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May 18, 2016

Tom Schultz, Director
Idaho Department of Lands
c¢/o Kourtney Romine

300 N. 6™ 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-01-001

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(d)(i)):

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(d)(ii)):

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.
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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 rift 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 downwarping 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 lacustrine 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 18-24%. 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 (“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 §47-

322(d)(vi):

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 2™ 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



May 18, 2016
Page 4

Tract 45:

Bruce W. Burrup, Life Tenant
Bruce W. Burrup Trust

2260 NE 16" St

Fruitland, ID 83618

1.52 acres

Tract 72.

Shane W. and Timbra D. Burrup
2142 NE 16" Street

Fruitland, ID 83619

0.67 acres

Tract 56:

F. Warren and Margaret C. Carnefix Family Trust U/T/A February 26 1991
Kathryn Carnefix-Parkes Trustee

2292 NE 16™ Street

Fruitland, ID 83619

4.60 acres

Tract 33:

Darrell A. and Deanna M. Carr
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 31:
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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 E. and Michelle L. Husfloen
8020 N. Pennsylvania Ave.
Fruitland, ID 83619

0.87 acre

Tract 73:

Martina Jarmillo Revocable Living Trust
Martina Jaramillo, 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 16" Ave
Fruitland, 1D 83619



May 18, 2016
Page 6

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 16" St.

Fruitland, ID 83619

0.60 acre

Tract 95:

Kim and Joyce E. Nichols
8135 Estates Bivd
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 Terri Person Family Trust
2146 NE 16" 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 83619

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 16" 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, 1D 83619

0.65 acres

Tract 85:

Unknown heirs of Jeanette Villeggiante
Address uknown

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 16" 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 intepration application by leasing or
participating as working interest ownera (Idaho Code § 47-322(d){viii):

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 stating the highest bonus paid to a leased owner in the spacing_unit
prior to filing the integration application {Idaho Code §47-322(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




May 18, 2016
Page 9

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 owners 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){i)-(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.

(i)  Nonconsenting working interest owner. An owner who refuses to share in the risk and
actual costs of drilling and operating the well, but desires to participate as a working
interest owner, is a non consenting working interest owner. Nonconsenting working
interest owners are entitled to their respective shares of the production of the well, not
to exceed one-eighth (1/8) royalty, until the operator of the integrated spacing unit has
recovered up to three hundred percent (300%) of the nonconsenting working interest
owner's share of the cost of drilling and operating the well under the terms set forth in
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(iii)

(iv)

V)

the integration order. After all the costs have been recovered by the consenting
owners in the spacing unit, the nonconsenting owner is entitled to his respective
shares of the production of the well, and shall be liable for his pro rata share of costs
as if the nonconsenting owner had originally agreed to pay the costs of drilling and
operating the well. The operator of the integrated spacing unit and nonconsenting
working interest owners shall enter into a joint operating agreement approved by the
department in the integration order.

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.

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.

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 afier 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 1/8™ (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
s -F\_—-@x._ﬁ%m_ B
Michael Christian o
MC:
Attachments

cc: David Pepper, AM Idaho, LLC



Exhibit A

Unit plat
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Form of joint operating agreement
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| . , the Effective Date

| OPERATOR _AM IDAHO, LLC

CONTRACT AREA _WILLOW HAMILTON

COUNTY OR RARISHOE PAYETTE ,STATEOF _IDAHO

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

AAPL NO 610 - 1939
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A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

OPERATING AGREEMENT

THIS AGREEMENT, entered inta by and between __AM 1DAILD, LLC
hercinafter designated and referred to as "Operator,” and the signstory pamy or parties olber than Operator, somictimes
hereinafter referred 1o individually as "Non-Op . and collectively as "Non-Operators.”

WITNESSETIIL:

WHEREAS, the parties io this agreement are owners of 0il and Gas Leases andfor Oil and Gas Interess in the land
identified in Exhibit "A," and the parties hereio have reached an sgreement (o explore and develop these Leases and/or Oil
ang Gay Interests for the production of il and Gas 1o the extent and as hereinafer provided,

NOW, THEREFORE, it is ngreed as follows

ARTICLEL
DEFINITIONS

As vsed in this agreement, the lollowing wonds and 1erms shall have the meanings here ascribed to them
A. The term “AFE® shall mean an Authnmy for Expendnure prepared by a pany to this sgreement for the pumpose of

estimating the costs 1o be incurred in conducting an op
| B The term "Completion” or "Complete” shall mean a single op
and Gas in one or more Zones, including, but not limited to, the seming of production casing, perforating, well
in such operati For horizontal wellbores, the term “Completion™ shall alse mean multi-stage

u.nuble.oa gﬁo,!nclng’

ded 1o

2 =0l

I fl’:l‘l"i{on‘;l I'n:t'-fﬂ'-f'f nper;lfnn:.

C  The term “Coniract Area” shall mean all of the lands, Oil and Gas Leases and/or Qil and Gas Interests intended to be

developed and operated for Oil and Gas purmp under this agr Such lands, Oil and Gas Lesses and Oil and Gas
Interests are described in Exhibit A"

D. The term “Decpen” shall mean a single operation whereby a well is drilled 10 an objective Zone below the decpest

Zone in wHieh, W, S e g.,,.:?".nz ?ﬁ:ﬁmebdw fi alismeas o ot F""i“i.!ﬁ‘nl-"ini’ﬁ'e\f"u RA g v

Euwrlnl cplll geeater than the measure I ln ' pm'}‘ﬂmu, drilled well nr propos

E. The werms "Drilling Panty™ and "Consenting Party” shall mean a party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agr

F. The tesm “Drilling Unit™ shall mean the arca fixed for the drlling of one well by order or rule of any state or federa!
body having suthority If a Drilling Unit is not fixed by any such rule or order, a Drilling Utit shall be the drilling unil as
established by the pattem of driliing in the Contract Area unless fixed by express agreement of the Drilling Panies

G. The term "Drilisite” shall mean the Qil and Gas Lease or Ol and Ga Interest on which & proposed well is o be

located

H. The term "Initial Well” shall mean the well required 10 be drilled by the panies hereto as provided in Anicle VA

I The term "Non-Consent Well” shall mean a well in which less than all parties have conducied an operation as
provided in Amicle VIB 2

I The terms "Non-Dilling Party” and “Non-Consenting Pamty” shall mean a paty who clects not 1o participate in a
proposed operation.

K. The term "Oil and Gas” shall mean oil, gas, casinghead gas, gas condensate, and/or all other liquid or gaseous
hydrocarbons and other marketable subsiances produced therewith, unless an intemt to limit the inclusiveness of this term is
specifically stated

L The term "Oil and Gas | " or "1 " shall mean wnleased fee and mineral i in Oil and Gas in tracts
of fand lying within the Comrm Arca which are owned by parties to this agreement.
l(ﬁrll rnd Lt:asc:lmlﬁls :xull mean the oil and 5 |eases, oil and pas ‘l’utﬁ' :'cllmu.

{armiouts. n-ii: The u uns. sei uld G“ tl. e nterests or other Inierests in oil, gas snd oiher minerals; provii EVEL ,
1he 5 e mJ umm—mf—w—ﬁm—m—mm

term s nl oot incin s Interesty  as

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

N The term "Piug Back® shall mean o single operation whereby a deeper Zone is abandoned in onder 10 anempl &
Completion in a shaliower Zone.

0. The werm "R pletion” or “R plete” shall mean an operation whercby a Completion in one Zone is abandoned
in order to attempt a Completion in a different Zone within the existing wellbore

P The term “Rework® shall mean an operation conducied in the wellbore of & well after it is Completed 10 secure
restore, or improve production in a Zone vﬂuch i¢ currently open lo production in the wellbore. Such opemitons inchude, but
are not limited 10, well stimulati but exclude amy rouline repair or maintenance work or drilling, Sidetracking,
Decpening, Completing, R pl ',.orPlugginanckoflwelI

Q The term “Sidetrack® shall mean the directional control and intentional deviation of & well from verical so as to
change the bottom hole location unless done to straighten the hole or drill around junk in the hole 1o overcome other

m:ﬁﬁr}itc.al difficulties; and for horizontal wellbores, an operation by which a lateral wellbore Is drilled off of the horizonial

R. The term "Zone” shall mean a siratum of earth containing or thought 1o contain a common accumulation of Ol and
Gas separately producible from any other common accutulation of Oil and Gas
Unless the context otherwise clearly indicates, words used in the singular include the plural, the word “person® includes
naturat and artificial f the plural includes the singular, and any gender includes the line, [t and neuter
ARTICLE L.
EXHIBITS
The following exhibits, as ind d below and hed hereto, are incorporaled ih and made a part hereol™
| —3x __ A Exhibit "A," shall include the following information

(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as (o depths, formations, or substances,
(3) Parties 10 ag) with add and telepl bets for nolice purp
(1) Percentages or fractional interests of parties to this agreement,
(5} 0il and Gas Leases and/or Oil and Gas interests subject to this agreement,
(6} Burdens on production
| —d B Exhibil “B," Ferm-efbease: Reporting Requirements
| 3 € Exhibit "C,” Accounting Procedure,
l i D Exhibit “D." Insurance.
5 E. Exhibit "E," Gas Balancing Agreement
F. Exhibit "F," Non-Discrimination and Certification of Mon:Segregated Facilities
I -1
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G. Exhibit "G," Fan-Pannership Memorandum of Of ing Agr and Fi ing S
H
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I any provision of any exhibit, except Exhibits "E," and "F'-and—G." is i b with any p
the body of this agreement, the provisions in the body of this agreement shall prevail
ARTICLE IIL
INTERESTS OF PARTIES
A, Oil and Gas Interests:
i any pany owns an Oil and Gas Interest in the Coniract Arﬁa, 1hat lnEfcst shall be treated for all purposes of this
Y3FENAAT Gas Lesse aneshed-hereto-as—Enhibit-o:2
and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the lessee thereunder
B. Interests of Partles in Costs and Production:

Unless changed by other provisions, all costs and lisbilities incumed in operations under this agreement shall be bome
and paid, and all equipment and il uired in operations on the Contract Area shall be owned, by the paries as their
interests are set forth in Exhibit "A." In the same manner, the panics shall also own all production of Qil and Gas from the
Contract Area subject, however, 1o the payment of royalties and other burdens on production as described hereafter

Regardless of which party has contributed any Oil and Gas Lease or Oil and Gas Interest on which royalty or other
burdens may be payable and except as otherwise expressly provided in this agreement, each party shall pay or deliver, or
cause to be paid or delivered, all burdens on its share of the production from the Coniract Area up to, bul not in excess of,
burdens on production as get out in Eshibit “A” _ and shall indemnify, defend and hold the other partics free from any liabitity therefor
Except as atherwise expressly provided in this agreement, if any party has coniributed hereto any Lease or Interest which is
burdened with any royalty, iding royally, production payment or other burden on produttion in excess of the amounts
stipulated above, such party so burdened shall assume and alone bear all such excess obligaions and shall indemnify, defend
and hold the other parties hereto harmless from any and all clasims atiributable to such excess burden. Iiowever, so long as
the Drilling Unit for the productive Zone(s) is identical with the Contraet Area, each panty shall pay or deliver, or cause to
be paid or delivered, all burdens on production from the Coniract Area due under the terma of the Oil and Gas Lease(s)
which such party has ibuted to this agr i, and shall indemnify, defend and hold the other paries free from any
liability therefar

No panty shall ever be respoasible, on a price basis higher than the price received by such party, to amy other party's
lessor or royalty awner, and if such other party's lessor or royalty owner should demand and receive senlement on 2 higher
price basis, the party contributing the afTected Lease shall bear the additional royalty burden atiributable to such higher price,

Nothing conutined in this Anicle [ILB. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more paries comtribite o this agreement joimly owned Leases. the panics’ undivided interests in
said L ho!ds shall be d d sep leaschold interests for the purposes of this agreement
C. Subseq ly Created I

If any pany has contributed hereto & Lease or [nicrest that is burdened with an assig of production given as security
for the payment of money, or i, afler the date of this agreement, any pany creales an overriding toyalty, praduction
payment, nei profils interest, assignmeni of production or other burden payable ow of produciion attributable 10 its working
interest hereunder, such burden shall be deemed a “Subsequenily Created Interest.”  Further, if any party has contributed
hereto a Lease or Interest burdened with an iding toyalty, production payment, net profils interests, or ather burden
payable out of production crested priar to the date of this agreement, snd such burden is not shown on Exhibit "A" such
burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such pany's
Lease or Interest 1o exceed the amount stipufated in Anticle 111D above.

The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Party™) shall assume and
alone bear, pay and disch the Sub ly Created Interest and shall indemnify, defend and hold harmless the other

B .

agreement and during the term hereof as if it were covered by llﬁl:le-["

parties from and sgainst any liability therefor Funther, if the Burdencd Party fails to pay, when duoe, its share of expenses
chargeable hereunder, all provisions of Article VILB shall be enforceable against the Subsequently Created lnierest in the
same manner as they are enforceable against the working interest of the Burdencd Pany. 1f the Burdened Pasty is required
under this agreement o assign or relinquish 10 any other panty, or panies, all or a ponion of its working interest and/or the

production attributable hereto, said other party, or panies, shall receive said assig: and/or production free and clear of
said Subsequently Created Interest, and the Burdened Pany shall indemnify, defend and hold harmless said other party, or
panies, from any and all claims and d ds for payment d by owners of the Subsequently Created Interest.
ARTICLE IV.
TITLES

A, Title Ezxamination:

Title examination shall be made on the Drillsite of any proposed well prior o of drilling operations and,
if » mejority in interen of the Drilling Panies 3o request or Operator so clects, title examination shall be made on the entire
Drlling Unit, or maximum anticipated Drilling Unil, of the well The opinion will include the ownership of the working
interesl, minerals, royalty, overriding royalty and production payments under the applicable Leases.  Each pany contribuaing
Leases and/or Oil and Gas Interests to be included in the Drillsite or Drlling Unit, if appropriate, shall fumish to Opemtor
all abstscts {including federal lease stawus repoms), title opinions, tide papers and curative material in its possession free of
charge.  Afl such information net in the possession of or made available 1o Operator by the pamies, but necessary for the
examination of the title, shall be obtained by Operator Operator shall cause title to be examined by attomeys on its sialf or
by outside attomeys. Copies of all title opini shall be furnished (o each Drlling Party  Costs incurred by Openator in
procuring abstracts, fees paid outside for title ination (including preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit "C” shall be bome by the Drilling
Parties in the proportion ihat the intercst of each Drilling Party bears io the total imterest of all Drilling Panies as such
inicrests sppear in Exhibit A" Operator shall make no charge for services rendered by its siafl attorncys or other personnel
in the performance of the above functions.

¢ {13 best efforfy in N S

Esch—pary-Operator shall ,‘;ﬁmﬂr}m-ucunng curative matter and pooling d or agr d in
connection with Leases or Oil and Gas Interests contributed by sueh—each pany Opemor shall be responsible for the prepmtwn
and ding of pooling designati or declarati and ilization sgr 2s well as the conduct of hearings

-] P ] L3

befare guvcmrnentll ngmues for the securing of spacing or pooling orders or any other orders necessary or appropriate to
the of h di This shall not prevent any pany from appearing on its own behalf at such hearings
Cons incurred by Operator, including fees paid w outside attomeys, which are d with hearings before gov
agencies, and which costs are necessary and proper for the activities comemplated under this agreement, shall be direet
charges 1o the joint sccount and shall not be by the admint erhead charges as provided in Exhibit “C *

‘2.
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Openstor shall make no charge for services rendered by its stafl sttomeys or other personnel in the pedormance of the above
functions.

No well shal! be drilled on the Contract Area until afler HHHHHH%DM&»—BMHWM
b 4 provided—and—3) the title has been approved by—the im-attermey-or-title-has-boen-and accepled by
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3. Othor-All Losses: All losses of Leases or Interests itted to this agr atherthontheso—ser{fornh—tr—brieks

PEB-l—and-PoB-3—above—shall be joint losses and shall be bome by all parties in proportion to their interests shown on
Exhibit "A." This shall include but not be limited to the loss of any Lease or Intcrest through failure lo develop or because
expreas or implied covenanis have not been performed (other than performance which requires only the payment of money),
&nd the loss of any Lease by explmuun at the end of its primary term if it is nol remewed or extended. There shall be no
dj of i in the ining portion uflhe Contract Area on account of any joint loss.
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:

__AMIDAHO, LLC shall be the Operator of the Contract Area, and shall conduct
and direct and have full control of all operattons on the Comract Area as permitied and required by, and within the limits of
this agreement. In its performance of services hereunder for the Non-Operaiors, Operator shall be an independem contractor
not tubject 1o the control of ditection of the Non-Operators except as 1o the type of openlion to be undertaken in accordance

with the elestion proced ined in this agreement Operator shall nol be deemed, or hold itsell out as, the agent of the
Non-Operators with authority to bind them 1o any obligation or linbility d or d by Of as to any thind
parly. Operator shall conduct its activities under this ag a3 2 ble prudent operator, in 2 good and workmanlike

manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable faw and
regulation, but in no event shall it have any liabdity as Opemalor to the other panies for losses sustained or liabilities incurred
except such as may result from gross reglig or willful d
B. Resignation or Removal of Operator and Selection of Successor:

|. Resignation oc Removal of Openator; Operaior mey resign st any ume by giving wnitten notice thereof to Non-Operators.
I Cperator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, excepl the selection of a
successor.  Opermtor may be removed only (or good cause by the affirmative voie of Non-Operstors owning & majonty interest
based on ownership as shown on Exhibit "A® remaining afier excluding the voting inlerest of Operator; such vore shall not be
deemed effective until a writien nolice has been delivered 1o the Operator by a Non-Operator detiling the alteged default and
Operator has failed 10 cure the default within thiny (30) dayy fi i ipt of the notice pr, of the defpult concerns an
aperation then being conducted, within forty-cight (48) hou(r:.#o us"','r:‘c]é‘ﬁ';?}:':'#{ff: 5 '5!'3‘%'&"& -y e‘?ﬁ@-&a‘lﬁ’hu‘:’:@. £
mean not only gross i or willful mi duct bul also the material breach of or inability 1o meet the standardi of

aperation contained in Article V.A. or materia failure or inability to perform its obligations under this ags

Subject 10 Anicle VILD 1, such resignation or removal shall not become effective until 700 o'clock AM. on the first
day of the calendar momth following the cxpirstion of pinely (90) days after the giving of notice of resignation by Operator
or aclion by the Non-Operators to remove Op . unless a Op has been selecied and assumes the duties of
Operator at an carlier date. Operator, after cifective date of resignation or removal, shall be bound by the terms hereol as a
Non-Opemtor A change of & comorate pame or struciure of Operator or tramsfer of Opermiors interest 1o any single

bsidiary, parent or poration ghatl not be the basis for removal of Opemator
2. Sslection of Successor Operator, Upon the resignation or | of Op under any provision of this agreement, &
successor Operator shall be selecied by the partics.  The ‘successor Operator shall be selecied from the parties owning an
interest in the Conirmet Area at the time such 07 1 selected.  The op shall be sclected by the
offirmative vote of iwo (2) or more parties owning & majonty interest based on ownpership gs shown on Exhibit "A”,
provided, however, if an Operator which has been d or is d d to have resigned fails to voile or votes only to
succeed ftself, the successor Operator shall be sclected by the affinnative vote of the party or parties owning a msjority

interest based on ownership as shown on Exhibit "A® remaiming afier excluding the voting interest of the Opcrator that was
removed or resigned. The former Opemtor shall prompily deliver 1o the successor Operator all records and data relawng to
the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operater.  Any cost of obtaining or copying the fommer Operator's records and data shall be charged to the joimt
account.

3 Effect of Bankmupicy; If Op b insclvent, bankrupt or is placed in receivership, #t shail be deemed 10 have
resigned withoul any action by Non-Operators, except the selection of a successor  If a petition for reliel under the federl
bankruptcy laws is filed by or ageinst Op . and the | of Op is prevented by the federa! bankmupicy court, all
Non-Op and Op shall p an interim operating committee 1o serve until Operator has elected to reject or
assume this agr P to the Bankrupicy Code, and an clection to reject this agreement by Operator as a debtor in
possession, or by a tmustee in bankruptcy, shall be d d a resignation as Op withoul any action by Non-Operators,
except the selection of a successor  During the penod of time the operating i Is of all actions shall

require the approval of two (2) or more panics owning a majority interest based on ownership as shown on Exhibit *A* In
the cvent there are only two (2} parties (o this agreement, duting the period of fime the operating comminee controls
operations, a third party ptable to Op Non-Op and the fedemal bamkruptcy coun shall be selected as a

ber of the operating i and all actions shall require the approval of two {2} members of the opemting
committes without regard for their interest in the Contract Area based on Exhibit "A."
C. Employees and Coniractors:

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

houts of tabor and the compensation for services performed shall be determined by Operator, and all such employees or
cotitractors shall be the employees ot 1 of Op

D. Hights and Duties of Operator:

1 il |Lse_nl_Ad "' £ ‘?n"e :vd#:l drilled“o? the Contract Area shall be diilled o0 a comperitive
contract basis a1 the usual rates pm-ifingnm the .FLP ﬂ' ﬂ mpsg?ru,‘ Operator may employ its own 1ools and equipment in
the dhilling of wells, but its charges therefor shall nol exceed the prevailing rates in the area and the rate of such charges
shall be agreed upon by the panies in writing before drilling operations are commenced, and such work shall be performed by
Opersior under the same terms and d as are y and usual in ke 2rea in of independ
who are doing work of a similar pature.  All work performed or materials supplied by affilistes or related pamies of Operator
shall be performed or supplied at competitive rates, pursuant lo written agreemenl, and in accordance with customs and
standerds prevailing in 1he indusiry

2 Discharge of Joint, Account Obligatong, Except as herein otherwise specifically provided, Operator shall promplly pay
and discharge expenses incurred in the development and operation of the Contract Area pursuant i this sgreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Exhibit *C*
Opermtor shall keep an accurate record of the joim h der, shawing exp i d and charges and credits
made and received

3 Protection from Liens Operstor shall pay. or cause 10 be paid, &3 and when they b due and payable, all
of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in
respect of the Contract Area or any operations fer the joint account thereof, and shall keep the Contract Area free from

-4-
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liens and encumbrances resulting therefrom except for those resulling from a boma fide dispute as 10 services rendered or

maiterials supplied
4. Custody of Fupds. Operstor shall hold for the accoum of the Non-Operitorns any finds of the Non-Operators advanced
or paid to the Operator, cither for the duct of op h der of as & nesull of the sale of production from the

Contract Area, and such funds shall remain the funds of the Non-Operalors on whose account they are advanced or paid umtil
used for their intended purpose or otherwise delivered 10 the Non-Operiors or spplied loward the payment of debts as
provided in Aricle VILB  Nothing in this paragraph shall be consirued to establish & fiduciary relationship between Opermlor
and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shall require the meintenance by Opemitor of separate accounts for the funds of Non.Operators uniesy the
parties otherwise specifically agree.

5 Agcess 1o Contzct Area and Records, Opemator shall, except a3 otherwise provided hemn permit esch Non-Operator
or ity duly authorized represenuative, at the Non-Operator's sole risk and cost, full and free access at all reasonable times o
all cperations of every kind and chamcier being conducted for the joint account on the Contract Area and to the records of
operations conducted thereon or producti heref: including Op s books and records relating therio.  Such access
rights shall not be exercised in & manner interfering with Op r's duct of an operation hercunder and shall mot obligale
Operator io fumish any geologic or geophysical data of an interpretive mature unless the cost of preparation of such
interpretive data was charged to the joint account, Operator will fumnish to each Non-Operator upon request copics of any

and all repons and information obtained by Opmiur in ion with production and related items, including, withoum
limitation, meter and chen reponts, prod ; , run tickets and monthly gsuge reports, but excluding
purchase contracts and pricing information to the extent not spplicable 10 the production of the Non-Operator secking the
information.  Any audit of Opernior's records relating to pended pnd the appropristencss of such expenditures

shall be conducted in accordance with the audit protocol specified in Exhibit *C =

6. Filing and Fumishiog Governmental Repons, Operator will file, and upon wiilten request promptly fumish copies 1o
each requesting Non-Operator not in defautt of i3 paymen: obligations, all operational notices, reporis or appl ‘cations
tequired to be filed by local, Stale, Federal or Indian agencies or authorities having jurisdiction over
Each Non-Op shall provide to Op on a timely basis all inf i y to Op io make such filings

7 Drilling and Tesing Opcrations: The following provisions shall apply 1o each well drilled hereunder, including but not
limited to the Initial Well

(8) Operator will promplly advise Non-Operators of the date on which the well t5 spudded. or the dae on which
drilling operations are commenced.

(b) Openator will send to Non-Operators such reporns, test results and notices regarding the progress of operations on the well
as the Non-Op v shallr bty request, including, but not timited to, daily drilling reports, completion repona, and well logs.

(c) Operator shall adequately test all Zones encountered which may r bly be expecied to be capable of producing
Qil and Gas in paying quaniities as a result of examination of the eleciric log or any other logs or cores or tests conducted
hereunder

8 Cost Estimates; Upon request of any Consenting Pany, Operator shall furmish estimates of curment and cumulative costs
incurred for the joint account at reasonable intervals during the conduct of any operation pursuant to this agreement
Operator shall not be held liable for errors in such estimaies so long as the estimates are made in good faith.

9 Insurance. A1 all times while operati are ducied h der, Of shall comply with the workers
compensation law of the state where the openlions are being conducted, provided, however, that Operstor may be a sell
insurer for liability under said compensation laws in which cvent the only charge that shall be made to the joint account shall
be as provided in Exhibit "C" Operaior shall also camy or provide insurance for the benefit of the joint account of the parties
as outlined in Exhibit "D attached hereio and made a pan hercol  Opemtor shall require all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of the state where the operations are being conducled

and 10 in such other i a3 Op may require.

In the event bite liability is specified in said Exhibit "D." or subsequently receives the approval of the
parties, no direct charge shall be made by Opemtor for premiums paid for such | for Op r's ive
cquipsent.

ARTICLE VI.
DRILLING AND DEVELOPMENT
A. Initial Well:

On-arbeforeth et the-drilling-oFtheInitial
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B. Subsequent Operations;

Erovosed Operations. I any party hereto should desire to drill any well on the Contract Area other than the [nitial Well, or
if any party should desire to Rework, Sidetrack, Deepen. Recomplete or Plug Back a dry hole or a well no longer capable of
producing in paying quantities in which such party has not otherwise relinquished its inlerest in the proposed objective Zone under
this ap the pany desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give wrinen
notice of the proposed operation to the panies who have mot othetwise telinquished their interest in such objective Zong

5.
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under this agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be
performed, the locstion, proposed depth, objective Zone and the estimated cost of the operation  The panics to whom such a
notice i3 delivered shall have thiny {30) days after receipt of the notice within which to notify the pany proposing 1o do the wotk
whether they elect to paricipate in the cost of the proposed operation. If a drilling rig is on location, notice of a propesal 1o
Rework, Sidetrack, Recomplete, Plug Back or Dupw}b Egixen by lelephone and the response period shall be limited to forty-
cight (48) hours, exelusive inclmive of Saturday, Sunday an ! holidays. Failure of a pany to whom such notice is delivered 10 reply
within the period above fixed shall constitute an election by that party not to panicipate in the cost of the proposed operation
Any-proposal-by—a-pary-to-conduct-an—operation—oconlicting-with-the-operetion—initialy—proposcd—shall-be—del vered—to—ali—pani

thi-thve-i WY adadin At do VD o
i # -B-6-

If all pamies to whom such notice is delivered elect 1o panicipate in such a proposed operation, the parties shall be

[y d to [ T therein provided such op are d within the time petiod hereafler sa1
forth, and Opcrator shall, no later than ninety (90) days afler expiration of the notice period of thity (30) days (or as
promptly as practicable after the expiration of the fomy-sight (48) hour period when & dnlling rig is on locaiion, as the case
may be), actually the proposed operation and thereaft plete it with due diligence at the risk and expense of

the parties participating therein, provided, however, said commencement date may be extended upon written notice of same
by Operator 10 the cther panies, for & period of up to thiny {30) additional days if, in the sole opinion of Operator, such
additional time is reasonably necessary to obtsin permits from govemnmental suthorities, surface rights (including rights-of-
way) or appropriate dnlling ecquip or to plete litle ination or curalive matter required for title approval or
acceptance.  If the scrual operstion has not been commenced within the time provided (including any extension thervof as
specifically permitled herein or in the force majeure provisions of Anicte XI} and if any pany hereto siill desires to conduct
said operation, writlen nolice proposing same must be resubmitted to the other parties in accordance herewith as iff no prior
propasal had been made. Those parties that did not panticipaie in the dilling of a well for which a proposal to Deepen or
Sidetrnck is made hereunder shall, if such panies desire 1o panicip in the proposed Deepening or Sid king operati
reimburse the Drilling Parties in accordance with Arnicle VIB4. in the event of a Deepening opemtion and in accordance
wilh Article VILB.5 in the event of a Sidetracking operation.

P i j

(a) Detenmination of P'adicipation. If any pany to whom such notice is delivered as provided in Anicle VIB.1. or
VIC1 (Option No. 2} elecis not to participate in the proposed operation, then, in order 1o be cntitled 1o the benefits of this
Article, the party or parties giving the notice and such other parties as shall elect to panicip in the operation shall, no
later than minety (90} days afier the expiration of the notice period of thiny (30) days (or as promptly as practicable after the
expimiion of the forty-cight (48) hour period when a drilling rig is on location, as the case may be) actually commence 1he
proposed operation and plete it with due diligence. Operator shall perform all work for the account of the Consenting
Panies; provided, however, il no diilling rig or other equip is on location, and if Of is a Non-Consenting Pany,
the Consenting i'anics shall cither (i) request Operator to perform the work required by such proposed operation for the
account of the Consenling Paries, or (i) designate one of the C ing Panics as Of 10 perform such work  The
nights and dulies granted to and imposed upon the Operator under this agreement are granted to and imposed wpon the party
d d a3 Op for an operation in which the original Opentor is a Non-C ing Party. C ing Parties, when
conducting operations on the Contmct Area pursuant to this Anicle VIB.2, shall comply with all terms and conditions of this
agreement.

If less than all parties approve any proposed operation, the propasing party, i
applicable notice period, shall advise all Parties of the total interest of the padtics approving such operation and its
recommendation as to whether the Consenting Panies should p%F?JEr‘ < operalion as proposed.  Each Consenting Panty,
within Forty-eight (48) hours (exstusive inclusive of Saturday, Sunday, and / leglt—halidays) afier delivery of such notice, shall advise the
proposing party of its desire to (i) limit paricipation 10 such parny's interest as shown on Exhibit "A" or (ii) camy only its

"

ly after the expimtion of the

proporti pan (d ined by dividing such party's interest in the Contract Arca by the interests of all Consenting Parties in
the Contract Area} of Non-Consenting Panties’ imeresws, or (Hi) carry its proponi part (d ined as provided in (i) of
Non-C g Parties' j gether with all or » porion of iy proportionate pan of any Non-Consenting TParties'

interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Panlies that is not caried by a
Contenting Party shall be deemed 1o be camied by the paity proposing the opemation il such party does nol withdw its
propossl. Failure 10 advise the proposing pany within the time required lell be deemed an election under (i) In the event a

drilling rig is on location, notice may be given by telephone, mail, facsim f;Immd the time permined for such a resy shall not exceed 2
totat of fonty-gight {48) hours (exslusive inclusive of Saturday, Sunday and [ellgl‘lmlidlyl), The proposing party, at ils election, may
withdraw such proposal il there is less than 100% panticipation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicabl P peniod.
If 100% subscription 10 the proposed operation is obiained, the proposing pany shall prompily noiify the Consenting Patties

of their proporticnate interests in the operation and the pany serving as Opemator shall commence such operation within the
period provided in Article VI B 1., subject 1o the same extension right as provided therein.

{b) Relinquishment of Interest for Non-Participation. The enlire cast and risk of conducting such operations shall be
bome by the Consenting Panies in the proportions they have elected to bear same under the terms of the proceding
paragraph.  Consenting Parties shall keep the leaschold estates involved in such operations free and clear of all liens and
encumbrances of every kind crested by or arising from the operations of the Consenling Parties. [If such an operation resulls
in a dry hole, then subject to #Antietes—¥i-B-6—and VLE.J, the Consenling Parties shall plug and abandon the well and restore
the surface location at their sole cost, risk and exp provided, | , that those Non-Consenting Panties  that
participated in the drilling, Decpening or Sidetracking of the well shall remain lisble for, and shall pay, their proportionste
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not
increased by the subseq perali of the C ing Parties. If any well drlled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Anicle results in a well capable of producing Oil and/or Gas in
paying quantitics, the Consenting Panies sha!ll Complete and equip the well to produce at their sole cost and risk, and the

well shall then be wmed over 1o Op (if the Op did not duct the operation) and shall be operated by it at the
cxpense and for the of the C ing Parties.  Upon of operath for the drilling, Reworking,
Sidetracking, R pleting, Deepening or Plugging Back of any such well by Conscating Parties in accondance with the

provisions of this Anicle, each Non-Consenting Panty shall be deemed to have relinquished 10 Conseniing Panties, and the
Consenting  Panies shall own and be enlitled to receive, in proportion 1o their respective interests, all of such Non-
Consenting  Party's interest in the well and share of production therefrom or, in the case of a Reworking, Sidetracking,

-6
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Deepening, Recompleting or Plugging Back, or a Completion pursuant 10 Amicle VIC I, Opion No. 2, all of such Non-
Consenting  Party's interest in the production obtained from the operation in which the Non-Consenting Party did not elect
1o particip Such relinquish shall be effective until the proceeds of the sale of such share, calculated at the well, or

market value thereol if such shate is not sold (afler deducting applicable ad val produstion, so , and excise taxes,
royslly, ovemiding royally and other interests not excepred by Anicle II1C. payable out of or measured by the production
from such well accruing with respect to such interest until it reverts), shall equal the total of the lollowing:

(i) 2000 % of canh such Non-Consenting Partys share of the cost of any newly acquired surface equipment

beyond the wellhead (including but not limited 10 stock tanks, scparators, weaters, pumnping equipment and
pnpmg), plus 100% of exch such Non-Cnns:m:ns Party’s share of the cost of operation of the well commencing with first
and inuing until each such Non-Consentling FParly's relinquished interest shall revert 1o it under other

pr(mswm of this Anicle, it being agreed that each Non-Consenting Pany's share of such costs and cquipment will be that
interest which would have been chargeable fo such Non-Comsenting Party had it participated in the wetl from the beginning
of the cperations; and

(i) _5000 % of (a) that pottion of the costs and expenses of drilling, Reworking, Sidetracking, Deepening,

Plugging Back, tesiing, Completing, and R pleting, afier deducting any cash comtributions received under Amicle VINC,
and of (b) that portion of the cost of mewly scquired equipment in the well {lo and including the wellhead connections),

whith would have been chargeable 1o such Non-C ing Party if it had pacticipated therein
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(c) Reworking, Recompleting or Plugging Back, An clection not lo panicip in the drilling, Sidetracking or
Decpening of & well shall be d d an clection not 1w patticipate in any Reworking or Plugging Back operation proposed in
such a well, or porion thereof, to which the initial non-consent eleciion applied that is cotducted a1 any ume pror 1o full
recavery by the Consenling Parties of the Non-Consenting Party’s recoupment amount.  Similady, an election not to
panicif in the C or R pleting of a well shall be deemed an clection not to panicipate in any Reworking
operation proposed in such a well, or porien thereof, to which the initial non-consent clection applied that is conducted at

P
¥ .

any time prior 1o full recovery by the Consenting Parties of the Non-C ing Party's ¢ r amount. Any such
Reworking, Recompleting or Plugging Back operation conducted during the recoupment period shall be deemed pant of the
cont of opermtion of said well and there shall be sdded 1o 1he sums 1o be recouped by the Consenting Panties ___5008 % of
that portion of the costs of the Reworking, Recompleting or Plugging Back operation which would have been chargeable to
such Non-Consenting Party had it participated therein. M such & Reworking, Recompleting or Plugging Back operation is
proposed during such recoupment period, the provisions of this Anicle VIB. shall be applicable a3 between said Consenting
Parties in said well

(d) Recoupment Matters, During the period of lime Consenling Patties are entitled to receive Non-Consenting Party's
share of production, or the p Js therefrom, C ing Partics shall be responsible for the pay of all ad valorem,
production, severance, excise, gathering and other taxes, and a!l royalty, ovemiding royalty and other burdens applicable o
Non-Consenting Party’s share of production not excepted by Article IILC

In the case of any Reworking, Sidetracking, Plugging Back, R pleting or Beepening operation, the €
Parties shall be permitied to use, free of cosl, all casing, tubing and other equipment in the well, but the ownership of all
such cquipment shall remain hanged, and upon sband of & well after such Reworking, Sidetracking, Flugging Back,
R pleting or ing, the € ing Pamics shall account for all such equipment 10 the owners thereof, with each
party receiving its proponionale part in kind or in value, less cost of salvage

Within ninety (90) days after the pletion of any of under this Article, the party conducting the operations
for the Consenting Partics shall furnish cach Non-Consenting Party with an inventory of the equip in and d
the well, and an ilemiz.:d statement of the cost of drilling, Sideiracking, Deepening, Plugging Back, testing, Completing,
i pleting, and g the well for production, or, al s opuon, the opemting pany, in liew of an itemized statement
of such costs of operation, may submit a detailed statement of monthly billings, Each month thereafter, during the time the

P

to

Consenting Parties are being reimbursed as provided above, lhe pasty conducting the operations for the Consenting Parties
shall furnish the Mon-Consenting Pemies with an itemized statement of all costs and labilities incurred in the operation of
the well, together with a of the quaniity of Oil and Gas produced from it and the amount of proceeds realized from
the sale of the well's working intcrest production dusing the preceding month.  In determining the quantity of Oil and Gas
produced during any month, Consenting Parties shall use indusiry accepted methods such as but not limited to m:!mng or
petiodic well tests.  Any gmount realized from the sale or other disposition of equip
gny such openation which would have been owned by a Non-Consenting Pany had it panicipated therein shall be credited
against the total unrciumed costs of the work done and of the equipment purchased in determining when the inierest of such
Non-Consenting Party shall revert 1o it as above provided; and if there is a credil balance, it shall be paid 1o such Non-
Conasenting Party

If and when the Congenting Panies recover from a Non-C ing Pany's relinquished Enterest the amcumts provided
for above, the relinguished interests of such Non-Consenting Party shall automatically revert to it as of 7:00 sm on the day
follewing the day om which such recoupment occurs, and, from and after such reversion, such Non-Consenting Party shall
own the same interest in such well, the material and cquipment in or pertaining thercte, and the production therefrom as
such Non-Consenting Pamy would have been enmiided to had it parucipated in the drilling, Sideracking, Reworking,
Deepening, Recompleting or Plugging Back of said well  Thereafler, such Non-Consenting Party shall be charged with and
shall pay ils proportionate part of the further costs of the operation of said well in sccordance with the terms of this
agreement and Exhibit "C* attached hereto.

3 Stand-By Costs. When a well which has been drilled or Decpened has reached its authorized depth and all tesis have
been completed and the results thereol fumished 1o the paries, or when operations on the well have been otherwise
terminated pursusnt to Anticle VIF, stand-by costs incurmred pending response 1o & pary’s nolice propesing & Reworking,

newly acquired in with

-7-
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Sidetracking, Deepening, Recompieting, Plnggmg Back or Completing operation im such a well (including the period tequired
under Anicle VIB6. to resolve peling proposals) shall be charged and bome as part of the drilling or Deepening
operation just completed  Stand-by costs subsequent to all parties responding, or expiration of the response time permitted,

whichever first occurs, and prior to agreement as to the participating interests of all Consenting Parties pursuant 1o the terms
of the sceond grammarical plugnph of Anicle VIB2 (a), shall be charged to and borne as part of the proposed operation,
but il the propasal is subsequently hd h of insufficient panicipation, such stand.by cosis shall be allocated
between the Consenting Paries in the proportion each Consenting Party's interest as shown on Exhibit "A” bears to the lotal
interest as shown on Exhibit "A" of all Conseming Parties

In the event that notice for a Sldﬂmklnglopmu&‘l " iwm while the dnilling rig to be utilized is on location, any pany
may request and receive wp to five (5) additional days afler expiration of the forty-eight hour response period specified in
Article VLB.l  within which w respond by paying for all stand-by cons and other costs incurred duning such extended
response period, Opemior may require such pany 10 pay the estimated stend-by time in ad FLEEY 10 di
the response period. If more then one party elects to take such additional time to respond Io the notice, standby costs shall b:

e

allocaled between he parties taking additional time lo respond on a day-lo-day basis in the proportion each electing pany'’s
interest as shown on Exhibit "A” bears to the 101al interest as shown on Exhibit "A" of all the electing parties.
4. Deepening: IF less than all parties elect to participale in & drilling, Sidetracking, or Deepening ion proposed

pursuant to Atticle VIB.l, the interest relinquished by the Non-Comsenling Parlies 1o the Conscniing Farties under Anticle
e e LiancaT weilbore' Y 1) ihe Sbjcive depih o 2one or T e choe of s Worizonual Wetf the fengisof e horisonit wehbore
of which the parties were given notice under Anicle VLB 1. {"Initial Objective™). Such well shall not be Decpened beyond the
Initial Objective withowt first complying with thu Amicle 10 afTord the Non-Consenting Panies the opporwnity 1o panicipate
in the Deepening operation. In the case of o horizontal well

In the evenl any Conscating Party desires to drill or Deepen a Non-Consenl Well o a depth below the Initial Objective,
such pacty shall give nodee thereof, complying with the requirements of Anicle V1B 1., to all patties (including Non-
[ g Parties).  Thereupon, Amicles VIB ) and 2. shall apply and all pamies recewving such notice shall have the right 10
participate or not parici in the D ing of such well pursuant to said Articles VIB 1 and 2 Il a Deepening operation

¥ ¥ L]

is spproved purmtuant o such provisions, and if any MNon-Consenting Party elects to parlicipate in the Deepening cperation,
such Non-Consenting pany shall pay or make reimbursement (as the case may be) of the following costs and expenses.

(a) If the proposal to Deepen is made prior 1o the Completion of such well as & well capable of producing in paying
quantities, such Non-Consenting Panty shall pay {or ramburse Consenting Parties for, as the case may be) that share of costs

and d in with the drilling of said well from the surface 10 the Initial Objective which Non-
Comenung Pany would have paid had such Non-Comsenung Pamy agreed to panticipate therein, plus the Non-Consenting
Party's share of the cost of Decpening and of participating in any further operations on the well in sccordance with the aother

provisions of this Agreement. provided, however, all costs for testing and Completion or attempied Completion of the well
ineurred by Consenting Panmies prior 10 (he point of actual opersiions to Deepen beyond the Initial Objective shall be for the
sole account of Consenting Parties.

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

in paying quamtities, but is no longer capable of producing in paying quantities, such Non-Consenling Party shall pay (or
reimburse Conseming Panies for, as the case may be) its proponiomate share of all cosis of drilling, Completing, and
equipping said well from the surface 1o the Initial Objective, calculated in the manner provided in paragraph (a) above, less
those costs T ped by the Ci ing Parties from the sale of production from the well The Non-Consenting Party shall
also pay its propontionate share of all costs of reentering said well.  The Non-C ing Panies’ proporti part (based
on the percentage of such well Non-Consenting Pany would have owned had it previousty participated in such Non-Consem
Well) of the costs of salvable materials and cquipment remaining in the hole and salvable surface equipment used in
connection with such well shall be determined in accordance with Exhibit "C"* i the Cnmenlmg Parties have recouped the

cost of delling, Completing, and equipping the well at the time such Deepening of is ducted, then a Non-
C ing Pany may pafticip in the Deepening of the well with no paymem for costs incurred prior 0 re-ehtering the
well for Deepening

The foregoing shall not imply a right of any C ing Party to propose any Decpening for a Non-Consent Well prior

to the drlling of such well 1o its Initial Objective without the consent of the other Consenting Parties as provided in Article
VIF

S Sidetracking, Any pary baving the right to participale in & propesed Sideracking operation that does nol own an
interest in the afTected wellbore at the time of the notice shall, upon electing 10 pamicipate, tender lo the welibore owners it
proportionate share {equal (o its interest in the Sidetracking operation) of the value,of that ponion of the existing wellbore
tobe utilized as follows

{a) If the proposal is for Sidetracking an existing dey hole, reimburseent shall be on the basis of the actual costs
incwmed in the initial drilling of the well down 1o the depth 31 which the Sidetracking operation is initiated.
(b} If the proposal is for Sidetracking a well which has previously produced, reimbursement shall be on the basis of

such party's proportionate share of drlling and equipping costs incurred in the initial drlling of the well down (o the depth
at which the Sideiracking operation is ducted, calculated in the manaer described in Article VIB.4(b) above. Such pany's

proportionate share of the cost of the well's salvable materials and equipment down 10 the depth at which the Sidetracking
operalion is initiated shall be determined in 0t with the provisions of Exhibit *C *
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7 Conformily to Spacing Pattemn, Notwitk ding the provisi of this Anticle V1B 2., il is agreed that no wells shall be

propased 1o be dilied, 0 o Eor b o an %ﬁi‘ﬂ‘-’.‘-‘iﬂn’;‘?ﬂ‘ e Ol oatinn paiery Tor Joch o L T Sorap e cpe)
Area is producing, unless sucl wm’con 0rme 0 the ER-EXISUNG weirsplcmg len l'i':r:ucfi Eone’

% Paving Wells No pany shall duct any R king, Decpening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agreement wilh respect to any well hen capable of producing in paying quantities except
with the consent of all parties that have not relinquished interesis in the well a1 the time of such openation.

C. Completion of Wells; Reworking and Plugging Back:
1. Completion, Without the consent of all parties, no well shall be drilled, Deepened or Sidetracked. except any well

deilled, D d o Sidetracked ¢ 1o the provisions of Anicle VIB 2 of this agreement. Consent 1o the drilling,

P

. . Xi include:
Deepening or S.lde!rac L ‘hﬂll::'nﬂmeurizunmw:lh pnl‘{,’ - . . . . 5
B Option No . / Asll necessary expenditu for the dnlling, Decpening or Sidetracking, lesting, Completing and

equi'pping althe we.I‘I. irdud‘nglrﬁﬁ?:? llniﬂfc and/or rfl:.f {{:il'lie:.

| Wellg,
B  Ootion No 2 f&aﬂ ::cr:liary expeRn m‘.l'r!es o?l ';mﬂ ing, n:ep:m;g ore gldemcking and testing of the well. When

such well has reached its authorized depth, and all logs, cores and other tests have been compleied, and the resulis
thereof fumished to the parties, Operator shall give immediste notice to the MNon-Opemiors having the rght to
participate in & Completion anempt whether or not Op d pling 1o Comph the  well,

together Mlﬂ}l Oxmguan AP;]lZ_ ﬁ_nr nlr:nedlion f:snu if not pmimﬂys;i‘[gxidd, The parties receiving such notice
shall have / !jon';-eilg‘n,(dgﬂ;nm’l “ ¢ fncliaive of Saturday, Sunday and / Iegflhulidayl) in which to elect by delivery of
nalice to Op lo paricipale in & T jed Completion attempt or to make a Completion proposal wilh an

panying AFE. Op shall deliver any such Completion proposal, or any Completion proposal conflicting
with Operator's proposal, to the other parties entitled (o panicipsie in such Completion in accordance with the
procedures specified in Article VIB 6. Election lo panicip in a Ci .u[‘!!":”'.‘;ﬁ'?m'ﬂ;" include consent to alt

- et . I i ’
e iﬂ.ﬁ[’ﬂﬁﬁ.ﬁ’{ull’énﬁm‘lﬁﬁiﬂ “‘I’f.’.‘.".?..‘.’f:.';".‘:}&"&’.. ':‘:T&... ,.;..."ﬁi}f.’u‘.‘é"‘,‘“‘ asdicomariace
facitivies / but excluding eny suimulanon operstion not confsined on the omﬂmm AFE.  Failure of any pany
receiving such notice to reply within the period above fixed shall constitute an eclection by that party pot to

participale in the cost of the Completion attempt; provided, that Article XVIAB-6. shall control in the case of
ficting Completion propotals. [f one or more, but lesa than all of the pamies, elect to attempt & Completion, the
provision of Anicle V1B 2 hereol (the phrase "R king, Sidewracking, Deepening, R pleting or Plugging

Back” as contsined in Anicle VI.B2. shall be deemed to include "Completing”) shall apply to the operations
thereafter conducted by less than all paries, provided, however, thal Asticle VIB.2 shall apply separately lo each

1 Completion or R pletion aempt undertaken b der, and an efeciion 10 b a Non-Consenting
Party a3 to one Completion or R pleti pt shall ot prevent a party from becoming » Consenting Party
in subseq Completi: or R pleti F gard] hether the C ing Parties as 1o earlier

Completions or Recomplction have recouped their costs pursuant to Article VIB2, provided further, that any
recoupment of costs by a Consenting Pamy shall be made solely from be production atrbutable 10 the Zonre in
which the Complction attempt is made. Election by a previous Non-Consenting pany fo participsle in a subsequent
Completion or Recompletion attempt shall require such party to pay its proportionate share of the cost of salvable
ials and cquip in the well pursuant o the previous C ion or R letion  attempl,
losoar and ol It p, egh, s cpmens benel, e Zone, [, i, it AT TSR ¢
Completion atempt orfols 1] polt‘:ntl'llfy upl'grcol‘prml’:clingoiror 1.

2 Rework, Recomplete or Plug Back, No well shall be Reworked, Recompleted or Plugged Back except a well Reworked,
Recompleted, or Plugged Back pursuant to the provisions of Anicle YIB.2 of this agreement. Consent to the Reworking,
Recompleting of Plugging Back of a well shall include all Yy expendi in conducting such op and
Completing and of said well, including y 1ankage and/or surface facilities.

D, Oiher Operations:

Operator shall not undertake any single project reasenably estimated to require an expenditure in excess of
Fifty Thousand and no/]00 Dollars (3_$0,000,00 ) except in connection with the
drilling, Sidetracking, R king, Deepening, Completing, R pleting or Plugging Back of a well thar has been previously
authorized by or p 1w this ag , provided, | . thal, in case of explosion, fire, flood or cther sudden
emergency, whether of the same or different nature, Operator may take such sieps and incur such expenses as in its opinion
are required 1o deal with the gency to safeguard life and property but Op &s promptly as possible, shall report the
emetgency 1o the other panies.  If Operator prepares an AFE for its own use, Operator shall furnish any Non-Operator so
requesting an information copy thereof for any single project costing in excess of __Fifty Thousand and no/]108 Dollars
{$_50,000,00 ). Any party who has not relinquished its interest in a well shall have the right to propose that
Opemator perform repair work or undertake the installation of artificial [ift equipment or ancillary production facifities such as
g&walﬂ disposal wells or to conduct addilional work with respect to a well drilled hereunder or other similar project

1 Honel y

e b il

Aok H | H :ll:' - Mlai: vr hark z:" o nr 7 H OF L H i Taoilidi . ik H Ilmss . ik hall
be—p eed—ly—pep 2t b Hie—parties) bly esti d (o requite an expenditure in excess of the
amount first set forth sbove in this Anicle VLD (except in ion with an operation required 10 be proposed under

Articles V1B.1 or VIC.| Option No. 2, which shall be govemed exclusively be those Asnicles).  Operator shall deliver such
proposal to all parties entiled to patticipale therein. I within thity (30} days thereol Operator secusres the wrillen consent
of any pary or parties owning at least 60,0 % of the intcrests of the patties cntitled to participate in such operation,
each pany having the right to penicipate in such project shall be bound by the terms of such proposal and shall be obligated
Lo pay its proportionate share of the costs of the proposed project as if it had consented to such project pursusnt fo \he terms
of the proposal
E. Abandonment of Wells:

1. Absndonment of Dry Holes, Esxeept for any well diilled or Deepencd pursuani to Atticle VIB 2, any well which has
been drilled or Deepened under the 1erms of this agreement and is proposed o be compleied as a dry hole shall not be

-9.
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plugged and abandoned without the consent of all panies.  Should Operator, afier diligent eﬂiﬂ Pe ungble to coniact any
pany, or should any party fail 1o reply within fory-cight (48) hours {exehmive inclusive of § Jay, Sunday um[f tegal holidays) afler
delivery of notice of the proposal to plug and abandon such well, such party shall be deemed to have consenled to the
proposed sbandonment.  All such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, fisk and cxpense of the paries who participated in the cost of drlling or Deepening such well  Any pany who objects 10
plugging and ?nﬂcﬂu{; such well by notice delivered 1o Operator wilthin fomy-cight (48) hours (exelusive Inclusive of Sawrday,
Sunday and n‘!ays) after delivery of notice of the proposed plugging shall ke over the well as of the end of such
forly-eight (48) howr nwiice period and conduct further operations in search of Oil and/or Gas subject lo the provisions of
Anicle V1B, fuilure of such party 1o provide proof bly satisfaciory 10 Op of its financial capability to conduct
such operations or to take over the well within such peried or to d perati on such well or plug and
abandon such well shall entitle Operaior 1o retzin of take possession of the well and plug and abandon the well The pasty
wking over the well shall indemrify Opersior (if Operstor is &n abandoning pany) end the other abandoning parties against
liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and

1 a

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

2 Abandonmemt of Wells Thar Have Produced. Exeept for any well in which a Non-Consent operation has been
conducted hereunder for which the Consenting Parties have not been fully reimt d a3 herein provided, any well which has
been completed as a producer shall not be plugged and abandoned withoul the consent of all parties. If alf pariies consent to

such abandonment, the well shall be plugged and abandoned in J with applicable regulati and at the cost, risk
end expense of all the panies Imelo Failure of & panty to reply within siwty—{68Hhirty (30) days of delivery of notice of proposed
band shall be d d an el to to the proposal. T, within sisty—{683thirty (30} days afler delivery of notice of the
proposed abandonment of any well, all parties do not agree 1o the abandonment of such well, those wishing to continue its
operation from the Zone then open to production shall be obligated to take over the well as of the expiration of the
applicable nolice period and shall indemnify Of Gf Op is an sbandoming party) and the other abandoning parties

against [iability for any furiher operations on the well conducted by such panies. Failure of such pary or parties to provide
prool  reasonably satisfactory 1o Opemator of Iheu' financial capability 1o conduct such opemlions of to lake over the well
within the required peried or thereafier 10 perati on such well shall emitle operator 10 retain of take postession
of such well and plug and abandon the well

Parties laking over a well as provided hemn shall tender to each of the clher parties its proportionate share of the value of
the well's salvable and d d in d with the provisions of Exhibit "C," lcss the cttimated cost

YUHp

of ulvagmg and the estimated cont of plugmng and sbandoning and 1 ing the surface.—provided—h —hrat—a—th 4
h. i deak P s H " et ™ tad " f- 1 hiuh. s 4
r Ss- (] L2 hd o fal -2kl - B L e L
1 F—the—wells—palvekl ial—and ; ol —the—sbandon Fries—shall—tend she—narti st
the—wel's—salvable—material—and—equis ench—of # ,,... 1o
perat theit—propor b —h t b t:  Each abandoning panty shall assign to lI:e fen- lbmdnmng
panies, without ¥, exp or implied, a¢ to title or as 10 quamity, or fitness for use of the equipment and material, all

of its interest in the wellbore of the well and related equipment, together with its interest in the Leaschold insofar and only
insofar as such Leaschold cavers the right lo oblain production from that wellbore in the Zone then open 1o production I the
interest of the sbandoning pany i3 or includes and Ol and Gas Interest, such pany shall execute and deliver to the nom-
sbandoning party or parlics an oil and gas lease, limited 10 the wellbore and the Zone then open to production, for a term of
T:e l“l'i zﬁ;r nr'!d lﬁjltips thereafter as Oil and/or Gas is produced from the Zone covered therchy, such lease 1o be on the—form
m.ﬂm!—u—ma— Th e assignmenis or leases so limited shall encompass the Drilling Unil upon which the well is located
The payments by, and the assignments or leases 1o, the assignees shall be in a mtio based upon the relationship of their
pective per ge of participation in the Contract Area to the aggregate of the percentages of panicipsion n the Comimct
Area of all assignees. There shall be no read; t ol inthe ining portions of the Cantract Area
Thercafter, abandoning pactes shall have no funher responuibility, liability, or interest in the operation of or production
&gmlhe well in the Zone then open other than the royalties retained in any lease made under the 1erms of this Aructe.

o its gole discretion, elect
request—Operatod IMM s :r:ilict fﬁe assigned well for the ol the non-sbandoning parties ai the rates and
charges plated by this agr plus any additional cost and charges which may arise a3 the result of the sepante
ownership of the assigned well  Upon proposed aband, of the producing Zone gned or leased, the assignor or lessor

shall then have the option lo repurchase its prior interest in the well (using the same valuation formula) and participate in
further operations therein subject to the provisions hereol’

3. Abandonment of Non-Consemt Operations: The provisions of Article VIE 1. or VIE2 above shall be applicable as
between Consenting Panies in the event of the proposed abandonment of any well excepted from said Anickes: provided,
however, no well shall be permanenily plugged and abandoned unless and until all panies having the right to conduct (unther
operalions therein have been notified of the proposed abandonment and afforded the opportunity to elect to take over the well
in sccordance with the provisions of this Article V1E, and provided further, that Non-Consenting Parties who cwn aa interest
in a pontion of the well shall pay their proponionate shares of abandonment and surface restoration cost for such well as
provided in Article VLB 2.4b) :

F. Termination of Operaiions:

Upon the of an operation for the dnlling, Reworking, Sidetracking, Flugging Back, Deepening, lesting,
Completion or plugging of a well, including but not limited 1o the [nitial Well, such operation shall not be tenminated without
consent of panies beanng _60 % of the costs of such operation, provided, however, that in the event granite or cther
practically imp b b or condition in the hole is cncountered which renders further operstions impractical,
Op may di i i and give notice of such condition in the manner provided in Anicle VIB1, and the
provisions of Anicle VLB orV[E shall thereafler apply 10 such operation, as appropriate
G, Tnkln; Production in Kind:

8 Optign No. I; Gas nlll!:aiel‘llf i5rnm=m Attached

Each party shall / take in 'l J‘or and separalely dispose of its proportionale share of all Oil and Gas produced from the
Contract Area, exclusive of production which may be wsed in develog and producing operations and in prepasing and
treating Oil and Gas for markeung pury and producti idably Jost  Any extra expenditure incutred in the 1aking
in kind or and separate disposition by any party of its proponionate share of the production shall be borne by such parry. Any
P'Tx:lakig,g rrrlh?ut Iu‘:fl?l 1. u:‘“t?rloul llr:'ldm 1|!t|gll¥|u %':gdrc's.: pay for only its poportionate share of such part of

Operators surface facililes / which il uses.

Each party shall exccute such division orders and conmtracis a8 may be necessary for the sale of its interest in
production from the Contract Area, and, except as provided in Arucle VILB, shall be entitled 10 receive payment

=10-
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direcily from the purchaser thereol for ils share of all production.

|

2 I any party fails 10 make the arrangemenis necessary 1o take in kind or separately dispose of its proportionate
3 share of the Oil produced from the Contract Ares, Operslor shall have the right, subject to the revocation at will by
4 the party owning it, but not the obligation, to purchase such Oil or sell it o others at any time and from time to
: | e O e S o (T L ol D omes e el ened” By
. ] Opemtor upon 2t least lea-(8)- thirty (30} days wrillen notice to the owner of said production and shall be subject always to
. ] the right of the owner of the production upon ot beast tenHo)- thicry (30) days written nolice to Opematar 1o exercise st any
9] time its right to take in_kind, or scparsiely dispose of, its share of all Oil net-—previeusly=deh Jeterc—purch
10 Any purchase or sale by Opemior of any other party’s share of Oil shall be only for such reasonable periods of time
i as are i with the mini needs of the industry under the particular circumstances, but in no event for a
; B B T e et O i nator 2 ol S proalton o' Durchas
7] ] Any such sale of Oil snd Gas by Operator shall be in & manner fally ble under the ¢i but Op

'8 shall have no duty to shere any existing markel or to obtain a price equal 1o that received under sny existing
16 | market. The sale or delivery by Operator of a non-teking party's share of Qil and Gas under the terms of any existing
" contract of Operator shall not give lhe non-taking pany any interest in or make the non-taking pary a pany to said
T contract.  No purchase shall be made by Operator without first giving the non-taking party at least ten (10) days
) wiitlen hotice of such intended purchase and the price to be paid or the pricing basis to be used

20 All parties shall give timely wiitten notice to Operalor of their Gas marketing arrangements for the following
g month, excluding price, and shall notify Operator immediately in the event of a change in such amangements
- Operator  shall mainain records of all marketing armangements, and of volumes actually sold or transported, which
2 records shall be made available ko Non-Op upon ble request

24 LA it L R Al Rt S Al ALl i g L R g KA
2% pipelines and/or deliveries which on a day-to-day basis for any reason are nol exactly equal to a pany's respective proporiion-
26 ste share of lotal Gas sales 1o be all d (o il the bal v ‘ihml' ing between the parties shall be in accordance with
27 any the Gas bBalancing sadgresmen between Ihe parties hu:':n, T wheth k i ie hed as Exhibit “E"-or-iss
= i R L S i Tt [ R il

30 B—-Ontien-Ner it Ne-GarBalancinghgreements

k] Eavh—pany—shall—isho—in—tind—or—sepsrately-disp f—its—proportionsie—sharo—of—all—Oil—snd—Cas—produced—fram
12 the—Contrasi—Area—enolusive—ai—produstion—wirich—mey—be—used—in—dovelor d—producing—eperat b
33 preparing—and jap=Qil—and—Gaa— Hheti g —puriy d—prodiret tdably—ottmAny-—enirp-snpenditures
34 inetrred—in—the—inking—in—ldind p fiap by any=paniy-of=its=proportionate=share—oi=the—produstion—shal
3% [ k‘ |.’ - '_.'"JI'“‘J:l.D:: N rr.l H PP A [ N quired—to—pay—for Hy—ita
36 propertionate-shars-oCaush-panof-Operators surfaos fasiitieswhichtuses.

37 Bach—pary—shall " v 8t el 1 y—be o=ty 1 [ ibanind A
38 # duols 54 tho—Comron—ten—and.—erpepi-as—p ided—in—Astiole—3H-Br—shall—b: Vitled—ta—feoet poy +
39 direely-from-the-purchaserihercol-for-itrshare-of-ali-produetion:

40 16 JI‘-J ) & L. i # ’- :l H Lind 7 IJ J'r ¥ T o

4[ Hh‘"‘ ":' :}."‘ r\'lr ._.Ir F o 7 A J__ e o o ‘l"‘“‘ f\. v!-_ll . & . D:‘l l." Al 2l
42 t—wih—by—the—pany dt=bimnmi=the-abliy {o—pureh h=Di—andder—Gas—ar=tel-it—la—athern
4 Myt and=From=time-i0-sime—foril F=th taldng-pary—Any—susi-purch te—by—0y

44 % h H 1 L,; l\l par at 1 H—4 :!n} 4 y &t 'H 1 k. - w:d 7 d e d v‘l-“!}
45 be—subjeei-atways—to—the-righi—oi—the F-the-predustion—tpon—at-least-ten—H0)-days—writien—notice—io—Op

46 [? Qo H '-' 'el.- EY al i L I. T |, rH § v:". ::" v!.'_ Loall Ol AL Lo 3. ¥ H IJ dels 4
47 :v_-r Be ..’ IJ. :.W'".I.A th Il ants dal I ¥ - H T I‘;‘ :‘-:'"Ju= l'" ")
4% Lacii. Fy 7 e | -l "l ":"=:J {nn} d-,' ;:’ r\r I._ H 4 N B 1 " ry § 'y
49 hovingotert ding-beyond-suohten-{0)}—day-period—Any-purchase-ac-sale by Of o any-oiber

50 pertys—share—of—Dil—andior—Gay—shal—be—onty—tor—meh—r ble—periods—of—iime—as—n itent—wilh—ihe
sl H 1 0 othea il ’; 1 ::-'. Y | ‘. L PR o .'l' "fv“‘{==
52 yenr:

53 Any N 1 LJ nl hall—beo—in—a - 'n‘ i i ths. H Bi—Op

54 cho=have—ne—duty—ls—h y—enisting et prorat = —or—to-—obisin-a-pros Iy

55 fee—cqual—to—that—reecived styp—nisting—nyatket—or poration—ammng The—sel delivery—by
55 y ' [ pranys—shase L 7 T W R d ¥ H 'U +—of—Op shatl—not
57 ghvethe taking—party—any—inicrost makerthe Yinp—par—a—pary—e—soid Poe—parrot ]
58 i, 1 lo—of—Gas—shal—b Je—by—Op sk fies—giving—th taking—pary=ten-day witier
59 mutiie—ul—suh ded—puroly te—ond—the—prios—te—be—prideariheprcing=-h sa—h d—Oy hal—yi
60 netiee-to-sl-parties-ol-the-firs-sale-of Gas-from-any-weltlunderthis-Agroement:

61 el —parties—shail—pive—timel y—writt Hee—to—Op f—their—CGes—marheting—omang for—the—teltewing
82 th—eneluding—price—and—shal—notify—Op immediately—in—th —eF—a—ehane-in = sieh—arrong

63 Op shalt Py F| i all keting: " —and—of L sotually L1 P drminhiiah
64 o hablds v lablk =VIL| l'\r P bl o b

-1 ARTICLE VIIL

66 EXPENDITURES AND LIABILITY OF PARTIES

67 A, Liability of Parties:

68 The lisbifity of the paries shall be severnl, not joint or collective. Each party shall be responsible only for its obligations,

6% and shall be liable only for its proportionate share of the costs of developing and openating the Contract Arca.  Accordingly, the
70 licns granted among the parties in Anicle VIIB. arc given to secure only the debts of each severally, and no pany shall have
7t any liability to third parties hereunder to satisfy the default of any other panty in the payment of any expense or obligation
72 hereunder It is fot the intention of the paries to creme, nor shall this ap be d as ing, a mining or other
73 pannership, joint veniure, sgency relationship or association, or to render Lhe parties linble a3 partners, co-veniurers, or

-11-
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principals. In their relations with each other under this agreement, the parties shall not be considered fiduciaries or to have
blished a fidential relationship bul rather shall be free to act on an am'sdength basis in accordance with their own
respective sell-interest, subject, however, 10 the obligation of the parties 1o act in good faith in their dealings wilh each other

with respect 1o activities hereunder

END OF PAGE 1t
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B. Licns and Security Interesis:

Each pany pramis to the other panies hereto a lien upon any inserest il mow owns or hereafler acquires in Oil and Gas
Leases and Oil and Gay Interests in the Contmct Area, and a sccurity inlerest and/or purchase money security interest in any
P | property and fixtures on or used or oblained for use in connection

therewith, to secure performance of all of its obligations under this agreement including bul not limited 1o payment of expense,
inierest and fees, the proper disbursement of all monics paid hercunder, the awsig or relinquish: of interest in Qil
and Gas Leases 23 required hereunder, and the proper perfc of i h d Such lien and security interest

granted by each party hereto shall include such party’s | rights, and royally and

k 0

interest it now owns or quires in the

hedd b

osts, working i .
overriding royally interests in the Comtract Area now owned of hereafter acquired and in lands poolcd of unitized therewith of
otherwise becoming subject to this agreement, the Oil and Gas when d therefrom and imated thereon or
used or obtained for use in comnection therewith (including, withoul limitati all wells, tools, and lubu]lr goods). and accounls

(inchuding, withour limitaion, aceounts arising from gas imbelances or from the sale of Oif and/or Gas a1 the wellhead),

coniract rights, inventory and gencral intangibles relating therelo or arising therefrom, and all p ds and prod of the
foregoing.
To perfect the lien and security sgreement provided herein, each panty hereto shall and acknowledge the ding
ppl and/or any i ing prepared and submitted by any party herelo in cnn;uncuon herewith or a1 any time
following execution hereof, and Operator is authorized to file this agr or the recording suppl d herewith as

a lien or mortgage in the applicable real estate reconds and as a financing statement with the proper oficer under the Uniform
Commercisl Code in the state in which the Contract Area is situsied and wsuch other staics as Operator shall deem appropmle

m

lo perfect the security interest granted hereunder  Any party may file this agreement, the g supp

herewith, or such other documenis as il deems necessary as a lien or morigage in the npplicable resl estate records andfor a
financing statement with the proper officer under the Uniform Commercial Code.

Each pany represents and wamants o the other parties hereto that the lien and security interest gramted by such pany to
the other pamties shall be a first and prior lien, and each party hereby agrees to mainlain the priority of said lien and security
inferest against all persons Acquifing an interest in Oif and Gas Leases and Interests covered by this agreement by, through or
under such party All panties acquiring an interest in Oil and Gas Leases and Gil and Gas Interests covered by this agreement,

hether by i merger, Bag peration of law, or otherwise, shall be deemed o have laken subject
1o the lien and security interest granted by this Anicle VIIR as 1o all cbligations atribusble 1o such interest hereunder
hether or nat such obligations arise before or after such inlerest is acquired.

To the extent that parties have a securily interest under the Uniform Commercisl Code of the state in which the
Contract Area it situated, they shall be entitfed 10 exercise the rights and remedies of 3 secured pany under the Code
The bringing of a suit and the obtaining of judgment by a party for the secured indebledness shall not be deemed an
clection of remedies or otherwise affect the lien rights or security interest as securily for the payment thereof In

addition, upon default by any party in the paymeni of ils share of expenses, inlerests or fees, or upon the improper use
of fands by the Operator, the other pamies shall have the right, without prejudice to other rghts or remedies, 10 colleet
from the purchaser the proceeds from the sale of such defaulting party's share of Oil and Gas wntil the amount owed by
such panry, plus interest as provided in “"Exhibit C,° has been received, and shall have the right to offset the amoumt

owed against the proceeds from the sale of such defauliing party's share of Oil and Gas.  Ad—purel sF—pesd
(] TH s ¥l Y (S PR o ik dalaadsi vy e PPeH - 1 ‘M I th.
F 3 el L ¥ ¥ -
dalavli 1 (I H H alahl imal 5 L L. - 1 1 Ll
T e AEninst— f —p 1 as—provided=n
this-paragraph-

If any party fails 10 pay its share of cost within one hundred twenty (120) days after rendition of & statement therefor by
Op . the non-defaulting penies, including Opermior, shall upon request by Opersior, pay the unpaid amount in the
propaniion thal the interest of each such party bears to the interest of all such panies. The amount paid by each pany 3o
paying its share of the unpaid amount shall be secured by the liens and security rights descnbed in Article VILB, and each
paying party may independently pursue any remedy available hereunder or otherwise

If any party does not perform atl of its obligations heteunder, and the failure 1o petform subjects such party 1o foreclosure
or execution proceedings pursuanl 1o the provisions of this agresment, 1o the extent allowed by goveming law, the defauhing
party waives any avsilable right of redemption from and after the daie of judpment, any required valuation or appraisement

of the morigaged or secured property prior lo sale, any zvailable right to stay execulion or to require a marshaling of assets
and any required bond in the event a receiver is appointed. In additlion, 1o the extent permitted by applicable law, each pany
hereby grants 1o the other parties a power of sale as to any propenty that is subject to the lien sad sceurity righes granted
hereunder, such power to be exercised in the manner provided by spplicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party sgrees thal the other parties shall be eniitled to utilize the provisions of Oil and Gas lien law or cther lien
law of any state in which the Contract Area i3 si d 10 eni the obligations of cach pany hereunder  Without limiting

the g lity of the forepoing, to the extent permitted by applicable law, Mon-Operators agree that Operator may invoke or
utilize the mechanics' or maierialmen's lien baw of the state in which the Comimct Area is stuated in order to secure the
paymenl 1o Operator of any sum due hereunder for services performed or ial pplied by Op
C. Advances: Advancement of estimated costs shall be in accordance with Article XVIL.C
£ PEETY Jaris all b 4. . R 'H Y re 1 ) 4 wi 5 e £ th i
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Fe ih H 1 V' H ol hall b (! H 4 bhel: 1k Ty 1 N | F—th. " wH 1
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& it 0 . . ’ = sueh . hinm il £)-d p ' '
o H - H L T -l failai HT b L e H L i . PR hall Lo ok L
i LA ¥ Lt J v A2
i dodinEnhibit=mCom il Dt B divstmeni-shali-b 4 b " d-acieh toth J
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D, Defaulis andd Remedies:
Il any pany fails to discharge any fi ial obligation under bis ag including wathout limitation the failure 1o
make any advance under the-preseding-Anticle=3-& XVI.C.. or any other provision of this agreemenl, within the period required for
such payment h der, then in addition 1o the dies provided in Adicle YIIB or elsewhere in this agreement, the

remedies specified below shall be applicable.  For purposes of this Anicle VIID, all notces and clections shall be delivered
-12.
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only by Operator, except that Operator shall deliver any such notice and i q | by a non«defaulting Non-Op s
and when Opermator is the pany in defsult, the applicable notices and clections can be delivered by any Non-Operator
Election of any one or more of the following remedies shall not preclude the subsequent use of any olher remedy specified
below ar otherwise available toa n ~defaulti :1

1. Suspension of Rights, My—pﬂ?i;sﬂ':y- d{:l’\?g".lf:rgwogkr;y"m' ﬂ'pull a Notice of Default, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure 10 take such action will resull in the exercise of one
or more of the remedies provided in this Anicle. If the default is not cured within thiny (30) days of the delivery of such
Notice of Default, all of the rghts of the defaulting party granted by this agreement may upon notice be suspended until the
defaull is eured, without prejudice to the right of the non-defsulting pamy or panies to condaue 1o enforce the obligations of
the defsulting party previously accrued or thereafter accruing under this agreement I Opermtor is the pany in defaul, the
Non-Operators shall have in addition the right, by vote of Non-Operalors owning a majority in interest in the Contract Area

afler excluding the volng interest of Operator, 10 appoint a new Op effeciive | distely  The righs of a defaulting
party that may be suspended h der at the clection of the non-defaulting parties shall include, withow limitation, the right
10 receive information as 1o any op ducted h der during the period of such default, the right to clect to

in an operation proposed wnder Anicle VIB of this agreement, the tight 1o particip in an operation being

conducled under this agreement even if the pany has previously clecied to participate in such operation, and the right 10
receive proceeds of production from any well subject ta this agreement

2. Suit for Damages. Non-defsuliing parties or Opemator for the benefit of non-defaulting parties may sse {(at joint
account expense} 10 collect the smouwnts in default, plus interest acoruing on the smounts recovered from the date of defauht
until the date of ccllection m the mate specified in Exhibit "C" attached hercto.  Nothing herein shall prevent any pany (rom
suing any defaulting party to collect quential damag ing to such party as a result of the default.

3. Desned Non-Consent, The non-defaulting pany may deliver a writen Notice of Non-Consest Election 1o the
defaulting party at any time afler the expimtion of the thiny-day cure period following delivery of the Notice of Defaulr, in
which event il the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a

well which is 1o be or has been plugged as a dry hole, or for the Completion or R pletion of any well, the defaulting
party will be conclusively deemed 1o have clected not to panicipate in the operaton and 1o be a Non-Conscnting Party with
respect thereio under Arucle VIB or VIC, as the case may he. 1o the extent of the costs unpaid by such  pany,
itk ding any el 1o particip b T made.  l—el H de—to— d der—thie— :
raa-defasking-packer-meynet-clectisareTorthempaidomesrt-purstanHetrice 3R .

Until the delivery of such Motice of Non-Consemt Election to the defaulting party, such pamy shall have 1he right 0 cure
its default by paying its unpaid share of cosis plus interest st the mate set forth in Exhibil “C,* provided, however, such
payment shall pol prejudice the rights of the non-defaulting parties 10 pursue remedies for damages incurred by the non-
defaulling panies as a resull of the default.  Any interest relinquished pursuant to this Anicle VIID.3. shall be offered to the
non-defaulting panies in proporion lo their interests, and the Jefnulting parties electing 1o panticip in the ownership
of such interest shall be required to cantribute their shares of the defaulted amount upon their election 10 panicipate therein.

4. Advapce Paymept, IT & default is not cured within thinty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators il Operator is the defauhing pany, may thereafier require advance payment from the defaulting
party of such defaulting party's snticipated share of any iem of expemse for which Operalor, or Non-Opemators, 8s the case may
be, would be entitled 10 reimbursement under any provision of this agreement, whether or not such expense was the subject of
the previous default. Such right includes, but s not limited to, the right to require advance payment for the estimated costs of
drilling a well or Completion of 2 well 23 1o which an ¢lection 1o panicipate in drilting or Completion has been made. If the
defaulting party fails to pay the required advance payment, the non.defaulting panies may pursue any of the remedies provided
in the Anicle VILD or any other default remedy provided elsewhere in this agr Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly retuthed 1o the advancing party

5 Costs snd Antoeneys' Fees: In the event any pany is requited to bring legal proceedings 1o enforce any financial
obligation of = pany hercunder, the prevailing party in such action shall be emitled to recover all court coss, costs of

It y's fee, which the lien provided for herein shall also secure.
E. Rentals, Shut-in Well Payments and Minimum Royalties:

. ik

11

and 2

Rental sh d I hich h Ul 1 by
erige, S, g fr’:“::':;.km b o “Qi,:,.:::: s U ar o i roparionm ares
B“ Sl“tll‘}'l {mmu in accobdance aluc ﬁ:l n . .
p iy O parties wi jnc! :uc ease [0 7
N 1 l. ¥l e 1
wo—uf—such—partiea—ta

rdie—tmd—paymsati—ler—ard—en—behal—ef—ot—tush—pomes Any party may n:quest and slull be entitled 10 receive, proper
evidence of all such payments In the event of failure to make pmpcr peyment of any rental, shut-in well payment or

royalty h
results from such non-payment shall be bome in J with th:r i of Aticle IVB 23

Operator shall notify Non-Operators of the anticipated completion of a shut-in well, or the shutting in or retum to
production of » producing well, ot least five (5) days (excluding Samurday, Sunday, and legal holidays) prior 10 tking such
action, or at the earliest opp ity permitted by ci . but no liability for failure to do so. In the event of
failune by Operator 1o so notify Nen-Operalors, the loss of any lease contribuled hereto by MNon-Opematers for Ffailure to make
timely payments of any shut-in well payment shall be borne jointy by the panies hereto under the provisions of Article
IVB3
F. Taxes:

Beginning with the fisst calendar year after the effective dale hereof, Operator shall render for ad valorem taxation all
property subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes assessed
thereon before they become delinquent.  Prior 1o the rendition date. each Non-Cperator shall fumish Operator information as
to burdens {to include, but not be limiied to, royalties, ovemriding royalties and production p ) on Leases and Oil and
Gas Interests comtributed by such Non-Operator Il the assessed valuation of any Lease is reduced by reason of its being
subject to outstanding excess royalties, overriding royaltics or production payments. the reduclion in ad valorem taxes
resulting therelrom shall inure 10 the benefit of the owner or owners of such Lease, and Operator shall adjust the charge 10
such owner or owners so 83 to reflect the benefit of such reduction. I the ad valorem taxes are based in whole or in pan

H miakal q

or oversight where such p is req 1] i the lease in force, any loss which

upon scpsnale valuations of each panty's warking interest, then notwilhstanding anything 1o the contrary herein, charges 1o
the joint account shall be made and paid by the parties herto in accordance with the 1ax value generated by each party's
working imterest.  Operator shall bill the other parties for their propotonate shares of all tax payments in the manner
provided in Exhbit *C *

- 13-
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If Op iders any tax improper, Op may, at its discrelion, protest within the time and mantcr
prescribed by law, and prosecute the protest to a final determination, ualess all panies agree (o abandon the protest prior to final
determination. During the pendency of ive of judicial p fings, Op may elect 1o pay, under protest, all such taxes
and any interest and penalty  When any such protesied assessment shall have been finally determined, Operator shall pay the tax for
the joint accounl, together with any interest and penalty accrued, and the total cost shall then be assessed against the panies, and be
paid by them, as provided in Exhibit *C *

Each party shall pay or cause to be paid alk p
10 the production or handling of such panty's share of Oil and Gas produced under the terms of this agreement.

ARTICLE VIIL
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

1

¢, excise, gathering and other taxes imposed upon or with respect

A, Surrender of Leases:

The Leases covered by this sgreement, insofar as they embmce acreage in the Contract Area, shall not be surrendered in whole
of in part unless all parties consent thereto.

Howevet, should any panty desire 1o surmender its interest in any Lease or in any portion thereol, such party shall give writien
novce of the proposed surrender to all parties, and the parties to whom such motice is delivered shall have thirty (30) days afler
delivery of the nelice within which to notify the party proposing the surrender whether they elect 10 consent thereto. Failure of »
party to whom such notice is defivered 10 reply within said 30-day period shall constitute a consent to the surrender of the Leases
described in the notice. [f all patties do not agree or consent thereto, the party desising 1o surrender shall assign, without cxpress or
implied warranty of litle, all of its inlerest in such Lease, of portion thereof, and any well, material and equipment which may be
located thereon and any rights in production thereall d, to the parlies pot ing 10 such der If the interest of the
assigning pany is or includes an Oil and Gas Interest, the assigning party shall and defiver 1o the parly or pasties not
consenting 10 such suwmrender #n oil and gas lease covering such Oil and Gas Interest l‘ur [ u.itim.of one (}l)"!nur and so long
thereafler as Gil and/or Gas is produced from the land covered thereby, such lease 10 be on I &MWMHMM—B—
ing party shall be relieved from all obligations thereafter accruing, bul not theretolore

Upon such B or-fcase, the
accrued, with respect to the interest assigned or leased and the operalion nf any welt lllnl:ut:ble therelo, and the n::ngrllng parly
shall have no further interest in the sssigned or lezsed premises and its equip and p i ther—than-ih

in—any—toase—made-under—the—terms—of-this—Artiele: The pany assignee or lessee slull pay o the party sssignor or lessor the
reasonable salvage value of the laters imerest in any well's salvable malerials and equip ibutable to the assigned or leased
acreage. The value of all salvable materials and equip shall be d ined in d with the provisions ol Exhibit “C,” less
the eslimaied cost of salvaging and 1he estimated cost of plugging and lblndomng and restoring the nm‘lcc Heush—radeeetens
ik ' |_‘ 1h 5. '} datl 2, n. e 1 . "l V'l hdafioit [r lhe

party i Py PaFEY 2 OF—1eaiee—ine H—ouah—deHon:

assignment or lease is in favor of more than one pany, the interest shall be shared by such parties in the proportions that the
interest of each bears to the total interest of all such panties. If the interest of the panies to whom the assignment is to be made
varies according 10 depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or survender made under this provision shall rot reduce or chanpe the assipnor's, lessers—or surrendering
party's interest as it was immedistely before the asvig) lease or der in the bal of the Contract Area; and the acreage
d, leased or dered, and sut I h shall not thereafler be subject to the torms and provisions of this

.l L

agreement but shall be deemed subject 10 an Operating Agreement in the form of this agreement.
B. Renewal, or-Exiension or Acquisition of Leases:
ude renmnlinnnd exie,

ll‘ Any pany ltqulrmmm—qmewdmeplmeﬂ-oﬁ an o.n‘m‘ hﬂ':‘:i"c} on lands or Interest wi"]:i%“:’l'.. Cantract Ar:

lhall be notified prompily upon such quisition or, in the case of rcpla::rn:nt Lease tlken bel'ore expiration of an existing Lease,
prompily upon expimtion of the existing Lease.  The parties notified shall hlv: ILI& nghl I‘or a peaﬂd of E“"y (30) days following
delivery of such notice in which to elm 1o participate in the hip of e Eeue‘ insolar as such Lease

affects lands within the Contract Area, by paying to the pany who acquired it their pmpommale shares of the acquisilion cost
allocated 1o that part of such Lease within the Comract Ares, which shall be i In Empaﬂml‘l to l&i |ntﬁt held at that time by the

parties in the Coniract Area. Each parly who particif in the purck of & Luse shall be given an
B of its proporti interest therein by lhe acquiring party
ired il and G
If some, but less than all, of the parties elect to patticipats in the purchase of alnm}“ Al ,q v 7’[.::;:. it shall be owned
by the parties who elect Lo participate therein, in a ratio based upon the relationship of their respective p ge of | pation in

the Contract Arca o the aggregate of the percentages ol' pamcn‘puu‘m in 1hc lerbcl Area_of all parties participating in the
purchase of such repewal or replacement Lease. The acquisi ;E’?u by an Br all (E the parties hereto
shall not cause a readjusiment of the interests of the parties staled in Exhibit A" bul An;c}l'wlenml-eHepﬁmm P'Lease in which
less than alt parties elect to participate shall not be subjeer 10 this agreemen bt shatl be deemed subject 1o a sepamte Operting
Agreemient in the form of this agreement

If the &sm s of the panies in the Contract Area vary according to depth, then thetr right to participate proportionately in
acquiﬂd.mewju—oeplw  Leases and their right Lo receive an lés&gnmcﬁ of interest shall also reflect such depth vaniances.

The provisions of Lhis Anticle shall spply 1o ~renewsl-or-rep ’} they are for the entire interest covered by
the expiring Leass or ¢ovet {}r g E‘lm of il area or an interest therewn Any renewal or replacement Lease taken before the
expiration of its predecessor / Lease, or laken or contracted for or becoming effective within six (6) months after the expiration of the
existing Lease, shall be subject to this provision so long as this is in effect a1 the lime of such acquisition or at the time
the renewal or replacement Lease becomes effective, but nny I?m'ﬁ;m or contracted for mote than six (6) months afier the
expiration of an existing Lease shall not be d d 2 P Lease and shall not be subject 1o the provisions of this
agreenient,

The provisions in this Article shall also be applicable 10 extensions of Oil and Gas Leases
€. Acreage or Cash Contributions:

While this agreement is in force, if any party comtracis for a contribution of cash towards the drilling of a well or any other
operation on the Contract Area, such comribution shall be paid 1o the pany who conducted the drilling or other operation and shall
be applied by it ageinst the cost of such drilling or other openati I the ibution be in the form of acreage, the party 1o whom
the contribution is made shall promptly tender an assig: of the ge, wilhout y of title, 10 the Drilling Panies in the
proportions s2id Drilling Parties shared the cost of drilling the well. Such acreage shall become a separmte Contract Area and, to the
extent possible, be governed by provisions identical 1o this agreement. Each party shall promptly notify all other parties of any

ge or cash contributi it may obwin in suppant of any well or any other operation on the Coniract Area. The above
provisions shall also be applicable to optional rights to earn acreage outside the Contract Area which are in suppant of well drilled

inside Contract Area.
- 14-
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1 I any pany for any iderati lating to disposition of such party's share of substances produced herrunder,
2 such consideration shall not be d da ibution as plated in this Article VIIL.C

} D, Assignment: Maintenance of Uniform Interest:

4 For the purpose of maintaining uniformity of ownership in the Contract Area in the Oil and Gas Leases, Oil and Gas
5 0 , wells, equip and prod covered by this agreement po party shall sell, encumber, transfer or make other
&  disposition of its interest in the Qil and Gas Leases and Oil and Gaes Interests embraced within the Contract Area or in wells,
7 equipment and production unless such disposition covers cither

3 1. the entire interest of the panty in all Oil aad Gas Leases, il and Gas | wells, equip and prod or

9 2. an equal undivided percens of the party's present interest in ali Oil and Gas Leases, Oil and Gas [nterests, wells,
§0  equipment and production in the Contract Area.

El Every sale, encumbrance, transfer or other dispasition made by any pany shall be made expressly subject to this agreement
12 and shail be made withoul prejudice 10 the right of the other paries, and any transferee of an ownership interest in any Oil and
13 Gas Leasc or Interest shall be deemed a pany to this agreement as to the interest conveyed from and after the cffective date of
14  the iransfer of ownemship, provided, howevet, that the other parties shall not be required 10 recognize any such sale,
15  ecncumbrance, transfer or other di for any purp h der until thiny (30) days afier they have received a copy of the
16 instrument of transfer or other satisfactory cvidence thereof in wiiting from the iransferor or transferee.  No assignmenl or other
17 disposition of inlerest by a pmy shall relieve such party of obligations previously incurred by such pany hereunder with mpccl
18 1o the inlerest transferted, including without limiation the obligation of a party to pay all costs ibutable to an op

19 conducted hereunder in which such party has agreed to particif prior to making such assigr and the lien and secunty
20 interest granted by Anticle VILR shall continue to burden the interest transferred 1o secure payment of any such obligations
21 If, at any lime the interest of any party is divided among and owned by four or more , Op . at dis d 3
22 may require such co-owners (o sppoint & single trustec or sgent with full authority lo reccive notices, approve expenditures,
23 receive billings for and approve and pay such party’s share of the joint expenses, and to deal genenlly with, and with power to
24 bind, the co-owners of such pany's interest within the scape of the op k d in this agi however, all such co-
25  ownens shall have the right to enter into and all of agl for the disposition of their respective shares of
26 the Ol and Gas produced from the Contract Arca and they shall have the right to receive, separately, payment of the sale
27 procesds thereof.
23 E. Waiver of Rights to Partition:
29 If petmitied by the laws of the state or suaes in which the propeny covered hercby is located, cach party hercio owning an
30 undivided inlerest in the Contract Arca waives any and all rights it may have to partition and have set aside to il in severalty its
31 undivided interest therein.
32 | FrPreferentisl-Right-to-Purehaset
3] E tn-' 1 _Coh, I'l‘r'l' ll.}
34 —5!1...!:.' gy d..... t0-sctl-ali-or-eny-pan—al—is-inicrcals—under=this—ugr o -its-rights-and-i inthe—Eontroet
35 Il oy H., e |3 g P ; # Y PYH " 2 b ¥ H z b ﬂJ& H 'H . o ‘: Frep dels. 7 HH dntal
36
37
k1]
39
40
IR t-prarties—+ = there-shall-be-no-preferentinl—righi—io—p y—party o
42 ] e to-transfer-titlo-to—ite—i to—it uages-in-lieu—of-or-p to—foroel Fe unpe—ofits 3
41 or-to-disp F-ita-interests-by HeF—FROR Jid . by-sate-eial | Miall—af—ita-O-and -G "
a4 to—any—parly; '-J. o =it + L'J ¥ ¢ L Of—ta-i-subsidiary—ola-parent Pany; oy
45 | comper-inwihich-culrpan-mensamalerity-etthestest
46 ARTICLE IX.
47 INTERNAL REVENUE CODE ELECTION
48 IT, for federnl income tax purposcs, this agreemenl and the operations } der are ded a3 a pannership, and il the
49  panies have not otherwise agreed to form & tax pantnership purswant to Exhibit *G" or other agreemeni between them, cach
50  pany thereby afTected clects to be excluded from the apy of all of the provisions of Subchspter "K,” Chapter 1, Subtitle
51 At of 1he Intemal Revenue Code of 1986, as amended ("Code™), as permitied and authorized by Section 761 of the Code and
52 the 1 |gated h d Operator is puthorized and directed to on behall of each party hereby afTected
53 such e\rldmue of this clu:lmn as may be required by the Seeretary of the Treasury of she United States or the Federal Internal
54 Revenue Service, including specifically, but not by way of limitstion, all of the returns, statements, and the data required by
$5  Treasury Regulation §1.761, Should there be any requirement that each perty hereby affected give further evidence of this
86  election, each such party shall execute such documents and fumish such other evidence as may be required by the Federal Internal
57  Revenue Service or as may be ¥ o evid ki3 electi No such party shall give amy notices or take any other action
58 inconsistetit with the election made hereby. If any present or future income tax laws of the state or states in which the Contmact
$9  Area in located or any fiture income tax laws of the United States contain provisions similar to those in Subchapter “K,” Chapter
60 1, Subtitle "A," of the Code, under which an election similar lo that provided by Section 761 of the Code is petmilied, each partty
61  hereby aifected shall make such election as may be permitied or required by such laws.  In making the foregoing clection, each
62  such pany sates that the income derived by such party from operations h der can be adequately d ined with the
63 compwation of pantnership taxable income
64 ARTICLE X.
65 CLAIMS AND LAWSUITS
66 Operator may scitle any single uninsured third panty damage claim or sun erising from opertions hereunder if the expendiwre
67 | does not exceed _Fifty Thousandd and No/100 Dollars (5 50,000,00 ) and if the paymen is in complete settlement
68 of such claim or suit If the amount required for sett] ds the above amounl, the panties hereto shall assume and take over
69  the further handling of the claim or suil, unless such auth is delegaied 10 Op All costs and expenses of handling settling,
70 o otherwise discharging such ¢laitn or suit shall be a the joim expense of the panies panicipaing in the operation from which the
7t claim or suit arises. If & claim is made against gny pany or if any pany is sued on accouni of any matier arising from operations
72 hereunder over which such individusl has no control because of the rights given Operalor by this agn:emmt such pmy shall
T O S ) AT, Rl e i
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ARTICLE X1,
FORCE MAJEURE

If any party s rendered umable, wholly or in part, by force majeure to camy out its obligations under this agreement, other
than the obligation to indemnify or make money payments or furnish security, that party shall give to all other parties
prompl written notice of the fome ma) with 1 bly full pasticulan w it thereupon, the obligamions of the
party giving the notice, so far as they are affected by the force majeure, shall be suspended during, but no longer than, the
continugnce of the force majeure. The term “force majeure,” a1 here employed, shall ‘ﬂcf." 2] act of God, strike, Jockow, or
other indusinal disurbance, act of the public enemy, war, blockade, public riot, l&ghenmi}n E’:‘.-., storm, flood or other a1 of
nature, explosion, g I action, gov 1 delay, int or inacti lability” of equip and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
cluming suspension

The affecied party shall use all reasonable diligence Lo remove the force majeure situstion as quickly as prmcticable. The
requirement that any force majeure shalt be remedied with all reasonable dispatch shall not require the setilement of strikes,
lockouts, or other labor difficulty by the pany involved, contrary to i3 wishes: how all such difficultics shall be handled shall

be entirely within the discretion of the party concemed,

ARTICLE XIL
NOTICES
All notices authotized or required between the parties by amy of the p i of this sgr urless otherwise
specifically ided, shall be in writing and delivered in person or by United Stmtes mail, courier service, lelegram, telex,
telecopier fret any other form of facsimile, postage or charges prepsid, and addressed to such panies at the addresses lisied on
Exhibit “A*  All iclephone or oral notices permimed by this agreement shall be firmed i diately therealler by written

Notice foral ill not bie congldered vatid notice unl firratipn § d with ight (451 1
e e o Lt ihg eor e Under ey provinon b e it ety Lok pLbopre of soch

whom such notice i directed, and the time for such pany to debver any nolice in response thereto shall run from the date
the originaling notice is received, “Receipt™ for purposes of this spreement with respect lo written notice delivered hereunder

shall be acial delivery of the nuiccllulircdaddnﬁn of the party to be natified specified in d with this ag or
to the telecopy, fi ile, er-telex E' ?o‘i‘r‘mh party. The second or any responsive notice shall be decmed delivered when

deposited in :'h:m‘itnitl?clr?:sm matl or at the office of the courier or telegraph service, or upon tmesmitial by telex, tekecopy,
er—l'lc:imile} or when personally delivered to the party lo be notified, provided, that when response is required within 24 or

| 48 hours, such response shall be given onally or by tcdephone, telex, telecopy, email or other facsimile within such period. Each party

shall have the nght to change s address ot any ume, and from time to ume, by giving written notice thereol to all oiher
parties. [l a pany is not available 1o receive notice orally or by telephone when a party atiempts 1o deliver a notice required
1o be deliveted within 24 or 48 hours, the notice may be delivered in writing by any other method specified herein and shall
be deemed delivered in the same manner provided above for any responsive notice.
ARTICLE X1l1.
TERM OF AGREEMENT
This agreement shall remain in full force and cffect as 1o the Oil and Gas Leases and/or Qil and Gas Interests subject

'lel'ilﬂ for § perio nl’tg: 6) monthy after the lagt Qi and Gas Lease. or extension or rengwal thepeof, within the Contract A
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The termination of this agreement shall not relieve any party hereto from any expense, [iability or other obligation or any
remedy therofor which has d or d prior 1o the date of such termnination

Upon termination of this agr and the satsfaciion of all obligar h der, in the event a memoraodum of this
Operating Agreement has been filed of record, Operator is authorized 10 file of record in all necessary recording offices a
nolice of termination, and each party hereto agrees 1o execute such a notice of termination as to Opemfor's interest, upon
request of Operatar, if Op has satisfied all its financial oblig:
ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations snd Orders:

This agreement shall be subject to the applicable taws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituted regulatory body of said state. and to all other applicable federal, stale,
and local laws, ordinances, rules, regulations and orders.

B. Governing Law:

This agreement and all maiters pertaining hereto, including but not limited (o matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or constiructivn, shall be governed and
determined by the law of the state in which the Contract Ares is located, I the Coniract Ares is in two or more states,
the law of 1he state of __Jilahe shall govern.

C. Regulatory Agencies:
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Nothing herein contained shall gant, or be construed to grant, Operator the right or awthority o waive or release any
rights, privileges, or obligations which Non-Opersiors may have under federal or siale laws or under rules, regulaticns or

END OF PAGE 16
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orders promulgated under such laws in reference to oil, gas and mineral operati including the locmiion, operation, or
production of wells, on tracts offsetting or adjacent 10 the Contract Area.
With respect 1o the operations h der, Non-Op agrec to release Operator from any and all losses, dnmagu

injuries, claims and causes of action arsing out of, incident to or resulting direclly or indircctly from Opy ‘s intetp
or application of rules, rulings, regulations or orders of the Dcpmmm! of Energy or Federal Energy Regulstory Commission
or pred or gencies to the extent such imem or application was made in good faith and does not

i gross negligence.  Each Non-Operator further agrees to reimburse Opermior for such Non-Openator's share of
production or any refund, fine, levy or other gov ] sanction that Op may be required 10 pay &s a result of such
an incofrect interp or application, together with interest and penaliies th owing by Op as & resul of such
incomrect interpretation or spplication.

ARTICLE XV.
MISCELLANEQUS

A. Execution:

This agreement shall be binding wpon each Non-Operator when this agreement of a countempant thereof has been
executed by such Non-Opersior and Operator motwilhstanding that this agreement is not them or thereafler executed by all of
the parties to which it is wndered or which are lined on Exhibit “A® as owning an inierest in the Contract Area or which

. . . N B "
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B, Successors and Assigna:

This sgreement shall be binding upon and shall inure 10 the benefit of the pamies hereto and their respective hein,
legal rp ives, s and assigns, and the terms hereof shall be deemed to tun with the Leases or

Interests included within the Contract Area.

C. Counlerparis:

a

This instrument may be ¢ in any ber of T each of which shall be considered an original for all
purposcs.
. Seveeability:

For the purposes of assuming or rejecting this agrecment a3 an executory f 10 federnl bankruptey laws,

this agreement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any patty to
this agreement to comply with all of its financial obligations provided herein shall be a matenial default.
ARTICLE X¥LI.
OTIIER FROVISIONS

This Agreement shall be subject (0 that certain Participation Agreement dated the January 1, 2012, between AM ldahe,
LLC and Bridge Enecgy, Inc.. et al, covering (he Willow and Hamilion Area. IT any provision of this Agreement is in conflict with any
provision of said Participation Agreement, the provisions of the Participation Agreement shall govern and control.

Notwithstanding anyihing herein 1o the contrary, il any provision of this Article XV1 is in conflict with Articles 1, through
XV of this Operating Agreement or any Exhibit to this Operating Agreement, the provisions of this Article XY1 shall govern aml
conirol.

A, PRIORITY OF OPERATIONS

1. When any well has been drilled to its amihorized depth, if the Consenting Parties 1o the drilling of yuch well
cannod mulnsily agree upon the conduct of further operations, the operations proposed to be conducted shall be governed by the
Tollowing sequence of priority:

{a) a propesal to do additional logging, coring or testing of the open bole; then

{b} a proposal 1o attempl (o complete 1be well bn the objective formation: then

{x) 1 proposal 1o plug the well back and 1o attempt 8 completion in 2 formation above or below the objective
formalion; then

{d} a proporal to deepen the well; then

{e) a proposal to sidetrack the well; then

n a proposal to plug and abandon the well,

No party may propose any operation with respect to any well under this Article (i} while there is pending » prior proposal for any
operation respecting such well until that proposal is withdrawn or terminates, or uniil the operation conlemplnltd thereby has been
completed or (i) while there is in progress any operation on such well unti) such of ot has been

2. 1f, at the time the Consenting Parties nre considering any of the above propesals, the hole is in such a condition
that & prudent Operator would not conduct a proposal(s} for lear of placing the hole in jeopardy or losing tbe same prior to any
stiempt 10 complete the well in the objective formation, then a proposal(s) shall not be given the priority set forth above. I additional
logging, coring or testing is conducied, it shall be done a1 the sole risk, cost and expense of the Parties participating therein, who shall
be responsible for any damage to the well bore resulting (rom such testing, including the re-drilling of the well if necessary. The Non-
Consenting Party to such additional evslustion shall not be entitled to logs, informaticn or data resulting from such tests,

B. SUBSEQUENT WELL PROPOSALS

1. Other than the Initis) Well, any party may submil s proposal 1o drill 2 well (“Proposed Well™) in the Contract
Area. Such proposal shall be made in writing 1o the otbier party or parties and shall be accompanied by:

(a) A definition of the exploration objectives, including horitons and depths:

(7] The surface and boriom hole locations for the well;

{c) Land plat showing location of leases;

() Other information in support of an Froposed Well proposal;

{c) The estimated costs for drilling the Well, in the lorm of a proposed AFE therelor; and
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n Drilling Prognosis.

The recelving pactics shall have & period of thirfy (30} days afier recelpt of such Proposal in whick 1o make their
participation election in the Proposed Well by returning to the Operalor its election and approved AFE. If & Party elects not to
parlicipate in the Proposed Well or (ails to timely notify Operator of its election within said thirty (30) dayy of receipt of such
Proposal, that party shall, by such election or inaction, be deemed 8 Non-Consenting Party and shall have forfeited, without recourse,
compensation or reimbursesment of costs, all of its rights, tille and interests in and to the Proposed Well and all Oil & Gas Interests
associated with the Proposed Well as provided in Article XV1. D, below. In the event the initial well is not drilled within the time
frames provided under 1his Operating Agr the Well Propotal shall be idered as though §t had mever been made. Any funds
forwardesd (o the Operator shall be retuened within tea (1) business days of the expiration of the ninety (90) day period and any
interest forfeited shall be returned or assigned back 1o the Non-Consenting Party.

it

2. No more than four {4} well proposals may be g Al any one time, unless it is necessary 1o sooner
commence drilling operations on anoiher well 10 preserve one or more leases, to satisly an express off-set well obligation, or armout.

3 For the purpeses of this Article XVL.B, » proposal is no longer considered vutstanding when » well bas been
Completed, abandoned, or drilling operations are not commenced within the time period sllowed for proposed operations under fhis
Opernting Agreement.

C. ADVANCEMENT OF COSTS
I DRILLING COSTS

Operator shall lrom iime 1o time call for and receive from Non-Operstors, payment in advance of Non-
Operators” share of the estivated cest 10 dedl] any well 1o its 1ota) depiby, 4o conduct open bole tests, therein, prior to a completion
mitemipt, and to pleg and abandon same as & dry hole, which right will be esercised by submission to Non-Operators, of an AFE and
invoice for Non-Operators® shave thereol. Non-Operntors shall, within thirty (30) days following receipt of Operator's Tnvoice and
AFE, deliver to Operator, Non-Operators’ share of 1he Invoice atd approved AFE. Faiture by any Non-Operator (o fimely deliver ia
shinre of cast and approved AFE shall ¢ i an election to not participate in the drilling of such wetl; and in the event such well is
the Initial Well or Substitute Well, such Non-Operator shall be deemed 10 have forfelted, without recourse, all of its right, title and
interest in and to the Contract Area; or in the event such well is any well other than the Initial Well or Solnii Well (*Sut
Well™) the terms of Article XVL.D shall apply. Proper adjustment shall B¢ made between advances and nciual expenses, to the end
that Non-Operstors will pay only its share of actual costs,

2. OTEIER THAN DRILLING COSTS

Operator, ai its discretion, may feom time to time demand and receive from one or more of the other parties
payment bn advance of theie respective shares of ibe estimated amount of the expense to be incurred in operations proposed under this
Agrnmenl Article VI, Opculnr shall submit 1o each such party, along with written notice of the proposed operalion, an AFE

izing such esti together with an invoice for its share thereof. Each party shall pay to Operator its proportionate
share of such estimate within the lime frame provided for delivery of notification of said Party’s election to participate in the proposed
operation. Failure by any Party to thmely deliver its share of said estimated expense within said time frame shall constitute an election
10 hoi participate 1o such operations, except for in the case of elections under Article VLE.

o, NON.CONSENT TO DRILL WELLS
Notwithstanding anything in this Operating Agreement 1o the contrary,

1. Arlicle VLB.L, shall nat apply 1o any Pariy's election not to join in and pay for the deilling of & well on a Contracy
Area.

In the event any Party elects not fo drill any well, the Non-Consenting Party shall, if such well is completed as an ofl and/or gas well,
immedistely sssign to the Coasenting Parties, all rights, tithe and doterests in and to the well and wellbore, including, without
limilation, all produciion and revenues related theretn, all equipmens and facilities, personal property, rights of ingress and egress,
surfuce access and use. related thereto,

Such assignment shall convey all rights between the surface and the total depth drilted In such wel, plus 100,0 fect,

1, Inv the event any well is vot commenced within 90 days of proposing such well and thereafter dritled 1o its
avtborized depib, or iy timely commenced and thereafter drilted to its authorized depth but is (hereafter plugged and sbandoned 11 a
dry hole, no assi by the Non-C ing Party shall be due.

) Article V1L.B.2. will not apply 1o any operation which is pecessary to perpeiuate an expiring Oil and Gas Lesse or
interest therein or 10 perpeiuate or eara rights in and 1o & lease pursuani (o a farmout or other exploration agreement, including an
opeeation required in the continuous development provision of s lease, farmowt or other exploration agreement ("Required
Operation”). If any Party elects not to participate in » Required Operation, the Non-Consenting Party will assign io the Consenting
Parties that poriion of the Contract Ares{s) as set forth in Article XVLN.3, below.

4. Nothing herein shall ever be ronstrued so ay to require an nasignment of any Non-Consenting Party's inlerest ina
producing well, or any land or lands in the conteact ares perpetuaied thereby.

5 Any assignment shall not relieve the Non-Consenting Party from any obligation, lability or responsibility
theretofore incurred.
E. NON-CONSENT TO COMPLETE, REWORK, RECOMPLETE, DEEPENING, SIDETRACKING OR PLUGGING
BACK OPERATION

1. Article YLC.1. Option No. 2 shall apply to the completion of all wells,

2, The provisions of Article VLB.2Z. shall apply 1o the Reworking, Recompleteing, Deepening. Sidetracking and
Mugging Back of any well afier it has beean drifled to its authorized depth.

3 In the event a Consenting Party to the drilling and Completion of a well elects nol to participaie in the

Reworking, Recompleting or Plugging Back operation for such well, said party shali be d d to have relinquished to the G i
P'arties to the Reworking, Recompleting or Plugging Back operation in said well, wha shall own and be entitled 1o veceive all of luth
Non-Consenting Party's interest in such well, ity leasehold operating righis and shace of production therefrom, insofar and only
insofar as il pertaing to the zone or zones which are belng Reworked, Recompleted or 1o which the well is being Plugged Back.

4. If pursuani 1o Article VLB.2. hereto, less than all of the parties clect (o participate in » proposed Reworking,
Deepening or Plugging Back operation, and il such operation does not result in the production of hydrocarbons in commercial
quantities, or result in a completion that ceases to produce in commertial quaulllkl peior 1o the limc a1 which the consenting parties
mre Mully reimbursed as provided in Aeticle VILB.2., ther, notwith g in this Of g Agr 1 to the contrary, the
party or pariies who elect nat to participate in such Reworking, anening or I'lnggin; DBack opculhn shall nevertheless be
responsible for their proportionate share (a3 set forth in Exhibit “A™) of the cost to plug and sbandon such well and salvage the
equipment therefrom, except for the additional plugging and sbandonment or salvage costs that are umed by the Reworking,
Deepening or Plugging Back operation in which the party or parties did nol participate and any excepli I attributable 1o
well control incidenis resulling 1herefrom: 1he consenting partics shall be solely r ible for such addiul

r L costs.
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F. DEFAULT

1, If sny Party, including ihe Operator, fails to pay its share of any cost which it is obligated 10 pay under any
provision of this Agreement {" Defaulting Party"), and il such defauli continues for a period of fificen (15) days following delivery by
any of the other Parties ("Non-Defauliing Parthes™) of written notice of such defavht 1o the Defavlting Farty, thea at any time afier the
expiration of such notice period, the Kon-Defauliing Parties shall be entitled to the following remedies:

{a) The Non-Deflaulting Partics may suspend by written notice, any or all of the righis of the Delaulling
Party under this Agreement, without prejudice 1o the right of the Non-Defaulting Parties to continue to enforce the obligations
of the Defuclting Party under this Agreement. The rights of a Defaulting Party that may be suspended herevnder at the
election of the Non-Defaulting Parties shall include, withouwt limitation, the rI;hI o elect to participate in any subsequent

operation regarding the well to which the defauit relates, or any subseq 1 proposed under 1his Agreement; and
[0} 'l‘lle Non-bel’-ulting Parties may tske sny action to which it may be entilled or pursue any remedy 1o
collect the ind gether with all damages sulfered by the Non-Defsulting Partics a5 a resul( of the deflault, plus

interest accruing on the amounts recovered from the date of defavlt wodil the date of collection at the rate specified in the
Accounding Procedure together with reasonable attorney’s fees and court costs related thereto; or

{c} The Non-Defaulting Parties may deliver a written notice to the Defanlting Party st any time after the
defaunlt oecurs with the following effect:

W IT the billing is for the pletion or r pletion of a well, the
Defaulting Party will be deemed tonclusively 1o have elected not 1o participate in the subject
aperation under Paragraph VLB.2. abeve from the time of the hilling, which led to the defanlt
and 10 be a Non-Consenting parly with respect thereto, notwithstanding any election to

parficipate theretofore made.

@i Untll the delivery of such notice to the Defaulting Parsy. the Defaulting
Party shall have the right to cure its defanlt by paying the unpaid billing{s) plus interest at the
rate ¢l forth in the Accounting Procedure. Any interest relinquished purauant to this
Paragraph shall be owned by the Non-Defanbiing Parties purtuant (o Paragraph VLB.1.
above, and the Non-Defautiing Parties shall be liable 1o coniribute lts share of the defantied
Ao,

(iii} The Operator on behalf of the Non-Defaulting Parlies may reduce any
and all revenuves, if any, atiributed to the Defaulting Party*s interest by the amount in default
us any nterest charges accruing on such defaulting amount &s provided in the Agcounting

Procedure.

2, anwillmmdlng the otber provisions of this Paragraph, if & Party fails to pay pact or all of its share of costs
hereunder b of & leghtimat a8 (0 the appropriateness of part or a)l of the billing(s} In question, and if such Party
makes such lliugrtﬂmm and tlle ground: therefore known to the other Party in writing prior to the due date of such billing and
timely tenders pay of all T then such Party shall not be subject 10 Section 1. (s) or L, {c) of this Paragraph.

3, Notwithstandiag saything én this Operating Ageeement to the conieacy, in the eveat o Defanlting Party fails 10

pay its share of costs which it is obligaied 1o pay under any provision of this Agreement within fifteen (15) days after Defanliing
Party’s receipt of notice of such failure to pay, the Operator, at its sole discretion, may withhold from a Non-Operatar’s production
revenues related to any well Operalor operates pursuant fo the Exploration Agr all acerued unpaid lease of ing expenses,
past due balances, and accrved unpaid espenses allecated 10 any well Operator operates on behall of & Non-Operator pursuant (o the
Esploration Agreement,

G. OPERATIONS ON PRODUCING WELLS

1. No well producing in paying quantilies shall be reworked, recompleied or deepened, or plugged and abandoned
without the consend of all Parties, except that a well producing in paying quantities may be "fraced™ or otherwise stimulated for the
purposes of enhancing existing production with the consent of the parties owning or representing at least 60.0% Percentage Interest in
the well.

2. The provisions of Article VI,B. will apply 1o a proposal by any Party desiring that one or more producing zones
within & well be "fraced" or otherwise stimulated for purposes of enhancing esisting production. Except as set Forth in Paragraph 1.
above, any such proposed stimulstion of a prollllcing well may be performed il 50 apgroved by the Parties owning the working interest
in such well or zone. The Party electing not to participate in the stimul efTort will be deemed a Non-Coasenting Party and, 21 1o
such stimolation, will be subject to the penadties otherwise provided in Article YLB.2, {a) and {b). The Couunlin; Parties in the
stimulation effort will nol be liable in damages 1o the Non-Consenting Party, if, 13 a 1 of the T imulation, the well
or zone is damaged, lost or destroyed.

IL PIPELINE AND/OR GATHERING LINE CONSTRUCTION

{a) For each welt within the Contract Ares, each party shall pay {is proportionste share of all pipeline, gnthering and
related facilities costs constructed within the Contract Area.

{b} IT any Party elects, in an operation not covered by Article VI, to construct, operate or purchase, or join in the
construction, operation or purchase of a pipeline and/or gathering line 10 transport prodoction from, but not within,
the Contract Area, then such Pacty shall notily the other Parties furnishing all pertinent costs and information, The
Parties receiving such notice shall bave the right to participate in the construction, operation and ownership of such
pipeline and/or gathering line by assuming their proportionate shares of the cbligations and paying the costs
stiributable thereto.

L COST ALLOCATION

Notwithstanding anything to the contrary « ined in the Of ing Agr or the Accounting Procedure attached
hereto us Exhibit "C", the following items shall not be considered within the category of adiministeative overbead:

1. All cost and expenses for outside attorneys and vil lease brokers incurred in the scquisition of Oil and Gas Leases
and examination of and curing of titles.

1. AN outside fees Tor legal, peclogical, geophysical, engineering. deafling and reproductive services and other comg
and eapenses as incurred in connection with the preparation and presentation of evidence and exhibits and handling of applicaiions (o
and hearings before any governmenial agencies or regulatory bodies.

J. DELAY RENTALS, OFTION PAYMENTS AND LEASE EXTENTIONS

Operator shall submdi to the parties reports of the monthly delay rental paymenis that will be due and payable on leases
subject hereto st least 60 days in advance of such payments being due, fogether with the due dates for such paymenis, Operator’s
recommendations for the payment or non-payment thereol, and a general descriplion of the tands covered by same. A party may elect
to terminate §4s interest in a lesse or leases by providing writien notice i Operator and all olher parties hereto then owning &n interest
i said bease or leases, 1o the efMect that ihe notifylng party will not participate in the next ensuing deday reatal payment with respect to
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such lease or lenses at least 40 days in sdvance of such payments being due. Failure to notify Operntor and such olher parties of a
parly's ehection ai least 40 days in sdvance of the rental paytaent due date shall be deemed an election to participate in payment of
rentals. I at any time a party elecis not 1o pacticipate in payment of a delay rental, then the parties elecling to participate in the
payment shall have the right to assume their respeciive proportionate shares of the interest in the alTected Jease of the party clecting
not to participate by providing writien notice to the other participating parties and Operator within 10 days after receipt of the notice
of a party’s election not 1o participate. Failure to provide such notice shall be deemed an election not to sssume sn interest. In the
event that alter such elections an interest In 1he alTecied lease remaina that has notl been assumed, Operator within 48 hours shall
notify the participating parties, who may elect 4o nysume their respective proportionate shares of such remuiaing interest by providing
wriiten notice within 48 hours afier receipt of notice of the inferest that Is available; failure o0 provide such natice shall be deemed an

fection not o an sdditional interest. I, after all such elections, an interest remains that has not been astumed by a party,
then, st Operntor’s sole discretion, the Operator may elect eliher to assume 1he remuining inferest and make the delay rental payment
or elect niot 10 make the rental payment and sllow the afTected lease or leases to lapse and shall notily sl of the parties.

b

A party electing to terminaie its interest in m lease or leases shall assign ity i in to the participating parties free of
any overriding royally interesis, net profits interests or other burdens or encumbrances other than the lessor’s royalties and any
burdens Visted on Exbibit “A” hereof. Any such lease or leases shall be removed from the terms of this Operating Agreement bat shall
be subject to the derma of an identical operating agreement between the participating parties with only the interests of the parties
changed on Exbibit “A™,

K GAS MARKETIGN BY OPERATOR AND OPERATOR AS DISBURSING AGENT FOR NON-OPERATOR

I Gas Marketing by Operator

IF any party fails (o make the arrangements pecessary 10 takie o kind or separaicly dispose of iis proportionate share of Gas
produced Irom the Contract Aren, Operator shall have the right, ot not the obligation, to purchase such Gas or sell it 10 others st any
time and from time to time, for the account of the non-taking party at the same price otiained for Operator’s share of Gas production
under an arms length, third party, purchase or safes contract. Any suth purchase or sale by Operator may be terminaied by Operator
with u thirty (30} day prior wrilten notice to the owper of such Gas praduction, The owner of such Gas production shall, with a thirty
(30} day prior wrilien notice to Operator, have the right at any time to exercise its right to take in kind, or separately dispose of, s
share of Gas produciion, provided, however, that such Gas production is not ¢ itted under a gas sales, transportation or
marketing contract. Any purchase or sale by Operator of any party’s share of Gas under & gas sales. iransportation or marketing
contracl shall be only for such reasonable periods of tine a3 are consistent with gay sales, tramyportation or marketing contracts for
similar gas produced in the vicinity of the Contract Area.

2. Operator as Disbursing Agent

Subject to the right of Non-Operator 10 take in kind its share of production from the Contract Area{s), Non-Operator
designates Operator as the agent of Non-Operator to receive and disburse the proceeds derived from the sale of oil and gas produced
from the Coniract Area(s), including, but not limited 10, disbursements to Non-Operators, royalty owners, and payment of severance
and production tases. Subject 1o provisions of the lien, security and defanlt provisions of (his O ing Agr O shall
remil te Non-Operators their propertionste share of such procecds within thirty (30) days afier the receipt by Operator of such
proceeds, less such Non-Operators share of all severance and production iaxes.

L. AFE/COST OVERRUNS

Notwithstanding anything berelo to the contrary, Opersior shall not expend for any drilling, Completion, Reworking,
Sidetracking, Deepening. Plugging Back or Recompleting operation an amount in excess of 115% of the amount suthorized for the
total operation by virtue of the original or initist AFE without Mrst submitting a Suppl I AFE(s} to the Non.Operalor{s} for
approval, Any Non-Operalor receiving such a Supplemental AFE(s) shall have n periud of three (3} days which to cither approve or
reject the additional expenditure (however, if a rig is on location, every such Non-Operator shall make ity best efforts 1o respond
within 24 hours). Fallure to respond shall constituie approval. In the event of non-spproval, all subsequent operations conducted
pursunat to such Supplemental AFE(s) shall be subject to the provisions of Article V1.B.2. Operations Dy Less Than All Parties,
provided, however, that If a Non-Operater rejects the additional expenditnre and the operation being conducted is a Required
Operation, snid Non-Operator shall assign snd forfeit to the parties continuing wilh the operation all of its interest in the leases or
portions thereof and 1o the formations and depths covered thereby which would be lost or not earned if such operation is not
continued. This paragraph shall not apply to expenditures by the Operator which are required 1o deal with explosion, fire, feod or
other sudden emergency, whether of the same or different nnture, or operations required to maintain the hole in a stable rondition.

M. INFORMATION DISTRIBUTION LIST-GEOLOGICAL WELL REQUIREMENTS

Attached hereto ax Exhibit *G™, entitled “lnformation Distribution List/Geological Well Requirements,” is a summary of
the notice and duta requiresnents which Operator berelry agrees (o observe and perform with respect to each Non-Operator,

N, REQUIRED OPERATIONS

1 If a proposal is made for the drilling, Decpening, Reworking, Plugging Back, Sidetracking or Recompleting of a
well or wells or for any other operation proposed or required within six months of the expiration of any right sad/or interest subject to
this Operating Agreement in order to (1) continue a lease or leases in force and effect, or (2) maintain 2 unitized area or sny portion
thereol in force and effect, or (3) earn an interest in and to oil sand/or gas and oiber minerals which way be owned by any third pary
or preserve any rights to such inferest which, faitiog such operation, would revert (o a third party, or (4) comply with an srder issued
by a regulatory body haviag jurisdiction over the premises, failing which certain rights would terminate within such perind, any such
operation shall be s “Required Operation™,

1. Should fewer thao all the parties herete eleet 1o participate and pay thelr proportionase pari of the costs to be
incurred in a Required Operation, any party or parties desiviog to participate shall have the right to do so in the manner provided
elsewhere herein, at their sole cost, risk and expense.

L Promptly following the conclusion of a Required Operation, each party not participating in said Required
Operation shall deliver to the party or parties participating in said Required Operation an mysignmeny of all of the rlghl. tidle nnd
interest of said non-participating party in that portion of the leases and/or other rights and i which are maintai pery
or carned 23 a result of sald Required Operation, The right, tiile and interest assigned and conveyed shall be Illlr!d by the
participating parties in the proporion that the interest of each bears to the total interest of all the participating parties. Such
ansignment shall be executed and delivered wilhin thirty {30) days of the conclusion of such Required Opeeation by each party not
electing to participate and shall be in a form acceptable to the participating party or parties, free and clear of any overriding royalty
interest, produciion payments, mortgages, liens or other encumbrances placed thereupon or arising out of the assigning party’s
owtership and operations subsequend to the date of this Operating Agreement, but stherwise withoul warranty of title, either express
or implied. The leases, rights and interests in which an inferest is assigned frurvant to the terms hereof shall no longer be subject 10
this Operating Agreement, but said leases, rights and interests shall be solely subject to a separate operaling sgreement which
sccurately reflects the interests of the party or parties iu the Required Operation, and which s otherwise identical to this Operating
Agreement. The written botice and/or AFEs covering Required Operations 1o be sent to the partles for their clection to participate
thereln as provided in Article VLB.1., will be clearly marked or identilied as a proposal lor 8 Required Operation.
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o. ASSIGNMENTS

I Any Assignments made as » result of forfeiture of interest, or as a resull of Article VI, andior Article XVI.D, E
and F shall be free of any overriding royslty interests, net profit Interests, burdens on production or any other burdens or
encumbrances.

1 Subject to the provisions of Article VIII D., any party may sell or assign sll or any portion of its inlerest in the Oil
and Gas Leases, 0l and Gas ) wells, equip and production within the Contract Avea covered by this agreement to one or
more third parties without the consent of any other party hereto, provided that such sale or assignment shall be made subject 1o the
provisions of this Opersting Agr and the Participation Agreement and the third party assignee or assig agree io
alifuture obligations hereunder. Such sale or aasignment shall not be binding upon the oiher parties to this agreement until Operator
is furnished with a copy of the legal instrument evidencing such conveyance, Once a party sssigns an interest in the Contract Area to
one or more third parties and the Operator has been furnished with nolice of such sssignment as provided for herein, the assigning
party shall kave no further liablity or obligations under this ap t with respect to the interest s0 assigued except for those
ontstanding liabilities or obligations due and owing to snother party fo this agreement for time periods prior to the efective date of
the assignment.

3, In addition, the following language shall be added 1o any assignment or conveyance from any parties:

“This assignment is made subject 10, and Assignee agrees 10 assume its proporiionate share of all nhllgnlinm
and liabilities arising under the terms of ihat certain Operaling Agr dated

a3 Operator. Assignee expressly responsibility for, and agrees to pay, perform, fulfll and
discharge its proportionate share of all :I-iml. oS, expeRIEs, Ilnbillllu and ubllgntiom actruing or relaing
10, the owmnership, operation, mal 1

or de [ {1 of the Leases, wells and
equlpmeul nslgucd herein, n3 to all p:rlndl nn or afler I|l! eleciive date of this assignment, including, without

all envir | elaims. Without timiting the generality of any of the foregoing, Assignee accepts
responsibility for and agrees to pay ils proportionaie share of all costs and expenses associated with plugging
and abandonment of the wells assigned herein, together with surface restoration required under applicable
Iaw, (he Leases or any other contracts assigned hereunder {the obligations and lisbilitics described herein are
referred to 21 the Assumed Obligations.

ASSIGNEE SifALL DEFEND, INDEMNIFY, RELEASE AND HOLD HARMLESS ASSIGNOR, ITS
OFFICERS, DIRECTORS, EMPLOYEES AND AGENTS (“ASSIGNOR INDEMNIFIED PARTIES™)
AGAINST ALL LOSSES, DAMAGES, CLAIMS, DEMANDS, SUITS, COSTS, EXPENSES, LIABILITIES
AND SANCTIONS OF EVERY KIND AND CHARACTER, INCLUDING WITHOUT LIMITATION
REASONABLE ATTORNEYS' FEES. COURT COSTS AND COSTS OF INVESTIGATION, WHICH
ARISING OUT OF OR IN ANY WAY CONNECTED WITH THE ASSUMED OBLIGATIONS DESCRIBED
HEREIN."

P. RESERVE ACCOUNT FOR PLUGGING OPERATIONS

In order (o have sufficient funds on hand to meet plugging obligations, the Operator may charge the joint account, over the
life of any well{s) on 1he Contract Area, for estimated costs to plug and abandoa said wells (including the costs to cleanup the location
and restore ihe sutface are of lease used in oil and gas operations) {referred to herein a3 “Amortized P&A Charges™). These
Amoriized P&A Charges may not exceed twenty (housand dollars ($20,000.00) per well. The intent of this covenant is to allow
Operator, in the latier stages of the economic life of s well and/or lease, 10 have available funds on account 1o conduct P&A operations
in sccordance with actual Railread C ission (or envir | agency) regulations aed lease requirements. Each party shall pay
its proportionate share of the costs of plugging and abandeament above the Amortized PEA Charges.

Q. ADDITIORAL SECURITY FROVISIONS
1. SECURITY INTEREST

‘The lien and security interest granted by each Non-Operators and by Operator to the Non-Operator under Article VILB
shall extend not only 1o such Party's rights, title and interests in the Contract Area(s) (which for greater certainry shall include all of
each Pariy's lensehald interest and leasehold estate in the Contract Area(s)), the oil and/or gas when extracied and equipment (as
mentioned in said Article) bud also 10 all accounts, contract rights, extracted oil and gas and sald equipment or which are otherwise
owned or beld by any such party in (he Contract Ares(s), Further, the lien and security interest of sald Party shall extend to all
proceeds and products of all of the property and collateral described in this paragraph and in Article VILB as being subject to said
lien and security interest.

L LIEN ON UNEXTRACTED WYDPROCARBONS

In addition 1o 1he liens and security interests as provided in Article VILEB., each pariy to this Agreement, to secure payment
of its share of expenses incurred under this Operating Agreement, grants 1o the other party a Hen on all of its right. title and interest
now owned or berealter acquired in the Contract Avea including, But not limited to, the ol and gas leases, mineral estates and other
mineral interests subject 10 this Operator Agreement and any properties now or hereafier pooled or unitized with any of the
properties affecied by such mineral interests; and all unsevered and unextracted oil, gas and other hydrocarbons that may be
produced, obiained or secured from ihe lands covered and afTected by such mineral interests such lien shall be perfected by rewording
in the Real Property Records of the county in which the screage within the Contract Area exists, Memorandum in the same Form as
the Exhibit “Ii” attached hereto.

3 CONTRACTUAL RIGHT OF OFFSET

[ In addition 1o the rights and remedies alforded 1o Operator pursuant (o the terms of Article VILD,, or at law or
in equity, it is understood and agreed that each defaulting party geants to the Operator o condragiusl right of offset in and to all
money, production, proceeds frem the anle of preduction and prnperty of every Idnd or character of such defsulling party, now or at
any time hereunder ing within O | iy or 1, wher ! whether or not subject to the terma of this
Agreement or any other agr 1 between Op and defanliing party. Operator, may, at its election, at any time and from time
1o time, reduce {or eliminate, 43 the case may be} any debt owing to it by any defaulling party by applying such defanlting party's
maney, proteeds or property in the cusiody or contral of Operator 1o the balance owned on such debt and giving such defauliing party
approprinte credit therefore, Any such amounis so applied shall first be applied to any past due interest, if any, then (o any cosls,
including nitorney's fees, incurred by Operator in the collection of the proceeds or property, and then to the underlying debt, It is
agreed and undersiood that Operator’s contraciual right of ofTset shall extend to and include all preceeds of production steeibutable
1o the defaulting party from any wells in which the defaulting party owns an inferest.

b. The lien snd security lolerest granted by each Non-Operators and by Operalor to the Non-Operator under
Article VILE shatl extend not only to such party’s rights, tite and interesis bn the Contract Area(s) (which for greater cectainty shall
include all af each Party's leaschold interest and leasehold estate in the Contract Area(s)). the oil and/or gas when exiracted and
equipment {as mentioned in sadd Article) but also to all accounts, coniract rights, extracied oil and gas and said equipment or which
are otherwise owned or hield by any such party in the Coniract Area(s). Further, the lien and security interest of said Party shall
exiend to all proceeds and products of all of the property snd collsieral described in this parmgraph and in Article VILE as being
subject to 2aid lien and security interest.

- 17e-
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4, RIGHT OF EXECUTORY FORECLOSURE

In addition to all rights and remedics afforded Opeeator under Article VILR., in the event xny debt owing by the defavlting
party to Operaior shall esceed any money, proceeds of sale of production, or property of such defaulling pariy as provided in the
coniraciusl right of affset as provided in Paragraph Q.3 above, the Operator may elect to proceed and foreclose the lien of Operator

gainat the i 1 of any defsulting party In sccordance with the laws of the Staie of Jdaho. Non-Operator herchy delegates
Operator as its agent and altorney in faci to any and all d T bly mecessary to carry oul an execuiory foreclosure
pursuait the laws of the State of kiahe.

R EQUAL OPFORTUNITY EMPLOYER

All of the Parties are Equsl Opportunity Employers. To the extent that this Ag may be subject 1o E ive Order
11246, as amended, the equal apporfunity provision (41 CFR 60-1) is incorporated herein by reference. To the extent required by
applicable Laws and regulati this Agr also includes and s subject (o the allivmative actions clmuse concerning disabled
veterans of the Vietnam era (41 CFR 60-250) and the affirmative action clauses concerning employment of the handicapped (41 CFR
&0-741), which clauses are incorporsted herein by reference.

5. AUDIT

Notwithsianding anything to the conirary contained in the Accounting Procedure, upon receipt of any audit report
conducied on the Joint Account by Non-Operator, Operator shall respond §n writing to such audit report as soon as reasonably
ible, but not g than b fxty (60) days of such receipt.

T. WELL CONTROL INSURANCE

The interest of each party hereto shall be included in Operater’s Control of Well Insurance policy snd » proportionate part
af the cost of such insurance shall be borne by the respeciive parties unless Operator is notified otherwise in writing and provided &
Certificate of Insurance in compliance with Exhibit “D", which is sitached hereto, prior (o ement of operations or prior to
any aperstion (o be perfarmed on & well in accordance with attached Exhibit “D",

LR TRANSITION OF OPERATOR

Upan the selection of the successor operntor, the Operator who has been removed or has resigned shall prompily deliver to
the successor operator all original records relating 1o operations on the contract area, including current accounting infermation with
regard (o the status of the joint account, information concerning all invoices not yet paid by the Operator who has resigned or been

removed, all logs, maps and all other information g of ly 7 required by virtue of the change of
operator shall be charged to the joint account.

V. HEADINGS

‘The Article and Paragraph headings used in this Agreement are inserted for convenience only and shall be disregarded in
interpreting or construing this Agreement.

w. ADDITIONAL DEFINITIONS

“lHorizontal Well™ shall mean a well drilled st an angle ta the vertical wellbore, 5o the well rung patallel 1o the target
formation or zone.

X BINDING

This Agreement will be binding and will inure to the Benefit of the Parties, their respective heirs, ref ives, )
and ansigns.

¥. COUNTERPARTS

This Agreemeni may be exccuted simultancously in one or more counterparts, each of which shall be deemed sn original
and all of which together shall constitute one and the same instrument. A (acsimile, telegraphic or any other form ol avthenticated
electronic signature shalt be effective in 2l respects as an original signature. Failure of any party to execule this Operating Agreement

shall not render this Opernting Agreement inefTective ms 10 and between the other pariies execuitng that excenting this Operating
Agreement.

OPERATOR

AM IDAHO, LLC

F. David Murrell
Vice President - Land

NON-OPERATORS

KBC BANK N.V.,

Name:
Title:



EXHIBIT "A"

Attached to and made a part of that certain Operating Apgreement by and between AM Idaho, LLC, as
Operator, and , ¢t al, as Non-Operator, dated effective the day of

, 2012, covering the Prospect, Canyon, Gem, Payetic ond Washington
Counties, Idahe; Malheur County, Oregon.

EXHIBIT "A" TO BE COMPLETED AT A LATER DATE



EXHIBIT “B™

Attached to and made a part of that certain Operating Agreement by and between AM Ildoho, LLC, as
Operator, and , et al, as Non-Operator, dated effective the day of

, 2012, covering the Prospect, Canyon, Gem, Payette and Washington
Counties, Idaho; Malheur County, Oregon.

Reporting Requirements

On any well drilled within the Contract Area, Operator shall deliver to Non-Operatots the following
geological information:

WELL REQUIREMENTS

PROSPECT:
COUNTY & STATE:

WELL DATA REQUIRMENTS
DAILY REPORTS
Daily drilling and completion reports by e-mail:

1)
2)

Or if necessary by fax:

NOTIFICATION OF LOGGING, DRILL STEM TEST, DRILLING COMPLETION
AND ABANDONMENT (24 HOUR NOTICE)

PERSON TO CONTACT OFFICE PHONE CELL 'HONE

DATA DISTRIBUTION

SEND TO:

GENERAL PROCEDURES
(__) Copy/Copies of Each of the Following:

1. Coemplete Drilling Program
2. Cement Program

3. Typed Copy of Well History
4. Directional Surveys

OPEN HOLE EVALUATION DATA

{_) Field Prints, {__) Final Prints and () Digita} Print of Each
of the Following:

All Open Hole Logs
Mud Logs

Core Analysis
Formation Test

Cat- ol -



ExuBIT “B” PAGE 2

OPEN HOLE EVALUATION DATA (CONT.)
5. Directional Surveys
6. Case Hole Logs
7. Drill Stem or Wire Line Tests
8. Cement Bond Logs
CASED HOLE AND COMPLETION DATA

(_) Field Prints, (_) Final Prints and (__) Digital Print of Each
of the Following:

1. Detailed Copy of Completion and/or Workover Proceduses
2. Perforating, Wellbore and/or Reservoir Evaluation Logs
3. BHP Data

CONTRACT, ELECTION, REGULATORY AND TITLE DATA

SEND TO:

(_) Copy/Copics of Each of the Following:

Drilling Contract

AFE

Elections

Location Plat

All Regulatory Permits, Applications and Forms
Monthly Production Reports (P-1's, P-2’s elc.)
Copy of Weekly or Monthly Gauge Reports

A e

End of Exhibit “B"
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EXHIBIT“C"
ACCOUNTING PROCEDURE
JOINT OPERATIONS

Attached to and made pafl qf 1hat certain O ra i Agrumenl by mnc) brnu?n AM Idabo, LLC, as Oprralnr. and
1a

_‘nn rl|ar. tet f: eclive She 012, covermg e,
'ashin

nyon, dm [yetic ah Eton ¢ ouRTEN THiho: MalFer CowmTy Uregon—

I. GENERAL PROVISIONS

IF THE PARTIES FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE™ PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE" PROVISIONS, ALTERNATIVE t IN EACII SUCH INSTANCE SHALL BE DEEMED TO HAVE
BEEN ADOPTED BY THE PARTIES AS A RESULT OF ANY SUCH OMISSION OR DUPLICATE NOTATION.

IN THE EVENT THAT ANY “OPTIONAL"™ PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOQPTED BY TIIE
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SIIALL NOT
FORM A PART OF THIS ACCOUNTING PROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING TIHE INTENT
OF THE PARTIES IN SUCH EVENT,

DEFINITIONS
All terms used in this Accounting Procedure shall have the following meaning, unless otherwise expressly defined in the Agreement
“AfMiliate™ means for a person, another person that conrols, is controlled by, or is under common control with that person. In this

definition, (a) control means the ownership by one person, directly or indirectly, of more than fifly percent (50%) of the voting sceurities
of & corporstion or, for other persons, the equivalemt ownership interest (such as parinership interesis), and (b) “person”™ means an

individual, corporation, | hip, trust, catale, unincorp d organization, association, or other legal entity

“Agreement” means the operating agr I ! . or other contract between the Panties to which this Accounting
Procedure ty artached

“Controllatle Material” means Matenal that, at the ime of acquisition or disposition by the Joint A 1, a3 applicable, is so classified
in the Maierial Classification Manual mest recenily recommended by the Council of Petrol A Societies (COPAS).

“Equalized Freight™ means the procedure of charging transportation cost to the Joint Account based upon the distance from the nearest
Railway Receiving Point to the propeny

“Excluded Amount™ means a specified excluded trucking smount mest recently recommended by COPAS.

“Fledd OMice™ means a structure, of portion of a structure, whether a femporary or permancet insiallation, the primary function of which is
10 directly serve daily operation and maintenance activities of the Joint Property and which serves as a staging area for direcily chargeable
field personnel.

“Fivst Level Supervision™ means those employees whose primary function in Joint Operations is the direct oversight of the Operator's
field employees and/or contract labor directly employed On-site in o field operating capacity. First Level Supervision functions may
include, but are net limited to:

. Rcsponﬂblht}' for field employ and Iabor engaged in activities that can include field operations, maintenance,

well dial work, equip and drilling

Responsibility for day-to-day direct oversight of rig operations
Responsibility for day-to-day direct oversight of construction operations
Coordinatdon of job priorities and approval of work procedures

.

» Responsibility for optimal utilization (equip Materials, personnel)

+ Responsibility for meeting production and field operaling expense targets

» Representation of the Partics in local matters involving ity, vendors, regulatory sgents and landovwners, as an incidental
part of the supervisor's operating responsibilities

+ Responsibility for all emergency resy with field staff

+ Responsibility for impl g safety and envi 1 p

+ Responsibility for field adherence to compaay policy

+ Responsibility for empl decisions and perf ppraisals for ficld 1 1

+ Oversight of sub-groups for field functions such as clectrical, safety, envi 1, tel ications, which may have group

of team leaders.

=Joint Account™ means the account showing the charges paid and credits received in the conduct of the Joini Qperations that are 1o be
shared by the Panties, but does not include proceeds suributable to hydmcarbons and by-producis produced under the Agr

o ean! taal  ceeal 4

“Joint Operations” means all operations necessary or proper for the exp pp f p ion, p
repair, aband 1, and restoration of the Joint Property

COPYRIGHT © 2005 by Council of Petrol A Societies, Inc. {COPAS)
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“Joint Property™ means the real and personal property subject to the Agreement

“Laws™ means any laws, rules, regulstions, decrees, and orders of the United States ol America or any state thereof and all other
gov | bodies, agencies, and other isdiction over or aflecting the provisions ined in or the
contemplated by the Agreement or the Parties and their operations, whether such laws now cxist of aro hereafter tmem]cd, enacted,
promulgated or issued.

having js

“Material” means personal property, equipment, supplies, or consumables acquired or held for use by the Joint Propeny

“Non-Operators™ means the Panies 1o the Agreement ather than the Openator

“Offshore Facilities™ means piatforms, sucface and subsea develop and production sy and other support sysiems such as oil and
gas handling facilities, living quaners, offices, shops, crancs, elecinical supply equipment and systems, fuel and water storage and piping,
helipert, marine docking installations, communication facilities, navigation aids, and other similar facilitics necessary in the conduct of

offshore operations, all of which are located offshore

“OfT-site” means any localion that is not considered On-site as defined in this Accounling Procedure

“On-site” means on the Joint Property when in direct conduct of Joint Operstions. The rerm “On-site™ shall also include that portion of
Oifshore Facilities, Shore Base Faciliies, Mabrication yards, and staging areas from which Joint Operations are conducted, or other

facilities that directly conirol equipment on the Joint Property, regardless of whether such facilities are owned by the Joint Account.

“Dperaior”™ means the Parly designated pursuant 1o the Agreement to conduct the Joint Operations.

“Parties” means lcgal entities si y to the Agr or their s and assigns. Parties shall be referred 1o individually as

“Party ™

“Participating Interest” meany the percentage of the costs and risks of conducting an operation under the Agreement that a Panty agrees,
or is otherwise obligated, 1o pay and bear

“Participating Party™ means s Pany that approves a proposed operation or otherwise agrees, or becomes liable, to pay and bear a share of
the costs and risks of conducting an ion under the Agr 1

P

“Personal Exp " means

d costs for travel and 1emporary living expenses

“Railway Recelving Point™ means the railhead nearest the Joint Property for which freight rates are published, even though an actual
railhead may not exist.

“Shore Dage Facilities” means onshore support facilities that during Joint Operations provide such services to the Joint Propenty as a
receiving and | point for Materials; debarkation point for drilling and production personnel and services; comemunication,

scheduling and dispatching center, and other associated funciions serving the Joint Property

“Supply Store™ means a recognized source or stock point for 2 given Material item

“Technical Services™ means services providing spetific enginecting, geosel or other prof; | skills, such &s those performed by
engincers, geologists, geophysicists, and technicians, required 10 handle specific of g conditions and f for the benefit of Joint
Operations; provided, b . Technical Services shall nol include those functions specifically identified as overhead under the second

pamgraph of the introduction of Section 11 {(verhead). Technical Services may be provided by the Of Op 's Affiliate, No.
Operator, Non-Operator Affilistes, and/or third panties

STATEMENTS AND BILLINGS

The Operator shall bill Nen-Operators on or before the last day of the month for theit propostionate share of the Joint Account for the
preceding month. Such bills shall be accompanied by statements that identify the AFE (authonty for expenditure), lease or facility, and all
charges and credits summarized by appropriate categories of inv and exp C llable Maierial shall be sep ly identified
and fully described in detail, or at the Operator's option, Controllable Matenal may be ized by major Material classificati
Intangible drilling costs, audit adjustments, and unasual charges and credits shall be separately and clearly identified.

The Operator may make available to Non-memn any siatements lnd bills required under Section 12 and/or Section 1.3.A (ddvances

aoxd Paymems by the Parties) via email, ic dam i hang bsites or other equivalent electronic media in lieu of paper
copies. The Operator shall provide the Non-Op i ions and any y infi ion to access and receive the sialements and
bills within the timeframes specified herein. A statement or billing shall be deemed as delivered twenty-four (24) hours {exclusive of
weekends and holidays) afler the memr ifies the Non-Op that the or billing is available on the websiie and/or sent via
cmail or ol ic data i ission. Each Non-Opemior individually shall elect to receive stalements and billings

electronically, if available from the Opmmr or request paper copies Such election may be changed upon thirty (30) days prior wrilten
naotice 1o the Operator

COPYRIGHT © 2005 by Council of Petrol A Socictics, Ine (COPAS)




)
9]
@)

"o

I R Y N B

Y
w

COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc

3. ADVANCES AND PAYMENTS BY THE PARTIES

A

Unless otherwise pravided for in the Ag the Op may require the Non-Operators 10 advance their share of the estimated
cath outlay for the ding month's operations within fifieen (15) days after receipt of the advance request of by the first day of
the month for which the advance is required, whichever is laler The Operator shall adjust each monthly billing to reflect advances
received from the Non-Operators for such month. IT 2 refund is due, the Operator shall apply the amount 1o be refunded 10 the
subsequent month’s billing or advance, unless the Non-Operator sends the Operator a written request for a cash refund The Operator
shall remit the refund to the Non-Operator within fifteen (15) days of receipt of ich written request

i i e R M A S (Rt LA TS R TSR R 1l i
payment is not made within such time, the unpaid batance shall bear interest compounded monthly a1 the prime mite published by the
Wall Street Journal on the first day of each month the payment is delinquent, plus three percent (3%}, per annum, or the maximum
contract rate permitied by the applicable usury Laws govemning the Joint Property, whichever is the lesser, plus attomey’s fees, court
costs, and other cosis in ion with the coll of unpaid . If the Wall Streer Journal ceases 10 be published or
discontinues publishing a prime rate, the unpaid balance shall bear interest compounded monthly ai the prime rate published by the

Federal Reserve plus three percent (3%), per annum  Interest shall begin accruing on the first day of the month in which the payment
was due. Payment shall not be reduced or delayed as a result of inquiries or anticipated credits unless the Operator has agreed
Notwithsiznding the foregoing, the Non-Op may reduce provided it fumishes d. ion and explanation to the
Openator at the time payment is made, to the extent such reduction is caused by

(1) being billed at an incortect working interest or Participating Interest that is higher than such Non-Operator’s actual working
interest or Panicipating Interest, as applicabl

(2) being bilked for a project or AFE requiring spproval of the Parties under the Agreemenl that the Non-Operator has not approved
or i3 not otherwise obligated 1o pay under the Agreement; or

(3) being billed for a propenty in which the Non-Operator no longer owns a working interest, provided the Non-Opemstor has
fumnished the Opemior & copy of the recorded assignment or letier in-lieu. Notwithstanding the loregoing, the Non-Operator

or

shall remain responsible for paying bills atiributable 1o the interest it sold or transferred for any bills rendered dunng the thiny
(30) day period lollowing the Operator’s receipt of such writien potice; or
(4) charges outside the adjustment perind, as provided in Section 14 (ddjustments).

4. ADJUSTMENTS

A

Payment of any such bills shall not prejudice the right of any Party to protest or question the cor thereof, | , all bills
and including payout rendered during any calendar yeat shall contlusively be presumed 1o be true and correet,
with respest only 1o expenditures, after twenty-Tour (24) months following the end of any such calendar year, unless within said
period a Panty takes specific detailed wrinen ption thereto making a claim for adj The Op shall provide a response
to all wrinen : hether or not ined in an audil report, within the time periods prescribed in Section L5 (Expencfiture
Aulits).

All adj initiated by the Op , except those described in items (1) through (4) of this Section 4.8, are limited 1o the

twenty-four (24) month period following the end of the calendar year in which the ofiginal charge appeared or should have appeared
on the Operator's Joint Account statement or payoul sialement. Adjustments that may be made beyond the twenty-four (24) month
pesiod are limited 1o adjusiments resulting from the following:

(1} aphysical i y of C {lable Material as provided for in Section V (frventories of Controflable Material), or
{2) an offsetting entry (whether in whole or in part) that is the direct result of a specific joint interest audit exception granied by the

0 Jaling 10 another p or

L4 (o

(3) agovemment/regulatory audit, of
(4) 2 working interest ownership or Participating Interest adjustment.

5, EXPENDITURE AUDITS

A

A Non-Operator, upon wrinen notice 10 the Operator and all other Non-Operators, shall have the right to audil the Operator’s
accounts end records relating to the Joint Account within the iwenty-four {24) month period following the end of such calendar year in
which such bill was rendered, however, conducting an sudit shall not extend the time for the taking of written cxception 1o and the
adjustment of accounts as provided for in Section 14 (ddjustments). Any Panty that is subject 10 payout sccounting uader the
Agreement shall have the right to audit the accoumts and records of the Pany responsible for preparing the payout siaements, or of
the Pany fumishing information to the Panty responsible for preparing payout Audits of payout accounts may inclode the

flumes of hydrocart produced and saved and proceeds received for such hydrocarbons as they pertain to payout accounting
required under the Agreement. Unless otherwise provided in the Agrecment, audits of a payout account shall be conducted within the
twenty-four (24) momh period following the end of the calendar year in which the payout statement was rendered.

Where there arc two or more Non-Operators, the Non-Operators shall make every reasonable effort 1o conduct a joint audit in a

manner that will result in a mini of inconveni to the Op The Operator shall bear no portion of the Non-Operators”
audit cost incurred under this paragraph unless agreed to by the Operator. The audits shall oot be conducted more than once cach year
without prior approval of the Operator, except upon the resignation or { of the Op , and shall be made a1 the expense of

COPYRIGHT © 2005 by Council of Petrol A Societies, Inc. (COPAS)
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1 those Non-Opersiors approving such sudit.

]

3 The Non-Openlor leading the audit (hereinafter “lead audit company™) shall issue the audit report within ninely (90) days after
4 completion of the audit testing and analysis; however, lhe rinety (90) day time period shall nct exvend the tweniy-four (24) month
3 requirement for taking specific detailed written p as required in Section [4 A (Adfustmems) above. All claims shall be
[ supported with suflicient documentation

7

B A timely filed written exception or audit repon ining written 7 hereinafler “written ptions™) shall, with respeet to
9 the claims made therein, preclude the Operator from asserting a statule of limilations defense against such claims, and the Operator
0 heteby waives its right 10 assert any stamute of limitations defense against such claims for o fong as any Non-Operator cominues to
1] comply with the deadlines for resolving plions provided in this A ing Procedure. Il the Non-Operators fail to comply with
2 the additional deadlines in Section 1.5B or L5.C, the Operator's waiver of ils rights Lo assert a statute of limitations defense ageinst
13 the chaims brought by the Non-Operators shall lapse, and such elaims shall then be subjeet to the applicable stawmte of limitations,
L] provided that such waiver shall not lapse in the event that the Operator has failed to comply with 1he deadlines in Section 158 or
15 15C

16

17 B.  The Operator shall provide a wrinen response to all exceptions in an audit report within one hundred eighty (180) days after Operator
1] receives such report. Denied exceptions sheuld be panied by a sub ive resp 1f the Op fails to provide substanlive
1% response to an exception within this one hundred eighty {(180) day period, the Operator will owe interest on thal exception or pertion
20 thereof, if ultimately granted, from the date it received the audit report Interest shall be caleulated using the rate set forth in Section
21 13 B (Advances and Payments by the Parties)
22
23 C  The lead sudit company shall reply to the Operator's response lo an audil report within nirety (90) days of receipl, and the Operator
M shiall reply to the lead audic pany’s foll P resp within ninety (30) days of Melpl provided, however, each Non-Operator
23 shall have the right to represent itself if 1) disagrees with the lead audit pany's p or beli 1he lead audil curnplny isnot
6 adequalely fulfilling its duties. Unless otherwise provided for in Section 1.5 E, if the Op fails 10 provide sub ve resy
27 lo an exception within this ninety (90) day period, the Operator will owe inlerest on thal exception or puﬂiun thereof, il ullimately
b ] pranted, from (ke dae it received the audit repon [merest shall be calculated using the rate set forth in Section 13 B (ddbarices amd
b2 Payments hy the Parties).
3o
] D If any Panty fails wo meet the deadlines in Sections 15.B or 1.5.C or if any audit issues are outstanding fifleen (15) months alter
i Operator receives the audit report, the Operator or any Non-Operator panticipating in the audit has the right 10 call a resolution
33 meeting, as set forth in this Section 1.5.I} or it may invoke the dispute resolution ¢ d included in the Agreement, if applicable.
3 The meeting will require one month's written nolice to the Operator and all Non-Opertlors participaling in the audit. The meeting
EL] shall be held a1 the Op 's office or lly agreed location, and shall be anended by repressntatives of the Parties with
36 autharity to resolve such outstanding issues. Any Party who fails 1o attend the resolution meeting shall be bound by any resolution
7 reached at the mmmg The lead audit cmlplny will make good faith efforts 1o di the resp and positions of the
kH Non-0 par hroughout the resol p . however, cach Noa-Operator shall have the right 10 represent amtf
k] Aumdm will make good (aith eﬂ'om 10 resolve outstanding issues, and each Pany will be required 1o present sub ive infi
4o supporling its position. A resolution meeting may be hetd as oflen as agreed to by the Parties. lisues unresolved at one meeting may
41 be di ] at subseq ings until each such issue is resolved
42
3 If the Agr ins no ditpute resolution Jures and the audit issues cannot be resolved by negotiation, the dispute shall
a4 be submitted to mediation. In such event, prompily following one Pary’s written request for medistion, the Parties 10 the dispute
45 shall choose a 1ly plabl di and share the costs of mediation services equally The Parties shall each have present
46 al the mediation at least one individual who has the authorily 1o settle the dispute. The Parties shall make reasonable efforts to
47 cnsure that the mediation commences within sixty {60) days of the date of the mediation request. Nolwith g the sbove, any
a5 Pany may (ile a lawsuit or complaint (1) if the Panties are unable afler reasonable effons, 10 commence mediation within sixty (60)
49 days of the date of the mediation request, (2) for stawie of limitations reasons, or {3) to seck a preliminary injunction or cther
50 provisional judicial relief, if in its sole judgn an injunction or other provisional relief is y 1o avoid irreparable damage or
51 ta preserve the status quo. Despite such action, the Pactics shall continue 10 try to resolve the dispute by mediation.

51
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&l 6. APPROVAL BY PARTIES

62

63 A, GENERAL MATTERS

64

3] Where an approval or otber agreement of the Panties or Non-Operators is expressly required under other Sections of this Accounting
o Procedure and if the Agreement to which this A ing Procedure is hed RO contrary provisions in regard thereto, the
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1 | and the or approval of a majority in interest of the

Py Lo

Qpentor shall noiily all Non-Op of the Op
Non-Operators shall be controlling on all Non-Operators.

This Section L6.A applies 1o specific situations of limited duration where & Panty proposes to change the accounting for charges from
that p ibed in this A ing P d This provision does not apply to d s 1o this A ing Procedure, which are
covered by Section 16 B

AMENDMENTS

i the Agreement to which this A ing Procedure is hed ins no contrary provisions in regard thereto, this Accounting
Procedure can be amended by an affirmative vote of Tww (2 )or more Panies, one of which is the Operator,
having a combined working interest of at least Sy percent {_&0,0_%4), which approval shall be binding on &ll Parties,

provided, however, spproval of at least one (1) Non-Operalor shall be required

AFFILIATES

For the purpose of administering the voting procedures of Sections [.6 A and 1.6 B, il Partics to this Ayreement are Alfiliates of cach
other, then such Affiliates shall be combined and tremed a3 a single Panty having the combined working interest or Pamicipating
Interest of such AfTilistes,

For the purposes of administering the voling procedures in Section 1.6 A, i a Non-Operator is an Affiliate of the Operator, votes
utider Section 1.6.A shall require the majority in imerest of the Non-Operstor(s)} afler excluding the inlerest of the Operator's

Affilise,

1I. DIRECT CHARGES

The Operator shall charge the Joint Account with the following items

1. RENTALS AND ROYALTIES
Lense rentals and royalties paid by the Operator, on behalf of all Parties, for the Joint Operations.
1. LABOR

A, Splagies and wages ; e Forth— i COMA B T T onbiiv et

T S T PrORTHR=—— & H g ! L) ¥

c s eoriadl ) for-

L L& L
(1 op *s field employees directly employed On-site in the conduct of Joint Operstions,
2y Op ’s employees direcilly employed on Shore Base Facilities, Offshore Facilities, or other facilities serving the Joint
Property if such costs are not charged under Section 116 (Equipment amd Focilities Furnished By Operator) or are not a
function covered under Section 111 {Overhead),
(3) Opemtor’s employees providing First Level Supervision,
(4) Operator’s employees providing On-site Technical Services for the Joint Propenty if such charges are excluded from the
overhead rates in Section 11 (Chverbead),
(5) Operator’s employees providing OfT-sile Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Seclion 11l {Overfread).
Charges for the Operator's employees identified in Section 11.2. A may be made based on the employee’s actual salaries and wages,
or in liew thereof, a day rate rep ing the Op *s average salaries and wages of the employee’s specific job category
Charges lor personnel chargeable under this Seetion [1.2 A who are foreign nationals shall not exceed comparsble compensation paid
10 an equivalent U.S. employee pursuant to this Section 112, unless otherwise approved by the Panies pursuant to Section
16 A (General Matiers).

B.  Opentor’s cost of holiday, vacalion, sickness, and disability benefits, and other y all paid 10 employees whose
salaries and wages sre chargeable 1o the Joint Accouns under Section 1.2 A, excluding severance payments or olber iermination
sllowances. Such coss under this Section 11.2.B may be charged on a “when and as-paid basis™ or by “percentage assessment” on the
amount of salaries and wages chargeable 1o the Joint Account under Section [12.A. If percentage assessment is used, the rute shall
be based on the Operator’s cost experience.

€ Expendi or ibutions made p 1o imposed by gov 1 ity that are applicable 1o costs
chargeable to the Joinl Account under Sections 11.2.A and B.

COPYRIGHT © 2005 by Council of Petroleum A Societies, Inc. (COPAS)
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D Personal Expenses of personnel whose salaries gnd wages are chargeable to the Joint Account under Section [12 A when the

p arc i d it jon with directly ¢} ble activitics.
E R ble relocation costs d tn ferming 10 the Joint Property personnel whose salaries and wages are chargeable to the
Joint Account under Section 1L.2.A. Notwithsianding the foregoing, rel costs that resull from recrganization or merger of a

Pany, or that are for the primary benefin of the Operator, shall not be chargeable 1o the Joim Account. Extreordinary relocation
costs, such as those incurred as a result of iransfers from remote locations, such as Alaska or overscas, shall not be charged 1o the
Joint Account unless approved by the Parties pursuani Lo Section L6.A (General Matiers)

F  Training costs as-speerfied-in-CORAB-MEFAS-cCharging-of-Fraining-Costato-theJoini-Aeeaum—-for personnel whose salanes and

wages are chargeable under Section 11.2 A. This training charge shall include the wages, salaries, training course cost, and Personal

Expenises incurred during the training session. The training cost shall be charged or all | to the property of properties direcily
benefiting from the iraining. The cost of the wraining course shall not exceed prevailing commercial rates, where such rates are
available.

16127 PIT P RBenal Ck bl
e t ey ]

G.  Operator's current cost of established plans for e’nmlxn‘yge benefits

bbb Itrbiea-ta-t = Hon=h-applicable to the Op 's labor costs chargeable 1o the Joim Aceoum

¥ Cl L&
under Sections 112.A and B based on the Operator's acwual cost not to exceed the employee benelits limitation 7 ge mast
recently recommended by COPAS

H.  Award payments 1o employeesi-neeordaneovwih-CORAS M0 vnarda-to-Employeecand-Contraetors—Hfor personnel whose
salaries and wages are chargeable ander Section 112 A

MATERIAL

Material purchased or fumished by the Op for use on the Joint Propeny in the conduct of Joint Operations as provided under Section
IV (Material Purchases, Transfers, amd Disposii ). Only such Material shall be purchased for or ransferred to the Joint Propenty as
may be required for immediate use of is bly practical and i with efficient and cal operations. The Lati

of surphus stocks shall be avoided.
TRANSPORTATION

A Transportation of the Operator’s, Operator's Affiliate’s, or s p y for Joint Operatians.

B Transportation of Matctial between the Joint Propetty and another property, of from the Operator’s warchouse or other storage point
1o the Joint Propenty, shall be charged 1o the receiving property using one of the methods listed below. Transporration of Maierial
from the ot Property to the Operator's warchouse or other storage point shall be paid for by the Joint Property using one of the
methods listed below

(1) If the actual imcking charge is less than or equal 10 the Excluded Amount the Operator may charge actual trucking cost or 2
theoretical charge from the Railway Receiving Point to the Joini Property The basis for the theoretical charge is the per
hundred weight charge plus fuel surcharges from the Railway Receiving Point to the Joint Property The Operator shall
cansistently apply the selected aliernative

{2} IT the actual trucking charge is greater than the Excluded A the Op shall charge Equalized Freight. Accessorial
charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permil fees shall be charged
directly to the Joint Property and shail not be included when calculating the Equalized Freight.

SERVICES

The cost ol contract services, equipment, and ulilities used in the conduct of Joint Operations, excepl for contract services, equipment, and
uttlitics covered by Scetion 11 (Chverhead), or Section 117 (Affiliaics), or excluded undet Scction 119 (Legal Expense). Awards paid 1o

contraciors shall be charpeable-pursuantfo-CORAS M= Awanls-to-Emploreesand-Contrdtums—).
The costs of third party Technical Services are chargeable 1o the extent excluded from the overhead mies under Section 1 (Ohverhead),
EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

In the absence of a separately iated and facilities furnished by the Operator will be charged as follows

3 L ' EQLEp

A.  The Operator shall charge the Joint Account for use of Of med equip and facilities, including but not limited to
producuon facilities, Shore Base Facilities, Offshore Facilities, and Field Offices, at rates commensusate with the costs of ownership
and eperation. The cost of Field Oflices shall be chargeable to the extent the Field Offices provide direct service to personnel who
are chargeable pursuant to Section 11 2.A (Labor). Such rates msy include labor, maintenance, repairs, other operating expense,

insurance, taxes, depreciation using straight line depreciation method, and interest on gross i less laled depr
not 1o exceed Ten percent (10 "3) per annuen, provided, however, depreciation shall not be charged when the
COPYRIGHT © 2005 by Council of Petroleum A Societies, Inc. (COPAS)
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equipment and facilities invesiment have been fully deprecimed The rate may include an o of the esti d cost for
band {famation, and di I Such rates shall not exceed the B ial rates 1y prevailing in the
immediate grea of the Joint Propenty

.

B In lieu of charges in Section [1.6 A above, the Operator may elect to use average cial rates prevailing in the i area
of the Joint Propenytess-twenty-percent-{208+). If equipment and fecilities are charged under this Scetion 11.6.B, the Operator shall
adequately document and support commercial rates and shall periodically review and update the mie and the supporing
d ton. For ive equipment, the Operator may elect to use mies published by the Petrol Motor Transg
Associstion (PMTA) or such other organization recognized by COPAS a3 the official source of rates

AFFILIATES

A Charges for an Affiliste’s goods and/or services used in operations requiring an AFE or other authorization from the Non-Operators
may be made without the approval of the Parties pravided () the Alfilisie is ideniilied and the Alfiliste poods and services are
specifically detailed in the approved AFE or other authorization, and (ii) the total costs for such Aflifiate’s goods and services billed
10 such individual project do not exceed $_10,00000 I the toial cosis for an Affiliaste’s goods and services charged 1o such
individual project are not specifically detsiled in the approved AFE or suthorizesion or exceed such amount, charges for such
Affilinte shall require approval of the Panties, pursuant 1o Section L6 A (General Masters).

B. For an Aflilinle’s goods and/or services used in operations not requiring an AFE or other suthorization from the Non-Operators,
charges lor such Affiliate’s goods and services shall require approval of the Panics, pursuant to Section [6 A (General Matters), if the
charges exceed 5_25,000,00 in a given calendar year

€. ‘The cost of the Afliliate’s goods or services shall not exceed average commercial tates prevailing in the area of the Joimt Propeny,

N o o

unless the Operator obtains the Non-Operators' approval of such rates. The Op shall quately and support
commercia! rates and shall periodically review and update the mate and the supporting d i provided, however,
| ion of ial rutes shall not be required if the Operator cbiains Non-Operator approval of its Affiliate’s rates or
charges prior to billing Non-Operators for such Affiliate’s goods and services. Norwithsianding the foregoing, direct charges for

Affiliate-owned ication facilities or sy shall be made punsuant to Section [1 12 (Communications).

Ir the Parties fil 1o designale an amount in Sections 117 A or 11.7.B, in each instance the amount deemed adopted by the Panties as a
result of such omission shall be the amount established as the Op 3 expendinare limitation in the Agr IT the Agr

does not contain an Op 's expenditure limitasion, the amount deemed adopied by the Parties as a resull of such omission shall be
zero dollars ($ 0 00),

1

DAMAGES AND LOSSES TO JOINT PROPERTY

All costs or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incured, except to the
extent such damages or losses result from a Party’s or Patties' gross negligence of willfisl misconducy, in which case such Panty or Panies
shall be solely liable.

The Operator shall furish the Non-Opemlor written notice of damages or losses incurred as soon as practicable afler a report has been
received by the Opemtor

LEGAL EXPENSE

Recording fees and cosis of haadling, senfing, or otherwise discharging litigation, claims, and liens incumed in or resulting from
operations under the Agreement, or necessary to protect or necover the Joint Propenty, to the extent permitied under the Agreement, Costs
of the Operalor’s or Affiliale’s legal $taff or outside attorneys, including fees and expenses, are not chargeable unless approved by the
Partics pursueant 1o Section 16 A {General AMouers) or otherwise provided for in the Agreement.

Notwithstanding the foregoing paragraph, costs for procuring absitacts, fees paid to outside aitomeys for title examinations (including
preliminary, supplemenial, shul-in royalty opinions, division order title opinions), and cumtive work shall be chargesble (o the extent
permitied as a direct charge in the Agreement.

TAXES AND PERMITS

All taxes and permining fees of every kind and nature, assessed or levied upon or in connection with the Joint Property, of the production
therefrom, and which have been paid by the Operator for the benefit of the Parties, including penalties and interest, except to the extent the
penalties and interest resuit from the Op "5 gross negli or willful

If ad valorem 1axes paid by the Operator are based in whole or in part upon separate valuations of each Party's working inlerest, then
notwithstanding any contrary provisions, the charges to the Parties will be made in accordance with the tax value generated by each Pany's
working interest.

COPYRIGHT © 2005 by Council of Petrol A Societies, Inc (COPAS)
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Costs of tax consultants or advisors, the Operator’s emplayeces, of Op ‘s Afliliate employees in matters regarding ad valorem or other
1ax matiers, are nol perminted as direct charges unless approved by the Panies purstant fo Seciion 16 A (General Matiers).

Charges to the Joirt Account resulting from sales/use lax audils, including polated and p and inlerest, are permitied,
provided the Non-Operator shall be allowed to review the involces and other underlying source documents which served as the basis for
tax charges and 1o delermine that the correct amount of taxes were charged to the Joint Account. If the Non-Operator is not permitied to
review such documentation, the sales/use tax smounl shall nat be directly charged unless the Op can lusively d the
amount owed by the Joim Account

INSURANCE

Net premi paid for i required 1o be carried for Joint Operations for the p ion of the Partics, If Joint Operations are
conducted at locations where the Operalor acts as self-insurer in regard to ils worker's compensation and employer’s liabilily insurance
obligation, the Operator shall charge the Joint Account manual rates for the risk d in s self program as regulated by the
Jjurisdiction governing the Joint Property. In the case of offshore operalions in federal waters, the manusal rates of the adjacent siate shall be
used lor personned performing work On-site, and such rates shall be adjusted for offshere operations by the U'S. Longshoreman and

Hartor Warkers (USL&H) or Jones Act surcharge, as appropriate.

COMMUNICATIONS
Costs of acquiring, leasing, installing, operaling, repairing, and 8 facilitics or systems, including tatellite, radio
and microwave facilities, between the Joint Propenty and the Operater’s office{s) direcily responszible for field operations .

" e - COPASMEL el L I the icatlons facilites o ay

serving the Joini Propeny are Operator-owned, charges 1o the Joint Accouni shall be made a3 provided in Section 116 (Equipment and
Facilities Furnished ky Operator). Il the communication facilities or systems serving the Joint Froperty are owned by the Operator’s
Affiliate, charges Lo the Joint Account shall not exceed average commercial rates prevailing in the area of the Joiat Propenty. The Operator
shall adequaiely document and suppon commercial rtes and shall periodically review and updaie the raie and the supponing
documentation.

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Casts incurred for Technical Services and drafting 10 comply with ecological, enviroamental and safety Laws or standards recommended by
Occupational Safety and Health Administration (OSHA) or other regulatory authorities, All other labor and functions incurred for
ecological, environmental and safety matters, including management, adminisiration, and permitting, shall be covered by Sections 112
{Labor), 115 (Services), or Section 111 (Overhead), 23 applicable.

Costs 10 provide or have available polluti and | equip plus actual costs of control and cleanup and resuliing
responsibilities of oil and other spills &s well as discharges from permitted outfalls as required by applicable Laws, or other pollution
i and | edquip o d appropriate by the Op for prudent operations, are directly chargeable

ABANDONMENT AND RECLAMATION

Costs i d for aband and recl of the Joint Property, including costs required by lease agt or by Laws.

OTHER EXPENDITURES

Any other expendilure not covered or deall with in the foregoing provisions of this Section U (Direcr Chorpes), or m Section [1}
(Overhecuf) and which is of ditect benefit (o the Join Property and is £ | by the Op in the v and propet conduct of the
Joint Operations. Charges made under this Section IE 15 shall require approval of the Parties, pursuant to Section | 6 A (General Aaners).

1L OVERHEAD

A3 compensation for costs not specifically identified as chargeable to the Joint Account pursuant to Section Il {Direct Charges), the Operator
shall charge the Joinl Account in accordance with this Section 1L

Functions included in the overhead rates regardiess of wheiker performed by the Operator, Opemtor's Affiliates or third parties and regardiess
of location, shall include, but not be limited to, costs and expenses of

warehousing, other than for warehouses that are jointly owned under this Agreement

design and drafting (except when allowed a3 a direct charge under Sections 1113, 1L Ai), &nd H1.2, Option B)
tnventory costs not chargeable under Section V (finentories of Controllable Material)

+ procurement

adminisiration

accounting and auditing

ges dispaching and pas char integration

.

.
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+ hutman resources

+ management

+ supervision not directly charged under Seciion 112 (Labor)

* legal services not directly charpeable under Section 11.9 (Legol Expense)}

+ taxation, other than those costs identified as direcily chargeable under Section (1.10 (Taxes and ermits)

+ preparstion and moeitoring of permits and centificati preparing regulatory reports, app before or ings with
governmental agencics or other authorities having jurisdiction over the Joint Property, other than On-site inspections; reviewing,
interpreting, or submutting commenis on of lobbying with respect to Laws or proposed Laws

Overhead charges shall include the salaries or wages plus applicable payroll burdens, benefits, and Personal Expenses of personncl petforming
overhead functions, as well as office and other related expenscs of overhead functions.

OVERHEAD—DRILLING AND PRODUCING OPERATIONS

As compensation for costs incurred but nat chargeable under Section 11 (Direct Charges) and not covered by other provisions of this
Section 111, the Operator shall charye on either:

B3 (AMernative 1) Fixed Rate Basiy, Section IL1 B

B—e S22 PRV 11 PRI R I
i } ) Hi

A.  TECHNICAL SERVICES

(i) Except as otherwise provided in Section 1113 (Ecological Esvironmental. amd Safery) and Seciion 12 (Overhead — Major
Constructivn ad Catastrophe), of by approval of the Pankes pursiant wo Section L6 A, (General Maiters), the salaries, wages,
related payroll burdens and benefits, and Personal Expenses for On-site Technical Services, including third party Technical
Servicey:

{Alternative 1 = Divect) shall be charged direct 1o the Joint Account
B —ttbiernntived—treshenbihat-beromred-byilrepreebont-rtes

(i) Except a8 otherwise provided in Section [1 13} {(Ecological, Environmental, amd Safety) and Section N2 (Overhead - Major
Construciion and Catasirophe), or by approval of the Pasties pursuant to Section 1.6 A {General Maners), the salaries, wages,
related payroll burdens and benefits, and Personal Expenses for Off-site Technical Services, including third party Technical
Services:

B Alierantived—AN-Overhend}shith-bevoveratby-theprerhond-fates-
Bl taliernutive 2—AR-Direct) shut-echurgerd-lireetiothe SmprAecount:

(Alternative 3 = Drilling Direct) shall be charged girect 1o the Joint Account, gnly to the extent such Technical Services
are directly stiributable 10 drilling, redrilling, deepening, or sidetracking operati through plet ponry
band or aband if a dry hole. Off-site Technical Services for all other operations, including workover,

T beti band of producing wells, and the construction or expansion of fixed assets not covered by Section

MIL.2 (Overhead - Major Construction and Catasiraphe) shall be covered by the overhead rates.

Notwithsuading anything to the contrary in this Section I[, Technical Setvices provided by Opermor's Afliliates are subject 1o Limitations
set forth in Section [1.7 (Affiliares). Charges for Technical personnel performing non-technical work shall not be governed by this Section
I 1A, but instead g d by other provisions of this A ing Proced lating 1o the type of work being performed.

OVERHEAD—FIXED RATE BASIS
{1) TheOperator shall charge the Joint Account at the following mies perwell-per month

Prilling Weil Rate per month S_2*7,002.040 {proraled for less than a full month of drilling sctivity) per unit of Torty (40) acres or
(419

Producing Well Rate per month $_4*300,00_per mnit of forty (40) acres or less.
(2)  Application of Overhead—Drilling Well Rate shall be as follows.

(a) Charges for onshore drilling wells shall begin on the spud date and terminate on the date the drilling and/or completion
equipment used on the well is released, whichgver occurs later Charges for offshore and inland waiers drilling wells shall
begin on the date the drilling or completion equipment amives an location and terminate on the dale the drilling or completion
equipment moves ofl location, or is released, whichever occurs first. No charge shall be made during suspension of drilling
and/or completion operations for fificen (15) or more consecutive calendar days.

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc. {COPAS)
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3

(b) Charges for any well undergoing any type of workover, pletion, and/or aband for & period of five {3} or mote
consecutive work—days shall be made a1 the Drilling Well Rate. Such charges shall be applied for the period from date
operations, with rig or other units used in op hrough date of fg or other unit release, excepr that no charges
shall be made during suspension of operations for fifteen {13) or more consecutive calendar days

(3) Application of Overhead—Producing Well Rate shall be as follows

PP

(a) An active well that is produced, injected inta for recovery or disposal, or used 1o oblain water supply to suppott operations for
any portion of the manth shall be considered a3 a one-well charge for the entire month

= tad

each p is

{b) Each active pletion in & multi pleied well shall be idered as 2 11 charge f
considered a separate well by the governing regulatory authority

{c) A one-well charge shall be made for the month in which plugging and sbandonment operations are completed on any well,
unless the Drilling Well Rate applics, as provided in Sections 111.1.B (2){a) or (b). This one-well charge shall be made whether
or not the well has produced.

(d} An active gas well shut in because of overproduction or failure of a purchaser, p | OF porter Lo Lake prod shall
be considered as & one-well charge provided the gas well is directly connected to a permanent sales outlet

(2) Any well not meeting the critetia st forth in Sections {111 B (3) (a}, (b}, (¢}, or (d} shall not qualify for a producing overhead
charge.

(4) The well rates shall be adjusted on the first day of April each yesr following the cffective date of the Agreement. provided,
however, if this A ing Procedure is hed to or otherwise goveming the payout ing under a £ g the
rates shall be adjusied on the first day of April each year following the effective date of such fi af The adj |
shall be computed by applying the adjusiment factor most recently published by COPAS. The adjusied mtes shall be the initisl or
amended rates agreed to by the Parties increased or decreased by the adjustment actor described herein, for each year from the
effective date of such rales, in accordance with COPAS MF1-47 ("Adjustment of Overhead Rates™)

e OVERHEAD—PERCEMIAGEBASIE

tH—bpemiorsheltcharge thetpntdoommbptthedihowing sates:

Lol I3 3 Rl 't A1 ik Lol L d sl 1 () 1 1
{p T freteent 3 et 1 edornt-Heoperiy—enelus )
L) Rt — npen——— Yoo oot of-tpertimpthetura-liepeny—evelusivetigosis
prvvided—umder—treeiisr - tHemnltopttesb-and—HE—thepil b pm bl Mutetml lrapeeredive—the—valte
I Lk L L '} 1 11 1 1 L. 1 L n 1 ihed
£ i : vealprepety s - . e ¢ et
1 1 1 1 W + ¢l " " Lt anit b 1L +
[ sadpithsprnthe Pherest APy
2y A (} a e (l it t bl Ll
= APy Per er-Basishe
—FheBevelopment-RatesheH-beappliedtonHeostsmreomertion-withe
B g : ) el
| 195 - | ) L. H 1 ! L. L L. £33 453 3 { PR TP
pHr=—-f-wtnr R P i fresrod-ci-at e} ¥
e yen L i i M-1hi iy
j ] 4 H Vi . n i 1 |l " (! . (!
e HbH L s e asf
[ ] N VT P Yol Y i " 4} T vl 1 b 1 ol vl 1 L L,
32} 4 . - i it @ 5 Pty s
v i 3 dh. ik LY} ¥ al L ™ L 1 JoFs 1 LAy
2 Hlagee sHARE e 5 & A ST
[T et e e
ft—Fhe-Bperatmt-Rateshat-epphak-to-ell-othorcosts in-tonpectionrwith-jom-Operstonr—weptthesembyeetto-Seetran-Hi=
Fra) Lo 1AL Fa 4 J Ik farid
+ 7 ey
2.  OVERUEAD~-MAJOR CONSTRUCTION AND CATASTROPHE
To E the Opi for overhead cosis i d in ion with & Major Construction project or Catastrophe, the Openator

sl cither megotiate a rate prior 1o the beginring of the project, of shalt charge the Joint Account for overhead based on the following
rates for any Major Construction project in excess of the Operator’s expenditure limit under the Agreement, or for any Catastrophe
regardless of the amount If the Agreemeni to which this A ing Procedure is hed does not contain an expenditre limit, Major

C ion Overhead shall be 4 for any single Major Consisuction project costing in excess of $100.000 gross.

COPYRIGHT © 2005 by Council of Petroleum Accountants Socicties, Inc. (COPAS)
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Major Construction shall mean the construction and installation of fixed assets, the cxpansion of fixed assets, and any other project clearly

discernible as a fixed asset required for the develop and operation of the Joint Propeny, or in the di I 1, aband
removal, and ion of platforms, production equip and other operating facilities.
Catastrophe is defined as a sudden calami event bringing damage, loss, of d 10 property or the environment, such as an ail

spill, blowout, explosion, fire, storm, hurricane, or other dissster. The overhead rate shall be applied 10 those costs necessary to resiore the
Toink Propenty to the equivalent condition that existed prior ko the event.

A lithe Op bsorbs the ing, design and drafting costs related to the project

[1}] *+£0___ % of 10al costs if such costs are fess than $100,000; plus
(2) __**30 % of otal cosls in excess of $100,000 but less than $1,000,000; plus

» **2.0___ % of totwl costs in excess of $1,000,000.

B.  Hihe Op charges enginecring, design and drafling costs relaled to the project dircetly 10 the Joint Account:
{1) __**50___ % of toial costs if such cosis are less than $100,000; plus
2} «*3.0 % of 1otal costs in excess of $100,000 but less than $1,000,000, plus

(&) #2200 % of (otal costs in excess of $1,000,000.

graf I panis of & single Major
Construction project shali not be ireated separately, and the cost of drilling and workover wells and purchasing and installing pumping
units and downhole anificial lifl equip shall be excluded. For C hes, the rates shall be applied 1o all costs associated with each
single ocgurrence or event.

Total cost shall mean the gross cost of any one project. For the purpose of this ¢ h, the

On each project, the Operator shall advise the Non-Operator(s} in advance which of the above options shall apply

Vel 1 foatl q

For the purposes of ing C phe Overhead, the cost of drilling relief wefls, wells, or ¢«
directly resulting from the phic event shall be included. Expenditures to which these rates apply shall nol be reduced by salvage or
insurance recoveries, Expenditures that qualify for Major Construction or Catastrophe Overhead shall not qualify for overhead under any
other overhead provisions.

ing other well operations

In the event of any conflict hetween the provisions of this Section 1112 and the provisions of Sections 112 (Labor), U5 (Services), or 117
{Affitiares), he provisions of this Section [11.2 shall govern.

3, AMENDMENT OF OVERIIEAD RATES
The ovethead rates provided for in this Section I may be amended from time lo time if, in practice, the rates are found to be insufficient
or excessive, in accordance with the provisions of Section 16 B (Amendmenis).
IV, MATERIAL PURCIHASES, TRANSFERS, AND DISPOSITIONS
The Operator is responsible for Joint A 1 Material and shall make proper and imely charges snd credits for direct purchases, transfers, and
di . The Of shall provide all Material for use in the conduct of Joint Operations; however, Malerial may be supplied by the Non-
Operators, al the Operalor's option. Material furnished by any Party shall be furnished without any express or implied ies as to quality,

fitness for use, or any other matier

DMRECT PURCIHASES

Direct purchases shall be charged 1o the Joint Account al the price paid by the Op after deduction of all i ived. The
Openator shall make good faith efforts to take di offered by suppliers, but shall not be liable for faiture to take discounts except to
the extent such failure was the result of the Op 's gross neglig or willful duct. A direct purchase shall be d d to occur
when an ag is made b an Op and a third pany for the acquisition of Material for a specific well site or location

Material provided by the Operator under “vendor stocking programs,” where the initial use is for a Joint Propetty and title of the Material
does nol pass from the manufacturer, distributor, or agent until usage, is considered a direct purchase. If Material is found 1o be defective

oris T  to the fa distributor, or agent for any other reason, credil shall be passed 10 the Joint Account within sixty (60)
days after the Operator has received adj from the facturer, distributor, or agent.
COPYRIGHT © 2005 by Council of Petroleum A Societies, Inc. (COPAS)
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TRANSFERS

A transfer is determined 1o ocour when the Operator (i) furnishes Material from a storage facility or from another operated propeny, (ii) has
assumed liability for the storage costs and changes in value, and (iii) has previously secured and held tille 1o the transferred Material.
Similarly, the removal of Material from the Joint Propenty to & stomge facility or to snother operated property is also considered a transfer;
provided, however, Material that is maved from the Joint Propenty to a storage location for safc-keeping pending disposition may remain
charged to the Joint Account and is not considered a transfet Matetial shall be disposed of in accordance with Section [V.3 (Disposition of
Swrpius) and the Agreement to which this A ing Procedure is hed

A.

PRICING

The value of Material iransferred to/from the Joint Propenty should generally reflect the market vatue on the date of physical transfer
Regardiess of the pricing method used, the Operator shall make available 10 1he Non-Og sufTicient d ion to verify the
Material valustion. When higher than speeification grade or size tubulars are used in the conduct of Joint Operations, the Op
shall charge the Joint Account at the equivalent price for well design specification tubulars, unless such higher specification grade or
sized tubulars are approved by the Panties pursuant 1o Section 1.6 A (Generat Matters). Transfers of new Material will be priced
using one of the following pricing methods; provided, however, the Op shall use i pricing methods, and not al

P

b hods for the putpose of choosing the method most f) ble to the Op for a specific transfer:

(1) Using published prices in effect on date of a3 adjusied by the appropriate COPAS Historical Price Multiplier (HPM)
or prices provided by the COPAS Computerized Equipment Pricing System (CEPS).

(a} For oil country tubulars and line pipe, the published price shall be based upon eastern mill carload base prices (Houston,
Texas, for special end) adjusted as of date of plus p ion cost as defined in Section IV 2 B (Freight).

(b} For other Materia), the published price shall be the published list price in effect at date of movement, as listed by a Supply
Store nearest the Joint Property where like Material is Iy avsilable, or point of fi plus i
cosis as defined in Section IV.2.B (Freight).

{2} Bascd on a price quotation from a vendor that reflects a curren realistic acquisition cost

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

(4) A sgreed 1o by the Panicipating Panties for Material being transferred to the Joint Property, and by the Parties owning the
Material for Material being transferred from the Joinl Property

FREIGHT

Transportation costs shall be added to the Material transfer price using the method prescribed by the COPAS Computerized

Equipment Pricing System (CEPS). If not using CEPS, transporiation costs shall be calculated as follows

(1) Transporation costs for oil country tubulars and line pipe shall be calculated using the di from eastern mill to the

Ratlway Receiving Point based on the carload weight basis
bt

CORAE M8 fMatenal Pricing
N - , . ; F
(2} Transportation costs for special mill items shall be calculated from that mill's shipping point 1o the Railway Recerving Poim
For transportation costs from other than eastern mills, the 30,000-pound intersiate truck mte shall be used. Transportation costs
for macaroni tubing shall be calculated based on the imterstate truck raie per weight of tubing transferred to the Railway
Receiving Point.

(3) Transporation costs for special end tubular goods shall be caleulated usimg the interstate truck rate from Houston, Texas, to the
Raitway Receiving Point

(4) Transporiation costs for Material other than that described in Sections IV 2.B.(1) through (3), shall be calculated from the
Supply Store or point of manufacture, whichever is appropriate, 1o the Railway Receiving Point

Regardless of whether using CEPS or ly caleulating T ion costs, costs from the Railway Receiving Point

1o the Joint Propenty are in addition to the foregoing, and may be charged 1o the Joint Account based on actual costs incurred. All

transportation costs are subject to Equalized Freight as provided in Seetion 114 (Tramsporaion) of this Accounting Procedure

TAXES

Sales and wse taxes shall be added to the Material transfer price using eithet the method contained in the COPAS Computerized
Equipment Pricing System (CEPS) or the applicable 1ax rate i effect for the Joint Propeny st the time and place of transfer In either
case, the Joint Account shall be charged of credited at the mate that would have governed had the Material been a direct purchase

COPYRIGHT © 2003 by Council of Petrol, A Soci Inc. (COPAS)
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D. CONDITION

{1) Conditien “A™ = New and unused Material in sound and serviceable condition shall be charged &t one butidred pereent (100%)
of the price as determined in Scetions 1V 2 A (Pricing), TV 2.8 (Freighi), and IV 2.C (Tizeer). Malerial irmnsferred from the
Joint Propenty that was not placed in service shall be credited s charged without gain or loss; provided, however, any unused
Material that was charged to the Joint Account through a direct purchase will be credited to the Joint Account at the original
cast paid Tess restocking fecs charged by the vendor New and unused Material transferred from the Joint Property may be
crediled at a price other than the price originally charged to the Joint Account provided such price is approved by the Parties
owning such Material, pursuant to Section L6 A (General Maiters). All refurbishing costs required or ¥ to return the
Material to originel condition or 10 ¢orrect handling, transportation, of other damages will be borne by the divesiing propeny
The Joint Account is ible for Material ion, handling, and transportation costs for new and unused Material

P PIeR

charged 10 1he Joint Property either through a direct purchase or ransfer Any preparation costs incurred, including any intemal
or external coating and wrapping, will be crediled on new Material provided these services were not repeated for such Maienal

for the receiving propeny

(2) Conditicn ¥B” = Used Material in sound and serviceabl dition and suitable for reuse without reconditioning shall be priced
by multiplying the price determined in Sections I1V.2.A (Pricisg), V.2 B (Freight), and 1V 2.C (Taxex) by seventy-five percent
(75%).

Excepl as provided in Section IV 2.D{3), afl reconditioning costs required to retumn the Material 1o Condition “B” or 10 correct
will be bome by the divesting propeny

handling, portation of other d

If the Malerial was originally charged 1o the Joinl Account as used Maierial and placed in service for the Joint Property, the
Material will be credited at the price determined in Sections IV 2 A (Pricing), 1V 2 B (Freight), and IV 2 C (Taxes) mulliplied
by sixty-five percent (65%).

Unless otherwise agreed to by the Parties that paid for such Material, used Material transferred from the Joitt Property thar was
not placed in service on the propenty shall be credited as charged without gain or loss

{3) Condition *C" - Material that is nol in sound and serviceable condition and not suitable for its original function until afcr
reconditioning shall be priced by multiplying the price deteemined in Sections [V 2 A (Fricing), IV .2 B {Freighr), and [V.2C
(Tixes) by filty percent (50%).

The cost of reconditioning may be charged 1o the receiving property to the exiemt Condition “C” value, plus cost of
reconditioning, docs not exceed Condition “B" value.

(4) Condition “D" - Material that (i) is no longer suilable for its original purpose but ble for some olher purpase, (ii) is
obsolete, or (iii) does not meet original specifications but still has value and can be used in other applications as a substitute for
itesns with differen specifications, is considered Condition “D" Material Casing, tbing. or drill pipe used a3 line pipe shall be
priced as Grade A and B less line pipe of compamble size and weight. Used casing, twbing, or drill pipe utilized a3 line
pipe shall be priced at used ling pipe prices. Casing, wbing, or drill pipe used as higher pressure service lines than standand line
pipe, £.g.. power oil lines, shall be priced under normal pricing procedures foc casing, tubing, or drill pipe. Upset tubular goods
shall be priced on a non-upsct basis. Foe other items, the price used should result in the Joir Account being charged or crediled
with the value of the service rendered or use of the Material, or as agreed to by the Panies pursuant to Section 1.6.A (Generaf
Maitersy,

{5) Condition “E" ~ Junk shall be priced at prevailing scrap value prices.
E.  OTHER PRICING PROVISIONS
(1} Preparation Costs

Subjeet to Section 1l (Direcr Charyres) and Seciion W (Overhead) of this A ing Procedure, costs i d by the Operatar
in making Material serviceable including inspection, third party surveillance services, and other similar services will be charged

10 the Joint Account at prices which reflect the Operator’s aclual costs of the services. Documentation must be provided to the

Nan-Operators upon request to support the cost of service. New coating and/or wrapping shall be idered & comy of
the Materials and priced in accordance with Scetions 1V 1 (Direer Purchases) or IV 2.A (Pricing), as applicable. No charges or
gredits shatl be made for used coating gr wrappipg. o . | . | .
Charges and i ! 7
CORABMELIS-EMareriek Retcing Manal)

{2) Loading and Unloading Costs

Loading and unioading costs related 10 the movement of the Muerial to the Joint Propeny shall be charged

w’wﬁdﬁmﬂmﬁw i o = 3 qet = 3
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DISPOSITION OF SURPLUS

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

either a third party, a Non-Opemtor, or to the Operator. To avoid the accurnulation of sutplus Material, the Operator should make good
faith elfons to dispose of surplus within twelve {12} months through buy/sale agreements, Irade, sale (o a third party, division in kind, or
other dispositions as agreed to by the Parties,

Dispositions for the purpose of this p dure are idered to be the relinquish of title of the Material from the Joint Property to

Dispasal of surplus Materials shall be made in accordance with the terms of the Agreement 1o which this Accounting Procedure 13
snached. i the Agreement iny no pravisiony g ing disposal of surplus Mateial, the following terms shall apply

*  The Operator may, through a sale 10 an unrelated third panty or entity, dispose ol surplus Material having » gross sale value that
is less than or equal 1o the Operator's expendinire limit as set Torh in the Agreement 1o which this Accounting Procedure is
attached without the prior approval of the Parties owning such Material

= If the gross sale value exceeds the Agl expenditre limil, the disposal must be agreed to by the Parties owning such
Materiz]

¢ Opemtor may purchase surplus Condition “A” or “B” Maictial without approval of the Parties owning such Material, based on
the pricing meikoda s¢1 fonh in Section 1V 2 (Transfers).

¢ Opemtor may purchase Condition “C" Material without prior approval of the Partics owning such Material if' the value of the
Materials, based on the pricing methods set forth in Section IV.2 (Transfers), is less than or equal to the Operator’s expenditure

limitation set forth in the Agreement. The Operator shall provide d pporting the classification of the Material as
Condition C
LI + may dispose of Condition “D™ or “E™ Material under procedures normally utilized by Operator without prior approval

of the Partics owning such Material
SPECIAL PRICING FROVISIONS
A PREMIUM PRICING

Whenever Material is svailable only at inflated prices due to national gencies, sirikes, g imposed foreign trade
restrictions, or other unusual causes over which Lhe Operator has no control, for direct purchase the Operalor may charge the Joint
Account for the required Material a1 the Op *s actual cost incurred in providing such Matetial, making it suitable for use, and
moving it to the Joint Property. Material wransferred or disposed of during premium pricing situations shall be valued in accordance
with Section IV.2 (Transfers) or Section V.3 (Disposition of Surphes), as applicable,

B SHOP-MADE ITEMS

Ttems fabricated by the Of ‘s | , OF by laborers under the direction of the Operutor, shall be priced using the

L4

value of the Material used (o construct the item plus the cost of labor to fabricate the item If the Material is from the Operator’s

scrap or junk account, the Material shall be priced at either twenty-five percent (25%) of the current price as determined in Section
IV.2 A (Pricing} or scrap value, whichever is higher In no event shall the atmount charged exceed the value of the item
cammensurate with its use.

C  MILL REJECTS
Mill rejects purchased as “limited service™ casing of lubing shall be priced s eighty percent {30%) of K-55/1-55 price as determined in

Section [V.2 {Transfers). Line pipe converted 1o casing or twhing with casing or tubing couplings attached shall be priced as K-55/J-
55 casing or fubing at the nearest size and weight.

V. INVENTORIES OF CONTROLLABLE MATERIAL

The Operator shall maintain records of Controllable Material charged to the Joint Account, with sufTicient detail to perform physical inventoties

Adjustiments to the Joint Account by the Operator resulting from a physical inventory of Controllable Material shall be made within twelve (12)
months following the taking of the inventory or receipt of Non-Operator inventory report. Charges and credits for overages or shortages will be
valued for the Joint Accounl in accordance wilh Section IV 2 (Transfers) and shall be based on the Condition “B” prices in effect on the date of
physical inventory unless the inventorying Parties can provide sufficient evidence another Material condition applies.

COPYRIGHT € 2005 by Council of Peimoleum A Societies, Inc (COPAS)
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DIRECTED INVENTORIES

Physical inventories shall be performed by the Operator upon wrilten request of a majority in working interests of the Non-Opcratars
(hereinafter, “direcied inventory™), provided, however, the Operator shall not be required 1o perform directed inventories more frequently
than once every five (5} years. D d in shall be d within one hundred eighty (180) days after the Operaior receives
writien motice that a majority in interest of the Non-Operators has requested the inventory All Parties shall be governed by the resulis of
any direcied inventory

Expenses of directed inventories will be bome by the Joint Accouny; provided, however, cosis associaied with any posi-report follow-up
wotk in settling the inventory will be absorbed by the Party incurring such costs. The Of is expected to ise fudg in keeping
expenses within reasonable limits. Any i disproporti of dinary costs should be discussed and agreed upon prior to

of the y Expenses of directed i

ies may include the foll

A. A per diem rate for each inventory person, ve of actual , wages, and payroll burdens and benefits of the personnel

performing the inventory or a rate agreed to by the Panics pursuant o Section 16 A (General Matiers). The per diem rate shall also
be applicd 1o a reasonable number of days for pre-inventory work and report preparation.

B Acwal ransportation costs and Personal Expenses for the inventory team
and distribution 10 the Non-Operalars.

C R |l ol for report |

NON-DIRECTED INVENTORIES
A, OPERATOR INVENTORIES

Physical ies that are not reg d by the Non-Operalors may be performed by the Operator, at the Opernior’s discretion, The
expenses of conducting such Operator-initiated inventarics shall not be charged to the Joint Account,

B. NON-OPERATOR INVENTORIES
Subject 10 the terms of the Agreement to which this A ing Procedure is hed, the Non-Op s may conduct a physical
inventory at reasonable times a1 their sole cost and risk afler giving the Operalor at Teast ninety (90) days prior written notice. The
Non-Opentar inventory repon shall be fumished 1o the Operalar in whting within ninety (90) days of compleiing the inventory
fieldwork.

€. SPECIAL INVENTORIES

The exp of conducting i ies other than those described in Sections V| (Direcied laventories), ¥.2.A {(Operoir
Inventories), ot V.2B {(Now-Operator [rventories), shall be charged 1o the Pany requesting such inventory; provided, however,
inventoties required due 10 8 change of Operator shall be charged 1o the Joint Account in the same manner as described in Section
V.1 (Directed Imventories).

%L OTIER PROVISIONS

Notwithstanding anvthing berein o the conteary. Operator shall charge dicect (o e Foint Account all costs for third gariy or consulting
services, malerials for land, legal, and accounting services. including, without limitstion, title research, lease acquiiions and tille
opiniens.

COPYRIGHT © 2005 by Council of Petrol A Secieties, Inc (COPAS)
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EXHIBIT“D™

Attached 1o and made a part of that centain Operating Agreement by and between AM Idoho, LLC, as Operator, and _
, et al, as Non-Operator, dated effective the day of . 2012,
covering the Prospect, Canyon, Gem, Payetic and Washingion Counties, [dsho, Malheur
County, Oregon,

INSURANCE EXINBIT

The Operator, during the term of this Apreement, shall carry insurance for the benefit and ot the expense of the
parties hereto as follows unless notified in writing by Non-Operator(s)

(A) Worker's Compensation [nsurance as contemplated and required by the Laws of the state in which
aperations will be conducted

(B) Employer's Liability lnsurance with a minimum limit of $1,000,000 00.

(8] Commercial Automobile Liability Insurance with a combined single limit of not less than
$1,000,000.00 per occurtence

{D) Commercial General Linbility Insurance with an occurrence limit of $1,000,000.00

{E) Excess Liability Coverage with an each occurrence and peneral aggregate limit of not less than
$5,000,000.00
{F) Control of Well [nsurance with the following limits for weils to be drilled,

$10MM for wells with completed well cost AFE’s < $4MM

$20MM for wells with completed well cost AFE’s $4MM to $7 5MM

$30MM for wells with completed well cost AFE's $7. 5MM 10 $10MM

$40MM for wells with completed well cost AFE’s = $10MM

Operator's conirol of well insurance shall cover the cost of controlling a well out of control, the
expenses invelved in re-drilling or restoring the well, and certain other related costs, including
liability for seepage and pollution and liability for items in Operator's care, custody, and control
($5,000,000 CCC Limit)

(G) Oil Lease Properly coverage as determined by Operator

The Operator shall charge the joint account for insurance premiums, and in event of a claim, the proportionate share
of the deduciible/retention, Losses nol covered by such insurance shall be charged o the joint account
prepontionalely. The Operator is solely responsible for selection of covernges but is not responsible for solvency of
any [nsurer(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 agninst the Non-Operator, its affiliates,
subsidiaries and employees. 1n addition, the Non-Opcrating panty shall be named as an additional insured under the
policies listed

In the evemt a Non-Operating party elects not to be covered for well control insurance, the Non-Operator shall notify
operator prior to the spud date of 2 well and provide certificate of insurance with equal or higher limits of coverage
By such refusal of coverape the Non-Operating party agrees to be responsible for his proportionate share of such
loss and shall be deemed to have indemnified the Operater of any such loss that would have been covered under the
Operstor’s coverage, regardiess of the degree or type of negligence, either sole, joint, concursent, or gross, anything
in this agreement 1o the contrary notwithstanding.

End of Exhibit “D”



Exhibit “E”

Attached 10 and made a part of that cenain Operating Agreement by and between AM Idaho, LLC, as Operator, and

the

et al, as Non-Operator, daled effective the day of 2012, covering
Prospect, Canyon, Gem, Payetic and Washingion Counties, ldahe; Malheur County, Oregon.

Gas Balancing Agreement
NOQTICE - Monthlv Cash Balancing Form

I DEFINITIONS
The following definitions shall apply to this Agreement

1.01

1.02

1.03

1.04

1.05

1.07

1.08

1.09

“Amm’s Length Agreement” shall mean any gas sales agreement with an unafiliated purcheser of any pas sales
agreement with an afiliated purchaser where the sales price and delivery conditions under such agreement are
representative of prices and delivery conditions existing under other similar agreements in the area between
unaiTiliated parties a1 the same time for natural gas of comparable quality and quantity

“Balancing Area” shall mean cach well subject to the Joint Operating Agreement thal produces Gas or is allocated
a share of Gas production. If a single well is compleied in two or more producing intervals, cach producing
interval from which the Gas production is not commingled in the wellbore shall be considered a separate well.

“Full Share of Current Production” sha!l mean the Percentage interest of each Party in the Gas actually produced
from the Balancing Area during each month,

“Gas” shall mean all hydrocarbons produced or producible from the Balancing Area, whether from a well
clussified as an oil well or gas well by the regulatory agency having jurisdiction in such matters, which are or may
be made available for sale or separate disposition by the Partics. excluding oil, condensate and other liquids
recovered by field equipment operated for the joint account. “Gas™ does not include gas used in joint operations,
such as for fuel, reeycling or reinjection, or which is vented or lost prior to ils sale of delivery from the Balancing
Arca.

“Makeup Gas™ shall mean any Gas taken by an Underproduced Party from the Balancing Area ity excess ofits Full
Share of Current Production pursuant to Section 3.3

“MCF™ shall mean one thousand cubic feet. A cubic foot of Gas shall mean the volume of gas contained in one
cubic foot of space at a standard pressure base and at a standard temperature base,

“MMBTU" shal! mean one million British Thermal Uaits, A British Thermal Unit shall mean the quantity of leat
required to raise onc pound avoirdupois of pure water from 58.5 degrees Fahrenheit 10 59.5 degrees Fahrenlieit at
& constant pressure of 14,73 pounds per square inch absolute

“Operalor” sliall mean the individual or entity designated under the terms of the Joint Operating Agreement, or, in
the event this Agreemient is not employed in connection with a Joint Operating Agreement, the individual or entity
designated as 1he operator of the well(s) located in the Balancing Arca.

“Overproduced Pasty” shall mean any Party having 1aken a greater quantity of Gas from the Balancing Arca than
the Percentage [nterest of such Party in the cumulative quantity of all Gas produced from the Balancing Arca.

“Qverproluction” shall mean the cumulative quantity of Gas taken by a Party in excess of its Percentage Interest
in the cumulative quantity of all Gas produced from the Balancing Area.

“Party” shall mean those individuals or entities subject to this Agreement, and their representative heirs,
SUCCEssors, transferees and assigns.

“Percentage Interest” shall mean the percentage or decimal interest of each Party in the Gas produced from the
Balancing Area pursuant 10 the Joint Operating Agreement covering the Balancing Area.

“Royalty” shall mean payments on preduction of Gas from the Balancing Area 1o all owners of royalties,
overtiding royalties, production payments or similar interests.

“Underproduced Party™ shall mean any Party having taken a lesser quantity of Gas from the Balancing Area than
the Percentage Interest of such Party in the cumulative quantity of all Gas produced from the Balancing Area.

“I'nderproduction” shall mean the deficiency between the cumulative quantity of Gas taken by a Party and its
Percentage Interest in the cumulative quantity of all Gas Produced from the Balancing Area.

“Winter Period” shall mean the monih(s) of October - December in one calendar year and the month(s) of
January - March in the succeeding calendar year

1. BALANCING AREA

If this Agreement covers more than one Balancing Area, it shall be applied as if each Balancing Area were covered by
separate but identical agreements.  All balancing hercunder shall be on the basis of Gas taken from the Balancing Area
measured in MMBTU's,

[LIN RTIES TQ TAKE GA¢
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Each Party shall notify the Operator, or cause the Operator 10 be notilied of the volumes nominated, the name of
the transporting pipeline and the pipeline contract number (if available) and meter station relating to such
delivery, sufficiently in advance for the Operator, acting with reasonable diligence, 10 meet all nomination and
other requirements. Operator is authorized to deliver the volumes so nominated and confimmed (if’ confirmation is
required) to the transporting pipeline in accordance with the terms of this Agreement

Each Party shall make a reasonable, good faith cffort 1o take its Full Share of Curremt Production at all times

When a Party fails for any reason to take its Full Share of Current Production (as such Share may be reduced by
the right of the other Partics to make up for Underproduction as provided herein), the other Paries shall be
entitled to 1ake any pas which such Party fails (o take. To the extent practicable, such Gas shall be made available
initially to each Underproduced Party in the proportion that its Percentage Intesest in the Balancing Area bears to
the total Percentage Interests of all Underproduced Parties desinng 10 take such Gas. IF all such Gas is not taken
by the i'nderproduced Partics, the portion not taken shall then be made available 1o the other Parties in the
proportion that their respective Percentage Interests in the Balancing Area bear to the total Percentage Interests of
such Parlies.
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w.

V.

V1.

34 All Gas taken by a Party in accordance with the provisions of this Agreement, regardless of whether such Panty is
underproduced or overproduced, shall be regarded as Gas taken for its own account with title thereto being in such
taking Panty

35  Inthe cvent that a Party fails 1o make arrangements 1o take its Full Share of Current Production, the Operator may
sell any part of such Party’s Full Share of Current Production that such Party fails 1o take for the account of such
Party and render 10 such Panty, on a current basis, the full proceeds of the sale, less any reasonable marketing,
compression, treating, gahering or transportation costs incurred directly in connection with the sale of such Full
Share of Current Production. [n making the sale contemplated herein, the Operator shall market such Pany’s
propoeriionate share of gas produced from the conimact Area on terms no less advantageous than those on which
Operalor matkets to any non-affiliate its own proportionate share of gas produced from the Contract Area. Any
such sale by Opemtor under the terms hereof shall be only for such reasonable periods of time as are consistent
with the minimum needs of the industry under the particular circumstances, but in no event for a period in excess
of one {1) year. Notwithstanding the provisions of Article 3.4 hereof, Gas sold by Operator for a Pasty under the
provisions hereof shall be deemed to be Gas taken for the account of such Party. Notwithstanding any provision
herein, Operator will nol make any sales under this Section 3.5 unless it has first notified a Party with seven (7)
days written notice that a sale hereunder is contemplated.

CASII BALANCING

Effective the first day of any calendar month, following the receipt of the Statement of Gas Balances as provided in
Article V below, each Overproduced Party shall make payment 1o the Operator so as to eliminate ils overproduction as
provided in Article Vi1 below

STATEMENT OF GAS BALANCES

5.1  The Opermtor will smaintain appropriate accounting on & monthly and cumulative basis of the volumes of Gas that
each Party is entitled to receive and the volumes of Gas actually taken or sold for cach Party’s account. Within
sixty (60) days afier the month of production, the Operator will furnish a statement for such month showing {1)
cach Party’s Full Share of Current Production, (2) the total volume of Gas actually taken or sold for each Party's
account, (3) the difference between the volume taken by cach Party and thar Party's Full Share of Curmrent
Production, (4) the Overproduction or Underproduction of each Party, and (5) other data as recommended by the
provisions of the Council of Petroleum Accoumiamis Socictics Bulletin No. 24, as amended or supplemenied
hereafier. Each Party taking Gas will prompily provide 1o the Operator any data required by the Operator for
preparation of the statements required hercunder

52 I any Party fails 10 provide the data required herein timely, the Operator, or where the Operator has failed o
provide data, another Party, may audit the production and Gas sales and transposntation volumes of the non-
reporting Party to provide the required data.  Such audit shall be conducted only afler reasonable notice and
during normal business hours in the office of the Party whose records are being audited.  All costs associated with
such audit will be charged to the account of the Party failing to provide the required data.

YME PRODUCTE

6.1  Each Party waking Gas shall pay or cause to be paid all production and severance taxes due on oll volumes of Gas
actually taken by such Party.

62  The Operator shall pay or cause 1o be paid all Royalty due with respect to Royalty Owners to whom it is
accountable based on the volume of Gas actually taken for the respective Parties’ account.

6.3 In the even thot any governmental authority requires that Royalty paymems be made on any other basis than thal
provided for in this Section VI, each Party agrees to make such Royalty payments accordingly, commencing on
the effective daic required by such governmental authority, and the method provided for herein shall be thereby

superseded.

VIL CASISETTLEMENTS

7.1 Effective the first day of any calendar month following the receipt of the Statement ol Gas Balances as provided in
Article V below, any Overproduced Party shall forward, via wire transier, the cash amount of the value of its
overproduction to the Operator. The Operator shall, within fifteen (15) days thereafter, pay to the respective
Underproduced Party(ies) its (their) proportionate share of the value of the overproduction.

7.2 The amount of the cash setilement will be based on the proceeds received by the Overpreduced Party under an
Arm's Lengih Agreement for the Gas taken from time to lime by the Overproduced Party in excess of the
Overproduced Party’s full share of Current Production, Any Makeup Gas taken by 1he Underproduced Party prior
to monetary settlement hereunder will be applied to offset Overproduction chrenologically in the order of accrual.

7.3 The values used for calculating the cash settlement under Section 7.2 will include all proceeds received for the
sale of the Gas by the Overproduced Party calculated at the Balancing Area, afier deducting any production or
severance laxes paid ond any Royalty actuafly paid by the Overproduced Party 1o an Underproduced Panty's
Royalty owner(s), to the extent said paymenls amounied to a discharpge of said Underproduced Pany’s Royalty
obligation, as well as any reasonable marketing, compression, treating, gathering or transportation costs incurmed
direcily in connection with the sale of the Overproduction,

7.4 To the extent the Overproduced Party did not sell all Overproduction under an Arm’s Lenpth Apreement, the cash
settlement will be based on the weighted average price received by the Overproduced Party for any gas sobd flom
the Balancing Area under Arm’s Lenmth Apreements during the months to which such Overproduction is
attributed. In the event that no sales under Arm’s Length Agreements were made during any such month, the cash
settlement for such month will be based on the first of the month weighted average spot sales prices published for
the applicable pipelines in the applicable geographic arca during such month, first, using Inside FERC's Gas
Matket Report and, then, using Natural Gas intelligence if Inside FERC is no longer published. Should these
publications cease to exist, a mutually acceptable pricing bulletin will be used,

1.5  Interest compounded at the prime mic in effect at Citibank N.A. of New York plus 4% per annum or the maximum
lawful raie of interest applicable 10 the Balancing Area, whichever is less, will accrue for all amounts due under
Section 7.1, beginning the first day following the date paymemt is due, Such interest shall be bome by the
Operator or any Overproduced Party in the proportion that their respective delays beyond she deadlines set out in
this Section, contributed lo the accrual of the interest.

7.6 That portion of any menies collected by an Overproduced Party for Overproduction which is subject to refund by
orders of the Federal Energy Regulatory Commission or other governmental authority may be withhicld by the
Overproduced  Party until such prices are fully approved by such povernmental authority, unless the
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VIIL

IX.

XL

XI.

Xun

Underproduced Party fumishes & corporate underiaking. acceptable to the Overproduced Party, agreeing to hold
the Overproduced Party harmless from financial boss due to refund orders by such govemmental authority.

LESTING

Nomwithstanding any provision of this Agreement 1o the contrary, any Party who is sclling its gas production
independently of Operator shall have the right, from time to time, to produce and take up to one hundred percent (100%)
of a well's entire Gas siream {0 meet the reasonable deliverability tesi(s} required by such Pany's Gas purchaser, and the
right to take any Makeup Gas shall be subordinate to the right of any Party to conduct such tesis, provided, however, that
such tests shall be conducted in accordance with prudent operating practices only afier ten (10) days’ priot writien notice
10 the Operalor and shall last no longer than seventy-two (72) hours.

OPERATING COSTS

MNothing in 1his Agresment shall change or affect any Party's obligation 1o pay its propertionate share of all costs and
liabilities incurred in operations on or in connection with the Balancing Area, as its share thereof is set forth in the Jeint
Operating Agreement, irrespective of whether any Party is at any time selling and using Gas or whether such sales or use
are in proportion 1o its Percentage Interest in the Balancing Area.

LJOUIDS

The Parties shall share proportionaicly in and own all liquid hydrocarbans recovered with Gas by field equipment
operated for the joint account in accordance with their Percentage Interests in the Balancing Area

AUDIT RIGUTS

Notwithstanding any provision in this Agreement or any olher agreement between the Parties hereio, and further
notwithstanding any termination or cancellation of this Agreement, for a period of two (2) years from the end of the
calendar year in which any information to ke furnished under Section V or VI! hereof is supplied, any Party shall have the
right 1o audit the records of any other Party regarding quantity, including but not limited to information regarding BTU-
comtent. Any Underproduced Party shall have the nght for a period of two {2) years from the end of the calendar year in
which any cash settlement is received pursuant to Section VII 10 audi the records of any Overproduced Party as to all
maiters concering values, icluding but not limited to information regarding prices and disposition of Gas from the
Balancing Area. Any such audit shall be conducied at the expense of the Party or Parties desiring such audit, and shall be
conducted, afier reasonable notice, during normal business hours in the office of the Pany whose records are being
audited. Each Party hereto agrees to maintain records as to the volumes and prices of Gas sold each month and the
Volumes of Gas used in its own opemations, along with the Royalty paid on any such Gas used by a Party in its own
operations,  The audit rights provided for in this Section XI shall be in addition o those provided for in Section 5.2 of
this Agreernent.

1ISCELLANEOU

12.1  As between the Partics, in the event of any conflict between the provisions of this Agreement and the provisions
of any gas sales contract, or in the eveni of any conilict between the provisions of the Joint Operating Agreement,
the provisions of this Agreement shall govern.

122 Each Party agrees 1o defend, indernily and hold hannless all other Parties from and against any and oll liability
for any claims, which may be asserted by any thind Party which now or hereafier stands in a contractual
relationship with such indemnifying Party and which anse out of the operation of this Agresment or any activities
of such indemnifying Party under the provisions of this Agreement, and does further agree 1o save the other
Parties harmless from all judgments or damages sustained and costs incurred in connection therewith.

12.3  Except as otherwise provided in this agreement. Operntor is authorized to administer the provisions of this
Agreement, but shall kave no liability to the other Parties for losses sustained or liability incurred which arise owt
of or in consection with the performance of Operator's duties hercunder, except such as may resull from
Operator's gross negligence or willful misconduct. Operator shall not be liable to any Underproduced Party for
the failure of any Overproduced Party (other than Operator) to pay any amounis owed pursuant to the temms
hereof.

124 This Agreement shall remain in full force and effect for as long as the Joint Operating Agreement shall remain in
force and effect as to the Batancing Area, and thercafier uniil the Gas accounts between the Partics are settled in
fill, and shall inure to the benefit of and be binding upon Ihe Parties herelo, and their respective heirs, successors,
legal representalives and assipns, if any. The Parties hercto agree to give nolice of the exisience of this Agreement
10 any successor in interest of any such Pary and to provide that any such successor shall be bound by this
Agreement, and shall further make any transfer of any interest subject 10 the Joint Operating Agreetent, or any
part thereol, also subject 10 the terms of this Agreement.

12.5  Unless the context clearly indicates olherwise, words used in the singular include the plural, the pluml includes
the singular, and the neuter gender includes the masculine and the feminine.

126 This Agreement shall bind the Panlies in accordance with the provisions hereof, and nothing herein shall be
construed or interpreted as creating any rights in any person or entity nol a signalory hereto, or as being a
stipulation in favor of any such person or entity.

12.7  If contemporancousty with this Agreement becoming effective, or thereafler, any Panty requests that any other
Party execute an appropriate memorandum of nolice of this Agreement in order to give third parties nolice of
record of same and submits same for execution in recordable form, such memorandum or notice shall be duly
executed by the Pany 10 which such request is made and delivered promptly thercafier to the Party making the
request. Upon receipt, the Party making the request shall cause the memorandum or notice to be duly recorded in
the appropriate real property or other records affecting the Balancing Area,

i2.8  In the event federal 1ax regulations require a uniform method of computing taxable income by all Partics, the
Parties agree 1o negotiate in good faith to agree upon such a uniform method that is in accordance with the
requirements of said tax regulations.

ASSIGNMENT AND RIGHTS UPON ASSIGNMENT

13.1  Subject to the provisions of Sections 13.2 and 13.3 hereol, and notwithstanding anything in this Apresment or in
the Joint Operating Agrectnent 10 the contrary, if any Party assigns {including any sale, exchange or other transfer)
any of ils working interest in the Balancing Area when such Party is an Undemproduced or Overproduced Pary,
the assignment or other act of transfer shall, insofar as the parties hereto are concemed, include all interest of the
assigning or transfemring Party in the Gas, all ights to receive or obligations to make any monetary payment which
may ultimately be due hereunder, as applicable. Operator and each of the other Parties hereto shall thereafter treat
the assignment accordingly, and the assigning o transferning Party shall look solely to its assignee or other
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132

13.3

transferee for any interest in the Gas or monciary payment that such Party may have or to which it may be entitled,
and shall cause its assignee or other transferee 10 assume its obligations hereunder.

Notwithstanding anything in this Agreement {including but not limiled to the provisions of Section §3.1 hereof) or
in the Joint Operating Agreement 10 the contrary, and subject to the provisions ol Section 13.3 bereof, in the event
an Overproduced Party intends to sell, assign, exchange or otherwise transfer any of ils isterest in a Balancing
Area, such Overproduced Party shall notfy in writing the other working inlerest owners who are Parties herelo in
such Balancing Area of such fact at least thirty (30) days prior to closing the transaction. Thercafier, any
Underproduced Party may demand from such Overproduced Panty in wiiting, within twenty (20) days after receipt
of the Overproduced Party's notice, a cash seitlement of its Underproduction from the Balancing Arca. The
Operator shall be notified of any such demand and of any cash settlement pursuant (o this Section X111, and the
Overproduction and Underproduction of each Party shall be adjusted accordingly. Any cash settlement pursuant
to this Section X1 shall be paid by the Overproduced Party (i} in accordance with Article VI or (ii) at the closing
of the ransaction in which the Overproduced Party sells, assigns, exchanges or otherwise transfers its interest in a
Balancing Area, whichever is the earlier, and shall bear interest at the rate set forih in Section 7.5 hereol,
beginning sixty (60) days after the Overproduced Party's sale, assignment, exchange or transfer of its inlerest in
the Balancing Area for any amoums not paid. Provided, however, if any Underproduced Panty does not s0
demand such cash setilement of its Underproduction from the Balancing Area, such Underproduced Party shall
look exclusively to the assignee or other successor in interest of the Overproduced Party giving notice hereunder
for the satisfaction of such Underproduced Party's Underproduction in accordance with the provisions of Section
13 1 hereof.

The provisions of this Section XI1I shall not be applicable in the event any Party mortgages its interest or disposes
of its interest by merger, reorganization, consolidation or sale of substantially all of its assets 1o a subsidiary or
parent company, or to any company in which any parent or subsidiary of such Party owns & majority ol the stock
of such company

End of Exhibit “E”



EXHIBIT “F"

Attached to and made a part of that cenain Operating Agreement by and between AM Idaho, LLC, as
Operator, and , et al, as Non-Operator, dated effective the day of _
2012, coveringthe ____ Prospect, Canyon, Gem, Payette and
Washington Counties, Idaho; Malheur County, Oregon.

MEMORANDUM OF OPERATING AGREEMENT
AND
FINANCING STATEMENT
THE STATE OF

COUNTY OF

R U U

THIS AGREEMENT is made and entered into by and between AM [daho, LLC, (hereinafter referred 10 as
"OPERATOR"), and the undersigned parties (hereinafler referred 1o as "NON-OPERATORS").

WHEREAS, the porties to this Memorandum of Operating Agreement ond Finoncing Stotement
(hereinafler referred to as "Agreement”) are owners of certain Oil and Gas Leases and/or Oil and Gas [nterests
covering the Prospect Area described in Exhibit "A" which is attached to and made a part the
Operating Agreement (said Land(s), Lease(s) and [nterest(s) are hereinafler referred to as the "Contract Area”), and
in gny instance in which the Lease(s) or Interest(s) of a party are not of record, the record owner and the party hereto
that owns the interest or rights therein are reflected on said Exhibit "A", AND,

WHEREAS, the parties hereto have subjected their interests in the Contract Area to on Operating
Apreement dated effective the _____ day of , 2012 governing operations on and in the
Contract Area, by and between OPERATOR and NON-OPERATORS, (such Operating Agreement hereinafier
referred to as the "Operating Agreement™), covering the Contract Area for the purpose of exploring and developing
such lands, Leases and Interests for ail and gas, AND,

WHEREAS, the parties hereto have executed this Agreement for the purpose of impaning notice 10 alt
persans of the rights and obligations of the parties under the Operating Agreement and for the further purpose off
perfecting those rights capable of perfection;

NOW, THEREFORE, in consideration of the mutual rights, covenants and obligations of the parties hereto,
it is hereby agreed between the parties as follows:

i This Agreement is a supplemental to the Operating Agreement, which, for all purposes reference 1s hereby
made and the terms and provisions contained therein are incorporaled herewith in their entirety, and all
terms used herein shall have the same meaning ascribed to them in said Operting Agreement

[

The parties hereby apree that:

A The Oil and Gas Lease(s) and/or Oil and Gas Interest(s) of the parties compnised by the Contract
Area shall be subject to and burdened with the terms and provisions of this Agrcement and the
Operating Agreement, and the parties do hereby commit such Lease)s) and Interesi(s) to the
performance thereof.

B The exploration and development of the Contract Area for oil and gas shall be governed by the
terms and provisions of the Operating Agreement, as supplemented by this Agrecment.

C: All costs and liabilities incurred in operations under this Agreement and the Operating Agreement
shall be borne and paid, and all equipment and materials acquired in operations on the Contract
Area shall be owned, by the parties hereto, as provided in the Operating Agreement.

D. Regardless of the record title ownership to the Qil and Gas Leases and/or Oil and Gas Interests
identified on Exhubi *A", all production of oil and gas from the Contract Area shall be owned by
the parties as provided in the Operating Agreement; provided nothing contained in this Agreement
shall be deemed an assignment or cross-assignment of interests covered hereby.

E. Each party shell pay or deliver, or cause 1o be paid or delivered, all burdens on its share of the
production from the Contract Aren as provided in the Operating Agreement.

F Any ovemiding royalty, production psyment, net profits interest or other burden payable outl of
production hereafter created. assignments of production given as security for the payment of
money and those overriding royalties, production payments and other burdens payable out of
production heretofore created and defined as Subsequently Created Interests in the Operating
Agreement shaoll be (i) borne solely by the panty whosc interest is burdened therewith, (i) subject
10 suspension il a parly is required to assign or relinquish to another party an interest which is
subject to such burden, and (1ii} subject 1o the lien and security interest hereinafter pravided if the
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party subject 1o such burden fails to pay its share of expenses chargeable hereunder and under the
Operoting Agreement, all upon the terms and provisions and in the times and manner provided by
the Operating Agreement.

The Oil and Gas Leases znd’or Oil and Gas [nterests which are subject herete may not be assighed
or transferred except in accordance with those terms, provisions and restrictions in the Openating
Agreement regulating such transfers, This Agreement snd the Operating Agreement shall be
binding upon and shall inure to the benefit of the paries herelo, and their respective heirs,
devisees, Jepal representatives, and assigns.

The parties shall have the right 1o acquire an interest in any rencwal, extension or replacement
leases, leases proposed 1o be surrendered, wells proposed to be abandoned, and interests to be
relinquished as a result of non-participation in subsequent operations, all in accordance with the
terms and provisions of the Gpernting Agreement.

The rights and obligations of the parties and the adjustment of interests among them in the event
of o failure or loss of title, foilure to participate in acquisitions under the Area of Mutual Interest or
the participation in a greater interest in such acquisitions, cach party's right to propose operations,
obligations with respect 1o participation in operations on the Contract Arca and the consequences
of a failure 1o participate in opemtions, the nghts and obligations of the parties reparding the
marketing of production, and the rights and remedies of the parties for failure 10 comply with
financial obligations shall be as provided in the Operating Agreement

Each party's interest under this Agreement and under the Operating Agreement shall be subject to
relinquishment for its faifure to participate in subsequent operntions and each party's share of
production and costs shall be reallocated on the basis of such relinquishment, all upon the terms
and provisions provided in the Operating Agreement.

All other matters with respect to exploration and development of the Contract Area and the ownership and

transfer of the Oil and Gas Leases and/er Oil and Gas Inierest therein shall be governed by the terms and
provisions of the Operating Agreement.

3

4,
A
B
(&

The parties hereby grant reciprocal liens and security interesis to each other as follows

Each parly grants to the other parties hereto a lien upon any interest it now owns or hereafter
acquires in Oit and Gas Leases andor Oil and Gas Interests in the Contract Aren, and a security
interest and for purchase money security inlerest in any interest it now owns or hereafter acquires
in the personal property and fixtures on or used or obtained for use in connection therewith, to
secure performance of all of its obligations under this Agreement and the Operating Agreement
including but not limited to payment of expenses, interest and fees, the proper disbursement of all
monies paid under this Agreement and the Operating Agreement, the assignment or
relinquishment of interest in Oil and Gas Leases os required under this Agreement and the
Operating Agreement, and the proper performance of operations under this Agreement and the
Operating Agreement. Such lien and sccurity interest granted by each party hereto shall include
such party's leaschold interests, working interests, operating nights, and royalty and overriding
royalty interests in the Contract Area now owned or hereafier acquired and in lands pooled or
unitized therewith or otherwise becoming subject to this Agreement and the Operating Agreement.
the oil and gas when extrocted therefrom and equipment situated thereon or used or obtained for
use in connection therewith (including, without limitaticn, all wells, 1oels, and tubular poods), and
accounts (including, without limitation, accounts srising from gas imbalances or from the sale of
oil and/or gas at the wellhead), contract rights, inventory and general intangibles relating thereto or
arising therefrom, and all proceeds and products of the foregoing.

Each party represents and warrants 1o the other parties hereto that the lien and security interest
granted by such party 10 the other parties shall be a first and prior lien, and each party hereby
agrees to maintain the priority of said lien and security interest against all persons acquiring an
interest in the Oif and Gas Leases and/or Oil and Gas Interests covered by this Agreement and the
Operating Apreement by, through or under such party All parties acquiring an interest in any Oil
and Gos Leases and/or Qil and Gas [nterests covered by this Agreement and the Opemting
Agreement, whether by assignment, merger, mortgage, operation of law, or otherwise, shall be
deemed to have been taken subject to the lien and security interest granted by the Opernting
Agreement and this instrument as to all obligations attributable to such interest under this
Agreement and the Operating Agreement whether or not such obligations arise before or after such
interest is acquired.

Tao the extent that the panties have a security interest under the Uniform Commercial Code of the
state in which the Contract Area is situated, they shall be cntitled to exercise the rights and
remedies of a secured party under the Code. The bringing of a suit and the obtaining of judgment
by a party for the secured indebtedness shall not be deemed an election of remedies or otherwise
affect the lien rights or security interest as sccurity for the payment thereof In addition, upon
default by any party in the payment of lis share of expenses, interest or fees, or upon the improper
use of funds by the OPERATOR, the other panties shall have the right, without prejudice to other
rights or remedies, 10 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 have 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 from the non-defsulting party or parties stating the amount due as a result of the defaull,
and all parties waive any recourse available against purchasers for relensing production proceeds
as provided in this paragraph.

D If any party fails 1o pay its share of expenses within one hundred twenty {120) days after rendition
of a statement therefor by OPERATOR, OPERATOR shall pay the unpaid amount. The amount
paid by OPERATOR shall be secured by the liens and security rights described in this paragraph
3 aond in Anicle VILB. of the Opernting Agreement, and OPERATOR may pursue any remedy
available under the Opernting Agreement or otherwise.

E If any party does not perform ali of its obligations under this Agreement or the Operating
Agreement, and the failure to perferm subjects such party to foreclosure or execution proceedings
pursuani to the provisions of this Agreement or the Operating Agreement, to the extent allowed by
governing law, the defaulting party waives any available right of redemption from and after the
date of judgment, any required valuation or appraisal of the morigaged or secured property prior to
sale, any available right to siay execution or to require a marshaling of assets and any required
bond in the event a receiver is appointed. In addition, 10 the extent permitted by applicable law,
each party hereby grants to the other parties a power of sale as 10 any property that is subjecl ta the
lien and security nghts granted hereunder or under the Operating Agreement, such power 1o be
exercised in the manner provided by applicable law or otherwise in a commercinily reasonable
manner and upon reasonable notice.

F. The lien and security inlerest granted by this paragraph 3. supplements identical rights granted
under the Operating Agreement.

G To the extem permitted by applicable law, NON-OPERATORS agree that OPERATOR may
invoke or utilize the mechanics' or matenialman's lien law of the state in which the Contract Area
is situpted in order to secure the payment 1o OPERATOR of any sum due under this Agreement
and the Operating Agreement for services performed or materials supplied by OPERATOR.

H The above described security will be financed at the wellhead of the well or wells located on the
Contract Area and this Memorandum of Operating Agreement and Financing Statement may be
filed in the land records in the County ar Pansh in which the Contract Aren is locoled, and as o
financing statement in all recording offices required under the Uniform Commercial Code or other
applicable state statutes 10 perfect the above described security interest, and any party hereto may
file 2 continuation stzlement as necessary under the Uniform Commercial Code, or other stale
laws

5. This Agreement shzll be effective as of the date of the Operating Agreement as above recited. Upon
termination of this Agreement and the Opernting Agrecment and the satisfaction of all obligations
thereunder, OPERATOR is authorized 1o file of record in all necessary recording offices n notice of
termination, and upon the request of OPERATOR, each party hereto agrees to execute such 2 notice of
termination os lo OPERATOR'S interest, il OPERATOR has complied with all of its financial obligations.

6 This Agreement and the Operating Agreement shall be binding upon and shall inure to the benefit of the
parties hereto and their respective heirs, devisees, legal representatives, successors and assigns. Every sale,
encumbrance, transfer or other disposition made by any party of any interest in the Oil and Gas Leases
and/or Qil and Gas Interests subject hereto shall be made expressly subject 1o this Agreement and the
Operating Agreement and without prejudice 10 the rights of the other parties. The assignee of an ownership
interest in any Oil and Gas Lease and/or Qil and Gas Interests shall be deemed a party 1o this Agreement
and the Operating Agreement as to the interest assigned from and after the effective date of the transfer of
ownership, provided, however, that the other parties shall not be required to recognize any such sale,
cncumbrance, transfer or other disposition for any purpose hereunder until thirty (30) days afier they have
received o copy of the instrument of wmnsfer or other satisfactory evidence thereof in writing from the
transferor or transferee, No assignment or other disposition of interest by o panty shall relieve such party of
obligations previously incurred by such party under this Agreement or the Operating Agreement with
respect to the interest transferred, including without limitation the obligation of a party to pay all costs
attributable to an operation conducted under this Agreement and the Operating Agreement in which such
party has agreed to participate prior 10 making such assignment, and the lien and security interest granted
by Article VILB. of the Operating Agreement and hereby shall continue to burden the interest transferred to
secure payment of any such obligations.

i, In the event of a conflict between the terms and provisions of this 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 this agreement or a counlerpart
thereol has been executed by NON-OPERATOR and OPERATOR notwithstanding that this agreement is
not then or thereafler exccwied by all of the parties to which it is tendered or which are listed on Exhibit
“A" as owning an interest in the Contract Atea or which own, in fact, an interest 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 if the illegal or unenforceable provision did not appear herein.
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IN WITNESS WHEREQCF, this Agreement shall be effective as of the

day of

PaGE 4

2012

OPERATOR:

AM IDAHO, LLC
By: Alta Mesa GP, LLC
[ts: General Partner

F. David Murrell, VP-Land

NON-OPERATORS:
STATE OF TEXAS §
§
COUNTY OF §
This instrument was acknowledped before me on the day of

.20

by F

David Murrell, Vice President of Land of Alta Mesa GP, LLC, General Partner of AM ldahe, LLC, a limited

partnership, on behalf of said partnership.

Notary Public in and for the
State of Texas

STATE OF §
COUNTY OF _ g
This instrument was acknowledged before me on the day of .20 by
, the of on  behalf of
company.

Notary Public in and for the
State of

End of Exhibit *F™

said
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OIL AND GAS LEASE
(PAID-UP)

This Oil and Gas Lease (“Lense™) is made effective this day of , 2015, between

, whose address 15 {"“Lessor™,

whether one or more) and AM ldaho, LLC, 15021 Katy Frecway, Suite 400, Houston, Texas 77094 (“Lessee™).

WITNESSETH; That Lessor, for and in consideration of Ten Dellars ($10.00} and other pood and valuable consideration in hand paid, receipt and sufTiciency of
which are hereby acknowledged, and of the agreements of Lessee hereinafier set forth, hereby grants, demises, leases and lets exclusively unto said Lessee the lands
hereinafter deseribed for the purpose of prospecting, exploring by geophysical and other methods, drilling, mining. operating for and producing oil or gas, or buth.
mcluding, but not as a limilation, casinghead gas, casinghead gasoline, gas-condensate (distilfate) and any substance, whether similar or dissimilar, produced in a
gaseous state through a wellbore (but not gravel or other minerals not produced through a wellbore), together with the right of ingress and egress over lands owned by
Lessor to construct and maintain pipelines, telephone and electric lines, tanks, towers, ponds, roadways. plants, equipment, and structures thereon to produce, sive,
market and take care ol said oil, gas and other minerals, and the exclustve right 1o inject air, gas, water, brine and other fluids from any source into the subsurtace strata
and any and ail other rights and privileges necessary, incident (o, or convenient for the economical operation of said land, alone or conjointly with neighboring land, for
the production, saving, marketing and taking care of o1, gas and other minerals and the njection of air, gas, water, brine, and other fluids into the subsurface strata, said
lands being situated in the County of Payette, State of ldaho, and being described as follows, to-wit.

SEE EXHIBIT “A™ FOR DESCRIPTION OF SAID LANDS AND ADDITIONAL PROVISIONS TO THIS LEASE.

And continming ____, acres, more or less, the “Leased Premises”.

In addition to the above described lands, Lessor hereby grants, leases and lets exclusively unto Lessee, to the same extent as if specifically described herin, all
Jands owned or claimed by Lessor which are adjacent, contiguous 10, or form a part of the lands above panticularly described, including all oil, gas, and other minerals,
and their constituents underlying lakes, rivers, streams, roads, casements and right-of-ways which traverse or any of said lands.
1t is agreed that this Lease shall remain in force for a term of five (3) years from date (herein called the “Primary Term™) and as long thereadler as oil, gas, or other
minerals, or any of them, is produced from said land by Lessee, and as long thereafter as operations, as hereinafter defined, are conducted upon said Jand with no
cessation [or more than ane hundred twenty (120) consecutive days. Whenever used 1n this Lease the word “operations” shall mean operations for and any of the
following: drilling. testing, completing, reworking. recompleting, deepening, plugging back or repairing of a well in search of or in an endeavor 1o obtain production of
oil, gas, or other minerals, or production of oil, gas, or other minerals, whether or not in paying quantitics. 11" while this Lease is in loree, at, or afier the expiration of
the Primary Term hereof, it is not being continued in force by reason of the shut-in well provisions hereinalier stated, and Lessee is not conducting operations on said
land by reason of (1) any law, order, rule, or regulation (whether or not subsequently determined 1o be invalid), or (2) any other cause, whether similar or dissimlur,
(except financial) beyond the reasonable control of Lessee, the Primary Teom hercof shall be extended until the first anniversary date hereof occurring one hundred
twenty (120) or more days following the removal of such delaying cause, and this Lease may be extended thereafier by operations as if such delay hod not occurred

[n consideration of the premises the said Lessee covenants and agrees.

1®. To deliver to the credit of Lessor tree of cost, in the pipeline to which it may connect iis wells, the one-cighth (1/8) part of afl il (including but not limited 1o
condensate and distillate) preduced and saved from the Leased Premises, or, st Lessor's option, a royalty in the manner provided in this Lease.

2™, To pay Lessor for gas of whatsoever nature or kind (with all ef its constituents) produced and sold or used off the Leased Premises, or used in the manufacture
of products therefrom, one-cighth {1/8) of the gross proceeds received for the gas sold, used ofF the Leased Premises, or in the manufacture of products therefrom, but i
no event more than ene-cighth (1/8) of 1he actual amount reccived by the Lessee at the mouth of the well, said payments to be made monthly as hereinatter provided
During any period after expiration of the Primary Term hercol when gas 1s not being so sold or used and the well or wells are shut-in and there is no curremt production
of oil or operations on said Leased Premises sufficient to keep this Lease in force, Lessee shall pay or tender a royalty of One Dollar {$1.00) per year per nct mineral
acre retained hereunder, such payment, or tender 1o be made, on o before the anniversary date of this Lease next enswing after the expiration of ninety (90 days trom
the date such well 1s shut in and thereafler on the anniversary date of this Lease during the period such well is shut-in, 1o the royalty owners. When such payment or
tender is made it will be considered that gas is being produced within the meaning of the entire Lease

3™, To pay Lessor for gas produced from any oil well and used off the Leased Premises, or for the manufaciure of casing-head gasoline or dry commercial gas,
one-cighth (1/8) of the gross proceeds, at the mouth of the well, received by the Lessee for the gas during the tme such gas shall be used, said payments to be made
monthly as hereinafier provided.

If the Lessee shall commence to drill a well or commence reworking operations on a existing well within the term of this Lease or any extension thereal, or on
acreage pooled therewith, the Lessee shall have the right 1o drill such well to completion or complete reworking operations with reasonable diligence and dispatch, and
if oil or gas, or cither of them, be found in paying quantities, this Lease shall continue and be in force with like eifect as if such well had been completed within the term
of years first mentioned,

Lessee is hereby granted the right at any time and from time to time (o unitize the Leased Premises or any portion or portions thercof, as to all strata or any stratum
or strata, with any other lands as 1o all strata or any stratum or strata, for the production primanly of oil or primarily of gas with or without distillate. However, 1o umit
for the production primarily of oil shalt embrace more than 160 acres, or [or the production primarily of gas with or without distillale more than 640 acres; provided thal
if any governmental regulation shall prescribe a spacing patiemn for the development of the field or atlocate a producing allowable based on acreage per well, then any
such unit may embrace as much additional acreage as may be so prescribed or as may allocate a producing allowable based on acreage per well, then any such unit may
cmbrace as much additional ncreage as may be so prescribed or as may be used in such allocation of aliowable

Operations upon and production from the units shall be treated as 1f such operations were upon or such production were from the Leased Premises whether or not
the wells are located thereon. The entire acreage within a unit shall be treated for all purposes as if it weee covered by and included in this Lease except that the royalty
on production from the unit shall be caleulated os below provided, and except that in calculating the amount of any shut-in gas royalties, only that part of the acreage
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originally leased and then embraced by this Lease shall be counted. In respect to production from the unit, Lessee shall pay Lessor, in licw of other royalties thereon,
only such proportion of the royalties stipulated herein as the amount of Lessor’s acreage placed in the unit, or Lessor's royalty interest therein, on an acreage basis bears
to the total acreage in the unit. Lessee is granted the right to execule all necessary ratifications of any unit agreement and/or unit operating agreements as may be
necessary to obtain the approval of the Governmental Regulatory Body for the creation of a field-wide unit without regard to the size of such field-wide unit.

If sard Lessor owns a less interest in the above deseribed land than the entire and undivided fee simple estate therein, then the royalties herein provided shall be
paid 1o the Lessor only in the proportion which Lessor’s interest bears 1o the whole and undivided fee.

Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for its operations thercon, except water from wells of Lessor.

When requested by the Lessor, Lessee shall bury its pipelines below plow depth.

No well shall be drilled nearer than 200 feet 10 the house or barn now on said premises, nor shall any tanks or gas processing facilitics be placed nearer than 200
feet from siid house or any water well on said premises, without the writien consent of the Lessor.

Lessee shall pay for all damages caused by its operations to growing crops, livestock and dairy operations, surlace water, and ground water on said land,

Lessor recogmizes that Lessee has the right to use as much of the surface of the Leased Premises as a reasonably prudent operator would use to accomplish the
purpuses of this Lease.

Lessee shall have the right at any tinwe to remove all machinery and fixtures placed on said premises, including the right 1o draw and remove casing

I e estare of either panty hereto is assigned, and the privilege of assigning in whole or in part 15 expressly allowed, the covenants hereol shall extend w thewr
hews. executers, adnunistrators, successors or assigns. However, no change or division in ownership of the land or royalties shall enlarge the obligations or diminish
the rights of Lessee. No change in the ownership of the land or royalties shall be binding on the Lessee until afier the Lessee has been lurnished with a writien transler
or assignment or a true copy thereof, In case Lessee assigns this Lease, in whole or in par. Lessee shall be relieved of all obligations with respect to the assigned
portion or portiens ansing subsequent to the date of assignment. Lessee shall provide a copy of any such recorded assignment to Lessor upon Lessor's request,

All express or implied covenants of this Lease shall be subject 1o all Federal, State and Municipal Laws, Executive Orders, Rules and Regulations, and this Lease
shall not be terminated in whole or in part, nor Lessee held liable in damages, for failure 1o comply therewith, if compliance is prevented by, or such failure is the result
of any such Law, Order, Rule or Regutation.

This Lease shatl be effective as 1o cach Lessor on execution hereof’ as to his or her interest and shall be binding on those signing, notwithstanding some of the
Lessors above named may not join in the execution hereof. The word “Lessor™ as used in this Lease means the party or partics who execute this Lease as Lessor,
although nol named above.

Lessee may at any time and from time (o time surrender this Lease as 10 any part or parts of the Leased Premises by delivering or mailing a release thereof to
Lessor, or by placing a release of record in the proper County.

Lessee shall have the right at any time w redeem for Lessor by payment and mortgages, taxes or other Liens on the above described lands, in the event of default of
payment by Lessor, and be subrogated 1o the rights of the holder thereof.

This Lease shall never be terminated, forfeited, or canceled for Lessee’s failure to perform, in whole or in part, any of the covenants, conditions, obligations and
requirements sct forth in this Lease, until Lessee, afler wntlen notice by Lessor, has been given a reasonable period of time within which 1o comply with the covenant.
condition, obligation, or requirement

Lessey is expressly granted the right to conduct peophysical exploration by means of scismograph, vibroseis or similar techniques  However, if Lessee conducts
such geophysical exploration or operations on the lands cavered by this Lease, all shot holes shall be kept a sufficient distance away from Lessor’s water wells 50 as not
1o canse wy damage to the water wells. Lessee shall promptly plug all shot holes with concrete plugs or other approved methods set below plow depth, fill the holes
with dirt on top of the plugs, and restore the surface of the Leased Premises to substantially the same condition it was in prior to the commencement of the geophysical
()pl:rﬂllOllS
IN WITNESS WHEREOF, we sign the day and year first above writtea,

ix
UNIFORM ACKNOWLEDGMENT - INDIVIDUAL
STATE OF )
)
COUNTY OF )
The foregoing instrument was acknowledged before me this day of ] by
My Commission Expires Notary Public, State of

Name of Notary Printed
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- _______________________________________________________________________________________________________________|
LINIFORM ACKNOWLEDGMENT - CORPORATE

STATE OF )

COUNTY OF )

The foregoing instrument was acknowledged before me this day of 3 by

of an

corporation, on behallof the corporation

My Commission Expires: Notary Public, State of

Name of Notary Printed

e e T e ———————
UNIFORM ACKNOWLEDGMENT - OTHER

STATE OF )

COLINTY OF ! )

The loregoing instrument was acknowledged belore me this day of ; by
as

of S ; a ws

on behalf of the Trust

My Commussion Expires Notary Public, State of

Name of Notary Printed

x#
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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.

Township North, Range West, Boise Meridian

Section :

containing ncres, more or less

()

SURFACE USE: Lessee shall have the right to use only so much of the surface of the Leased Premmses as is reasonable necessary for the full exercise off
the purpose of this Lease; provided, that if the Leased Premises are 3.0 acres or smaller i size, Lessee shall not engage in dnlling operations on the surface of
the Leased Premises. Lessee shall take reasonable precautions 1o minimize adverse impact to Lessor’s farming, dairy and ranching operations on the
Leased Premises. Lessee shall advise the owner of the surface of the Leased Premises prior to commencing construction regarding the location of any
well sites. roads, fences, pipelines or utilities, or installation of any production equipment, tank batteries or produced waler disposal equipment. Lessee shall
pity the surface owner for reasonable domages to growing crops, grass, buildings, livestock, leed, fences and other improvements and personal property
caused by Lessee’s operations

PROTECTION AND USE OF WATER Lessce shall follow generally accepted industry practices designed 1o protect fresh water strata from
contamination and protect the surface from exposure to produced water and other contaminants. Lessee shall not use water from Lessor’s imgation and
domestic wells or from the aquifers supplying smd wells withou Lessor's written consent. Produced water may be used for any purpese allowed by applicable
taws and regulations

LIABILITY INSURANCE: If Lessee or its agents conduct any operations on the Leased Premises then Lessee shall maintain, at Lessee’s expense, for the
duranion of Lessee's operations on the Leased Premises, public lability insurance with adequate coverage for personal injury and damage to real property with
respect 1o Lessee's operations  If requesied by Lessor. Lessee shall deliver appropriate evidence 1o Lessor, prior te entrance on (he Leased Premises thal such
nsurance is in foree.

NOTIFICATION OF BREACH: In the event Lessor considers that Lessee has failed 10 comply with any obligation hercunder, express or implied, Lessor
shall notify Lessee in writing specifving in what respect Lessor claims Lessee has breached this Lease. Lessee shall then have sixty (60) days alier receipt ol
said notice within which to meet or commence 1o meet all or any part of the breach{es) alleged by Lessor, or attempt to prove that the alleged breach(es)
doles) not exist. The service of said notice shall be precedent to the bringing of any action by Lessor on smd Lease for any cavse, and no such action shail be
brought until the lapse of sixty {60) days afier service of such notice on Lessee. Newther the service of said notice nor the doing of any acts by Lessee mmed
to meet all or any of the alleged breach(es) shall be deemed an admission or presumption that Lessee has failed to perform all its obligations hereunder. This
Lease shall not be (orfeited or cancelled for a failure to perform in whole or in part any of its implied covenants, conditions, or stipufations until a judicinl
detennination is made thal such farure exists,

REGULATIONS: All operations conducted under this Lease, including permitting, drilling. production, pooling and vnitization, plugging and
abandonment of wells. and surface reclamation, shall be done pursuant to and in accordance with applicable federal. state and local rules and
regulutions.

Lessec is hereby given the option to extend the Primary Term of this Lease for an additional theee (3) years from the expiration date of the Primary Term
hereof. This option may be excrcised by Lessee for all or part of the acreage covered by this Lease that Lessee elects to extend and this option exercised at any
time during the original Primary Tenn by paving the sum of Fifty and go/100 Dollars ($ 50.00) per acre (o Lessor. This payment shall be based upon the
number of net mineral acres that Lessee elects 1o extend then covered by this Lease and not at such time being maintained by other provisions hereof. This
payment may be made by check or draft of Lessee mailed or defivered to Lessor at any time during the original Primary Term hereof. 11 at the time this
pay et s made, varous paries are entitled to specific amounts accurding 1o Lessee's records, this payment may be divided between said partics and pad
in the same proportion, Should this option be exercised as herein provided, it shall be considered for all purposes as though this Lease originally provided lor a
Primary Term of Eight (8) years,

Lessor does Iu.n.by fully waive, release. acquit, dismiss, surrender, cancel and forever discharge any and all claims heretofore or herealier ansing against
Lessee Irom, or in any manner connecled 1o, {i) prior o1l and gas operations of any niture on the Leased Premises, (i) any preexisting cnndluum and!or
(i) any Lessor, invitee and/or tenant on the Leased Premises taking or using gas from any well(s) not dnilled by Lessce.

Royalty Payments  Lessee shall submit © Lessor royalty payments in Tubl by the last day of the calendar month following Lessee's receipt of payment for a
month of production for the oil or gas. The check stub for each payment shall identify the amount of oil and/or gas produced and saved during that month. the
price received therefore, and Lessor's royalty interest and applicable severance charges [ Lessee fails to timely pay any royalty when due, Lessee shall pay to
Lessot in addition to the royalty one percent { 1.0%) times the unpaid royalty for each calendar month or fraction thereof, Luessee shall allow reasonable access to
Lessor to Lessee’s records relevant to a determination of the amount of any royalty 1o be paid pursuant to this Lease. [n no event shall royalties to be paid
hereunder be more than one-gighth (1/8) of the actual amount received by Lessce.
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9 Liabadliy Lessee shall indemmily. defend and hold Lessor harmless from any and all liabihty, charge, expense, fine, claim, suit or loss, including bul not linuted
10 Jusses related 1o crop, livestock and dary production, and mcluding attomey’s [ees and costs on appeal, caused by or resulting from any neghgent or otherwise
wrongful act or omission of Lessee, its assigns, sublessees, agents, operators, employees, or contractors, Lessce shall pay when due, all taxes lawfully assessed
and levied under [daho law upon Lessee’s interest in the Leased Premises, including the leased deposits and oil or gas production.

Il. Sale or Lease: Any sale or sublease of all or any part of the Leased Premises during the term of this Lease shall be subject 10 the terms and conditions of this
Lease.

Lessee Practices: Lessee shall at all times conduct all operations and other actions relative to this Lease as a reasonable prudent operator, and shall conform 1o
the best practices and engineering principles currently in use in the ol and gas industry for the area in which the Leased Premises are located and as
cuntemporancously as they are improved from time to time Lessee shall al all times wse all reasonable precautions necessary 1o prevent waste of ail and gas
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BEFORE THE OIL AND GAS CONSERVATION COMMISSION
STATE OF IDAHO

IN THE MATTER OF APPLICATION TO

INTEGRATE THE UNIT DESCRIBED AS

SECTION 14, TOWNSHIP 8 NORTH, CC-2016-OGR-01-001
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 )

D

Lad
m—r

David Pepper, having been duly sworn on oath, deposes and states:

I am over 18 years of age and competent to testify to the matters set forth in this
Affidavit, which 1 make based on my personal knowledge.

As Senior Landman for AM Idaho, LLC (“Alta Mesa™) | am responsible for the
leasing of mineral interests in Section 14, Township 8 North. Range 5 West, Boise
Meridian, Payette County, Idaho.

Pursuant to Idaho Code § 47-322(d)(viii). Alta Mesa has support from 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 - Page |
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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 $100
per net mineral acre

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

- davi
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

David Pepper

SUBSCRIBED AND SWORN TO before me this 18th day of May, 2016

&7\/ /Véu«a&_a
ic fof State of @ﬁg 2
Resﬁtymg,)g1

LD [He D
My Commission Expires

(8/48 [/ 77
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Exhibit E

Resume of Efforts to Securc Leases and/or Participation

Section 14, Township 8 North, Range 5 West, Boise Meridian, Payette County, [daho.

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. [ was told that they
would have his mother sign the lease.

03/14/2015: No one home left business card in door.

03/16/2015: 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

09/18/2014: Meet with Robert & Sue. Robert said go ahead and order the paper work
they will sign.
09/24/2014: Drop off a copy of the lease with a memorandum.



10/02/2014:
11/24/2014:
10/16/2015:
05/04/2016:

Tract 45:

As per Robert, “not in your life will I sign over my minerals,”
Certified mail copy of lease signed for by Robert.

Certified mailed revised proposed lease form and cover letter,
Certified mailed proposed form of lease and cover letter.

Bruce W. Burrup, Life Tenant
Bruce W. Burrup Trust

2260 NE 16" St

Fruitland, ID 83619

Parcel # 08NO5W 148810, 1.52 acres

10/30/2014: No one home, left business card in door.

11/17/2014:
12/04/2014:

Stop by no one home.
Mailed a certified letter with a copy of a lease letter of introduction and a

memorandum.

01/10/2015:
01/19/2015:
01/20/2015:
10/16/2015:
05/04/2016:

Tract 72:

Left a business card in door.

Lights on car in drive no one came to the door.

Received a call from Mr. Burrup he is not interested.
Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Shane W. & Timbra D. Burrup
Po Box 183 (2142 NE 16" St)
Fruitland, ID 83619-0183

Parcel # 031800030090, 0.61 acre

10/30/2014:
11/22/2014:
12/23/2014:
01/10/2015:

and dad.

01/20/2015:
10/16/2015:
05/04/2016:

Meet with Timbra and handed her a copy of the lease.

Left business card in door.

Mailed a certified letter with a copy of the lease.

Talked with Shane they have not decided he will talk with his father in-law

He is not going to participate.
Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.



Tract 56:

Warren F. Carnefix Trust.

Kathryn Carnefix/ Parkes Trustee
Po Box 332 (2292 NE 16" St)
Fruitland, ID 83619-0332

Parcel # 08N05W 148410, 4.60 acres

08/20/2014: Called Kathryn Carnefix/ Parkes a trustee left message.

08/28/2014: Talked with Kathryn a trustee she is buying out her sister and would like
some time.

12/04/2014: Called left message.

12/26/2014: 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 # 08N0O5W 145630, 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.



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
Fruitland, ID 83619

Parcel # 08N0O5SW145600, 0.46 acre

10/13/2014: Not interested.

12/17/2014: Refused certified mail letter with lease copy.

03/07/2015: Sent a copy of the lease with info from the state by priority mail delivered
3/7115.

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

06/26/2014: 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.



Tract 31;

John W. Graversen

8164 N Pennsylvania Ave
Fruitland, ID 83619

Parcel # 08N05W145610, 0.46 acre

10/13/2014:
12/04/2014:
01/19/2015:
03/07/2015:

3/7/15.

10/16/2015:
05/04/2016:

Tract 50:

No one home left business card in door.

Mailed a certified letter with a copy of the lease.

Was not home left a business card in door.

Sent a copy of the lease with info from the state by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

David S. & Melissa K. Graves
1703 W. Idaho Ave

Ontario, OR 97914

Parcel # 08N05W 148820, 1.00 acre

11/14/2014:
12/13/2014:
12/19/2014:
12/23/2014:
02/28/2015:
03/07/2015:

3/7/15.

10/16/2015:
05/04/2016:

Tract 99:

Stop by left business card in door.

Certified mail came back as moved no forwarding address.

Talked to the renters she gave me the Graves address.

Mailed a certified letter with a copy of the lease.

Stop by their home no one there left business card in door.

Sent a copy of the lease with info from the state by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Eustoloia E. Harrison

8028 N Pennsylvania Ave

Fruitland, ID 83619

Parcel # 08NO5W 146311, 1.35 acres

10/09/2014:
10/14/2014:
10/30/2014:
11/24/2014:
10/16/2015:

She would like to go over a lease.

Drop off copy of the lease to her and her daughter.

She is not interested.

Certified mail copy of lease delivered.

Certified mailed revised proposed lease form and cover letter,



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 # 08N05W 140020, 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.

01/22/2015: 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 # 08NO5W 146360, 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.



01/10/2015:

now

03/07/2015:

3/7115.

10/16/2015:
05/04/2016:

Tract 73:

Talked with Michelle, she told me that they have not made a decision as of
Sent a copy of the lease with info from the state by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Martina Jarmillo Revocable Living Trust
Martina Jaramillo, trustee

2136 NE 16" St.

Fruitland, ID 83619

Parcel # 031800030070, 0.50 acre

09/02/2014:
09/16/2014:
10/30/2014:
11/17/2014:
12/08/2014:
01/10/2015:
03/07/2015:

3/715.

10/16/2015:
05/04/2016:

Tract 77:

Left business card in door.

Stop by no one home.

Left business card in door.

Left business card in door.

Mailed a certified letter with a copy of the lease.

Talked to a Ray Nunez he was going to talk with Martina and call me,
Sent a copy of the lease with info from the state by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

David & Glenda Lockner

2141 Locust Way

Fruitland, ID 83619

Parcel # 031800030060, 0.52 acre

09/26/2014:
11/06/2014:
11/24/2014:
01/10/2015:
03/07/2015:

3/7/15.

10/16/2015:
05/04/2016:

Left business card in door.

Left business card in door.

Mailed a certified letter with a copy of the lease.

Left business card in door.

Sent a copy of the lease and info from the State by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.



Tract 47:

Roy and Debbie Long (They never would respond)
203 NE 16" Ave

Fruitland, ID 83619

Parcel #08N05W146410, 1.44 acres

07/21/2014:
09/02/2014:
10/27/2014:
12/02/2014:
01/06/2015:
01/10/2015:
01/24/2015:
03/19/2015:
05/30/2015:
10/16/2015:
05/04/2016:

Tract &;

Left business card in door

Left business card in door

Stop by no one home.

Left a copy of the lease with Debbie.

Debbie signed for a certified mail copy of a lease.

Left business card in door

No one home.

Debbie signed for a certified mail copy of a lease.

No one came to the door. Left business card in door.
Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

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:
10/02/2014:
12/03/2014:
12/17/2014:
01/10/2015:
10/16/2015:

Talked with Dana & Lupe ordered lease will do whatever Nichols does.

Dropped off a copy of the lease.

Stop and tatked with Lupe have not made a decision.

Mailed a certified copy of the lease.

Talked to Dana not interested.

Certified mailed revised proposed lease form and cover letter.



05/04/2016:

Tract 58;

Certified mailed proposed form of lease and cover letter.

James F. Miller Jr.

7193 Elmore Road

Fruitland, ID 83619

Parcel # 08N05W148400, 4.10 acres
Parcel # 08N05W 148940, 1.96 acres

07/31/2014:
he gets back.
09/16/2014:
10/15/2014:
11/07/2014:
11/11/2014:
12/22/2014:
01/06/2015:

Talked with Amber James was out of town. She will have him call me when

No one home left business card in door.

No one home left business card in door.

Talked to Amber told her it was important that James gets in touch with me.
Meet with James he asked for a no drill clause.

Mailed a certified letter with a copy of the lease.

Received an email from James he had his Attr. go over the lease and would

like some revisions.

01/14/2015:
02/17/2015:
02/20/2015:

written.

10/16/2015:
05/04/2016:

Tract 60:

Drop off copy of a revised no drill lease.
Emailed James and asked if he had any more questions or concerns.
Received a return email from James that he will not sign the lease as

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Natalie Sue Mio

1604 N Pennsylvania Ave

Fruitland, ID 83619

Parcel # FO0000146370, 0.55 of an acre

09/02/2014:
10/09/2014:
11/21/2014:
10/16/2015:
05/04/2016:

Tract 57:

Left business card in door.

She would like to have all Oil & gas exploration in the area stopped.
Mailed a certified letter with a copy of the lease.

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

James R. & Jan M. Mitchell
101 NE 16™ St.
Fruitland, ID 83619



Parcel # FO0000146380, 0.60 acre

09/02/2014:
10/30/2014:
11/17/2014:
12/17/2014:
01/10/2015:
01/24/2015:
exploration.
10/16/2015:
05/04/2016:

Tract 95:

Left business card in door.

Left business card in door.

Left business card in door.

Mailed a certified letter with a copy of the lease.

Left business card in door.

Talked with both James and Jan they want nothing to do with oil and gas

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Kim & Joyce E Nichols

8135 Estates Blvd

Fruitland, ID 83619

Parcel # 08NO5W146020, 3.65 acres

09/18/2014:
10/28/2014:
their house.
11/22/2014:
12/04/2014:
01/13/2015:
03/07/2015:

3/7/15.

10/16/2015:
05/04/2016:

Tract 22:

Left business card in door.
Meet with Kim and Joyce went over lease, they do not want the well behind

Meet with Kim he would still like to ask for something does not know what.
Mailed a certified letter with a copy of the lease.

Spotted Kim's pickup in driveway no one home left business card in door.
Sent a copy of the lease and info from the State by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Kevin & Lisa O’Neil

3705 Elmore Road

Parma, ID 83660

Parcel # 08N0O5SW149991, 6.05 acres

11/04/2014:
11/06/2014:

No one home left business card in door.
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:
03/07/2015:

3/7/15.

No one home left business card in door.
Sent a copy of the lease and info from the State by priority mail delivered



10/16/2015:
05/04/2016:

Tract 71:

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Melvin & Terri Person Family Trust
2146 NE 16™ St.

Fruitland, ID 83619

Parcel # 031800030110, 0.59 acre

11/10/2014:
11/20/2014:
12/03/2014:
12/23/2014:
01/12/2015:

Meet with Terri left a copy of the lease Melvin is out of town.

Left business card in door, garage open two cars no one came to the door.
Garage open two cars no one came to the door.

Mailed a certified letter with a copy of the lease.

Received a page from my mail out with a not interested written on it and

signed by Melvin Person.

10/16/2015:
05/04/2016:

Tract 28:

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Scott R. & Sarah E. Pierce

8188 N Pennsylvania Ave
Fruitland, ID 83619

Parcel # 08N0O5W145580, 0.57 acre

10/13/2014:
12/17/2014:
01/10/2015:
01/24/2015:

door.

03/07/2015:

3/7/15.

10/16/2015:
05/04/2016:

Tract 81:

No one was home left business card in door.

Mailed a certified letter with a copy of the lease.

No one was home left business card in door.

People were in the house no one came to the door, left business card in

Sent a copy of the lease and info from the State by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter,

Chad & Lisa Roberts

2144 Locust Way

Fruitland, ID 83619

Parcel # 031800020090, 0.58 acre



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.
12/01/2014: Mailed a certified letter with a copy of the lease.

01/08/2015: Talked with Lisa they have not decided.

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.

Tracts 39, 41:

Unknown heirs of Andrew Paul Sapp

260 Nashua Road

N. Billerica, MA 01862-3070 (last known address of record title holder)
Parcel # 08N05W147060A, 6.866 acres

Parcel # 08NO5W147081A, 4.872 acres

08/13/2014: I 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 Sapp left message 5:45 pm.

08/26/2014: Certified mailed a letter of introduction. Signed for by Andrew Sapp.
09/23/2014: I call Andrew Sapp left message 11:15 am.

10/09/2014: Called Andrew no answer, answering machine was full.

10/24/2014: Mailed a letter to Andrew Sapp.

12/06/2014: Called Andrew left a message 1:20 pm.

01/26/2015: Mailed a certified letter. Signed by Anne Sapp, Andrew’s wife,

Three possible heirs Warren I1I, Andrew and Kathleen E. Smith (Sapp), but no probate
found.

Warren Il 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 I1 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 & # 08N05SW146140, 1.0 acre

09/18/2014: Stop and talked with Kenneth. They had just moved in not yet unpacked.



10/02/2014: Drop off a copy of the lease to Kenneth.

11/07/2014: Talked with Kenneth they have not made a decision.

12/04/2014: 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.

12/19/2014: Drop by and let Kenneth know that his request for $250.00 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
3/713,

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 43:

Ronald D. & Kathleen S. Scotto
2234 NE 16" St

Fruitland, ID 83619

Parcel # 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: Mailed a certified letter with a copy of the lease.

1/10/2015; Left business card in door.

1/13/2015: Talked with Kathleen they do not want to give up their mineral rights.
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 62:

Luke A. & Brynna Smith

2132 Maple Ct.

Fruitland, ID 83619

Parcel # 031800010010, 0.54 acre

11/10/2014: Stop by and introduced myself to the new owners.
12/19/2014: Drop off a copy of the lease.

01/12/2015: Talked to Luke they are 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 29:

Russell & Lisa Spotswood

8180 N Pennsylvania Ave
Fruitland, ID 83619

Parcel # 08NO5W 145590, 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 form 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.

03/12/2015: Drop off the info from the state to the Vaughn's they are going to think
about it. He 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.
05/04/2016: 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



Parcel # 08NO5W 148700, 0.94 acre

08/11/2014:
11/10/2014:
12/02/2014:
12/24/2014:
01/10/2015:
03/07/2015:

3/1/15.

10/16/2015:
05/04/2016:

Left a business card in door.

Meet with Jesse left him a copy of the lease.

Talked with Jesse to see if he had any questions or concerns.

Mailed a certified letter with a copy of the lease.

Left a business card in door.

Sent a copy of the lease and info from the State by priority mail delivered

Certified mailed revised proposed lease form and cover letter.
Certified mailed proposed form of lease and cover letter.

Clayton (Butch) Clancy

Landman

M&J Land Services
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Exhibit G

Publication of legal notices



NOTICE

Pursuant to ldaho Code 47-322, Alta Mesa
Scrvices. LP and AM Idzho, LLC give notice
of thelr intent to develop the hydrocarbon
mineral resources in the spacing unit de-
scribed as Section 14, Township 8 North,
Range 5 West, Bolse Meridian, Payette
County, Idaho. Aliz Mesa Services, LP and
AM Idaho, LLC wish to reach agreement
with the following mineral interest: owners
in said spacing unit, and their heirs, suc-
cessors and assigns, {f any, regarding the
lease of their interestor thelr participation
glni t?e well or wells drilled fn such spacing

Heirs or successors of Margaret Payne

Heirs or successors of Lydia M. Gustafson

Heirs or successors of
Everett A. Gustafson

Heirs or successors of
Evelyn Gustafson Blom

Helrs or successors of
Jeanetie Villeggiante

Heirs of successors of W.A. Maule

Heirs or successers of Ruth Murphy
Heirs or successars of Fannie Barton
Helrs or successors of N.D. Maule

Helrs or successors of R.D. Maule

Heirs or successors of Leroy Maule

Helrs or successors of Andrew Paul Sapp

Hetrs or successors of
Ethel Darleen Alltzer

Hetrs or successars of Carol Uehiin

ﬁnMy such persons are rcggmted to contact
Jdaho, LLC at {208) 981-4140 immedi-
f{tely forra proposed form and ierms of
ease or [orm ol joint opera agreement
for pa.rlicipat.lcm.'I ESiape et

On or about May 19, 2016, pursuant lo
Idaho Code § 47-322 and § 47-324 Alta
Mesa Services, LP and AM Idaho, LLC will
fite an nfggcauan with the Idaho Depart-
ment of Landsifor an order inlegrating the
minerzal interests I the spacing unit de-
scribed’as Section 14, Township 8 North,
Range 5 West, Bolse Meridian, Payette
County. Idaho. After filing a cog al the
application will be avallable ffom the Idaho
Degartm_ ent of Lands, 300 N. 6th St.. Suite
108, Boise, ID 83702, (208) 334-0200, ar
at  the ‘Department's website = at
. All uncommitfed inter-
est owners (n’' the spal unit will have an
opportunity to respond fo the application.
Any such response should be addressed to
the attention of Renee Milier at the Idaho
Department of Lands, 300 N, 6th Street,
Suite 103; PO Box 83720, Boise, ID
83720-0050. Responses must be filed
with the Department no later than seven
(7} days before Lhe';rgcann on the 'applica-
tion, which will be!séheduled following the
Department's recelpt’ of thé application.
Notice of the he date will be avaflahle
on the Department’s website as listed
above and at the address and phone num-
ber listed above, and will he published In
legal notices secuon of this newspaper.

Legal Number 80623 May 11, 2018
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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)

2)

3)

That | am a citizen of the United States, and at
all times hereinafter mentioned was over the
age of eighteen years, and not party to the
above entitled action.

That | am the representative of the
Independent Enterprise, a3 weekly newspaper
published in the County of Payette and State
of Idaho; that the said newspaper is in general
circulation In the sald Count of Payette, and
has been uninterruptedly published in sald
County during a period of seventy-sight
consecutive weeks prior to the first
publication of this notice, a copy of which is
hereto attached.

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:
May 11, 2016

Legal # 90623
Notice

Kestel West LLC
Po Box 1302
Bolse Id. 83701

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
acknowledge to me that he/she executed the
same,

ary Public for idaho

Residing at Payette County
My Commission expires November 4, 2019



