite provisions ofSection 13.1 hereof) or
in rite Joint Operating Agreement to the contrary, and subject lottie provisions ofSection 13.3 hereof, in the event
an Overproduced Party intends to sell, assign, exchange or otlienvise transfer any of its interest in a Balancing
Area, such Overproduced Party straIt notify in writing tire oilier working interest owners who are Parties hereto its


such Balancing Area of such fact at least thirty (30) days prior to closing lie transaction, Thereafter, any
Underprodriced Party may demand from such Overprodueed Pany in writing. within twenty (20) days after receipt
of the Overprodticed Party’s notice, a cash settlement of its Underproduction from the Balancing Area, ‘Pie
Operator shah be itotihied of any such demand and of any cash settlentenl pursuant to this Section XIII. and the
Overproduction and Underproduction of cacti Pany stratI he adjusted accordingly. Any cash settlement pursuanr
to tint Section Xlii strati be paid by rite Oveqwoduteed Party (i) in accordance with Article VII or (ii) at ttte closing
of the transaction in wInch tire Overproduced Party sells, assigns, exchanges or ottienvise transfers its interest in a
Balancing Area, witicluever is the earlier, and shalt bear interest at rite rate set forth in Section 7 5 hereof,
beginning sixty (60) days after tire Oveq,rodticed Party’s sale, aasigntrrent, exchange or transfer of its iirterest in
tire Balancing Area for any amounts not paid, Provided, however, if any Underprodruced Party does not so
demand such cash settlement of its Undeq,rodrtction from ilme Balancing Area, such Undeqsroduced Party shah
look exclusively to tire assignee or olher successor in interest of tire Oveqaroduced Party giving notice lierestnder
for tue satisfaciiotr of such Underproduced Party’s Underproduction in accordance with tire provisions of Section
13.1 hereof


13.3 ‘Pie provisions ofthis Section Xlii shah not be applicable in tire event any Party mortgagca its interest or disposes
of its interest by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or
parent cotnpany, or to any contpany in whiictr any parent or subsidiary of sruchr Party owns a majority of the stock
ofsrtctu company.


End of Exhibit “E”
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EXHIBIT “F”


Ailaehed to and made a pan of thai certain Operating Agreement by and between AM Idaho, LLC, as
Operator. and


_________________________,


et al, as Non-Operator, daied efThctive the


_____________


day of_


______________,2012,


covering the


_________________Prospect!


Canyon, Gem, Payelte and
Wasliingion Counties, Idaho; Mailteur County. Oregon.


NIE:IOItANflL’NIOFO(’ER4i’tNGAGREEMENi’
AND


FINANCING STATEMENT


TIlE. STATE OF §
§


COUNTY OF §


TtltS AGREEMENT is made and entered into by end between AM tdatso, LLC, (hereinafter referred tn as
‘OPERATOR’), and the undersigned parties thereinafter referred to as ‘NON-OPERATORS’).


WHEREAS. the panics to his Memorandum of Operating Agreement and Financing Statement
(hereinafter referred tn as ‘Agreement) are owners of certain Oit and Gas Leases and/or Oit and Gas tnterests
coenng the


______________________


Prospect Area described in Exhibit ‘A’ which is attached to and made a pan the
Operating Agrecment (said Land(s), Lease(s) and tntereslts) are hereinafter referred to as the ‘Contract Area’), and
in any instance in which the Lease(s) or tnterest(s) ofa party are not ofrecord, the record owner and the party hereto
that owns the interest or rights tttcrein are reflected on said Exhibit ‘A”. AND,


WHEREAS, the parties hereto have subjected thctr interests in the Contract Area to an Operating
Agrcement dated effective the day of


___________________________,


20t2 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 devetoping
such tandt, Leases and Interests for oit and gas, AND.


WHEREAS, the panics hereto have executed this Agreement for ttte purpose of imparting nottce to all
persons of the rights and obtigations of the parties under the Operating Agreement and for the further purpose of
perfecting those rights capabte of perfection;


NOW, TtIEREFORE, in consideration ofthe mutuat rights, covenants and obligations of the parties hereto,
it is hereby agreed between the parties as follows.


I. This Agreement is a supplementat to she Operating Agreement. wInch, for atl purposes reference is hereby
made and the terms and provisions contained therein are incorporated herewith in their entirety, and att
terms used herein shall have the same meaning ascribed to them in said Operating Agreement.


I The parties hereby agree that


A. The Oil and Gas Lease(s) and!or Ott and Gas Interest(s) of the parties comprised by the Contract
Area stiatt be subject to and burdened with the terms and provisions of this Agreement and the
Operating Agreement, and the panics do hereby commit such L.ease)s) and Interest(s) to the
performance thereof.


D The exptoration and development of the Contract Area for oil and gas sltatl 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 alt equipment and materiats acquired in operations on the Contract
Area shalt he owned, by tIm panics hereto, as provided in the Operattng Agreement.


0. Rerardless of ttte record title owncrshtp to the Oil and Gas Leases and/or Oil and Gas Interests
identified on Exhibit “A’. alt production of oil and gas from the Contract Area shalt be os’ncd by
the panics as provided in the Operating Agreement; provided nothing contained tn tbts Agreement
shalt be deemed an assignment or cross-assignment ofinterests co’ercd hereby.


E Each parry shalt pay or delker, or cause to be paid or detivered. all burdens on its stmre of the
production from the Contract Area as proidcd in the Operating Agreement


F Any oscedding royalty, production payment, net profits interest or other burden payable out of
production hereafter created, asstgnments of production given as security for the payment of
money and those overriding royalties, production payments and other burdens payabte out of
production heretofore created and defined as Subsequently Created Interests in the Operating
Agreement shall be (i) borne solely by the party whose interest is burdened therewith, (ii) subject
to suspension if a party is required to assign or relinquish to another party an interest hich is
subject to such burden, and (iii) subject to the lien and security interest hereinafter provided if the
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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.


0. 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 regulattng such transfers, This Agreement and the Operating Agreement shall be
binding upon and shall inure to the benefit of the panics hereto, and their respective heirs,
devisees, legal representatives, and assigns.


H. The panics shall have the right to acquire an interest in any renewal, extension or replacement
leases, leases proposed 10 be surrendered, wells proposed to be abandoned, and interests to be
relinquished as a resull of non-participation in subsequent operations, all in accordance with the
terms and provisions ofthe Operating Agreement.


The rights and obligations of the panics and the adjustment of interests among them in the event
of a failure or loss oftitle, failure to panicipate in acquisitions under the Area of Mutual tnteresi or
the participation in a greater interest in such acquisitions, each party’s right to propose operations.
obligations svith respeci to panicipation in operations on the Contract Area and site consequences
of a failure to participate in operations, the rights and obligations of the panics regarding the
marketing of production, and the rights and remedies of the panics for failure to comply with
financial obligations shalt be as provided in the Operating Agreement


J Each party’s interest under this Agreement and under the Operating Aereement sttall be subject to
relinquist,ment for its failure to participate in subsequent operations aod each party’s share of
production and costs shall be reotlocated on the basis of such relinquishment, alt upon tite terms
and provisions provided in the Operating Agreement.


3 All ottier 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 pany 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 propeny 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 ofexpenses. interest and fees, the proper disbursement of all
monies paid under this Agreement and the Operating Agreement. the asstgnment 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 chic
Operating Agreement. Such lien and security interest granted by each party hereto shall include
such pan’s Ieaseltohd interests, working interests, operating dehts. and royalty and overriding
royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or
unitized therewith or otlienvise becoming subject to this Agreement and ttie Operating Agreement,
site 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 limitahion. accounts arising from gas imbalances or from the sate of
oil and/or gas at the wellitead), contract rights. inventory and general intangib!es relating thereto or
arising therefrom, and all proceeds and products ofthe foregoing.


B Each pan represents and warrants to the other panics hereto that the lien and security interest
granted b such pan>’ to the other panics shall be a first and prior lien, and each pany Isereby
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, tisrough or under such pany. 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, wltether by assignment, merger, mortgage, operation of law, or otherwise, shalt be
deemed to have been taken subject to the lien and security interest granted by the Operating
Agreement and this instrument as to all obligations attributable to such interest under tltis
Agreement and the Operating Agreement whether or not such obligations arise before or after such
interest is acquired.


C To the extent that the panics have a security interest under the Uniform Commercial Code of the
state in which the Contract Area is situated, they shall be entitled to exercise the rights and
remedies of a secured pany under she Code. The bringing of a suit and the obtaining ofjudgment
by a party for the secured indebtedness shall not he deemed an election of remedies or otherwise
affect the lien rights or security interest as security for the payment thereof In addition, upon
default by any party in the payment of Its share of expenses, interest or fees, or upon the improper
use of funds by the OPERATOR, the other panics shall have the right, without prejudice to other
rights or remedies, to collect from the purchaser the proceeds from the sale of such defaulting
party’s share of oil and gas until the amount owed by such party, plus interest, has been received,
and shall rave the right to offset the amount owed against the proceeds from the sale of such
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defaulting party’s share of oil and gas. All purchasers of production may rely on a notification of
default 11Dm the non-defaulting party or parties staling the amount due as a result of the default,
and all parties waive any recourse available against purchasers for releasing production proceeds
at provided in this paragraph.


D. Ifany partY fails to pay its share ofexpenses within one hundred twenty (120) days after rendilion
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 othenise.


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 ofthis Agreement or the Operating Agreement, to the extent allowed by
governing law, the defaulting party waives any available neist of redemption from and after the
dale ofjudgment. any required valuation or appraisal ofthe morteaged or secured propenv prior to
sale, any available right to stay execution or to require a marshaling of assets and any required
hond in the event a receiver is appointed. tn addition, to the extent permitted by applicable law,
each party hereby grants to the oilier 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 ottienvise 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.


0. To the exient permitted by applicable law, NON-OPERATORS agree that OPERATOR may
invoke or utilize the mechanics’ or materiatman’s lien law of the state in vvhich the Contract Area
is siluaied in order to secure the payment to OPERATOR of any sum due under this Agreement
and it,e Operating Agreement for services performed or materials supplied by OPERATOR.


II The above descnhed securiiy 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 ornees required under the Uniform Commercial Code or ottier
applicable state statutes to perfect the above described security interest, and any party tierelo may
file a continuation statement as necessan’ under ttie 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 alt 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, ifOPERATOR has complied with alt of its financial obligations.


6. This Agreement and the Operaling Agreement shalt 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 tlse 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 tt,is Agreement or the Operating Agreement with
respect to the merest 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
pany has agreed to participate prior to making such assignment, and the lien and security interest granted
by Article VII B. ofihe Operating Agreement and hereby shall continue to burden the interest transferred to
secure payment of any such obligations.


7. In the event of a conflict between the terms and provisions ofthis Agreement and the terms and provisions
of the Operating Agreement, then, as between the parties, the terms and provisions of the Operating
Agreement shall control


8 This agreement shall be binding upon each NON-OPERATOR when tlsis agreement or a counterpart
thereof has been executed by NON-OPERATOR and OPERATOR notwithstanding that this agreement is
nol then or thereafter executed by all of the parties to ‘vlueh it is tendered or wlsich are listed on Exhibit
“A” as owning an interest in the Contract Area or wt,icls onn, in fact, an imeresi in the Contract Area. In
the event that any provision herein is illegal or unenforceable, the remaining provisions shall not be
affected, and shall be enforced as ifthe illegal or unenforceable provision did not appear herein
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IN WITNESS WI-IEREOF, this Agreement shall be effective as of the - - day of


________


2012.


OPERATOR:


AM IDAHO, LLC
By. Alta Mesa GP, LLC
Its: General Fanner


F. David Murrell, VP-Land


NON-OPERATORS:


STATE OF TEXAS


COUNTY OF


________.


§


Tins instrument was acknowledged before me on Ihe — — day of —. , 20, by F.


David Murrell, Vice Presidenl of Land of AILs Mesa CI’, LLC, General Partner of AM Idaho, LLC, a limited


partnership, on behalf of said partnership,


Notary Public in and for the
SIaIe of Texas


STATE OF


______________


§


COUNTY OF


___________


§


This inslrument was acknowledged before me on the day of


_______________


, 20, by


_______________,the __________________________


of


____________________________


on behalf of said


company.


Notary public in and for the
State of


__________________________


End of Exhibit “F”
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OIL AND GAS LEASE
(PAID-UI’)


This Oil mid Gas Lease (“Lease’’) is made ellectise tins


________


day of


___________________________________________________________________________________-


20! 5. hetss-cen


____________________________________________________________


ssltosc address is


_________________________________________________________________________________________


(‘Lessor”,


nhetlter Lute or more) and A I Idaho. l.LC. 15021 Kan Freeway. Sal Ic 3(11). I lotisititi. Texas 771)93 I’’ Lessee’).


V. I iN1SSS1:l II ‘fliat Lessor. Ihr and iii consideration of Ten Dollars Sit) 00) and other good and valuable consideralion in mod paid. rectipl and sufliciencv of


ssh ieh are hereby ickniiwledized, mnd of (lie agrecnicnts of cssce hereinailer set finli. hereby grants, demises, leases and lets exclusively 111110 said Lessee the lands
hereinafter des c r bed hr the p ttrpose of prospe cii no, exploring by geopltvs i cat and other methods, drill me. ‘ii in ing, operating hr and producin oil or gas. or hit Ii.
i nd ad i lie, Ii ui not as a tin (anon- eas in oh cad gas, en_s inghead gasoline, gas—condensate (d still ate) and any s tibstance, n helli er si ni I jr or d ssini ii ta. prod Li ced in a
gaseous state I trough a ssell bore (hot not gravel or odi Cr in Inc ral s tot p rod ii ecd through a ssel Ihore). together ‘vi th (lie right Li f ingress and egress (ncr tinds ins ned h>
Lessor 0 eOns I met md ma in I a in pipe Ii nes. tel epito ne and el cci ri e lines, tanks. to’s ers. ponds - roads ass, plants - C LILt p inent. and 51 riiet ores I Itereon ILl prodttee. sas C -


market and take care of said oil. gas and other minerals_ and the escitisise right to inject air, gas. nater. brine and other Iloids front toy sitiree ntis the stibstirtlice strata
and an> mid ill oilier ngltis and pri’ ihegcs necessary, incident In, or convciiicnl br the ccntit,mical operation tif said land, alone or eLmjointl> ith neiglihi,ring land. br
the pniductnin saviitg, itiarketing and taking care of oil, gas and other itinicrals and the injcelion t,f air, gas, waler, brine, and other fluids into the stihstirfiee strntn_ said
lands being sit outed iii I he Cot,n Iv of ]asette. State of I d alto, and he no d ese ri bed as Mows. io—w it


st: LXI (Ill A” FOR DESCRIIrI’IoN or SAIl) LANDS AN!) Al)l)I’l’IONAL PItOVISIONS 0 ‘Ill IS LEASL.


And cti it (ant tog — tic res, I nore or less. the ‘‘Leased I • re in ises’’.


In addition to tite above described lands. Lessor lterehy grants, leases mid lets exclusively unto Lessee, to (lie same extent as if specilically deserihed herein, all


lands owned or cI ai itt ed by l_esstir wIt i eli are ttd aeent, cLInt igtio tis to, or f nit a pan of the lands ahove parti cul trl y described, i tel tid i itg all oil, gas. and Lithe r in inc nil


and the i r c onstil tie nts cinderl yi ng lakes, rivers. s (reams, roads. ease lien ts and ri gIlt—u f—ways ‘vh i cli traverse or any of said hinds.
IL is agreed that tli is Lease shall remain in Ibree ir a (cmi of five (5) years I om date (here in called (lie ‘‘Primary ‘term’’) and as long titerca icr as oil, gas, or Lithe


in in cml s, tir any of tli em, is produced from said land by’ Lessee, and as Icing thereafter as operations, as Ii erci taller de lined, are cond acted tipti n said land ‘vi tI i ilL)


cessation lbr I lore than one Ii u ndred twenty (I 20) consee titi ye d tys. Wb en ever used in this I_ease (lie word ‘‘operations’’ shall mean operations lbr and any of the
lbllowoig: dnlloig. lesting, completing. reworking, reeLimpieting. deepening, plugging hack or repairing til’a well in search of or in an endeavor to obtain prtidtietioit of
oil, gas, or other minerals, or prod Li Ct ion of oil, gas, or other in inc ral s, s.hethe r or not in paying c) ua nt i ties. If wit i Ic tli is Lease is iii three, at, or alter iii e expiration of
the I’ri m my Term lsercoE i L is not being cci nti noed in ihrce by reason of the s Ii lit—in well provisions here i nailer staled, and Lessee is not eond ciet ing ciperat ions tIn said


I stid by reason is f (I) miv law, order. rti Ic, or regal at ion (wh e titer or not suliscol ucnt ly detcrtn med to be invalid), or (2) any other cause. wI el her s mi ar dr di ss tin i I ar,
(except liii tine i al) hevon d the reasonable control of Lessee, the Prim try Te na hereof sli all he extended until (lie S rst anniversary dii litre of 0cc tirr ing one Ii u;idrcd
twenty (I 20) or more day s hi lowing (lie removal of sticli delaying cause, and Si is l.ease ntay he extended (lie reafler by operations as if sLich dcliv had nt,t Lice Li rred


In consideration of the premises the said Lessee covenants and agrees
ii’. To deliver 0 the credit of Lessor free of cost. in Llie pipeline In nhieh ii may connect its wells, the one—eighth (118) pan of all oil (including htit 1101 hnnted to


eo nd e nsal e and d is’ ill ate) produced and s wed han tin Leased Pre OtiS CS, tsr, at Lessor’s option. a royalty in the manner provided in tIns Lease.
20. jo pay Lessor Fr gas LI f wliatsoev Cr nature or kind (n it Ii all of its clInsI ii ucn Is) produce d and sold or used oIl’ the Leased l’rcoi i ses. or tised in il Ic in anti flielure


of p rod i iels I here tiLl in. i ne—c i gI ‘lii (1/8) oft Ii ecross proceeds received Fr the gas sold, used oil the Leased Premises, or in the nian o bet tire of prod ti ets th crc froini. h cit in
Oct event ittci rd (Ii all Liii c—el oh tI i (1/81 ci ft lie actual anioLi nt reee ived b> the Lessee at (lie tnoud I Li F (lie svcll, said put> itien cs to he made nioitth h as I crc I tta 11cr pros i ded
Dti r iii g aiiv (W ri Id at te r e ‘: p i rati (itt ci f the Pri man ‘remi hereof wh ci iguts s not hei ng so sold or used and the nell or wells are sI i ut—ill and there is no ctirreitt prod uettoln


of oil or operat Si’s (Hi said Leased l’re ni ses sufficient tt’ keep Lii is Lens e in Ibree, Lessee shah I pa’ or tender a ro’ a! ty Of One Doll Sr (S I 00) per year per net iii mcml
acre retained I iereci ide r, s tic It pavlitent dr tender to he made. Liii dr be litre tttc ni ni’ c rsary date ci F this Lease next ens ci iiig a tier tI ie cx p i rat nfl of o mclv (90) da> s front


the date ie it sell is s ui t in and thcreailer cm Sic an ns ersarv date ol’ this Lease during (lie period such well is s Ii cit—in, to LI ic ro> a It> oss hers V.’ lien s ti eh pay mco t or
tender is iii tde it ‘viii he CLi Is idered that gas is hei ng prcxitieed ss Lit in the n call wig ci F the en tire Lease.


yd TL1 pay Lessor hr gas produced mm an> oil well and Lised csfl’ the l.cascd Premises, or fr the mantilactiire of casing—head OLsol inc or dr> coinniercia! gas.


one-eighth (1/8) of (lie gross proceeds. at the mouth of (lie well, received by Ste Lessee l’or the gas during the Lone such gas shall he used, said pa> incnts to be nude


month lv as lie rein a fer provided.
If the Lessee shall coni;nence to drill a well or commence ren orki og operations on a existing ‘veil i thin tin term of di is Lease U r an> cxtcils id n tI iercoE or on


tie reage pocsl ed i heress itlt, I lie Lessee shall have the right to drill such nell to comp let ion or eclm pie (C reworking operat ions ni th reasonable diii ge lice and di spate hi. aid


if ciii or gas, or ci tlier ci f thi em. he ‘u Li id in p tying q uan Lilies’ tIns Lease sit all cool iiuc and he in three ‘si lii hike eke t as ifs Lieu nell tad been c ‘nip Icted ‘si th iii (lie tcrni


of years irs I ni en I’ Lined.


Lessee is herein granted 11w rigln at any time and from lime 0 nose to Lmitizc (lie Leased Premises or any portion or ponions tlicreol as ti all strata or any stratLini


or slraia, sciLli an> other lands as to all strata or ant straluns tsr sIreOel, for tIle production primarily of oil or printanlv of gas with or ssiihout distillate I ltisscser. no unil


(hr the prLidLieticl n p rirnarily ci foil shill cii’ (mice more tItan 160 acres, or fr (lie prodcict ion prin tan by of gas with dr without dist i ha Ic niclre titan 640 acres, pros ided liii


if ai I)’ gLive rO niental megu lit cm still prescribe a spacing pattern hr LInt develop ni cot of the lid d or il locate a prod Li Ci ng al kiwah I e based on Ic rcage per well, tI en any


ueh 5011111 ty clii brace is I ttUd Ii add i tionil acreage as n iay he so prescribed or is nay all scale a p rodu e big allowable based on acreage per well. thi en till> sLI cli Liii it mi>


ciii h race is iii Li cli additional ae reage is nay he sLI prescribed or as iii ay he tised in sLieh all icau on of allowable.


Opera LI Is cipoti aid p rod cict ion from the all its shall he treated as if stic h operat i clils nerd Li pun or s Li cli prcd u eLi on “crc froi ii tI ie Leased Premtses whlethier dir not


the wells tre located thereon. l’lie entire acreage within a uniL shill be treated fr all purposes ass if it were covered by and included in tltis Lease except that (lie royalty


on productl Lm in ill t lie Li it t sli all he e tile ti I tiLed as below provided. titd except that in e alcu I aung (lie amount of ally shut—i n gas royti tics, only thlat part cif tlte tie reage
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origi ia liv I eased and then embraced by Us s Lease shall he co ui lcd. hi respect to product j on front the u’s it, Lessee shall pay Lessor, iii t jell of oilier royalt es tile rc On


0111 y so cli p roporti on of the royalties stipulated Ii crein as the aissou it of Lessor’s acreage p laced iii the on it. or Lessor’s royalty interest there 0, on all acreage basis bears


Ic the total acreage in Ihe Li lit. 1_ess cc is granled the right to exectite all necessary rat iii canons of any unit agreenten I and/or Ito it operati rig agreenieo 0 as may be
ii ccessarv IL) obtain the approval of the Ciove rninenta I Rego I alory S Lilly lbr the ereal mu of a Ii eld —‘vi de 00 ii wi tlsotit regard to Use size of such Ii ci d —wi d C liii it.


It’ said lessor owns a less iiiterest in the above described land than the etttire and undivided le sintple estate llrerein. theti the royalties licreiti provided shall he
pat d to I he I.ess or o il v irs the pro port i oIl wli i cii Lessor’s interest hears to tile wliol e and on divided le


Lessee s hal I Ii ave tlte right to use, free of cost, gas, oil and water ii rodueed on said land br its operatiotis thereon, except water frtstn el Is of Less or.
When requested by the Lessor, Lessee shall bury its pipelines below plow depth.
No well shall be drilled nearer than 20t) feet to the ho use or barn now on said preni ises, nor sltal I any tanks or gas processing the iii ties be pl teed nearer than 200


Iiet front said ho use or tiiy water well on s ti d pre ni 5e5, vi th out tite ‘vritleri conseist of the Lessor.
Lessee shall p ty hr all d antages ca used by its ope rat ions to gro’vi rig crops, livestock arid dairy operat otis. surlace waler, arid ground water on said land.
L,es sor recognizes titar I_es see Ii as the right to use ass in u cli of the stir lisee of the Leased Preun ises as a reaso is ably prudent operator aid use to ace imp I isir the


p irimises oft Ins Lease
Lessee shall have the right at any time to rentove all ntaelsioery and lixturcs placed on said premises, ineludiutg tlte right to drtw and rcurtove easing.
If tite estate of either party hereto is assigned, mid tile privilege of assigning in wbtle or in part is expressly allowed, the covenants ltereol’sisaIl extend to their


he irs. cx ccii to rs. tdnt in i strato rs. 5 uicces sors or assigns I-however, no e ltatige or division iii owners It ip of tite land or royal ties stall en I trge Lii e oh I igat ions or di ni ii sit
tire rights of 1_essee. NC) ch tInge in tlte ovners Iii p of the land or royal ties shall he hi ti di rig ois the Lessee tint ii a tier tite Lessee has been finn i sIted vitlt a ‘yr i lien t rati s l
or assignment or a true copy ti t e reot’. In case Lessee assigns this Lease, in witol e or in part. Lessee sisal I he relieved Of all ohl i gat i Otis w i thr respect to the ass i grsed
portion tsr port i [Ins iris i itg sutbseq ue lit to the date of assi gnnient. Lessee sIsal I pnrv ide a Copy of any stieh recorded ass i go nient to Lessor upon Lessor s request.


All express or ins plied coven tots of tls is Lease sir dl he sti hj eel t ii I Federal, S tate and Municipal Laws, F xeetiti ye Orders, R tiles and Regulations, arid lit is I_ease


htall rurt he lerni i sated iii wit ole or in part. nor Lessee tel d liable ri dam ages. lbr hi lure to comply therewith, if consp h anee is preve tiled by. or such lit ii U re is tue res tili
of toy so cli Law. Order. Rule or Regu I at ion.


‘Ilus Lease shall he eliëcL,ve as to each Lessor on execution ireretsf as to itis or her mterest and shall be hittdiitg on titose signing, notwithtstanditig some LII tire
I_es so rs aN is e named oi ts not ,j Inn ri the eN eetiti on ire reo C lire word “Lessor’’ is used us this I.ease m calls tire party or parties svito CX Celtic iii is l.ease as I.esst I r.


althotigit not nanled above.
Lessee may at In y t i rile ail d from I inse to Ii me so rreri d Cr this Lease as to trri y part or p arts of tite Leased Fire ni ises by delivering or m ui Ii ng a release tiseret if


Lessor, or by placing a release of rectird in the proper County


Lessee slut liii ave the rig1 tt at anti y t i nte to red cern lbr F_es sor Ii y payment tiid ousrtgages. taxes or otlr Cr I ens [so the above described lands, ill tlte event of d efluui It of


pavtneti t by i.ess tsr. all d he sob rogated to the rights of tire holder thereo
fit is Lease s Isa II never be te rosin ated. ‘or ‘cited. or caiscele d hr Lessee’s lb i lure to perlbrni. in whole or in part, any of the coven tilts. cood iti oils. [lb Ii gat i otis atsel


req tim retne its set lhrth iii tIns Lease. until Lessee, it Her wr i tIe ni rioti cc hy 1_essor. has beers gi veil a reasonable period oft i Inc lit iii vh i cit IL) chin ply v i Lit tire e ovei tint
coriditiort. obligation. tir requirement.


1_essee is expressly granted tite right to eomtdutct geopitysical exploration by means of scisniograph, vihroseis or sinnlar tecitnitlties I-however, if Lessee conducts
sit cli oeoph 5 cal cx pl orat i on tsr tiperat io Os Oh tite lands covered by tins Lease, all shot Ito les si all he kept a so 115 ci en t distance awty bins Lessor’s water ‘ye Is so is ntit


to e airse lily dam age to the wtte r wells Lessee s Ii all prom pti v ph ug ill I sitot Ii ol es with cone rc te plugs or other approved ne tltods set he low p low depth, 1111 the holes


wi tis dirt tin to p of the pi tigs, and restore the so rfltce of tite Leased Prein i ses to substantially the s mile cond it oIl it was in pri or It) the COOl use mice inent tsr tIre geoplsys I em I
operations.


IN W’l’[NKSS VIlEREOF, we sigh the day and year first atsovewntteti,


IX)


UNIFORM ACKNOWLEDGMENT - INDIVIDUAL


SlATE OF


______________________________


COUN’fY OF


_________________________)


‘rite toregoing instrtrmeot was acknowledged heibre me this


_______________________


day of


_____________________________________, ________


by


Mv Co nm is s ion F xp ires


_____________________________________________________


Notary t5ti hi ie, State of


Name of Notary Printed —
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UNIFORM ACKNOWLEDGMENT - CORI’ORATE


STAlE OF


_________________________________


COUNTY OF


______________________________________


The oregoing ilisirunient was aeLnowledged helbre me this day of


_____________________________________ ________


by


ol


______________________________________________________________________________


an


________________________


Corporation, oil behalf of the corporallon.


NI’ Comm iss ion Exp res


______________________________________


Notan I ‘ub Ii . State of


___________________________


Name of Nolan Printed


______________________


UNIFORM ACKNOWLEDGMENT - OTHER


STATE OF


_________________________________


COUNTY OF - -


_____


‘I ‘lie Ibrego ‘‘10 I its trti ‘lien I Vih Ic iitflL I edized he hire nc th I


_______________________________


d av of


_________________________________________________ ___________


1w


_________________________________________________________________________________________


as


_______________________________________________________


of


______________________________________________________________________________________


an


___________


o,i behalf of tlte ‘irost


Sly Comm soil F p i res


______________________________________


Nolan Pu hi ic Stale of


Name of Notan Printed —
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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.


T,nvnshi p Non h, Rn nge Vesl. Boise NI eridian
Seeliol,


containing — acres, none or less


I. strRl:ACE USE Lessee shall have the right to use only so much of the surlhce of the Leased Premises as is reasonable necessary for the full exercise of
Ui c purpose or lbs Lease provided, tii at f the Leased Pre in ises are 3.0 acres or s nml Icr in size. Lessee s hal liiol engage in drilling operations (In Lii e sorlhee of
the Leased Premises. Lessee s hal I lake reas o nab Ic p recall I ions to miii mi ize ad verse nip iic t to Lessor’s lhrm i ng, dairy and ran clung operations oii the


Leased P rem i ses. Lessee shall ad vise the o vner of (lie so rlhe e of (lie Leased Pre ni is es prior to Coin ni en ci ng CoAst r U et on regarding Ic location of any
well sues, roads, fences, pipelines or ulililies, or installation of any prodoclion elltiipnielli. lank batteries or produced waler disposal equipment. Lessee shall


pay (lie s or lice o wile r ftir reason rib Ic da iii ages to grow log crops, grass, ho i I diii gs. livestock. led, ‘en e es iii d dli Cr 01 provements and person il pri Iperl


eritised by Lessee’s operations.


2 Pko’I’EurloN AND USE 01” WAlER Lessee shall follow generally accepted industry practices designed 10 proleet fresh waler sirala from
eonlaoilnanon and prolect the snrlhce I’roi,i exposore to produced ‘saler mid other coiutanuioants Lessee shall ‘lot tise water from I.essor’s irrigalion rilid


d ‘ni esi i e scel Is or from th caq u I krs sup ply dig said ss’el Is ‘vi tltoul Lessor’s wr illen consent. Produced waler niay be used lbr all V tI rpose ii Ii iwed by appl i cable
(a’ and regu hitioi IS


3 LIAB lI_li Y INSI/RANCE If Lessee or its agents conduct ally operilions on the Leased Preniises then Lessee shall maintain. al Lessee’s expense. br (lie
duration of Lessee’s operations on he Leased I’rcmises, public liability insurance with adequate Coverage hr personal injt:n and daniage to real prapcris Is


respecl to Lessee’s operations If req tiesied by Lessor. Lessee shall deliver appropriate evidence to Lessor, prior (0 entrance on ihe Leased Premises ilin such
Ilisorance is in ibrce.


1 No’fIncA’rlON OF BREACI I In the e ent Lessor considers that Lessee has failed lo comply with any obligation hereunder, express or implied. Lessor


shall noiui Lessee in ssr,tnig speeds ing in wlial rcspeci Lessor claims Lessee has breached this Lease. Lessee shall then ha’.e sixty (60) iiu after reccipi i,I


s:,d notice Isolon nluch 0 heel or eonimcnce hi niect all or ans part of tIle breachlcs) alleged hs Lessor, or atlempi to prove thai ilie alleged hrcaehhes)


doles i nil exisi. I lie scrs cc iii said n,iiiee shall he preeedeai to the bringing of any aelion by L,cssor on said Lease hr any cause, ruid no such acilon shall lie


brought until the lapse of sisiv (60) days after service of such notice oit Lessee. Neither the service of said notice nor the doing of any acts by Lessee aoned


to meet all or any ol’ the alleged breaclites) shall he deemed an adniissioo or prestnnption that Lessee has f,iled to perkirni all its ohligatitms lierewider ‘[Ins


I -case s Ii all not he lhrhbted or cancelled (‘or a L, i It’ re to perhirm in ssl ole or in part any or its i mpl ed covenants, cond lions, or 51 i polro i oils witi I a tid i cal


dde nit 0 ion is made that such fidure exists


REGULA’l’IONS All operations conducted under this Lease, including permittin, drilling, prodtietion, pooling and unilization, pltigging rind


abandonment oh’ wells, and stirlhee reclamation, shall he done ptirstiant to and in accordance wilil applicable l’ederal. state and local rtiles and


regti I at, ons.


6 Lessee is here by given Ihe opti (in (0 cx lend the ‘ri mary ‘Fe rm of tIn s Lease (hr an addition il ffije (3) ye irs from the expiration date of (lie Pri nary ‘l’erm


hereof. This option nay be exercised by Lcssee br all or pad of the acreage coy ered by this Lease tbal Lessee elects to exlend and tIns option exercised ii any


lime doring ilte original l’rimarv Terni bs’ paving tIme sum of uhhi’ and j/Inl) I)ollrmrs (S 5(1(1(1) per acre to l.essor Tins payment shall he based upon ilie


nuniber of net mineral acres ihat l_essec elects to extend then covered hs’ titus Lease and not at such time being niaintamcd by other provisions hereof [his


payment ni as be made by c bee k or dra Ii of Lessee ma i led or delivered hi Lessor at any i mc d tiring the origin il Pr i nmrv fe ml lie rco I’. IC al (lie ii lie tIlls


hil I ie il Is oiad C. 5 10 Gus ifi i Cs are en tnled to spec lie anlounts ace lrd I ng to Lessee’s records, this pay n ien I niay he di” i d cd be t’vec n said parties rind pa i d


in lit’ san it’ prop ITt INi Siuiuo Id this opi 1(11) be exercised as herein provided, ii shall he considered )br all purposes as du,mdi this Lease ormi mliv pris dccl Ii ri


I ‘ronan ‘l’enn tif [mlii tS I sears


7 Lessor does hereby fully ‘saive, release, acquit. dismiss, surrender, cancel and I’orever discharge an’ and all claims lierelul’ore or hercahier arisnig against


Le, see froni. or in mis nail lIe r CCIII nec ted tim. ( i ) por oil and gas opera tio IS cif any ilat ore on the Leased I’ rein 5C5, (ii) all” pree ‘c ,,t i ng eond Lieu is a, thor


(Iii) any Lessor. invitee and/or tenant on (lie Leased Premises taking or using gas from any “eli(s) not drilled by Lessee -


R o ills I ‘as Inents Lessee slial I so hn 01 a Lessor rovalts pavin cots in lb II hs the list day of I lie calendar monl II (hI I o ss ing Lessee’s receipt of pa> men I (hr a


nionlli of II rodtlcti oil (hr the oil or gas. Tlte cli cc k sltib (hr each payment S Ii all i dent i l- the amount of oil and/or gas produced and saved dorm ii (Ii at in isothi. ‘lie


price ree ci’ ed tlierelbre, and Lessor’s n,’ ally iiitcrest and applicable ses eranec charges If Lessee Ihils to (lineR pay aiy roy aIls sshien due, Lessee shall pas to


Les sclr in add lion to die rlival is one percent I I 0’ ) (hues (lie unpaid rosa hv (hr each cat cndar non tit or fracl oil I herco I’. Lessee shall a I low reason able access 1°


Lcssor to Lessee’s records rehe s• mit in a deiernnrtai ion oh’ the aniount of rio) niy alms’ to he paid pursuant mci this Lease. In no es CIII shall royalties to he paid


Ilereti I mder he more Ilian oi me—c ightlu (hIS) of tIme act tmal timiot nt received hs’ Lessee.
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1) iahilii lessee shall indenmi ft. tleliid mid hold Lessor harmless Irom aiiv md all liability. cliarue. expense. line, claim, suit or loss, including hot not limited
to losses re kited to crop. livestock’ and dairy p rodu eLi on. and inc tiding anomey s lies and costs on appeal. caused by or res ul ti rig from any negligent or oth en’ i se


wronglul act or oni ission of Lessee, its assigns, suhiessecs, agents, operators, employees, or contractors, Lessee shall pay when doe, all taxes lawlblly assessed
and levied under Idaho law upon Lessee’s interest in the Leased Premises, incltiding the leased deposits and oil or gas production.


I . Sale or I_ease Aily sale or sublease of all or any part of the Leased Pre ni ises during the lerni of this Lease shall he subject to the terms and eond I tion S 01’ I lu
Lease.


I 2 Lessee Practices Lessee shall at ill ti lies Conduct all operations and (1111cr act ions relative to tlu s Lease as a reasonable p md ent operator, and shial I con flirt inn


the best prac ticesand enginec rio g pri tic i ph es corrc otly n use in the oil and gas industry fix the area in wh ic Ii the Leased l’rem i ses are located and as
Ci Ole 01 poranco tisI y as they are i ntprovcd froi n ti,tte to ti tile. Lessee sh ill at all Ii mes use all reasonable precautions necessary to prevent waste of oil and gas
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Exhibit B


Landman’s affidavit
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BEFORE THE OIL ANI) GAS CONSERVATION COMMISSION
STATE OF IDAHO


IN THE MATTER OF APPLICATION TO
INTEGRATE THE UNIT DESCRIBED AS
SECTION 14, TOWNSHIPS NORTH, CC-2{)16-OGR-O1-OOI
RANGE 5 WEST, BOISE MERIDIAN,
PAYETTE COUNTY, IDAHO


ALTA MESA SERVICES, L.P., and AM IDAHO, LLC, APPLICANTS


AFFIDAVIT OF DAVID PEPPER


STATE OF IDAHO
) ss


County of ADA


David Pepper, having been duly sworn on oath, deposes and states:


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 (“Alta Mesa”) I am responsible for the


leasing of mineral interests in Section 14. Township 8 North. Range 5 West. Boise


Meridian. Payette County. Idaho.


3) Pursuant to Idaho C ode 47—322(d)( viii). Alta Mesa has support [mm more than


fifty—five percent (55%) of the mineral interest owners in the spacing unit comprised


of Section 14. Township 8 North. Range 5 West by leasing or participating as a


working interest owner. Alta Mesa is an “interested person” for purposes of Idaho


Code 47—322(a) by virtue of its status as mineral lessee within the unit.
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4) Pursuant to Idaho Code 47-322(d)(ix). the highest bonus payment paid to lease


mineral interest owners in the unit prior to filing this integration application is SI 00


per net mineral acre.


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


interests in the unit. Pursuant to Idaho Code 47-322(d)(x): (a) attached to the


Application as Exhibit E is a Resume of Efforts; (b) receipts for certified mailings of


Applicant’s notifying mineral owners of Applicant’s intent to develop and including a


proposed form of lease are attached to the Application as Exhibit F; and (c) affidavits


of publication of legal notice, in a newspaper in the county where the unit is located,


to those mineral owners who could not be found are attached to the Application as


Exhibit G.


Dated this 18th day of May, 2016.


N’ot(ry P!Øic State of Jdn
ResiH4aat /io
My Commission Expires: i/i/M6/


David Pepper


SUBSCRIBED AND SWORN TO before me this 18th day of May, 2016.
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Exhibit E


Resume of Efforts to Secure Leases and/or Participation


Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County, Idaho.


Tract 4:
Unknown heirs of Ethel Darleen Altizer
Edward Eugene Altizer
Mary Darleen Altizer
Parcel # 08N05W140762, 1.644 acres


06/19/2014: Meet with Edward; he asked to see a copy of the lease. Ordered a copy of the
deed and found that there were three names on the deed. Edward Eugene Altizer (son),
Mary Darleen Altizer (mom) and Ethel Darleen Altizer (daughter).
07/14/2014: Stop by to get information on the ownership of the property.
Talk with Edward’s wife! girlfriend found out the Ethel Darleen Altizer had passed with
no known or confirmed heirs. No probate found.
09/18/2014: No answer, left business card in door.
11/22/2014: No one home.
12/15/2014: No one home, left business card in door.
01/31/2015: Meet with Edward finalized his lease information.
02/02/2015: Drop off a copy of the lease for him and his mothers. I was told that they
would have his mother sign the lease.
03/14/20 15: No one home left business card in door.
03/16/20 15: Sent a copy of the lease and info from the State by priority mail.
05/21/2015: Met with Mary and left her a copy of the lease, memorandum, and
information from the state.
06/15/2015: Met with Mary; she told me she was not interested in signing a lease.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 86:
Robert & Sue Bixby
2133 Maple Ct
Fruitland, ID 83619
Parcel #031800020010, 0.33 acre


09/18/20 14: Meet with Robert & Sue. Robert said go ahead and order the paper work
they will sign.
09/24/20 14: Drop off a copy of the lease with a memorandum.
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10/02/20 14: As per Robert, “not in your life will I sign over my minerals.”
11/24/2014: Certified mail copy of lease signed for by Robert.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 45:
Bruce W. Burrup, Life Tenant
Bruce W. Burrup Trust
2260 NE 16” St
Fruitland. ID 83619
Parcel # 08N05W148810. 1.52 acres


10/30/20 14: No one home, left business card in door.
11/17/2014: Stop by no one home.
12/04/2014: Mailed a certified letter with a copy of a lease letter of introduction and a
memorandum.
01/10/2015: Left a business card in door.
01/19/2015: Lights on car in drive no one came to the door.
01/20/20 15: Received a call from Mr. Burrup he is not interested.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 72:
Shane W. & Timbra D. Bunup
Pa Box 183 (2142 NE 16” St)
Fruitland, ID 83619-0183
Parcel #031800030090,0.61 acre


10/30/20 14: Meet with Timbra and handed her a copy of the lease.
11/22/2014: Left business card in door.
12/23/20 14: Mailed a certified letter with a copy of the lease.
01/10/2015: Talked with Shane they have not decided he will talk with his father in-law
and dad.
01/20/2015: He is not going to participate.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.
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Tract 56:
Warren F. Camefix Trust.
Kathryn Camefix/ Parkes Trustee
Po Box 332 (2292 NE I 6” St)
Fruitland, ID 83619-0332
Parcel # 08N05W148410, 4.60 acres


08/20/20 14: Called Kathryn Camefix/ Parkes a trustee left message.
08/28/20 14: Talked with Kathryn a trustee she is buying out her sister and would like
some time.
12/04/20 14: Called left message.
12/26/20 14: Mailed a certified letter with a copy of the lease.
01/14/2015: Called left message.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/19/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 33:
Darrell A. & Deanna M. Carr
8148 N. Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W145630, 0.46 acre


10/13/2014: Left business card in door.
11/10/2014: Left business card in door.
12/04/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: There were people in the house no one came to the door.
Left business card in door.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 36:
Patricia J. Daniels
2247 Killebrew Dr.
Payette, ID 83661
Parcel # 08N05W142420, 1.81 acres


06/19/2014: Talked with Ms. Daniels she would like to see a lease.
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06/26/2014: Dropped off a copy of a lease.
07/15/2014: She did not want to talk.
08/07/2014: No one home.
10/14/2014: No one home.
11/07/2014: House door open Barn door open on one answered.
11/18/2014: Mailed a certified letter with a copy of the lease.
01/31/2015: Ms. Daniels said she is not interested.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 30:
Harvey D. Easton
8172 N Pennsylvania Ave
Fmitland, ID 83619
Parcel # 08N05W145600, 0.46 acre


10/13/2014: Not interested.
12/17/2014: Refused certified mail letter with lease copy.
03/07/20 15: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 14:
The Frandonson Family Trust
Frazer C. Peterson & Donna D. Peterson trustees
2075 Killebrew Drive
Payette, ID 83661
Parcel # , 6.30 acres


06/26/20 14: Talked with Frazer he told me that he had been let out of a lease by Richard
Brown so he could vote on oil & gas issues that come before the Planning & Zoning.
09/18/2014: Left business card in door.
11/07/2014: Meet with Frazer he sits on the planning and zoning board. Will not sign he
wants to be integrated. I left him a copy of a lease.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.
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Tract 31:
John W. Graversen
8164 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W145610, 0.46 acre


10/13/2014: No one home left business card in door.
12/04/2014: Mailed a certified letter with a copy of the lease.
01/19/2015: Was not home left a business card in door.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 50:
David S. & Melissa K. Graves
1703 W. Idaho Ave
Ontario, OR 97914
Parcel # 08N05W148820, 1.00 acre


11/14/2014: Stop by left business card in door.
12/13/2014: Certified mail came back as moved no forwarding address.
12/19/2014: Talked to the renters she gave me the Graves address.
12/23/2014: Mailed a certified letter with a copy of the lease.
02/28/20 15: Stop by their home no one there left business card in door.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 99:
Eustoloia E. Harrison
8028 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W146311, 1.35 acres


10/09/2014: She would like to go over a lease.
10/14/2014: Drop off copy of the lease to her and her daughter.
10/30/2014: She is not interested.
11/24/2014: Certified mail copy of lease delivered.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
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05/04/2016: Certified mailed proposed form of lease and cover letter.


Tracts 1. 8:
Louis M. et ux Joann Higby
2403 Killebrew Drive
Payette, ID 83661
Parcel # 08N05W140020, 50% of 40.0 acres
Parcel # 08N05W140020A, 38.78 acres


(Notes of Lee Ferguson. Landman)
01/06/2015: Sent email to Brad Masingill inquiring about the Higby lease status and
offered any assistance he might need to move forward.
01/14/2015: Called Brad Masingill’s office to discuss lease but he wasn’t in. Left
message with secretary requesting he call me.
01/22/20 15: Called Brad Masingill’s office and secretary’ said he was not in yet but was
coming in and she said she would have him call me.
02/02/2015: Received text from Jo Ann advising she has prepared a list of questions she
would like to discuss. Told her I was out of town but would let her know when I return.
02/03/2015: Called and spoke with Joann and told her I’ve not heard back from her
attorney, Brad Masingill, after several phone calls to his office. She said that’s because
she is still working on lease and said they have received several offers. She said she
didn’t see any reason to rush and wished to move slowly and thoroughly.
Received email from attorney, Brad Masingill. after speaking earlier with Joann. He said
he would check with the Higby’s to see what they were thinking.
02/20/2015: Texted Jo Ann and told her I had returned. Asked her to let me know when
would be a good time for her to meet.
03/04/2015: Texted JoAnn and told her I was available to meet with her whenever she
was ready. She replied advising she was at Seattle Airport at the moment and did not
know when she would be back.
10/16/2015: Certified mailed revised proposed Lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 69:
Kevin E. & Michelle L. Husfloen
8020 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W146360, 0.87 acre


08/20/2014: Left business card in door.
09/16/2014: Left business card in door.
10/27/2014: Meet with Kevin left him a copy of the lease.
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01/10/2015: Talked with Michelle, she told me that they have not made a decision as of
now.
03/07/20 15: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 73:
Martina Jarniillo Revocable Living Trust
Martina Jaramillo, trustee
2136 NE 16” St.
Fruitland, ID 83619
Parcel #031800030070, 0.50 acre


09/02/20 14: Left business card in door.
09/16/2014: Stop by no one home.
10/30/2014: Left business card in door.
11/17/2014: Left business card in door.
12/08/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Talked to a Ray Nunez he was going to talk with Martina and call me.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 77:
David & Glenda Lockner
2141 Locust Way
Fruitland, ID 83619
Parcel #031800030060,0.52 acre


09/26/20 14: Left business card in door.
11/06/2014: Left business card in door.
11/24/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Left business card in door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.
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Tract 47:
Roy and Debbie Long (They never would respond)
203 NE 16111 Ave
Fruitland, ID 83619
Parcel #08N05W146410, 1.44 acres


07/21/2014: Left business card in door
09/02/20 14: Left business card in door
10/27/2014: Stop by no one home.
12/02/2014: Left a copy of the lease with Debbie.
01/06/2015: Debbie signed for a certified mail copy of a lease.
0 1/10/2015: Left business card in door
01/24/2015: No one home.
03/19/2015: Debbie signed for a certified mail copy of a lease.
05/30/20 15: No one came to the door. Left business card in door.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 8:
Unknown heirs of W.A. Maule
Unknown heirs of Ruth Murphy
Unknown heirs of Fannie Barton
Unknown heirs of N.D. Maule
Unknown heirs of R.D. Maule
Unknown heirs of LeRoy Maule
Address unknown
Parcel # 08N05W140020, 50% of 40.0 acres


Several possible heirs lease, no probate found.


Tract 76:
Dana & Lupe McKee
2131 Locust Way
Fruitland, ID 83619
Parcel #031800030010, 0.30 acre


09/26/2014: Talked with Dana & Lupe ordered lease will do whatever Nichols does.
10/02/2014: Dropped off a copy of the lease.
12/03/2014: Stop and talked with Lupe have not made a decision.
12/17/2014: Mailed a certified copy of the lease.
01/10/2015: Talked to Dana not interested.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
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05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 58:
James F. Miller Jr.
7193 Elmore Road
Fruitland, ID 83619
Parcel # 08N05W 148400, 4.10 acres
Parcel # 08N05W 148940, 1.96 acres


07/31/2014: Talked with Amber James was out of town. She will have him call me when
he gets back.
09/16/20 14: No one home left business card in door.
10/15/20 14: No one home left business card indoor.
11/07/20 14: Talked to Amber told her it was important that James gets in touch with me.


11/11/2014: Meet with James he asked for a no drill clause.
12/22/2014: Mailed a certified letter with a copy of the lease.
01/06/2015: Received an email from James he had his Attr. go over the lease and would
like some revisions.
01/14/2015: Drop off copy of a revised no drill lease.
02/17/2015: Emailed James and asked if he had any more questions or concerns.
02/20/2015: Received a return email from James that he will not sign the lease as
written.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 60:
Natalie Sue Mio
1604 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # F00000146370, 0.55 of an acre
09/02/20 14: Left business card in door.
10/09/20 14: She would like to have all Oil & gas exploration in the area stopped.
11/21/2014: Mailed a certified letter with a copy of the lease.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 57:
James R. & Jan M. Mitchell
101 NE 16” St.
Fruitland, ID 83619
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Parcel # F00000 146380, 0.60 acre


09/02/2014: Left business card in door.
10/30/20 14: Left business card in door.
11/17/2014: Left business card in door.
12/17/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Left business card indoor.
01/24/2015: Talked with both James and Jan they want nothing to do with oil and gas
exploration.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 95:
Kim & Joyce E Nichols
8135 Estates Blvd
Fruitland, ID 83619
Parcel # 08N05W146020, 3.65 acres


09/18/2014: Left business card in door.
10/28/2014: Meet with Kim and Joyce went over lease, they do not want the well behind
their house.
11/22/2014: Meet with Kim he would stiLl Like to ask for something does not know what.
12/04/20 14: Mailed a certified letter with a copy of the lease.
01/13/2015: Spotted Kim’s pickup in driveway no one home left business card in door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 22:
Kevin & Lisa O’Neil
3705 Elmore Road
Parma ID 83660
Parcel # 08N05W149991. 6.05 acres


11/04/2014: No one home left business card indoor.
11/06/20 14: No one home left business card in door.
12/17/2014: Mailed a certified letter with a copy of the lease. No one picked it up.
01/15/2015: No one home left business card in door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
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10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract7l: -


Melvin & Tern Person Family Trust
2146 NE i&” St.
Fruitland. ID 83619
Parcel #031800030110,0.59 acre


11/10/2014: Meet with Ten left a copy of the lease Melvin is out of town.
11/20/2014: Left business card in door, garage open two cars no one came to the door.
12/03/20 14: Garage open two cars no one came to the door.
12/23/20 14: Mailed a certified letter with a copy of the lease.
01/12/2015: Received a page from my mail out with a not interested written on it and
signed by Melvin Person.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 28:
Scott R. & Sarah E. Pierce
8188 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W145580, 0.57 acre


10/13/20 14: No one was home left business card in door.
12/17/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: No one was home lefi business card in door.
01/24/2015: People were in the house no one came to the door. left business card in
door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 81:
Chad & Lisa Roberts
2144 Locust Way
Fruitland, ID 83619
Parcel #031800020090,0.58 acre
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09/26/2014: Lisa Roberts was in the house would not come to the door, left business
card in door.
11/06/2014: Watched them drive in the driveway would not answer the door.
12/01/20 14: Mailed a certified letter with a copy of the lease. -


01/08/2015: Talked with Lisa they have not decided.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tracts 39. 41:
Unknown heirs of Andrew Paul Sapp
260 Nashua Road
N. Billerica, MA 01862-3070 (last Imown address of record title holder)
Parcel # 08N05W147060A, 6.866 acres
Parcel # 08N05W147081A, 4.872 acres


08/13/2014: 1 call Andrew Sapp, possible heir of Andrew Paul Sapp in Billerica, MA left
message 1:30 pm.
08/14/2014: 1 call Andrew Sapp left message 8:15 am.
08/18/2014: I call Andrew Spp left message 5:45 pm.
08/26/20 14: Certified mailed a letter of introduction. Signed for by Andrew Sapp.
09/23/2014: 1 call Andrew Sapp left message 11:15 am.
10/09/20 14: Called Andrew no answer, answering machine was frill.
10/24/2014: Mailed a letter to Andrew Sapp.
12/06/20 14: Called Andrew left a message 1:20pm.
01/26/2015: Mailed a certified letter. Signed by Anne Sapp. Andrew’s wife.
Three possible heirs Warren 111, Andrew and Kathleen E. Smith (Sapp), but no probate
found.
Warren II certified letter came back as undeliverable and no forwarding address.
Kathleen passed away before her mother Eleanor. We know she was married do not
know her husband name or if she had any children, I think Warren II is alive and living
by Andrew. But I have never had any response to ask these questions.


Tract 96:
Kenneth Schappert & Katie Fox
8077 Estates Blvd
Fruitland, ID 83619
Parcel # 08N05W146060, 3.95 acres & # 08N05W146140, 1.0 acre


09/18/2014: Stop and talked with Kenneth. They had just moved in not yet unpacked.
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10/02/2014: Drop off a copy of the lease to Kenneth.
11/07/2014: Talked with Kenneth they have not made a decision.
12/04/20 14: Mailed a certified letter with a copy of the lease.
12/11/2014: Meet with Kenneth and Katie about the lease. They Requested $250.00 per
mineral acre and a 25% royalty.
12/19/20 14: Drop by and let Kenneth know that his request for S250.00 a mineral acre
and a 25% royalty was rejected.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 43:
Ronald D. & Kathleen S. Scotto
2234 NE 16th St
Fruitland, ID 83619
Parcel fi 08N05W147140. 1.0 acre


11/09/2014: Talked to Kathleen she does not think they participate but will talk with her
husband.
12/8/2014:
1/10/2015:
1/13/2015:
10/16/2015:
05/04/2016:


Mailed a certified letter with a copy of the lease.
Left business card in door.
Talked with Kathleen they do not want to give up their mineral rights.


Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.


Tract 62:
Luke A. & Brynna Smith
2132 Maple Ct.
Fruitland, ID 83619
Parcel #031800010010,0.54 acre


11/10/2014:
12/19/2014:
01/12/2015:
10/16/2015:
05/04/2016:


Stop by and introduced myself to the new owners.
Drop off a copy of the lease.
Talked to Luke they are not interested.
Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.
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Tract 29:
Russell & Lisa Spotswood
8180 N Pennsylvania Ave
Fruitland. ID 83619
Parcel # 08N05W145590. 0.46 acre


10/13/2014: Drop off a copy of the lease with Russell.
12/17/2014: Mailed a certified letter with a copy of the lease
01/19/2015: Russell agreed that they would sign a lease. His wife has been in the
hospital.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease fomi and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Tract 87:
Vaughn Family Trust
Larry J. Vaughn & Mary Ann Vaughn Trustees
4997 Eagle View Ct.
Fruitland, ID 83619
Parcel #031800020060, 0.50 acre


11/06/2014: Left business card in door.
12/04/2014: Mailed a certified letter with a copy of the lease.
03/12/20 15: Drop off the info from the state to the Vaughn’s they are going to think
about it. I-Ie told me that he had burned the copy of the lease I had mail them.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.


Tract 98:
Unknown heirs of Carol Uehlin
1840 Uehlin Drive
Payette, ID 83661 (last known address of record title holder)
0.45 acre


(Possible heir surviving spouse leased but no probate found)


Tract 54:
Jesse T. Wetzel
2280 NE 16” St
Fruitland, ID 83619


SROG Ex. A







Parcel # 08N05W148700, 0.94 acre


08/11/2014: Left a business card in door.
11/10/2014: Meet with Jesse left him a copy of the lease.
12/02/2014: Talked with Jesse to see if he had any questions or concerns.
12/24/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Left a business card in door.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.


Clayton (Butch) Clancy
Landman
M&J Land Services
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Exhibit F


Certified mailing receipts
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Publication of legal notices
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NOTICE


Pursuant to Idaho Code 47-322, Mm Mesa
ServIces. 12 and kM Idaho. LLC lve notice
of their intent to develop the hydrocarbon
mineral resources in the spacing unit tie
scflhed as Seuion 14. Tuw-ashlp S North,
Range 5 West. Boise Meridian. Payette
County. Idaho. ABa Mesa ServIces. 12 and
AM Idaho. LLC wish to reach agreement
with the following mineral Interest owners
to said spacing unit, and their heirs, suc
cessors and assigns, if aiw, regarding the
lease of their interest or their participation
In the veIl or wells drilled in such spacing


I hits or successors of Margaret Payne


Heirs or successors of Lydia M. Gustafscn


Heirs or successors of
Everett A. Gustafson


Heirs or successors of
Evelyn Gustafson Worn


Heirs or successors of
“Jeanette Vifleggiante


Hetrs of successors of WA. Maule


Heirs or successors of Ruth Murphy


Heirs or successors of Fannie Barton


Heirs or successors of ND. Maule


Heirs or successors of RD. Mauie


Heirs or successors of Leroy Manic


Heirs or successors of Andrew Paul Sapp


Heirs or successors of
Ethel Darken Ahtzer


Heirs or successors of Cami Uehith


AFFIDAVIT OF PUBLICATION


STATE OF IDAHO)
County of Payette)
Jone B Hansen
Of Payette, Payette County, Idaho, being
First duly sworn, deposes and says:


1) That lam a citizen of the Unaed States, and at
all times hereinafter mentioned was over the
age of eighteen years, and not party to the
above entitled action.


2) That am the representative of the
Independent Enterprise, a weekly newspaper
published in the County Df Payette and State
of Idaho; that the said newspaper is in general
circulation in the said Count of Payette, and
has been unInterruptedly published In said
County during a period of seventy-eight
consecutive weeks prior to the first
publication of this notice, a copy of which is
hereto attached.


3) That the notice, of which the annexed is a
printed copy, was published in said
newspaper 1 time(s) in the regular and entire
issue of said paper and was printed in the
newspaper proper, and not in a supplement.


That said notice was published the following:
May11, 2016


Legal #90623
Notice


Any sw-It persons are requested to contact
AM Idaho, LLC at (208) 991-4140 immedi
ately for a proposetl fonn and terms of
lease or form of joint operating agreement
for participation.


On or about rvnv 19. 2016, pursuant to
Idaho Code § 4-322 and § 47-324 Mta
Mesa Sen-ices. LP and AM Idaho, LLC will
me mu application with the Idaho Depart
ment of Lands for an order Integrating the
numeral interests in the spacing unit de
scnbed as Section 14. Township S North.
Range 5 West, Boise Meridian, Payette
County, Idaho. After filing a copy of the
application will be available Iron, the Idaho
Department of Lands, 300 N. 6th St.. Suite
infi, Boise, ID 83702, (205) 334-0200, or
at the Department’s website at
bitt,: /fwwJdl.idaho.cov/oil-gas/reauIa
loty/index.html. MI uncommitted inter
est owners In the spacing unit will have an
ruppiunttnity to respond to the application.
Any such response should be addressed to
the atleotlon of Renee Miller at the Idaho
Department of Lands. 300 N. 6th Street.
Suite 103; P0 Box 83720. Boise. ID
83720-0050. Responses must be filed
with the Depannietit no later than seven
(7) days before the hearing on the applica
tion. which will be scheduled fotlnwing the
Department’s receipt of the application.
Notice of the hearing date will be available
on the Department’s website as listed
above and at the address and phone num
her listed above, arid will be published in
legal notices section of thIs newspaper.


Kestel West LLC
Po Box 1302
Boise Id. 83701


(1
State of Idaho)


County of Payette)


On this 11th day of May in the year 2016
Before me a Notary Public, personally appeared.
Jone B Hansen, known or identified to me to be
the person whose name is subscribed to the within
instrument, and being by me first duly sworn,
declared that the statements therein are true, and


same.
acknowledge to me that he/she executed the


t4’ary Public for Idaho -


Residing at Payette County
My Commission expires November 4,2019


Legal Number 90623 May 11,2016
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WITNESS AND EXHIBIT DISCLOSURE OF 

SNAKE RIVER OIL AND GAS, LLC - Page 1 

 

 

MICHAEL R. CHRISTIAN, ISB #4311 

SMITH + MALEK, PLLC 

101 S. Capitol Boulevard, Suite 930 

Boise, ID 83702 

P.        (208) 473-7009 

F.        (208) 473-7661 

E:        mike@smithmalek.com 

 

Attorney for Snake River Oil and Gas, LLC  

 

 

BEFORE THE OIL AND GAS CONSERVATION COMMISSION 

STATE OF IDAHO 

 

 

In the Matter Of: 

 

Determining whether the integration order in   

Docket No. CC-2016-OGR-01-001 applies to 

the proposed Barlow #2-14 well 

 

  

  

) 

) 

) 

) 

) 

) 

) 

 

Docket No. CC-2020-OGR-01-003 

 

 

 

WITNESS AND EXHIBIT DISCLOSURE OF SNAKE RIVER OIL AND GAS, LLC 

 

Snake River Oil and Gas, LLC discloses the following witnesses and exhibits that 

it may utilize for the hearing of this matter on March 9, 2021: 

1.  Witnesses: Richard Brown 

Chris Weiser 

2.  Exhibit: The May 18, 2016 Application for Integration and supporting materials, 

which can be found at https://ogcc.idaho.gov/wp-content/uploads/sites/3/1.-

20160518_ApplicationforIntegration-001.pdf.   Additionally, a copy of the exhibit is 

attached hereto and labeled “SROG Ex. A.” 

 

mailto:mike@smithmalek.com
https://ogcc.idaho.gov/wp-content/uploads/sites/3/1.-20160518_ApplicationforIntegration-001.pdf
https://ogcc.idaho.gov/wp-content/uploads/sites/3/1.-20160518_ApplicationforIntegration-001.pdf
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WITNESS AND EXHIBIT DISCLOSURE OF 

SNAKE RIVER OIL AND GAS, LLC - Page 2 

 

 

Snake River Oil and Gas, LLC reserves the right to call any witness and use any 

exhibit disclosed by any other party, to use demonstrative exhibits, and to supplement this 

disclosure in advance of the hearing. 

Dated this 4th day of March, 2021. 

 

     SMITH+MALEK PLLC 

 

 
_______________________________________ 

Michael Christian  

Attorney for Snake River Oil and Gas, LLC 

 

 

 

CERTIFICATE OF SERVICE 

 

 I HEREBY CERTIFY that on this 4th day of March, 2021, I caused to be served a true 

and correct copy of the foregoing by the method indicated below, and addressed as follows: 

 

Mick Thomas 

Idaho Oil & Gas Conservation Commission  

300 N. 6th St., Ste. 103     via email 

Boise, ID 83720 

Email: mthomas@idl.idaho.gov  

kromine@idl.idaho.gov 

  

James Thum 

Idaho Department of Lands  

300 N. 6th Street, Ste. 103  

Boise, ID 83720-0050      via email 

Email: jthum@idl.idaho.gov  

 

Kristina Fugate 

Joy Vega 

Attorneys for Idaho Dept. of Lands 

 P.O. Box 83720 

Boise, ID 83720      via email 

Email: kristina.fugate@ag.idaho.gov  

joy.vega@ag.idaho.gov  

mailto:mthomas@idl.idaho.gov
mailto:kromine@idl.idaho.gov
mailto:jthum@idl.idaho.gov
mailto:kristina.fugate@ag.idaho.gov
mailto:joy.vega@ag.idaho.gov
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James Piotrowski 

Piotrowski Durand, PLLC  

Attorneys for Citizens Allied  

P.O. Box 2864       via email 

Boise, ID 83701 

Email: james@idunionlaw.com  

molly@idunionlaw.com 

  

Chuck Broscious Environmental Defense Institute  

P.O. Box 220 

Troy, ID 83871      via email 

Email: edinst@tds.net 

  

Steve Rapanos 

Trendwell Energy Corporation 

VP - Land & Business Development 

P.O. Box 560       via email 

Rockford, MI 49341 

Main: 616-866-5024 

Email: steve.rapanos@trendwellenergy.com  

Sherry Gordon 

P.O. Box 1091       via email 

Emmett, ID 83617 

Email: sherrygordon5@gmail.com 

Leonard McCurdy  

P.O. Box 384  

Fruitland, ID 83619       via email 

Email: mc@fmtc.com  

Irene Shaver 

2410 NE 16th St. 

P.O. Box 310       via email 

Fruitland, ID 83619 

Email: bushmurphy@hotmail.com  

 

 

 

 

mailto:james@idunionlaw.com
mailto:molly@idunionlaw.com
mailto:edinst@tds.net
mailto:steve.rapanos@trendwellenergy.com
mailto:sherrygordon5@gmail.com
mailto:mc@fmtc.com
mailto:bushmurphy@hotmail.com
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Mr. Malcolm Leader-Picone 

Leader-Picone & Young, LLP 

1970 Broadway, Ste 1030     via email    

Oakland, CA 94612 

Attorney for Fallon Enterprises, Inc.  

Email: mlp@leader-picone.com  

 

 

      __/s/ Sarah Hudson /s/____ 

      SARAH HUDSON 

mailto:mlp@leader-picone.com


Hi. Ub LANY.

LAW OFFICES 2016 HTY 18 2: 37
CRAIG MARCUS MARCUS, CHRISTIAN, HARDEE & DAVIES, LLP sBARRY MARCUS c LJfr I

THE MARCUS LAW BUILDING TELEPHONE
MICHAEL CHRISTIAN

TRENT MARCUS 737 NORTH 7TH STREET (2DB) 342-3563

DANIEL R HARDEE BOISE, IDAHO 83702-5595 TELEFAX

(206) 342-2170
BO DAVIES

GREG K. HARDEE

AIso Adm1ted to the California Stale Bar

May 18, 2016

Tom Schultz, Director
Idaho Department of Lands
do Kourtney Romine
300 N. 6111 Street, Suite 103
Boise, ID 83702

Re: Application of Application of AM Idaho, LLC and Alta Mesa
Services, LP for integration of unleased mineral interest owners in the
proposed unit consisting all of Section 14, Township 8 North, Range 5
West, Boise Meridian, Payette County, Idaho

IOGCC Docket No: CC-2016-OGR-O1-OO1

Dear Director Schultz:

Pursuant to Idaho Code §47-322 and §47-324, AM Idaho, LLC, and Alta Mesa Services,
LP, (collectively, “Applicant”), hereby apply for an order integrating the drilling unit consisting
of Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County, as more
particularly described below.

1. Name and address of the applicant (Idaho Code 47-322(dXfl):

AM Idaho, LLC
250 Bobwhite Ct., Suite 350
Boise, ID 83706

Alta Mesa Services, LP
15021 Katy Freeway, Suite 400
Houston, TX 77094

2. Description of the spacing unit to be integrated (Idaho Code 47-322(dXii)):

Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County. A plat of the
subject spacing unit is attached here to as Exhibit A.

0 R I 0! N AL
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May 18, 2016
Page 2

3. Geologic statement concerning the likely presence of hydrocarbons (Idaho Code
47-322(d)(iii):

The proposed well in Section 14 is a wildcat test targeting presumed sands in the Idaho Group.
It is located in the northwestern part of the Western Snake River Plain (WSRP). a late Miocene
aged intra-cratonic nfl basin. The basin is lightly explored, however numerous exploratory tests
and shallow water wells have shows of natural gas.

The target reservoir sections are fluvial and lacustrine sands within the Poison Creek and Chalk
Hills formations of the Idaho Group. These formations are the early sediments deposited in the
WSRP as it began its dovnwarping and faulting. Potential top seal could be provided by
claystones and tuffaceous silts of the overlying Glenn’s Ferry formation. These sediments
represent later, deeper water lacusfrmne facies, deposited as the basin subsidence continued.
Potential source rocks are dark gray carbonaceous shales and coals found in some of the deeper
area wells (Chevron James #1, Champlin Deer Flat #11-19, etc.).

Local well control suggests significant variability of porosity, permeability and sand thickness in
the target section. The Bridge May #1-13 well (1.75 miles ENE) was drilled to 6512’ and
plugged and abandoned as a dry hole. 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 1 8—24%. All of these sands were wet with none tested, and the
well was plugged and abandoned.

2.25 miles west of this prospect, Ore-Ida Foods drilled a geothermal test to 10,024’. The
objective section in this well is dominated by gray claystone and siltstone, with subordinate
amounts of sandstone.

The prospect is targeting an upthrown fault trap defined by seismic data. The top of the
prospective section is expected to be approximately 3400’ TVD. The extent of the pool (if any)
is unknown as this is a true wildcat test.

4. Statement that the proposed drill site is leased (Idaho Code 47-322(d)(iv)):

The planned drill site is on Tract 42 identified on Exhibit A, which tract is leased from Brad and
Angela Barlow.

5. Statement of proposed operations for the spacing unit, including the name and
address for the proposed operator (Idaho Code 47-322-(d(v)’:

Alta Mesa Services, LP C’Alta Mesa”) intends to drill an exploratory well in Section 14,
Township 8 North, Range 5 West, Payette County. At the present time no recent well control
data is available in the immediate area. The well is being drilled to explore for natural gas.

Because of the wildcat nature of the proposed activity, the subsequent operations are unknown at
this time. A gathering pipeline and processing facilities have been constructed in the area and

SROG Ex. A
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could be utilized to produce the proposed well should the well prove to be productive. Should a
productive well be developed, it is anticipated that operations may be similar to the operations
found at the previously drilled and compLeted wells in the LittLe Willow area, such as the 1-3,2-
2, 1-34, and 1-9. There may be limited surface equipment at the well location, with the well
connected via gathering lines to the processing facility at Highway 30 or a similar facility to be
constructed in the future if production from the area supports such development.

Operations will be conducted in compliance with IDAPA 20.07.02. Once the well is drilled,
Alta Mesa will submit well logs and a completion report as required by IDAPA 20.07.02.340 and
.341. Should the well prove productive, 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 Alta Mesa Services. L.P.. 15021 Katy Freeway. Suite 400, Houston. TX
77094, will be the operator of the unit.

6. Proposed joint operating agreement and proposed lease form (Idaho Code S47-
322(dXvi):

A form of proposed joint operating agreement is attached hereto as Exhibit B. A proposed form
of lease is attached hereto as Exhibit C.

7. List of all uncommitted owners in the spacing unit to be integrated under the
application, including names and addresses (Idaho Code 47-322(d)(vii)):

A list of uncommitted owners to be integrated and their last known addresses, keyed by tract
number to the plat attached as Exhibit A, is as follows:

Tract 4:
Edward Eugene Altizer
2267 Killebrew Drive
Payette, ID 83661

Mary Darleen Altizer
2496 SW 2nd Ave.
Ontario, OR 97914

Unknown heirs of Ethel Darleen Altizer
Address unknown
1.64 acres

Tract 86:
Robert and Sue Bixby
2133 Maple Ct
Fruitland, ID 83619
0.47 acres

SROG Ex. A
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Tract 45:
Bruce W. Burrup, Life Tenant
Bruce W. Burrup Trust
2260 NE 161 St
Fruitland, ID 83618
1.52 acres

Tract 72:
Shane W. and Timbra D. Burrup
2142 NE l6 Street
Fruitland, ID 83619
0.67 acres

Tract 56:
F. Warren and Margaret C. Camefix Family Trust U/T/A February 26 1991
Kathryn Camefix-Parkes Trustee
2292 NE 16h11 Street
Fruitland, ID 83619
4.60 acres

Tract 33:
Darrell A. and Deanna M. Can
8148 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres

Tract 36:
Patricia J. Daniels
2247 Killebrew Dr.
Payette, ID 83661
1.81 acres

Tract 30:
Harvey D. Easton
8172 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres

Tract 14:
The Frandonson Family Trust
Frazier C. and Donna D. Peterson, Trustees
2075 Killebrew Drive
Payette, ID 83661
4.43 acres

Tract 3 1:

SROG Ex. A
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John W. Graversen
8164 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres

Tract 50:
David S. and Melissa K. Graves
1703 W. Idaho Ave.
Ontario, OR 97914
1.00 acres

Tract 99:
Eustolia E. Harrison
8028 N. Pennsylvania Ave.
Fruitland, ID 83619
1.35 acres

Tracts 1. 8:
Louis M. and Joann Higby
2403 Killebrew Dr.
Payette, ID 83661
38.78 net acres

Tract 69:
Kevin F. and Michelle L. Husfloen
8020 N. Pennsylvania Ave.
Fruitland, ID 83619
0.87 acre

Tract 73:
Martina Janriillo Revocable Living Trust
Martina Jararnillo, Trustee
2136 NE 16” St.
Fruitland, ID 83619
0.55 acre

Tract 77:
David and Glenda Lockner
2141 Locust Way
Fruitland, ID 83619
0.58 acre

Tract 47:
Roy N. and Debbie Long
203 NE I 6th Ave
Fruitland, ID 83619

SROG Ex. A
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1.44 acres

Tract 8:
Unknown heirs of W.A. Maule
Unknown heirs of Ruth Murphy
Unknown heirs of Fannie Barton
Unknown heirs of N.D. Maule
Unknown heirs of R.D. Maule
Unknown heirs of LeRoy Maule
Address unknown
20.00 acres

Tract 76:
Dana and Lupe McKee
2131 Locust Way
Fruitland, ID 83619
0.43 acre

Tract 60:
Natalie Sue Mio
1604 N. Pennsylvania Ave.
Fruitland, ID 83619
0.55 acre

Tract 57:
James R. and Jan M. Mitchell
101 NE 16111 St.
Fruitland, ID 83619
0.60 acre

Tract 95:
Kim and Joyce E. Nichols
8135 Estates Blvd
Fruitland, ID 83619
3.82 acres

Tract 22:
Kevin and Lisa O’Neil
3705 Elmore Road
Parma, ID 83660
6.05 acres

Tract 71:
Melvin and Tern Person Family Trust
2146 NE l&h St.
Fruitland, ID 83619

SROG Ex. A
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0.65 acre

Tract 28:
Scott R. and Sarah E. Pierce
8188 N. Pennsylvania Ave.
Fruitland, ID 83619
0.57 acre

Tract 81:
Cody and Alicia Gardner
(purchased from Chad and Lisa Roberts)
2144 Locust Way
Fruitland, ID 8369
0.65 acre

Tracts 39.41:
Unknown heirs of Andrew Paul Sapp
260 Nashua Road
North Billerica, MA 01862 (last known address of record title holder)

Unknown heirs of Everett Gustafson
Address unknown

Unknown heirs of Evelyn Gustafson Blom
Address unknown

12.75 acres

Tract 96:
Kenneth Schappert and Katie Fox
8077 Estates Blvd
Fruitland, ID 83619
5.23 acres

Tract 43:
Ronald D. and Kathleen S. Scotto
2234 NE 1&” St.
Fruitland, ID 83619
1.00 acres

Tract 62:
Luke A. and Brynna Smith
2132 Maple Ct.
Fruitland, ID 83619
0.75 acres
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Tract 29:
Russell and Lisa Spotswood
8180 N. Pennsylvania Ave.
Fruitland, ID 83619
0.46 acres

Tract 87:
Vaughn Family Trust
Larry J. and Mary Ann Vaughn, Trustees
4997 Eagle View Ct.
FruitLand, ID 83619
0.65 acres

Tract 85:
Unknown heirs of Jeanette Villeggiante
Address uknovn
0.195 net acres

Tract 98:
Unknown heirs of Carol Uehlin
1840 Uehlin Drive
Payette, ID 83661 (last known address of record title holder)
0.45 acres

Tract 54:
Jesse T. Wetzel
2280 NE 16th St.
Fruitland, ID 83619
0.94 acres

8. Affidavit indicating at least fifty-five percent (55%) of the mineral interest interest
acres in the spacing unit support the integration application by leasing or
participating as working interest ownera (Idaho Code S 47-322(dXviii):

A landman’s affidavit attesting to the fact that more than 55% of the mineral interest acres in the
subject spacing unit have been leased is attached here to as Exhibit D.

9. An affidavit statinu the highest bonus paid to a leased owner in the spacing unit
prior to filing the inteQration application (Idaho Code 547-322(d)(ix)):

The landman’s affidavit attached as Exhibit D 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 (60) days to inform
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uncommitted owners of the applicant’s intention to develop the mineral resources in
the proposed spacing unit and desire to reach an agreement with uncommitted
owners in the proposed spacing 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 by certified U.S. mail sent to an owner’s last known address. If an
owner is unknown or cannot be found. the applicant must publish a legal notice of
its intention to develop and request that the owner contact the applicant in a
newspaper in the county where the proposed spacing unit is located (Idaho Code
47-322(d(x’:

A resume of efforts is attached hereto as Exhibit E. Copies of certified mailing receipts for
owners who could be found are attached hereto as Exhibit F. Affidavits of publication of legal
notice for owliers who could not be found are attached hereto as Exhibit G. Record title for
mineral rights in several tracts remains in the name of persons believed or known to be deceased,
as reflected in Exhibit A and in item 7, above. While AM Idaho has taken protective leases from
potential heirs for some tracts, for each of the record title holders listed in the published notices
reflected in Exhibit G, no probate proceeding or decree could be found establishing ownership in
persons other than the record title holders. Applicant published legal notice of its intent to
develop, directed to the unknown heirs or successors of each of those record title holders.

11. Proposed terms of integration (Idaho Code 47-322(c)ft)-(v):

Applicant requests that the Department set this matter for public hearing and, after same, the
Director issue his Order that Section 14, Township 8 North, Range 5 West, Boise Meridian,
Payette County, be integrated and the currently uncommitted mineral interest owners be
provided with the foLlowing alternatives:

(i) 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.

(ii) 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 (3 00%) of the nonconsenting working interest
owner’s share of the cost of drilling and operating the well under the terms set forth in

SROG Ex. A



May 18, 2016
Page 10

the integration order. Afier 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.

(iii) 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.

(iv) Objector. If an owner objects to any participation or involvement of any kind in the
unit, such owner may elect to be an objector. An objecting 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. Provided however, an objecting owner may
elect to have any funds to which he would otherwise be entitled transferred to the
STEM action center.

(v) 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 acre as the operator originally paid to other owner in the
spacing unit prior to the issuance of the integration order.

The uncommitted mineral owners identified in this Application should be required to elect
within fifteen (15) days after issuance of the Director’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 1/81h (deemed leased option).

Applicant requests that the resulting Order of the Director be made applicable to any unknown
spouse, heir. devisee, personal representative, successor or assign of all parties subject to the
Order.
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Very truly yours,

MARCUS, CHRISTIAN, HARDEE & DAVIES, LLP

Michael Christian

MC:
Attachments
cc: David Pepper, AM Idaho, LLC
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A.A.P.L. FORM 610- 1989

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT

DATED

the Effective Date

OPERATOR AM IDAHO, LLC

CONTRACT AREA VILLOW HAMILTON

I COUNTYOR11AR48Ne1L PAYEflE .S’FATEOF IDAHO

COPYRIGHT 89
— ALL RIGHTS RESERVED

AMERICAN ASSOCIATION OF PETROLEUM

LANDMEN, 4100 FOSSIL CREEK BLVD

FORT WORTH, TEXAS, 76137, APPROVED FORKI

AAPL NO oIO—IOB’3
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A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989

I OI’ERATING AGREEMENT

2 I llttS AGREEMUNT, entered into by and between AM 111.010, I.C.C

3 hereinafter designated and referred to as ‘Operator.’ and the signatony party or panics other than Operator, sometitnea

4 hereinafter referred to individually an ‘Non’Operanor,’ and collectively as ‘Non-Operators

5 WITNESSETII:

WI I ERCAS the patina to ahi, agreement are ossitens of Oil atd Gas Leases and/or Oil and Gas Interest, in the land
7 identified in INhibit ‘A: and the panic, hereto have reached an agrenment to explore and de’.rdop these Leases and br Oil

8 and Gas tnteretas foe the prodtaction ofOil and Gas to hr e,nnnt and an hereinsftre provided,

9 SOW, ThEREFORE, it is sereod as follows

tO ARTICLE I.

DEFINITIONS

2 As used in thin agrnemetta, the following words and terms shalt hneihe mnsninga here ancribed no them

3 A The tent ‘AFt’ shall mean an Authority for Enpendirure prepared by a pany to chit agre’’ . for the purpose of

4 estimating the costs to be incurred in conducting m, operation hermindet
-. capabte of producing

5 B The term ‘Completion or Complete shalt m esnastngle operas, on ,ntended to complete a well I —- a

16 and Gas in rate or more Zones, including, bun non limited no. the setting of production canton, penfn.’ating, well stimulation

I 7 md pnssiactoen test inn crmduptrd is mach operation For Inorizonlal ssetbar,a, I tie arm “Camptelion” thaN alto mean nnnt li-stame
Ii seanonla I rraeaortnn operiltos’.

C Thn aetna ‘Concaci Area’ ahall mean all of the lands. Oil and Gun Leases satlor Oil tad Gas L,teresls intended to be

developed and operated for Oil end Gas purposes under this agteement Such lands, Oil and Gas Loses and Oit and Gas
tntnemts are deacnibnd in Eshihit ‘A -

B The term ‘Deepest’ chat Incas i nin&e operation ahereby a well in drilled to an objective Zone below the deepeot

Zone in which ±q well waq pep.iesialv drilled. or hdw die Deepest Zone pnopaqed in the associated AFF_r4,.h. et lb.
23 For haeassnlal aselhisorn, lie term, “Deepen a hell alto mean ata opceso’saa asl,erehyaaell is drilled to an ol.lecllsc

macsnare d alrpl It nrtaler a Itsia abe Inesatire tI depth in liar Itrrstosl, d rilIrd ascii or praps,ed A I’ F,.
24 les*w I

25 0 The terms ‘Drilling Party’ and ‘Consenting ‘any’ shall mean a pany who agrens to join in and pay its share of the

26 coil ofasy openhioa conducted under nlte proviaioni of Ihi sagteement.

27 F The term ‘Drilling Unit’ shall mean the area fined for the dailliag of one welt by order or nate of any state or federal

21 body having authority If a Drilling Unit is not freed by any sac h erie or order, a Drilling Unit ahall be the drilling unit as

29 entablinhed by the pattern of drilling in the Contract Area unless fin rd by esprean agreement of the Drilling Psntiea.

30 G. The lent ‘Ddllsite’ shall mean the Oil and Gas Lease on Oil and Gas Interest on which a proposed well is to be

31 localed

32 II The term ‘Initial Well” ohall mean the well required lobe drilled by the panics hereto as pmvided in Article Vt. A.

33 I. Tlts term ‘Non-Consent Well’ ahall mean a welt in which lean than all panics have conducted an operation as

34 provided in Article Vt B 2

35 1 The norma ‘Not-Drilling rally’ tad ‘Non-Consenting Party’ shall mean a patty who elects not to participate in a

36 proposed operation

37 K The tens ‘Oil and Gas” shall moan oil, gao, cosinghcad gsa, gas condensate, and/or all other liquid on gaseous

38 h drocarboas and other marketable substances produced atlerewiah. ualoat an inteat to limit the inclusiveness of atti s term is

39 specifically staled.

40 1.. The term ‘Oil and Gas Interests’ or ‘lnteresta’ ahall mean ualeaaed fee tad mineral interests is Oil and Gas in tracla
41 ofland lying within the Contract Area which are owutad by parties to Ihis agreement

42 St The teems ‘Oil erqd Gas Lease, ‘‘Lease’ pnd’Leasehold’ attntl meso the oil and gal teases, oil pnd nan. tale options.
‘pratt stun, aetapale aptlons,,aetamlc pcrpn ta, lee mineral oteresla or oilier macrem, in Ott, gsa and stitier otainteralal prpnded It oweve

43 (Itt ter,tt almal I not ti ci ttdn ott a ad cat Internals as defined abort. I ad as la,,,,., an I atenaatu h, ma

44 covering teach of land lying within lie Contract Area which, are owned by the panten to thin ugreemeal

45 N The term ‘Plug Back’ ahall mean a siogle operation whereby a deepen Zoae it abandoned in order to attempt a

46 Completion in a shallower Zone

47 0 The term ‘Recompleaioa’ or ‘Recomplene’ shall mean an openabon whereby a Completion in one Zone is abandoned

48 in order to aoempt a Completion inc d.fIerent Zonn ssithin thn et:sling wollsore

39 P The term ‘Re’,vmie’ thall mean an opentirm conducted in the welihore of a welt after it is Crattplened to secure.

Sotestone, or improve production in a Zone sshich is currently open no poeduction in the wollborn Such operations include, but

SI ate not limited to, welt stimulation operationa hut exclude a ny routine repair or meNlo ance work or drilling, Sidetracking.

52 Deepening, Completing, Eec apimine, or Plugging Back ofa well

53 Q The aeon ‘Sidetrack’ s hell mean the dcrect,oaal control and intentional deviation of a well fmm verttcal so as no
54 chsnge the hottest hole location unlesa done to straighten the hole on drill around ;unk in the hole to overcome other

55 ntechan:cal dtfficulr en; and far horiasslal 5. eltlsorea, a a operation by ss bkt a later, I as cit It are is drilled sit 51 lIte t,ariuonta
wtItb,re.

56
R The tent “Zoae’ thall mean a toatum of earth containing or thouohn to coatain a coanmos accumulation of Oil and

57 —

Gas sepaaflely producible frmtt any onher common accumulation of Oil and Gsa

Unlms the context oahrmsiao cleanly indicates, word 5 used is’,he sasgular include the plural, the won] peraos’ includes

natural and amficial persona, I’m plural includes the sinotalar. and any gender incladea the msaculiae, feminine, and neater
6

ARTICLE It.

ENIIIHITS

The following exhibits. ta indicated belowaad aatschnd hereto, are incorporated to and made a pan hereof

I n A Eshihit ‘A,’ ahal include die folossing infonnatton
64

65
II) Dnscn pat on of lands sub5eca to thta agreement.

66
12) Restrictions, ifnny. as to depths, formations. on suboaaaces.

67
(3) Panien to agreement with addresses end telephone numbers for notice putyosen,

68
(4) Percentages or fractional interests of panics to this agreement,

69
(5) Oil and Gaa Leanoa and/or Oil and Gas tnlerest, subyect to this ogroemana,

70
(6) Burdens on production

7
,_L,. B Eahibit ‘B,’ F ofL,.... leettorling Ret1ttt’reincnls

I ......s_...., C Eahibit ‘C.’ Accounting Procedure.

I 5 D Eahibit ‘D,’ Insurance.

—a— H. INhibit ‘E,’ Gao Balascing Agreemeat

F Eahibit ‘F.’ Non-Discrimination and Certification ofNon.Scgrngsted Facilities.

SROG Ex. A



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

I C Exlübit ‘O, Pacmec&ii M cinornndi’m or Opcrnling Agreetncnl ‘rid Finnocing SInitmeni.

2 IT 0th-

4 ENDOFVAGFT

TO

84

Is

là

17

TB

19

28

30

31

33

34

35

36

37

38

39

40

48

43

44

45

46

47

48

49

50

51

54

55

56

57

58

59

60

6I

63

64

65

66

67

68

69

70

71

73

74

SROG Ex. A



A.A.Pi. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989

I If any provision of any exhibit, except Exhibit, ‘E,’ and •f’4adcG,’ is inconasisnent with any provision contained in

2 the body of thin agreement, the provisions in the body of his agreement shall prevail

3 ARTIClE ill,

4 INTERESTS OF PARTIES

5 A. Oit and Cat Itateretti:

If any party ownn an Oil and Gas In crest in bc Contract Area, that In ls’rest shall be treated for all purposes of his
a pimnnitalty .rrcntaaaa, . -

7 agreement and dunng the term hereof no tf in were covered by I tanelorni nt oil and Gas Lease •rta:h_d h—np —_ Ech.b,t B,

a and the owner theneoftha3 be demned to ownt both royalty tnterest is such lent and the nnttrest of the rowe theresatrder

9 B. Interest. of Parties in Cot B and Produeiionr

to Ur2ma change-i by ocher proviaiono, ail costa nnd liabilities iecund in operations under this a reemena ahatl be home
and paid, and aD equipment and matesiala acquired in operations on the Contract Arm shot hr owned, by the parties as their

2 interestn are set forth in Exhibtt A’ In the same manner. the panics shalt also owni all production of Ott and Gas from he

3 Contract Ares subject. however, to the payment of royalties nrd other hardest on producton as described hereafter

14 Regarolesa of which party has contributed any Oit and Gas Leant or Ott and Gas tarerest on which royally or other

5 buedena may hr payable nnd except at otherwise evpreaaty provided is thin agreement, each party strait pay or deltver. or

16 cause to be paid or delivered, alt bnardenn on itt thaw of the production from the Contract Area up to. bun not in excess of,

7 I harden, on nrndwnion an net nut in Enhibit “A” and shall indemnify. defend and hold the ocher parties free from any liability therefor

Except an otherwi ne esp resaty provided in thin agreement, if as)- party has contributed hereto any Lease or Interest which ia

19 burdened with any royalty. ovanithng royalty. production payment or other burden on production in excess of the amounts

20 atipula:mt above, ouch party so boidesred shall anoume and alone bear alt such caress thliganieeta and shalt indemnify, defend

It and bold the other parties herto bonniest from any and all claims attributable to tech excess hordes tie-se-c, no iontg at

22 the Oriuing Unit for the productive Zove(s) is identical with she Contra:: Arc, each party shalt p-ny or deliver, or cause to

23 he paid or detisecml, alt burdens on pt’oducnior. fnom she Contract Area due uadev the tennis of the 0.1 end Gas Lease(s)

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

25 tiabitity therefnr
26 No party shall ever be responsible, on a price baais higher titan the price received by such party, to any other party’s

27 tensor or royalty owner, and if tuch other party’s leaaor or royalty owner should demand and receive nettlement os a higher

It price basis, tine party contributing the affected Lease stiall bear ttte additional royalty burden attributable to such higher price.

29 Nothing contained in thin Article Itt B ahati he deemed an oasignmenr or crots-asat’ gnmen 5 of in crests covered hereby.

30 and is she event two or more partien contribute to this agreement jointly owned Lesoes, the parties’ undivided interestu is

31 taid Leoarhotda ohati he deemed aepamse leasehold intereuto for the purposes of this agreement,

32 C’. Snmbaeqt.e.t Ity (‘rested In tercata’.

33 If any pnrty han costribuned hereto a Leone or tntereun that it burdened with an anoigsment of production given as security

34 for the payment of money, oe if, alice the date of this agreement, any party creates an overriding royalty, production

35 payment, net profits interest, assignment of production or other iturtlen payable out of productiou attributable to its w’orkieg

36 intereot hereunder, ouch tnurden ahalt be deemed a ‘Subsequently Created toterest Fnrtlter, if any psrty hnn contributed

37 hereto a Leose or Interest burdened with an overriding royalty, production payment, net prults interestn, or ottser burden

31 payable ous of production created prior to the date of this agreement, and such barden is not stiows on Exhihit ‘A,” ouch

39 burden alto shalt be deemed a Subsequently Created tolerest In the extent ouch burden cnuoea the burdens on ouch party’s

40 Lease or tenerest to exceed tine amount stipulated it Anicte lit B above,

4 t The party whone istereun in burdened wish the Subsequently Created Interest (tue flurdened Party’) ahatt anaume and

42 atone hear, psy and discharge the Subsequently Created Interest aad shall indemnify. defead and hold harmless site other

43 parties from and against any liability therefor Further, if the Burdened Party fails to pay, when due, inn uhare of espeoses

41 cttargeatnte hereunder, alt proviniona nf Anti etc Vtt B shall be enforceable against the Subsequently Created Interest it the

45 same manner an they are enforceable ngainst the working interest of the Burdened Party If the Burdened Itart y is requi red

46 usda thin agreement to aaaign or relisquiah so any other party. or parties, all or a portion of its working intereat and/or nbc

47 production attributable thereto, said other party. nr parties, shalt receive sand ssoignment and/or production feee and clear of

it said Subarqueanly Creaami Interest, and the Burdened Party ahalt indemrify’, defend and hold harmless said other party. or

49 parties, from any and all ctsima and dessa,,da for paymeen asuerned by osvnem of he Subsequently Created tn:eresn

50 ARTICLE IV.

St TITLES

52 A, Title Eatmi aaltan’.

53 Th:s examinslies ahatt be made on the Dritlaite of any proposed well prior no cmnmencennent of drilling operations and.

54 if a majority-in interest of the Drilling Partnes no request or Operator to etecia, title examination shall be made on the entire

55 Drilling Unit, or manimum anntdpaned Drilling Unit, of the welt The opinion wilt include the owntemhip of the working

56 ‘nnneeesn, m’nnerats, royalty, overriding royalty and production payments under the applicable Leases Eactn party contributing

57 Leaaeu nnor Oil and Gas tn:eresu to be inctaded is the Drittolte or DriLieg Unit, if approprinte, what furnish so Operator

58 alt abstracts (including federal mat atanua reportat. nh e opinions, tie papers and nurati’ e manennt in its possession free of

yq charge Alt such informnties non in the poasesaion of or made axailabie to Operator hr the pnr.ies. bus neceanory for the

(0 examir.anion of the title, shalt be chrained by Operator Operator shalt cause tn:te to be examined by artoiteys on its staff or

61 by outride attoineys Copies of .9 title opinions shalt be furnished to ench Britlieg Parts Costs moaned by Operator in

62 prorating ahotraco, fees paid asidde antoine>’, for tiete examination (including preliminary. aapplrmeenat, ahut’in royalty

63 opiniont and division order title opinionsl and other direct charges as pros’idd is Exhibit ‘C’ shaol be home by she Drilling

61 Parties is she proportion sissi the isteress of each Drilling Psrty bears to the total isteresx of sit Dntting Parties as such

65 interests appear in Eshihit ‘A — Operator shalt make so charge for sen’ices rendered hy ins tiaft astomeya or other pcraonnei
66 it the petformance of the above functions,

lot itt acts rtrerlt In - -

67 Cain air, 0 nera tsr shalt I S —‘‘‘r u.,,,b I — .ecun ng cum nyc matter and pool tog ameedm eons or agreements required in

6g I connection with Leaaen or Oil and Gas innerealt connributrd by ssteis—eaelt party Operator otnnll be reoposaible for the prrpuratiuu

69 and recording of pooling designationo or declarations and communitization agreements an welt as the conduct of hearings

70 before governmental agencien for the securing of spacing or pooling orders or any ottner ordera secesoary or appropriate to
71 the conduct of operntiona hereunder Thin shall non present any party from appearing on its own behalf at auctt hearings,

72 C sons incurred by Operator, including fees paid to outnide atnomeyn. which are ssaocianed with hearingu before governmental
73 agescies, and which costa are necensary and proper for the activini cx contemplated under thin agreement, shalt be direct
74 charges to thejoint account and ntsatt not be covered by the ndministrntnve overhead chargeo as provided in Exhibit “C
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I Operator shall make no charge for uerviceu rendered by its staff attorneys or oilier personnel in the performance of the above

2 functions

3 No welt shalt be drilled on the Contract Area until after It) I.e title Is the D.iLinn e. o.:llind Unist—if-eppoeptiMer1ies

4 b—.... an,in,,J t .b..vu p.r.’iJ.d, .nd (‘) the title has been approved b, tb_...,mns .11....,,, .,r till. ‘ - . and accepted by

5 I all-sinhe Operator Drilling Panicu is mobs II.

6 It. Los, or Failure ofTille:

7 I. Failure af Til’e tbnsid any Oil end Oat Tolerant or o:i end Civ Lest b_ le.t thro.vgh fellorsoPlifle,—wlsi.ls—ressalwin—e

8 J,.lie,efiel1f...th..ohO...r.bh;I’A,’the.any...4;tsd’:th.t,filv;Ln5lLs.oLpL.._,. t..ler....i

9

to fail.rn to aoqLre a new tears or other intkmcnt ..ud..g the ..ntiray of th.. litIe-Jeiloare—wltieh asguisili..,. :11 not be rub] eat

It ‘a hri—’— ‘itI.fl., e. f-ti..5 I— “a en, thie .....erl, ..r..nlislsoo, trail eoxtisL: in force au in all rennainiog o:t end Ca,.

2 Le,.o,..e.,dlnt.....te;nnd,

13 In) The ..fl, .. nd:n_d .. :th _...uihating the 0:1 and Cat L....e 0. 0th. nleITetIed—byt1nlitIt4ailssre—4iaeladittgr-4f

14

IS 00...l.......lhe.,th_.p._oiL...,d_.J.p .....r...1..s.,._I....h:..hil..eyhe’. p...i’oasly,.idoi....a,...d.hvtth,,.g

6 otatlh.no..d”itie.iIibi’ilyo..il,p..outolhe’h
..

ni _tesoesa-by. -“n..f..a,.htill.fjlt.re:

I 7 ))) There nI’sll be no rsboeetis’r adjuctonont of npntoan ineurred or r,. ex,._n reo2’. ed fee.., the n,,.. tie, of the

It L...L.L..,ts,hiehh...f.il.d,b..lth_ielantrofthnptrf,.laie,de,.C.hhit’.’:.hallha....ad.,.s,........0.

19 hetio,eonftho li..,oili..J,,l..,..ieJfi..Jl;th,ttitlef.21.....hao......I..sd,o.th..teh.,5L...n.,”lh ,.-‘,,,h,...t....,.,..

20 I..t.,..i:..alt..st..Jbsh.t:tiof,2l.,.,:llIh.....n,,,b.._d....d;tL.nuei ‘‘._h,th.a..,ou.,tefthnL.....,,.InL..jflt,,J;

21 (.) If the r,ttpehitrlt i,.t..,J of ho ash., ,.eni.. h__tn in eq prndaeie4 vaIl prarlettly drilled ot the Cottons

22 A.... i, i..ereaoai by reauen ef the title failure, he pony stho bees th. &ln i...jer.,d i.. -. ..‘ia,, ‘4th tga’x .11 ,.n.ifuinble

23 to di. Lraa., or Lt..est sA..h h.. f.iLd Jrfl r ye the .. . .“, ..ttbat.Ne to the increase in web inlereol (I_to 00010 and

24

25 ett.b i_hi to k rj1 C.. “. WI...

26 (d) Shruld any fernon tel a pan 0 the agroern,,ot. ho is detrmi..J Cob th nt.fe..y L_.n L,terest

27 ‘xhoh has fJkd. , ...y ....n.... ...y .0 .f th 1 S o. . lit,, ‘,. ,le,nnmn, or rquiprnent, rueb ‘mount ahell be pod

28 te4hee4y-e.peniae.wleebece4I,e ...1.. Itoh era no refunded;

29 (e)An,li..bII,toa........tloep._,.o 1e.’.rlytoIhia.e_ tfa,p.i ..d.a,...S03asdC...h_h......

30 hy...._’..oftitlafaila.,ohJlb_b....et,..Jl;by...hpan3CeJ_do0....L....._.ta m.._l.nsi’”ho...’.J

31 y.odtetion for v,hinh tt.h aesana..li..g in esguie.,d h” 0. th w’nt er_c” 0,.4urti ,...i._d. ._.d otth ..t.k pasty thou

32 n ....il;i..d,..,.ify,deL.4.dhrldhe.,.ieonJl..Ih..erti..h...t..f....n,.uehliabilit5ioageexoen;

33 (Q No oharbe nhall be ninde to the j.iet aoeno..’ tsr l_gt r’tTh C.,. tIe.:... in ..,.n.ed... ,;th the daLe. .f

34 the Leo,.. e. Int..sl .lei....d te-4see4ail.d, but if the perty ..,.LhJtte Loh L,,.... ,,. Lt,..,lt h.eto .leet, t.. defend ha ClUe

35 it thai b... oil ..p.n..... :.. ........ot:.. th :ih, ..d

36 Id)1T ..js..Myital’ dito.ChibitA’t..tL...oe,.trn,,.,.,.n,,hiio..timtodjJ,’..,,, hir.f
37 interest in the ‘ ellbore of ety “all er villa and di. prod.oetint th.,.efrnm. tush thy’, b,_,.o. ef i..’oreat i,, the ...,.ei.,d...

38 el th. Connel Ar,,. .helt b. e..,id.,,,d e reilur. of Tite-.es4s-.eeehnm.iai-nwsel—Ares..teMe..thse—.b.eon—.c4meceee

39 iereflee4edee’&ehil%t”°#’

40 Ir,I’,’2’r,,Pr,m .,lr, nr,, Pn’, fA,..’s..tra’. If.th.oagh,..itlaiva i5hi,en5 .,,,.tal,nh,thx dl

41 ey i..ims.,.I .o,tlty 0,,.,, nIty ..,.,.,,n, ., ..th.. 0.m_tI t...L, t, ...e:eL:, all o. r in. nf —. 03 .1 Cat

42 L.& o. i,.ler..ti, not p_id a. i. ...on....tly p i”, -t” a. a ..,ult L..v. e, 1.1_em leonqiteles, there thai be no monetary

43 hebede , ,b..i...t lie pony” Ito foiled to mafe ruth peyment. Usleto the par she failJ lo—mehe—4h—’ecqeieed—-peynwna

34 occur.,,. e to. L..s. a. I.,i.,,,,j oo.mi..g the ,.a...e it.. I ‘‘:lhi i...ly (°0) do,, f...,, lbs ,Cnos.ws of he failuro to met,

45 e”r’ p..’ t. .,h:ete-.e4oit;,.. .:t.t b. o..b.,ot to ,‘.hi.l. 1110, lb. ..t,.mls of th. eni., .j1.stj ...

46 .FJlb ..i d”.,a,.e..,..ah.,i,,off.cni’,..ueftit.d.ieefn..,Jratia.,aftheL,,_o.,. l,.t.,...lin.J..d. ‘‘h r”i’

47 vhofalloutomaLprnr.rp.ym.,nts.inolonseeb.eejiLdv.4lh in’ theC._,l...tA.o..,,.a...wotiafanenbip

48 of the L_.ae e L.l...et—wtsiali..Ieeo.aqminoled. If the pony ‘ho failed Is mtlie the eegair_d pa, e oh 9 .01 h’v h . f*Ity

49 raimbamed. nI the tim. of th. loss, trots tb. pm&..d. of he ..tle ‘f Oil .d C.., ,lr,buLblo to tho lax Laaae or [nimbi,

50 oel.,jl..t.d an .‘,.,.o b_al... C. the 3.. al,,,..,,.t e..d ,..,t:.. ..1n ,,.. . ..J, r..d a .....e .1 st_h L.,,,e ,. lnt,,...t,

SI i’’I’llkn.’mb..”fet. a’ deeeueIe..,Isp..,oaoly,_.iibyiel)oengtfa.iL.h...,,,ftb’ .‘t,,”.,,h’N

52 .._o.lt d.:Il.,d,. .‘.JI.previetdyabeedexed)frstnom..ehefth.,foIle.’,4ng..it...,o_no.ytne[f..t,...,bu.,,ori:

53 —4e3.PeeonadtefOiI.eed.Geo.predeeeal—p%on.ee.4.rminetios of the Lraae or bred, lear operating .,.p,.si.. e..d I,....e

54 burdent eha.5eebls h,..nandar em the grass ‘the failed is male pa,,m...l ‘coo,’, v.4 Is the ...dit .1 eke lou Lo._.e

55 L,t...J,e.ea..,_5eb.aia.upt,thoam..,ant.fu,....,.’,.J.,,t;

56 (h)P.,.....,d .f:i ‘Ca.,l e,,.,.ti.g

57 It .,e”.ty..i..,t,t5, l..ths.....Jnt.fun..,...,’..J....Atemib..Lbl.l,thmf,,h’ .1 .“C..,th.....fl.. r,.dtv._d...4
50 mackU essloding ,,eodaslio.. fm.. a,., “ lIt tb_sn.. dHlI.dI ‘‘Nnt, i.. the eho of .jio l..,...s .. L.eerest teomiection,

59 weeN—’be”ernihsotehle It the lest L..nt ,. L.l_esa ... to .ornge baum sod ,h:eh --- .,.sult of o.k e ..sa a. L.L,..t

60 I

61 is,,,o,,orti,,,.t,th1,,.,,.ci...i_,sjn..fl.ci.d..,.E.h:bi’A,.,d,

62 (ci “ny mmi — 5r to di. amount el o’,.gw 3 s_tn, tli,t n.y be di b5 as, c”tm ,&.:.... di e’,.

63 .ftho L...,,e Jr inierant lost, for ho rd’. ile0e ofpenieieiio, is ih_ Contract Area or b.oomi.,g ry to thin .g

64 3. Othet—AtI I essex All I olsen of Leases or macresin committed to this ngreemenl, other haul tho. net forth it .‘.nisU,.

65 IV 0. t - — d t’.’.O.2 abc ‘c, shall be joinl lottet and ohall be borne by all panics in proponion to their interests shown on

66 Exhibit “A.’ This shall include but not be limited to the Ions of any Lease or letereun through failure to develop or hecaune

67 expretl or implied covenants have not bees perfonaed (other than perfomnancewttich requires only the payment of mosey),

6t and the lost of any Leane by enpiration at the end of inn primary tent if it is not renewed or extended. TI crc s hail be no

69 resdjonnment ofintereuta is the remaining ponius ofthe Costracs Area on accost I of any joint loot.

70 1. Cud,.’ Till - L.1h.,’.,..lof..FoHU_.fTinl.u.,d., ,‘,niels lUSt. armless ef title usd.,e ‘slid. P/fl’.

71 Lasso ,r tot, art ae,.2..,d hy .,., c.hj h...lo (oth. then th. e.arny ssho,n itt., .1 h,,a f,il.4 .. vs l...t) dy,:..5 tha n..et
72 (5s)’ey.nip...lLJbyAniJaP,.fli.aad,’.nLLP;fl.2.ab dn5.ll.. ,.,ii’.,sftheinn...nnth.Iha.f.iL.d

73

74 o’t.II el trrl, is Aaah ,..,uiaiiimn.
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ARTICLE V.

2 OrERATOR

3 A. Designatisa and Reapansibililies or Operalort

4 I AM IAAIIO. ‘IC shall he the Operator of the Contract Area, and ‘hull conduct

5 and direct aad have full control of all operation’ on the Contract Area as pennitted and required by, and within the limits of

this agreement In its pednnnance of setwtcea hereunder for the Non-Operatora, Operator thou he an independent contractor

7 not tabjecs to the control or direction or the Noo’Opcratots escept as so the type of operation to be undenaker in acrordance

with the ejection procedures coctaited in thin agreement Operator shot: not be detstsed, or hold itself cut as, the agent of the

9 Non’Opemtsea with rathonty to bind them to any thltgation or liability situated or intoned by Operator as to any thir.!

to party operator shall conduct itt activities under thin agreerant as a reasonable pradent operator. in a good and ssorkmanlike

It manner, with due diligence and &spatds. in accordance with good soifleld practice, and in complianc: with applicabe I

2 regulation, but in no event shalt it have any liability an Operator to the other panics for looser sustained or ltnhilities moaned

I) escept such tn may result from gross negligence or xvi’ lot mi scondus

14 I B. Rntgt.tisa sr Rrinsval ofopeniar and Selection af Snccrtasn

IS I Resitotation or Removal of Operator; Operator may resi ga at any time by givin gwdtten notice thereof to Non.Opemtors

‘6 If Operator t. mates its legal enittence, no longer on.nn an tntmnt hereunder in the Contract Area. or is no longer capable of

I 7 nen’trg an Operator, Operator shall be deemed to have reaigred without any actioa by Non-Operators. encept the selection of a

It tuccmtoc Operator may be removed only for good cause by the affirma tise vote of Non-Operators owntng a majority interest

lv based on ownership an nhowtt on Exhibit •A’ remaining after eacluding the voting interest of Operator. such vote that, not be

20 deemed effective until a written notice han been delixered to the Operator by a Non-Operator derailing the alleged default and

2t Operator has failed to flare the default within thiny (301 4ay from ia pt of the rçr:ice if the 4efvalt concerns an
-

(ea.twe’.-indosatve o aturagaya tad Sstn ys and I ., federal Italadava
22 operatton then betng conducted. xs,thta fwxy’cgtt’. (dnt boo 1 0, ta recespa on the nottca For proposes hereal, goosl cauSe’ sIn

23 mean ron only gross oegtrgence or wilful mtscondact but also the material broth of or inabil;ry no meet the ntar.dards of

24 operation contained in Article V A or material failure or i nabil try to perform its obt tgatt ons under tIns agreement

25 Subject to Anicte VII 0 I., such resignation or removal shall not become effective until 700 o’clock AM on tire Orat

Oh day of ihe calendar month following the expiration of ninety (90) days after the giving of notice of retignation by Operator

27 or action by the Non-Operatort to remove Operator. unlessa successor Operator hat been selected and tunumet the duties of

Os Operator at an earlier date- Operator, after effective date of resignation or removal, shalt he bound by the terms hereof as

29 Nun-Operator A change of a cotporate name or structure of Operator or transfer of Operator’a interest to any oingtr

30 cubnidiaty, parent or nuccettor corporation shalt not he the baum for removal of Opetator

31 2- Selection of Successor Operator; Upon the resignatton or removal of Operator under any provision of thin agreement, a

32 successor Operator shalt be selected by she panics The oucceanor Operator ohatt be oetrcted from the panics owning nn

33 interest in hr Contract Area as the time such aucceunor Operator is Se leered Tb e successor Operator shalt be selected hy the

34 affirmative vote of two (2) or more pnniea 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 reaigned faila to vote or votes only to

36 succeed itself, ttte successor Operator shalt be selected by the affirmative vote of the pany or panics owning a majority

37 interent based on owaemhip an shown on Exhibit ‘A’ remaining after excluding the voting interest of the Operator titat was

3t removed or resigned - Ttte former Operator shat I promptly deliver to the soccetsor Operator all records and data relating to

39 the operations conducted by the former Operator to the extent such occordn and data a cc not already in tite possession of thr

30 aucceouor operator Any cost of obtainiog or copying the former Operator’s records and data shalt be charged to ttte joint

41 account.

42 J Effect of ttamknirtrv If Operator becomes insolvent, bankrupt or is ptaced in receivership, it shalt he deemed to have

43 resigned without any actiot by Noe’Operatora, except the selection of a nuccensor If a petition for relief under the federal

31 bankruptcy laws it med by or against Operator, and the removat of Operator is prevented by the federal bankruptcy coxtil, all

Is Non-Operatora and Operator shalt comprise an interim operating committee to serve until Operator ban elected to reject or

4 sassum e tttia agreement pursuant to the Dankmptcy Conic, and an election to reject hit agreement by Operator as a debtor in

47 poateanion, or by a truttee in bankruptcy, shall be deemed a resignation as Operator without any action by Not.Operatora,

35 except the selection rf a successor Daring hr period of time the operating committee controls operations, .t arttons uha3

the approval of rwn (21 or mere maim owning a majority interest based on ownership as thown on Eshibit ‘A - It

50 the even’, them are only Iwo to) parties to ttzn agreement, during the period of time the operating committee comiroip

St operations, a third party acceptable to Operator, Non.Otsemtor and the federal bankruptcy coon shall be selected as a

52 member of the operating committee, and all admit aha3 requite the approval of two 12) members of the operating

3:ommineessi’.houtregard for their interest in the Contract Area based on Exhibit ‘A -

54 C. Employees and Caninctnra:

55 The number of employees or contrac ton used by Operator in conductIng operations hereunder, th etr selection, and the

56 hours of tsbor and the compensation for services perfonned shalt be determined by Operstor, and all toch employees or

57 contractors shalt be the employees or contmctma ofOperator

58 D. Ritaaa and lauties orOpentsn

59 I Cm’nr e’i’ve Rates w’d Use of Affitistra Alt v-ella drilled on the Contract Ares shalt he drilled on a compctttivc
- tar 1smparabte rquapnent •nd pçraonnet , , -

64 contract bass en the usual rates pmvat.tng to the area’ If tt so deutres. Operator ma> employ Is ow-at toots end equtpment tt

Ut the drilling of welts, hut its chaises therefur shall not eareed the preva’.ting rates in the ares and the rate of soda charges

62 ahat be agreed upon by the parira in writing before daitting operastonn are commenced, and ouch work shalt be perfonned by

63 Operator ceder the some teoutsa and coodinierts as arc customary as.! usual in the area in contacts of indepesdent contractors

64 who ase doing work of a simtt an astute All weak performed or materials supplied by affiliates os relaxed panics of Operator

65 shalt be ped’onsed or supplied at competitive rates. pursuatt to written agterment, and is accordttrr , alt custom, and

66 ntandards prevailing in the industty

67 2 Oischarge_gLloitt .ccotIsl Oblirqliovs, Except as herein othenvi ne specifically provided, Operator shalt promptly pay

65 and ditcharge expenses incued is ttte development and oprrntiox of the Contract Area pursuant to this agreement and shalt

69 charge each of she paniea hereto with their reopective proponioaatr shares upon ks expense basis provided in Exhibit “C

70 Operator ahatt keep an accurate re cord of the joint account hereunder, showing expes set incurred end charges and credits

7t made and received

72 3 Prolecabon front Liens Operator shalt pay, or cause to be paid, an and when they become due std payahle, all accounts

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

71 roapect of the Contract Area or any operations fur the joint account Iheteof, and nltatt keep the Contract Ares free from

-4.
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liens and encumbrances resulting therefrom escrpt fur hose reuultin g from a bonn fl de dispute as to uewicra rendered or

2 material, supplied.

3 4 Cugodv of Funds Operator shall hold for the account of the Nonoperaturt any funds of the Non-Operators advanced

4 or paid to the Operator, either for the conduct of operuniona hereunder or as a resu It of the sale of production from the

5 C ontrac Arcs, and uuch funds shall remain the fonda of the Non-Operators on whoue account they are advanced or paid until

6 sated for their intended purpote or otherwise delivered to the Non-Opcratoru or applied toward ehe payment of debts an

7 pnovided in Article VII II Nerhinu :r this paragraph shall be construed to esaabtish a fiduciary reladonship beusveert Opetatur

B and Noot-Operatme fe. any p-orpouc other than to account for Non-Operator funds an hesda spedflca3v provided Nothing in

9 thin paragraph shalt roate the maintesance by Operator of nepanate accounin for the funds of Nan-Operators tnlenn the

ID pansies othensine apeeificstly tgree.

II 5 Accent no Contract Area sad Recrrdn Operator shall, en:ept as oohmvsise pro’ided herein, permit each Noe-Oprralor

12 or to daly au:hodeed representative, at the Non-Operators sote rink and cost full and free access at all reasonable times to

I) alt operations of every kind sod character being conducted for the joint aceouna on the Contract Area and to the records of

ons conducted thereon or production therefrom. ioctuding Operator’s books and records relating thereto Such access

IS ngh Cs shall e ot be eeercited in a manner inleri’ering with Operator’s conduct of an operttioo hereunder and shall 001 obligate

to Operator to fomish any geologic or geophysical data of an intwprcctve nature unlesa the cost of preparation of such
17 interpretive data was charged to the joint account Operator will furnish to each Non-Operator upon requent copies of any

It Lid alt reports and infonnason obtained by Operator in conr.ectron with production and related i:omn. acludiog. without

9 limitaaisss, meter and chan reports, proshaction patrehsna atatemeras. run tickets Lid monthly pope repent. bus excluding

20 purchase contexts end pricing iefacnsa:ion to the eitmt rot applicable to the production of the Nun-Operator aeekirg the

2 t information Any audit of Opmaton½ records rdatieg to amoums etpertded atd the appropns:nesn of mach expenditures

22 uhat he cra,thioed in accorda.,ot with the audit protocoi speciflad in Eshibit C

23 6 Fitino md Funetinhina Oovrrntte’tstnl Iinwnls Oprrator wilt ftte, and upon written request promptly furnistt copies no

24 each requesting Non-Operator not in default of its payment obligations, alt operationat rod ces, repont or applications

25 reqatred to be flied by local, State. Federal or tndian agencies or suthoritiee haviag jurisdiction over operations Itereunder

26 Each Non-Operator shall provide to Operator on a limely basis all itfurnsati on necessary to Operator to make such films.
27 7 boitlino and Tettina Otserationa: The following provisions shalt sppty to etch well drilled hereunder, including but not

21 limited to the Initial Well

29 (a) Operator will promptly advise Non-Operators of the date on which the well it opudded. or the date on which

30 dnitling operations are commenced-

31 (h) Operator will send to Non-Operators such reports, test results and notices regarding tlte progrest of operations on tie well

32 an the Non-Operators ahall reasonabi yrequese, including, but not limited Itt, daity drilling reports, completion reports, and well toga

33 (e) Operator shall ndequttely tett all Zotea encounleeed which ma yreusona bly be expected to he capable of producing

34 Oil tnd Gas in plying quanlili en at a result of esaminant’on of the electric log or any other logs or cores or tents con dueled

35 hereunder

36 a Cost Entimotca, Upon requen I of any Consenting Pany, Operator shall furnish ealimaleu of cunena and cumotntive costa
37 incurred for the joint account at reasonable inlewalt during the conduct of any operation purauanl to this agreement.

3t Operatorsltall not beheld liable for errors in such eatimatet so long as the estimaten are made in gttod faith.

39 9 Insurance At all titnen while operations are conducted hereunder, Operator nhall comply with Ihe workers
40 compensnlion law of the atale where the operations are being conducted, provided, however, that Operator may be n self-

4 I i naurer for liability under said compensation laws in which evene the only charge that shall he made to the joint account shall
42 be as provided in Exhibit ‘C’ Operalor shall alao carry or pmvide i asurar cc for tie Itenefit of Ihe joint account of the panics

43 as outlined ia Eshibil ‘D’ attached hereto and made a pan hereof Operator shall require all contractort engaged in work on
44 or for the C onnract Area to comply with the workera compensation law’ of Ike state where tite ttpernti ons are being conducted

15 and to maintain such oah coinsurance as Operator may reqaire

46 In the event automobile liability insurance in sped fled is said Eshihit ‘0,’ or subsequently reed yes the approval of tile

47 parties. ro direst charge ahall be made by Operator for premiums paid for such inuurance for Operator’s automolise

4n equtpmecst.
49 ARTICI.E VI.

50 DRILLING ANI0 DEVELOPMENT

SI A. Initial Writ:

52 Oe.w4atL,uth. ‘sef

___________________________

Op. t .ahJlra...mas2.thaddllinguflt’.t,,ftl

53 4l.41tsdos¾ax—oc.tiss— No Initiqt “cli shall be prsssacd pttnflsl to that cprtai. Participatinn Arctmcnt dated effective
- Jan,. ry I, 2sa2, between AM lalabo. L.5,C and Hndge csvernn hr .ttsw and Ha—slims Area.

53

56

57

59

— _,th__f5—a,,’.’, ‘ft
Ut

67

04

65

66

a Thu t:fl:ss .1 Ika InCJ Wall sad tb
,, rli1r_ti °—

,,,,

n,,rhsn —‘ ,, In tennis —_ ,,,.,,,,, rater
69

70
55 .Stt lasrqtmrnt Operations:

7t
I. Premmed Ooendorss- If any party hereto thould destrr to drill any well on the Contract Area onha titan the Initial Well, or

if any party should denim to Rework, Sidetrack, Deepen, Recitmplrtc or Plug Itack a dry hole or a well no longer capable of
producing in paying quantities in which such party hat 001 otherwise relinquished its intereut it Ihe proposed objective Zone under
this agreement, the party denideg to drill, Rework, Sidetrack, Deeprn, Recomplete or ‘lug Duck such a well shall give written
notice of the proposed operalion to the parties who have non othensdse relinquished their interest in sue h objective Zone
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I under this agreement and to all other panics in the case of a proposal for Sidetracking or Deepening, specifying the work to be

2 perfoneed, the location, proposed depttt, objective Zone and the estimated coat of the operation. The panics to whom such a

3 notice it delivered shall have thirty (30) days after receipt of the notice within wtiictt no 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

S Rework, Sidetrack, Recomplete, ‘lug Back or Deepen ma h given by telephone and the response period shalt be limited to forty’

6 eight (48) tours, e,s&.,wiw i nel’sttve of Saturday, Sunda1iIIttotidays Failure ofa party no whom such notice in delivered to reply

7 winhin the period above fixed shall conasitute an election by that party non to participate in the cost of the proposed operation.

8 A.,r.on.,_,thjas,.,rtjtoa__d_rttnnr_rna:.,,,...,.,rtienZ.ossithtt._op__,,tinninititity ,,...u.Jahtllbtda1i....d—to--sN--pertie

9

to If all parties to whom such notice it delivered elect to participate in such a proposed operation, the parties ahstl he

II contracts alt y committed to participate therein provided uuch operations arc commenced within the time period heresfter set

02 forttt, and Operntor shall, no Inter than ninety (90) days after espiration of the notice period of thirty (30) days (or at

13 promptly an practicable after the expiration of the forty-eight (40) 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 diligetce at the risk and espense of

15 the partieo participstieg therein, provided, however, onid commencement date may be extended upon written notice of name

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

t 7 additional tine is reanon nbty necessary to obtain permits from governmental authorities, surface rights (including rights-of

I way) or appropriate drilling equipment, or to complete title examination or curalt’ve matter ruired for title approval or

9 acceptance. If the actual operation hat not been commenced within the time provided (including any estensios thereof as

20 apecifically permitted herein or in the force majeure provisions of Article Xl) and if any party ttereto stilt desire, to condsct

21 said operation. ‘written eott’ce propouing same must be resuhmioed to the other psrtiea in accordance herewith as if no prior

22 proposal hsd been made. Those parties that did out participate in the drilling of a well for which a proposal to Deepen or

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

24 reimburse the Drittieg Parties in aecor dance with Article VI B 4. in the event of a Deepening operation and is accordance

25 with Article Vt.B 5 in the event ofa Sidetracking operation.

26 2. Operations ha Less Than Alt Parties

27 (a) Determination of Panicieaatitm If any party to whom such notice is detivered so provided in Article Vt B I or

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

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

30 later than ninety (90) days after the expiration of the notice period of thirty (30) days (or an 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 he) actually commence the

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

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

34 the Consenting Parties thalt either (i) request Operator to perform the work required by suctt proposed operation for the

35 account of the Consenting Pnrties, or (ii) detignate one of the Consenting t’arties an Operator to perfons such work The

36 rigltts and duties granted to and imposed upon the Operator under tttis agreement nrc granted to and imposed upon the party

37 deaignated so Operator for an operation in which ehe original Operator is a Non-Contenting Party Conaenting t’artien. when

30 conducting operations on ttte Consract Area purnuant to this Article VIII .2 - shalt comply obltt all terms and conditions of ttns

39 agreement.

40 if lets than sll parties approve any propoaed operation, the propoting party, immediately after the espiration of the

41 applicable notice period, ahatt advise 5tt Parties of the total interest of the parties approving ouch operation and its

42 recommendation as to whether the Conaenting Parties should proceed wittt the operation as proposed. Each Consenting ‘any,
(IS. Frdertl

43 wtttoin fony-etgttt (40) hours (.sel.oswe noel stolve of Snnorday, Sunday, and / l.s4-ltottdnys) after delivery of such noetce, ahall advtse the

44 proposing party of its desire to (i) limit participation to euch party’s interest as shown on Exhibit ‘A’ or (ii) catTy only its

45 proportionate part (determined by dividing ouch party’a interest io the Contract Area by the interenta 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-Contenting Parties’

48 interests that any Consenting Party did not elect so take. An y interest of Non-Consenting Partica that is not carded by a

49 Consenting Party shall be deemed no be carried hy the party proposing the operation if such party does not withdmw its

SO proposal. Faiture to advise she proposing party wilhin the time required shalt he deemed an election under (i) Is the event
nrrIIt alt

51 dollong ng son locattos, aottce may be gtven by tetepttone, matl, faesiittiie/ apd ttte time permitted for auch a response stratI not exceed a

52 total of forty-cigttt (48) hours (es4.a.ie inclusive of Satuntay, Sunday anti )estiiotidays). The proposing party, at its election, may

53 withdraw ouch proposal if there in lets than 00% participation and shalt notify all parties of suds decision within ten (tO)

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

55 If 100% osbscription to ttte proposed operation is obtained, the proposing party sltatl promptly notify the Consenting Partira

56 of atteir proportionate interests in the operation and the party serving as Operator shall commence tuch operation within ttte

57 period provided in Article VI B I - subject lathe same extension right as provided ttterein

Sn (h) Reiiertniahmetst of trtermn foe Non-Partidoation The entire cott and risk of conducting such operations shalt be

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

60 paragraph. Conaenning Parties ahall keep the leasehold estates involved in ouch opendont free and clear of all tient and

61 encumbrances of every kind created by or nriaing from the operations of ntse Consenting t’artiea If such as operation results

62 I in a dry hole, then subject to ,‘,rt:_l,,. ‘,‘I.D.c and Vl,E 3 - the Consenting l’arties shall plug and abandon the wett and restore

63 the surface location an ttteir sole cost, risk and espense provided, however, that those Non-Consenting Partiea that

64 participated in the drilling. Deepening or Sidetracking of the well shall remain liable for, and shalt pay, their proportionate

65 shares of the cost of plugging and abandoniog the wett and restoring the surface location macfar only as those costs were not

66 increased by the tub sequent operations of the Consenting l°arties. If any wetl drilled, Reworked, Sidetracked, Deepened,

67 Recompteted or Plugged Back under tie provisions of this Article reaullo in a well capable of producing Oil andlor Gas in

68 paying qasntitiea, the Consenting Parties shall Complete and equip the well so produce at their sole cost and risk, and she

69 well shall ttten be nursed over to Operator (if ttte Operator did not conducl the operation) and ahall be operated by it at she

70 expense and for the account of the Consenting Partiet. Upon commencement of operationn for the drilling, Reworking,

71 Sidetracking. Recomptcting, Deepening or Plugging Back of any such weit by Consenting Parties in accordance with the

72 provinions of this Article, each Non-Consenting Party shalt be deemed to Is ave retinqoistied to Conaenting Partiea, and the

73 Consenting Panics shsll own and be entitled to receive, in pmportioa to their respective internota. alt of such Non-

74 Consenting l’arty’s interest in the well and share of production ntsercfrom or, in the ease of a Reworking, Sidetracking,

-6-
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I Deepening, Recompletieg or Plugging Back) or a Completion pursuant to Article Vt.C I. Option No. 2, all of such Non-

2 Consenting Pnrty’s interent in the production obtained from she operation in wtticit the Non-Consenting Party did not elect

3 to pani ci pane Suds relinquishment shall be effective until the proceeds of the sale of ascii share, calculated at the well) or

4 market value thereof if such nhsre it non osld (after deducting applicahle ad valorem, production, severance, and excise flea,

5 royalty. overtidiog royatty and other intereats not excepted by Article Ill C. payable out of or measured by the production

6 from ouch welt accouing with respect to ouch interest until it reverts)) sttall equal the blat ofttte following

7 I (i) 200,0 of each nuch Nun-Consenting Party’s thare of the cons of any newly acquired aurface equipment

beyond the wellhead connections (including bun not limited to stock tanks, neparaloro, nreatern, pumpirg equipment and

9 piping), plus 00°/n of each nuch Non-Consenting Party’s share of the coon of operation of she well commencing with first

to production and continuing until each uach Non-Consenting Party’s relinquished in terest shall revert no it under other

It provisions of this Article, in being agreed than each Non-Consenting Party’s share of ouch coons and equipment will he that

2 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 500,0 % of (a) that portion of the costs and expenses of drilling, Reworking, Sidetracking. Deepening,

5 Plugging Back, testing, Completing, and Recompleting, after deducting any canh contributions received under Article VIII C,

16 and of (b) that portion of nhe cost of newly acqnired equipment in the well (no and including the weltitcad connections),

I 7 which would have been chargeable no nuch Non-Connenting Party ifit had participated therein.

..srt..Insn_..stxg ._Jt55.5 .0 It,. c.....Ira.y In tIlt, AU,,,,,, - n.. , It tee vs.,,t us,. ,,o tat p,.,,., u,,),,,,s’..,,,.,o

d__..;hjLthan..ti...,.,4sdtho ‘.llf., uth..tk.ntho.....sst...in,...f...nits...p..rt._ll,m,_nenhl..

.th..,,.,,,,J:i:._:,.th.Lt,..,,,.d_,,5furth n_m.,m:.kt..,0t,mat...shsll5’ ..ni nh_fin_nh

Hc,,Cn,,.mli..,. tsp3 hn n, -tI_i f. ,n Jt_..-onix_ ,.r,r_..l u—i... anise VI.D.t. nn dill the ‘“elI In a

clmfia .‘.,.r Zonc thea the dccpcet thjeeti’. c Zone proyo,cd in the nedee ondee vAnioh the “elI ‘ .nn driLd, sad ,,,.h sush N,...

Cc.._nni..g P.eny—sholl—-haw--Ohe—-opnien—4o-pm%oipel i.. i..itiJ ,,°p ram,l_nin,, of ‘h ‘.. It hi ,s3isg itt nhsrr of the

i.. lb. rt.nt rn .9.1 65.. p.s,,.t.d f.. ..jh “it, U..

ofthia Artiule \‘t.tS 2. Its) thsll •fplj Ia ,suh fan,’a interean.

(c) Rewottina, Recmnnleuina so’ Plaaaine Back, An election non to panicipane in the drilling. Sidetracking or

Deepening of a well alsall be deemed as election not to participate in any Reworking or Plugging flack operation proposed is

sucln n well, or portion thereof, to whictt the initial n onconsent eleclion applied that is conducted nI nny time prior no full

recovery by the Ctsnnenting Parties of the Nun-Consenting Party’a recoupment amount. Similarly, an election not to

participate ia the Completing or Recompleting of a well thnll be deemed an elecbn’os sot to participane ia any Reworking

operation proposed in auch a well, or portion thereof, to whicit he initial non-consent election applied than is conducted an

any aime prior to full recovery by the Consenting Parties of the NonCoasenting ‘arty’s recontpment amount. Any sacit

Reworking. Recompleting or Plaggieg flack operation conducted during lie recoupment period shall be deemed pan of the

cost of operation of said well and ahere shalt be added to the nums to be recouped by the Consenting Panics 500.0 of

that portion of tIne costa of the Reworking, Recompleting or Plugging flack operation which would have been chargeable to

nuch Non-Consenting Party had it participated therein. If tuch 5 Reworking, Recompletiag or Plugging Back operation it

proposed during such recoupment period, the provisions of this Article Vt B shall be applicable as between said Consenting

toartiea in naid well

(d) Recmtpmert MaOers Daring the period of lime Consenting Panics are entitled to receive NoeConsenting Party’s

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

producni on, severance, excise, gathering and other taxes, and all royalny, oveni ding royally and other hardens applicable to

Non-Consenting Party’s share ofprodaction not excepted by Article tll.C

In the case of any Reworking. Sidetrackt’ng. I°lugging flack, Recompleting or B cepening operation, the Consenting

Partien shall be permitled to use, free of cost, all caaing. tubing and other equIpment in he well, hut the onership of all

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

Recompletiag or Deepening, the Concealing Iartien shall account for all such equipment lo the owners thereof, with each

party receiving ito proportionane part in kind or in value, lena coan of snlvnge

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

for she Consenting Purties altall furnish each Non.Conseatieg Party winh an inventory of the equipment in and connected to

the wett, and an itemized atutement or the cost of drilling, Sidetracking. Deepening. Plugging Buck, testing, Completing,

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

of ouch costs of operation, may submil a detailed statement or monthly bitlingo, Cant month titereufter, during the time the

Consesling Parties are being reimburaed as provided above, the puny conducting the operations for the Consenting Parties

shalt furnish ttte Non’Connenting Purties with an ilemieed atsnrment of all costa and tiabilitico incuened in he operation of

the well, together with a statement of the quantity of Oil sad Gun produced from it and the umounl of proceeds realized from

the tale of the well’s working interest production during the preceding month. In detertnining the quunsily of Oil and Gus

produced during any month, C onsee sing Panics shall use industry accepted methods such aa bul not limited to metering or

periodic well tents. Any amount realized from the sale or other disposition of equipment newly acquired in connection wish

anysuch operation which would have been owned by a Noo’Consenting Party had it participated therein ahalt be credited

tgainat the tonal unretumed coals of the work done and of the equipment purchsaed in delertnining when the interest of such

Non-Conaesling Party shall revert to it as above provided; and if there it a credit balance, it shalt be paid to such Non-

Consenting Puny

If and when ttte Consenting Partiea recover from a Non’Consenling Party’s relinquished interest the amounts provided

for above, the relinquished interests of such Non-Consenting Party shall automatically revert to it ss of 700 n.m on she day

following the day on which such recoupment occurs, and, from and aft er such reversion, such Non’Consen ting Party shalt

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

such Nun-Consenting ‘any would have been enlilled 10 had it participuled in the dritling, Sidelracking, Reworking,

Deepening, Recompleting or Plugging Back of said well. Thereafter, auch Non’Consenting Party sltull be charged with and

shall pay ins proportionate part of the further costs of the operation of said well in uccordsnce with Ilte lerma of thia

agreement and C’sitt’ bit ‘C’ snached herelo.

3 Ssurd,fly Ctnna When a well which has been drilled or Deepened has reached its authorized depth sad all tests have

been com pteted and the reaulta thereof fumislted to she psrtiea, or when operalions on tile well ttsve been otherwise

terminated purnuast to Article Vt F, slaad’by costs incurred pending reupoase to a party’s nolice proposing a Reworkiag.
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I Sidetracking, Deepening, Recompleting. Plugging Back or C’ompleling operation in such a well (including the period required

2 under Article VI B 6 to resolve competing proposals) shall be charged and home an pan of she drilling or Deepening

3 operanion juan completed Snand-by cosna subsequent so all parties responsting. or expiration of site response time permisted,

4 whichever lIens occurs, aad prior 1° agreement as to the participating interests of all Consenting Parties pursuant to she eons

of she second grammatical paragraph or Article VI.B 2 (a). shall be charged to and borne as part or site proposed operation,

6 bus if the proposal a uuhoequennly withdrawn because of insufficient participation, such stand-by coons shall be allocated

7 between the Consenting Parties in the proportion each Consenting I5artyo interest as shown on Exhibit ‘A’ hears to site total

a interest an shown on Exhibit “A’ ofalt Consenting Parties
br Deciseqine ,,. -

9 In ah eevent that 000tce for a Stdetrackteg operatoon ts gtven whtle the dnlltag ng so be uttltzed is on tocatton, any party

tO may request and receive up to five (5) additional days afler expiration or ttse forty-eight Is our response period specified in

It Article Vt B I within which to reapond by paying for all stand-by costa and other costs incurred durieg such extended

2 resp000e period; Operator may require auch party to pay the estimated stand-by time in advance at a condition to esten ding

3 site response period If more titan one party elects to take such additional time to respond to tise notice, standby coota assaIl be

4 atlocated between the parties takiag additional time to respond on a day-to-day basin in she proportion each electing party’s

IS interest as shown on Exttibit ‘A’ bears to the totat interest as thown on Eshibit ‘A’ of atl the electing parties.

6 4 Deepenino If lent than all parties elect to participate in a drilling, Sidetrncking, or Deepening operation prttpuned

7 pursuant to Article VI B I., the iatereat relinquished by the Non-Coasenting Panics to the Contenting Parties under Article

It Vt It 2 phall relate rely and t’.c litnixerito the lentee of (0 the totql depth actually 4rille4 or p sIte cane of a tlsrieonlal WçIl, titç Itngilt sr
site tsoriaantaa we thorn or (ot) the objecttve Oepllt or Zone or tn site tate of a at srlnon at VeIt, tine length of slit horizon sat welt bore

of which the parties were given notice under Article Vt B t (‘Initial Objective”) Such well shalt eon he Deepeaed beyond the

I
Initial Objective without firut complying with this Article to atlord the Non-Conseating Parties the opportunity to participate

I in ttte Deepening operation In sloe case of a isnrhotitai well

to the event any Consenting Party desireu to drill or Deepen a Non-Consent Well to s depth below the Initial Objective,

such party ahnll give notice thereof, complying with she requirements of Article VIII I., to all pnrties (including Non

Consenting l’articn). Thereupoa, Articles VI B I and 2. shall apply and all parties receiviag such notice shall have the right to

‘6
participate or not participate in the 0 repent•tg of tach well pursuant so said Articles Vt B I. and 2. If a Deepening operation

it approved pursuant to ouch provisions, and if any Non-Consenting Party elects Itt participate in she Deepeniag operation.

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

(a) If she proposal to Deepen is made prior to the Completion of ouch well an a well capable of producing in paying

quantities, ouch Non-Consenting t’arty stsall pay (or reimburse Consenting Parties for, as the case m ny be) that share or costa

31
and expenses incurred in connectiot with site drilling of said well from the surface to the Initial Objective which Noo

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

Portys sttare of she coot of Deepening and of participating in any furttter uperstions on site well is accordance “riots the olher

provisiont of this Agreemeal; provided, however, all costa foe testing and Completion or atlempted Completion of the well

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

sole occotunt ttf C’unuenai ng Parties.
36

(h) If ttte proposal tt made for n Not-Consent Welt attat has been pmvtously Completed as a well capable of productag

3t
in paying quantities, but in eo longer capable of producing in paying quantities, such Non-Conseasing Party shall pay (or

eeimburse Consenting Parties for, as Ihe case may be) ils peoportiotale share of all costs of drilling. Complrting, nnd

40
equipping said well from stir aurface to site Initial Otsjecsive, ealeutnted in the manner provided in paragraph (a) above, leaa

4
those cootu recouped by the Consenting I’artiea from the tale of prodactioa from she well The Non-Consenting Itarty shall

alto pay its proportionate thare of n11 costs of re-entering said well Ttse Not-Consenting Parties’ proportionate part (baued

on the percentage of ouch well Non-Consenting I5arty would have owned had it previously participaled in such Non-Consent

Well) of the coats of salvable materiala and equipment remaining in the hole tad salvable surface equipment used ia

connection with suds well shall be determined in accordance wilh Extsibit ‘C ‘ If the Consenting Parties save recouped sIte

46
cost of drilling, Complesing, and equipping the well at the time such Deepening operation a conducsed, then a Non-

C onsen ling Party may participate in Ihe Deepening of lht welt wittt to paymenl for costs incurred prior to re-entering the

41
well fttr Deepening

TIte foregoing sisall not imply a rigttt of any Consenting Party to propose nsy Deepening for a Nos-Cotnens Well prior
to the drilling of such st-cit to ilt Initial Objective without the consent of the other Consenting larties as provided in Article

S. Sidetrackite Any psrty having the right so participate in a pmponrd Sidetracking operation that does not oyvn an

inseretl in she affected wellbore at the time of the notice shall, upon electing to participate, seadee to the wetlbore oson cr5 Is

proportionate stsare (equst to its interest sn ttse Sidetracking operation) of ttte value ,of tlsst portion of she existing welsbore

lobe utilized so follows.

(a) If the proposal is for Sidesracking tn existing do’ hole. reimhuraement shall he on she basis of she actual coats

incurred in the inilial drilling ofthe well down 10 the depth at which the Sidetracking operation is instiated

(b) If the proposal in for Sidetracking a well which hss previously produced, reimbursemeet ahall he on the baum of

such party’s proportionate share of drilling and equipping costs incurred in the initial drilling of the well down to Ihe deptts

60
which the Sidetracking operation is conduesed, calculated in the manner described in Article VI 03(h) above Such party’s

61
proportionate ahare of the cost of the welI’a ealvable materials and equipment doson to the depth at wttich Ihe Sidetracking

6’
operation is initiated ahall he desensieed in accordance wish the provisions of Exhibit ‘C

— 6. 9rst er of I’referenceo f Operations Any reference tp Ar5icle VEIl-h in oltia Agreemeno in hereby dnleled sod in lieti
63 I boercor lsteriiU’VftThliX’ a A 5_teepi ... misers, A t —at flesh,

,,.
mid .1 t.. lb. — agr.mn 5. - ny raoly .tr , on

64 p.epest4he-eeadsaa—-4—e,. a__IL. shot ce .fli’t --it -—n.tPOUJ th,s It ads by a rart jedm thL Artije VI n_oh

65 puny Dhafl ha’. c flfl.,en (15) da,, from dji’. cry of hr intial preposal. in sh, oaao of a proc__al tn drill a wJl a. sn paTh,...

66 eno,,.li.,as-Sl--,h..an,d.3li..4,;gisa,lmaU

67 hJ:d.as,f.,__dJ:.,_rsh_:tirijr._r_.,_L;fsdrill:_srieLa_s.s.s’tra.th tlairt;&.Lhtcrarin,issab.

6t ,e,.dunlad, to dali... so oil psrti ., ,,titl_d 5. ,_.rsi’eslo i, the ,oposed opentims stub rarty’s sttmssati’- 5 rrr, osat.

69 sIt_anise pmpostl Ia oonials lb. sana iofnmat:wa mgLirad in - iselLdd L. th initial prrr_.ml Eaah ra1r-ft05..3 ua)s

70 ,,tt__It _‘tsll .l,.t b, dali.,, of sari-a 5. O,,_te. visIts tie (5) dnyt ann eipirosioi of bc rmpael prriod, st v,thn

71 s_’ats,fos.. (2t)bmara(rnl.ni;_sfS..tvard,;, E._.L, ..ml.,,lh,.EL;s)ifad.ilisg.gi.osl,,,atie,, f,,. tho visIts_s ;atho

72 ..h;__oJtho.÷s_lo.o_r..oal2psta:n_ssths,..pa;sgr._als..-.n,srt,n_sJ__ri.,5.ts;,& ‘hquir.J

73 .5-il b. ‘..,.d alt, have v.t.d. Th. osmoosal .._alvi_g the -ole of poni,., o’,ig Itt, tsrgt aegate r-roettsge

74 isloreas of the pactist ve&ra •I L
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4

ininiel—pro&aal chaD praei4,—’Gperatrr shall ddi’.ae notion of eur°s—’.as.eln—’no—’eIl—jsenLo no panieipnte in the npvalion

vithin fl,, (1) thyc ofico •.prntnn of 5k , J,etion p_md (or s2thiu rtor, fotr (3q) ,a c ,dsci’.e of E_turday. Eand_y

and L5M hfl, n, iF.—dgillin5 .... LolL..). C,,Js—peny.4,eH—.he.+e’e—,we—fa*’dayn—9eIwnqey4atr (21) lnmum—if’e—tlg

is —,. —060_I fF0511 reo_:rtnf’’ht a I tbu:v mLLornr100. to

relinquish interest in the sW_tied ‘_ll ptrmuostt to the pro.i,’o,_ ,f ..nL’t ‘/111’; frito.. by e 0y to doliver notion violin

a_oh p_nod abE h &_mcd on deems on to pottieipott in the pea-ailing profoasi.

7 Conformity to Soacins Paoem Notwithstanding the provisions of this Article VIII 2, in is agreed hot no wells that) be

proposed to he drilled to or Completed io or produced from a Zoqe from, which a we)) located e)tewhere 00 tine Contract
• or oat Itcen opprobed at an escejolson (5 BIte ttlnp-exltotng spa000g patlprq for acIi zone by site appropreale agency

A rca ts prodactog. sot ess such wet) coot oem s to the tten—extsttn gwett spacin g pattern toe sacs tone /

t Pavino Wells No party oltult conduct toy Reworking, Deepening, Plugging flack, Completion, Recomplction, or

Sidetracking operation under this agreement with reaped to any well then capable of prodacing in paying quantities encept

with the content ofatl panics that h ave not relinquished interests in the welt at the time of such operation.

C. Completion of WetIst Reworldog and I°tttgglog Bacic

I. Completion, Without th e consent of ott parties, no wet) shall be drilled, Deepened or Sidetracked, except any well

drilled, Deepened or Sidetracked pursuant no the provinions of Article VIII 2 of Ohio agreement. Consent no the drilling,

Deepeoiog or Sidetracking sltn(l include:
• For nIt II oriass Oat VetIs çtaty, , , .

0 Donna No I. I AslI recessaty espendt tore s for the dnlttng. Deepenoog or Stdetracktng, testtog. Completong and

equipping ofthe well, including oecraaary tunkage and/or oqrface fisciljties.
• 0or gIl verl’cal wells and weltojiol contjl,ronI Iorianspat %Vctlj,

0 Orttnn No 2. I *51) necessary expenottureo toe the orotttng. Ueepentng or Sidetracktng and testtng of 11°c well. Witen

ouch well tan reached ins authorized depth, and all logs, cores and other Icsns have been completed, and the results

thereof fomiahed to the panieo. Operator shall give immediate notice to the Non-Operatoco having the right to

participate in a Completion attempt whether or non Operat or recommends alsempning to Complete the well,

together wit)’ Dperatttrn APE for çttm pled In count if not prcviously prnsvi dcd The parti en receiving ouch notice

shall loave Sunda ieVlsolidays) in wtnicit to elect by delivery of

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

accompanying APE. Operator shall deliver any sue h Completion proposal, or any Completion proposal conflicting

with Operator’s proposal, to the other panics entitled no participate io ouch Completittn in accordance with the

proced ores specified in Article VIII 6. Election to participate is a Completion attpmpt ploatl includ e consent to ott
, . , ,

. I ton Itmtaaa.on
sedentary ,espenslotures for the ,Cttmplen,ng and equtpptng of such well, tnc1tng / necessary, aankage and/or surface

. . . including. boil non Ilmileg On pjpdainn, llpw maca. melero amid met,r then. ap omsd laflasoeb
facolottes I sun eaetuotng any nttmutaltOn opeeato on not con toned on the omplettos Alt. t’attare of any pany

receiving such notice to reply within the period above fined shall constitute an election by that party ma to

participate io the cott of the Completion attempt, provided, that Article XVI AR-/, shall control in the case of

conflicting Comptetion proposals. tf one or more, bun test titan ait of the panics, elect to attempt a Completion, the

provision of Articte Vt II 2 hereof (the phrase “Reworking, Sidetracking. Deepening, Reeompteting or Plugging

flack” as contained in Article VIII 2 ohall be deemed to include ‘Completing’) ohs)? apply to the operations

thereafter condacted by lets than all panics; provided, however, than Article VIII 2 shall apply separately to each

sepaosne Completion or Recompletion attempt undertaken hereunder, and an election no become n Non’Consentiog

Party as to one Completion or Recomplction snampn shall non prevent a pany from becoming a Consenting Party

in subsequent Completion or Recompletion attempts regardleas whether the Consenting t°arties as to earlier

Completions or Recompletion have recouped their costs pursuant to Anicle Vt B 2. provided funher, that any

recoupment of costs by a Consenting Party shall be made solely from the production attributable no the Zone in

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

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

materials and equipment inslalled is the well punuana no the previous Completion or Racomplcnios attempt.

inanfnr sod only insofar pq such materials and equipmcnn 1npnefit the Zone ip which sa,ch pqny .gaqicipalea in a
In additin n sers ar ‘its II ma k eti reasoqa 5 e nltentpl to neon I lose forinattonsi enotte 5’ I te log

Completion attempt. / or logs as pnaeatlalty capable tI srodioetng oil or gao.

2 Rework Recomnlene or Plus flack No well shall be Reworked. Rccompteted or Plugged Dack cscept a wall Reworked,

Recompleted. or Plugged flack purnuant to the proviuions of Article VIII 2 of this agreement. Consent to the Reworking,

Recompleling or Plugging flack of a well shall include all necessary expenditures in conducting ouch operations and

Completing and equipping of said welt, including necessary nanknge and/or surface facitities

P. OIler Operations:

Operator shalt nan undertake any single pro) eon reason ably estimaned to reqsire no cxpendinurc in excess of

Fifty ilInsonend and an/IOn Dollars (S 5n,nOn.5n ) encepa in connection with the

drilling, Sidetracking. Reworking, Deepening, Completing. Recompleting or Plugging flack of a welt lhsn han been previously

authorized hy or pursuant to this agreement; provided, however, that, i n case of explosion, fire, flood or other sudden

emergency, whether of the tame or different nature, Operator may take such otepn and incur such espenses as in its opinion

are requt‘red to deal with oh e emergency to oafeguard life and property but Operator, as promptly as possible, stoat) report ttte

emergency to she other paniea. If Operator prepares an APE for its own use, Operator shall furnish any Non-Operator so

requenting an infonnation copy thereof for any single project costing i nenceus of Fifty Tb nissan d sod no/taO Dollars

(S ‘0.000,00 ). Any pany who has not relinquished its intereut in a well shall have the night to propose that

Operator perfonm repair work or sndertake the installation of anificial lift equipment or ancillary production facilities ouch so

oals water dispooal wells noon conduct additional work with reopect to a well drilled hereunder or other similar project
(lawn

go d by O.r_,_l0 _g, __... _,n h_I’ ... lb r_rt .4 reaSon sbly estimated no require an expenditure in excess of the

amount first set forth above in this Article VI D (except in connection with no operation required to be proposed under

Aniclea VIII I. or Vt C I Option No. 2, which ohsll be governed exclusively be those Aniclaa). Dperator shall deliver such

proposal to all parties cots tIed on participate therein. If within thirty (30) days tltereof Operator secures oh e wrinten consent

ofaoy pany or parties owning at least 6n.0 % of the interests of the panics entitled to panicipaoe in such operation,

each party having the right to participate in ouch project shalt be bound by the terms of such proposal and shall be obligated

no ply its proportionate share of the costa of the proposed project an if it had consented ton such project pursuant to the teems

ofthe proposal

E. A ton adsoament or Vetla:

I. Abandonment of fin, HoIm Except foe any well drilled or Deepened purauaon to Article VIII 2. any well which has

been drilled or Deepened under the tenon of this agreement and is proposed to be completed at a dry hole shall not be
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I plugged and abandoned without the consent of all parties- Should Operator, after diligent eITjrt jie unjhlc to contact any

2 party, or thould any party fail to reply within forty-eight (48) hours (eweluslee sclttaise of Saturday. legal holidays) after

3 delivery of notice of the pmpoasl no plug and abandon ouch well, ouch party shall he deemed to have contented to the

4 proposed abandonment. Alt such wells shalt hr plugged and abandoned in accordance with applicable regulations and an the

5 coal, risk and expense of the parties who participated in the coon of drilling or Deepening such well Any party who objects to

6 plugging and abgas(osing notch well by notice delivered to Operator within forty-eight (48) hosts (e’selusive incltssive of Saturday,

7 Sunday and / (esl io1rlaysi after delivery of notice of she 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 Oat nobject to the provisions of

9 - Article VIII - failure of such party to provide proof reasonably satisfactory to Operator of ins financial capability to conduct

In such operations or to take over she well within ouch period or titercafter to conduct operations on ouch well or plug and

II abandon ouch wall ahsll entitle Operator no retain or take potsestion of she well and plug and abandon the well The party

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

I) linbility for any further operationa conducted on ouch well encepl for nbc costa rf plugging and abandoning the well and

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

Ii 2 Abandonment of Walls Than llnve Produced Except for any well is wttich 0 Non-Connena operation baa been

16 conducted hereunder for which the Contenting Partieu have not been fully reimburted an herein provided, any well which has

57 been completed an a producer shall not be plugged and abandoned without the consent of all parties- If all parties consent to

8 such abandonment, lion well ahall be plugged and abandoned in accordance winh applicable regulationn and at abe coat, riok

9 I and expense of all the parties hereto- Failure of a party to reply within .L.ty f9(lt.iriy (311) days of delivery of notice of proposed

20 I abandonment shall be deemed an election no consent no she proposal If, within ty (cO)ttitriy (30) days after delivery of nnnticr of the

21 proponed abandonment of any well, all parties do not agree to the abandonment of such well, shone wiuhing to continue its

22 operation fmm 01°c Zone then open to production shall be obligated So sake over nbc well as of nbc expiration of the

23 applicable notice period and shall indemnify Operator (if Operator is at abandoning party) and the other abandoning partieu

24 againnn liability for any further operations on the well conducted by such partiea. Failure of ouch party or panics to provide

25 proof reasonably natinfactory to Operalor uf their financial capability to conduct ouch operations or no take over the well

26 within the required period or tlnereafter to conduct operations on such well sloall entitle operator no retain or nake possession

27 onf ouch well and plug ssd abandon the well.

28 Parties taking over a welt an provided loerein shall tender to each of the other parties its proportionate share of the value of

29 the well’s salvable naleritl tad equipment, determined in accordance with she provisinto of Exltibis “C,’ lest the estimated coon

30 of salvaging and the estimated cost of plugging and abandoning and restoring the surface.,5 rn.’ d, h,. ‘,,,,, ILl i,, lit

31 tlnr emimansid rlugin and abandoning sad rarfice reatonaliex traIn and the eanimoted rant of ralvsdn5 ire hik)oa than thc

_._ ,.qaipmcnt b,.ndrs.irg

33 opeeeelees—41.eie—yrspooir -son .hs,.,_ nf thn ..ni,.,snJ . p.,, —eat Each abandoning pony shall asaign no the non-abandoning

34 parties, with nut warranty, express or implied, as to title or as no quantity, or ft ness foruse of the equipment tad material, all

35 of its interest in sloe welibore of the well and related equipment, together wish its interest in the Leaseloold insofar and only

36 insofar an nuch Leasehold covem the right to obtain production from that weilbore in the Zone then open to production. If the

37 interest of toe abandoning part y is or includes and Oil and Gas Innerest. such party sboall execule and detirer to aloe non-

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

39 one (I? y car and sp 1°rg tlocrea fter as Oil and/or Gas is produced from the Zone covered tboereby, such cane to be on the—Poem
Itynerrettole tartan, , , ,

40 —to,.hJ n. I, hunt “Il “ The anslgnmenlo or leases so lomtsed nhall enconepana the Dnltnng Unot upon whoch the well a located.

41 The payments by, and the assignments or leases to, the ansi gnees shall be is a ratio based upon the relationsboip of their

42 respective percentage of participation is the Contract Area to the aggregate of she percentages of participation in the Contract

43 Area of all asnigneen. There shall be no rca dj ustmen I of interests in the remaining portions of the Contract Area

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

45 ,ttoc well in the Zone then open ottoer sloan the royaltien renamed in any lesne made under she nerma ofthio Article.

46 .sny gilt, o5e discretios elect , , -

- _4,,.l, Operator / oil :,.,,tn,,,,J Its operale the aattgned well for the acenuon of the non’abandonong parttes at nbc rates and

48
charges contem plated by this agreement, pius any additional cost and charges whieto may arise as nbc result of the separate

ownerahip of the asnigned well. Upon proposed ahandosment of the producing Zone attigned or leaned, the assignor or lessor

sloall then have the option no repurchase its prior interesn in nbc welt (sning the same valuation fsannula) snd panicipase in

5
further operations therein nuhjccl 00 the provinions hereof

3 Abandonment of Non-Cottsrron Onrasions The provisions of Article VIE I. or VIE 2 above shall be applicable as

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

however, no well nhall be pennanentiy plugged and abandoned unleas and until all partiea having the right to conduct further

operations therein have been notified of sloe proposed ahandonmens and atiorded 01°c opportunity to elect to take over she well

56
accordance with the provisions of this Article VIE, and provided further, that Non-Consenting i5arti es who own an interest

is a portion of the well nhall pay their proportionate shares of abandonment end surface re510mlion cont for such well as

provided is Article VIII 2(b).

F. T ersn.inatisn sf0 Iscrasins,’.

60
Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Deepening, testing,

61
Completion or plugging of a well, including hut not limited to the Initial Well, sucto operation shall not be aemainated wishotat

I content of parties bearing of the costs of such operation, provided. 0° owever, than in the event granite or other

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

64
Operator may discontinue operations and give notice of such condition in the manner provided in Article VIII I, and the

65
provisions of Article VIII or VIE shalt thereafter apply no such operasion, as approprisle.

G. Taking l’roodoortmos In Kind:
66

0 Ooninn No. I: Gas ilainneine Axrcrmcni Aiiaclscd
67 Itave nbc OpLtop so ,

68
Each party shall I take on soap ec and teparately dtspose of its proportannate share of all Ott end Gas produced from aloe

69
Contract Area, cxcluaive of production which may be used in development tad producing operations and in preparing and

70
treating Oil and Gao for marketing puqsosen and production unavoidably lost. Any exam expenditure incurred in the taking

I in kind or and separate disponition by any party of itt proportionate share of the production shall he borne by such party Any

pany taking it sbtnrç o[ ppodncnicp in joind sxfl be required to pay for only its prssportioaale share of nuch part of
72 •nclt’t’ng, wzbb.ot’(itsa taitoc. welt local on an bngrenn ned egrean

Operators surtace tact lottea / who ch It ones.

Each party shall execute such division orders sod contracts as may be neceataty for the tale of its interest in

production from the Contract Area, and, except as provided in Article VII II , nba11 be entilled no receive payment

-10-
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I directly from the purchaser thereof for ito share of sit production

2 If any party fails to make the arrange nests necessary to lake in kind or separately dispose of its proportionate

thare of the Oil produced from the C onttsct Aret, Operator ohall have the right, subject to the revocati on at wilt by

4 the party owning it, hut not he obligatton, to purchase such Oil or tell it to others at any lime and from time to

5 time for t eaccount of th eons-taking party ml tie lame prier uijts sad for 0 era tor’p titg re or pros! ttcaiqn mind er an r api
iroglit totted parly pitrcltnae or 1st Cl eostrsrl An y surti purchase or tale by Operator any he tremtnated by

I Operator upon ot teast ten—+40)— thirty (3(t) days written notice to the moser of said productiot and ihalt be subject always to

I the rigltl of the owner of the production upos It leant tesi—4-4O*. I birty 30) days sssitten totict to Operator to eserci it at any

I time its right to take in kind, or aeparately dispute oE its share of ,ll Oil . ‘JL._,_i i_ —

Any purchauc or salt by Operator of any other party’s thaw of Oil shall be only roe such seasonable penods of time

as ux censluert sUch the minimum needs of the ir4uuley under the panodar draenseancm, but ii no cent for a

ocnod in enema of cole (I) ear provided hastes-cr. that the cçfecthc dale of ass web revocatian nay he defers-es! at
12 Operator’s Hecapon tar a per’nd rIot 0 fsrtt1I p)ocey fOOt days if Yperalar has committed oath production ma pssrctia,e

costrace hating a term esleodin g bnond site thirty O) day pnisd

14
I Any naamh sale or ou and Cat by Operator thall hens manner commercially nssonabte under the cireumnstar,ces hut Operator

ahall base no duty to thaw any cxi sling mteket ue so obtain t price equal to that recolved and cc any existing

I market The sale or delivery by Operator of a non-taking pony’s shore of Oil and Can under the scent of toy esiring

contract of Operator shall not give the eon-taking pany toy Interest in or make the non-taking patty a puny to said

It
coniract No purchsne shall be made by Operator sUthout firnt giving the non-taking pan y at east ten (10) dt>o

19
written notice ofsuctt inaended purchase and the price lobe paid or the petring basis lobe used

All panim shall give mtmdy wijates other to Operator of their Gas marketing ensnare-emits foe the followiog

month. eseluding pnce, and shall notify Operator immediately in the es-eat of a change in tacit atmangements

Opema:oe thai maintain records of alt maekeiing arrangements, and of volumes acanty sotd or transported, which

reconis ahall be made available to Non-Operators apon seasonable eequeai

— loth— er-cot roar or core penn’ fail no.lakq in kln4 or aeparataly ditgste of ttaiihefr proimnionale of got, and if t.rh
24 parlanr seyrrete disposal on 04 its/their nhtee us the u.s ca-tars splir—ateans delt rents to separate

25 pipehnm atha delivenea which ml a day-to-day baait for any Tejarci aer not madly equal to a patty’s raspaciave proportion-

26 ste thase of to:.) Cat males to be allocated to it. the baisecino or ecrourtire boween the panim shall be is actor-dance with

27 meu the Can knetascing aAgeeement between the panics hcr1iia, 1allwn_vost’4.—ut—r ‘i _t attached asfshibit E—cic—i.-a

28 a..,nte tgrccm _nt, Operator shall give notice to cit parties of lie first sales of Gas from aef well under this agreemest Ifs lip

pnly ergalea the necessIty rttr ntparacffi pg ;sortmcn if. cilt ties aims is party nitall lies r ate molt s-clued iii lintel SOC.
29 inataltaIlon sod maint clans-c o raid r.eiltt es.

30

it

32

33
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35

36

37

it

39

40

41
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43
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37

3,

49

so

52
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Lii My ails11 ha’ i, i,, c s— aatl, dim5 ci it prrpo1i,,an’ thur ai all 0] —nJ C—s r50tdS0m

the Contraet °,rea, rteiptive or ‘aJt •:_,, istit b_ aa.d in dc. olapmnnt and 1rdts),,

r’r’’-l it_iisg 03 and Oat fes maebe%stg—jm.pens—.md—p.oduraiea aa_v&dabiy lout Any c-tra——e’.pediwns

incuvr.d]tthetjis5isidndr nL.,teta f. h,._,,5,s)Sltxp,fsennesstLsefthted_rai_shJt

h,ba,,tbyr.h,_ataA,,,i,Jsyaal,,aitJtt,t,fe,adu_lio,i,,m,hitilb_,_s_,.dt_payf_,_al,]_

p.,sp_ni,,te ,.tt_i Ot.i
__,

Si L,,tiisjfli_. h_bt.. i,

Cash ttt, ahoil esemaln di—i_-, .d,,n e.._,teaets-os-sw,y k tr.eesaar, for the tin_f itt

presluetion f-a,,- ih C—tarsal Ar_a, and, nnepa at peer-ideal in AetioIe4’ll II - nh-Il b to em_-,-. pay,no

d;,.elt, froth h_n,, th, ,_f C. iL ohnee-efall poJ,wUo,,

If any arty f_lIt In ti — th_ .—,.,n,,,.,,T. s._a,y t_ it_-i., ‘in —
.s__ nf it

th,. U th. Ott .sad&. Ca. g,rdno_d fe_ IL Co_teach Ar.-, 01jot, abut L-._ the 0ht_shj_U I— th_

rr,ooetie.at’3thyth_pmei,oviiinit,Ltn.th__bliati_,,,teu,_h_tt --—tO3-_-’ewCa_orn_liiits—_otw.

ml any o:mm and fre,_ Ii-,-— in ti, a. iH_ot.,t nf th_ n_at taking patty Any such w_htn a- ente by 0 -at_

a, be a ii by “p_-mtnr uf_a at taos t_,. (I °i d_y t tCtten -sri_n in ‘he a,-n_, nf oaid prs&aeth_. a-U ‘Stall

b_ l--,i t_ the ,ht U ft s, tL --.3_U.n —t k__a L- (10) &,_ ..tth_ L

L_,__l_nita,;ghttatsLtibn[1._ ‘tart, .Lo____f,itanh_.o_faliOila_d’o.Casr_.’.Wy-d U-_a

ha t ‘rt - - ren -:d_4, hie Cr, that 1- din
— .y a- -k r - oatiois stay he d_f_wei an Operand.

dcotioa fr a priod ‘ &r 1, (53) di>, if Opsite. ha, p 4Jtl_ I -.

ha’. rg - tern I-_,mid ajab tan (19 dy s-end
.,..

ds,s_ n. .sL by Opr’—r f any as/tee

,_tny’_oha...foilsei_. Caaoi,aiibo_.t, f_. _h

w,Z,,,,,__&_fiboi’”r’., ,i,the_r__l_,,:,p_,a_ 6 — -nf.a,_,.J.n ti

—

—Aayaa.’hsalebyO,_t_J’atlha]sa._-_n_,e_ ,._,_,alt-,.,__,,,_bt,J,th

thai hs’ ne data to than any ‘ 1 or tr—.,,ona t_., among_tital 0 In abtals a poe. or temespoesanis,

foe a_sl t_ that ,__i’-td s._ ian t_npertoti. L,,_c5an_,-n The o,,t.a 3

O1,_ta’f-,,L’:_0pm,’tthL.J ,._‘‘._ t.’_ ‘lit tens, af-_, -:._ t,,rn,.fOs-_,ai_,i,Jtnj

,t Ii. no. .).;n no, any i—t__ n-,,. TI sic5 an, a —fl to s_23 us_a__i 3- ._‘‘

and Cm end no of Gas shall be made’, “p -at— --th-l Or” gi-i.g nh nnatati,,g -,rt, t_— i_ta - -inca

sauce of o.,h i,.uended ,.,. ‘ha the frie_ ‘_ ho faid or the pdti..g bast, to bn as “p -
- l

saLe,na_ll,n.,,_fthaft._s.._t_.fC_fl’_,.. Jl_.J,.hh;oA, tint

Ail5a,._hatI5,atraay ._‘_O,_,,,’ af’h_.C__ma.k._5a...t5_,.,_....f_ t’_f.1_

An .,_.d.t_tl.S,O,..:_i ,aai i_ ther,,taf ‘h_,_- -

Operator shall mal stst --
- ikedag—ew I,., ard of — uloms totally oJd I. ,_,_.e I_b

r__odr :hatlha mad. r,i9 t_ Pan Opersta. a__ar Ii. e_g

ARTIClE VII,

EIIPENDITURES AND LIABILITY OF PARTIES

67 A, Linbilihy of Patties:
at The liability of the panics shall be several, sot joint or coi iective Each party shall be responsible only foe i In obligati uaa,

69 and shall be liable only for ill proponionate share of the costs of developing and operating the Contract Area Accoedtngly, the

70 liens granted among the ponies in Article VitO crc liven to secure only the debIt of each sever ally, and no patty uhall have

71 asy liability to third panics herestadee to satisfy the default of any other party in the payment of any c’pcaac or obligation

71 hereunder It is not she intention of alie parties To create, nor atoll hit agreement be conatrand an creatieg. a mining or other

73 partnership. joini venture agescy relation thip or association, or 10 render Ilte panics liable as pannera, co—renturert. or

II —
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principals In thai r relations with each other under Ihia agreement, the panics shall not be considered tidociad en or to have

established a confidential relationship hot rasher shall he free to act on an anna-length basis in accordance with their own

respective self-intrrent, ntahjrcs. however, no she obligation of the panics no act in good faith in their dealings with each other

with respect to scsi vitics h neon drr
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II. Liens end Sectsrity I nlcrensn:

2 Each party grants to the other panics hereto a lien upon any intereat 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 nay

4 interest it now owns or hereafter acquires in the personal properly and fixtures on or used or obtained far use in connection

5 therewith, to secure ped’ortnasce of alt of its obligations under this agreement including but not limitrd to payment uf expense.

6 interest and fees, the proper dish orsemen a of all monies paid hereunder, the assignment or ret inquiahmeet of in terest a Oil

7 and Gus Lessen as required hereunder, tad the proper performance of operations hereunder Such lien and security interest

granted by each party hereto shall include ouch party’s leasehold interests, working interests, operating rights, and royalty and

9 overriding royslny interests in tate Contract Arcs now ownaed or hereafter acquired and in lands pooled or unitired therewith or

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

It used or obtained for use in connection therewith (including, without limitation, all wells, toots, and tubular goads), and accoonts

12 (including, without limitation, accounts arising from gas imbalances or from the sate of Oil and/ar Gas at the welt head).

13 contract rights, inventory and general intangibles relating thereto or arising therefmm, tnd sit proceeds asd pradocts of she

14 foregoing.

15 To perfect the ties asd security agreement provided herein, each pnrty hereto shalt esecute and acknowledge the recording

to supplement and/or any financing ntatement prepared and submitted by any party hereto in conjoscaios herewitlt or at any time

7 following execution ttereof, and Operator is tuthorired to file this agreement or the recording nopptement eaecuted herewiab as

8 a lien or mortgage is the applicable real estate records and as a financing aasnemenl wialt the proper officer under the Uniform

9 Commercial Code in the state in which the Contract Area is niaaated and such osher staten an Operator shalt deem appropriate

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

21 Iteressi lIt, or such other documents as is deems necessary as a lien or mortgage is the applicable real estate records and/or a

22 financing statement mitts the proper officer under the Uniform Commercial Code.

23 Each party repretenso and warrants to the other panics heretst that the lies and security interest granted by such party to

24 ttte naher pnfties shalt be a first and prior lien, and each party hereby a green to maintain the priority of said lien and security

25 intereot against all persons acquiring as interest in Oil and Gas Leases and tnterentn covered by this agreement by. through or

26 under such party Alt parties acqoirieg an is crest in Oit and Gun Leases and Oil and Gas loterets scovere d by this agreement,

27 whether by assignment, merger, mortgage, operation of law, or otherwise, ahalt he deemed to have taken eubject

21 to tate lien and secun’l y interest granted by this Article Vtt B as to all obligations attributable to suctt interest hereunder

29 whesher or not such obligations arise before or after such interest is acquired

30 To the extent that panics have a security interest under the Uniform Commercial Cede of the alate in which the

31 Catstmct Area in situated, they shall be entitled to exercise ttse rights and remedies of a secored party under the Cede

32 The brieging of a soit and the obtainisg of judgment by a party fur the aecurtd indebtedness shalt sot he deemed an

33 election of remedien or otherwise affect ttte ties rights or security interest as security for the payment lttcreof In

34 addition, upon default by any party in the payment of its ohare of espessea, interests or fees, or opos the improper use

35 of fotds by the Operator, the other ptrties shalt have late rigttt, wittaout prejudice to other rights or remedies, to collect

36 from the purchaser the proceeds from the tale of ouch defaulting party’s share of Oil and Gas until the amount owed by

37 sucto party, pius interest as provided is ‘Eahibit C,’ ban been received, and ohatt have the right so offset site amount

31 owed against the proceeds from the mle of such defaulting party’s share of Oil and Gas. ,.tt p,archancaa of prodLrt..n

c ,..s .j a. a n,.tiflc.tie, ,. r d,.fesstf—f,,,,,, the nra. Jeftsiti..5 rrty ,rti,,. stating tile assoust dL 5. , ,,,,,att ,f ho

30

thi,ro.,a.,rh

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

Operator, the non-defautaing parties, including Operator, sloth upon reqoest by Operator, pay th e unpas’d amount in the

proportion tisat the interest of each such party beaea ao the interest of alt such parties. The amount paid by each party to

paying its share of she unpaid amount shalt be secured by the liens and security rights described in Article VII B , and each

paying party may indcpendentty pursue any remedy available hereunder or otherwise.

If aay party does not perform alt of its obligations hereunder, sod the failure no perform autojects such party to foreclosure

or execution proceedings pursuant to the provisions of this agreement, to tt te esteat allowed by governing law, the defaotling

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

of the mortgaged or secured pmperty prior to sate, any available right to ste y execution or to require a marshaling of assets

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

hereby grantn no the other parties a power of sale as to any property that in subject to the lies and aecority rights granted

Isereunder, such power to b e esercised is the manner provided by applicable law or otherwise in a commercially reasons ble

manner and upon rennonabie notice.

Each party agrees that the other partiea shalt be essilt ed to utilize the peovi nions of Oil and Gas lien law or other lien

law of any state in which site Contract Area in situated to enforce the obligations of each party hereunder Wittroua limiting

attn generality of the foregoing, to at cc eaten I pertnaitsed by applicable law, Non’Opcraaors agree that Opeeaaor may invoke or

utilize the mechanics’ or materiatmen’a ties law of the snare in which the Contract Area is situated in order to secure the

paymeni to Operator of any sum due hereunder for services performed or materials nopplied by Operator

C’.,d, tones’. Advaneeme’ts of etsintaled costs atsatt be in accordnnc wi’Ili Article XVI.C

Or..,,tr, or its J,,,,tia.., shalt ls,,’,,a ho :g)t fe,,. ti.. Ic time I” ,L,...a.,d snJ .,,..‘.of,p,, s,,o a. n.e af the ath..

r11 ,ned.,.no,,,fth,’,,,,,_,.cu.a.h,..,,,,,,fth.,,.r’,mst,.d

heeeade—’dwi..gth,,n.,l.J.’i.w th,’’fii.:ghtmayhe—’s..,,in.4a..lybysub...in.,ir,ta_.h.oab,,rtysr,,.

itcmi.ed nm,cmpt of as_oh climated espenne. tag:tbe ‘th sa in’. oee for ion utssre thereof Eseb Lrh clatcmrnt sad in’. jet

for—lb.--peym..os—4o—-sd.t.. r” .ti..,.t,J “ooilb,.msb...io,,dr.”ebre, ihe’Oth4yofth tp...cdi..g...r*.

.Ji,,,,,t,,...d

i,,’.,,ra in,.a.,’..J. ti an; ‘sOY fJln I. ,sy ion Its., of ,sij ..oL..,to ‘‘ithi.. ‘.ijti,,,s, km ama.o.,t Ja. josh Lao. intg.,nt sn

peo.’id_d in Eshibis ‘C’ until psd Peop_r edjs_nam.tr ahsii b mnd muatht, b_tv.... ad_cm ad actual pus.. to rL. ,.d

dssro.,,,h,.rty.’snJlb.,,,t..d,,yiL,.,sernir,ste.hs..of.,.wsto,.,a.ui,.ou,,.d,_.J ,.0,..

B. Defattits and Remedies:

If any party fails to discharge any financial obligation under this agreement, including ssiahout limitation the failure to

make any advance under ‘‘
,

di . Articte4cD,G XVI,C. or any other provision of this agreement, within the period required for

such payment hereunder, then in addition to the remedies provided in Article VII B or elsewhere in this agreement, the

remedies specified below ahnti be applicable. For punposes of this Article Vtt B, all notices and elections shalt be delivered

41

32

43

44

45

36

47

31

39

50
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52

53
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5$
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70
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I only by Operator, except that Operator shall deliver any such notice and election requested by a non-defaulting Non-Operator.

2 and when Operator is the party in default, the appticabte notices and etectiont can be delivered by any Non-Operator

3 Election of any one or more of the following remedies shalt not preclude the subsequent use of any othee remedy specitied

4 below or otherwite available to a epp-defastting party
pan reqsesl by nsy party, Operatar sins11 -

5 I. Sumen stun of Rso bIn Aay—paeny—auey— toeltvtr ttt the pany tn detaull a Nottce of Default, whsch shall spectfy the default,

6 specify the actios to be takes to cure the default, and specify that failure to take tuch action will result in the exercise of one

7 or more of the remedies provided in sttis Articte If She deftult in not cured within shiny (30) dnya of the delivery of such

Notice of Default, all of the nights of the defaulting party granted by this agreement may upon notice he suspended until the

9 - defsull in cured, without prejudice to the night of the non-defaulting ptrty or panics to continue to enforce the obligations of

10 the defaulting pany previously acemed or thereafter tccming under this agreement. If Operator is she party in default, the

It Non-Operators thall have in addition the tight, by vote of Non-Operators owning a majority is internal in the Contract Area

2 sfter excluding site voting interest of Operator, to appoint a new Operator effective immediately tte tights of s defaulting

3 party that may be suspended hereunder st the election of the non-defaulting pnrtien shall include, without limitation, the tight

4 to receive information as to any operation conducted hereunder during sIte period of suctt default, the tight to elect tst

S participate in an oprration proposed under Article VI U of this agreement, the right to participate is an operation being

to conducted under thin agreement eves if the party has previously elected to participate in such osemtion, and the right to
17 receive proceeds of production from any well subject to this agreement.
Is 2. Snit few Dampen, Nun-defaulting panics ur Operatur fur the benefit of non-defaulting panics may sue (at joint

19 accsunt expense) to collect the amounts in default, pl us interest accming on the antounts recovered from the date of default

20 until the date of collecnion an the rate npecifird in Ethibin ‘C’ attached hereto Nothing herein shall prevent any party from

21 suing any defaulting party to culled conuequeatial damagen accrniag to nuch party at a result ofthe default

22 3 Deemed Non-Consent The non-defaulting party may deliver a xvritlen Notice of Non-Consent Election so the

23 defaulting psny at any time after the axpiratiun of the shiny-day cure period following delivery of the Notice of Default, in

24 which event if tile billing in for the drilling a new well or the Plugging flack, Sidetracking, Reworking or Deepening of

25 well which is to be or hat been plugged as a dry hole, or for the Completion or Recomplelion of any well, the defaultieg

26 party will be conclusively deemed so have elected not to participate in Ihe operation and to be a Non’Consentirg Puny with

27 respect thereto under Article VI B or Vl.C , as the case may he, to lhs extent uf the cotta unpaid by such puny,

28 notwithstanding any elects’on to participate theretofore made. If .1 ,oti r -- ,, In cm” nndt.—41.is—re4eiaax---h.ut—-N.e

29 non dS,Jtn5 paiL ma, n—I i__tt, _,o It, thu atpJd ,,,,,,,nt I,, AneL ‘‘11.0.2.,

30 Unlil the delivery of such Notice of Non-Consent Election to the defaulting party, surit pnrty shall save the tight to cure

31 its default by paying itt unpaid share of costs plus interest at the rate set fttrth is Exhibit “C,’ provided, however, such

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

33 dcfaulning panics an a result of the defnull. Any interest relinquisited pursuant to thin Article VII 0 3 shall he offered to the

34 noa’defsultiag psrtiea in proportion to their interests, and the nun’defsulting parties electing to participate in the ownership

35 ofauch interest shalt be required to contribute their shares ofthr defaulted amount span their electitin to participate therein.

36 4 &IxsnccJ!aaaticat If a default is aut 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

3t party of ouch defaulting party’s anticipated share of any item of expense for which Operator, or Non-Operalura, at the cane may

39 be, would be entitled to reimbursement under any proviuion of Ihit agreement, whether or not such expense wan Ihr subject of

40 the previous default. Such tight includen, but is sot limited to, the tight to require advance payment for the estimaned costs of

41 drilling a welt or Completion of a well as to which an elects’on so participate in drilling or Completion has been made. If she

42 defaulting puny fails to pay the required advance payment, the non-defaulting parties may puraue any of the remedies provided

43 in the Article VII 0 or any other default remedy provided elsewhere in this agreement. An y excess of funds advtnced remsining

44 wttrn the operation is completed and alt costs have been paid shall be promptly returned to the advancing party

45 5. CasIo and Attmntevs’ Fee,- 1n the event any party is required to bring legal proceedings to enfttrce any financial

46 obligation of a party hereunder, the prevailing party in such action shall be entitled I o recover all court costs, conts of

47 collection, and s reasonable attorney’s fer, which the lien provided for herein shall alao oecurc.

48 E, Rentals, SItitI-jo Well Payments and Minimum Royalties:

49 Rentals, shut-i n welt ppymcnta and minimum rovsltirs which may be required under the tennis of any kate shalt he paid
Opera sr lsr sIte joint aecqinI urJjt pstiea hcrelo. Qpertor,E3aII bill tIne parties Iterelti fur Iheir proparlituna Ic share of

50 nIl inset ass ysitenis in accordance w I lIre a 4 allnc eq as bttisbsl ,, ,

SI
by the r party or parties who subjected ouch lease to this agreement ,,tstn ad.,, ‘‘r”’ In i’

-- ,,t t-.-- .i-’,,,, s C p,rti_,

_“-nsdL-._o_,,L;b_taJi_L,.tninth_,,,olanI_thia_5,__,att,_uhpni..yd,i,ata._,__f.hpart._.lo

maLe auid p—ym,,.t. fs, and an b_half af all - -‘h ‘1L Any pan y may request, and shall be entitled to receive, proper

evidence of all such payments In the event of fsilure to make proper payment of any rental, abut-in welt payment or

minimum royalty through miutake or oversight where tucti pa yment is required to continue the tease in force, any loon which

I results from such non-payment shall be home in accordance with the provinisna of Article IV II 2-3

Operator shall notify Non-Operators of the anticipated completion of t otsul-in welt, or the shutting in or relum 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 pennitted by circumstances, bun assumes no liability for failure to do so. In the event of

60
failure by Operator to so notify Nun-Operators, the lots of any lease contributed hereto by Not-Operators for failure to make

SI
timely payments of any shut-in well payment shall be borne jointly by thin parties herelo under the provisiona of Article

6’
IV.B 3

F. Taxes’,

63
Beginning with the fires calendar year after the effective date hereof, Operalor shalt render for ad valornm taxation alt

65
property subject to Ibis agreement whicis by law should be rendered for such taxes, and it shall pay all such taxes aotesoed

66
thereon before they become delinquent. Prior to the rendition date, each Non-Operator uhatl furnish Operator infutnnation as

67
to burdens (to include, but not be limited to, royalties, ovent’dieg royallies and production payments) on Leases and Oil and

Gas Intereans contributed by such Non-Operator If the assessed valuation of any Lease is reduced by reason of us being

69
subject to outotanding cscean royalties, overriding royalties or production payments, the reduction in ad vatorem taxes

resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shatl adjust the charge to

7
such owner or owners so as no reflect she benefit of such reduction If the ad valorem taxes are bated in whole or in part

upon aeparale valuations of each psrty’u working interest, then notwithoandieg anything to the contrary herein, charges so

the joins account shall be made and paid by the parties hereto in sccordance with the tan value geserated by each party’t

working interest. Opersnsr shall bill the other parties for their proportionsnn ahureo of all tax payments in the manner

provided in Exhibit “C

-13-
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I If Operator cotsiders any tax aoneoament improper, Operator may. at its ditcretion, proteti within the time and manner

2 prescribed by law, tad prosecute the protest to a Gnat determination, unleso att panics agree to abandon the protest prior to Gnat

3 determiattios During the pendency of administrative or judiriat proceedings, Operator may elect to pay, under protest, alt ouch taxes

4 and aty intereat and penalty Wtten any such protested asoesoment shall have been fiottly determined, Operator stia It pay the tos for

the joint account, together with any intercat and penalty arenard, and the total coat that then he asneosed agai nat tlss panten, and be

paid by thrm, to provided in Exhibit ‘C

7 Each party ahall pay or cause to be paid all production, severance, excise, gathering and other laxes impotad upon or with respect

to the production or handling ofauch pany’t nhatt of Oil and Gas produced under the iemto of ihio agreement

9 — ARTICLE VIlt,

to ACQUISITION. MAINTENANCE OR TRANSFER OF IYPEREST

II A. Surrender of hastes:

12 The Leases cenered by thin agreenrent, insofar as the embrace acreage fl the Contact Axes, shalt nor be surrendered in whole

13 or in porn ueleun oE panics consent therein

13 However. should any pony desire to taneade to interest in any Lease or in any portion thereof, nuch puny thall gi vewr’oen

13 notice of the proponaf surrender to .3 panien, and the parties to whom such noeice is delivered shall hove shiny (33) daya after

6 delivery of the notice within which to notify the party proposing the nuneeder shether they elect to connent thereto Failure of a

I? party to whom such notice in delivered to reply within naid 30-day period shall cocolitute a consent to the surrender of the Leases

It described in the notice. If all panics do not agree or consent thereto, the party deuiring to aurrender thnlt atsign, wtthouun express or

19 implied warranty of utte, all orion interest in tush Lease, or ponion thereof, and any well, material and equipment which may be

20 located thereon and any rights in production thereafter secured, to the parties non consenting to such surrender If the interest of the

21 anoigning party is or includes an Oil end Gas Intesesa. the assigning peny shall esemate and deliver to the pony or parties no:

22 consenung to such surrender an oil and gas tease covering arch Oil and Gas Irnerest for a Inn of Oct II) year and so long
a mpIutIy .ercrnbjr farm.

23 thereafter as Ext and,’or Gas it prmitced from the toed conned thereby, such 1mw to be on’ ffie—toms—swan+eii’lvea1t. a It .1.1 .t

24 I Upon roth auticanient .. t., the assignieg party shall be eli eyed flon oil thligatiocs thareafter arcrjirg. bus nor theretofore

25 termed, with respect to the interest assigxoml or teased and the operston of tny well amib-,atable thereto, ted the assignutng party

26 nhali has’, no fur.ha in:erest in ha sasigeed of leased prmshsn ted its eçaiptireet and prnduuito. niber t°’sr “c r,s3&him rrai. cii

27 in—.ny-3..s.-’mod. ad.. the I 5 1 thic An14÷ The pony ansigntee or lessee ahalt pay to the party aaoignor or leasor the

1s reasonable salvage value of the latter’s interest in any welt’s salvable material n and equipment attributable no the aasi gned or tested

29 acreage The value of alt salvable materials and equipment shall be determined in accordance with tite prosisiont of Exhibit ‘C,” lens

JO the estimated cust of talvaging and the estimated cost of plsgging and abandoning and restoring the surface If nh ‘.pi’ a is

31 ut.. . ‘man, th,.. th. pan, sastsr is Inner “‘“ p ‘‘l..r..fl’,’ ....ign.... or l,.ou,. th. amount of m.h J.faow If nhe

32 astignmenn or lenae is in favor of more than one party, the i merest shall be shared by such panics in ttte proportions that the

33 interest of each bears Is the total macrent of all such parties If the interest of the psniea to whum the aani gnmenn is no he made

34 varien according no depth, then Ihe inlrrest assigned shall similarly reflect such variances,

33 I Any assignment, lease or nunender made under this provision shalt not reduce or change she asaigno?a. Ieee,.—or surrendering

36 party’n interest ns it was immediately before the astigsment, leaae or sunrender in the balance of rite Contract Area, and the acreage

37 assigned, leased or nurrendered, and subsequent operastosu thereon, ahall nut thereafter be nubject no she terms and provisions of this

3n sgreement but shalt be deemed subject to an Operating Agreement in the form oftltis agreement.

39 II. Renewal, er-Eslenslon or Act1 itinitt’ss of Lenses’.
(whirl! slipll include renewalq tnd esornpissisj

40 If any party seqntren our al ‘‘‘2r t.nnt,.,.t of, an Out and loan Lease Ian lands or Interest wilIlin ttte (ontract Area

31
.,ah, .‘-‘ I, Liii, 53 “.0, then all other pantes

ahsll be notified promplty up on such acquinition or, is the case of a replscement Lesse taken before expiration of an est‘sting Lease,

promptly upon expiration of the exianing Lease The panics notified shall htsve,the right for a penipd of tirty (30) days futtossing
43 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ,

acosousrrd, Oti n ‘itt (‘no
delivery of such no lice in which to elect to participate in she ownership sif lie I rmwwol.ow’eetdoeanaoeari I Lease, insofar as such Leone

affects lands w’ittsn the Contract Area, by paying to the party who acquired it their proportionate shares of the acquisition cost

allocated to that part of sucit Lease within the Cnnimct Area. which shall be in prsips’ni on to hit i mere t held at that lime by lie

panics in the Contract Ares Each party who participates in the purchase of nW?tZ wion. asd(9syeasc thall be given an

toni pam ma of its proportionate interest tltrrei n hy th eacqsin’ ng party
4t . . . . srqtnre d, Oil and Gas

If some, hut less than all, of she parties cites to pant cipste tn the p urcltase of an I reawwol—oo—veplsoemeoi / Lease, 1 thaI I b eusvned

by lie parties who elect to panici pate therein, in s ratio based spot tie relationship of their respective percentage of panici paaon in

the Contracn Ares to the aseregate of the percentages of participst)on in the Contract Ar a of all parties participating is lie
SI - . .

, acquired, Oils. C.’
purchase on auth renewal or replacement Lease. The acqassuntsn of an / .. . ept ti se ty any5pr all s the panien hereto

that roe cause a readjustment of the interests of the panics stated in Exhibit ‘A.’ ban snx ‘J . re tnrn ?Leaa cit which

tess than alt partes dee: to participate sholi am be subject to this agreement but that be deemed sub)ee: to a teparate Operating

Agreertscnn in the forts ofthis agreement

If the ie.tereus of the purees in the Contrso Area vary according to depth, then thair right to participate proportionately in
56 , Oilançart.a . . . ‘ —

acquired. r,n. at r r,I ,,‘..,.., 5 / Lenses and thor nght i sreceivear, icnmet of interest uhall attn re:iect nurfid ep:h ‘an ancru

The pmvioionn of this Article shil apply to eeo4.—wsesvmsi9te°es whether they are for the entire mere ucoveaedby

the expiring Lease or cover only a pqnit’n o fins area or an interest therein Any renewal or replacement Lease taken before the
59 ‘ , . Qil aild Gsa ‘

expiration of is predecessor / Lease, on tah en or contracted for or becoming effective wi thin six (6) months after th eespirali on of the

6
exisung Lease, shall be subject to this provision so tong as this srermerL is in efTec en he time of such acquioi:iot or at the time

6’
the renewal or replacement Lease becomes elTecuve, hut any S ta nt or contracted for more than six (6) months often the

expiration of on aishne Lease shall not be deemed a nets esea I or replacement Lease and shalt not be subject no the provisions of this

a greets eon
54

Tbr pros i starts in tIns Ltcle antll also be sppltcsbte to ex tensi mis of Oil and Gas Lenten

- C Acre, gear Cuab Coniriliutions:
56

67
“bite this erreerntestt sin force, if any party cnntraon for s contnbutiou of cash towards the dsitlhng of a well cc any other

60
operstion on the Contract Arcs, such contribution shalt be psid to the psny who conducted the dnhling or oiher operation and shall

69
be spplicd by it against itue coat of nsch drilling or other operatios If the contribution be in the form of acreage, lhc party to xshum

70
the contribution is made stuatl pmmpnly tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the

proponiona said Drilling Panien uhared the coat of drtlling she well Such acreage shall become a separate Contract Area and, to the

extent possible, be governed by provisions identical to this agreement Each pony shall promptly notify all other panics of any

acreage or cash contributions it may ohtain in asppon of any well or any other operation on the Contract Area The above

provisions ahall also be applicable to optional rights to esm acreage outside the Contract Area which are in auppurt of well dritled

innide Contract Ares.

- 14 -
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I if any party contrncso for any consideration relating to disposition of ouch party’s share of substances produced hereunder.

2 such consideration shall non be deemed a contribution as contemplated in thin Article VIII C

3 0. Amigo Intent Maintenance of Uniform lanterns:

4 For the purpose of maintaining uniformity of ownership in she Conirnct Arcs in the Oil and Gnu Lenses Oil and Gas

5 Interests, wells, equipment and production covered by thin a greemenn no party shall sell, encumber, transfer or malt a other

6 disposition of its interest is tht Oil sod On Lenses and Ott and Gas In lerests embraced within the Contract Area or in wel Is,

7 equipment and production unless nuc h disposition covets either

I - the ennire innrrest of she party in all Oil and Gsa Lease,, Oil and Gas Interests, wello, equipment and production, or

9 an equal undivided percent of the party’s present intenent in atl Oil and Can Lcaset, Oil and Gas Interests. wet In.

10 equipment grid production in be Cantmcn Area

II Eve0 tale. esnambrance, transfer or other dinpasinion m.nde byan y puny shell be made expresnly subject no this agreement

2 and shall be made without pr&udice no she right of the ocher ponies, ar.d ary transfcree of an ownership interest in any Oil and

13 Gsa Lease or Incermu thai be deenned a pnfly so this agreetnern as to the inteeesn conve ml from and after she effective dane of

the tsannfer of ownership, provided, howener, than tm ocher pansies shall net be required to recognize any such tale.

IS encumbrance, transfer or other disposition for any purpose hereunder until thirty (303 days after nhey have received a copy of the

lb instrument of nrannfer or other antinfnc:ory’ evidence thereof in —siting from the transferor or trannferec No assignment or ocher

17 dispositiocs of r,terem by a pony ahall relieve such pony of obligations previecnnly incurred by such party hereunder with rnpccn

It to the interest tmnnfened, including wittnrast limitation she obligttion of a party to pay ill costs astribunabte so an operation

9 conducted hereunder in which such party has agreed to participate prior to makieg such •nnignmem, and he lien and secunny

20 interest toasted hy Article VII to shall continue to burden the interest transferred to secure pavrtnatn ofany such obligations

21 If. at any time the in:aest of any pony a divided among ned owned by four or more co-own en, Operator, at its discretion.

22 may require rjdn on—ossnen no aplsocn a tingle trustee a agent with full autttnrty no mmnve rosters, approve eapend:tuecn.

23 receive bump for and approve and pay such party’s share of the ;dnt esponum. and to deal gaeraiy with, and with power to

24 bind, die ro-owtnms of such party’s interest within the scope of the opntionn embraced in his agreement, however, all each co—

25 mmcm shall have the sight In tiler into and eteaste sIt contracts or agnetnnmnn for he diaposi ion of th& r respective shares of

20 the Oil and Can prodttced faust the Contract Area Lid hr absO have Ihe sight no receive. separasdy, psvmeni of the sate

27 proceeds thereof

2n E. Waiver of Rights to I’artilion:

29 If pcnninsed by the tows of the state or stases in which the properly covered hereby in ltscated, each party herein owning an

30 undivided interest in the Contract Ares wtives any and al I sighnn it mny have to partition end have sen aside so it in scvcralsy its

31 undivided i nseresl ttnerei

31 I F,—Pnfenuiol.W4irht L P’s. theses

33

34

35

36

37

35

39

40

41

42

43

44

45

B (Optie al. Ch..t’ ahfr

Chodld rljd...,t.Jlailer5n).3nf:tt’4fiftettti..thintsi...enl,”.iu.;htnand;..L.aListLaCashees

,.._.., itthtila..e..pdyi.s’’,fl..n....t_t”s..’F._r..n.__, ‘.‘.ithfLltisf.,,,,.,_t.,n iL5.a1uJd5,,,,.siai, .1_h

ahJt:sidsthasanaand_id.nJthap.pmsi’.o’.,_f,._ (,‘.ho...sslh.. dy, illisguei..bLIo.rsl._j,th_1,.s.aL_.

rue, — In,. l’m—.:,si —i “‘qiei.,ni to idontif, the pn,-ai;. and nIl ocher nenus of the olTe,”—4i.”edeepert4es—s4ia44-’e4eeo-’iiest—sw

optional prior rips, ft. a r..,;ed of I,,. (l°l “aye ant. sh -son-— i dJiv_d, no purahaa for the atat_d oaosideratistas—on—ilte

s.me—.oer,,.nand..,..dul:n,,,,th,,st.,,.,J .,hJtnh,tL,, r> I.. sell; and, if thin e,,sie.tl .ialtlint.tii_Jt_*he

...._hai:..st,..rsi.ahail..b,,,sth..au.ehse.,dirt...nstiiF.rrovar:_._”snth :nt.sj.hb,,....tihrtjellnie.,saj_J

tr”h i..0 ri:... II....., th_.. dvii be
.._

p_f__s.d .lghI a r.,..ls.nn i. tho.,. a...,. “ h,,,. any _rty 4th.. to .si..n,,

In interests, or to renal.., lists to its”imeeesls’4a’41s ‘1rr i.. lieu of sr rjfltit5t 10 frrcelaaun of a mongae of ita int.....u,

a. no ‘p.. — a it, interests by mnx.s. eroroaintion. ..,,.jlii ion, et— hy nile of dl e. ,ubsnandally all an IL “II a c. an_cia

to any ptnm, e. hy Leasfor—of—i44-’ifilnots—lr — suhd;,.,, ,r._.t ee,.np_n, a. too uuhtidisty of a parent eotspes,, 04 to

46 ARTICLE IX.

47 INTERNAL REVENUE CODE EI.ECTION

45 If. fur federal income las punpoura. thin agreement and the opcmsions hereunder are regarded as a partnership, and if the

19 parties ttave sot oshenvise agreed to fort,’ a as-s panorethip puissant lo [vhitsit G” or other agreement between them, each

50 party thereby affected elects to be escioded from the application of all or the provisions of Subchapner’K. Chapter I, Sahittle

SI •A. of the Ictemsi Rn-moe Code of 956, an amended CCode as pennined and authorized by Section 761 of the Code and

51 the remalasons promulgated thereunder Operator is authosied Lid directed 10 exemslc en behalf of each party hereb affected

53 such evidence of thin election an may be required by the Secretary of nbc Treasury or the Uni:ed States or the Federal Internal

54 Revenue Service, including specifically, bus nut by way of imilalion. all of she returns, statements, and the data required by

55 Treaauey Rewaatici 11.761 Should there be any requirement that each puny hereby affected give Path er evidence of this

56 election, etch such party shall esecute such doosmentt and furnish such other eviderce as may be required by Ihe Federal Internal

57 Revenue Service or as may be necmnsy to evidence Ibis election No such party shalt glve any notices or take any other acton

55 inconsiateet svish the election mtde hereby If any present or future income tat laws of the slate or anates in which the Contract

50 Area is located or any future incosste tax laws of she United States contain provisions similar so those in Subchapter K,” Chapter

60 I, Subtitle A,’ of the Code, under which an eectiun similar so than provided by Sectiaet 761 of she Code in par, inc-i, each party

SI hereby affected shall make such election an may be ptcnnirtcd or required by such lawe. In making the foregoing election, each

62 tush party states dig the income derived by such party Own operations hesr.tnder can be adequately determined svithous the

67 computation ofunnership tasnbtc income

OS ARTICLE N.

65 CI.AIlbtS AND l.AWSI.’aTS

OS Operator may mule any single uniesscred bled party damage claim or suit arising from operations herestedor if the espcndtture

07 I dues not exceed rIfle Thnaaand •ad NolloS Dolltnn IS 54000,00 sand tf the payment is in complete tettlument

sin of such claim or nuit If the amount required for settlement esceeds Ihe above amount, the parties hereto ahati attume and lake over

69 the further handling of she claim or suit, uni eta nuch auttsod ly is delegated to Operastsr All costs and expenses of handling settling.

70 or otherwise diacharging such claim or aunt shalt be a Ihe joint espense of Ihe panics panicipasiug in the operation from which Ihe

71 claim or suit sriscs. Ifs claim in made tguinss any party or if any pony in sued on accouni of any maser ariting from operations

71 hereunder over which such individual han no control because of he sights given Operator by this agreement, such party shall

73 iqispediasely potjfy 411 other jrartien, aqd ttte claim or suit tsall be Irealed an any other claim or suit invotvipg oppratiopo hereundce All
Ut slvsn g title to any macread ubject to I ton Aereemenl shall be Irealed as a ctalm or aliti agaloal all parties Itereis.
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ARTICLE XI.

2 FORCE MAJEURE

3 If any party is rendered unable, wholly or in part, by force majeure to carry uul its obligations under thin agreement, other

4 han the obligalion 10 indemnify or make money paymenls or fumiuh uecurity, lhat party shall give 10 all Olher parties

$ prompl written nouce of the force majeure with reasonably full particulars concerning it thereupon, lhe obligations of lhe

6 party giving the notice, to far as lhey arr affected by the force majeure, shall be suspended daring, bun no longer ahan, the

1 conli nuance of the force majeure. The term ‘force neajeure,’ aa here employed, shall remIt act of God, strike, lockout, or

8 other indautrial disturbance, act of the public enemy, war, blockade, public riot, e, storm, flood or other act of

9 nature, explosion, governmental action, govemmentat delay, reutraint or inaction, unavailability of equipment, and any other

tO cauuc, whether of the kind specifically enumerated above or otherwise, which ia nut reasonably wiattin the control of the party

It claiming suspension

12 The affected party strati use alt reasonable diligence to remove tie force majeure situation at quickly no practicable. The

I) requirement that any force majeare shall he ramedied with all reasonable dinpatch shall not require the nettlement of strikes,

14 lockouts, or other labor difficulty by the party involved, contraty to its wislten; ttow nil such difficulties shall he handled shall

15 be entirely within the discretion ofthe party concerned.

ARTICLE Xli.

NOTICES

Alt notices aathodred or required between the psrties by any of the proviaiona of this a greeme on, unleus otherwise

specifically rcqtidcd shalt be in writing sod delivered it person or by United States mull, courier service, telegram, Idea,

tatecopier Yor any olher form of facaimile, postage or charges prepaid, and addresoed to such parties at the addresues listed on

Exhibit ‘A.’ All telephone or oral notices penaitled by this agreement ohati be confinned immediately thereafter by written

Notice (oral nolire wilt polite considered vaiit notice ntnIe writlen çopfir.qaatipn in received whIt to fttrty.eiet.l (4)) tours of it’d,
ttral notice) rae ongtna ttng nuttce gt yen under any provtot on sereot shall be teemed detrvered on ywttctt recctvcd try tie party Itt

whom ouch notice ia directed, and the time for ouch party to deliver any notice in rexponse titereto shall ma from ttte date

the originating notice in recet’ ved. “Receipt” for paaposes of this a greemenn wittt respect to written notice delivered hereunder

shall be actuni dativety of nbc notice Itt Ijia addrest of the party to he notified specified in accordancewith this agreement, or
em atatidresa

to the telecopy. facstmtle, oc-4eles m actttne I ti suc It party Tttetecon d or any resp onorven ontee strati ha deemed deitvered when

deposited in ttte U0iled States mail or ni itte office of the courier or telegraph service, or upon tranumittal by telex, telecopy.
or tiltstt address . . .

*w—racstmtle,/ or when person ally dettvered to the party to be nottfied, provtded, atrat wtten response to required wtthrn 24 or

I 48 tours, such response shall be given orally or by telephone, telee, telecopy. etnait or utther facsimile within ouch period Each party

shall hove tite right to change its addreso at any lime, and from time to time, by giving written notice thereof to ait other

parties. tf a party iu noi available to receive notice oraity or by telephone wlten o party attcmpta to deliver a notice required

no be delivered within 24 or 4S hours, the nuaice may be delivered in smiting by any other method specified herein and strait

be deemed delivered in tlte tame manner provided above for any rexponsive notice.

ARTI C’LE Xl t I.

TERM OF AGREEMENT

‘Utia agreement shall remain in full force and effect as no dte Oil and Gas Leases and/or Oil and Gas Interests subj eel

hereto for perloØ of tin (6) mootlti gIler tlte ta Oil and Gsa I,coae, or eatent ion or renrw gt ttte,eof. witltin it,e Cqnlraet 4reo
orb termmnnued. the pert..a _l Itt .J,,_l,.d hal,”’; prw.idod, hue, er no perty hereIn shell a’. a’ he euaotm,.d as h.’rt..g a..y nbht,

oehterei a,. Lan,’ Loan —‘ o;l and Cat tnt_st ennmeihatJ h,.,.., ,,th.. to, b _,,.. d lb. I,,... ,,fthi mIt

__—eortintricte.g,arye’woo:ia,.dCeoL..,.,,i.bj_mtathin,,__,..,t .,.,,t,.__nt:,_J’.n

force so to any port of the Contrat’t-Aresrwttethcr by prejLetion. , ec. ‘‘al o. othcn,S_.

Dprtinl”r2 tnth_...’,,,tth,,s,’jldeso%b.d—inett’t \‘t,’,a.a_;.ub,a.._t’’Jlddtitdusderanypro’,inion

ef thin egccnntnt, rc,t.lu is the Cemplrtiun of I s.dl en — ._it oupahi, af p.adLoti—1 at “:t -..&‘e C— i ..rY..B

,,t,atdti,.,,thL,5,,,,.-,entshtil.,,,.lisuainf aL,5e.t.a,oh’’iiL.spahl._fp.oJ..rL..,....dfo._a

.ddit;_..aip_,:,d,f_Ja,_th.,,Jl_., .:‘d,h—_.. i”,p.n lath,r,,li

,Jdilie,ti _,:ad. o.,no,,,r,. af list perri._.h_.moa,__,5a5d in J,3iinal, fler,,d,t5, D..e...:_o. Eid.tou_ki_w

Piu6gn4 Bad., lenin5 or attmnpliug “ nmpl_t.. a, fit oomrl_t a v,’ ‘I tt. h__an icr, thin urccmctt nitell

ucqtti.ut i, f,.,,_ aid eu_h ha.’. h_._ anJ if proit_miot n.,alta h__from, th_ gr......_nl

sh_llto..b._einft.__L.r._.,d_4h_,_,,. lath... ttha”_llJ_._.h.dit,’.rti.la’,’t.,5..,,, ,,n,,..bs._ent..il

d.;ti4 h. etatd ..,._ ,.aitn is 4.; kin, end a, ,._i1” h’ -:g Oil satd,’ar Ca. f,o.,, tht

a, a t.,.., .__, ut., .........s tneti I tent usimIt J..tttn, U.’_.mIt..4. ,t 5)05, L ,,,.pt.Ln5, II,.

eomplrtit5, Piaggiog Back or Rr’mhin5 operadean me e.mmeaed x.thi.. t,y. from’41t

“‘ of h_,.”nan...’ af ,01a ‘,‘baj.,,..._,.t’ ft .a_h ,Jerccea shall mean either Ii) t dcctnn hy all parti_n

not to c endaci my farther ep craliont on the v.Il cr (ii) th. .la..n of ItO 4., — fro... abs aw.doet af e..

opee.ti.,.t n. tht ‘‘.11,’’ hithu.., fi.,t oca...

The termination of this agreement shall not relieve any party hereto from any expense, liability or other obligation or any

remedy therefor which tao accmed or nitached prior to the date of ouch eermination.

Upon termination of thin agreement sad the satisfaction of all obtigations hereunder, in the evena a memorandum of thin

Operating Agreement has beet flied of record, Operator is autttoriccd to file of record in all nrc000aty recording offices a

notice of termination, and each party hereto agrecu to enecuae such a notice of termination as to Gperatot’a interest, upon

request of Operator, if Operator has aaaisfied all ito financi nl obligations.

ARTICLE XIV.

COMPLIANCE WiTit LAWS AND REGLtt.ATIONS

A. Lawn, Reatita lionsa od Ordert:

This agreement nhnli be subject to the applicable laws of tIre state in which ha Contract Area is located, to the valid mica,

regulations, and orders of any duty constituted regulatory body or said state; and no all other applicable federal, state,

and local laws, ordinances, mIen, regulations and orders

B. C overning Law:

Tttio agreente,tt a,td alt ‘tatters periaising tirrelo, inelm,di tsg int’l nnt limited in matters of 1terfor,nance, ton

performance. hreaelt, retite dies, proeed itres, rigitto, d ‘lies, a id in terttrein Ii oti or eonslrstet istt, olnalt tte governed a sli

determined tty itt e law of Itt stale in wit iclt Itt Contract Area is lam tetl. If tlte Cool raci A rca in in iwo or more sIn in,

it,e law or tt,e slate of Idol’s sisati govern.

C. Rrgmtlotory Anenries:
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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, privitegen, or obligations which Non-Operators may have under Pederal or niate lawn or under rules, regatntnnns or

[NI) OF PAGE 16
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36

37

35

39

40

41

43

44

45

36

47

45
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I orders promulgated und Cr such lawu in reference to oil, gun and mineral operations, including the location, operation, or

2 production of well,, on tracts offsetting or adjacent to the Contract Area

3 With rasper’ to the operations hereunder, Non-Opctators agree to release Operator from any and all lotsrs. damages

4 injuries, claim, and cauaea of action atiuing out of i trident to or rrss ti eg directly or indirectly from Open ‘sr a interpretation

5 or application of wtes, rulings. regatetionn or ordern of the Depanmest of Energy or Federal Enrrgy Regulatory Commission

or predecessor or rjccesaor ngmces to itt estertt such inteqrsetalion or applicarioct wet made in good faieit and does no1

7 cnotute groan negflgence Each Non-Operator farther agrees to rrtmhorse Operator for ouch Noe’Opcrator’a share of

3 production or any refuttd. rise, levy or other governmental sanction that Operator may he required to par as a result of such

9 an incorrect interpreuson or app3catstot. togerher with interest and penalties thereon owitrg by Operator as a result of such

to incorrect ieteqrretation or .ppticabotr

ARTICLE XV.

12 MISCELLANEOUS

13 A. Etecittion:

4 Thin sweanest shsll he histhsg 5 pat each Non-Operator when this agreeon eon or a conotrnpan thereof has bees

II esecuted by such Non’Operator and Operator notwithttaeding that this agreement in not then or thereafter nerated by alt of

to the pasties to which it is ordered or which ate litted on Exhibit ‘A’ so owning in interest in the Co.tlnct Area or which

Is

19

20

21

22

23

24

25

26

27

28

35

Jt

39

40

3i

45

36

47

48

49

$0

St

$2

53

54

55

56

57

Sn
59

So
SI

62

63

63

65

66

67

St

own. is Thea, ant intenes ic the Cucarset Ann Orer.tor —, h. or. b, inlet, asic,, to all P’s., 0, ...non ..hn hate

h_,,,...ubm,.,Jbth,,.,0......_,.tatefn,es,,.d5..... nI._.,im_rt4ee’lott,.__malarJi1anj,.’tttL,il;al’.9’jtbjti,.. a

a5reenn.,.5SO,...’.. n’ di.ornttd_tennn.utl.atth.,e,.jffia..’,..,nii._t.i..jrtif,,,.,,,.,.,,._,,._,.t.,f

a.:tprg_.ti,... Lthnr.-_,lpfeu.hat....i..itio,.I’yO_._Ior,allfjnherthligaaio..t_fthaaneahenu....nhjI.m.t

I, S ,a)t I... ms Is th, j,nt any Non Opnsoo—4sas—e4’ a,. .. prsp.id any then of dnillin5 —, athor onsta

horeunder, all —‘ma a, ad’. .,,.n.d ,h-tI b- r_Wn.d ta ua,,lt N,,,—Operatee ‘ thu i,.L.,,ut L. tht . mu Opnt,. ‘r ro.,..d.

wish dchhhws”epes4ioes—fot—-4he—Isiuiai—Well—whhseoa—4w—etmeer.. h...__.f by ill ,..._ort, lSt_d .... E.,hb3 A’

e,r,,nt,ontin5nt,.....tinuanh’’.,l!05..-tn.A..1t..J...., f,N..,01_.,ta..”th..,g.aitoalt....aai..ara,.,Jfsvth,

Initial “.11 ‘ -h s_ph ha., b_on chorded to ouch partn J, I.. hi. —gr enl if such pms..n had .,.ee.aJ—dt_ satne and

Op_rator shall re_-c dl r...,s.., ‘‘ftinh s..ald h— a be_n e_t’. by tucds’pecsersusuhec”ihis—.grtomtns—4f unh ._,, s.. h.d

eweeuied4he.amnt-

29 it. S ticeesnorn and Aanigsn:

30 This a greemett shall be binding upon and shall inure In tsr benerit of the panics hereto and their respective hei n,

31 dcvi seen, legal representalises. successors and assign’, and the term a hereof ahntl be deemed to run with the Leases or

32 In crests included wthis the Contend Area.

33 C. Cosinleeps CI,:

This inutrument nty be etecutmi in any flu mba of coantespans. each of which s5ati he cossi.ierod an onigtr.al for all

purpolen

35 0. Snerabilit.:

For the aiqsoses of asauming or meeting this agreement as •n executory coottact pursuant to federal bankruptcy law,.

this agreesnert that: not be seserable. but rather must be assumed or rejected in its entirety, and rite failure of aoy party to

tltis agreement to comply wish all of its financial obligations provided herein shall be a material default.

ARTICLE XVi.

OTIILR PROVISIONS

‘U ‘is Agre rmen I altall be sabj ret Is iha leertai 5 P aeiiripatinn Agreement dated lie Jan narY I. 2052, between A hi ‘dabs.

I.I.C and Bridge Enermy, Inc.. et at. r nver ing Ihe hiliom and lismitlon Ares, If any prosisisn of thu Arnmcn tin in cott flint vs ith an,
pros joins nf tsid Participation Agreement. nbc prsvisiooo of Ike Parliripatisn Agrermest ahali 505cm and control.

Nolwitt,ala oding anylt.lng herein in tire co nlrary, if Any Iravisins of this Article XVI us it conflict wit. Articles I. 5 hr,to gh

XV or thia Operating A greesseti I or any Enit iltil to d,ia 0 IteratIng Agreemetit. I tin trovisinnat f him ,hrtieie XVI sitali novern sod
etinirol.

A, PRIORITY OFOI’ERATIONS

I. Wlten any welt ttaa trees drilled to Is a,ttlst,rited dnpl I’, if the Consenting Parlies Is tie drilling of atielt well

Cs ‘tool mituitally agree ‘pen Ilin rond net of fttrtt.er operants.. ilic tItera lions prtlltonrd to be c nnd,sete d a hall be g tverned Ity the
fotlttwin gaeqttettee of priorilyt

(a) a troposal Is do addil ional logging, cnring sir testing of lIre open lisle; Ilsen
(b) • propoanl It atlem Pt let crian plete the well is Itt ttltj cells-c forinsa non; Ilten
(ci • propatal Ia piisg Itie well back sird In altrsspl a cttitsplellsn ins fisrmalion above or below Ike objerlive

formatioist Sheen
(d) a proposal 10 deelten the well; then
(e) a prsposat 10 sidetrs ek sIte well: I lien

(0 a protoial 10 pIg and abandon ilte wetl.

No party nay prot, ole any open lit n wills ret peci to soy well tinder 11th A elirle Ii) w hilt Iltern it pending a prissr proptinat In r any
tipersi ion rrtperting ntartt welt mItt lit. I proponal ii w id,d rawo or tertitinat es or tins 1 the oteraI ion rosl.tiqt Is ted II, rreby lit, bees
completed or (ii) vsltae It ieee lain progra sany operati nit to ,i,cl.wetl saslil attchi operation baa been completed.

2. If. aI I he time the Consenli trp Pan ica are cn nsidcri sg any of the s bose proposals, th, hole is in such a condition

tlsat a pestilent Operator ..oold not enndocl a proposal(s) foe fear or plnciag Ihe hale ha jenpardy or loliag (he same prior it any

.lleospt to ctmpl.le thin mdl in list objentis e In rtnntion. I hen a Isespolalil I shsll nol be gb-en the pr nity aei roe, h aLms e. If addiliotsl

loggine, coring or leasing is conducled. ii shall be done at Its. sole eisk. cool sod etpense of the Parties participating t Iteecin. mba shan

lteres potaihtte for a fly damge Is the welt be re reoalling rrom act. citing, including the re’dri]Iing tribe well if oecesas ry. The Non—
Cossenltne It. ety 5 ostie hi additional evaloalion ahsatl not Ire enliil.d no togs. i,tforn,ahioa or dais retitlting rr on su,c Ii tents.

SURSEQUENT WELL PROPOSALS

I. Other Ihan the Inilial Well, any paely may satsmil n peopooat to deal a well rPenponnd lb elfl in the Contract
Area. Such penpotal ilmll 1w made in writing to ihe other parry or parties and nhall be accompanied by

jay -h definition or abe ezploraainn objetaisen, imclttding horizons and d.pnht:
(b) TIte si,eface and botin m lint. Inca hosts rise tire vs elI:
(c) Land pial ‘Itowing lticsii,io of heaieal
(d) Oilier inlnrmalittn in t tililtil e loran l’rolsott d IVell t ro posal;
(C) TIte estimated cnsia fnr drilling tie IVell, itt I lie Iortttn F a propoaed APE tlseref,Ir: a ad
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(0 Drilling Prognosis.

2 TIrttiiiig parties s hail ha venperio d of liii ny (30) days afler rereilol or tilt’ Proposal in wit jet, lo ma be hInt
3 pariicl patloo election in lie Proposed Well by resnrnin 0 I hr Operator Its eleclios and o pproved APE. I r a Pa roy elerlin ol 10

parlicipate in the I’ro1tosed %VeIl or miii In timely nntirv Op eral,tr of its election within said tltirly (30) days of retnipt or ‘tIC Ii
I°roposol, hint pa roy shall, by ouch el erlion or in,rtion. lie d critic d n Non—Consenting Party and a isll ‘ave rtsrfeil rd wit hltutr Cr otlrsr.

rnnipensation or rei,nhlsrselnen I or ross,. all or ito riglsis. lilt r and inieresta in and In tIle Pro posed 4Vell a nil all Oil & Gas to crest,
6 o ,aocinted will’ lIt e Prnp,toed Vell as provided in .. nine NV I. P. l,cl.,w. In lIlt evenl Itt Iniliat well in not drilled within the lime

7 frames provided onder this Open tin gAgree mrnl. I lie Vell l’rnpnsn I shall tsr considered as I ilnogil ii Itad nner teen Inn d e. Any rondo
ron,, rUed In tile Operalor hiatt 1w eeltlrtled within len (tO) I ithitneas days or lie eoptrahinn tsr I he ninety (90) day period snd any
in Irreol forfeited shall be relotrne d or nsaignrd bark so sIte Non-Colt cenl ing ta ny, — — -

Ia 1. No more titon Cone (4) well pnpoaai, may be ottotandingal an, one time. unless ilk nat, lacy 10 sooner

commence driling operatinnl 00 alIt her well (0 present one or 05 ore ‘coin, a salbry- an napreos off-oct welt oWigalioa. or farnont.

12 3. For site porpoats or (hi sArli dc NVl.O. proposal ii no longer eoosidered onlalan ding when a well hat been

I) Compleled. abandooed. or drilling operations arc 101 commenced wilhin lhe lisle period allowed for proposed operations nndcr this

14 Oloeraliog AgreemenL

C. ADVANCEMENTOFCOSTS
It

‘7 I. DRILLING COSTS

I)
Operator shall rrnm lime In time rail for nod receive from Nnn’Opera loin, payment in advance of Nito

19 Open Ion’ nitare of Itt eotimaled toll to drill say well I, is lots! depth, In conduct npen bole seslo, I herein, prior In a enmplelion

23 nllempt, md to plug and abandon satoe ma a dry hole, wltklt right will 1w exercise d by onhmission to Non-Operators, of an AVE sad
in’ oke for No n—O peraton’ share thereof. N on-O peraso vs ,hsll. with in lit irly (30) ‘by. following receipt of Olwrslne’o Ins nice s ad

— APE, deliver 100 perator. Non-Otteraton’ ottare or lie I avoire and approved APE. FailItre by any Nos-Opentor Is limely deliver its

22 share or roil and approved AVE shall cnn,litn leant teflon On not partieipale in (be drBlisg of sort, well; and in lb eevenl onrb wet! is

23 hit Initial Veli or Sobsailule Vell, (hell Non’O pen Isv s ugh be d rented to have forfeilni. wish 0111 recount. alt of it, rigltt. lisle and

in lerell in and so the Conlrari Ares or in I ‘rev cot our!, mdli, .ny well oIlier titan hr I nilisi VeH or £tslttlil nit eli rSnl ,sr,1lten
Yteli”) she tern, or Anicle XVI.D abstl apply. Pen per adjttalnsrsls bail In made between ad vane ci and atltoal r.penses. I, Ilte end

Ihal Nnn’Operalon wIM pay oniy its share or arltnl rolls.

2. OTIIER TIIAN DRILLING COSTS

18 Opera lnr, at ta dinerel kit, may Cr5111 lisle On lung it ems nd and rrrelvr rrtllto one ii eloltre or l)te nI tier ito rties
29 paym ml in advance nf oh eir ms pecli cc shares it fI lIe esti ala led asnolls I of lIe esltetise 10 tte itirosrred in opera tioioa prnpoaed under oh is

io A greemen I Article VI. Operator ‘ball nit Itioi I On tacI, soc it itarly. ai 01mg will, writl en notice or the prtlp osed itperal ion. as A FE

3
itemizing sse1, enlimated expense, I age, iter nil II an invoice for lx 0110cc thereof. Etch arty shall pay to Opera lttr ilo Ira porlianate

sltare of suril eotlmalc w lilt in he lime frame iambi ded for delivery of luolificalion of onid I’nrty’s election to psehic iptlc in the proposed
2 opernllon. Failure by any Party In timely deli ncr ils share or wid ci litnated Ca tOt within said time Ft’anie ‘tin II e nsisoill tIe on theclion

33 itt not isnrticI’pa Ic iii such operations. escelit Inn in the case it r ci ertitins ‘under Article VIE.

I). NON-CONSENT TO DRILL WELLS
35

36 NoIwil lists nuling s nytlilng In 11th Oiler. hog Agreenseit Ito hue contrary.

37
I. Article VIII.!. digIt 0111 0 lily l’s ally l’s ny’ selertio.s ‘10100 join ill antI pay for tite drilling tsr a well on a Ctlfllra Cl

38 Area.
39

In lilt event ally I’ trly elects not ho drill any well, lilt No n’Consenolng Pt rly shall, if noel, well i seolnit ned as an oil and/or gas well.

3
i asnied inlely aooign on olte Consenting In roes, all right,. litle a id in Irresla inn od In I tIe well and welllsore, intl tiding, wit his,,

limitatIon, all prod ‘elms and revenues relaled Ilsertlo. ‘II eq tlipmrnla nd racilitlen, iseroonni properly, righils of imssgrrss and rgresa,
42 surFace srress and use, related I ‘ccclii.

3)
Sticli tisi gnsneiti sits II roltveyn It rights hoelween list altrfnce and I he Itihal depl I, drilled i nsuehi well, pits I hith.0 feet.

2. In tlte ccci’s 5 ny well it not rt m iltenrr d — lit in 915 daya of proposing snc1o well noid II iernartnr drilled In ii,

46 authorized deptls, or is timely ctsm nseneed and lI,erea Fhrr drilled I oil, nu tltorieed deph Is Ills I it llserearler pltsgged and abandoned as

dry hole, no aasignment by the Non—Consenting Party a tall tie d tIe.

3. Article VI. Is.). will no, npldy Its any np cr0 Ii nil wltiril is slrreslary 10 lierpeltla It an es pi rio 01 and Gaa I rose or
49 in Irreol therein OC to iteniselil ate or enrlsr igills in nsd 10 n knot ittlros a nh I ssarsrsnnui I or oilier to pinra intl 5 grtetlteitl, iorlssdi tlg nil

so nisern lion reqotired in ‘I.e en nh ntinli 0 des elnpmesit provision or n lease. rant’ 0111 Or ollter en ltiItrnh ion I greement (‘‘ Req., iced

Opernl)os”). Irany Party nicest son In parlieipnht too Require d Oj’rrahion. lime Noo-Cnoaenlisg I’arty wit) nosign In lite Cnsientillg
SI Pa dies I hal ponios or site Contrar I Area(oi aloe I rnroh in Arlicie S I. NJ. below.

53 4. Nolbing herein shah eler b eronslrne d so as 0 require an otnignmmol of any Non-Consenting Pony’ sintereal ins
producing weB. or any land or lands in (lie conlnet area perp elseated thereby.

55 5. Ann ass in ment shall not reline the Non-Consenting Party from any obtiga lion. liability or res ponsi biiily

56 thieretoFsreineu red.

F. NON-CONSENT TO COMPLETE. RflsORK. RECOMPLETF,, ISEEI5ENING, SIDETRACKING OR PL.I:GGING
58 BACK OPERATION
59

I. Anirte VIta. Option No.2 tItus apply to 01°c ronplelion oraii ovelin.

61 2. The provisions of Arhiehe Vt.1L2. sltali •ppiy 10 the Reworking, Rerompieteing. Deepening, Sb eicaeking and
62 fltiggiog Back of asy well after il has been drilled I Oilsau Ihorized depttL

67
3. In the menl a Consenling harly In 11w drilling sod Completion of a well elects 001 On parliripase in site

— Reworking. Recompleting or Plngging Hark operation for sorb well. saW party shall be deemed to Itaver dinquioi,ni In the (onsentin
65 l’ansies In the Reworking. Reromplehing or Ploggiog Back operation in said well. who shall swn and It. entitled I 0 receive alt or ‘ant

65 Non-Consen hog Parr?, n lereot in site ha well, its leasehold ohseraoisp righhs nod share or produrtion therefrom. insoFar and only

67
ineorte as il genus, 101 heanne Sr nsnnnw hielt ire being Reworked. Rerompieled or low bich ihe well is being Pisteged Hack

68 4. If porous nI to Aroicit VI. 14.2. hereos. less Ilsaita ii of the pa ntiea elect ID It roicipa he inn pro pooed ft eworkiog.

69 Deepening or l’l isgging Hack a perntinim • and if sough, o,seraltsn does not eel till in ilue p radorhisis of ityd rnrorhttiso incotimsnerciai

‘ qtinntities. or result Inn ronpletisto 11101 cetoet lo isrodilce ito coltiltsercisl qnttiltlics prior 10 ilte IlItoetI wh,inhl (lie dstnsesttog aeon

are fully reiinb ursed as provided in Article VI. Ih.2., (lies. oslwimits landing a nyitung in Inn Opernoing A greenten I Is lilt ennlrary, Olte

party Or parties wit o dccl not to participate in tilt II Reworking, ileepenissg or I’loiggiltg Ilnrk o iteration shah lies eel hetras be
72 respoimsitsle Fur itieir prop orlionsie ii, are at tel Ford It mu ibi I “A”) of Ilie roll ID plug and abandon l.tch wetl and salvage tile

73 equipment I herefroitm. except for tile additional lii Isgeis g and nbaodoimns ent or salvo ge costs llta lace caused huy I he Reworking,

Iieeprnin g or t’lt,gging flack opeeslion In which the pa roy or parties did 1551 itnrhirt’pt he and a ny excepoiutssa I espenses altrihiot to Isle to

well cusniruth incidents retit II ing Itirnefrons: lilt eottsentisg arId allah tie solely responsible ron sllehia dditiomiai rosIn.

I - Ills—
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F. DEFAULT

3 I. If any Party, inctu ding list Opera or, fail, to pay its share of any cost wit iris ii is olsligaied Is, pay itsider a fly

4 provision of titis Agreeiisent (“Defaulting Party”), and if ouch defasil iconiinoea fors period of fifteen (15) days following delivery lsy
a fly of hit oilier I’, riles (‘‘Non.Defattiting Parties”) of writ testis slice of stir!’ deft lilt to tie ijefaisiti ssg l’s ray. Ilien at any tine after list

$
en niration of such nntice period. iite Nois’Iscfastiting Panics, ball be mulled 10 list following remedlea:

7 (a) Tue Non-Defaislting i’arties may suspend isy written nsslice, any or nit of the rigists sf tite Defattiling
l’ariy tinder tisin Agreemen 5, williasil prejudice to tise rigist of! tie Na n—Defastitisig Parties 1° canli nsie Its en forte site olsligatisns
of tile Deft silting Party is nder it is Agreeissenl. list riglsss of a Deft st sing I’anly Itsal may ise ussopended lseresiissier as list

9 election of tise Non—Defasst hog l’arlies ‘isa it isicist tie. wiltiosil timiiauion, site rigist 10 elect to pan icipate lit any
10 opera tins regarding i tie well so w itch list defattlt rela in, or any ott ttocqstcn I ispera Otto tsro1sostd ssader this Agreemesit: and

II
(b) TIse Noo’Dcfaulting Parties nay take any action to wisicls it may tse entitled tr pitrasie any remedy tat

2 collect ttie nmousls s• a defaislt, togeltier wills alt d tsnagea sit tiered by tlse Non’Defaisl log l’a rties as a rca till of i lie deft sits, plus

13 in teresl trcrssl’ng on itie amounts rective red from tlse date of defa tilt mail ttie dt It sf collection at tlse rate specified in tile

3 Acrotsn ti sg l’rocedisre logei tier with reasossa isle asloroey’a fees sod csssi rI costs rein ied thereto; tsr

5 (C) TIse Non-taefaislting Panlicu may delIver a —. rules notice It, tilt llefaitltisg l5arty at any lime after the
6 defa sill ticciara witit site (stilowing effect:

‘7
(ii If tue hilling is for the ctmpielion or rec osistste tion of a well, use

It
Defastl sing I’ariy will be deemed conct ossively to Isave elected nol tt participate in tise ssibject

19 tipern tiso on dee Pa ragrapis Vt.h5.2. 5 Isove frons the lime of alse billing, st ntis ted Is list tiefaitl I

20 sod is be a Non-Conieoiiss g parsy wliti re peel lis crest, ootwilttuta nd i ig any election lii

21
partiri sate ttmeretofore made,

22 (ii) Until use delivery of such nolice 10 liie I)efnisll ing I’arly. site Defa il lung
23 i’arty sttalt bate hue rigiss to cssre lit defasult by paying the siopaid Ititi ing(s I pOts interest at lime

rate tel fortls in tti e Acctisinsi’og l’rocedure. Any interest re linslo islsed sirs ant to tis is
— i’aragra pls olsall Ste ow ised by the Ntto- Defa silting l’arties sorts ant to l’a rt gra toil Vt.tt.2.
25 t bttv e, and tile Non-Deft siting Parties sisalt be liable to con Iribstle its slsare of i tie deft tilled
26 ain005

(iii) Tise Operator un belsaif of isle Ntm’Pefa to hog Parties may redstre any
and all reveo ties, if a fly, at trusts ted si list Defantl hing Party’ linterest isy the assissutnl ‘n deft itit

29 pi is a’s yinieresl cissrgea arcrlii’og on aitcit defa sitting amotitlt as prssv ided is i Ite Accotsnttog

30 I’rscedst re.

30
2. Noiwititsts nding the tot tier provisions of I us l°aragrals is, if a Party fails is say part tsr all of i is sisare of cosis

32 ltcresmndcr tsr catise of a iegilima ie di sagreensess I as to list a ppr015ris lesiess of part or ail of list billing(s) in q tiesli’on. and if saris i’arty

33 nit k es one is dint gceennenl an d list groan da i tierefore knsow 0 In tile outer Patsy in writing pri,tr lii tlte date dale if sntch billing a od
hoist ly lenders pay itch t of all isndispsiled anlo’tn is. Ill en asicti Party auth 0551 lit utdij ccl to Secliss I. (a) or I. (ci if tisis la ragraptt.

3. Nolwititsta ndiog soyt iting in tisis Osera lit gAgreeme sit to list contrary, in Itt event a Defastitiog Party ft us to
36 pay itssttare of coals wisicis ii is olsi igated Ut pay ntnder any 5srttvioiltn of ottis Agreement withisi fifteen (15) dtyo after Defaulting

Party’ sreceiost Os f nol ice of snsc ti fail tire to pay, list 0 pert br, 51 ils sole siiscrelion, may willntiold frsoist s Nsso-O sera Ion’s isrod sirtino
revensiesreitled to any well Operatsor operates pat rotsa 01 to Itte Explttrn i isto Agreement all nccrnsed ltn1taid least operating expenses,

31 past disc balances, and srcrsieti unpat’d captions alltsc tied so any weli Opera or operates on lsetiatf ssf a Non—Operator p tirsnlan I to i itt
39 Eaploralhon Agreement.

40

31
C OPERATIONS ON PRODUCING VELLS

42 I. No well producing is paying sittantities shall Ise reworked, recompteted sir deepened, sir plugged and sbandttoed

43 wititsitt tIme consent of all loarlt’es. esreist lisal a weli prod ttcing i’s sayin gtssantt’t ies may inc ‘‘bared” or oh tierwise stint tila ted for 11°c
ptirsoses nf enltsisci’ng cx istisig prodssclhon wilhlt tue cois seal s.f stir Pt rues owniisg 0 rreprese nliog at leall 60,00/. l’erceo sage I sileresls’n
list weil.

45

46 2. The provisloso of Article ‘l,U. will a ply to a nrnptsoai by any Parly d esirims g titn Issnes r mttre prssdttcims gzsto Cs

willtist a well Itt ‘‘frared” or otitens ise stisiottlaled for lotirsoocs ttf essttsneiog cx is! ing prodsseliost. Es rep las set fort!, in I’srt graitti I.
above, any stir hi proposed stimstiation of a proditcing well osay 1st performetl ii so approved by site i’nrtiet owolog list w trial a ginleres
nsitcit well or zone. Tue Parly tied ing not lit participate is the II imtslaiutin effort will se deemed t Non.Conseotiog Pariy and, as to

49 sstclt stimtita lion, stilt be sssbjtrt to the penaitita otherwise provided in Article VI. 11.2, (a) anti (b). Tise Cosssenli og Parties us I tte

50 atiniisialiois effort will not inc ha sIc in da onages to tite Nos.Conteoti ng I’ariy, if, as a c000eqiseisce sf tile a tempted stitnomtstion, tite well
tsr none is damaged, Inst or destroyed,

52 II, PIPELINE AND/Ok GAThERING LINE CONSTRUCtION

53
(a) F or tacit weli wilisin I tie Coistrarl Area, rant party sistil pay its proporlissoal r sisare of all pipeline, gal herisg and

rein ted fa citities costs c onstritrttd witisiis site Contract Area,
55 (b) if any l’anly elects, in a a operalios ossi covered by Arl idle VI, iii constrlsct, operate ttr pisrcltasr, str join In the

56 ct.otlrttdllo n. opcratittn or loll rcltase of a pipeline a nd/or ga litering line to Ira niporl is rtdtmcl ion fran, bntt toot within,
tise Coistrari Area. list’s sssnli i’arty small isolify list otiser l’tnlirs ftirni’siting all scrlineol costs antI informalistis, list
Pa rtien receiving sntch no tice sit all have tile righi to nrticils ate in lb eroostrtirtitsn, tiers lion and ow nen hi1, of sstcls

58 pipeline tisd/or gnatieciis g home by assluiniisg tlstir prosortiooa It sisarta of itt obligations and stying use costs
59 allnilsittable tlttrrln.

60
I. COST ALLOCATION

61

62 Notwiliustaisding t nyhis ing so list conlrary rsis it med us Ihie Operating A gceensen I or list Accsisnling l’rocedart attaclsed

63 Iterets as Exhtihsil ‘‘C”, lime follttwiog items nltatl nsa 1st cstnoidered within Itme category of a dinisuistra live overhead:

64
I. Ail coni sod es Iscooco f,tr stssts ide atltirneyt and til lease brokern loctsrred is I me a cqtmioitistn if Oil and Can 1,easto

65 and examina i ion of a sd ctiring of lilies.

66

67
2, All otitss’de fees for legal, geologirai, gess1sitysirai, eisgi neeriog. drafting soid resrod tschive services aol d tI icr

nod cx pcnsea so in corre d in connection us itls Ihie preparation and prescnsasistn of evidence and extiihtiis and ia odl iag ttf a itplicnl inst to
68 and Itearings lscfore any governmental agencies or regntis tory tidies,
69

70 J, DELAY RENTALS,OI’TION l’AYMENTS AND LEASE ENTENTIONS

71 Opera 1°c shall sssbmil to tite parties re st na of Ihe snonlitty delay nenlal paymestla 0151 will 1st disc and pays Isle an leases
72 stslsjecl hereto at leaah 60 days in a dvanceo f s mcli Isnyssiets Is tteing dome, together st itis tlte dlse da Its for sot cli pa ysosents, 015ersttr’n

73 rersistinen da titns for tise paym ens or nosl.lsayisscis t tisereo f, a sod a gtiserti d rsnri’psissn of lile Is odo rssvcred isy tame .A1s a ny may elect
to terminate Us inheres I in n leate or leases Isy only id ag st nillest aolice Is Operator and all oUter Isantien iscrettt Ilsest iswa ing so islercot
in said lense or leases, to lIst effect stat list no lifying stray wilt 501 Ixantirilsate in the next tississ’ ag delay reislt t payissent wilti resstc Ito

I -l7c—
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noel’ ieaie or lenin at leani 40 day sin advance of inch payment’ being dne. Failure In noliry Operaior a nil itich oilier pa rile. of

party’s election at least 30 do yn in advance of ihe rental paynien I dne date shall be darned an election to pa rtirip.iei n payment or

reii lain. It ii a fly lime a pa Fly deem not to 110 rticipate in payment of a dela yrenia I, then lie ii oclien decal ng In pad icipale in lug

3 payment aha II line he right to assli me I heir renpeclive propocll noate a hare, o F I tie Intercom in lie affected tate or I he p any electing

4nonnnpactteipal t by providing so eiilen notice to mIte at tier part icipa ling parties a nil Opera or wit liii, to day. after receipt oil lie notice

of a party’’ election not 10 participate. Fail one to provide ouch nnlice ahalt tie ‘termed an election not In nato mean imilenes I. In the

event t al attee airlm elecn an interent in lie afferted It ate remaIns hat has fbI tmeen aol tinted Operatic wit bin Is Ii auras halt
6 ontity hue participaling parlin, so In nov dcci to aano me it, tie ee.tiecti a. turn podia flout shares of tech remaining interest by pen. hUng

sodit en notice witihin 48 morn afuec etceipi of notice of It ue inter nit hal is avail able: failnre to pm,We such notice thati be deemed an

election aol to ant nine an additional iolemt. If. after all Ii ct telethons. an inlernt remaimn that hao not bet noson med b yapar ly.

then, at Opera br’s ‘ole dhenel ion, tie Operator may elect tuber to anon me the remaining iotcrnt and make the del.yrent. I payment
9 or elect not in make lh enento I payment and allow the affected cane on Intea to lapse ands halt notify all of lie parlie,,

to
A ‘any electing to terminate lta intereit ia a cane ne lease. ahall assign ito interest ihenein In the participating part len fret or

any oserriding royalty lnleeenla. net priG in intercom or oilier burden, or esen mhrances ailier ltuan tie tenor • n r,,valilen and any
2 h nrdens lb led on ahi hi lA”lmereof. Any anch lease or Ic ann oh, II be remos ed from the teems of tins Opera hog Agreement bot slaafl

3 be subject In the lermo or an iticotic at opera in gagreemeni torts. ceo tbe participating parlies soil h ooly lie intercom of I he parlieo

4 changed on Eahihil “A”.

K GAS MARKETtGN p OPERATORAND OPERATOR AS OISDURStNG AGENT FOR NON-OPERATOR
16

I. Gas Marketing by 0 Inera toe

19 Ira oiy ‘arty rails Coma ke the arrangemenmn oecennaey in lake iii kind or nepacately dinp’ite of its lienliorti anile stiarto f Gas

20 pendineed (en no lie Content I Area Operator stmnlI have tie right, hot noll ne alit igatino, to pnecliase nor It Gin or nell it In ottuera at any

lime nod fenm lime to I hoe. for he accoon I of mite attn—ta king party at lie muir price 0 btained for Opera t,,r’ a i tare of Gas prod ochan

— under no tenon length, (turd party, pooccttase or sales contract. Any tnt Ii liturclnate or sale try 0 pecalnr in ay lot iertninaaed Ity Operaltir
22 with a thirty (30) day pri or written notice to the owner of nick Can pcndnchto n. Ttie owner of nsoc Ii Can prndtucaioo shall, so uilh a di irty

23 (30) day prior so ripen notice itu Operator, have I tie right at any lime to, execcin rib eight In take in kind, or separalcly di, tone of, Its

24 alt are or Cat prndocmion, irovn’ded, Ii owner, Ihat aucit Can j,eodneti nit in not commi‘tied tinder a gao oaks. tea nnporta tiitn or

nuar keling cnotrs ct. Any pttrcliane nm ale my Opera tiur of any arty’s share of Gan nailer a gao naleo. Ira oopnrtatktti or no rketiog
25 contract shah be only for noch reasnoa bi e perindo of time an are cnnno’noena with, gao mIca. Ira ntporta lion tie boar keting contractn for

26 similar gal prndii ced in Ilie vicinily of the Contract Area.

2. Opera lute as Uio laoroi ng Agent

29 Siobjeci 10 the niglil of Non-Operator to take in kind 11$ utia Ce of pendaction from I tie Contract A rent.). Non’Operaior

30 denignatco Operat,,r at time agent of r1on-O peratoir to receive and din hoarse lie proceedn derived from I tie tale or ill tod ga. prodtoced

3
feonm I lie Coiitrac I Area at, intl oding, hut 001 Ii ntited to, dub nrnr men I, to N ion-Opera torn, rityall yawner., md pay nient of severance

and pnutdncti an lanes. Subject to provision. of the lien, iteiiri ty nod deFt itt provisions of tIbia Operating Agreement. Operator shall
32 r eotnit to Nn n—0 ‘era tori them proportionate nloaee of oioe Ii prarerd 0 5 iltuim, tInny (30) daya after the recei lit toy Opera 1°c of s nchi

33 proceed., lean not Ii Nnn-O0wra bet alsaice of all neverance and production lane,.

L AFE/COST OVERRUNS

36 Notwithstanding anything herein In ike contrary. Operalor atiall not enpend for any drilling. Completion. Remarking.

Sidetracking, t)eetbcning, rtning Pack or Reeompleiing operation an amonot in den, of t 15% of tie amonnt anthorined roe tIme

— total operation liy virtue of bite original or initial A FE without Gral submitting a Snp1dementat A rEt a) In ilie Non—Opera 101-ta) for

a pprovat. .nyN nn’Openia rreceiv ing lou cli a Siippl eioeoia t APE(s) nkall have a pednd of three (3) day. so ‘ic h I oeittiera pprove or
39 reject she additional eapendiltire (however, if a rig is on Inc. ion, every ntic It Not-Opera Inc n tall niake us l,eni dunn 10 respond

y within 24 Imoaral. Failure 0 respond shall conntitn te approna I. to the ese nt of nno-appenval, il lonbseqtieo I operation. condncted

41
pmurooao I to nnct’ Snpiotemeotal AFE(s) ‘hail be ‘object to the pnoviaiooo of Article Vl.B.L Operation. Dy Inn lisan An Partien.

provided. h owner, ‘hal ir a Non’Opentnr rejecln the additional espenditiure and the 0 pcratian icing runduicted ii a Reqnirnl
32 Operamuon. mid Non-u ice. or shill •ngn and faefdl to the pnrtka coolinuiog with the operation nIl sri In interest in ilir leases or

43 portiont thereor and to the formations nod deptlu c uvered itiereby which would be tonI or not earned if ouch npecatino b 000

34 canmunued. This paragraph shall aol apply to exp.odi lures by the Opts-aloe wliic hare me qnired In deal will, enplosion. fire. flnod or

otiter nooldcn emergency, so lietlier of tA elaine or ohilTerene natnre. tie operation. cc qitired to insinta in etie ink in a statue c,inditi,,o.

46 M. INFORMATION DISTRItOUTtON LIST/GEOLOGICAL WELL REQUIREMENTS

Attached hereto as Exhibit “G”, eiiaulled “ttifortnatt’on Ph tniluuition Liol/Ceologicat Welt keqoirenietios.” is asunsinary of

alie no lice and data reqnireinetotswlit’elu Operal nr here lay agree, to obtene and perForm with respect In cacti N nn’O iecatuur.

49

N. REQtJIREDOI’ERATIONS

SI I. tf a proposal in made for 11°c drilling, fleepeniog. Reworking, I’lttgging Back, Sidetracking or H econip cling of a
52 well or weltn or for any 01 tier operatluin propoaed or eeqiiired within si zinon tlus of the expi canon of aoy right and/or interest on bjecl to

tim Operating Agreemenl In order 10 (I) cnnii nbc a lease or I eaoes In force a ad eFFect, tie (2) ituahnta in a,tnihiae d area or any porlion

thereof in farce nod etTect, or (3) earn an interent in and in oil and/or gao nod oilier minerals which, maybe owned by any third party

or preserve a fly rights t osuic Ii inlereat w hid,, failing nod, opera inn. maul d Feveri In a third party, or (4) tom pty so ilh an order iansie
55 by acegi, tatary body itaviog j ,trisdietion over the premise 0. railing so huieli certain rigttla would I erinina Ic within a ic Ii peek d. any on cti

$ onperatinn nt,alt I tea” Required Operaaiott”.

2. Si,nimld fewer tan all tIer portico herd,, elect to psrhiripaae and pay their pcoporliioa Ic parl of ttte rosIn ti be
incurred in a Required Opera lion, any party or pan ien denining to pad icipal r olialt have Itie right to do 0° in I id as snoer provided

5 cehoewitere herein, at their sole cool, rink and es pente -

60
- 3. Promptly folios. ing tue canctanion of a Reqnired Operation, each patsy one panieit,aeitig hi mid Reqtmired
oh Operation .10,11 deliver to toe toanty or paniea participating io laid Reqtuired Otnecnlioo ao aoaigsme’nt of all of lhe right. hIlt and
Ointer cia of naid nun-parlicipa ti ng pani in hit portion of the t.n.t. and/nc o tier nightt and iniergal a audi are ma i’ll5 med. perpetna ted

63 or eanod an a rem II or said Reqniccd Operation. The right title and in aereol am igned and conveyed shalt be shared by the

panidiloaling parties in he pen portion that tIm e inter., I of each bears 10 I he total iatereat of all lie part i ci1unting pactien. Snch

assign meal oliati b eesecate d and delivered within thirty (3) days of I he condos moo of inch Reqmored Operation On each party not
65ehecii’ng 0 pa rtici sale and shall be hi a form accepla ble to I he pad icipstitg p. ny or parties, free and clear of any overriding royally

6oinleres t. prod nctioo paymentn. ionortgages. I ienn or oil er encutinlaranre 0 plo ced I tteretipnn or seining oi,I of I he ash ciii,, g party’s

67
ownership and open tiona nauhneqnent to time date of ttu is Operating Agneemnen t. baa othrc,o inc withnnt waren sty of I ilk, dat er express

on implied. The teases. rights and is aerestni n so hich nn interest 4 a onigo rd puin500n I to the ternu hereof shalt no longer be tat’ject ho
68 this Openoing A greene at. boa said lease,. -ighto and ialernta ‘hall he solely sobject I oasepnralc operaling agreement wt,ich

69 accurately re flees, the inledeaaa of the pa ray or partitni n II,. Req aired 0 pcnahmon. and so hich ia oihuena iie idrnl ida t to I hi. O1soraling

A es-cement. The — rib ten oilier a nd/or A FEs to’ niog Required Opera lions to ho. oent In I he panmien to r il ‘circler lion In parhici pate
therein at provided in Article Vt.WI, will he ctndy uaarked fir ideotifled a, a prapasal for a Required Otocratia.

73
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A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989

0. ASSIGNMENTS

2 I. Any Assignment’ mad eansrens, It or lorreilisre of Inherent, or an a result or Article Vt. and/or Article S VIto, E
3 and F sisal’ he free or an y overriding royally ml eresli. net proD interesis, hsirdei’s on production or any oilier horde no or

2. Subject to the pr owisiana of, rticle VIII is.. 5. fly p arty ‘nay tell or assign all or any liorliono rita inter tot in ‘lie Oil
6 and Gas Leases. Oil and Gas Interests, wells, equipment and prtdsscl ion iv ittsin lie Cottrsc I Area covereti by this agreement to one or

7 more third parties without list moses I of a fly oIlier party t,rrrts, provided that usc Ii tale sir ao.ignsnen I sIts II lie made sitbj cr5 so lIst
prtvioions or this Operalin g.greenen t nsd I Ise Pa rtlcipal iisn A greesnent Sn d tie itsird party ass estee or ansi gseti agree In tonisme

allrulitre otitigatii’na I terro ndrr. Such tale or tlaignnst’nts salt not be “odin g upon the oilier parties to I Isis 5 greement 5t slit Operator
9 in rurniohed —. jilt a copy or I lie Irga I iflstrtmment reid eneingauclironveyasce. Once is pa ny ass irsss an in terea I in stir CnnlrncI Arms 10

to one or more third psniea and tie Operator has been furnished stills nttice or aocb assienmesti as provided foe herein, then, idling
party shall hi’ e no furiher liability or obliga lions tinder liii agreemesl ,. ilh wi prcs to tite intern tan assigned except for those
oisuioading liabilities or obligations due and owine so anosher parl (a this agreement car time periods prior 0 list effetli’ e dale of

II the astignmenl.
13

3. In tdditb n, lose fotlowing laagoage aluaIl be added I oany ats ignmcnl or ron’eyaflce rrtsm any parlict:

15 “This asugament in made subject to. and ,ss ignee agrees to assume itt proporl iooate sIts re or all out iga lion,
lb and liabilities arising under the lecesa or that cerlain Operating Agreemcnl dated

_____________

. naming

I

_____________

to Operat tm Assignee expressly asaumea respossibit ily for, and ngren Is pay, perform, fulfill and

d isch irge its proporl ions Ic slsare of alt claims, roots. cs penset, ia Isitities and otttigsti sins aeerui ng or
to. tOte owners ttip. operation, maintenance, exploration. production. or development of the Lea in, welts and

19 eqstipmen lassigned herein, as to an prrlooto an or afier lOse effectise dale of shin assignment. including, w ii hoot
limitation, an eovi rt smental claim.. IV ithou I limis ing the genera lily tf any oil he foreg sing, .Isoignrr accepts
responsibility for and .grees to sty itt proimesiona Ic nhtre of all costs and expenses associaled with plogging

— sod abandonment of she well, assigned herein. iogrs tier with asrface reslosali on reqstired under applicable
22 law, she l.nsm or soy other contrac to aoaigoed I cress nder (Ihe obligations and liabitilk, described herrin are

23 referred loao hit Assumed Obtigatiosa.

-— ASSIGNEE SIIALI. DEFEND, INDEMNIFY. RELEASE AND hOLD IIA1DILESS ASSIGNOR. ITS
25 OFFICERS, DIRECTORS. EMPLOYEES AND AGENTS “ASSIGNOR INIaESINIFIED PARTIES”)
25 AGAINST ALL LOSSES. DAMAGES, CLAIMS. DEMANDS. SUITS. COSTS, ENPESSES, I.IAIIII.ITIES

AND SANCTIONS OF EVERY KIND AND CItARACFER, INCLUDING WITIIOUT LIMIflTION
- REASONAIILE AflORNEYS’ FEES, COURT COSTS ANII COSTS OF INVESTIGATION, W1I1CII
It ARISING OUT OF OR IN ANY WAY CONNECTEIO WHit TIlE ASSUMED ODLIGATIONS I5ESCRIIIEII
19 IIEREIN7

30

31
P. RESERVE ACCOtINT FOR PLUGGING OPERATIONS

32 In order to save aimrneienl fssndo to htsod t onseet plsseging obligal ions. Ilte Ottera tsr ntay charge I tie Joint acctsstn I. ii Cr tote

33 life if any wett(s) on (lie Costtrac t Area. for eoiisttated coals to plug sod ohs odon sod anelts (md tiding (lie costs Iii dc snails I itt Ioea lion
and reala re time surface nrc of lease stied in oil astd gas operati000 t (referred so herein as “A smtorsized P& A Charges”). These
Ansortized P&A Cl targes may not exceed twenty lltstusa nd dollars t520,00n.Oo) per well, Time intent of Ibis covenant is to alto,

35 0 peralor. in tlte latler ataget of lIt eecttnonui c lire alit wetl and/or lease. Ii ttaveavas’labt e rinds on acctsstn Ito condmsc I I’&A tiperot ions
36 in o cetrdance wills actual Rn itroatt C onisttiss Ion sir envirn osmiental agency) regstls lions stsd Ic nse requst’ restiento. Each party shall pay

itt proportionate share oft tie dItto of pl tigging and attn sttossmenl attove list Amortized I’& A (Its rges.

38
,

ADDITIONAL SECURITY PROVISIONS
39

40 SECuRITY INTEREST

41
The lies and oct51 city interest granted by en cls Non—O1terasors and by Operator In lIst Nttn—Operator under A nIne 111.11

42 shalt exlend nol olsly to sue Is Party’s rigittu, tille and in crests in the Contract Area(s) (wit icls for greater census ty shall ioclstdr alt of

43 cacti t’arly’o lea aeltitid inlereot nod leasehold estate in Ilte Con tract A rea(s I). ttse oil and/or gas an lien eatracled and etisti men 5 (as

mentitined in mid Article) ttssl also so all aecotssts • contract rsgtslt. extracted oil and gas and said eqimilim ens tsr whic It are Os sent itt
owned or held by any slid Is party in the Coniraci Arralot. Ftsrtlser, sIte lien asmd seeisrt’i y inserts s of said I’a ny nimall extems d Is dl

4 proceeds and produseto if all of lie Itropersy and rollasera t described in this ps ragrapts and Is Article VII. II as bring ltstsjens st said

46 lien and security istseres

1. LIEN ON UNEVTRACED IIYDROCARIJONS
38

30 I a addition to (lie liens sod nersurisy inleressa on provided its A rude VII. II.. cacti parly to I liii A gre esoen I, so tecnre payment

of its tltare or expenses incurred under 11,1, Otterating A grremrns, grants to list oilier party a lien on alt or i5s rights, title and interest
ow owned or hereafter acquired a the Cnaaraca Arm including, baa nag timised to, abe oil and gao I eates, mineral estates sod oatier

51 mineral interests oahjeci to this Operator Agreement sad any progenies now or hereafter pooled or unitized wish any 0r the
52 properties altecsed by such mineral interettt: and alt snseaec ed atd unextrac tnt so. gas and other h3drocarttost that may lie

53 produced. obtained Or secured from the I undo covered and attested by such nh oral interests such lien that he perfected imy rewording

in the Real Property Records of the coonty inwtd ch sit c acreage wi tttm ilte Contrarl Acm exists. Meinorandonu in th esante form as
the Exhibit “IC attached hereto.

55 -

56 3. CONTRACEUALRIGI1TOFOFFSET

a’ In addition to ihe rigttto and remedies afforded In Operstor punasot so the terms of Article VIII).. or 55 Law or
58 nequsity. it it tsnderotood and sgreed ihal each defaulting psrsy grants to the Operator a cnntractusl right of offset in and so all
59 money, trod uschion, proceeds frnsn the tale of prtsdoc lion and property nf every kitsd or character of sstcts tlefssthling party, stow or UI
60 any lime hereunder coming wittiin Operaiom’t cootody or coos rot. wherm never localed whel her or sot sit bj ccl to the stress or this

Agreement orany other agreement between Operasor and defsotsing party. Operalor. may, at its denim. at any lime and rrom lime
61 to time, reduce (or eliminate, so tl,e case may he) any debt owing to ii by soy deratdtiog parly by applying oocb defastlting party’s
62 mooey. proceeds or properly in th testslody or eonlr ni of Operator to the lasluoce owned on soch debt and giving ntieh dera,dtiog party

63 appropria It credil therefore. Any such amosusts on applied shall first he a p1at ied ta say past doe inserts t. if any. then so Sn) mob.

including attorney’o fees, in cstrre d by Operator in the collection or lie proceeds or property. and then to the ondertying debo. Is in
agreed and undentoool that Operator’ I coosrucs oat right of otToet ohatl exlend so s nd include all proceeds of prodsirt ion ass riha,t a Isle

65 to I sc defsuhting party fr om any wells in wit iehi she defaul sing party owns sal steress,

66
fr The lien and ueeorisy is mere. 5 granle d by each Nns.Oprcatorx and by Operator to tI,e Son-Operator to dee

Articte WIlD shall extend not only to omscts htarty ‘I rigisls, title and mt crests sn the Contract Areats 0 (which for gets tee ‘crux imsty stsall
t inclisde all of cads Sanyo Icasetiold interest and leasehold eslale ii, site Co nsrsct A reals)), tlte oil a sd/sir gas an sen extracted and
69 eq.ttpment (so menlioned in tsid Article) tutu also to alt accostnts. c tntrsct rights, exlracted oil and gao and said cmliii pmenl or wtss‘cit

are Os heran ise owned or held hiy n ny ouch party in tlte Contract ,rcsts I. Fisrttier. I tie lien and secstrs’i yismterest of ‘aid l’a ny sltatl
ettend to all proceedo asmd prodsic to or all of the properly and collateral deiccilted is ttsit a ragralsts and in Article ‘hi,Il as being

71 ottlsject to said hico ast d secitri’ty inheres

73
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A.A.P.L. FORM 610- MODEL FORM OPERATING AGREEMENT - 1989

4. RIGhT OF EXECUTORY FOREClOSuRE

2 In addition to all rigir Is nd remedien afforded Opernior ii rider Article VI 1.11.. in I lie event any deirl owing by ilie deft II hog
3 parly to Operator ‘Itoh eacced toy silo oey, proceeds or nnle or rrodriclion. or properly r such deraIling party an pro, ldrd in the

4ronlnctt’nl right of offset on provided in Paragraph Qi ho. r. lie Opera or may elect 1° proceed and foreclose the lien if Olleral or
gainot the intern I of any dcfnr’lli og party in accord. ncr will’ lie mn of the State of Ida Ito. No’t-O peralor hereby delegales

0 perot or an it, agent nod n Itorney in Fact In esero lenny and all d ortlineni, rennoon lIly necessary In carry oil an nec Illocy foerrtortire
6 p ‘trot, an lire laws of I lie State or Idaho.

B
It EQEIALOI’PORTUNITY EMPLOYER

9 All or tire Portico nrc Fri pal Oppnrlnniiy F tilployers. To lIre ellen I hal I Iii, Agreerocirl Inn y lie nil bjerl Ia Foecolise Order

10 I 1236, as omeoded. ihe eqoal oppoecnoity pros ininn (II CER 60-I) in incorporated herein fry reference. To 0 lie circa t reqnieed h7

II
applicable Lawn and regulalion,. hi, Agreemeol also includn and is ‘ribjecl Is the affirm. live acti non clause cone caning diutrhed
veterans or the Vietnam era (II Cr14 60-250) and the aiflrmslise action clauses concerning employment of the handicapped (41 fF11

12 60—741). which charm en are incorporated Iieeein by reference.

13
S. AUDif

IS Not’s ithstanding aoyibiag 10 I lie contrary conlained in Ih e Acconnting Procednrc. Ipso receipl of any aridil report
16 conducted on tIre Joint Acrournl by Noo-Operalnr. Operalor shall respond in writing 10 such nndil rcpor tat soon an rca aon.lrly

17 possible. bot nol gresler Illan ha.taioly (60) daya nfsnch reccipi.

II
T. ‘VELLCONTROLINSURANCE

19

20 ne inleresl of each lady herelo sIrnIl be inc laded in Opernlorn Control or ‘Yell lnssironce policy and a proporlionnhe pnrt

I
of (be cost of soch insrra nec shall be borne by I lie cc ipntl is e pan ies unless Operalor is ow Idled 01 hen. ise in wriling and pros ided a

Ccrtiflcnte of Isnnrance in compliance wiih Enhihil ‘ir. wInch is allached hereto, prior 10 conlmencemenu of opecaliono or prior Is
22 any operation 10 he performed on a well in scrordnnee usirh nllschrd Euhibit ‘Ir.

U, TRANSITIONOFOPEIL&TOR

25 Upon the selection of lIre onecennor operalnc. rue Openlor wIno bns been rcnsovni orbs, rninrd that prumphl) deli en In

27 lIre oslccessor operalor all original records relating 10 irperl linos inn the conlrnc I area. mci odin gcu’reeni acerrlln I ing i nirirma lion will

regn cii to the alamo or tile joint acco inn, infornrsli on colnccrnlng nil invoices not yet paid by lie Opera llsr who Ii’s resigned or been
removed, all logo, maps and nil outer infornrati on concerning opera liirnn, 0 riplicalin gexpenses req’iired byci rile of he chance of

29 operator tlrnll In cllarged In (lie join aecoiin

30

3
V. IIEADINGS

32 The Arliche arid i’nrngra plo Ileadi ngn riled in (lii, Agreeniscot are inserle d for convenic 0cc In nly and nInall lie disregarded in

3 3inlerpre hog or conilrlning thin Agreerin eni,

W. ADDITIONAL DEFINITIONS
35

36 — I truriannlal sVcll” shall nieasi a well drilled at on n ogle to the veruical weilbore, inn the ‘sell culls parallel in he larget
formalion .rc none.

38 X. IIINPING
39

30 TIns Agreement will Ire binding n nd wil liniire In the benefit of the I’, rIles, tlreir rc ipeclive lieirt. rcpcclenlaliven, nllcccnin Co

41
and aonigno.

32 V. COLINTERPARTS

43
Tlrin Agreement mny be nero led simnilr oneono ly in one or more clrnnlerparls. each rir wh id, iluill be deemed an on ginnl

and nil of w Inch logetlner oh,11 c onniitutle one and I lie sonar on cr1 meni. A facoimile, lelegea tic or any oilier forini of allllleillicnlrd
5 electronic nigh a ‘Ire a Irall be effective in all reopeclo no an original nigiratlrre. Fail tire of any parly I ocacciilc hr in Operahi rig A greeme nIl

46 slnall not render shin Operatrmrg A greemnen I inclfeciis e no 10 and net’s ceo I lie oIlier ira rh en eneclrlini g Ilia teneriiui I g lit ii Opernliog

Agreensr emit.

48

‘ OPERA’IOR
50

51 AM IDAhO, LLC

53

54

F. David NTurrell
56 ‘icc President- Land
57

58
NON-OPERATORS

60 KBCBANKN,V.
61

63

63

_______________________________________

65 Nomc:

66 Title:

67

68

69

70

71

73
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EXIIIBIT”A”

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as
Operator, and

_________________________,

et a!, as Non-Operalor, dated effective the — day of

_______________

2012, covering the

_________________Prospect.

Canyon, Gem, Payette and Washington
Counlies, Idaho: Maiheur County. Oregon.

EXHIBIT “A” TO BE COMPLETED AT A LATER DATE

SROG Ex. A



EXHIBIT “B”

Atlached to and made a pail of that certain Operating Agreemeni by and between AM Idaho. LLC. as
Operator, and

_________________________

CL al, as Non-Operator, dated effective the day of

________________

20)2, covering the

___________________Prospect.

Canyon, Gem. Paveile and Vshinton
Counties, Idaho: Mallteur County, Oregon.

Reporting Requirements

On any well drilled within the Contract Area, Operator shall deliver to Non-Operators (lie following
geological information:

WELL REQUIREMENTS

PROSPECT:
COUNTY & SlATE:

YELL I)ATA I1EQI.Ill{M EN’l’S

DAILY REl’OR’l’S

Daily drilling and completion reports by e-mail:

I)

___________________________________

2)

____________________________

Or if necessary by fax:

___________________________

NOTIFICATION OF LOGGING, I)RILL STEM TEST, I)R)LL)NG COMPLETION
AM) ABANDONMENT (24 hOUR NOTICE)

PERSON TO CONTACT OFFICE I’IIONE CELl. PIIONE

DATA DISTRIBUTION

SEND ‘TO:

________________________

GENERAL PROCEDURES

(_J Copy/Copies of Each of the Following:

I. Complete Drilling Program
2. Cement Program
3. Typed Copy of Well Ilistot
4. Directional Surveys

OPEN IIOLE EVALUATION DATA

______

U Field Prints,

______

U Final Prints and

______

(,J Digital PrinI of Each
of I lie Following:

I. All Open Hole Lotas
2. Mud Logs
3. Core Analysis
4. Formation Test

SROG Ex. A



ExHIBIT “B” PAGE 2

OPEN hOLE EVALUATION DATA (CONT.)

5. Directional Surveys
6. Case Hole Logs
7. Drill Slum or \Vire Line Tests
S. Cement Bond Logs

CASED hOLE AND COMPLETION DATA

_________

(fl Field P rinis,

_________

(_) Final Prints and

_________

(_) Digital Print of Each
of I he Foil owing:

I. Deiailed Copy of Complelion and/or Workover Procedures
2. l’erfornting. Wellbore and/or Reservoir Evalualion Logs
3. BlIP Dam

CONTRACT, ELECTION, REGULATORY AND TITLE DATA

SEND TO:

_____________________________

(_J Copy/Copies of Each of the Following:

I. Drilling Contract
2. AFE
3. Elections
4. Location Plat
5. All Regulatory Permits, Applications and Forms
6. Monthly Production Reports (P-I ‘s. P-2s etc.)
7. Copy of Weekly or Monthly Gauge Reports

End of Exhibit “B”
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COlAS 2005 Accounting Procedure
Recommended by COPAS

copas
r

ACCOUNTING PROCEDURE
JOINT OPERATIONS

Attached to and made pan of final certain Openi is— A erernessf brasid beta en AM I Is bo, L LU. as Opera tsr, and

_______________________
__________________________

ct .1. iiNnn4lpcrslsr. si, ted efrertnr I

___________

si., nf

_____________________________

. 20 2. rOses’s spin

______________

2 rroslwcs. L.anynn. (em. Pa3eitea ad asbinrlssn ( nunhmm. sdabsr Matonse L sssssy. precut’.

I. GENERAL PROVISIONS

IF TIlE PARTIES FAIl. TO SElECT EITHER ONE or COMPETING -ALTERNATIVr PROVISIONS OR SEI,Efl ALL THE

COMPETING -ALTEWSATIVr PROVISIONS ALTERNATIVE I IN EACH SUCh INSTANCE ShALl. HE DEEMED TO HAVE

kEEN ADOVTEIO BSTIIE PAUTIES AS A RESI/LTOFANYSUCHOMISSIONOR PC/PUCATE NOTATION.

13 IN TIlE EVENT ThAT ANY “OPTIONAL” PROVISION OF TIllS ACCOUNTING PROCEDURE IS NOT ADOPTED UI TIlE
4 PARTIES TO TIlE AGREEMENT UI A TVI’EI), PRINTED OR IIANIIWRI1TEN INDICATION, SUCII PROVISION SIIALL NOT

IS FORM A PART OF THIS ACCOUNTING PROCEDURE.AND NO INFERENCE SIIAI.L lIE MADE CONCERNING TIlE INTENT
s OF TIlE PARTIES IN SUCH EVENT.
17

I. DEFINITIONS
19

20 All icons used in hit Accounting Procedure shall have the following meaning, unless onhenvi se enpressly defined in she Agreement
21

22 “Amlias e” meant for I person, another person that controls, it conenoll rd by, or it under common control wish than person. In this
23 detinitsion, (a) rontiol means (he ownership by one person, directly or indirectly, of more shan fifty percent (50%) of die voting securities
24 of a cotvonti on or, for othrr pzroons, (lie equivalent oweerthi p i merest I such as pa nnersln p interests), and (b) ‘person’ means an
25 individual, cosporation, pannerahi p. ernst, estate, nnincorpnrsted organiration, associstion, or other legnl entity

“A grttnstasl” means Ihe operating ngrecrnern. famsoun agreement, or other conlmcs beswren the Panics to whicts Itsis Acrountinr

Pesscedaze is attached
29

3° “Csntrsll.Ide Malarial” means Material that, at the lime of acqsininon or disposition by the Joint Account, 55 applicable, in no classified

in the Material classii.ca’,inn Manual mml recently recommended by the Council of Petroleum Accoun:snto Societies {COPASI
32

“Eqisalired Freichst’ means else procedure of charging transpunarioc coon to the Joint Account bssed upon the di stance from the nearest

Railway Receisicg Polni to the properly

“Eactuded Amssni”m coon a specified excluded macbreg amount moo recently recommended by COPAS

“Fidd Office’ means a olrncrttre, or ponisn of 5 nlmcrjm, whether a temporary or pernnatenes nataltation, the primaty futruon of wharh es

to directly serve daily operation and maintenance activities of the Joint Propeny and whi cli nerves anastagi eg area for directly chargeable
It field personnel
41

42 “First Lrvel Sst avision” meant those employees whote primary function in Joins Operations ia the direct overaight of the Operator’s
10 field employees and/or contract labor directly emptoyed On-tiee in a field opernlirg capacity First Level Supervision functions may
14 include, but are soil i mi led to.
45

46 Responsibility for field employees sod contract labor engaged in activities sisal can inctude field operations, maintenance,

conslraction, welt remedial work, equipment movement snd drilling

Reoponnibitity for day-to-day direcs oversight ofrig operationn

• Responsibility for day-to-day direct oversight ofeonstraction operations
50

• Coordinalion ofjob priorities and approval of work procedures
St

‘ Rmpsnnibility for optimal resource utilization (equipment, Materists, personnel)
52

‘ Retponnihiliny for meeting production and field operating expense targets

• Representation of the Panics in local mallen invoicing c ommuni sy. vendors, regulatory agents and tandowntrt, ss an mci dettat

pan of the supervisor’s oprraai ng renponnibili lies

Respontibiity for all emagorn responses ssth field staff
56 Reaponntbilih for implementing safety and environmental practices

- Responsibility for field adherence to cmepsny policy
SI

Respontibiltt> for employmens decisions and perform arce apprainaln forfietd pemonnel
3°

• 0 veesighs of nub-groups for fied functions such as electrical, safety, environmenlal. tdecrenmusicationt. which may have group

or team leaden
(‘I

“15151 AresssnU mmr.s the account showing the chargm paid and credits received io the conduct of the Joint Otreratiuns that are no be

shared by she Panics, but does not include proceeds attributable so hydrocatboon and by-producta produced under the Agreament
64

63 “Joins Operatinnr mmns all operations aececsan or psoper foe the esplontion. appraisal. dnvetnpmecs, production, protection.

maintenance, repair, abandonment, and restoration of the Joint Progeny

COI5YRIGHT C 2005 by Council of Petroleum Accountants Societies, Inc (COPAS)
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“Joint Property” means the real and personal property subject to the Agreement

7 “Law,” means any lawn. files, regulations, decrees. and order, of the United Slates of America or any stale hereof and alt oihcr

4 governmental bodies, acncit, and other authorities having juriodienton over or afFecting she provisions costatned in or thea, ansacl’onn

contemplated by the Agreament or the Panics and their operali ons, whether such laws now esist or are herenfler amened, enacted,

6 promulgated or issued

o “Material” means prrnretal property. equipment, supplies. or conraniabtea acquired or held Ira’ use by the Joint Property

to “Nsn’O tees ton” means the Parties to the Agreement other than the Operator

II “Offshore Facilities” means platforms, surface and nubsea development and production systems, arid c’ther support systems such at oil and

I) gaa handling facilities, living quarters, offices, shopt. ceanea. ctccnricat supply equi5t and systems, fuel and water 5: onge and piping.

II heliport, marine docking inntallnnions, communicasson facilities, navigation aids, and other similar fad lid en necessary in the conduct of

In offshore operaltons. alt of which am located ofFshore

lb

I I “Off,iIC means any location thai in nun cmssidored Or ‘site as dertnd in this Accmsnung Procedure

IS “OnsisC meat’s ott the Joins Property whets in direct enndjo ci Joint Operations. re tern On-ncte” shall also include that portion of

20 Ofinitare Facilities, Shore Base Facilities, fabtication yard,, artt stagirg areas from wbth Join: Operasnrss are cooducred. cc other

facilssien that dinectty control equipnseet en the Jots: Pmptny. regariesa ci whether such facilities ate owned by hr Joint Acctxcnt

33 °Operator” means she Party denigoated pursuant to the Agreement to conduct the Joint Operations

25 “Pa rIles” means legal entities signatory to she Agreement or their nsccennorn and anoigna. Pani en ahall be refeered to 5 ndivrdually ax

26 “Party

37

35 “Participating In crest” meana the percentage of the costs nnd rink, of conducting an operation under the Agreement that a ‘any agrees.

29 or in onhenoine obligated, to pay and bear

30

3’ “Participa lug Party” means a ttany that approves a pmpttned operation or olhenrtae ngrees, or becomes I iahte, to pay and bear a shaee of

32 she coats and risks ofconducting an operation under she Agreement.

33

34 ‘Personal Esiscnnen” means reimbursed costs for travel and temporary living expenses.

3,

36 “Rallwny It reeiviuu I’sint” means the ralihead nearest the Joinn Property for whiett freights raten are published, even lttough an adoat

37 railbead may non esiat.

39 “SI litre taste Facilities” means onnhorr ouppnn farilities that daring Joins Operasi ona provide such sen/ices no she Joint Prespeny an
In receiving and transshipment point for Materials, debarkation reins for drilling sad production personnel and services; communication,

II scheduling and ditpatchiog center; and onher sasocisird fuscnionn sen/tag site Joint Property

43 “Supply Store” means a recognized source or common orocI poinn br a given Materiat item

41

43 “Technical Services” means servIces provtdtng apecufle rnganredng. geoscience, or otiter professional skills, such as those ped’anned by

If, engineern, geologists, geophysicists, and technician,, reqairrd to hands especific operating coedidons and problems for she benefit of Joins

17 Operations. provided, howr.ee, Technical Services shalt non include those funoniona npecifieatty ideartiflei as oserheed under she second

II paragraph of the nifedsaction of Sect/mt Ill (f)terltnjJ Technical Senicm may be provided by the Operator, Operators Affitiate, Non.

49 Operator, Nms’Operasor Affilisses, and or third panics

30

‘5 2, STATEMENTS AND BlI,LINCS

33

33 The Operator shall bill Nnn’Opensors on or before the taut day of the month for their proportionate share of she Joins ,‘ccerjnn for she

54 preceding month Such bills shall he accompanied by statements titus identify the APE (authority for expenditure), lease or facility, and 5t1

55 charges and credits summaticed by appropriate categories of investment and expense Controllable Material shall b esepararety identified

56 and fatly dmcnhnd in detail, or an the Operators option, Coevoitabte Malarial may be tcnrmntired by major Material classifications

Intangible drillingcostn. audit adjuntmmss, and unusual charges and credits shall he separately ar.d clearly identified

no The Operator my make available tn Non.Opcr,torn arts snatensents and bills required under Section 12 and sir Secsion 13 A l.Idru’tarn

00 nj i’art,acsos kr rite forties) via email, elecirocic data interchange, irtemen wthsites or erher eqtrivalant etcciranic nests, in lies of pspr

hi copies The Operator shalt provide the NonsOperasors tnatractiottn nnd any neemsary infrnsnaoon to accms and receive the statements acd

b2 bills stithin the dmd’nmes ipecified herein A statement or billing nhall be deemed an ddivad twmsty’foor (24) hescra iexctssise or

63 weekends and holidays) after the Operaeor notifieo nbc Nun-Opemlor that the statement or billing is available on ebe websiee and/or tent via

(.3 email or ni ectronic dais i ntereitasge transmission Each Non-Operator individually thai I elect to receive staten estn and billings

65 electronically, if available from the Operator, or request paper copies Such election may he changed upon thirty (301 days prior ad ten

ceo notice no the Operasor

COPYRIGIIT 02005 by Council of Petroleum Accountants Societies. Inc (COPAS)
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I 3. ADVANCES AND tAYISIENTS DY TIlE PARTIES

3 A Unless otheewise provided fur is Ire Agreement, lie Operator may requ ire the Non-Operators to advance their share ofthe estimated

4 eanh outlay forth esuccreding month’o operations within fifteen (15) days after receipt of the advance request or by the first day of

5 the month for which he ad vsnce in re9uired. whichever it later The Operator shall adjuat each monthly hilling to reflect advancea

6 received from the Non-Operators for such montit If a refund it due, the Operator shall apply the amount to be refunded to the

subseq ueat month’s hillitg or advance, usleos the Non-Operator sends the Operator a written request for a cash refund rite Operator

shalt rtmia Itt refund to the Non-Operator within fifteen (tS) days of receipt of such written requeat

I 1”Pr’’
49U.el.vwjs onlirtusiur rrsv Is aridrtunihr Aerremesal u. thidOP.vS1 each Pap shaipay ti prgroniona

12
payment in ant made within sach time, the sapaid bstance shall hear ittereat compounded monthly at the prime rote published by the

3
In?? Sate: J,asaraw? ert the first day of each month the payment it delinquent. plus three percent (3%), per toast m, or the maci mum

1
conlrsct rate permitard by tlte applicable usa ry Laws go’ cmi ng the Joist Property, whichever is the lesser, plus attorney a fees, court

route, and ether coats in contecti on wttlt lhr collecttoa of unpaid ammaata If the Pl,?I $‘(rra’I Joanna? ceases to he published or

If
discontinues pabtishing a prime rate, the unpaid balance shalt bear interest comperaded monthly at the prime rate published by the

I;
Federal Receive plus tltree percent 3%). per anaum tolrresa shalt begin sccmiag on the first day of the moash is which the payment

wan
due Payment shall non be reduce,J or delayed al a result of inquiries or anticipated credits unless the Operator has agreed

- she foregoing, the Noct-Opreator may reduce payment. provided tt furnithes docuermulioct and eaplaeta:ion to tl:e

20
Operator at the time payment is made. 10 the criers sach reducnuoa is caused by

Il
II) being billed aeas incorrect working interest ue Patlictpaong tatereat the: is hiolsec has saicit Nrc-Operntoet ace-sal working

interest or laniripating toterest. as applicable, or

12) beingbilled bra projector APE requiringappeovel oflhePaites ursdathe Agreement that the Non-Opera:rrhnu not approved

mis sot ethenvise obligated no ray under the Agreement or

‘6
(3) being billed fee a property it which, the Non-Operator on onger owsu a working interesi, provided the Non-Oprrator has

furnished the Operator a ecçy of the recorded amignmert or leller in-her Noew,thseandieg the foregoinu. the Non-Operator

uha!l remain responsible fur paying bitln allnbutaNe to the intermt is sold or transferred for any bi3t rendered during the thirty

(30) day peried following the Operators receipt ofauch ssriltea notice. or

(41 charges outaide the adjustment pedod. as provided in Section I 4 (Adjtss:ms’uscn)

at
4. ADJUSTMENtS

33
A l’aymesn of any tuch bitto shall not prejudice the right of say Party to protest or question the correctneas slsereof; however, all hilts

and statements, including pay out statements, rendered during any calendar year ahsll conclusively he presumed to be me and correct,

with respect only to experdsturea. after weety-four (24) months following the end of any such calendar year, nix? ess svithin said

period a Perty ekes specific deItIeS wvistett eucepsioct shermo mskitg a claim for adjutamt The Operator shall provide a rmponae

to alt written escepsiona. whg)tcr moot contained is an audit report, within the time periods prescribed in Section 5 (Ecjwasbausre

Aadsat)
39

43
B Alt adjustments initiated by the Opemlor, except those described to Items (I) threruch (4) of this Section 14 B, sre smled to the

32
twenty-four (23) month period following the end of the calender year in which the cqiithnt cSarge appeared or should have appeared

on ahe Operaior’i knot Account stetement or payout statement Ad,usimeetu that may be trade beyond the twenty-to -r (24) month

penod are tisited to adju tamrsts aesutsing fiom the following

(I) I ph.stcal inventory of Conleotlable Material as ptuvided (‘sin Section i (huuemoraeiryf timoaaiL-ah?e ,Mertssfl, or

(2) an offsetting entry (whether in whole or in pan) that is the direst result of a n,eciftc jotnt ir,es1 audit eserptier gnarled by the

Operator eelaltng to another property, or

I 3) • govecnmesc!rrgulanory audit, or

Sc
(1) a ‘socking interest rwsmship or Panicipatieg Littlest adjustment

SI
5, EXPENDITURE AUDITS

52

A A Nea-Opemtor, upon written notice no the Operator and all other Non-Operatort, uhall have the right to audit the Operator’u

accounts and records relating to he Joint Account within che nwcnty.four (24) montlt peried fottowing the end ofsuch calendar year in

which audi bill was rendered, however, conducting an audit ahall not extend the time for the takitg of written exception to and the

adjustment of accuua 5 an provided fur in Section 1,4 (Adjasnmera,s). Any Party that is subject to payout accounting under ttte

Agreement altalt have the right to sudit the accounts and records of the Patty responsible for preparing tht payout atatementa, or of

nIne Party furnishing isfomtation to she Patty reopostible for preparing payout atatementa Audits of pay oal ace ounto msy include lie

volumea of hydrocarbon, preduced and saved and proceeds received for ouch hydrocaebonu as they pertain to payout accounting

required under she Agreemeni Unless uihcnvise provided in the Agreement, audit, ofa payout account shalt be conducted within the

twenty-four (241 month period following the end of the calendar year in which the payout otatemntt wat rendered.

Where there are two or more Nos-Operatora, the Non’Operanorn shalt make every reauonabte effort to conduct a joint audit it a

manner that wilt reaalt in a minimum of inconvenience to she Operator The Operator ahatl hearse ponius of the Non-Operators’

audit cent incurred under this paragraptt unless agreed to by the Operator. Ttie audits shall not he conducted more than unce eaclt year

without prior approval ef the Operator, except upon the resignation or removal of the Operator, and shall be made at the espesse of

COPYRtGHT 02005 by Council ofPesmlettm Accountants Socielies, tnc (COttASj
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I those Non.Opentora approving such audit.

3 The Non.Opcmsor leading the audit (hereinafter ‘lead audit company) shall issue the audit report within ninety (00) days after

4 completion of the audit tenting and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) monlh

5 requirement for Inking npecilie detailed written exception as required in Section t 4 A (Adjs.trotrtort) above. Att ctaims shall be

6 supported with sufficient documentation.

I A timely filed written exception or nudit report containing written cncepnionn (hereinafter ‘written exceptions”) shalt, witto respect to

0 the claims made therein, preclude the Operator from assertingastetute of limitations defennc against such claims, and the Operator

It hereby waives its right to sonert any statute of limitations defense against sue h claims for so tong ns any Non-Operator eonsinuen to

comply with the deadlines for resolving exceptionn provided in this Accounting Procedure. If the Non.Operatttro fail to comply with

2 the additional deadlines in Section t 5.0 or 1.5 .C, the Operator’s waiver of itt rights to assert a utatute of limitations defense against

3 the claims brought by the Non-Operators sttalt lapse, and oactr ctnims straIt ties be ouhject to ttte applicable ttsmte of limitations,

1 provided nhat such waiver thtlt not lapse in the event that the Operator hat failed to comply with the deadlines in Section 1.5 B or

IS tS.C.

16

17 8. Ttte Operator shnll provide a written response to alt exceptions in at audit report within one hundred eighty (I tO) days after Operator

to receives ouch report. Denied exceptions ohould be accompanied by s auhotantive reoponse. If the Operator fail0 to provide substantive

19 response loan exception within this one hundred eighty (ISO) day period, the Operator will owe interest on that exception or portion

2tt thereof if uttimatety granted, from the date it received the audit report. Interests halt he cnleutnted uting sloe rate set forth in Section

21 13 B (Adtoncav sod J’qrrnrotts by the i’oflies).

22

23 C The lead audit company shall reply to the Operator’s retponae loan audit report within ninety (90) days of receipt, and theft perator

23 shalt reply to the tend sudit company’s fotl ow’up response witttin ninety (90) days of receipt, provided, however, each Nos’Operntnr

25 shall have the right to represent itself if it diaagrecs with the lead audit comptny’s position or hetieves the lead audit compnty is not

26 adequatety futfi Ilieg its duties. Uttess othenvi an provided for in Section 15 0, if the Operator fails to provide substantive response

27 to on escepti ou within this ninety (90) day period, the Operator wit I owe intereot ott that exceptios or portion shereof, if ultimately

20 gratted, from the date it received the audit report. In terest shalt be eateuteted using th crate set forth it Sectios 13 B (Adtostce.toosd

29 )‘e9’stensea by rite tart/es).

3tt

3t ft If any Party fails to meet the desdlinen in Sections 15 II or I S.C or if any audit issues are outstatding fifteen (IS) months after

32 Operator receives the audit report, the Operator or any Not-Operator participating in she audit has the right to call a retolutioa

33 meting, as set fonto in ttri s Section I 5 D or it mey invoke the din porte resol oti 00 procedures ioc laded in toe Agreement, if applicable

33 The meeting will require one mooth’t written notice to the Opernlssr and all Non•Operasors participating in the audit The mectitg

35 shalt he held et the Operator’s office or stutu ally agreed location, and stootl he attended by representatives of the Parties wittt

36 authority no moolve such outotanding itsuet. Any Party who faito to attend stte resolution meeting sissll be bound by any resolution

37 reached at the meeting. The leod audit company will make good faith elTortu to coordisate the retpoose and positions of the

3t Non-Operator participants shroughous the renotutios procens; tsowever, each Not-Operator ahsll have the right so repreoenl itself

39 Attmdeea wilt make good faith eltorts so resolve outstanding issues, and each Party witl be reqotired to pretest uubstentive information

400 supporting its positios. A reoolutioo meeting may beheld so often as agreed to by the Parties. tosues uoreoolved at one meeting may

41 he discussed ot subsequent meetings until etch such issue is resolved

42

43 If the Agreement contains no dispute resolution procedures and ston audi manes cannot be resolved hy negotiation, sloe dispute shall

44 be uubmitted to mediation to such event, promptly following one Pany’a written request for mediation, the Parties to the dispute

45 shalt cl000se o mutually acceptable mediator and share the costs of mediation services equally ‘floe Panieo shall etch have present

46 ot the mediation 00 east one individual who has the authority to settle the dispute. The Parties shall mokn reasonable efforts to

47 ensure that the mediation commcncea within sixty (60) dsys of the date of the mediation requeot. Nonwishstanding the above, any

40 Party may files lawsuit or complains (I) if the t°arties em unable aft er reason able efforts, to commetcnm ndistion within sixty (60)

49 dayt of the date of she mediation request, (2) for slntute of timmtalions reasons, or (3) to sock a preliminary injunctios or ottser

Sit provisional judicial relief, if in its sole judgment as injunction or ottoer provisional relief i a necessary to avoid irreparable damage or

St to preserve the status quo. Despite such tclioo, stoe Parties shall contisue nit Iry In resolve the dispute by mediation.

32

53 •ii— .13 ((ipthonai.14sas’iü.on fltrJo’ioor P,stosifieo)

54 t..,./.n,wt&4$4/.,.,w/5_44q

55 +4w’#swno’sw4d,w-, .‘ ,‘/, ,, 3’ I ._.,,L,...,.,......,.,,,,....,L.d.._Ij,,. ,...,,,.,.fl,,.ILJ,.. .,L,,..,,,.L.’.

56 ‘dL/.,,,. .... ..- ‘,,..-,‘,,,w,,,.-,,,,,,.,,,.,,,.,, ‘ ‘00

57 ‘ ‘‘.‘ .‘ ‘...—
. ....‘.o..’....—....’...’’.....’...,.

St .,,._,,,,,s,.,..,,_whfl’h,’sv’t’_t4_Jneker4wt0° /. 4.. ,,:,l.,e.svh-g,lntae3-J4soJjlv,.aor.,,sJ-,a6nsoms’m,.—,....,,.

59 ......, ...,.......

600

61 6.Al’I’ROVAL BY l’ARTIES

62

63 A. GENERAL MATTERS

64

63 Whereto approval or other agreement of the Parties or Non-Operators is expressly required under oilier Sections of this Accounting

66 I’rocedure and if the Agreement to wtoich this Accounting Procedure is ottached contti ns no contrary provisions in regard thereto, the

COPYRIGHT 02005 by Council ofPetroleum Accountants Societies, Inc (COI’AS)
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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

2 Non-Operators shall be controlling on all Non-Operators

4 This Section I 6 A applies to tpecific tituations of liteitcd duration where a Party proposes no change the accounting for chargcn from

3 that preacribed in thin Accounting Procedure. This provision doet not apply to amendmenttn to this Accounting Procedure, which are

covered by Section 168

6 8 AMENOMENTS

10 If the Agreement to which thin Accounting Procedure ia attached conlaina ott contrary provi oi tnt in regard therett,, thit Accounting

I I Procedure can be amended by nn affirmative vote of ‘I’m” __J or more Parties, one of which is ttte Operator,

Il I having a combined working itterett oral leant Sists percent Lb!LIL%)- which approval ottatl be binding on all Panics,

I) provided, however, approval of at leant one (I) Non-Operatorshalt be required.

4

In C AFFILIATES

Is

7 For the purpose of administering the voting procedures of Sections 16 A nnd 168, if Parties to this Agreement are Affiliates of each

to other, then auctn Atfitiates shalt be combined and treated an a single Party having the combined working intereta or l’anicipati eg

9 Interest of such Affiliates.

25)

21 Far the purposes of administering the voting procedurcn in Section IsA, ifs Non-Operator is an Affiliate of the Operator, votes

22 under Section I 6 A nItall require the ma) ority in interest of the Non-Operator(s) after encluding the intereut of the Operator’s

33 Affiliate.

24

23 II. OIRECr ChARGES

26

37 ‘The Operatur shall charge the Joint Accesunl with the following items.

2n

29 I. RENTALS AN’) ROYALTIES

35

31 Leate rentals and mynltien paid by the Operator, on bettutfofalt Parties, for the Joint Operations.

32

3a 2. LABOR

34

33 A. . Snlaiea ançt wngcn , ,,

‘na]adl,.0 t DL’,. ,,,j,,_,,.__t.,,,, ,,,,snr,,,., n,j f,,,tl, ,,, COP’t 3,111 rØta-51.riHy r L,.tr:_

37
C.,,,.p.,.,.nsiowt-Pnotnres&4rfor

(I) Operator’a field employren directty employed 0 n-nitet’n the conduct ofJoinn Operations,

45,

4
(2) Operator’s employees directly employed on Stiore Base Fncttt ten, Offshore Fect I ties, or otlter facttt ties nervtng the Jotnt

Property if such costs are not charged under Section II 6 (/tt,e,ntnte ,otd I’iaciliaic.n I’ t,r,ti.nhs’,i by Ops’r,tenr) t,r are not a

function covered under Section III (f) t’erhr’ntn4.

44
(3) Operator’s employees providtng Ftrat Level Supervtston,

(4) Operalor’n employees providing On’tite Technical Services for the Joinl Property if such charges are excluded from the

4t
overhead raten in Section III (Ost’rhc’oaO,

(5) Operator’n employcco providing Off-nile Tecttnical Services for the Joint Property if such charges are excluded from Ihe

overhead ralest’n Section III (Otvr/,c’at,O.

Cttargea for the Operator’s employees identifted in Seclion 11.2 A may be made based on Ihe employee’s acausi salaries and wagon,

or in lieu thereof, a day rate representing tite Operator’s average oaltni en and wages of tlte employee’s specific j th category

Charges for personnel chargeable under thin Section 112 A who are foreign nationals shalt not enceed comparable compen nation paid

to an equivalenn US employee puruuanl to thin Section 112, unlets otherwise approved by the Panien pursuant no Section

1.6 A (Gea,eraalMonens-rs).

B Operator’t cool of holiday, vacation, sickness, and disability benefits, and other cuatomary allowances paid no employees wtione

(I
sat aries and wage tare charg cable no the Joint Account under Section 11.2 A, eacluding severance psymenin or other nermi nali on

62
allowances. Such coats under this Section 11.28 maybe cttnrged on a “wtten and as-paid basin” or by “percentage assessment” on the

63
amoant of salaries and wages charge able to the Joint Accouna under Section II 2 A. If percentage anneasment is used, ehe rale shall

64
be based on the Operator’a cust enpedence.

C Enpenditurot or contributions made purtuann to annenamenla imposed by governmental asthodly that are applicable no costs

chargeable to the Joint Account under Sections 11.2 A and B

COPYRIGhT 02005 by Council of Petroleum Accountants Societies, Inc (COI5AS)
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I B Personal Expenses of personnel whose salaries and wages are chargeable no the Joint Account under Section 112 A when be

2 expenses are incurred is connection with directly chargeable activities.

4 E. Reasonable relocation coats incurred in transferring to the Joint Propcrny personnel whose salaries and wagea are chargeable to the

I Joint Account under Section 11.2 A. Noawithttaeding the foregoing, relocation costs thai reosalt from reorganization or merger of a

a Pony, or that are for the primary beacOn of the Operator, shalt not be chargeable no the Joint Account. Extraordinary relocation

7 costa, such as lhooe incurred an a result of transfern from remote locations, ouch so Alaska or ovcraeaa, shall not be charged to the

Joist Account unless approved by the Panien pur5050t no Section t 6 A (GenocrenlMsttecr.sJ.

50 I F Training costs as.,peoicnesi_nis_c4MaAN_M 175 l”CLai&pg_ofrff.ifiiww_coMfr40gne_.ui0iAsesemf+for personnel whose naladen and

II wages are chargeable under Section II 2. A. This trai sin gcttarge shall include she wages, salaries, trainin gcourse coss, and Personal

11 Enpenscu incurred during the training seaaion. The training cool shall be charged or allocated to the pmpeny or propenies direclly

13 benefiting from the mining. The cost of the training course shalt not exceed prevailing commercial rates, where such rates are

11 available

13

16 G. Operator’s currani cos( ofestabtinhe plans for ernpto’ce benefits .

17
, a deorsd in r up, .h P IF 127 1’ Lnsplo, Rents.’.. (4rnrgeal1t

In
te4srnsl4)tnwnn.ss.s—snsl Suit ‘Io—Perneotegd’3Hnninnlm—lrapplicable to the Operator’s lab or costs chargeable to the Joint Account

II
under Sections It! A and B based on the Operator’n actual cost not I oexceed the employee benefits limitation percentage most

Zn
recenily recommended by COPAS.

21

22
It Award payments to emptoyeesrmn.oeoostnnoe’wish4OPAS14I’t I’, l”,’.ws,4n’1n’°’ ‘“rnsu,’sns.nsvass”’for personnel whose

23
salaries and wages are chargeable under Section 112 A.

24
3. MATERIAl,

25

26
Maierisl purchased or furnished by lie Operator for use on the Joint Propeny in the conduct ofJoins Operations as provided under Section

20
IV I NI aiedal J’arrltarnc’s. Ihtstsfrr,s end JJi.yttixiuestts). Only such NI atenial shall be purchased for or transferred to the Joint Properly at

may be required for imniediane use or in reasonably practical and consisient wilh eflicient and economical operations. The accumulalion

ofsotplus stocks shall be avoided.
35

31
3. TRANSPORTATION

32

33
A. Tranaponalion oftite Operator’s, Operator’s Amliate’s. or contracnor’n personnel necesnary for Joint Operations

35
B Tranaponalion of Material between ehe Joint Propeny and another propeny, or from she Operator’s warehouse or other storage point

to the Joint I’ropeny, shall be charged to the receiving properly using one of the methods lisned below Transponaiion of Material

from site Joint Propeny to nbc Operanor’n warehouse or othier storage point uhall be paid for by the Joint Propcny using one of the

methodu listed below
3’)

411

3
(I) If the actual tracking charge is less than or equal to the Excluded Amount the Operator may charge ado al tracking cost or a

42
theorelical charge from the Rni Iway Receiving Point to the Joint Property The banis for the theoretical charge is the per

33
hundred weight charge plus fuel surcharges from the Railway Receiving Point no the Joint Property The Operator sitnIl

consiatently apply the selected alternative.

35
(2) If the actual trecking charge is greater than the Excluded Amount, the Operator shall charge Equalized Freight. Accessorial

charges such ns loading and unloading costs, split pick’up costs, detention, catl out cttnrgea, and permit feca shall be charged

directly to she Joint Property and shall not be included when calculaling the Equalized Freight.

49
5. SERVICES

55

The cost of contract se rvicet, equipment, and utililieu used in the conduct of Joins Operations, except for contract services, equipmenl, and

utilitien covered by Section III (f) ts’rhe’asfl, or Section 11.7 lAiltIhaw.s), or excluded under Section 11.9 (Legitl Expeitse) Awards paid no

I contractors shalt be ehargeablejsounsnttt I.. COP’S Nt Ft I o+5,a.wandw+s4nvt4sty.e6nd.4..icen4ss&4.

55
The costa ofthird pany Technical Servicen are chargeable no the extent excluded from the overhead rates under Section III (f)trrhrenfl.

57
6, EQLIII’uIENT AND FACILITIES FURNISIIED BY OPERATOR

59
In site absence ofa separately negotiated agreement, equtpmeatt and facilities furnished by the Operalor will be charged as follows

61

62
A. The Operator shall charge the Jotnl Account for one of Operaaor.stwned equipment asd facililien, including but not limited 10

production facilities, Shore Base Facilitieu, Offshore Facilities, and Field 001 des, an rates commensurate with tile costa of ownerahi p

and operation. The cost of Field Offices shall be chargeable to the extest the Field Ornces provide direct service to personnet who

are chargeable pursuant to Section II! A (t,oh,te). Such rates may include labor, maintenance, repairs, oIlier operating expenae,

66
insurance, taxea, dnpreciation using straight line depreciation method, and istereat on gross iavestmene lets accumulated depreciation

not to exceed ‘I’,’tt percent I lit %) per annum, provided, however, depreciation shall not be charged when site

COPYRIGIIT V 2005 by Council ofPetroleum Accountantu Societies, Inc (COI5AS)
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equipment and facilities inveutmeet have been fully drprectal ed The rate may include an element of the ccli mated cost for

2 abandonment reclamation, and dismanslem enl Such rates shall not escred lb e average commercial rates cutrently prevaili eg in nbc

3 immediate area of the Joint Ptopeny

5 B In lieu of chargea in Stetson 116 A shots, the Operator may elect to use average commercial rates prevailing in the immediate arts

6 I of the Joint Pmpmtv. “‘.1’ - 1n—peo t (‘‘.tt equipment and facilities are charged under hit Section 116 0, the Operator shalt

adequzcet dananten: .‘ad support commoretal rate, and ahett penodscatiy review and update the rate ar.d the supporting

documentation Fo rratomotive equipment. the Operator may elect to ow rates p-ustiahd by the Peirdeum Moaor Transpoct

9 Association 5PMTA) a- rjch other organiaatiot recogn:acd by (‘OPAS as the official sante ofrates

to

It 7. AFFILIATES

3 A Chargen for an Affitiaae’n goods and/ne cmi cci used in operationa requiting an APE or other authorization from the Nun-Operateas

4 may be made without the approval of the Ponies provided Ii) the Affiliate is identified and the Affiliate goods and services are

IS specifically derailed is the appeared APE or ether as shosintion, snd (ii) the tonal coals fcc such Affittate’s goods and services billed

16 I torte h indiridast project do not exceeds I ttittwtott if the total costs for an Affitinte’a goods and owvtcm etc rgad to oath

I! tndivid-jat prec Ire not specifically detailed is the approved APE or aushodeaton or estee] such amount. charges for such

It Affiliate shall ruire nppror at of the Pen en, pueraant to Section I B A {Gnwiret/ Adetesers t

20 B For nfl Affiliate’s goods tahoe services used is operanionu net requiting an APE or other arathortntiea fran the Nsn-Opeeators.

21 charges for such Affittate’. goods and acM cm thstl require approval of the Paflncs, parsoaet to Section I 6 A I Gratersal bf,arkr 7, if the

I charges once,] S a5.ttsks.vfl ins gisen calendar year

24 C The cost of she Alt I iatc’t gaodt Ge sen ices shalt flat esceed average com merciot rates prevailing is the ama of site Joint I’ropenv.

23 untens the Operator obtains the Non-Opcrntaea’ approval of sach cases The Operator shall adequately document and auppan

20 commercial rates and stsatl periodically revi ewan d update the rate and sine sopponing documentation, provided, however.

37 documentation of commercial maca shall not b eeeqnn’ red if the Operator obtains Ntsn.Operator approval of inn Affiliate’ seates or

39 chargen prior to bitting Non-Operators for such Affiliate’, goods and services. Notwithotandieg the foregoing, direct charges for

2.1 Affihi sse’owsed communication facilities or system. a hall be made pursuant so Section II 12 (l’snnsm snnaic’atisn,s.s)

an

31 lfthe Ianieu fail to designate an amount in Sections II.’ A or 1170, in each instance the amount deemed adopted by ttse Panics as a

32 result of sacts omission shall be the amount eotahli shed as site Operator’ sexpenditure limitation in the Agreement If lee Agreemcra

33 data not contain an Operator’ seapen diture limitation, the amount deemed adopted by nlte Panics as sresult of such omission shall be

31 zero dollars (5 0 00).

35

36 5, DAMAGES AND lOSSES TOJOINT l’ROt’FRfl’

3,

75 Alt costs or expe noes eecesaary for the repair or replacement of Joint l5repeny rcoolti ag from damages or lonnen incurred, except to tIne

79 extent nazis dnmagea or lasses resu It from a Pany ‘a or Parties’ grant negligence or willful miscondsct, in which cate etch Pony or Panien

111 shall be solely liable,

11

42 TIne Operator shall furnish the Non-Operator written notice of damages or tosses i ncutred aa noon aa practicable after a repon has been

43 received by the Operator

44

45 9. LEGAL EXPENSE

lb

17 Recording fees and coos of handing, wetting, at otherwise discharging litigation. claims, nnd liens incurred in or resulting front

Is operaaians under the Agreement, a’ necessary to protect or recover ehe Joint Properly, to she extent prennittd under the Agreement Con,

1” of she Operator’s a’ Alttiate’n teal staff or outside attorneys. ircluding fees sad espeutuen, an not chargeable unless spprovd by the

Sn: panics parmasnt no Section to A çGcneret/ A6trsc,.st & otherwise presided fat in the Agreement

‘3 Notw:thstand:ng the foregoing pernuTaph, cosu for procuring abstracts. fees paid to ossanide anoncys for title examinations (inclsding

73 pretim:r.auy. supplemental, shun-in royntty opinions, division order title opisionul, sod curative work ohall he chargeable to she extent

54 penni nod as a di met charge in she Agreement

5,

56

57 tO. TAXES ANI) PERMITS

59 All tarn sad pmnnirinr fees of every kind and nature, stressed or tried spccu a’ in ronneetlon with the Joint Property, sr the production

on therefror and which have been paid by the Operator for the bmaeOt of sIte Panics, including penalties and interest, ecceps to the extent the

hi petaatties an] interem result from the Operator’t grass eegligence at willful misconduct.

ha If ad valorem raxes paid by the Operator are hand in whale or in pare upos separate valoaee’ons of each ‘ama esortiag interest, then

64 noasvi thnnandi ng any conaraey provisions, tine charges to the Pani en will he made in accordance wish list sun va tue generated h yeac It ‘any’s

57 working interest.

vs
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Costa of tax conuultanna or advisors, the Operator’s enaployees, or Operator’s Affiliate employees in matters regarding od valorem or other

3 tax matters. are not pernti ted as direct charges unless approved by ihe Panics pursuant to Sectiun 1.6 A (Gt?ntc’rnsI A%otWr.n).

4 Charges to the Joint A ccosnt resutsing from tales/use tax audits, including extrapolated amounts and pennltien and interest, are pennitled,

provided Itte Non-Operator shall be allowed to review ttte invoices and olher underlying nource documents wltich served an ttse basin for

6 tax charges and no detennine that the correct amount of taxes were charged to the Joint Account. If the Non-operator is not penaitled to

review such ducumeotation, the sales/use tax amount shall soc he directly charged unless the Operator can conclusively document the

a amount owed by tie Joint Account

to it. INSURANCE

12 Net premiums paid for innurance required to be carded for Joint Operations for the protection of the Panics, If Joint Operations are

to conducted at locations where the Operator aett as self-insurer in regard to its worker’s compensation and employer’s liability insurance

4 obligation, the Operator shall charge the Joies Accoant manual ralen for tie risk assumed i nits Se If-i nsuran cc program an regulated by the

to jurisdiction governing the Joint Propeny In the case of offshore operalions in fedecal waters, the manual rates ofthe adjacent utale shall be

Is used for peraonnet perfonning work On-nile. and such eaten shall be adjusted for offshore operations by he US Longshoreman and

I? tlathor Workers (USL&IIj or Jones Act surcharge, as appropniste.

In

19 12- COMMUNICATIONS

211

21 Costs of scquiting teasing, installing, operating, repairing, and maintaining communication facilities or syntema, including satellite, radio

22 nd microwave facilities, between the Joint Properly and the Operator’s office(s) directly reoponsibte for field operations
1 Jeawdflik’t

23

21
wish’41w”poo44iu..nJ’ COI5AS’4’tl’t I I l”Field—eo.,npnticq—onn1—cm,t,,u..rnti..., fly .L.,.n”l If the communicnlionn facilities or syntemu

25
serving the Joint Propeny are Operator-owned. chargeu to the Joint Account shall be made aa provided in Section 11.6 (Aqs4sntesti cord

I”aas’ilieics Furnished by Upu’rrteorj. tf the communication facilities or systems serving the Joint Propeny are owned by the Operator’s

27
Affiliate, charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joint Propeny TIte Operator

20
shill adequately document and suppon commercial rates and shall periodically review and updale the rule and the nupponing

documentation.
29

30
t3. ECOLOGICAL,, ENVIRONMENTAL, AND SAFETY

31

32
Costs incurred for Technical Services tad deafling no comply wills ecologictl. environmental and safety Lawn or standards recommended by

Occupational Safety and Itaalth Administration (OSIIA) or other, regulatory authorities All other labor and functionn incurred for

ecologictl. environmee tat and safety matters, including masugemeut, administration, and pensitting, shall he covered by Sections 112

Jo
(lAsbor), 11.5 (&rs’ice.n), or Section Itt (Otvrhe’ad% as applicable.

Conto to provide or have availnble pollution containment sad removal equipment plus aemal coals of control and cleanup and resoltieg

responsibilities of oil and osher spillt as well as di schaegen from permitted outfalls as required by upplicable Lawu, oe other po1 lotion

4
containment and removal equipment deemed nppropriale by she Operator for predent operationt, are directly chargeable

41
13- ABANDONMENT ANI) REClAMATION

42

Costt incurred for abandonment and reclamation ofthe Joint Propeny, including costs required by lease agreements or by Laws.

45
15- OTHER EXI’ENDITURES

46

Aey ottsee expenditure not covered or dealt with in the foregoing provisions of this Section It (Direct (7snve.nj, or in Section III

(Otx’rheai and wInch is of direct benefit no the Joint Properly and is incurred by the Operalor in the necessary nnd proper conduct of the

Joint Operations. Charges made tinder thit Section II. IS shall reqai re approval of the l’aniea, pursuant to Section I 6 A (Ge,tc’ratt Afuerers).

St

52
III. OVERHEAD

53

As compensation for conto not specifically identified sn chargeable to the Joint Account purusant to Section II (Direct (70au03,’c’u), the Operator

$
ahtll charge the Joinl Account in accordance with this Section III.

Functions included in tIre overhead rates regardless of whether perfonsed by the Operator, Operator’u Affiliates or third panics and regardlett

of location, shall inclade, but not be limited to, costs snd expennes of
59

60

61
- warehousing, other than for warehouses that are iosntly owned under thin Agreement

(2
- design and drafting (encept when allowed an a direct charge under Sections 11.03, 111.1 .A(iij, and 1112, Option B)

- inventory conls not chargeable under Section V (httrsuories sjccaattresllah/e A(oeerianO

- procaremen
61

- admtntntratson
65

s
- accounting and auditing

gan dispatching and gas chart inlegration

COI’YRIGIIT 02005 by Council of Petroleum Accountants Societies, Inc (COPAS)
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I human rerourres

2 management

3 uapasiaioe fbI directly charged under Sorlion 112 (Labor)

legal services not directly chargeable under Section 11-9 (Legad&gwuir)

5 taxcuon, ooher than those costs dentifled in dmreclly chargeable under Sccto3 El 10 (Taxes am) )‘Crmflhis)

6 preparation and monitoring of pentiitn Lid ceittlcationa. prçnrirg realnlocy repels. appearances befone or mccl cpa with

7 governmental agentcict or olher authorities bring jurisdiction over ‘he Joint Properly, other than On-site inspeclions. resiewxng.

intenpteuing. or nubmitming comment, On or lobbyteg with respect to Lawn or proposed Laws

Ic Overhead charges shalt include he islam or wages plus eppticahle pay-soIl hurdent, benefits, acid Personal Enpeasm of personnel performing

II overhead fartclnonni. as ‘sell as odl5ce and othtr related expenses of overhead frictions

I) I, OVERIEFAD—ORILLING AND PRODUCING OPERATIONS

14

3 An corn pennali on for cotta incurred but not chnrgeahl e under Section II (II ret-I (‘barges) and not covered by other provisions of this

lb Section III. the Operator shall charge us either

I?

II 2 (Al ttrnalive I) Fined Rate Basis. Section 1111,8

19 I B—4%jirnaa,t ‘I ug’’Lii- .stiln 1111 I,

211

21 A- TECHNICAL SERVICES

22

23 Ii) Etcept an ottmenvise provided in Section 11-13 (Eemtlogisutl Fatiromime,isnl, md Safety) and Section 1112 lOrerhc’ad Ala/or

24 (‘raim.tintcrtmmrt a,id (‘ttrttsrrrtphe), or by approval of the Panics pursuant to Section I 6 A (General A (sitters), the sulnrieu, wages.

25 related payroll burdens and benefitu, and Peruonat Enpenncs for On-nile Technical Semi cr5, including hit I patsy Technical

25 Services

27

Zn 2 (Allrrnan is-r I — D inca) shall be charged direct to the )oinn Account

32 I B—44Mnsat 2 ¶>nL.lt

31

32 (it) Except as other-vise provided in Section 1113 (Lsmli9,scal. htt’,rmrnmenraL and £sfrn) t’sd Secuon lIt 2 tarrhroal Alsrfor

33 flnmniraacthttm am) fluaorrphe), or by epprosa] of the Patsien purnuanl to Section 16 A (Graienil .l,irterat, the n&nes, wages,

34 related payroll burdens and benefint, and Personal Esperses for Off-nite Technical Services, tneluding third patsy Technical

39 Sen-seer

37 6 —fltte.nal,ret 41l-Osrtlteady,I,rss’s,-.sies’viswswrm

B (Alternmn,i’r—a—-4ln laircc.).,:,r-i_;cx,rir -, ,l.,e,-I ic so’s-.

4,)

2 (Atteratanive 3 — Drilling Dirrct) shalt becliarged direct Ia he Joi nI Account, ooii it the entent auch Terimni cr1 Semi en

42 are directly altmibutable to drilling, reddtting, deepenirg, or sidetracking operations. through completion lempurary

43 abandonmrent. or abandonment if a dry hole Off-site Technical Sen-ices for all stlher operatiosa, includtng workover,

14 recompletton, nband onment of producing wells, and die construction or exponnion of fixed annets not cosered by Seclion

45 III 2 (0 ss’rlnrstd — Mtyor (‘ra,nrnmctkm otis) (‘satastrmtplme) nholt be covered by tIme overbea d rates,

45

47 Nolwilbttanding anything to the contrary in thin Seclion III, Technical Servicea provided by Operator’s Aol I iales are sub) cc, to limi latitmnn

45 net foflh in Section 11-7 (Afflhittres) Chargea for Technical personnel perfonsing non-technical work thtlt not be governed by this Section

39 111,1 A, but inatetd governed by other proviniona ofthia Accuunling Procedure retaming to the type of work being perfutmed

SI)

SI B OVERHEAO—FIXEDRATEBASIS

53 I (I) The Operator nhnll charge the Joint Account at the fot tool n grates1vn we11 per month

34

35 Batting Well Rae per monlh $ ‘ 7rtott,fl)t (pmrtled for lest han a Full monlh or tlrillitsg art is it,) tier suit mi forty 19) erratic

36
r

Producing Well Rate pa month S —r ‘t,tvt per n net of rarer (4111 acres nirlesa.

(2) Applicabon ofOvediod—Omitling Well Rae shall be at fellows

St
(a) Charges for onshore drilling welts sltatl begin on the npud data and tenttisate on the dale time dritling and/or completion

63
ecuipmecm used on the wril in nleaasd. whichever occm later Charges for offshore and inland waffle dntlir.g weitu shall

begin on he date the drilling or completion equipment acuism on locations and tennir.ate or tIme date the dritlung or completion

6n equipment moset off locaiton. or in released, whichesrr occurs first No charge shall be made during sunpennion of drilling

andor cznnpte:iro eçurniioncs far fifteen (I 5)rr more consecutive ctlmdar days

COl’VRIGIIT 02005 by Council of Petrtileum Accountnrta Societies, Inc (COImAS)
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(b) Charges for any well undergoing any type of wnnkover, recumplntiun. and/or abandonment for a period of fire (5) or more

consacutive work—days shall be made at the Drilling Well Rate Such charga shall be applied for the period from da:e

operations. with ng or other units used in oyscratioel, canmence through date of tie or mher mit release, except that r.o charges

shall be made during suspension ofoperariona far fifteen (IS) or more conoectutce calendar dayn

35 2. OSTRIIEAD—MAJOR CUStRUCflON AND CATAS’TROflIC

To canpentate the Opcamr foe overhead cona incurred in connection with a Mater Conuracalon project or Catastrophe. ha Operator

thali either negmmat earate prior to the beginning of the project, or shall charge the Joint Account for overhead bated as the bellowing

races for arty Major Conotmctiaa project in escess of the Operator senp endiiuce hots tinder the Agreement, rr for any Catanarophe

regardless of the amount If the Agreem— .0 which thin Accountieg Procedure is attached does not contain an expeitditure ltmtt. Major

Coustroctias Ovethmd shn3 be asoensed for any single Major Cnnstmcttun project cmting in txceso cf$ I O0,Oou gross

to

It

12

I)

l.a

IS

16

In

I9

20

11

32

23

24

23

26

27

25

30

31

32

33

33

35

37

35

39

43

II

42

43

44

45

46

47

In

49

Sit

St

52

53

54

53

Sc’

57

59

6 (3) Application ofoverlmad —Producing Well Rate nhall bean fellows

In) An active welt that in produced. injecued into for recovery or dinposal, or used to obtain water supply to support operations for

any ponion ofnhe month shall be considered an a one-well charge for the mItre month

bI Each nctive eumplenton in a mtdti-canplned well shall be roenidered ao a ase-we3 change ptor,i dod each completion in

considered • separate well by the encasing regrileton’ authonty

(0) A oae’well charge ahnlt be made for the month in which plugging and abandonment operarionu are completed on any well.

unleoa the Drilling Well Rate upplien, as provided in Sections III. I B lHal or (h) Thin ona’weII charge uhall be made whether

or not the well han produced.

(d) An active gnu well shut in becaune of overproduction or failure ofa purchaser. procensor. or tranoponer no take production shall

he considered as a ose.well charge provided the gan well in directly connected to a penn anent sa Its outlet.

(e) Any well not meeting the criteria net fonh in Sections III I 11.13) (a), lb) (c) or (d) shnll not qualify for a producing overhead

charge

(4) The well rates shall he edjuated on the first day of April each year following the effective date of lie A grremrn I, provided.

however, if this Accounting Procedare in attached to or orhensine governing nine payout accounting under a fatmout agreement, nbc

mIen shall be adjusted on the firna day of April each year following the effective date of melt farm out agreement. The adjustment

shall he computed by applying the adjustment fact or most recently published by COPAS The adjusted ales shall be the initial or

amended rates agreed to by the ‘soles increased or decreased by the adjustment factor denenbod harem. for mcli year hom the

effective da’.e ofauch mao, in nceotdance ssith COPAS .‘CFI—7(” Adjustment ofOverliend ReIen’(

—4AtRi4iAn- 4IRc544,g4s%’2i’

4—sOviet [c4. ntg,nh.4’t’sl-,kcnt,nn4.t tlnr4i_’s’w.rtsui

(is —41ps.MnntRaI, , s-i) s 6.-cnwn-s,-,me.nwl4selssatlPwpensr..6Js..tefwa.M.

nu...i4tii’n.J_.:.4,,. Ill ‘.._L.’;,...JIi.,l.Llt’...i ..,,J II” l.fl54—#-11, .,;, cf 1eL.,3l J.s.. J:tn,u,. .3_s

fii_.,.,.__’t_..rJf L.j,jj_.,.,,a7r.nrt__j_J.l_s ...,,,,.J_ I., LthJl

.,,l,,.1 ... l,A,.,.,lh’..’ a,_.t;n..al..rhl.:.,rP,..t’..

)—4pia%estsunc1’Owe.h.as6rne.got&s4walsnlI4’n.4a4hsw.

(&) ‘r._ P fl,tin ,iistl I,,., lii jaIl ,,.tsi,. r,.ai.,.si,’qe’,es*ls—
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Majoe Constmcton shall mess the cmtsuuaios assd installation of fixed ansets, the en pension sf fixed assets, and any other project cleans

2 discemihe as fixed asset sequsred for the desdopitens and operation of the Ju4nt psopeny. or in she dismantlement. abardonmeutt,

a removal, and restoration ofplstfornss, produni on equipm eat sod other operating facilities.

Catastrophe is defined as a ujddn calamitous meat bnnging damage, lots, or destruction to prepesty or the environment, such so an nit

spill, blowout, etplosion, fire, storm, hurricane, so other disaster The overhead rate shall be applied to shone coats necessary so restore she

7 Joint Propeny to the equivalent condition that existed prior to the event

9 A. If the Operator absorbs the engineering, design and draftieg costs related to the project

In

I (I )55. II % oftotal costs if such costs ore lest than $100,000: plus

‘3 I ID) 53.tt oftotat rusts in encesa of 1100000 bat tess than II 000000 plus

5 I (3 )‘‘2.0fl distal costs in excess of $1,000,000

6

7 B lithe Operator chsrges engineering, design and slnflitg costs releted In the pnject directly en the Join: Account

Is

59 I (5) ‘‘5.1) oftolal costa ifaoch cossu are lens than $100,000. plus

20

21 I (2) ‘j.tI oftotal costs is excess of $100,000 hut lest titan $1,000,000; plot

22

23 I (3) ‘2,lt % oftotal costs in excess of $1,000,000.

24

25 Total cost shnl I mean she gross cost of anyone project. For the purpose of this psrsgrapls, the component pans of n single Major

Construction project stislI not be treated arporstely, snd the coot of drilling and ssotk over wells and purchasing and installing pumping

27 units and dovithote artificial lift equipment shalt be excluded Fee Catastrophes, she rste shell he applied to all enact snsocisted with each

2t single oncutrenre or e’,ecs

311 On each prect the Operator shall advise the Non-Opesalorls) in advance which ofthe shove oplimst shall apply

‘I

32 For the parjmscs of ralcularing Catastraphe Oveshead, the cost efdrilling relief wefls. subanrjte wells, or conducting isiher welt cpevalions

33 directly resulting from the catastrophic event shall he included. Expenditures so which lheoe rates apply shall not be reduced by salvage or

34 insurance recoveries. Expendituren that qualify for Msjttr Construction or Catantroptte Overhead shall rot qualify for overhesd under any

35 other overhend provisions.

36

37 to she event of any conflict between the provisions of this Sectios 111.2 nnd Ilte provisions of Sections It 2 Labor), t15 (Serinres), or II 7

35 (Aff (vases), the provisions of tlsts Section tIt2 shall govern.

39

40 3. ASIENI5.%IENTOFOt’ERIIEAIJ RATES

At

02 The overhead rates provided for in this Section Itt tr,ay be amended froen time to lime if. in practice, the rates are found lobe ineetliciens

43 or excesnive. in accordance with the proviniocs of Section 16 B lAmrts/nterns)

44

45

46 IV, MATERIAL PUISCIIASES,TRANSFEHS, ANt) VISI’OSITIONS

47

40 The Operator is reaposaible far Joint Account Maleritl and shall make proper ned timely charges and cred,ts for direct purchases, transfers, and

19 dioposiliona Ttie Operator shall provide all Material foe use in the conduct of Joint Operations; however, Material may be supplied by she Non’

so Operatots, at the Operstor’t option. Material furnistsed by sny Pany shall be fsmsnhed without any expresn or implied wansntien salts qsality,

St fitneos for use, or any other matter

52

33 I. D5RECTPS’RCJIASES

54

55 Direct purchsses shall be charged to the Joint Accouss at the price paid by the Operator after ded sct’ion of all diocounes received The

56 Operator shall make goon faith etTois to take diacgjntn offered by suppliers, but shell sos be liable for failure to sake ±scmseto except to

57 sh center,s stach failure was the reralt ofthe Operator’s gross eeg!igence nr willful miaconducs A direct patchase ohtlt be deened no occur

5! atm so aces.. t is made between en Operator sad a third pony for lb e.rquisstion of Material for a spenific well nile or location

59 Mstenal provided by the Operator ued er”ven dor stocking programs.” where the inieial use is far a Joint Prcpeny and title of the Material

60 does not pass from the manufacturer, distributor, or agent until usage, in considered a di reel purchase. If Material is found In be defective

61 oct returned to the manufacturer, distrihusor. or agent for sty other reason, credit ohsll be psssed to the Joint Accoant within sixsy (60)

62 days after the Operator has received adjustment from the manufacturer, distributor, or agent

63

64

65

66
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C (‘GrAS 2005 Accounting Procedure
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copas

I 2. TRANSFERS

3 A tranufer is detesmined to ocoar when the Operator Ii) furnishes Material fran a storage facility c, 1mm another operated propenv, (lit has

4 mourned liability for she storage costs and ciaaseea is value, and (iii) has previ maul> sec’.ared and arId title to the transfewed Material -

Similarly, thn removal of Material learn the Joint Property to a storage facility or to another opnted pmpefly is also csidcred a transfer.

6 provided, however, Materiel that is moved leon nhn Joint Property to a storage tucatian for rare-keeping pending disposition may remain

7 charged to the Joint Acu I and is not cons’ dered a transfer Material shill be disposed of a accordance with Section IV 3 I Dtsjvtt,iua,t atf

Se,p(as) and the Agreement to which this Accounting Peocedute is aoarhed

Is A PRICING

Ii The value of hiatna! translened toFfroan the Joint Proporny should generally reflect the tV3ulit3 value on the dale or physical nosIer

13 Regardlenu of the pricing mnahod used, the Operator shalt make availnble to the Non-Operators su Olcient documentation to vnaify the

14 Material valuation When higher than tpeciflcunion grade or size tubular, are used in the conduct of Joint Operations. the Operator

IS shall charge the Joint Account at tlte equivalent price for well deuign specification tubulars. unletu such higher upecification grade or

It sized nubul urn are approved by the Panics purauaal no Section 16 A (Gs’itcral Mswcr.a). Transfers of new Materiat vdll he priced

7 using oae of the following pricing methodn; provided, however. the Operator shall use coauiuneot pricing metttoda, and not alternate

II between methods for the putpoae ofcltooning the method mont favorable lathe Operator for aspecific transfer

lv

20 (I) Uning published prices in effect on dale of movement an adjunted by tlte approptiale COI5AS Iliutorical Price Multiplier (11PM)

It or prices provided by the COI5AS Computerized Equipment Pricing System WEI5S).

22

23 (5) For oil country tubulars and line pipe, the published price shall be baued upon eaatern mill carlond base prices (Ilouston,

24 Tenut. for special end) adjusted an ofdate ofmovemest. pluo transportation cost as defined in Section IV 28 lFreitl)

35

2ct , lb) For other Material, the published price nItall be the published list price in effect at dale tilmosemenl. as ttnted by a Supply

27 St ore nearest the Joint Property where like Matrrial is noamslly available, or point of manufacture plus transportation

21 coeto as defined in Section IV 2 Il(trrtglti)

19

33 (2) Bated on a pnce quotation frmn a vend-or that reflects a oit,ent realistic acqutotort coot

31

32 (3) flased on lie amount paid by the Operator for like Material is the vicinity of the Joint Property with:n the prniou’s twelve (12)

33 montht from the dite ofphyaical transfer

34

35 (3) As agreed to by the Particapating Patties for Material betng transferred to the Joist Property, and by the Pantes owning the

36 Matetial for Material being trssafarnd from the Joinl Ptopeity

37

31 II FREIGhT

‘9

40 Transportation costa shall be added to the Material transfer price au ng nbc method prescribed by the COl’AS Compueerized

II Equipment Pricing System (CEI’S) If sot using CEPS, transportation costs shall be calculated as followu

42

43 (I) Transportation costs for oil country tubutaru and line pipe shall be calculated using ahe distance from eastern mill to the

13 Railway Receiving Poiqt baled on thc carload weight hatiu
sin ,ex,.....,,.. id ‘a lIt. (-ePAh, -4FI 3 B I”? Internal Pitting

tL
46

37

16
(2) Transportation costs for npeeial mill itema shall be calculated from that mill’s shipping point to tlte Rail way Receiviag Point.

For transportation costs from other than eastern mills, the 30.000-pound intersaate track rate shall bu uned. Transpttnation coata

for macatoni tubing shatl be calculated based on the interstate track rate per wei gut of tubing transferred to ahe Railway

Receiving Point.

51

53
(3) Tranuponalion costs for special end tubular goods shall be calculated using the interstate truck rate from I loaston, Tenau. to the

Ratlway Recri.iog loint

5,
(4) Transportation coats for Mattnal othar that that detrnhed in Sections I” 2 3 B I) through (3), shall be catrulatrd from the

Supply Store or point ofmanufar.ure, whichever is appropriate. to the Railwny Rccai’,irg P&rt

Regardleau of wherher using CEPS or marrjally catr.atating transportation costa. trasaponaaaon coats from the Railway Receiving Point

to the Joint Property are in addition to the foregoing, and may be charged 10 the Joint Account hated on actual costs ircured Alt

hi
transportation costs are subject to Equalized Freight as provided in Secttoa 11 (Trwt.yvari.-taaairt) ofthis Accounting l’;ucedure

- C TAXES
63

ha

6n Sales and use saves shall be added to the Maent tmrtsfer pore usarg mther the method contmned tn the COPAS Computatzed

Equrpment pricing System (C EPS) or the applicable Ian rate in effect for the Joint Pronrnv at the time ar,d place of tranafer In ci I ha

cane, the Joint Account sbs!l be chanced a credited at the rate that would have govmntrd hsd the Slatet,al beer a direct rarchane

COPYRIGhT © 2005 by Council of Petrolmum Accountants Societies, Inc (COPASI
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0 CONDITION

3 (I) Condition “A” — New sod unused Material in sound and serviceable condiiion shall he charged at one hundred percent (I 00%)

of the price as determined in Sections IV IA (Pricniig), IV 2 B (Freight), and IV 2 C (lien’s) Material tranofened from the

Joint Property that was tot placed in sernice shall be credited ns charged without gain or loss, provided, however, any unused

Matmia] that waj charged to the Joint Account through a direct purchase will be credited to the Joint Account at the otigina

7 ease paid teas restocking (eta charged by the ‘ardor New and unused Material urtsfetred front the Joint Propertb may be

credited an a price oeheo than the price onginalty charued to the Joint Account provided such price is approved by the Panic,

9 owning mach Material, pursuant to Section I hA (Crsirrst? (hasten) All reftatbiuhieg costs requ red or necessary to roam the

to Material to utigiatl condition onto cerect handling, tranapoeqation, or other damages will be borr.e by the diseasing property

It The Joinl Account inresponsible (or Mttenial preparation, hand3ng. and eractaponarioc conan for new tnd unused Stmeniat

charged to the Joint Propmsy eithee ebrough a direct purchase or Banufer Any preparation costs incurred, including any internal

3 oresteena I coating and wrapping, will be credited on new Material provided these tend ces were non repeated for such Material

II for rite receiving property

IS

In, (2) Condition “B” — Used Material in sound and serviceable condition and tuitahie for mate without recotditionitg ultall he priced

57 by multiplviog the price determined in Sections IV 2 A lPnc-irpc). IV 2 B (1*1gb:). and IV2C (lisle’s) by teventy- fist percent

II (75-i)

IS

20 Cacti as provided in Section IV 2 0(3). all reconditionieg costs required to rer,tnt the Materiel to (‘ocdition “B’ or to correct

21 hantdl;ne. tnnapecnatians mother damiga. wilt be borne by the disesting prupoly

23 If else Material was origi tally charged to the Join Account an used Mated al and placed n tervi cc (or ehe Joist Property, the

24 Material will be credited at the price detenniend in Sections IV 2 A (d’rtctntg), IV 111 (Freight), aed IV 1 C (flaxen) multiplied

25 by nixry-five percent (65%)

26

17 UnI eon olttensi se agreed to by the tarries hat paid fur ouch hi atori al used Material eranaferred from the Joint Property that wan

25 not placed in service on the property shalt be credited an charged without gain or loss.

29

71) (3) Condition “C” . Materi at thaI it not in sound and serviceable condition and not aui table for isa original function until after

31 reconditioning ahahl be priced by multiplying tlte price determined in Sections IV 2 A I l’rtrnng), IV 2 B (Fretghn), and IV IC

32 (lilian) by Ofly percent (50%).

33

34 The cost of reconditioning may be charged to the receiving property to the enter’ Condition “C” value, plus cosl of

33 reconditioning, does non exceed Condition “II” vtlue.

36

37 (4) Ctindition “0” — Material shut 0) is no longer soisable for itt original putpote hue oteable for tome other purpose, (ii) is

35 obsolete, on (iii) does not meet original tpecrfleutiono hal nlill has value and can he used in other applications as a substitstr for

39 items with difterenl specifications, i seonniderrd Condition “D” Material Caning, tubing, or drill pipe oted an line pipe shalt hr

10 priced as Grade A and II seamless line pipe of comparable sire and weight Uoed coning, lobing, or drill pipe utilized at line

It pipe shall he priced stated line pipe prices (‘acing, robing, or drill pipe oned as higiter preosare service lines than ntandatd line

42 pipe, e g power oil linen, ohall be priced under normtl pdcirg proceduret for caning, tubing, or drill pipe Upnet tubular goeda

43 shalt be priced on a non-tepees basis Por other items. the price used shootd resatt t’n the Joint Account being charged or can dined

dl with site vat an of the service rendered or see of the Material, or as agreed to by the Parties pursuant to Section I 6 A (es’,ter,nt

45 Atauwrs).

as

(SI Condition “F’ — Junk ehait he priced at prevailing scrap value prices

I’t E OTIIERPRICINGPROVISIONS

(I) PrepaeationCosta

33 Subject to Section II Dnreca e’hsar4,’eq ar.d Section III ln)s-ee&enafl of this Accounting Procedure. coals recurred by the Operator

54 in making Material serviceable including inspection, third party sun’eill ance services, sad other simil Sr services wrIt be changed

59 to the Joint Accoual at prices which reflect the Operator’s actual costs of the services Documentation muse be provided to Itte

56 Non’Opentoesupott request to support the cost of service New costing aran:or ulapping shall be considered a ea.npoomr of

57 the Materials and priced in accordance “sIb Sections IV I Iflirect I’ttrchow.s) or I” 2 A (Pncmgl. as applicable No charges nn

St credits shei be nude for use’ coating on wrapping . .

(_l,a’ ‘no ,,.its t,,, .,,.,,,.is,sn—ei,J. I n.j r ,_,,uot,1,,,, .

to

SI

62
(2) Loadine and Lnlo,dtng Costa

63
loading and unloading costs related to the en Ovetres I of the Matenal 10 lie Joint ltropeny shill be charged

64 ii—”—. — ,i ,r lan,t .th

65 ili.nsetliods-peoi(sad’,n4’4P \S SIFt 10 lsst, l0nsvi1rg taP)

Of,
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C COl’AS 2005 Accounti ng Procedure
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copas

I 3. DISPOSITION OF SLIRPLUS

Surplut Material is that Material, whether new or used, that it no tonger required for Joint Operations. The Operator may purchase, but

I shalt be under no obligation to purchase. the interest ofthe Nua’Operatort in sarplus Material — —

6 Dispositions for the purpose of hit procedure are considered lobe the relinquisitment of title of the Msteriat from the Joint Properly to

either a third panty, a Non-Operator, or to she Operator Ta avoid she accumulation of aurplus Msteriat, the Operator should make good

faith effona to dispose of surplus within twelve (t2) months titrough huylsate sgreemesta, trade, sale to a third psny, division in dod, or

9 other dispositions at sgreed to by the Panics.

It Disposal of surplus Materials shalt he made in scrordatce mith the cuss of the Agreem eat to which this Accounting Procedure it

13 attached tfthe Agreement contains no provioitsas governing disposal of aurplus Mstetial, site fotlossting terms shall apply

53

14 The Operator may, througts a sale to an unrelated third pany or entity, dispose of oarpttts Material having a gross tale value that

53 is lest than or equal to the Operator’ sexpen diture limit as set fonh in the Agreement tts which thit Accounting Procedure it

16 attached without she prior approval ofshe Panics owning ssctt Material

I,

Is • tf she gross sate value exceeds the Agreement en peodisure limit, ste ditposal must he agreed to by the Panics owning ssch

19 Material

21)

21 Operator may purchate surplus Condition “A” or “B” Material svitisout spproval of sIte t’anies owning such Material, based on

22 the pricing metltoda set forth in Section IV 2 (lhtrs.sfrra).

23

21 • Operator may purchase Condition “C” Material without prior apprssval of the Panics owning sucis Material if tlte value of ttte

23 Materials, based on tite pricing m ethmlt set forth in Section IV 2 5 ?i’atss.sfrrsl, is less than or equal to the Operator’o expenditure

26 imiaatioa tee fonh in she Agreement The Operator shall provide documentation supponiag tite classification of stte Material as

27 Condition C

29 . Operator may dispooe of Condition “B” or “fl’ Material usder procedures norntslly usilized by Operattsr wishtsut prior approval

30 of the Panics owning attest Material

31

32 4. SPECIAL PRtCINC PROVISIONS

33

34 A. PREMtUM PRtCING

35

36 Wtteaever Material is avsitable only at inflated pricet due to national emergeaciet, strikes, government imposed foreign trade

37 reaarictiont, or other unuaual causes over wtti ctt sIte Operator It as no control, for direct purchase the Operator may charge the Joint

35 Account for the required Material at she Operator’s actual coot incurred in providing sach Material, making is suitable for ote, tad

39 moving it to site Joint Propeny Material tmnsferred or disposed of during premium pricing sisuslionu shall be valued in accordance

451 wish Secaion IV 2 (li’ots.sft’ro) or Section IV 3 lDi.sprs.susrass r’fsssrpissx), as applicable.

4)

12 B SHOP-MADE ITEMS

43

14 Items fabricated by the Operator’s employees, or by contract laborers under the direction of the Operator, shall be priced using the

43 value of the Material used to coastmca the item plus ste cost of labor to fuhricate the item If sIte Mated at is from sIte Operator’s

16 scrap or junk account, also Material shall be priced at eittser twenty-five percea I (25%) of the cutrent price as detenaised is Section

47 IV.2 A ()‘rtrnrg) or scrap value, whichever is higher to no event shall the amount charged exceed the value of the item

In commeaouraae with iso use.

49

511 C MILL REJECTS

SI

52 Mill rejects purchased as “limited service” casing or tubing atsall be priced at eiglsty percent (00%) ofK’SS/J’SS price as determined is

53 Section IV.2 (Jhasr.iërs) Line pipe convened locating or tubisg with casing or tubing couplings attached shall be priced as K.55/J.

31 55 casing or tubing at the nearest size and weiglst

55

56

57 V. INVENTORIES OF CONTROLLABLE MATERIAL

59

is The Operasor shalt maintain records ofControttsble Msteaisl charged to the Joint Account, with sufficient detail to ped’omx physical invensorira

65

62 Adjustments to stte Joint Account by the Operator resulss’ag from a physical inventory of Controllable Material shall he made within twelve (12)

63 months following the taking of the inventory or receipt of Non-Operator inventory report Charges and credits for overnges or shonages ws’ll be

64 valued for the Joint Accounts’ n accord ancc wish Section IV 2 (Iresssufrr.s) and shall he basrd on she Condition “B” prices is effecs on the date of

h5 physical inventory unteas the inventorying Paniea can provide suflici eat evid ence an ottser Material condition applies

66

COl’YRIGIIT 02005 by Council of Petroleum Accountants Societies, Inc. (COPAS)
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I. DIRECTED INVENTORIES

I Physical inventorteu shall be performed by the Opualor up on written request of. majorin’ in working inlet-ella of the Non-Operators

4 thereinafter, ditected inventory). provided, however. the Operator shal nor he required to pmfortn directed invertlories more frequently

5 than once eves five (5) years. Directed jnventones tht0 be commenced wtthitt one hundred tghty (‘50) days afler the Operator receives

6 written notice that a majority in interest of the Non-Operators baa requested the inventory All Parties thall be governed by the results of

7 any di reeled inven toty

9 Expenses of directed inventories will be hone by the Joint Accocnt. peosided. however, costs associated with any post-report follow-up

0 work-tn sestling the inventory will be absuthed by the Party ircathrg such costs The Operator is expected to exercise judrmett in keeping

Is expenses within reasonable limits. Any anticipated disprosoniottate or extraordinary costs should b-c discussed acd agreed upon prior to

Il cnntnencement rfthe ins emory Expcxser ofdirected inventories nsay include the foEowing

53

51 A A per dtem rate for each inventory person, repreuestasve of actoul salaries, wages, and payroll hardest and herefltt of the personret

13 performing the inventory or a rate agreed to by site Panics ponuan I to Section I 6 A (fiesterat? Mttarers) Site per diem rate shalt also

16 he applied tot reasonable number ofdays for pre.inveeloty work and report preparation

17

It B Actunl transportation costs and Personal Expenses for the inventory team.

59

211 C. Reasonable charges for report preparation end distribution to Itte Nun-Operators.

21

12 2. NON.DIRECTEI) INVENTORIES

23

24 A. OPERATOR INVENTORIES

15

26 Physical inventories that are not requested by the Non-Operalors maybe performed by the Operator, as the Operators discretion The

27 espennet of condocting suctt Operator-initiated invrntodet shall not be charged to the Joint Accosnl

Zn B NON.ePERATOR INVENTORIES

31;

31 Subject to the tern, of the Atpeement In which this Accounting Procedure it attacher!, the Non-Operators may conduct a physical

32 invents) a: reasonable times at their sole coot and rink sfler giving the Operalor at least tintto (90) darn prior wti:tcn notice The

33 Non-Operator inventory report ahall be furnished to the Operator in writtng within ninety (90) days of complet;ng the inventory

31 fieldwork

35

36 C SPECt,I, tNVENTORIES

37

II The expense 0f conducting inventor es other tnt, those descnbed it Sections V I (Dtrecaed Innettrsunrt). VI A (CS/vr;uttr

39 bttrnrsnrna-s). or V ID Atmt4)j-rursr Imr,ttttnrs). shall be charged to the Party requaliar lucia inventory, provided, however.

10 inventories requtrvd due to a change of Operator shall be chnted to the Joint Account in the name manner as descnhed in Section

31 V I (Dtrcrtcj Intvstsswie.s)

V I. III F ft P SC 5’ I SONS
44

15 Nttttsttlt,t;inding anoshinat I,rrett. It. tlterth.ttrttry. OlteraIOI shall charge direct Is. tie Jtsint Arcttitttt .11 ctttln tsr third sari) Ir ettonitlling

46 ners-ices. isa leriats (itt land, legal. aittl accost I iittt sees ices. incIsed iItr, sail ho. t lim ilat inn, late research. I ease tlct1tttiitit,ns and title

17

45

19

31)

St

52

53

54

5’

60

61

64

63
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EXhIBIT” I)”

Attached to and made a part of that certain Operating Agreement by and between AM Idaho, LLC, as Operator, and•

_________________________

et at, as Non-Operator, dated effective the

__________

day of

__________________,

20t2,
covering the

___________________Prospect,

Canyon, Gem, Payette and Wasttington Counties, Idaho; Malheur
County. Oregon.

INSURANCE EXhIBIT

The Operator, during the term of this Agreement, shatt 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$t 000,000.00.

(C) Commercial Automobile Liability Insurance with a combined singte limit of not less than
$1,000,000.00 per occurrence.

(0) Commercial General Liability Insurance with an occurrence limit ofS 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;
$ 10MM for wells with completed well cost AFE’s <54MM
520MM for wells with completed well cost AFE’s $4MM to S7.SMM
530MM for wells with completed well cost AFE’s 575MM to 510MM
540MM for wells with completed well cost AFE’s > $IOMM
Operator’s control ofwell insurance shall cover the cost ofcontrolling a well out ofcontrol, 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.
(55,00t},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 ofa claim, the proportionate share
of the deductible/retention, Losses not covered by such insurance s/la/I be charged to the joint account
proportionately. The Operator is solely responsible for selection ofeoveragcs 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 ofa well and provide certificate of insurance with equal or higher limits ofeoverage.
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 Exlnbit “D”
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Exhibit “r’

Attached to and made a pan oflitat cerlain Operating Agsecment by and between AM Idaho, LLC, as Operator, and

___________
___________________

elal, as Non-Operator, dated elTective lie

_______________

day of

_____________________,

2012, covering
the

_________________________Prospect,

Canyon, Getn, Payette and Washington Counties, Idaho; Maltietir Cottntv, Oregon.

Gas Balancing Asect

NOTICE- %Ioniltly Cash B.lmte Form
DEFINI1’l(INS

The following definitions sitall apply to tttis Agreement:

.01 Ann’s Length Agreement” sItall Mean any gas sates aereement with ml uttafliliated psiretmaser of any gas sales
agrermeal with an affiliated purchaser where lie sates price and delivery conditions wider such agreement are
representative of prices and delivmy conditions cxtsuing wider otlter simiter agreements in hue area between
imnaffitiated patties at tlte same Lime for natural gas ofroinparable qsmlitv and quantity

I 02 Balancing Area” shalt mean eaclt welt subjeci to tIme Joint Operating Aweeindnt that produces Gas or is allocated
a share of Gas pmdt,ctton. If a single well is completed in two or morn producing inucrvats, each producing
intenal from wltichu the Gas produetton is not commingled in the wellbore shalt be cottstdered a separate selt

1.03 “roll Share of Cureni Production” altall mean sIte Percentage Interest of eactt Party in lie Gas actsiatly produced
frottt tIme Balancing Area dining eaclt tttontli.

1.04 “Gas” shall tttean all hydrocarbons produced or producible from ihe Balancing Area, whether frottt a well
classified as an oil well or gas well by tlte regtilatoty agency Itavitig jurisdiction in studs matters, wttictt are or tnay
be made available for sale or separate disposition by the Panics, excluding oil, condensate and other lis1stids
recovered by field cqttipincnt operated for SIte joint account, “Gas” does not include gas used in joint operations,
sticli as for fitch, recycling or reinjection, or wInch is vented or lost prior to its sale of delivery’ from sIte Balancing
Area,

1.05 “Makeup Oas” shall Mean any Gas taken by an Underproduced Party from sIte Balancing Area in cscess ofits Full
Share ofCtiuent t’roduction psirssiant so Section 3.3.

106 “MCF” shall ‘Mean one thousand cubic feet. A cttbie fool of Gas shall ‘Mean ilte volume of gas contained in one
cubic foot ofspace at a standard pressure base and at a standard temperature base.

1.07 “MMBTU” slmati ,t,ean one million British tiennal Units A British Umennat Unit shall mean the quantity of heal
requited to raise one pound avoirdupois ofpure water frotti 58 5 degrees Faltrenlieit to 595 degrees Faltrcnlicit at
a constant pressure of 13 73 pounds per square inch absolute.

1.08 ‘Operator’ shall mean the individual or entity designated under tic lemma ofthe Joint Operating Agreeittetti, or, in
the event this Agrectttent is not employed in connection with a Joint Operating Agreement, lie tndis idsml or entity
designated as the operator ofthe well(s) located in tIme Balancing Area.

I 09 “Overproduced Party’ sltall tnean any Party’ having taken a greater quantity of Gas from the Balancing Area tItan
the Percentage Interest oftiucli Party in sIte cutnulatuve quantity of all Gas produced from tlte Balancing Area

110 “Overproduction” shall Mean the cumulative quantity of Gas take,, by a Party in excess of tts Percentage Interest
in tlse eritnutative qstanhiP’ ofall Gas produced from the Balancing Area.

1.11 ‘Pa,iy” shall mean those individuals or entities subject to tins Agrematent, and their representative ltctrs,
sticcessors, tnttsfes’ees and assiens

1.12 “Percentage Interest” shalt tttean tie percentage or decimal interest of cacti Party in the Gas prodsiced from tic
Balancing Area pstrsttatat lottie Joint Operating Agreement covering sIze Balancing Area.

1,13 “Royalty” sttath titean payntenis on production of Gas frotn the Balancing Area to all otvncca of royalties,
overriding royalties, production payments or similar interests.

1.14 “Undeeprodsiced Party” shall mean any Party having taken a lesser quantiiy ofGas from the Balancing Area titan
ttte Percentage Inierest ofsticlt Party in the cumulative quantity ofall Gas produced from the Balancing Area.

“Underproduction” shalt ,nean the deficiency between the csutnttlalive quantity of Gas taken by a Party and its
Percentage Interest in the cutnutahive qttantity ofall Gas Produced from tlte Balancing Area.

“Wittter Period” ahath Mean the tnontlt(s) of October - December in one calendar year and lie month(s) of
January’ - March in tie succeeding calendar year

II, BAlANCING AREA

If this Agreetnetit cosrrs more titan one Balancing Area, it shall be applied as if each Balatucing Area were covered by
sepanie butt identical agreetnents. All balancing hereunder shall be on the basis of Gas taken front tim Balancing Area
tttcasured in MNIBTU’s

Ill, RIGSITOF PARTIES TO TAKE GAS

3 I Eadt Party shall notify the Openniur, or cause hue Operator to be notified of the volsuines nominaicd, tlte name of
the transponing pipeline and the pipeline contract number (if available) and nteter siation relating to such
detiveuy’, sufficiently in advance for tIre Operator, acting with reasonable diligence, to meet alt ttmttinalion and
oilier requirements. Operator is authorized to deliver the volumes so nominated and confirmed {ifconflnnation is
required) to the transponing pipeline in accordance witlt tire tcnns ofihis Agreemenc

3.2 Each Pany shalt ,uake a reasonable, good faith elTon 10 take its Full Share ofCuncnl Production a, all inset

33 Whim a Party fails for any reason to lake its Full Share of Current Produetioit (as sttcti Share tna be reduced by
lie right of the oilier Panias to make up for Underproduction as provided herein), the oilier Parties shall be

rnmitted to take any gas witith sue, Party fails to take To the extent practicable, such Gas shall be made available
initially to each Undca’preduccd Party in the proponiot, lust its Percentage Interest in the Balancing Area beers to
mIte osat Percenlage Interests olall U’ndeqarodtuccd Panics desiring to take sucit Gas. Ifall such Gas is not taken
by tue Undcrproduccd Panics, tie ponion not alien shall then be made available to the other Parties in use
proponion that tltcir respective Percentage Inieresis in tue Balancing Area bear to the total Percentage Interests of
sucti Parties.
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GAS BALANCING AGREEME5fF PAGE 2

3.4 All Gas taken by a Party in accordance wish the provisions ofttiis Agreement, regardless ofwiteslter such Party is

undeq,rodttced or overproduced. shah he regarded as Gas taken for its own account with title thereto being in such

taking Psrty

3.5 In the event that a Party fails to make arrangements so lake its Fill Share of Current Production, itte Operator ntay

sell any part of suds Party’s Full Share of Current Production that sstclt Party fails to take for the account of such

Party and render to suctt Party, on a current basis, the full proceeds of the sale, less any reasonable tiarketing,

cotnpression, treating, gatttering or transportation costs incurred directly in connection wittt tlte sate of suclt Fttll

Share of Current Production. In making ttte sale contemplated itereitt, tlte Operator sitall market such Party’s
proportionate stsare of gas produced from ttte contract Area on terms no tess advantageous than those on which

Operator tttarkets to any non-affiliate its own proportionate share of gas prodttced from ttte Contract Ares. Any

sticli tale by Operator tinder ttte terms hereof sItall be only for suclt reasonabte periods of time as are consistent

wilts sIte minimum needs oftlse industry under ttte partictttar circutttstances, isut in no event for a period in excess

of one (I) year. Notwitltstanding lie provisiottt of Article 3.4 itereof Gas sotd by Operator for a Party tinder the
provisions hereof stsatt be deemed to be Gas taken for ilte account of sitclt Party. Notwithstanding any provision

Iterein, Operator will sot make any sates tinder this Section 3.5 tinless it has first notified a Party with seven (7)

days written notice ttsat a sale hereunder is contemplated.

lSc CASh BAlANCING

Effective the first day of any calendar snonthi, following the receipt of tie Statement of Gas Batances as provided in

Article V below, eacts Ovetprodttced Party shall make payment to ttte Operator so as to eliminate its overproduction as
provided in Article VII below.

V. STATEMENT OF GAS BAlANCES

5.1 ‘ftc Operator wilt maintain appropriate accostnting on a monthly and cumulative basis of tIme voltttttes ofGas Ilsat

each Party is entitled to receive and ttte volumes of Gas actually taken or sold for cacti Party’s account. Within

sixty (60) days arter tie sitontls of production, the Operator will ftimistt a statetssent for such snonttt slsowing (I

cacti Party’s Ftill Stsare of Cttrreot Prodtmction, (2) the total voltitne ofGas actually taken or sold fir cacti Party’s

account, (3) the difference between tim volume taken by cads Pany and that Party’s Ftill Share of Current

Production, (4) tie Overprodttction or Underproduction ofeaclt Party, and (5) other data as recosonsended by the
provisiosss of ttse Council of Pesroletim Accountants Societies Bulletin No. 24, as amended or stipplesnented
hereafter. Each l5arty taking Gas will proospsty provide to the Operator any data required by lie Operator for
preparation ofttte statements required tuerctmnder.

5.2 If any Party fails to provide ttse data required herein timoely, time Operator, or wlsere tIme Operator Imas failed to
provide data, anotlmer Party, ss,ay audit site production and Gas sates and transportation vohimmoes of tile non-
reporting ‘arty to provide use required data, Suclm audit simall ise conducted only after reasonable notice and
during tionstal business hours in the office ofttue Party wtuose records are being audited. All costs associated whIt
such atidit will lie clmarged to Ilse account oftlsc Party failing to provide site required data.

VI. PAYMENTS ON l’RODIICTION

6.1 Each Party taking Gas shall pay or catise iobe paid all production mid severance taxes due on all volssmnes ofGas
acittally taken by suclm Party

6.2 The Operator slmall pay or cause so be paid all Royalty dtie wilts respect to Royalty Owners to wlsoto it is
accountable based on lie volume of Gas actually taken for time respective Parties’ account.

6.3 in him event utah any govemsnenhal aumthority requires tlmat Royalty paytttettts be made on atty outer basis titan Ilmat
provided for in timis Section Vt, eachm Party agrees to make such Royalty payments accordingly. commencing on
the effective date required by suds govemtnenhal authority, and the taeslsod provided for hmereitt shall be titerelsy
superseded.

VII. CASII SETTlEMENTS

7.1 Effective lie first day of any calendar stiontim following the receipt oftlse Statement ofGas Balances as provided itt

Article V below, any Overproduced Party shall fonvard, via wire transfer, the caslt atnottni of site value of its
overproduction to the Operator. Tite Operator sisahl, witisin fifteen (15) days thereafter, pay to the respective
Undeqsrodtteed Party(ies) its (their) proportionate share ofilte value ofhhue overproduction.

7.2 The amount of site caslt settletnenh will be based on site proceeds received by sIte Overproduced Party ssnder an
Ann’s Lengsls Agreesutent for tlse Gas taken from time to time by tue Oveqsroduced Party in excess of the
Overprodutced Party’s fall sisare ofCurrent Production. Any Makeup Gas taken by the Underprodttced Party prior
to monetary settlement lsereuunder will be applied to offset Overproduction eltronologically in tlse order ofaeenmal.

7,3 lime values sused for calcstiasing tlte casts settlement tinder Section 7.2 will incltide all proceeds received for site
sale of hue Gas by tlte Overprodsuced Party calcstlated at tlte Balancing Area. alter deductimsg any production or
severance taxes paid and any Royalty acstuslly paid by lie Overprodtuced Party so an Underprodticed Party’s
Royalty owner(s), to tite extent said payttsetsts amttounted to a discharge of said Ustderproduced Party’s Royally
obligation, as well as any reasonable taurketing, compression, treating. gaslsering or transportation costs incurred
directly in connection with ulte sale ofslse Overproduction.

7.4 To lie extent hue Overprodtuced Party did not sell all Overproduction under an Anti’s Lengths Agreetnent, tue casit
setttet,sens will he based on tise weighted average price received by site Overprodutced Party for any gas sold frotus
tlte Balancing Area tinder Ann’s Lengslt Agreetnents during tlte ttsontlss to wlmicit suclt Overprodtuctiots is
attributed, In sIte event that no sales tinder Ann’s Length Agreements were made during any such tnonttt, the cash
seitletnent for suds tttontht will he based on the first ofslte mnontlt weighshed average spot sates prices psubhislted for
tite applicable pipelines in hite applicable geograpitic area during suclt month, first, using Inside FERC’s Gas
Market Report and, tlten, stsitsg Natural Gas Intelligence if Inside FERC is no longer pttblished, Should these
pttblications cease to exist, a totihualty acceptable pricing bulletin will be used.

7.5 Interest cotapotinded at ttte prime rate in effect as Citibank NA. ofNew York plus 4% per annum or ilte tnaximsmtn
lawfiml rate of interest applicable to the Balancing Area, whicltever is less, will accnte for all amounts due under
Section 7.1, beginning lie first day following use date payntent is dute. Sitcit interest shall be home by the
Operator or any Overprodsiced Party in the proportion titat tlteir respective delays beyond bite deadlines set out in
Iris Section, contributed to site aeemal oftlte interest.

7,6 iltat ponion ofany tttonies collected by an Overprodsiced Party for Overproduction wisicht is stibject to refund by
orders of the Federal Energy Regtilatoty Commission or oilier govemtnenlal atititority may be withheld by lie
Oveqsrodttced ‘any tintil suelt prices are fully approved by sucit govemnsensat asthhsorisy, ustless the
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Undeqsrodttced Party fstmishes a corporate undertaking, acceptable to ilie Overproditced l’any, agreeing 1° hold
the Overproduced Party lianniess from financial loss due 1° refttnd orders by suds governmental auttionty

VIII. TESTING

Notwithstanding any provision of Isis Agreement lo the contrary, any Party who is selling its gas production
independently ofOperaior shall have lie riglti, front linie to lime, to produce and take up to one Ittindred percent (100%)
of a well’s entire Gas stream to ‘fleet the reasonable deliverability testis) required by ssteli Party s Gas purchaser, and tIm
nght to take any Makeup Gas shall be siibordinaie 011w right of any Party 10 condttet ssscli tests, provided. however, that
such tests shall be conducted tn accordance with prudeni operating practices only after tent 10) days’ prior wnhlen notice
10 the Operator and shall last no longer han sevrnry.two (72) hours.

IN. OPERATING COST S

Nollting in this Agreement shall change or alTen any Party’s obligation to pay its proportionate share of all costs and
liabililmies incened in operations on or in connection with the Balancing Area. as ha share ttiaeof is set forth in the Joint
Operating Aseremnent, irrespective of whether any Party is at any lime selling and using Gas or whether audi tales or uae

are in proportiort to its Percentage Interest in lie Balancing Area.

N. lIQUIDS

The Parties shall share proportionately in and own all liquid liydrocathens recosered whIt Gas by field equipment
operated for ttiejoini account in accordance with heir Percentage Interests in tie Balancing Area.

XI. AL BIT RIGIITS

Notwithstanding any provision in tIns Agreement or any oilier agreetnent between the Parties hereto, and fiunlier
notwithstanding any temüration or cancellation of this Agreement, for a period of two (2) years from lie end of lie
calendar ‘ear in which any information iobe furnished tinder Section V or VII lietcof is supplied, any Party shall line tIm
right to asidit tIme records of any oilier Party regarding quantity, including bet not tihatml 1° infomsatiots regarding (flu.
content Any Undeaprodisced Pan> shall line mIte right for a period of two (2) years from the end of lie calendar year in
which any cash settlement is received pursuant to Section VII to audit lie records of may Overproduced Party as to all
mailers concerning values. iociuding but not limited so information regarding prices and disposition of Gas froos stir
Balancing Area. Any such audit shall he conducted at thie expeitse ofilie Party or Panics desiring such audit, and shall be
conducted, after reasonable notice, dtinng nonnat business tours in tIme office of sIte Party whose records are being
audited. Eacti Party hereto agrees to ittaintain records as to the volumes and prices of Gas sold cacti month and the
Volumes ofGas used in its own operations, along willi die Royalty paid on any such Gas used by a Party in its own
operations. Pie audit rights provided for in risk Section Xl shall be in addition 10 those provided for in Sectioti 5.2 of
tIns Agreement.

XII. MISCItI,I.ANEOITS

12 I As betweets the Parties, in tlse event of any conflict between the provisions of Ins Agreement aisd the provisions
ofany gas sales contract, or in the evetit ofatty conflict between mite provisions of the Joint Operating Agrcetitcnh.
the provisions oftliis Agreement shall govern.

122 Each Party agrees to defend, indemnify and hold hianssless all oilier Parties from and against any and all liability
for any claims, which nay be asserted by any third Party which tiosv or hereafter stands in a contractual
relationiltip with such indenunifying Party aisd which arise out of (lie operation ofthtis Agreement or any aesivilies
of such indeninifying Party tinder lie provisions of Ins Agreement, atsd does further agree to save the oilier
Parties liansiless front all jsidgmmtents or damages sustained and eosis incurred in connection therewith.

12.3 Except as othienvise provided in Isis agreement Operator is authorized to administer the provisions of ilus
Agreement, but shall have no liability to lie oilier Parties for losses sustained or liability incurred which arise 05th

of or in connection with the perfonnance of Operator’s duties hereunder, except mmcli as may result front
Operator’s gross negligence or willful misconduct. Operator sIsall not be liable ho any Undeqsroduiced Pany for
lIme failure of any Overprodueed Party (oilier titan Operator) to pay any amounts owed pursuant to the tenuts
hereof

121 ntis Agreement stiall remain in full force and effect for as long as the Joint Operating Agreement shall remain in
force and effect as to the Balancing Area. and thereafter until the Gas accounts between the Panics are settled in
frill, and shall inure to lie benefit ofand be binding upon the Parties hereto, and their respective heirs, suueerssors,
hc’gal representatives and assigns, ifany nw Parties hereto agree so give notice ofrhe existence oftbis Agroritteag
to any successor in interest of any ssidi Party and to provide lliai any such successor shalt be botmnd by this
Agreesneast. and shall further make any transfer of any interest subject to the Joint Operating Agreement, or any
pan thereof also subject to the icons ofilus Agrectssctsh.

12.5 Unless the context clearly indicates otherwise, words sised in lie singular include mIte plural, sIte plural includes
sIte singular, and the neuter gender includes lie masculine and the feminine.

12.6 This Agreement shall bind tIme Partie, in accordance with the provisions hereof, and nothing liereimi shall be
construed or interpreted as creating any rights in any person or entity not a signatotv hereto, or as being a
stipulation in favor ofany sssels person or entity

12.7 If contemporaneously with this Agreement becoming effective, or thereafter, any Party requests that any oilier
Pan> execute an appropriate mmiemmsorasrduni or notice of Iliis Agreement in order to give third parties notice of
record of anne and submits mine for exenslion in recordable foms. such mensoranduim, or notice shall be duly
executed by (lie Party to which such request is made and delivered promptly thereafter to the Party tsssking ttse
request Upon receipt, lie Party making the reqstest shall cause the memorandum or notice lobe duly recorded in
the appropriate real property or other records affecting lie Balancing Area.

12 I In die event federal ax regulations require a unifonti method of computing taxable income by all Parties, lie
Parties aere 10 negotiate in good faith to agree upon ssich a uniform method that is in accordance a oh the
requirements ofsaid ax regulations.

XIII. ASSIGNMENTANI) RIGhTS UPON ASSIGNMINT

13.1 Subject to tIme provisions ofScetions 13 2 and 13.3 hereof, and notwishmshanditsg anytlmitig in sIns Agreeimieitt or in
mIte Joint Operating Agreement to the contrary. ifany Party assigns (including any sale, exchange or oilier trnosfcrb
any of its workitsg interest in the Balancing Area when such Party is an Umsdeqxrodueed or Oveqarodutced Party,
the assignment or oilier act of transfer shall, insofar as the parties hereto are concemed, include all interest of mIte
assigning or transfethng Party in tIm Gas, alt rigiits ho receive or obligations to nsake any monetary paymtment which
nay ultimately be due hereunder, as applicabihe. Operator and each ofitie oilier Parties hereto shall thereafter treat
the assignment aecordit,ghy, and tie assigning or transferring Party shall look solely 10 its assignee or other
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transferee for any interest in tire Gas or monetary paynrens thai such Party may have or to which it tray be entitled,
and shall cause its assignee or other transferee to assttnre its obligations tterettnder

13.2 Noissitlrstanding anything in this Agreement (including bitt not limited to rite provisions ofSection 13.1 hereof) or
in rite Joint Operating Agreement to the contrary, and subject lottie provisions ofSection 13.3 hereof, in the event
an Overproduced Party intends to sell, assign, exchange or otlienvise transfer any of its interest in a Balancing
Area, such Overproduced Party straIt notify in writing tire oilier working interest owners who are Parties hereto its

such Balancing Area of such fact at least thirty (30) days prior to closing lie transaction, Thereafter, any
Underprodriced Party may demand from such Overprodueed Pany in writing. within twenty (20) days after receipt
of the Overprodticed Party’s notice, a cash settlement of its Underproduction from the Balancing Area, ‘Pie
Operator shah be itotihied of any such demand and of any cash settlentenl pursuant to this Section XIII. and the
Overproduction and Underproduction of cacti Pany stratI he adjusted accordingly. Any cash settlement pursuanr
to tint Section Xlii strati be paid by rite Oveqwoduteed Party (i) in accordance with Article VII or (ii) at ttte closing
of the transaction in wInch tire Overproduced Party sells, assigns, exchanges or ottienvise transfers its interest in a
Balancing Area, witicluever is the earlier, and shalt bear interest at rite rate set forth in Section 7 5 hereof,
beginning sixty (60) days after tire Oveq,rodticed Party’s sale, aasigntrrent, exchange or transfer of its iirterest in
tire Balancing Area for any amounts not paid, Provided, however, if any Underprodruced Party does not so
demand such cash settlement of its Undeq,rodrtction from ilme Balancing Area, such Undeqsroduced Party shah
look exclusively to tire assignee or olher successor in interest of tire Oveqaroduced Party giving notice lierestnder
for tue satisfaciiotr of such Underproduced Party’s Underproduction in accordance with tire provisions of Section
13.1 hereof

13.3 ‘Pie provisions ofthis Section Xlii shah not be applicable in tire event any Party mortgagca its interest or disposes
of its interest by merger, reorganization, consolidation or sale of substantially all of its assets to a subsidiary or
parent cotnpany, or to any contpany in whiictr any parent or subsidiary of sruchr Party owns a majority of the stock
ofsrtctu company.

End of Exhibit “E”
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EXHIBIT “F”

Ailaehed to and made a pan of thai certain Operating Agreement by and between AM Idaho, LLC, as
Operator. and

_________________________,

et al, as Non-Operator, daied efThctive the

_____________

day of_

______________,2012,

covering the

_________________Prospect!

Canyon, Gem, Payelte and
Wasliingion Counties, Idaho; Mailteur County. Oregon.

NIE:IOItANflL’NIOFO(’ER4i’tNGAGREEMENi’
AND

FINANCING STATEMENT

TIlE. STATE OF §
§

COUNTY OF §

TtltS AGREEMENT is made and entered into by end between AM tdatso, LLC, (hereinafter referred tn as
‘OPERATOR’), and the undersigned parties thereinafter referred to as ‘NON-OPERATORS’).

WHEREAS. the panics to his Memorandum of Operating Agreement and Financing Statement
(hereinafter referred tn as ‘Agreement) are owners of certain Oit and Gas Leases and/or Oit and Gas tnterests
coenng the

______________________

Prospect Area described in Exhibit ‘A’ which is attached to and made a pan the
Operating Agrecment (said Land(s), Lease(s) and tntereslts) are hereinafter referred to as the ‘Contract Area’), and
in any instance in which the Lease(s) or tnterest(s) ofa party are not ofrecord, the record owner and the party hereto
that owns the interest or rights tttcrein are reflected on said Exhibit ‘A”. AND,

WHEREAS, the parties hereto have subjected thctr interests in the Contract Area to an Operating
Agrcement dated effective the day of

___________________________,

20t2 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 devetoping
such tandt, Leases and Interests for oit and gas, AND.

WHEREAS, the panics hereto have executed this Agreement for ttte purpose of imparting nottce to all
persons of the rights and obtigations of the parties under the Operating Agreement and for the further purpose of
perfecting those rights capabte of perfection;

NOW, TtIEREFORE, in consideration ofthe mutuat rights, covenants and obligations of the parties hereto,
it is hereby agreed between the parties as follows.

I. This Agreement is a supplementat to she Operating Agreement. wInch, for atl purposes reference is hereby
made and the terms and provisions contained therein are incorporated herewith in their entirety, and att
terms used herein shall have the same meaning ascribed to them in said Operating Agreement.

I The parties hereby agree that

A. The Oil and Gas Lease(s) and!or Ott and Gas Interest(s) of the parties comprised by the Contract
Area stiatt be subject to and burdened with the terms and provisions of this Agreement and the
Operating Agreement, and the panics do hereby commit such L.ease)s) and Interest(s) to the
performance thereof.

D The exptoration and development of the Contract Area for oil and gas sltatl 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 alt equipment and materiats acquired in operations on the Contract
Area shalt he owned, by tIm panics hereto, as provided in the Operattng Agreement.

0. Rerardless of ttte record title owncrshtp to the Oil and Gas Leases and/or Oil and Gas Interests
identified on Exhibit “A’. alt production of oil and gas from the Contract Area shalt be os’ncd by
the panics as provided in the Operating Agreement; provided nothing contained tn tbts Agreement
shalt be deemed an assignment or cross-assignment ofinterests co’ercd hereby.

E Each parry shalt pay or delker, or cause to be paid or detivered. all burdens on its stmre of the
production from the Contract Area as proidcd in the Operating Agreement

F Any oscedding royalty, production payment, net profits interest or other burden payable out of
production hereafter created, asstgnments of production given as security for the payment of
money and those overriding royalties, production payments and other burdens payabte out of
production heretofore created and defined as Subsequently Created Interests in the Operating
Agreement shall be (i) borne solely by the party whose interest is burdened therewith, (ii) subject
to suspension if a party is required to assign or relinquish to another party an interest hich is
subject to such burden, and (iii) subject to the lien and security interest hereinafter provided if the
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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.

0. 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 regulattng such transfers, This Agreement and the Operating Agreement shall be
binding upon and shall inure to the benefit of the panics hereto, and their respective heirs,
devisees, legal representatives, and assigns.

H. The panics shall have the right to acquire an interest in any renewal, extension or replacement
leases, leases proposed 10 be surrendered, wells proposed to be abandoned, and interests to be
relinquished as a resull of non-participation in subsequent operations, all in accordance with the
terms and provisions ofthe Operating Agreement.

The rights and obligations of the panics and the adjustment of interests among them in the event
of a failure or loss oftitle, failure to panicipate in acquisitions under the Area of Mutual tnteresi or
the participation in a greater interest in such acquisitions, each party’s right to propose operations.
obligations svith respeci to panicipation in operations on the Contract Area and site consequences
of a failure to participate in operations, the rights and obligations of the panics regarding the
marketing of production, and the rights and remedies of the panics for failure to comply with
financial obligations shalt be as provided in the Operating Agreement

J Each party’s interest under this Agreement and under the Operating Aereement sttall be subject to
relinquist,ment for its failure to participate in subsequent operations aod each party’s share of
production and costs shall be reotlocated on the basis of such relinquishment, alt upon tite terms
and provisions provided in the Operating Agreement.

3 All ottier 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 pany 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 propeny 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 ofexpenses. interest and fees, the proper disbursement of all
monies paid under this Agreement and the Operating Agreement. the asstgnment 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 chic
Operating Agreement. Such lien and security interest granted by each party hereto shall include
such pan’s Ieaseltohd interests, working interests, operating dehts. and royalty and overriding
royalty interests in the Contract Area now owned or hereafter acquired and in lands pooled or
unitized therewith or otlienvise becoming subject to this Agreement and ttie Operating Agreement,
site 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 limitahion. accounts arising from gas imbalances or from the sate of
oil and/or gas at the wellitead), contract rights. inventory and general intangib!es relating thereto or
arising therefrom, and all proceeds and products ofthe foregoing.

B Each pan represents and warrants to the other panics hereto that the lien and security interest
granted b such pan>’ to the other panics shall be a first and prior lien, and each pany Isereby
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, tisrough or under such pany. 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, wltether by assignment, merger, mortgage, operation of law, or otherwise, shalt be
deemed to have been taken subject to the lien and security interest granted by the Operating
Agreement and this instrument as to all obligations attributable to such interest under tltis
Agreement and the Operating Agreement whether or not such obligations arise before or after such
interest is acquired.

C To the extent that the panics have a security interest under the Uniform Commercial Code of the
state in which the Contract Area is situated, they shall be entitled to exercise the rights and
remedies of a secured pany under she Code. The bringing of a suit and the obtaining ofjudgment
by a party for the secured indebtedness shall not he deemed an election of remedies or otherwise
affect the lien rights or security interest as security for the payment thereof In addition, upon
default by any party in the payment of Its share of expenses, interest or fees, or upon the improper
use of funds by the OPERATOR, the other panics shall have the right, without prejudice to other
rights or remedies, to collect from the purchaser the proceeds from the sale of such defaulting
party’s share of oil and gas until the amount owed by such party, plus interest, has been received,
and shall rave the right to offset the amount owed against the proceeds from the sale of such
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defaulting party’s share of oil and gas. All purchasers of production may rely on a notification of
default 11Dm the non-defaulting party or parties staling the amount due as a result of the default,
and all parties waive any recourse available against purchasers for releasing production proceeds
at provided in this paragraph.

D. Ifany partY fails to pay its share ofexpenses within one hundred twenty (120) days after rendilion
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 othenise.

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 ofthis Agreement or the Operating Agreement, to the extent allowed by
governing law, the defaulting party waives any available neist of redemption from and after the
dale ofjudgment. any required valuation or appraisal ofthe morteaged or secured propenv prior to
sale, any available right to stay execution or to require a marshaling of assets and any required
hond in the event a receiver is appointed. tn addition, to the extent permitted by applicable law,
each party hereby grants to the oilier 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 ottienvise 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.

0. To the exient permitted by applicable law, NON-OPERATORS agree that OPERATOR may
invoke or utilize the mechanics’ or materiatman’s lien law of the state in vvhich the Contract Area
is siluaied in order to secure the payment to OPERATOR of any sum due under this Agreement
and it,e Operating Agreement for services performed or materials supplied by OPERATOR.

II The above descnhed securiiy 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 ornees required under the Uniform Commercial Code or ottier
applicable state statutes to perfect the above described security interest, and any party tierelo may
file a continuation statement as necessan’ under ttie 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 alt 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, ifOPERATOR has complied with alt of its financial obligations.

6. This Agreement and the Operaling Agreement shalt 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 tlse 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 tt,is Agreement or the Operating Agreement with
respect to the merest 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
pany has agreed to participate prior to making such assignment, and the lien and security interest granted
by Article VII B. ofihe Operating Agreement and hereby shall continue to burden the interest transferred to
secure payment of any such obligations.

7. In the event of a conflict between the terms and provisions ofthis Agreement and the terms and provisions
of the Operating Agreement, then, as between the parties, the terms and provisions of the Operating
Agreement shall control

8 This agreement shall be binding upon each NON-OPERATOR when tlsis agreement or a counterpart
thereof has been executed by NON-OPERATOR and OPERATOR notwithstanding that this agreement is
nol then or thereafter executed by all of the parties to ‘vlueh it is tendered or wlsich are listed on Exhibit
“A” as owning an interest in the Contract Area or wt,icls onn, in fact, an imeresi in the Contract Area. In
the event that any provision herein is illegal or unenforceable, the remaining provisions shall not be
affected, and shall be enforced as ifthe illegal or unenforceable provision did not appear herein
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IN WITNESS WI-IEREOF, this Agreement shall be effective as of the - - day of

________

2012.

OPERATOR:

AM IDAHO, LLC
By. Alta Mesa GP, LLC
Its: General Fanner

F. David Murrell, VP-Land

NON-OPERATORS:

STATE OF TEXAS

COUNTY OF

________.

§

Tins instrument was acknowledged before me on Ihe — — day of —. , 20, by F.

David Murrell, Vice Presidenl of Land of AILs Mesa CI’, LLC, General Partner of AM Idaho, LLC, a limited

partnership, on behalf of said partnership,

Notary Public in and for the
SIaIe of Texas

STATE OF

______________

§

COUNTY OF

___________

§

This inslrument was acknowledged before me on the day of

_______________

, 20, by

_______________,the __________________________

of

____________________________

on behalf of said

company.

Notary public in and for the
State of

__________________________

End of Exhibit “F”
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OIL AND GAS LEASE
(PAID-UI’)

This Oil mid Gas Lease (“Lease’’) is made ellectise tins

________

day of

___________________________________________________________________________________-

20! 5. hetss-cen

____________________________________________________________

ssltosc address is

_________________________________________________________________________________________

(‘Lessor”,

nhetlter Lute or more) and A I Idaho. l.LC. 15021 Kan Freeway. Sal Ic 3(11). I lotisititi. Texas 771)93 I’’ Lessee’).

V. I iN1SSS1:l II ‘fliat Lessor. Ihr and iii consideration of Ten Dollars Sit) 00) and other good and valuable consideralion in mod paid. rectipl and sufliciencv of

ssh ieh are hereby ickniiwledized, mnd of (lie agrecnicnts of cssce hereinailer set finli. hereby grants, demises, leases and lets exclusively 111110 said Lessee the lands
hereinafter des c r bed hr the p ttrpose of prospe cii no, exploring by geopltvs i cat and other methods, drill me. ‘ii in ing, operating hr and producin oil or gas. or hit Ii.
i nd ad i lie, Ii ui not as a tin (anon- eas in oh cad gas, en_s inghead gasoline, gas—condensate (d still ate) and any s tibstance, n helli er si ni I jr or d ssini ii ta. prod Li ced in a
gaseous state I trough a ssell bore (hot not gravel or odi Cr in Inc ral s tot p rod ii ecd through a ssel Ihore). together ‘vi th (lie right Li f ingress and egress (ncr tinds ins ned h>
Lessor 0 eOns I met md ma in I a in pipe Ii nes. tel epito ne and el cci ri e lines, tanks. to’s ers. ponds - roads ass, plants - C LILt p inent. and 51 riiet ores I Itereon ILl prodttee. sas C -

market and take care of said oil. gas and other minerals_ and the escitisise right to inject air, gas. nater. brine and other Iloids front toy sitiree ntis the stibstirtlice strata
and an> mid ill oilier ngltis and pri’ ihegcs necessary, incident In, or convciiicnl br the ccntit,mical operation tif said land, alone or eLmjointl> ith neiglihi,ring land. br
the pniductnin saviitg, itiarketing and taking care of oil, gas and other itinicrals and the injcelion t,f air, gas, waler, brine, and other fluids into the stihstirfiee strntn_ said
lands being sit outed iii I he Cot,n Iv of ]asette. State of I d alto, and he no d ese ri bed as Mows. io—w it

st: LXI (Ill A” FOR DESCRIIrI’IoN or SAIl) LANDS AN!) Al)l)I’l’IONAL PItOVISIONS 0 ‘Ill IS LEASL.

And cti it (ant tog — tic res, I nore or less. the ‘‘Leased I • re in ises’’.

In addition to tite above described lands. Lessor lterehy grants, leases mid lets exclusively unto Lessee, to (lie same extent as if specilically deserihed herein, all

lands owned or cI ai itt ed by l_esstir wIt i eli are ttd aeent, cLInt igtio tis to, or f nit a pan of the lands ahove parti cul trl y described, i tel tid i itg all oil, gas. and Lithe r in inc nil

and the i r c onstil tie nts cinderl yi ng lakes, rivers. s (reams, roads. ease lien ts and ri gIlt—u f—ways ‘vh i cli traverse or any of said hinds.
IL is agreed that tli is Lease shall remain in Ibree ir a (cmi of five (5) years I om date (here in called (lie ‘‘Primary ‘term’’) and as long titerca icr as oil, gas, or Lithe

in in cml s, tir any of tli em, is produced from said land by’ Lessee, and as Icing thereafter as operations, as Ii erci taller de lined, are cond acted tipti n said land ‘vi tI i ilL)

cessation lbr I lore than one Ii u ndred twenty (I 20) consee titi ye d tys. Wb en ever used in this I_ease (lie word ‘‘operations’’ shall mean operations lbr and any of the
lbllowoig: dnlloig. lesting, completing. reworking, reeLimpieting. deepening, plugging hack or repairing til’a well in search of or in an endeavor to obtain prtidtietioit of
oil, gas, or other minerals, or prod Li Ct ion of oil, gas, or other in inc ral s, s.hethe r or not in paying c) ua nt i ties. If wit i Ic tli is Lease is iii three, at, or alter iii e expiration of
the I’ri m my Term lsercoE i L is not being cci nti noed in ihrce by reason of the s Ii lit—in well provisions here i nailer staled, and Lessee is not eond ciet ing ciperat ions tIn said

I stid by reason is f (I) miv law, order. rti Ic, or regal at ion (wh e titer or not suliscol ucnt ly detcrtn med to be invalid), or (2) any other cause. wI el her s mi ar dr di ss tin i I ar,
(except liii tine i al) hevon d the reasonable control of Lessee, the Prim try Te na hereof sli all he extended until (lie S rst anniversary dii litre of 0cc tirr ing one Ii u;idrcd
twenty (I 20) or more day s hi lowing (lie removal of sticli delaying cause, and Si is l.ease ntay he extended (lie reafler by operations as if sLich dcliv had nt,t Lice Li rred

In consideration of the premises the said Lessee covenants and agrees
ii’. To deliver 0 the credit of Lessor free of cost. in Llie pipeline In nhieh ii may connect its wells, the one—eighth (118) pan of all oil (including htit 1101 hnnted to

eo nd e nsal e and d is’ ill ate) produced and s wed han tin Leased Pre OtiS CS, tsr, at Lessor’s option. a royalty in the manner provided in tIns Lease.
20. jo pay Lessor Fr gas LI f wliatsoev Cr nature or kind (n it Ii all of its clInsI ii ucn Is) produce d and sold or used oIl’ the Leased l’rcoi i ses. or tised in il Ic in anti flielure

of p rod i iels I here tiLl in. i ne—c i gI ‘lii (1/8) oft Ii ecross proceeds received Fr the gas sold, used oil the Leased Premises, or in the nian o bet tire of prod ti ets th crc froini. h cit in
Oct event ittci rd (Ii all Liii c—el oh tI i (1/81 ci ft lie actual anioLi nt reee ived b> the Lessee at (lie tnoud I Li F (lie svcll, said put> itien cs to he made nioitth h as I crc I tta 11cr pros i ded
Dti r iii g aiiv (W ri Id at te r e ‘: p i rati (itt ci f the Pri man ‘remi hereof wh ci iguts s not hei ng so sold or used and the nell or wells are sI i ut—ill and there is no ctirreitt prod uettoln

of oil or operat Si’s (Hi said Leased l’re ni ses sufficient tt’ keep Lii is Lens e in Ibree, Lessee shah I pa’ or tender a ro’ a! ty Of One Doll Sr (S I 00) per year per net iii mcml
acre retained I iereci ide r, s tic It pavlitent dr tender to he made. Liii dr be litre tttc ni ni’ c rsary date ci F this Lease next ens ci iiig a tier tI ie cx p i rat nfl of o mclv (90) da> s front

the date ie it sell is s ui t in and thcreailer cm Sic an ns ersarv date ol’ this Lease during (lie period such well is s Ii cit—in, to LI ic ro> a It> oss hers V.’ lien s ti eh pay mco t or
tender is iii tde it ‘viii he CLi Is idered that gas is hei ng prcxitieed ss Lit in the n call wig ci F the en tire Lease.

yd TL1 pay Lessor hr gas produced mm an> oil well and Lised csfl’ the l.cascd Premises, or fr the mantilactiire of casing—head OLsol inc or dr> coinniercia! gas.

one-eighth (1/8) of (lie gross proceeds. at the mouth of (lie well, received by Ste Lessee l’or the gas during the Lone such gas shall he used, said pa> incnts to be nude

month lv as lie rein a fer provided.
If the Lessee shall coni;nence to drill a well or commence ren orki og operations on a existing ‘veil i thin tin term of di is Lease U r an> cxtcils id n tI iercoE or on

tie reage pocsl ed i heress itlt, I lie Lessee shall have the right to drill such nell to comp let ion or eclm pie (C reworking operat ions ni th reasonable diii ge lice and di spate hi. aid

if ciii or gas, or ci tlier ci f thi em. he ‘u Li id in p tying q uan Lilies’ tIns Lease sit all cool iiuc and he in three ‘si lii hike eke t as ifs Lieu nell tad been c ‘nip Icted ‘si th iii (lie tcrni

of years irs I ni en I’ Lined.

Lessee is herein granted 11w rigln at any time and from lime 0 nose to Lmitizc (lie Leased Premises or any portion or ponions tlicreol as ti all strata or any stratLini

or slraia, sciLli an> other lands as to all strata or ant straluns tsr sIreOel, for tIle production primarily of oil or printanlv of gas with or ssiihout distillate I ltisscser. no unil

(hr the prLidLieticl n p rirnarily ci foil shill cii’ (mice more tItan 160 acres, or fr (lie prodcict ion prin tan by of gas with dr without dist i ha Ic niclre titan 640 acres, pros ided liii

if ai I)’ gLive rO niental megu lit cm still prescribe a spacing pattern hr LInt develop ni cot of the lid d or il locate a prod Li Ci ng al kiwah I e based on Ic rcage per well, tI en any

ueh 5011111 ty clii brace is I ttUd Ii add i tionil acreage as n iay he so prescribed or is nay all scale a p rodu e big allowable based on acreage per well. thi en till> sLI cli Liii it mi>

ciii h race is iii Li cli additional ae reage is nay he sLI prescribed or as iii ay he tised in sLieh all icau on of allowable.

Opera LI Is cipoti aid p rod cict ion from the all its shall he treated as if stic h operat i clils nerd Li pun or s Li cli prcd u eLi on “crc froi ii tI ie Leased Premtses whlethier dir not

the wells tre located thereon. l’lie entire acreage within a uniL shill be treated fr all purposes ass if it were covered by and included in tltis Lease except that (lie royalty

on productl Lm in ill t lie Li it t sli all he e tile ti I tiLed as below provided. titd except that in e alcu I aung (lie amount of ally shut—i n gas royti tics, only thlat part cif tlte tie reage
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origi ia liv I eased and then embraced by Us s Lease shall he co ui lcd. hi respect to product j on front the u’s it, Lessee shall pay Lessor, iii t jell of oilier royalt es tile rc On

0111 y so cli p roporti on of the royalties stipulated Ii crein as the aissou it of Lessor’s acreage p laced iii the on it. or Lessor’s royalty interest there 0, on all acreage basis bears

Ic the total acreage in Ihe Li lit. 1_ess cc is granled the right to exectite all necessary rat iii canons of any unit agreenten I and/or Ito it operati rig agreenieo 0 as may be
ii ccessarv IL) obtain the approval of the Ciove rninenta I Rego I alory S Lilly lbr the ereal mu of a Ii eld —‘vi de 00 ii wi tlsotit regard to Use size of such Ii ci d —wi d C liii it.

It’ said lessor owns a less iiiterest in the above described land than the etttire and undivided le sintple estate llrerein. theti the royalties licreiti provided shall he
pat d to I he I.ess or o il v irs the pro port i oIl wli i cii Lessor’s interest hears to tile wliol e and on divided le

Lessee s hal I Ii ave tlte right to use, free of cost, gas, oil and water ii rodueed on said land br its operatiotis thereon, except water frtstn el Is of Less or.
When requested by the Lessor, Lessee shall bury its pipelines below plow depth.
No well shall be drilled nearer than 20t) feet to the ho use or barn now on said preni ises, nor sltal I any tanks or gas processing the iii ties be pl teed nearer than 200

Iiet front said ho use or tiiy water well on s ti d pre ni 5e5, vi th out tite ‘vritleri conseist of the Lessor.
Lessee shall p ty hr all d antages ca used by its ope rat ions to gro’vi rig crops, livestock arid dairy operat otis. surlace waler, arid ground water on said land.
L,es sor recognizes titar I_es see Ii as the right to use ass in u cli of the stir lisee of the Leased Preun ises as a reaso is ably prudent operator aid use to ace imp I isir the

p irimises oft Ins Lease
Lessee shall have the right at any time to rentove all ntaelsioery and lixturcs placed on said premises, ineludiutg tlte right to drtw and rcurtove easing.
If tite estate of either party hereto is assigned, mid tile privilege of assigning in wbtle or in part is expressly allowed, the covenants ltereol’sisaIl extend to their

he irs. cx ccii to rs. tdnt in i strato rs. 5 uicces sors or assigns I-however, no e ltatige or division iii owners It ip of tite land or royal ties stall en I trge Lii e oh I igat ions or di ni ii sit
tire rights of 1_essee. NC) ch tInge in tlte ovners Iii p of the land or royal ties shall he hi ti di rig ois the Lessee tint ii a tier tite Lessee has been finn i sIted vitlt a ‘yr i lien t rati s l
or assignment or a true copy ti t e reot’. In case Lessee assigns this Lease, in witol e or in part. Lessee sisal I he relieved Of all ohl i gat i Otis w i thr respect to the ass i grsed
portion tsr port i [Ins iris i itg sutbseq ue lit to the date of assi gnnient. Lessee sIsal I pnrv ide a Copy of any stieh recorded ass i go nient to Lessor upon Lessor s request.

All express or ins plied coven tots of tls is Lease sir dl he sti hj eel t ii I Federal, S tate and Municipal Laws, F xeetiti ye Orders, R tiles and Regulations, arid lit is I_ease

htall rurt he lerni i sated iii wit ole or in part. nor Lessee tel d liable ri dam ages. lbr hi lure to comply therewith, if consp h anee is preve tiled by. or such lit ii U re is tue res tili
of toy so cli Law. Order. Rule or Regu I at ion.

‘Ilus Lease shall he eliëcL,ve as to each Lessor on execution ireretsf as to itis or her mterest and shall be hittdiitg on titose signing, notwithtstanditig some LII tire
I_es so rs aN is e named oi ts not ,j Inn ri the eN eetiti on ire reo C lire word “Lessor’’ is used us this I.ease m calls tire party or parties svito CX Celtic iii is l.ease as I.esst I r.

althotigit not nanled above.
Lessee may at In y t i rile ail d from I inse to Ii me so rreri d Cr this Lease as to trri y part or p arts of tite Leased Fire ni ises by delivering or m ui Ii ng a release tiseret if

Lessor, or by placing a release of rectird in the proper County

Lessee slut liii ave the rig1 tt at anti y t i nte to red cern lbr F_es sor Ii y payment tiid ousrtgages. taxes or otlr Cr I ens [so the above described lands, ill tlte event of d efluui It of

pavtneti t by i.ess tsr. all d he sob rogated to the rights of tire holder thereo
fit is Lease s Isa II never be te rosin ated. ‘or ‘cited. or caiscele d hr Lessee’s lb i lure to perlbrni. in whole or in part, any of the coven tilts. cood iti oils. [lb Ii gat i otis atsel

req tim retne its set lhrth iii tIns Lease. until Lessee, it Her wr i tIe ni rioti cc hy 1_essor. has beers gi veil a reasonable period oft i Inc lit iii vh i cit IL) chin ply v i Lit tire e ovei tint
coriditiort. obligation. tir requirement.

1_essee is expressly granted tite right to eomtdutct geopitysical exploration by means of scisniograph, vihroseis or sinnlar tecitnitlties I-however, if Lessee conducts
sit cli oeoph 5 cal cx pl orat i on tsr tiperat io Os Oh tite lands covered by tins Lease, all shot Ito les si all he kept a so 115 ci en t distance awty bins Lessor’s water ‘ye Is so is ntit

to e airse lily dam age to the wtte r wells Lessee s Ii all prom pti v ph ug ill I sitot Ii ol es with cone rc te plugs or other approved ne tltods set he low p low depth, 1111 the holes

wi tis dirt tin to p of the pi tigs, and restore the so rfltce of tite Leased Prein i ses to substantially the s mile cond it oIl it was in pri or It) the COOl use mice inent tsr tIre geoplsys I em I
operations.

IN W’l’[NKSS VIlEREOF, we sigh the day and year first atsovewntteti,

IX)

UNIFORM ACKNOWLEDGMENT - INDIVIDUAL

SlATE OF

______________________________

COUN’fY OF

_________________________)

‘rite toregoing instrtrmeot was acknowledged heibre me this

_______________________

day of

_____________________________________, ________

by

Mv Co nm is s ion F xp ires

_____________________________________________________

Notary t5ti hi ie, State of

Name of Notary Printed —
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UNIFORM ACKNOWLEDGMENT - CORI’ORATE

STAlE OF

_________________________________

COUNTY OF

______________________________________

The oregoing ilisirunient was aeLnowledged helbre me this day of

_____________________________________ ________

by

ol

______________________________________________________________________________

an

________________________

Corporation, oil behalf of the corporallon.

NI’ Comm iss ion Exp res

______________________________________

Notan I ‘ub Ii . State of

___________________________

Name of Nolan Printed

______________________

UNIFORM ACKNOWLEDGMENT - OTHER

STATE OF

_________________________________

COUNTY OF - -

_____

‘I ‘lie Ibrego ‘‘10 I its trti ‘lien I Vih Ic iitflL I edized he hire nc th I

_______________________________

d av of

_________________________________________________ ___________

1w

_________________________________________________________________________________________

as

_______________________________________________________

of

______________________________________________________________________________________

an

___________

o,i behalf of tlte ‘irost

Sly Comm soil F p i res

______________________________________

Nolan Pu hi ic Stale of

Name of Notan Printed —
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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.

T,nvnshi p Non h, Rn nge Vesl. Boise NI eridian
Seeliol,

containing — acres, none or less

I. strRl:ACE USE Lessee shall have the right to use only so much of the surlhce of the Leased Premises as is reasonable necessary for the full exercise of
Ui c purpose or lbs Lease provided, tii at f the Leased Pre in ises are 3.0 acres or s nml Icr in size. Lessee s hal liiol engage in drilling operations (In Lii e sorlhee of
the Leased Premises. Lessee s hal I lake reas o nab Ic p recall I ions to miii mi ize ad verse nip iic t to Lessor’s lhrm i ng, dairy and ran clung operations oii the

Leased P rem i ses. Lessee shall ad vise the o vner of (lie so rlhe e of (lie Leased Pre ni is es prior to Coin ni en ci ng CoAst r U et on regarding Ic location of any
well sues, roads, fences, pipelines or ulililies, or installation of any prodoclion elltiipnielli. lank batteries or produced waler disposal equipment. Lessee shall

pay (lie s or lice o wile r ftir reason rib Ic da iii ages to grow log crops, grass, ho i I diii gs. livestock. led, ‘en e es iii d dli Cr 01 provements and person il pri Iperl

eritised by Lessee’s operations.

2 Pko’I’EurloN AND USE 01” WAlER Lessee shall follow generally accepted industry practices designed 10 proleet fresh waler sirala from
eonlaoilnanon and prolect the snrlhce I’roi,i exposore to produced ‘saler mid other coiutanuioants Lessee shall ‘lot tise water from I.essor’s irrigalion rilid

d ‘ni esi i e scel Is or from th caq u I krs sup ply dig said ss’el Is ‘vi tltoul Lessor’s wr illen consent. Produced waler niay be used lbr all V tI rpose ii Ii iwed by appl i cable
(a’ and regu hitioi IS

3 LIAB lI_li Y INSI/RANCE If Lessee or its agents conduct ally operilions on the Leased Preniises then Lessee shall maintain. al Lessee’s expense. br (lie
duration of Lessee’s operations on he Leased I’rcmises, public liability insurance with adequate Coverage hr personal injt:n and daniage to real prapcris Is

respecl to Lessee’s operations If req tiesied by Lessor. Lessee shall deliver appropriate evidence to Lessor, prior (0 entrance on ihe Leased Premises ilin such
Ilisorance is in ibrce.

1 No’fIncA’rlON OF BREACI I In the e ent Lessor considers that Lessee has failed lo comply with any obligation hereunder, express or implied. Lessor

shall noiui Lessee in ssr,tnig speeds ing in wlial rcspeci Lessor claims Lessee has breached this Lease. Lessee shall then ha’.e sixty (60) iiu after reccipi i,I

s:,d notice Isolon nluch 0 heel or eonimcnce hi niect all or ans part of tIle breachlcs) alleged hs Lessor, or atlempi to prove thai ilie alleged hrcaehhes)

doles i nil exisi. I lie scrs cc iii said n,iiiee shall he preeedeai to the bringing of any aelion by L,cssor on said Lease hr any cause, ruid no such acilon shall lie

brought until the lapse of sisiv (60) days after service of such notice oit Lessee. Neither the service of said notice nor the doing of any acts by Lessee aoned

to meet all or any ol’ the alleged breaclites) shall he deemed an adniissioo or prestnnption that Lessee has f,iled to perkirni all its ohligatitms lierewider ‘[Ins

I -case s Ii all not he lhrhbted or cancelled (‘or a L, i It’ re to perhirm in ssl ole or in part any or its i mpl ed covenants, cond lions, or 51 i polro i oils witi I a tid i cal

dde nit 0 ion is made that such fidure exists

REGULA’l’IONS All operations conducted under this Lease, including permittin, drilling, prodtietion, pooling and unilization, pltigging rind

abandonment oh’ wells, and stirlhee reclamation, shall he done ptirstiant to and in accordance wilil applicable l’ederal. state and local rtiles and

regti I at, ons.

6 Lessee is here by given Ihe opti (in (0 cx lend the ‘ri mary ‘Fe rm of tIn s Lease (hr an addition il ffije (3) ye irs from the expiration date of (lie Pri nary ‘l’erm

hereof. This option nay be exercised by Lcssee br all or pad of the acreage coy ered by this Lease tbal Lessee elects to exlend and tIns option exercised ii any

lime doring ilte original l’rimarv Terni bs’ paving tIme sum of uhhi’ and j/Inl) I)ollrmrs (S 5(1(1(1) per acre to l.essor Tins payment shall he based upon ilie

nuniber of net mineral acres ihat l_essec elects to extend then covered hs’ titus Lease and not at such time being niaintamcd by other provisions hereof [his

payment ni as be made by c bee k or dra Ii of Lessee ma i led or delivered hi Lessor at any i mc d tiring the origin il Pr i nmrv fe ml lie rco I’. IC al (lie ii lie tIlls

hil I ie il Is oiad C. 5 10 Gus ifi i Cs are en tnled to spec lie anlounts ace lrd I ng to Lessee’s records, this pay n ien I niay he di” i d cd be t’vec n said parties rind pa i d

in lit’ san it’ prop ITt INi Siuiuo Id this opi 1(11) be exercised as herein provided, ii shall he considered )br all purposes as du,mdi this Lease ormi mliv pris dccl Ii ri

I ‘ronan ‘l’enn tif [mlii tS I sears

7 Lessor does hereby fully ‘saive, release, acquit. dismiss, surrender, cancel and I’orever discharge an’ and all claims lierelul’ore or hercahier arisnig against

Le, see froni. or in mis nail lIe r CCIII nec ted tim. ( i ) por oil and gas opera tio IS cif any ilat ore on the Leased I’ rein 5C5, (ii) all” pree ‘c ,,t i ng eond Lieu is a, thor

(Iii) any Lessor. invitee and/or tenant on (lie Leased Premises taking or using gas from any “eli(s) not drilled by Lessee -

R o ills I ‘as Inents Lessee slial I so hn 01 a Lessor rovalts pavin cots in lb II hs the list day of I lie calendar monl II (hI I o ss ing Lessee’s receipt of pa> men I (hr a

nionlli of II rodtlcti oil (hr the oil or gas. Tlte cli cc k sltib (hr each payment S Ii all i dent i l- the amount of oil and/or gas produced and saved dorm ii (Ii at in isothi. ‘lie

price ree ci’ ed tlierelbre, and Lessor’s n,’ ally iiitcrest and applicable ses eranec charges If Lessee Ihils to (lineR pay aiy roy aIls sshien due, Lessee shall pas to

Les sclr in add lion to die rlival is one percent I I 0’ ) (hues (lie unpaid rosa hv (hr each cat cndar non tit or fracl oil I herco I’. Lessee shall a I low reason able access 1°

Lcssor to Lessee’s records rehe s• mit in a deiernnrtai ion oh’ the aniount of rio) niy alms’ to he paid pursuant mci this Lease. In no es CIII shall royalties to he paid

Ilereti I mder he more Ilian oi me—c ightlu (hIS) of tIme act tmal timiot nt received hs’ Lessee.
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1) iahilii lessee shall indenmi ft. tleliid mid hold Lessor harmless Irom aiiv md all liability. cliarue. expense. line, claim, suit or loss, including hot not limited
to losses re kited to crop. livestock’ and dairy p rodu eLi on. and inc tiding anomey s lies and costs on appeal. caused by or res ul ti rig from any negligent or oth en’ i se

wronglul act or oni ission of Lessee, its assigns, suhiessecs, agents, operators, employees, or contractors, Lessee shall pay when doe, all taxes lawlblly assessed
and levied under Idaho law upon Lessee’s interest in the Leased Premises, incltiding the leased deposits and oil or gas production.

I . Sale or I_ease Aily sale or sublease of all or any part of the Leased Pre ni ises during the lerni of this Lease shall he subject to the terms and eond I tion S 01’ I lu
Lease.

I 2 Lessee Practices Lessee shall at ill ti lies Conduct all operations and (1111cr act ions relative to tlu s Lease as a reasonable p md ent operator, and shial I con flirt inn

the best prac ticesand enginec rio g pri tic i ph es corrc otly n use in the oil and gas industry fix the area in wh ic Ii the Leased l’rem i ses are located and as
Ci Ole 01 poranco tisI y as they are i ntprovcd froi n ti,tte to ti tile. Lessee sh ill at all Ii mes use all reasonable precautions necessary to prevent waste of oil and gas
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Exhibit B

Landman’s affidavit
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BEFORE THE OIL ANI) GAS CONSERVATION COMMISSION
STATE OF IDAHO

IN THE MATTER OF APPLICATION TO
INTEGRATE THE UNIT DESCRIBED AS
SECTION 14, TOWNSHIPS NORTH, CC-2{)16-OGR-O1-OOI
RANGE 5 WEST, BOISE MERIDIAN,
PAYETTE COUNTY, IDAHO

ALTA MESA SERVICES, L.P., and AM IDAHO, LLC, APPLICANTS

AFFIDAVIT OF DAVID PEPPER

STATE OF IDAHO
) ss

County of ADA

David Pepper, having been duly sworn on oath, deposes and states:

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 (“Alta Mesa”) I am responsible for the

leasing of mineral interests in Section 14. Township 8 North. Range 5 West. Boise

Meridian. Payette County. Idaho.

3) Pursuant to Idaho C ode 47—322(d)( viii). Alta Mesa has support [mm more than

fifty—five percent (55%) of the mineral interest owners in the spacing unit comprised

of Section 14. Township 8 North. Range 5 West by leasing or participating as a

working interest owner. Alta Mesa is an “interested person” for purposes of Idaho

Code 47—322(a) by virtue of its status as mineral lessee within the unit.

AFFIDAVIT OF DAVID PEPPER - Pagc I
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4) Pursuant to Idaho Code 47-322(d)(ix). the highest bonus payment paid to lease

mineral interest owners in the unit prior to filing this integration application is SI 00

per net mineral acre.

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

interests in the unit. Pursuant to Idaho Code 47-322(d)(x): (a) attached to the

Application as Exhibit E is a Resume of Efforts; (b) receipts for certified mailings of

Applicant’s notifying mineral owners of Applicant’s intent to develop and including a

proposed form of lease are attached to the Application as Exhibit F; and (c) affidavits

of publication of legal notice, in a newspaper in the county where the unit is located,

to those mineral owners who could not be found are attached to the Application as

Exhibit G.

Dated this 18th day of May, 2016.

N’ot(ry P!Øic State of Jdn
ResiH4aat /io
My Commission Expires: i/i/M6/

David Pepper

SUBSCRIBED AND SWORN TO before me this 18th day of May, 2016.

AFFIDAVIT OF DAVID PEPPER - Page 2
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Exhibit E

Resume of Efforts to Secure Leases and/or Participation

Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County, Idaho.

Tract 4:
Unknown heirs of Ethel Darleen Altizer
Edward Eugene Altizer
Mary Darleen Altizer
Parcel # 08N05W140762, 1.644 acres

06/19/2014: Meet with Edward; he asked to see a copy of the lease. Ordered a copy of the
deed and found that there were three names on the deed. Edward Eugene Altizer (son),
Mary Darleen Altizer (mom) and Ethel Darleen Altizer (daughter).
07/14/2014: Stop by to get information on the ownership of the property.
Talk with Edward’s wife! girlfriend found out the Ethel Darleen Altizer had passed with
no known or confirmed heirs. No probate found.
09/18/2014: No answer, left business card in door.
11/22/2014: No one home.
12/15/2014: No one home, left business card in door.
01/31/2015: Meet with Edward finalized his lease information.
02/02/2015: Drop off a copy of the lease for him and his mothers. I was told that they
would have his mother sign the lease.
03/14/20 15: No one home left business card in door.
03/16/20 15: Sent a copy of the lease and info from the State by priority mail.
05/21/2015: Met with Mary and left her a copy of the lease, memorandum, and
information from the state.
06/15/2015: Met with Mary; she told me she was not interested in signing a lease.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 86:
Robert & Sue Bixby
2133 Maple Ct
Fruitland, ID 83619
Parcel #031800020010, 0.33 acre

09/18/20 14: Meet with Robert & Sue. Robert said go ahead and order the paper work
they will sign.
09/24/20 14: Drop off a copy of the lease with a memorandum.
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10/02/20 14: As per Robert, “not in your life will I sign over my minerals.”
11/24/2014: Certified mail copy of lease signed for by Robert.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 45:
Bruce W. Burrup, Life Tenant
Bruce W. Burrup Trust
2260 NE 16” St
Fruitland. ID 83619
Parcel # 08N05W148810. 1.52 acres

10/30/20 14: No one home, left business card in door.
11/17/2014: Stop by no one home.
12/04/2014: Mailed a certified letter with a copy of a lease letter of introduction and a
memorandum.
01/10/2015: Left a business card in door.
01/19/2015: Lights on car in drive no one came to the door.
01/20/20 15: Received a call from Mr. Burrup he is not interested.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 72:
Shane W. & Timbra D. Bunup
Pa Box 183 (2142 NE 16” St)
Fruitland, ID 83619-0183
Parcel #031800030090,0.61 acre

10/30/20 14: Meet with Timbra and handed her a copy of the lease.
11/22/2014: Left business card in door.
12/23/20 14: Mailed a certified letter with a copy of the lease.
01/10/2015: Talked with Shane they have not decided he will talk with his father in-law
and dad.
01/20/2015: He is not going to participate.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.
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Tract 56:
Warren F. Camefix Trust.
Kathryn Camefix/ Parkes Trustee
Po Box 332 (2292 NE I 6” St)
Fruitland, ID 83619-0332
Parcel # 08N05W148410, 4.60 acres

08/20/20 14: Called Kathryn Camefix/ Parkes a trustee left message.
08/28/20 14: Talked with Kathryn a trustee she is buying out her sister and would like
some time.
12/04/20 14: Called left message.
12/26/20 14: Mailed a certified letter with a copy of the lease.
01/14/2015: Called left message.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/19/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 33:
Darrell A. & Deanna M. Carr
8148 N. Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W145630, 0.46 acre

10/13/2014: Left business card in door.
11/10/2014: Left business card in door.
12/04/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: There were people in the house no one came to the door.
Left business card in door.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 36:
Patricia J. Daniels
2247 Killebrew Dr.
Payette, ID 83661
Parcel # 08N05W142420, 1.81 acres

06/19/2014: Talked with Ms. Daniels she would like to see a lease.
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06/26/2014: Dropped off a copy of a lease.
07/15/2014: She did not want to talk.
08/07/2014: No one home.
10/14/2014: No one home.
11/07/2014: House door open Barn door open on one answered.
11/18/2014: Mailed a certified letter with a copy of the lease.
01/31/2015: Ms. Daniels said she is not interested.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 30:
Harvey D. Easton
8172 N Pennsylvania Ave
Fmitland, ID 83619
Parcel # 08N05W145600, 0.46 acre

10/13/2014: Not interested.
12/17/2014: Refused certified mail letter with lease copy.
03/07/20 15: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 14:
The Frandonson Family Trust
Frazer C. Peterson & Donna D. Peterson trustees
2075 Killebrew Drive
Payette, ID 83661
Parcel # , 6.30 acres

06/26/20 14: Talked with Frazer he told me that he had been let out of a lease by Richard
Brown so he could vote on oil & gas issues that come before the Planning & Zoning.
09/18/2014: Left business card in door.
11/07/2014: Meet with Frazer he sits on the planning and zoning board. Will not sign he
wants to be integrated. I left him a copy of a lease.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.
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Tract 31:
John W. Graversen
8164 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W145610, 0.46 acre

10/13/2014: No one home left business card in door.
12/04/2014: Mailed a certified letter with a copy of the lease.
01/19/2015: Was not home left a business card in door.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 50:
David S. & Melissa K. Graves
1703 W. Idaho Ave
Ontario, OR 97914
Parcel # 08N05W148820, 1.00 acre

11/14/2014: Stop by left business card in door.
12/13/2014: Certified mail came back as moved no forwarding address.
12/19/2014: Talked to the renters she gave me the Graves address.
12/23/2014: Mailed a certified letter with a copy of the lease.
02/28/20 15: Stop by their home no one there left business card in door.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 99:
Eustoloia E. Harrison
8028 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W146311, 1.35 acres

10/09/2014: She would like to go over a lease.
10/14/2014: Drop off copy of the lease to her and her daughter.
10/30/2014: She is not interested.
11/24/2014: Certified mail copy of lease delivered.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
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05/04/2016: Certified mailed proposed form of lease and cover letter.

Tracts 1. 8:
Louis M. et ux Joann Higby
2403 Killebrew Drive
Payette, ID 83661
Parcel # 08N05W140020, 50% of 40.0 acres
Parcel # 08N05W140020A, 38.78 acres

(Notes of Lee Ferguson. Landman)
01/06/2015: Sent email to Brad Masingill inquiring about the Higby lease status and
offered any assistance he might need to move forward.
01/14/2015: Called Brad Masingill’s office to discuss lease but he wasn’t in. Left
message with secretary requesting he call me.
01/22/20 15: Called Brad Masingill’s office and secretary’ said he was not in yet but was
coming in and she said she would have him call me.
02/02/2015: Received text from Jo Ann advising she has prepared a list of questions she
would like to discuss. Told her I was out of town but would let her know when I return.
02/03/2015: Called and spoke with Joann and told her I’ve not heard back from her
attorney, Brad Masingill, after several phone calls to his office. She said that’s because
she is still working on lease and said they have received several offers. She said she
didn’t see any reason to rush and wished to move slowly and thoroughly.
Received email from attorney, Brad Masingill. after speaking earlier with Joann. He said
he would check with the Higby’s to see what they were thinking.
02/20/2015: Texted Jo Ann and told her I had returned. Asked her to let me know when
would be a good time for her to meet.
03/04/2015: Texted JoAnn and told her I was available to meet with her whenever she
was ready. She replied advising she was at Seattle Airport at the moment and did not
know when she would be back.
10/16/2015: Certified mailed revised proposed Lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 69:
Kevin E. & Michelle L. Husfloen
8020 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W146360, 0.87 acre

08/20/2014: Left business card in door.
09/16/2014: Left business card in door.
10/27/2014: Meet with Kevin left him a copy of the lease.
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01/10/2015: Talked with Michelle, she told me that they have not made a decision as of
now.
03/07/20 15: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 73:
Martina Jarniillo Revocable Living Trust
Martina Jaramillo, trustee
2136 NE 16” St.
Fruitland, ID 83619
Parcel #031800030070, 0.50 acre

09/02/20 14: Left business card in door.
09/16/2014: Stop by no one home.
10/30/2014: Left business card in door.
11/17/2014: Left business card in door.
12/08/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Talked to a Ray Nunez he was going to talk with Martina and call me.
03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 77:
David & Glenda Lockner
2141 Locust Way
Fruitland, ID 83619
Parcel #031800030060,0.52 acre

09/26/20 14: Left business card in door.
11/06/2014: Left business card in door.
11/24/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Left business card in door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.
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Tract 47:
Roy and Debbie Long (They never would respond)
203 NE 16111 Ave
Fruitland, ID 83619
Parcel #08N05W146410, 1.44 acres

07/21/2014: Left business card in door
09/02/20 14: Left business card in door
10/27/2014: Stop by no one home.
12/02/2014: Left a copy of the lease with Debbie.
01/06/2015: Debbie signed for a certified mail copy of a lease.
0 1/10/2015: Left business card in door
01/24/2015: No one home.
03/19/2015: Debbie signed for a certified mail copy of a lease.
05/30/20 15: No one came to the door. Left business card in door.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 8:
Unknown heirs of W.A. Maule
Unknown heirs of Ruth Murphy
Unknown heirs of Fannie Barton
Unknown heirs of N.D. Maule
Unknown heirs of R.D. Maule
Unknown heirs of LeRoy Maule
Address unknown
Parcel # 08N05W140020, 50% of 40.0 acres

Several possible heirs lease, no probate found.

Tract 76:
Dana & Lupe McKee
2131 Locust Way
Fruitland, ID 83619
Parcel #031800030010, 0.30 acre

09/26/2014: Talked with Dana & Lupe ordered lease will do whatever Nichols does.
10/02/2014: Dropped off a copy of the lease.
12/03/2014: Stop and talked with Lupe have not made a decision.
12/17/2014: Mailed a certified copy of the lease.
01/10/2015: Talked to Dana not interested.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
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05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 58:
James F. Miller Jr.
7193 Elmore Road
Fruitland, ID 83619
Parcel # 08N05W 148400, 4.10 acres
Parcel # 08N05W 148940, 1.96 acres

07/31/2014: Talked with Amber James was out of town. She will have him call me when
he gets back.
09/16/20 14: No one home left business card in door.
10/15/20 14: No one home left business card indoor.
11/07/20 14: Talked to Amber told her it was important that James gets in touch with me.

11/11/2014: Meet with James he asked for a no drill clause.
12/22/2014: Mailed a certified letter with a copy of the lease.
01/06/2015: Received an email from James he had his Attr. go over the lease and would
like some revisions.
01/14/2015: Drop off copy of a revised no drill lease.
02/17/2015: Emailed James and asked if he had any more questions or concerns.
02/20/2015: Received a return email from James that he will not sign the lease as
written.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 60:
Natalie Sue Mio
1604 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # F00000146370, 0.55 of an acre
09/02/20 14: Left business card in door.
10/09/20 14: She would like to have all Oil & gas exploration in the area stopped.
11/21/2014: Mailed a certified letter with a copy of the lease.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 57:
James R. & Jan M. Mitchell
101 NE 16” St.
Fruitland, ID 83619
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Parcel # F00000 146380, 0.60 acre

09/02/2014: Left business card in door.
10/30/20 14: Left business card in door.
11/17/2014: Left business card in door.
12/17/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Left business card indoor.
01/24/2015: Talked with both James and Jan they want nothing to do with oil and gas
exploration.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 95:
Kim & Joyce E Nichols
8135 Estates Blvd
Fruitland, ID 83619
Parcel # 08N05W146020, 3.65 acres

09/18/2014: Left business card in door.
10/28/2014: Meet with Kim and Joyce went over lease, they do not want the well behind
their house.
11/22/2014: Meet with Kim he would stiLl Like to ask for something does not know what.
12/04/20 14: Mailed a certified letter with a copy of the lease.
01/13/2015: Spotted Kim’s pickup in driveway no one home left business card in door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 22:
Kevin & Lisa O’Neil
3705 Elmore Road
Parma ID 83660
Parcel # 08N05W149991. 6.05 acres

11/04/2014: No one home left business card indoor.
11/06/20 14: No one home left business card in door.
12/17/2014: Mailed a certified letter with a copy of the lease. No one picked it up.
01/15/2015: No one home left business card in door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.

SROG Ex. A



10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract7l: -

Melvin & Tern Person Family Trust
2146 NE i&” St.
Fruitland. ID 83619
Parcel #031800030110,0.59 acre

11/10/2014: Meet with Ten left a copy of the lease Melvin is out of town.
11/20/2014: Left business card in door, garage open two cars no one came to the door.
12/03/20 14: Garage open two cars no one came to the door.
12/23/20 14: Mailed a certified letter with a copy of the lease.
01/12/2015: Received a page from my mail out with a not interested written on it and
signed by Melvin Person.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 28:
Scott R. & Sarah E. Pierce
8188 N Pennsylvania Ave
Fruitland, ID 83619
Parcel # 08N05W145580, 0.57 acre

10/13/20 14: No one was home left business card in door.
12/17/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: No one was home lefi business card in door.
01/24/2015: People were in the house no one came to the door. left business card in
door.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 81:
Chad & Lisa Roberts
2144 Locust Way
Fruitland, ID 83619
Parcel #031800020090,0.58 acre
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09/26/2014: Lisa Roberts was in the house would not come to the door, left business
card in door.
11/06/2014: Watched them drive in the driveway would not answer the door.
12/01/20 14: Mailed a certified letter with a copy of the lease. -

01/08/2015: Talked with Lisa they have not decided.
03/07/20 15: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tracts 39. 41:
Unknown heirs of Andrew Paul Sapp
260 Nashua Road
N. Billerica, MA 01862-3070 (last Imown address of record title holder)
Parcel # 08N05W147060A, 6.866 acres
Parcel # 08N05W147081A, 4.872 acres

08/13/2014: 1 call Andrew Sapp, possible heir of Andrew Paul Sapp in Billerica, MA left
message 1:30 pm.
08/14/2014: 1 call Andrew Sapp left message 8:15 am.
08/18/2014: I call Andrew Spp left message 5:45 pm.
08/26/20 14: Certified mailed a letter of introduction. Signed for by Andrew Sapp.
09/23/2014: 1 call Andrew Sapp left message 11:15 am.
10/09/20 14: Called Andrew no answer, answering machine was frill.
10/24/2014: Mailed a letter to Andrew Sapp.
12/06/20 14: Called Andrew left a message 1:20pm.
01/26/2015: Mailed a certified letter. Signed by Anne Sapp. Andrew’s wife.
Three possible heirs Warren 111, Andrew and Kathleen E. Smith (Sapp), but no probate
found.
Warren II certified letter came back as undeliverable and no forwarding address.
Kathleen passed away before her mother Eleanor. We know she was married do not
know her husband name or if she had any children, I think Warren II is alive and living
by Andrew. But I have never had any response to ask these questions.

Tract 96:
Kenneth Schappert & Katie Fox
8077 Estates Blvd
Fruitland, ID 83619
Parcel # 08N05W146060, 3.95 acres & # 08N05W146140, 1.0 acre

09/18/2014: Stop and talked with Kenneth. They had just moved in not yet unpacked.
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10/02/2014: Drop off a copy of the lease to Kenneth.
11/07/2014: Talked with Kenneth they have not made a decision.
12/04/20 14: Mailed a certified letter with a copy of the lease.
12/11/2014: Meet with Kenneth and Katie about the lease. They Requested $250.00 per
mineral acre and a 25% royalty.
12/19/20 14: Drop by and let Kenneth know that his request for S250.00 a mineral acre
and a 25% royalty was rejected.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/20 15: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 43:
Ronald D. & Kathleen S. Scotto
2234 NE 16th St
Fruitland, ID 83619
Parcel fi 08N05W147140. 1.0 acre

11/09/2014: Talked to Kathleen she does not think they participate but will talk with her
husband.
12/8/2014:
1/10/2015:
1/13/2015:
10/16/2015:
05/04/2016:

Mailed a certified letter with a copy of the lease.
Left business card in door.
Talked with Kathleen they do not want to give up their mineral rights.

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Tract 62:
Luke A. & Brynna Smith
2132 Maple Ct.
Fruitland, ID 83619
Parcel #031800010010,0.54 acre

11/10/2014:
12/19/2014:
01/12/2015:
10/16/2015:
05/04/2016:

Stop by and introduced myself to the new owners.
Drop off a copy of the lease.
Talked to Luke they are not interested.
Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

SROG Ex. A



Tract 29:
Russell & Lisa Spotswood
8180 N Pennsylvania Ave
Fruitland. ID 83619
Parcel # 08N05W145590. 0.46 acre

10/13/2014: Drop off a copy of the lease with Russell.
12/17/2014: Mailed a certified letter with a copy of the lease
01/19/2015: Russell agreed that they would sign a lease. His wife has been in the
hospital.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease fomi and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Tract 87:
Vaughn Family Trust
Larry J. Vaughn & Mary Ann Vaughn Trustees
4997 Eagle View Ct.
Fruitland, ID 83619
Parcel #031800020060, 0.50 acre

11/06/2014: Left business card in door.
12/04/2014: Mailed a certified letter with a copy of the lease.
03/12/20 15: Drop off the info from the state to the Vaughn’s they are going to think
about it. I-Ie told me that he had burned the copy of the lease I had mail them.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/20 16: Certified mailed proposed form of lease and cover letter.

Tract 98:
Unknown heirs of Carol Uehlin
1840 Uehlin Drive
Payette, ID 83661 (last known address of record title holder)
0.45 acre

(Possible heir surviving spouse leased but no probate found)

Tract 54:
Jesse T. Wetzel
2280 NE 16” St
Fruitland, ID 83619
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Parcel # 08N05W148700, 0.94 acre

08/11/2014: Left a business card in door.
11/10/2014: Meet with Jesse left him a copy of the lease.
12/02/2014: Talked with Jesse to see if he had any questions or concerns.
12/24/2014: Mailed a certified letter with a copy of the lease.
01/10/2015: Left a business card in door.
03/07/2015: Sent a copy of the lease and info from the State by priority mail delivered
3/7/15.
10/16/2015: Certified mailed revised proposed lease form and cover letter.
05/04/2016: Certified mailed proposed form of lease and cover letter.

Clayton (Butch) Clancy
Landman
M&J Land Services
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Exhibit F

Certified mailing receipts
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Exhibit G

Publication of legal notices
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NOTICE

Pursuant to Idaho Code 47-322, Mm Mesa
ServIces. 12 and kM Idaho. LLC lve notice
of their intent to develop the hydrocarbon
mineral resources in the spacing unit tie
scflhed as Seuion 14. Tuw-ashlp S North,
Range 5 West. Boise Meridian. Payette
County. Idaho. ABa Mesa ServIces. 12 and
AM Idaho. LLC wish to reach agreement
with the following mineral Interest owners
to said spacing unit, and their heirs, suc
cessors and assigns, if aiw, regarding the
lease of their interest or their participation
In the veIl or wells drilled in such spacing

I hits or successors of Margaret Payne

Heirs or successors of Lydia M. Gustafscn

Heirs or successors of
Everett A. Gustafson

Heirs or successors of
Evelyn Gustafson Worn

Heirs or successors of
“Jeanette Vifleggiante

Hetrs of successors of WA. Maule

Heirs or successors of Ruth Murphy

Heirs or successors of Fannie Barton

Heirs or successors of ND. Maule

Heirs or successors of RD. Mauie

Heirs or successors of Leroy Manic

Heirs or successors of Andrew Paul Sapp

Heirs or successors of
Ethel Darken Ahtzer

Heirs or successors of Cami Uehith

AFFIDAVIT OF PUBLICATION

STATE OF IDAHO)
County of Payette)
Jone B Hansen
Of Payette, Payette County, Idaho, being
First duly sworn, deposes and says:

1) That lam a citizen of the Unaed States, and at
all times hereinafter mentioned was over the
age of eighteen years, and not party to the
above entitled action.

2) That am the representative of the
Independent Enterprise, a weekly newspaper
published in the County Df Payette and State
of Idaho; that the said newspaper is in general
circulation in the said Count of Payette, and
has been unInterruptedly published In said
County during a period of seventy-eight
consecutive weeks prior to the first
publication of this notice, a copy of which is
hereto attached.

3) That the notice, of which the annexed is a
printed copy, was published in said
newspaper 1 time(s) in the regular and entire
issue of said paper and was printed in the
newspaper proper, and not in a supplement.

That said notice was published the following:
May11, 2016

Legal #90623
Notice

Any sw-It persons are requested to contact
AM Idaho, LLC at (208) 991-4140 immedi
ately for a proposetl fonn and terms of
lease or form of joint operating agreement
for participation.

On or about rvnv 19. 2016, pursuant to
Idaho Code § 4-322 and § 47-324 Mta
Mesa Sen-ices. LP and AM Idaho, LLC will
me mu application with the Idaho Depart
ment of Lands for an order Integrating the
numeral interests in the spacing unit de
scnbed as Section 14. Township S North.
Range 5 West, Boise Meridian, Payette
County, Idaho. After filing a copy of the
application will be available Iron, the Idaho
Department of Lands, 300 N. 6th St.. Suite
infi, Boise, ID 83702, (205) 334-0200, or
at the Department’s website at
bitt,: /fwwJdl.idaho.cov/oil-gas/reauIa
loty/index.html. MI uncommitted inter
est owners In the spacing unit will have an
ruppiunttnity to respond to the application.
Any such response should be addressed to
the atleotlon of Renee Miller at the Idaho
Department of Lands. 300 N. 6th Street.
Suite 103; P0 Box 83720. Boise. ID
83720-0050. Responses must be filed
with the Depannietit no later than seven
(7) days before the hearing on the applica
tion. which will be scheduled fotlnwing the
Department’s receipt of the application.
Notice of the hearing date will be available
on the Department’s website as listed
above and at the address and phone num
her listed above, arid will be published in
legal notices section of thIs newspaper.

Kestel West LLC
Po Box 1302
Boise Id. 83701

(1
State of Idaho)

County of Payette)

On this 11th day of May in the year 2016
Before me a Notary Public, personally appeared.
Jone B Hansen, known or identified to me to be
the person whose name is subscribed to the within
instrument, and being by me first duly sworn,
declared that the statements therein are true, and

same.
acknowledge to me that he/she executed the

t4’ary Public for Idaho -

Residing at Payette County
My Commission expires November 4,2019

Legal Number 90623 May 11,2016
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