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OPERATING AGREEMENT

THIS AGREEMENT, entered into by and between __GRANT CANYON OIL & GAS, LLC .
hereinafter designated and referred to as "Operator,” and the signatory party or partics other than Operator, sometimes
hercinafter referred to individually as "Non-Operator,” and collectively as "Non-Operators.”

WITNESSETH:

WHEREAS, the parties to this agreement arc owners of Oil and Gas Leases and/or Oil and Gas Interests in the land
identified in Exhibit "A," and the -partics hereto have reached an agreement to explore and develop thesc Leases and/or Qi
and Gas Interests for the production of Oil and Gas to the extent-and as hereinafler provided,

NOW, THEREFORE, it is agreed as follows:

ARTICLE L.
DEFINITIONS

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

A. ‘The term "AFE" shall mean an Authority for Expenditure prepared by a party to this agreement for the purpose of
estimating the costs to be incurred in conducting an operation hercunder.

B. The term "Completion® or "Complete” shall mean a single operation intended to complete a well as a producer of Oil
and Gas in onc or more Zones, including, but not limiled to, the setting of production casing, perforating, well stimulation
and production testing conducted in such operation.

C. The term "Contract Area” shall mean all of the lands, Oil and Gas Leases and/or Oil and Gas Interests intended to be
developed and operated for Off and Gas purposes under this agrecment. Such lands, Oil and Gas Leases and Ol and Gas
Interests are described in Exhibit "A."

D. The term “Decpen® shall mean 8 single operation whereby a well is drilled to an objective Zonc below the decpest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associatcd AFE, whichever is the
fesser.

E. The terms *Drilling Party" and "Consenting Party" shall mean o party who agrees to join in and pay its share of the
cost of any operation conducted under the provisions of this agreement.

F. The term "Drilling Unit® shall mean the area fixed for the drilling of onc well by order or rule of any state or federal
body having authority, If s Drilling Unit is not fixed by any such rule or order, o Drilling Unit shall be the drilling unit as
established by the pattern of drilling in the Contract Area unless fixed by express agrecment of the Drilling Parties.

G. The term "Drillsite” shall mean the Oil and Gas Leesc spacing unit or Oil and Gas Interest on which a proposed well is lo be
jocated.

.. _H. The term "Initial Well” shall mean the well required to be drilled by the partics hereto as provided in Artele-MEA in the
Participation Agreements.

I The term *Non-Consent Wcll® shall mean a well in which less than all parties have conducted an-operation a$
provided in Article VLB.2.

). The terms "Non-Drilling Party” snd “Non-Consenting Parly” shall mean' a party who elects not to participale in a
proposed operation.

K. The term "Oil and Gas" shall mean oil, gas, vasinghcad gas, gas condensate, and/or all other fiquid or gaseous
hydrocarbons and other marketable substances produccd (herewith, unless an intent to limit the inclusiveness of this term is
specifically stated.

L. The term "Oil and Gas Intcrests™ or "Interests” shall mean unleased fee and mineral interests in Oil and Gas in tracls
of land lying within the Contract Area which arc owned by parties to this agreement.

M. The ferms “"Oil and Gas Lease, "Leasc” and "Leaschold" shall mean the oil and gas lcases or interests therein
covering tracts of land lying within the Contract Arca which are owned by the parties to this agreement.

N. The term “Plug Back” shall mean a single operation whereby 2 deeper Zone is abandongd in order to altempt a
Completion in a shallower Zone.

O. The term “"Recompletion” or "Recomplete” shalt mean an operation shereby 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 conducted in. the wellbore of a well afier it is Completed to secure,
restore, or improve production in a Zone which is carrently open to production in the wellbore. Such operations include, but
are not limited to, well stimulation opecrations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, Recompleting, of Plugging Back of a well.

Q. The term "Sidetrack" shail mean the dircctional control and intentional deviation of 2 well from vertical se-as to horizontal,
or to change the bottom hole location unless done 0 straighten the hole or drill around junk in the hole to evercome olher
mechanical difficultics,

R. The term "Zone" shall mean a straum of carth containing or thought to contain @ common accumulation of Oil and
Gas separatcly producible from any other common accumulation of Oil and Gas.

Unless the context otherwise clcarly indicates, words uscd in the singular include the plural, the word "person™ includes
natural and artificial persons, the plural includes the singular, und any gender includes the masculing, feminine, and neuter.

ARTICLE IT.
EXHIBITS
‘The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hercof:
_ X A Exhibit"A" shall include the-following information:
(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,
(4) Per or fractional interests of parties to this agreement,

(5)-Oil-and-Gas-L A/or Oil-and-Gas-t 1= cubioet-to-thi
) )t :

=
(6) Burdens on production.
B—Exhibit* B P £ Lease.
C. Exhibit"C." Accounting Procedure.
X D. Exhibit "D." Insurance.
E.
F

Lxhibit i -Gas-Balanc A t

af
Exhibit "F,” Non-Discrimination and Cetification of Non-Segregated Facilities.
G Exhibit"G.2 Tax-Parinershi

. Other: __AMIAREA

tod

l;
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If any provision of any exhibit, except Exhibits "E," "F" and "G," is inconsisient with any provision contained in
the body of this agreement, the provisions in the body of this agreement shal} prevail.

ARTICLE HI.
INTERESTS OF PARTIES
Ar-QOiland-Gas-lnterests:
£ Jl"J Y Oil d-G Int: SERT ] I"#-lAu"Ltlt ““!“‘,"’f.“.!l,,‘ fll"_
24 d—durt g tha—t: h i 1E—it 4 b, {h" ;‘““ f Oil-and Fw 1 v Yraef tH—GS r:'<| bt "n’"
.A th: 4 (‘.'l. 1 he-d J: hath y h) HEY? ot :“ cueh-l d th, i L. ";L b ¢ S0e- { 3]

B. Interests of Partics in Costs and Production:

Unless changed by other provisions, alf costs and liabilitics incurred in opcrations under (his agreement shall be borne
and paid, and -all equipment and materidls scquired in operations on the Contracl Area shall be owned, by the parties as their
interests are set forth in Exhibit "A.* In the same manner, Lhe parties shall also own all production of Oil and Gas from the
Contract Arca subject, however, to the payment of oyalties and other burdens on production as described hereafter.

Regardless of which party has contribuled 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 detivered, all burdens on its share of the production from the Contract Arca up to, but not in excess of,
existing burdens and shall indemnify, defend and hold the other parties free from any liability therefor,
Except as otherwise expressly provided in this agreement, if any party has contributed hereto any Lease or laterest which' is
burdened with any royalty, overriding royalty, production payment or other burden on production in excess of the amounts
stipulated above, such party so burdened shall assume and alone bear all such excess obligations and shall indemnify, defend
and hold the other partics hercto harmiess from any and all claims attributable to such excess burden. However, so long as
the Drilling Unit. for the productive Zone(s) is identical with the Contract Area, each party shall pay or dcliver, or cause to
be paid or delivered, all burdens on production from the Contract Arca due under the terms of the Oil and Gas Lease(s)
which such party has contributed to this agreement, and shall indemnify, defcnd and hold the other parties [ree from  any
liability therefor.

No party shalt ever be responsible, on a price basis higher than the price reccived by such party, to any other party's
lessor or royalty owner, and if such other party's lessor or royaity owner should demand and reccive sctiement on a higher
price basis, the party contributing the affected Lease shall bear the additional rayalty burden attributable 1o such higher price.

Nothing contained in this Article TILB. shall be d d an assi of Cr i of i covered hereby,

=}

and in the event two or morc parties contribuie to this agreement jointly owned Leamses, the parties' undivided interests. in
said Leaseholds shall be deemed separate leaschold interests for the purposes of this agreement.
C. Subscquently Created Interests:

If any party has contributed hercto a Lease or Interest that is burdened with an assignment of production given #5 security
for the paymemt of moncy, or if, after the datc of this ugreement, any party crcalcs. an overriding royalty, production
payment, nct profits interest, assignment of production or other burden payable out of production atibotsble to its working
interest hercunder, such burden shall be deemed a "Subscquently Created Interest.” Further, if any party has contributed
hereto & Lease or Interest burdencd with an overriding royalty, production payment, net profits interests. or other burden
payable out of production created prior to the date of this agreement, and such burden is not shown on Exhibit "A" such
burden also shall be deemed u Subscquently Crealed Interest to the extent such burden causes the burdens on such pany's
Lease or Interest to-exceed the amount stipulated in Articic HLB. above.

‘The party whose interest is burdened with the Subsequently Credted Interest (the "Burdened Party™) shall assumc and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless Lhe other
parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses
chargeable hereunder, all provisions of Article VILB. shall be enforcesble against the Subsequently Created Interest in the
same manncr as they arc cnforccable against the working interest of the Burdened Pary. If the Burdencd Party is required
under this agrecment to assign or relinquish to any other party, or partics, all or @ portion of its working imterest and/or the
production atributable thereto, said other. party, or parties, shall receiye said assignment and/or production free and clear of
said Subscquently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE IV.
TITLES
A. Title Examination:

Title éxamination shall be made on the Drillsite of any proposcd well prior (o commencement of drilling operations and,
if a majority in interest of the Drilling Partics so request or Operator so clects, title examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit, of the weil. The opinion will include. the ownership of the working
intcrest, minerals, royalty, ovemiding royalty and production payments under the applicable Leascs. Each party contributing
Leases and/or Oil and Gas lnterests 1o be included in the Drillsite or Drilling Unit, if appropriste, shall fumish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative material in its posscssion free of
charge. All such information not in the possession of or made available to Operator by the partics, bul necessary for the
cxamination of the Gtle, shall be obtained by Opcrator. Operator shall cause title to be examined by attorneys on it staff or
by oulside attorncys. Copies of all litle opinions shall be fumished to each Drilling Party. Costs incurred by Operator in
procuring  abstracts, fees paid outside attorneys for title ination (includi prelimi ' 1. shut-in rovalty

Y. Supp
opinions and division order. title opinions) and other direct charges as provided in Exhibit “C" shall be bome by the Dritling
Parties in the proportion that the interest of cach Drilling Party bears to the total interest of all Drilling Parties as such
interests appear in Exhibit "A*" Operator shall make no charge for services rendercd by its staff attorneys or other personne!
in the performance of the above functions.

Each party shall be responsible for sccuring curative matter and pooling dments or agr required in

connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation

and recording of pooling designations or declarations and itization agr as well as the conducl of heanngs
before governmental agencies for the securing of spacing or pooling orders or any ofher orders necessary or appropriatc to
the conduct of opcrations hereunder.  This shall not prevent any party ffom appearing on its own bchalf at such hearings.
Costs incuired by Operator, including fees paid to outside attomeys, which arc associstcd with hearings before govemmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct
charges 10 the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."

S2-
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Operalor shall make no charge for services rendered by its staff attbmeys or other personnel in the performance of the above
functions.

No well shall be drilled on the Contenct Area until after (1) the title to the Drillsite or Drilling Unit, if appropriate, has
been examined as above provided, and (2) the title has been approved by the examining attomey or litke has been accepted by
all of the Driiling Parties in such well,
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and the loss of sny Lease by expiration at the end of its primary term if it is not renewed or extended. There shall be no
readjusstment of interests in the remaining portion of the Contract Area on account of any joint foss.
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ARTICLE V.
OPERATOR
A, Designation and Responsibilities of Operator:

GRANT CANYON OIL & GAS, LLC shall be the Operator of the Contract Arca, and shall conduct
and direct and have full control of all operations on the Contract Area as permilted and required by, and within the limits of
this agreement  In its performance of services hercunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operntors except as lo the type of operation to be underiaken in accordance
with the election procedures corithined in this agreement. Operator shall not be deemed. or hold itself out as, the agenl of the
Non-Operators with authority to bind them to any obligation or limbility assumed or incured by Operator as to any third
party. Operator shall conduct ils activities under this agrecment as o reasonable prudent operator, in a good and workmantike
manner, with due diligence and dispatch, in accordance with good oilfield practice, and in compliance with applicable law and
regulation, but in no cvent shall it have any fiability as Operator 1o the other partics for losses sustained or liabilitics incurred
except such as may result from gross negligence or willful misconduct.

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

1. Resiemation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators,
If Operator terminates ils legal existence, no longer owns an intercst hercunder in the. Contract Area, or is no longer capable of
serving as Opcrator, Operator shall be deemed to have resigned without any action by Non-Operators, except the sclection of a
successor. Operator may be removed only for good cause by the affinmative votc of Non-Operators owning a majority interest
based on owncrship as shown on Exhibit "A" remaining afler excluding the voting interest of Operator; such vote shall ot be
deemed effective until a writicn notice has been delivered to the Operator by a Non-Operalor detailing the alleged default and
Opcrator has failed 1o cure the defoult within thirty (30) days from its receipt of the notice or, if the default concerns an
opération then being conducted, within forty-eight (48) hours of its receipt of the notice. For purposes hereof, "good cause” shall
mean not only gross negligence or willful misconduct but also the material breach of or inability to mect the standards of
operation contained in Article V. A. or material failure or inability to perform its obligations under this agreement.

Subject to Article VILD.1., such resignation or removal shall not become effective until 7:00 o'clock AM. on the first
day of the calendar month following the expiration of nincty (90) days after the giving of notice of resignation by Operator
or action by the Non-Operators to remove Operator, uniess 2 successor Operator has been sclected and assumes the dutics of
Operator at an carlier date. Operator, afler cffective date of resignation or removal, shall'be bound by the terms hereof as a
Non-Operator. A change of a corporatc name or structure of Operator or transfer of Opcjmlor's intcrest-to_any single

bsidiary, parent or v corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator: Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be selecied by the partics. The successor Operator shall be selected from the patics owning an
interest in the Contract Asea at the time such successor. Operaior is sclected. The successor Operator shall be selecicd by the
affirmative vote of two (2) or more parties owning a majority inicrest bascd on ownership as shown on Exhibit "A"
provided, however, if an Operator which has been removed or is decmed to have resigned fails to vote or voles only to
succeed itself, the successor Operator shall be selected by .the affinmative votc of the party or parlies owning a majority
interest based on ownership as shown on Exhibit "A" remaining aficr excluding the voting interest of the Operator thal was
removed or resigned. The former Operator shall promptly defiver to the successor Operator all records and data relating to
the operations conducted by the former Operator tothe exlent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copyitg the former Operator's records and data shall be charged 1o the joint
account.

3. Effect of Bankruptcy: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have
resigned without any action by Non-Operators, except the selection of ‘a_successor. If a petition for relie( under the federal
bankruptcy laws is filed by or against Operator, and the removal of Operator is prevented by the federal bankruptcy court, all
Non-Operatars and Operator shall comprise an interim operaling commitiee to serve until Operator has clected to reject or
assume this agreement pursuant to the Bankruptey Code, and an clection to rejeet this agreement by Operator as a debtor in
possession, of by a trustee-in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators.
except the selection of a successor. During the period of time the operating committec controls opcrations, all actions shall
require the approval of two (2) or more parties owning 2 majority interest based on owncrship as shown on Exhibit "A" in
the event there are only two (2) parties to this agreement, during the period of time the operating commitiee controls
operations, a third party acceptsble to Operator, Non-Operator and the federal” bankruptcy court shall be sclected as a
member of the operating committec, and all actions shall require the spproval of two (2) members of the operating
committee without regard for their interest in the Contract Area based on Exhibit *A."

C. Employces and Contractors:

The number of cmployces or contractors used by Operator in conducting operations hercunder, Lheir selcction, and the
hours of labor and the compensation for services performed shall be determined by Operator, and all such employces or
contractors shall be the employees or contractors of Operator.

D. Rights and Dutics of Operator:

1. Competitive Rates and Use of Affilintes: All wells drilled on the Contract Area shall be drilled on a compelitive
contract basis at the usual rates provailing in the arca  1f it so desires, Operator may employ its own tools and equipment in
the. drilling of wells, but its charges therefor shall not excecd the prevailing rates in the area and the vate of such charges
shall bc agreed upon by the parties in writing before drifling operations arc commenced, and such work shall be performed by
Operator under the same terms and conditions as arc customary and usual in the arca in contracts of independent  contraciors
who arc doing work of a similar nature.  All work performed or materials supplicd by affiliates or related partics of Operator
shall be performed or supplied at competitive rales, pursuant 1o written agreement, and in accordance with customs and
standards prevailing in. the industry.

2. Discharge of Joint Account Oblizations: Except as hercin otherwise specifically provided, Operator shall promptly pay
and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreement and shall
charge each of the parties hereto with their respective _proportionate shares upon the expense basis provided in Exhibit "C."
Opetator shall keep an accurate record of the joint account hercunder, showing expenses incurred and charges and credils

2 ceived. . . .
o o Lins: PSS o Mo Qperators prying ot ot O 04T S0 LR Yoy, al acouns
of contractors and suppliers and wages and salaries for services rendered or performed, and for materals supplied on, to or in

respect of the Contract Arca or any operations for the joint account thereof, and shall keep the Contract Arca free from

.
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licns and encumbrances resulting therefrom except for those resulting from a bona fide dispute as to scrvices rendered or
matcrials supplied.

4, Custody of Funds: Operator shall hold for the account of the Non-Opcrators any funds of the Non-Operators advanced
or paid to the Operator, tither for the conduct of opcrations hercunder of as a result of the sale of production from the
Coniract Area, and such funds shall remain the funds of the Non-Operators on whose account they arc advanced or paid untit
used for their intended purpese or otherwise delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in. this paragraph shall be construed fo establish a fiduciary relationship between Operator
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 maintcnance by Operator of stparate accounts for the funds of Non-Operators unless the
parties otherwise specifically agree.

5. Access to Contract Arca and Records: Operator shall, except as otherwise provided herein, permit each Non-Operator
or its duly authorized representative, at the Non-Operator's sole risk and cost, full and frec access at all reasonable times to
all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
operations conducted thercon or production thercirom, including Operator's books and records relating thereto.  Such access
rights shall pot be excrcised in a manner interfering with Operator's conduct of an operation hercunder and shall not obligate
Operator o fumish any geologic or geophysical data of an interpretive nature unless the cost of prepamution of such
intetpretive data was charged to the joint account. Operator will fumnish to each Non-Operator upon request copies of any
and all reports and information obtained by Operator in connection with production and velated items, including, without
limitation, tmeter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but cxcluding
purchasc contracts and pricing information to the extent not applicable to the production of the Non-Operator seeking the
information.  Any audit of Operator's records relating to amounts expended and the appropriatencss of such expenditurcs
shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6. Filing and_Furnishing Governmental Reports; Operator will file, and upon written request promptly fumish copics o
each requesting Non-Operator not in default of its payment obligations, all opcrational notices, reports or applications
required 10 be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hercunder.
Each Non-Operator shall provide lo Operator on a timely basis all information neccssary to Operator to make such filings.

7. Drilling and Testing Operations: The following provisions shall apply to each well drilled hereunder, including but not
limited to the Initial Well:

(a) Operator will promptly advisc Non-Operators of the date on which the well is spudded, or the date on which
drilling operations ure commenced.

{b) Operator will send to Non-Operators such reports, test results and notices regarding the progress of operations on the well
as the Non-Operators shall reasonably request, including, but not limited to, daily drilling reports, corpletion reports, and.well logs.

(c) Operator shall adequately test all Zones encountered which may rcasonably be expected to be capable of producing
Oil and Gas in paying quantitics as 8 result of examination of the clectric log or any other logs or corss of tests conducied
hereunder.

8. Cost Estimates: Upon request of any Consenting Pasty, Operator shall furnish estimales of current and cumulative costs
incwred for thc joint account at reasonable intervals during the conduct of any operation pursuani to this agreement.
Operator shall not be held fiable for errors in such estimates so long as the estimates arc made in good faith.

9. Ipsurance: At all times while operations are conducted hereunder, Operator shall comply with the workers
compensation law of the stae where the operations are being conducted; provided, however, that Operator may be a self-
insurer for liability under said compensation laws in which event the only charge that shall be made o the joint account shall
be as provided in Exhibit *C." Operator shall also carry or provide insurance for the benefit of the joint account of the partics
as outlined in Exhibit *D" altached hereto and made a part hereof Operator shall require all contractors engaged in work on
or for the Contract Area to comply with the workers compensation law of (he state where the operations are being conducted
and to maintain such other insurance as Operator may require.

In the event automobile fiability insurance is specified in said Exhibit *D," or subsequently reccives the approval of the
parties, no direct charge shallbe made by Opesator for premiums paid for such insurance for Operator's automotive
equipment.

ARTICLE VI.
DRILLING AND DEVELOPMENT
A—lnitislWell: Participation Agreement
On-oboforath day-of- ~Op hall the-drilling-of the-nital
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to ‘tﬁm lmﬁal Well. “{; on the excéution and delivery of this Agreement, the provisions of this Agreemen! shall become applicuble 6
the Initial Well, cxccp‘; to the extent inconsistent with the Surviving PA Terms.
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B. Subsequent Operations:
1. Proposed Qperations: If any party hereto should desire to drill any well on the Contract Arca other than the Initial 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

_5.
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producing in paying quantities in’ which such party has not otherwise relinquished its inlerest in the proposed objective Zone under
this agreement. the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written
notice of the proposed operation 1o the parties who have not otherwise relinquished their interest in such objective Zonc
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under this agreement and to all other partics in the case of a proposal for Sidetracking -or Deepening, specifying the work to be
performed, the focation, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such a
notice is delivered shaft have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the responsc period shall be limited to forty-
cight (48) hours, exclusive of Saturday, Sunday nnd legal holidays. Failure of a party to whom such nolice is delivered to reply
within the period above fixed shall constitutc an clection by that party not (o participate in the cost of the proposed operation.
Any proposal by a party to conduct an operation conilicting with the operation inilialty proposed shall be delivered to all parties
within the time and in the manner provided in Article VLB.G.

If all parties to whom such notice is. delivered elect to participate in such a proposed operation, the parties shall be
contractually committed to participate thercin provided such operations are commenced within (he time period hereafter set
forth, and Operator shall, no later than nincty (90) days afler expiration of the notice period of thirty (30) days (or as
promptly as practicable after the cxpiration of the forty-cight (48) hour period when a dnlling rig is on location, as ibe casc
may be), actually commence the proposed operation and hereafier complete 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 to the other pardies, for a period of up to ninety (90) thisty-(30) additional days if, in the sole opinion of Operator, such
additional time is reasonably nccessary 1o oblain permits from govemmental authorities, surface rights (including rights-of-
way) or appropriate drilling cquip or to pl title ination or curative matter required for title approval or
acceptance.  If' the actual operation has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any party hercto still desires to condoct
said opcration, wrilien notice proposing same must be resubmilted to the other parties in accordance herewith as if no prior
proposal had becn made. Those parics that did not participate in the drilling of a well for which a proposal to Decpen or
Sidctrack is made hereunder shall, if such parties desire to participate in the proposed Decpening or Sidetracking operation,
reimburse the Drilling Parties in accordance with Article VLB.4. in the cvent of a Decpening operation and in accordance
with Article VLB.S, in the event of 2 Sidetracking operation.

2. Operations by Less Than All Parties;

(2) Detemination_of Participation. If any party to whom such notice is delivered as provided in Article VI.B.1. or
VLC.1. (Option No. 2) elects not. to participate in the proposed operation, then, in order to be entitled to the benefits of this
Article, the party or parties giving the notice and such other partics as shall clect o participate in the operation shall, no
later than ninety (90) days after the expiration of the notice period of thirty (30) duys (or as promptly as practicable after the
expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation and complete it with duc diligence. Operator shall perform all work for the accoumt of the Consenting
Parties; provided, however, if no drilling rig or other cquipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Parties shall either: (i) request Operator to perform the work required by such proposed operation for the
account. of the Consenting Parties, or (i) designate one of the Consenting Partics as Operator to perform such work.  The
rights and dutics granted to and imposed upon the Operator-under this agreement are granted to and imposed upon the party
designated as Operator for an opcration in which the original Opcrator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Articic VLB.2,, shall comply with all terms and conditions of this
agreement.

If lcss than all partics approve any proposcd operation, the proposing party, immediately afier the expiration of the
applicable notice period, shall advise all Parties. of the total interest of the parties approving such operation  and—its
?‘é‘i‘c?.‘?“r?eam e e T T P e P T e R et T v e Dok et ot ined, ach
onsenting Party,
within forty-cight (48) hours (cxclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
proposing party of its desire to (i) limit participstion to such party's interest as shown on Exhibit "A" or (i) camry only its
proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Partics in
the Contract Area) of Non-Conscnting Parties interests, or (iii) carry its proportionale part (determined as provided in (ii)) of
Non-Consenting Parties' intercsis together wilh all-or a portion of its. proportionate part of any Non-Conscnting Partics’
inlcrests that any Consenting Party did not elect to take. Any interest of Non-Consenting Partics thal is not carricd by a
Consenting Party shall be-deemed to be carried by the party proposing the operation if such party does not withdraw its
proposal.  Failure to-advise the proposing party within the time required shall be deemed an election under (i). In the cvent a
drilling rig is on location, notice may be given by telcphone, and the time permitted for such & response shall not exceed a
total of forty-cight (48) hours (exclusive of Saturday, Sunday and legal holidnys). The proposing party, al its clection, may
withdraw such proposal if there is less than 100% participation and shall notify -all panies of such decision within ten (10)
days, or within tweaty-four (24) hours if a drifling rig is on location, following expiration of the mpplicable response period.
If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties
of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VLB: 1., subject to the same extension right as provided thercin. '

(b) Relinguishment of Intercst for. Non-Participation, The entire cost and risk of conducling such operations shall be
bome by the Consenting Parties in the proportions they have clected to bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the Jeaschold estates involved in such operations: free and clear of all liens and
encumbrances of cvery kind created by or arising from e operations of the Consenting Parties. If such an operation results
in a dry hole, then subject to Articles VLB.6. and VLE3, the Consenting Parties shall plug and abandon the weil and restore
the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Paities that
participated in the drilling, Deepening or Sidetracking of the well shall remain liable For, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not

d by the sub operations of the Consenting Parties.”  If any well drilled, Reworked, Sidetracked, Deepened,

Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Qil and/or Gas in
paying quantitics, the Consenting Parties shall Complete and equip the well to produce al their solc cost and risk, and the
well shall then be turmed over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the
expense and for the account of the Consenting Parties, Upon commencement of operations for the drilling, Reworking,
Sidetracking, Recompleting, Deepening or Plugging Back of any such well by Consenting Parties in accordance with the
provisions of this Asticle, each. Non-Consenting Party shall be d d to have rclinquished o C ing Panti¢s, and the

Consenting  Parties shall own and be entitled to receive, in proportion o their respective interests, all of such Non-
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Consenting  Party's inlerest in the well and share of production thercfrom or, in the case of a Reworking, Sidetracking,
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Deepening, Recompleting or Plugging Back, or a Completion pursuant to Article VI.C.I.  Option 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
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3. Stand-Bv_Costs: When a weli which has been drilled or Decpened bas reached its authorized depth and all tests have
been completed and the results thereof furnished to the parties, or when operations on the well have been  othenvise
terminaicd pursuant to Article VLF., stand-by costs incurred pending response to a party's nolice proposing a Reworking,
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (including the period required
under Adicle VLB.6. to rcsolve competing proposals) shall be charged and bomme as part of the drilling or Deepening
operation just completed. Stand-by costs subsequent to all partics responding, or expiretion of the response time permitied,
whichever first occurs, and prior (0 agreement as to the participating i of all C ing Partics p ant to the terms
of the sccond grammatical paragraph of Atticle VLB.2. (a), shalf be charged to and borne as part of the proposed operation,
but if the proposal is subsequently withdrawn becausc of insufficient participation, such stand-by costs shall be allocated
between the Consenting Parties in- the proportion each Consenting Party's interest as shown on Exhibit "A" bears to (he total
interest as shown on Exhibit "A" of all Conscnting Parties.

In the cvent that notice for a Sidetracking operation is given whilc the drilling rig 1o be utilized is on location, any party
may request and receive up to five (5) additional days after expiration of the forty-eight hour response period specified in
Article VLB.L. within which to respond by paying for all stand-by costs and other costs incurred during such extended
response period; Operator may require such pary to pay the estimated sland-by time in advance as a condition to extending
the response period. © If more than one party elecls to lake such additional lime to respond to the notice, standby costs shall be
atlocuted botween the parties taking additional time to respond on a day-to-day basis in the proportion each electing party’s
interest as shown on Exhibit "A" bears to the tolal interest as shown on Exhibit "A" of all the electing partics.
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6. Order of Prefcrence of Operations. Except as otherwise specifically provided in this agreement, if any party desires 10
propose the conduct of un. operation {hat conflicts with a proposal that has been made by a party under this Article VI, such
party shall have Gfteen (15) days from delivery of the initial proposal, in the case of a proposal to drill a well or to perform
an operition on a well where. no drilling rig is. on focation, or twenty-four (24) hours, exclusive of Samrday, Sunday and Jegal
holidays, from delivery of the initial proposal, if a drilling rig is on location for the welt on which such operation is to be
conducted, to deliver to-all parties entitied o participatc in the proposcd operation such party's alternative proposal, such
alternate proposal to contain the same information required to_be included in the initiat proposal.  Each party receiving such
proposals shall elect by delivery of “notice to Operator. within five (3) days after expiration of the proposal period, or within
twenty-four (24) hours (exclusive of Saturday, Sunday and legal holidays) if a drilling rig is on Jocation for the well that is the
subject of the proposals, 10 participate in onc of the competing proposals. Any party not electing within the time required
shall be dcemed not to have voled. The proposal receiving the vote of parties owning the largesl aggregatc percentage
interest of (he parties voting  shall have priority over all other competing proposals; in the case of a tic vote, the
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initial proposal shall prevail. Operator shall deliver notice of such result to all partics cntitled to participate in the operation
within five (5) days after expiration of the election period {or within twenty-four (24) hours, exelusive- inclusive of Saturdny, Sunday
and legal holidays, if a drilling rig is on location). Each party shall then have two (2) days (or twenty-four (24) hours if a rig
is on Tlocation) from receipl of such notice to elect by delivery of noficc to Operator to participate in such operation or Lo
relinquish interest in the affected well pursuant to the provisions of Acticle VILB.2.. failure by a party to deliver notice within
such period shall be deemed an election not to participate in the prevailing proposal.

7. Conformity to Spacing Pattern, Notwithstanding the provisions of this Article VI.B.2., it is agreed that no wells shall be
proposed to be drilled to or Completed in or produced from a Zone from which a welf located elsewhere on Lhe Contract
Arca is producing, unless such well conforms to the then-existing well spacing pattern for such Zone.

8. Paving, Welis. No party shall conduct any Reworking, Deepening, Plugging Back, Completion, Recompletion, or
Sidetracking operation under this agrcement with respect to any well then capable of producing in paying quantitics except
with-the consent of all partics that have not relinquished interests in the well at the time of such operation.

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
drilled, Deepened or Sidetracked pursuant to the provisions of Article VI.B.2. of this agreement. Consent to the drilling.
Decepening or Sidetracking shalt inctude:

& Optien—Ne—1=—Al y—expenditures—or—the—drilling—Deopening Sidetracki testing,—Complating—and

1 'rr' "d_ Il" T 3y "g A sy ""'“‘il-it»ies:

¥ Option No. 2. All necessary expenditures for the drilling, Deepening or Sidetracking and testing of the well, When

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

thereof fumished to the parties, Operator shall give immediate notice to thc Non-Opcrators having the right 10

parlicipate in a Completion attempt whether or not Operator recommends attempting 1o Complele the  well,

together with Operator's AFE for Completion costs if not previously provided. The partics receiving such notice
shall have forty-cight (48) hours (exclusive of Saturday, Sunday and lcgal holidays) in which to clect by delivery of
nolice to Qperator to participatc in a recommended Completion attempt or to make a Completion proposal with an
accompanying AFE.  Operator shall deliver any such Completion proposal, or any Complction proposal conflicting
with Operator's proposal, to the other partics entitled to participate in such Completion in accordance with the
procedures specified in Article: VILB.6.  Election to participate in a Completion” attempt shall include consent to alf
necessary expenditures for the Completing and ¢quipping of such swell, including necessary tankage. and/or surface
facititics but excluding any siimulation opcration not ined on the Completion AFE. Failure of any party
recciving such notice to reply within the period above fixed shall conslitule an election by that party not to
putticipate in the cost of the Completion attempt; provided, that Article VIB.6. shall control in the case of
conflicting Completion proposals. 1f onc or more, but less than all of the partics, elect lo attempt a Completion,. the
provision of Articie VLB.2. hereof (the phrase "Reworking, Sidetracking, Deepcning, Recompleting or Plupging

Back" as contained in Article VLB.2. shall be deemed to include “Completing") shall apply to the operations

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

scparate Completion or Recompletion atempt undertaken hercunder, and an clection to become a Non-Consenting

Party as (o onc Completion or Recompletion” attempt shall not prevent a party from becoming a Consenting Party

in subscquent Completion or Recompletion attempts: regardless whether the Consenting Parties as to  earlier

Completions or Recompletion have recouped their costs pursuant to Article VIB2., provided further, tat any

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

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

Completion or Recompletion atempt shall requirc such party 1o pay its proportionaic share of the cost of saivable

materials and cquipment installed in the well pursuant o fhe previous Completion or Recompletion attempt,

insofar and only insofar as such materials and equipment benefit the Zone in which such party participates in a

Completion attempt.

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 Article VIB.2. of this agrecment. Consent to (he Reworking,
Recompleting or Plugging Back of a well shall include alt y expenditurcs in ducting such operations and
Completing and equipping of said well, including necessary tankage and/or surface facilitics.

D. Other Opcerations:
Operator shall not undertake any single project reasonably estimated to require an expenditure in excess of __Fifty.

Thousand Dollars ($.59,000.00 ) except in connection with the
drilling, Sidetracking, Reworking, Decpening, Completing, Recompleting or Plugging Back of a well that has been previously
authorized by or pursuant to this agreement; provided, however, that, in casc of explosion, fire, flood or other sudden

emergency, whether of the same or different nature, Operator may take such steps and incur such cxpenses as in its opinion
are required to deal with the emergency to safeguard life and property but Operator, as promptty as possible, shall rcpont the
cmergency to the other parties. If Operator prepares an ATE 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 e Dollars
($-50,000.00 ). Any party who has not rlinquished its interest in 2 well shall have the right o propose that
Operator perform repair work or undertake the installation of artificial lift equipment or ancillary production facilities such as
salt water disposal wells or to conduct additional work. with respect to a well drilled hercunder or other similar project (but
not including the installation of gathering lincs or other - transporiation or marketing facilities, the instaflation of which shall

be govemed by separate agreciment between the parties) reasonably estimated to require an expenditure in excess of the
amount first set forth sbove in this Article VLD. (except in conncction with an opcmtion reguired to be proposed under
Articles VLB.1. or VLC.l. Option No. 2, which shall_be governed exclusively be those Articles). Operator shall deliver such
proposal 1o all parties cntiticd to participate therein. [f within thiny (30) days thereof’ Operator secures the written consent
of any party or parties owning al least 50 of the interests of the parties entitled to participate in such operation,
cach party having the right to participate 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 pursuant lo the tlerms
of the proposal.
E. Abandonment of Wells:

1. Abandonment of Dry Holes: Except for any well drilled or- Deepened pursuant to Article V1.B.2,, any well which has
been drilled or Deepencd under the terms of this agreement and is proposed lo be completed as a dry hole shall not be
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piugged and abandoncd without the consent of all pasties. Should Operutor, after diligent effort, be unable to comtacl any
party, or should any party fail to reply within forty-cight (48) hours {exclusive inclusive of Saturday, Sunday and legal holidays) after
delivery of notice of the proposal to plug and abandon such well, such party shall be d d to have d to the
proposed abandonment. ANl such wells shall be plugged and abandoned in accordance with applicable regulations and at the
cost, risk and expense of the parties who participated in the cost of drilling or Decpening such well.  Any party who objects 1o
piugging and abandoning such well by noticc delivered to Operator wilhin forty-cight (48) hours (exelusive inclusive of Saturday,
Sunday and legal holidays) after delivery of notice of the proposed plugging shall take over the well as of the cnd of such
forty-cight (48) hour notice period and conduct further operations in search of Oil and/or Gas subject to the provisions of
Article VLB.; failure of such party to provide proof rcasonably satisfactory to Operator of its financial capability 10 conduct
such operations or to take over the well within such period or thereafler 1o conduct operations on such well or plug and
abandon such well shal! entitle Operator to retain or lake possession of the well and plug and abandon the well.  The party
taking over the well shall indemnify. Operator (if Operator is an abandoning party) and the other abandoning parties against
liability for any further operations conducted on such well except for the costs of plugging and abandoning the well and
restoring the surface, for which the abandoning parties shall remain proportionately fiable.

2. Abmndonment of Wells That Have Produced: Except for any well in which a Non-Conscnt operation has been
conducted hiereunder for which the Consenting Parties have not been fully reimbursed as herein provided, any well which has
been completed as a producer shall not be plugged and abandoned without the consent of all parties. If all parties consent to
such abandonment, the well shall be plugged and abandoned in accordance with applicable regulations and at the cost, sisk
and cxpensc of all the parties hereto. Failure of a party 10 reply within sixty (60) days of delivery of notice of proposed
band shall be deemed an election to. consent to the proposal.  If, within sixty (60) days afier delivery of notice of the
proposed abandonment of any well, all partics do not agree to the abandonment of such well, those wishing to continue its
operation from the Zonc then open 1o production shall be obligated to take over the well as of the cxpiration of the
applicable notice period and shall indemnify Operator (if Operator is an abandoning party) and the other abandoning partics
against liabitity for any further operations on the well conducted by such partics. Failure of such party or parties o provide
proof reasonably satisfactory to Operator of their financial capability to conduct such operations or to take over the well
within the required period or thercalter to conduct operations on such well shall cntitie operator to retain or take possession
of such - well and plug and abandon the well.

Parties taking over a well as provided herein shall tender te each.of the other purties its proportionate share of the value of
the well's salvable smaterinl and cquipment, determined in accerdance with the provisions of Exhibit "C,” less the estimated cost
of salvaging and the estimated cost of plugging and abandoning and restoring the surface; provided, however, thal in the cvent
the estimated plugging and abandoning and surface restoration costs and the cstimated cost of salvaging arc higher than the
value of the well's solvable material and cquipment, cach of the abandoning parties shall tender to the parties conlinuing
operations their proportionate shares of the cstimated excess cost. Each abandoning party shall assign to the non-abandoning
purties, without warranty, express or implicd, as to title or as to quantity, or fitness for use of the cquipment and material, all
of its interest in the wellbore of the well and related cquipment, logether with its interest in the Leaschold insofar and only
insofar as such Leaschold covers the right (o obtain production from that wellbore in the Zone then open to production. U the
intercst of the abandoning parly is or includes and Oil and Gas Interest, such party shall execute and deliver to the non-
abandoning party or partics an oil and gas léase, limited to the wellbore and the Zone then open to production, for z term of
onc (1) year and so long thercafler as Oil and/or Gas is produced from the Zone covered thereby, such lcase to be on the form
attached as Exhibit "B." The assignments or leases so limited shall encompass the Drilling Unit upon which the well is located.
The payments by, and the assignments or leases fo, the assignees shall be in a ratio based upon the relationship of their
respective pereentage of participation in the Contract Arca to the aggregate of the percentages of participation in the Contract
Area of all assignees. There shali be no readjustmeot of interests in the remaining portions of the Contract Area.

Thercafter, abandoning parties shall have no further responsibility, Jiability, or interest in the operation of or production
from the well in the Zoné then open other than the royalties retained in any lease made under the terms of this Article.  Upon
request, Operator shall continue to operate the assigned well for the account of the non-abaridoning parties at the ratcs and
charges contemplated by this -agreement, plus any additional cost and charges which may arise as the rosult of the scparate
ownership of the assigned well. Upon proposed abandonment of the producing Zone assigned or leascd, the assignor or lessor
shall then have the option to repurchase its prior interest in the well (using the same valuation formula) and participate in
further operations therein subject to the provisions hereof.

3. Abandonment of Non-Consent Operations: The provisions of Aricle VLE.1. or VLE.2..above shall be applicable as
between Consenting Parties in the event of the proposed sbandonment of any well cxcepted from. said Articles; provided,
however, no well shall be permanenfly piugged and abandoned unless and until all partics having the right to conduct further
operations therein have been notified of the proposed abandonment and afforded the opportunity to clect to take over the well
in accordance with the provisions of this Article VLE. and provided further, that Non-Consenting Partics who own an interest
in a portion of the well shall pay their proportionate shares of abandonment and surface restoration cost for such well as
provided in Article VI.B.2.(b).
£, Termination of Operations:

Upon the commencement of an operation for the drilling, Reworking, Sidetracking, Plugging Back, Decpening, testing,
Completion or plugging of a well, including but not limiled to the lnitial Well, such operation shall not be terminated withoul
consentof partiesbearing__ 30 %ofthe cosls of such operation; provided, however, that in the event granite or other
practically impencuable substance or condition in the hole is encountered  ‘which renders further operations  impractical,
Operator may discontinue. operations and give notice of such condition in the manner provided in Article VIB.), and the
provisions of Article VLB, or VLE. shall thercafier apply to such operation, as appropriate.

G. Taking Production in Kind:
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Onption No, 2: No Gas Balancing Agreement:

Each party shall take in kind or scparately dispose of ils proportionate share of all Oil-and Gas produced from
the Contract Arca, exclusive of production which may be used in developmert and producing operations and in
preparing and treating Oiff and Gas for marketing purposes and production unaveidably lost Any extra expenditures
incurred in the taking in kind or scparate disposition by any party of its proportionate share of the production shall
be bome by such party. Any party taking its share of production in kind shall be required to pay for only its
proportionate sharc of such part of Operator's surface facilities which it uses.

Each party shall exccute such division orders and contracts as may be necessary for the sale of its interest in
production from the Contract Area, and, except as provided in Article VILB., shall be entitled 10 receive payment
directly from the purchaser thereof for its share of all production.

If any party fails to moke the arrangements necessary to take in kind or separately dispose of its proportionate
share of the Oil andfor Gas produced from 'the Conwract Arca, Operator shall have the right, subject to the
revocation at will by the party owning it. but not the obligation, to purchase such Oil and/or Gas or sell it to others
al any time and from time to time. for the account of the non-taking party. Any such purchase or sale by Operator
may be terminated by Operator upon at least ten (10) days written notice to the owner of said production and shall
be subject always to the right of the owner of the praduction upon at least ten (10) days written nolice to Operator
to exercise its right to take in Kind, or scparaiely disposc of, its share of all Oil and/or Gas notl previously delivered
lo a purchaser, provided, however, that the effective date of any such revocation may be deferred at Operator's

clection for a period not to exceed nminety (90) days if Operator has committed such prod to a t

P

cantract having a term exiending beyond such ten (10) -day period. Any purchase or sale by Operator of any other

party's share of Oil and/or Gas sball 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 cvent for a period in excess of one (1)
vear,

Any such sale by Operator shall be in a manner commercially reasonable under the circumstances, but Operator
shall have no duty to share any existing market or transportation arangement or to obtain a price or transportation
fee equal to that received under any existing market or trapsportation amangement — The sale or delivery by
Operator of a non-taking party’s share of production under the terms of any existing contract of Operator shall not
give the non-taking party any interest in or make the non-taking party a party to said contract. No purchase of Oil
and Gas and no sale of Gas shall be made by Opcrator without first giving the non-taking party ten days written
notice of such intended purchase or sale and the price to be paid or the pricing basis to be used. Operator shall give
notice to all partics of the first sale of Gas from any well under this Agreement,

All parties shall give fimely written notice to Operator of their Gas marketing arangements for the following
month, excluding price, and shall notify Operator immediately in the event of a change in such arTangements.
Opcrator shall maintain records of all markeling arrangements, and of volumes actually sold or transporied, which
records shall be made available to Non-Operators upon reasonable request.

ARTICLE VIIL.
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the panies shall be several, not joint or collective. Each party shall be responsible only for its obligations,
and shall be liable only for its proportionate share of the costs of developing and operating the Contract Area.  Accordingly, the
liens granted among the parties in Article VIL.B. are given to sccure only the debts of each severally, and no party shall have
any liability to third partics hereunder to satisfy the defanlt of any other party in the payvment of any expense or obligation
hereunder. It is not the intention of the parties to create, nor shall this agreement he construed as creating, a mining or other
parinership, joint venture, agency relationship or assaciation, or to render the parties liable as pariners, co-venturers, or
principals. In their relations with cach other under this agreement, the parties shall not be considered fiduciaries or 10 have
established a confidential relationship but rather shall be free to act on an amm's-length basis in accordance with their own
respective sell-interest, subject, however, to the obligation of the parties to act in good faith in their dealings with each other
with respect to activities hereander.
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B. Licns and Sccurity Interests:

Each party grants to the other parties herefo a lien upon any inierest it now owns or hercafter acquires in Oil and Gas
Leases and Oil and Gas Interests in the Contract Aren, and a security interest and/or purchasc moncy security interest in any
interest it now owns or hercafter acquires in the personal property and fixtures on or uscd or obtained for use in conncction
therewith, to secure -performance of all of its obligations under this ag) including but not limited to payment of expense,
interest and fees, the proper disbursement of all monics paid 1 der, the assj or relinguish of interest in Ol
and Gas Leases as required hereunder, and the proper performance of operations hereunder.  Such lien and sccurity interest
granted by cach party hercto shall include such party's leaschold interests, working interests, operating rights, and rovalty and
overriding royalty linterests in the Contract Area now owned or hereafier. acquired and in lands pooled or unitized therewith or
otherwise becoming subject to this agrcement, the Oif and Gas when cxtracted therefrom and equipment situated thereon or
used or obtained for usc in comnection th ith (including, without 1i

ion, all wells, tools, and tubular goods), and accounts
(including, without limilation, accounts arising from gas imbalances or from the sale of Oil andlor Gas at the wellhead),
contract rights, inventory and general intangibles relating thercto or arising therefrom, and all proceeds and products of the
foregoing.

To perfect the lien and security sgreement provided herein, cach party hercto shall execute and acknowledge the recording
supplement and/or any financing stntement prepared and submitted by any party hercto in conjunction herewith or at any time
following cxceution hereof, and Operator is authorized to file this agreement or the recarding supplement exccuted herewith as
4 ficn or mortgage in the applicable real estate records und as 4 financing stalement with the proper officer under the Uniform
Commercial Code in the state in which the Contract Area is situated and such other stales as Operator shall deem appropriate
to perfect the sccurity interest granted hereunder. Any party may file this agreement, the rccording supplement exccuted
herewith, or such other documents as it deems necessary as a lien or morigage in the applicable real estate records and/or a
financing staternent with the proper officer under the Uniform Commercial Code.

Each party represents and warrants to the other partics hereto that the len and security interest granted by such parly to
the other partics shall be a first and prior lien, and each party hereby agrees to maintain the priority of said licn and sccurity
interest against all persons acquiring an interest in Qil and Gas Lesses and Inferests covered by this agrcement by, (hrough or
under such party. All parties scquiring an interest in Oit and Gas Leases and Oil and Gas Interests covercd by this agreement,
whether by assignment, merger, morigage, operation of law, or otherwise, shall be deemed to have taken subject
to the fien and security interest granted by this Asticle VILB. as to all obligations attributable to such interest hercunder
whether or not such-obligations arise before or after such interest is acquired,

To the extent that partics have a sccurity interest under the Uniforn Commercial Code of the state in which -the
Contract Area is situoted, they shall be entitled to cxercise the rights and remedies of a secured party under the Code.
The bringing of a suit and the obtaining of judgment by a paty for the sccured indebledness shall not-be deemed an
election of remedies or otherwise affect the licn righls or security inferest as security for the payment thereof I
addition, upon defaull by any party in the payment of its sharc of cxpenses, inlercsts or fees, or upon the improper use
of funds by the Opcrator, the other partics shull have the right, without prcjudice to other rights or remedies. lo collect
from the purchaser the proceeds from the sale of such defauliing pany’s share of Oil and Gas until the amount owed by
such party, plus interest as provided in "Exhibit C," hus been received, and shall have the right to offset the amount
owed against the procceds from the sale of such defauiting party's share of Oil and Gas. ANl purchasers of production
may rely on a notification- of default from the non-defaulling party or parties stating the amount due as a resull of the
default, and all parties waive any recourse available against purchasers for releasing production proceeds as provided in
this paragraph.

If any party fails 1o pay its share of cost within one hundred twenty (120) days after rendition of 2 statement therefor by
Operator, (he non-defaulting parties, including Operator, shall upon request by Operator, pay ihe unpaid amount in the
proportion that the interest of each such party bears to the interest of all such parties. The amouni paid by each party so
paying its share of the unpaid amount shall be sccured by the liens and security rights described in Article VILB., and cach
paying party may independently pursue any remedy available hereunder or othenwise.

If any party does not perform all of its_obligations hereunder, and the failure o perform subjects such party to foreclosurc
or execution proceedings pursuant to the provisions of this agrecment, to the extent allowed by goveming law, the defaulting
party waives any available right of redemption from and afier the date of judgment, ‘any required valuation or appraisement
of the mortgaged or secured property prior to sale, any available right to stay execulion or to require a mershaling of assets
and any required bond in the event a receiver is appointed. In addition, to the extent permitted by applicable law, each purty
hereby grants to the other partics a power of sale as to anmy property that is subject to the lien and sccurity rights granted
hereunder, such power to be exercised in the manner provided by applicable law or otherwise in a commercially reasonable
manner and upon reasonable notice.

Each party agrecs that the other parties shall be cntitled to utilize the provisions of Oil and Gas lien law or other licn
law of any state in which the Contract Arca is situated to enforce the obligntions of cach party hereunder.  Without limiting
the generality of the forcgoing, to the cxtent permitted by applicable law, Non-Operators agree that Operator may invoke or
utilize the mechanics' or muterialmen's licn law of the state in which the Contract Arca is situated in order to sccure the
payment to Opcrator of any sum duc hereunder for services performed  or  materials  supplied by  Operator.
C. Advances:

Operator, at its clection, shall have the right from time to time to demand and receive from one or more of the other
partics payment in advance of their respective shares of the cstimated amount of the expense to be incurred in operations
hercunder during the next succeeding month, which right way be exercised only by snbmission to each such party of an
itemized statement of such cstimated expense, together with an invoice for its share thercofl  Each such statement and invoice
for the payment in advance of estimated cxpense shall be submitted on or before the 20th day of the next preceding month.
Each party shall pay to Operator its proportionate sharc of such estimate within fifteen (13) days afler such estimate and
invoice is received. If any party fails to pay its sharc of said estimate within said time, the amount due shall bear interest as
provided in Exhibit “C" until paid. Proper adjustoent shall be made monthly between advances and actual expense to the end
that each party shall bear and pay its proportionate share of actual expenses incurred, and no more.

D. Defaults and Remedies:

If any party fails to discharge any financial obligation under this agreement, including without limitation the failure to
make any advance under the preceding Article VILC. or any other provision of this agreement, within the period required for
such payment hereunder, then in addition to the remedies provided in Anicle VILB. or elsewhere in this agreement, the
remedies specified below shall be applicable.  For purposes of this Article VILD,, all notices and elections shall be delivercd
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only by Operator, except that Operator shall deliver any such notice and clection requested by a non-defaulting Non-Operator.
and when Operator is the party in default, the applicable notices and clections can be delivered by any Non-Operator.
Election of any onc or more of the following remedies shall not preclude the subscquent use of any other remedy specificd
below or otherwise available to a non-defaulting party.

1. Suspension of Rights; Any party may dcliver to the party in default a Notice of Defauit, which shall specify the default,
specify the action to be taken to cure the default, and specify that failure (o take such action will result in the exercise of one
or more of the remedies provided in this Article. If thc default is not cured within thirty (30) days of the delivery of such
Notice of Defauit, ali of the rights of the defaulting panty granted by this agreement may upon notice be suspended until the
defmult is cured, without prejudice to the right of the non-defaulting party or parties to continue (o enforce the obligations of
the defaulting party previously accrued or thereafler accruing under this agreement.  If Operalor is the party in default, the
Non-Operators shall have in addition the right, by vote of Non-Operators owning a majority in interest in the Contract Area
afier excluding the voting intercst of Operator, 1o appbint a new Operator cffective immediately. The rights of a defaulting
party that may be suspended hereunder at the clection of the non-defaulting parties shall include, without limitation, the right
to receive information as to any operation conducted hereunder during the period of such default, the right to elect to
participate in an operation proposed under Article VI.B. of this agreement, the right lo participate in an operation being
conducted under this agreement cven if the party has previously elected lto participate in such opcration, and the right to
receive procecds of production from any well subject Lo this agreement.

2. Suit_for Damaegs: Non-defaulting parties or Operator for the benefit of non-defaulting parties may sue (al_joinl
nccount expense) to collect the amounts in default, plus interest accruing on the amounts recovered from the date of default
untif the date of coliection at the rate specified in Exhibit "C* auached hereto. Nothing herein shall prevent any party from
suing any defaulting party to collect consequential damages accruing to such party as a result of the defauit.

3. Deemed Non-Consent; The non-defaulting party may deliver n wrilten Notice of Non-Consent Election Lo the
defaulting party at any time after the expiration of the thirty-day cure period following delivery of the Notice of Default, in
which event if the billing is for the drilling a new well or the Plugging Back, Sidetracking, Reworking or Deepening of a
well which is to be or has been plugged 25 n dry hole, or for the Complction or Recompletion of any well, the defaulting
party will be conclusively deemed to have elected not to participatc in the operation and to be a Non-Consenting Party with
respect thereto under Anicle VIB. or VLC, as the case may be, to the extent of the costs unpaid by such party,
notwithstanding any election to participate theretofore made.  If clection is made to proceed under this provision, then the
non-defaulting parties ray not clect to sue for the unpaid amount pursummit to Article VILD.2.

Until the delivery of such Notice of Non-Consent Election to the defaulting party, such party shall have the right to cure
ils default by paying its unpaid sharc of costs plus interest at the rate set forth in Exhibit "C." provided. however. such
payment shall not prejudice the rights of the non-defaulting parties to pursuc remedics for damages incarred by the non-
defaulting partics as a result of the default. Any interest relinquished pursuant to-this Article VILD.3. shall be offered to. the
non-dcfaulting partics in proportion to their interests, and the non-defaulting parties clecting lo participate in the ownership
of such interest shall be required to contribute their shares of the defaulted amount upon their election 10 participate therein.

4. Advance Payment; If a default is not cured within thitty (30) days of the delivery of a Notice of Default, Operator, or
Non-Operators  if  Operator s the dcfaulting  party,” may thercafier require  advance  payment from the defauiting
party of such defaulting party's anticipated share of any item of expense for which Operator, or Non-Qperators, as the casc may
be, would be entitled to reimbursement under any.provision of this agreement, whether or not such expense was the subject of
the previous defnult.  Such right includes, but is not limited to, the right 1o require advance payment for the estimated costs of
driling a well or Completion of a well as to which an ¢lection to participate in drilling or Completion has been made. 1f the
defaulting. party fails to pay the requircd advance payment, the non-defaniting parties may pursue any of the remedics provided
in the Article VILD, or any other default remedy provided clsewhere in this agreement.  Any excess of funds advanced remaining
when the operation is completed and all costs have been paid shall be promptly retumed to the advancing party.

5. Costs_and Attomeys' Fees. In the event any party is required to bring legal proceedings 1o enforce any financial
obligation of a party hereunder, the prevailing party in such action shall be entitled to recover all court costs, costs of
collection, and a reasonable attorney's fee, which the lien provided for herein shall also securc.

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

Rentals, shut-ip well payments and minimum royalties which may be required under the terms of any lcasc shall be paid
perator I‘:)r the jgigt“;ccgunr of all [Lnrtres. azd all parties smﬂ}'rcimbnﬂrsg‘ Iperator for thcnr“proporﬁonalc share lhcrc%,f

by the / party—or—part . 3 HET— to—tHs—ag -t { p At {—two—eF—nore—paries
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ks id—-pay fi } bahal—of-alt h-parties. Any party may request and shall beoentitled to receive, proper

evidence of all such payments. [In the cvent of failure to muke proper payment of ‘any rental, shut-in welt payment or
minimum royalty through mistuke or oversight where such payment is required to continue the lease in force, any loss which
results from such non-payment shall be bome in accordance with the provisions of Article VB2

Operator. shall notify Non-Operators of the anticipated completion - of a shut-in well, or the shutting in or retun Lo
production of a producing well, at least five (5) days (excluding Saturday, Sunday, and legal holidays) prior to laking such
action, or at the carliest opportunity permitied by circumstances, but assumcs no liability for failure to do so. In the cvent of
failure by Operator to so nolify Non-Operators, the loss of any lease contributed hereto by Non-Operators for failure to make
timely payments of any shut-in well payment shall be bome jointly by the parics hereto under the provisions of Anicle
IV.B.3.

F. Taxes:

Beginning with the first calendar year afier the effective dalc 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 delinguent.  Prior to the rendition date, each Non-Operator shall fumish Operator information as
to burdens (1o include, but not be Hmited 1o, royalties, overriding royalties and production payments) on [eases and Oil and
Gas Interests contribwied by such Non-Operator. 1f the assessed valuation of any Lease is reduced by reason of its being
subject 10 outstanding excess royalties, overriding royallies_or production payments, the reduction in ad valorem  taxes
resulting therefrom shall inure to the benefit of the owner or owners of such Lease, and Operator shall adjust the charge to
such owner or owners so as to reflect the benefit of such reduction. If the ad valorem taxes are based in whole or in part
upon scparaie valuations. of each panty’s working interest, then notwithstanding anything to the contrary herein, charges to
the joint account shall be made and paid by the partics hereto in accordance with the tax valuc gencrated by cach party's
working intercst.  Operator shall bill the other parties for their proportionate shares of all tax payments in thc manner
provided in Exhibit "C."
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If Operator considers any tax assessment improper, Operator may, at its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to a final determination, unless all partics agree 1o abandon the protest prior to final
determination. During the pendency of administrative or judicial protecdings, Operator may elect Lo pay, under protest, all such taxes
and any inlerest and penalty. When any such protested asscssment shall have been finally determined, Operator shall pay the tax for
the joint account, together with any interest and penalty accrued, and the total cost shall then be assessed against the parties, and be
paid by them, as provided in Exhibit *C.*

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

ARTICLE VII.
ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST
A. Surrender of Leases:

The Leases covered by this agreement, insofar as they cmbrace acreage in the Contract Area, shall not be surrendered in wholc
or in part unless all parties consent thereto.

Howcver, should any party desire 10 surrender its interest in any lease or in any porfion thereof, such party shall give written
notice of the proposed surrender to afl parties, and the parties to whom such notice is delivered shall have thirty (30) days aficr
delivery of the notice within which to notify the party proposing the surrender whether they clect to consent thereto.  Failure of 2
party to whom such notice is delivered to reply within said 30-day period shall constitute a consent to the surrender of the Leases
described in the notice. I all parties do not agree or consemt thereto, the party desiring to surrender shall assign, without express or
implied warranty of title, all of its interest in such Lease, or portion thereof, and any well, material and cquipment which ‘may be

located -thercon and any rights in production th ft d, to the parties not consenting to such surrender. H-the-interest-ofthe
1 3 P ”J i H lud Ol _and Gas-Ink ». 1hi 3 N ym»:‘, -:‘"\“ d-~deli 1, e £ —QJ ym{:‘“’ Aol
3. 4 4 !n SAH "'"d H—and- o laae > cuch-d0il a-G. Int, TR 7 44 ol FARY 1 o 1
2 5 a0 2 - G a 5 Fone—{1}-yoar--and-— o
th (3 n; mldl Cia :v f 4 d-§5 1h, ! o ¥ a4} I.J 1 :vbv o :‘L.“ z' i h o} q, isebibi"3."

Upon such assignment or lease, the assigning party shall be rclieved from all obligations thereafier accruing, but not theretofore
accrued, with respect to the interest assigned or leased and the operation of any well attributable thercto, and the assigning party
shall have no further interest in the assigned or leased premises and its cquipment and production other than the royalties retained
in any lease made under the terms of this Article. The party assignee or lessce shall pay to the party assignor or lessor the
reasonable snlvage valuc of the latter’s interest in any well's salvable materials and cquipmenl attributable to the assigned or leased
acreage. The value of ail salvable materials and equipment shall be determined in accordance with the provisions of Exhibit "C." less
the estimated cost of salvaging and the estimated cost of plugging and abandoning and restoring the surface. I such value is Jess
than such costs, then the party assignor or lessor shall pay lo the party assignee or lessec the amount of such deficit. 1f the
assignment or lcase is in favor of more than one party, the interest shall be shared by such parties in the proportions that the
interest of cach bears to the total interest of all such parties. If the intcrest of the parties to whom the assignment is to be made
varies according to depth, then the interest assigned shall similarly reflect such variances.

Any assignment, lease or surrender made under this provision shall not reduce or change the assignor's, lessor's or surrendering
party’s interest as it was immediately before the assignment, lease or surrender in the balance of the Contract Area: and the acreage
assigned, leased or surrendercd, and subsequent operations ticrcon, shall not thereafter be subject fo the terms and provisions of this
agreement but shall be deemed subject to an Operating Agreement in the form of this agreement,

B. Renewal or Extension of Leases:

If any party secures a renewal or replacement jof an-Oi) and Gas Lease or Interast subject to this agreement, then all other partics
shall be notificd promptly upon such acquisition or, in the case of a replacement Lease taken before expiration of an existing Lease,
promptly upon expiration of the existing Lease. The partics notified shall have the right for a period of thirty (30) days following
delivery of such notice in which to elect to participate in the ownership of the renewal or replacement Leasc, insofar as such Leasc
affects lands within the Contract Arca, by paying to the party who acquircd it their proportionate shares of the acquisition cost
allocated to that part of such Lease within the Contract Area, which shall be in proportion to-the interest held at that time by the
partics in the Controct Area. Each party who participates in the purchase of a renewal or replacement Lease shall be given an
assignment of its proportionate interest thercin by the acquiring party.

If some, but less than all, of the parties elect to participate in the purchase of a renewal or replocement Lease, it shall be owned
by the partics who clect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in
the Contract Area 1o the aggregate of the percentages of participation in the Contract Arca of all partics participating in the
purchase of such renewal or replacement Lease. The acquisition of a renewal or replaccment Lease by any or all of the parties herclo
shall not cause a readjustment of the interests of the parties stated in Exhibit "A,” but any renewal or replacement Leuse in which
less than all partics clect to participate shall not be subject to this agreement but shall be decmed subject 1o a scparate Operating
Agrecment in the form of this agreement.

If the interests of the partics in the Contract Arca vary according lo depth, then their right 1o participale proportionately in
rencwal or replacement Leases and their right to receive an assignment of interest shall also reflect such depth variances.

The pravisions of this Article shall apply to renewal or seplaceiment Leases whether they are for the entire interest covered by
the expiring Lease or cover only a portion of its arca or an interest therein.  Any renewal or replacement Lease taken before the
expiration of its predecessor Lease, of laken or contracted for or becoming cffective within six (6) months afier the expiration of the
existing Lease, shall be subject to this provision so fong.-as (his agreement is in effect at the time of such acquisition or at Lhe time
the 1 or replacel Lease b effective; but any Lease taken or contracted for more than six (6) months after the
expiration of an.existing Lease shall not be deemed a renewal or replacement Lease and shall not be subject to the provisions of this

agreement.

The provisions in this Article shall also be applicablc to extensions of Oil and Gas Leases.
C. Aéreage or Cash Contributions:

While this agreement is in force, if any party contracts for a contribution of cash towards the dritling of a well or any other
operation on the Contract Area, such contribution shall be paid to the party who conducted the drilling or other operation and shall
be applied by it against the cost of such drilling or other operation. If the contribution be in the form of acreage, the party to whom
(he contribution is made shall prompily tender an assignment of the acreage, without warranty of title, to the Drilling Parties in the
proportions said Drilling Parties shared the cost of drilling the well. Such acreage shall becomie a separate Contract Ares and. to  the
extent possible, be governed by provisions identical to this agreement. Each party shall promptly notify all other partics of any
acreage or cash contributions: it may obtain in support of any well or any other operation on the Contract Area. The above
provisions shall also be applicable to optional rights to cam acreage outside: the Contract Area which are in support of well drilied
inside Contract Ares.
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If any party contracts for any comsideration rclating to disposition of such party's share of substances produced hercunder,
such consideration shati not be deemed a contribution as contemplated in this Article VIILC.
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Every sule, cncumbrance, transfer or other disposition made by any party shall be made expressly subject to this agreement
and shall be made without prejudice 1o the right of the ether parties, and any transferee of an. owncrship interest in any Oil and
Gas Leasc or Interest shall be decmed a party to this agreement as to the interest conveyed from and after the effective date of
the transfer of owncrship; provided, however, that the other parties shall not be required to recognize any such sale,
encumibrance, transfer or other disposition for any purpose herconder until thirty (30) days after they have received a copy of the
instrument of transfer or other satisfactory evidence thereof in writing from the transferor or transferce.  No assignment or other
disposition of interest by a party shall reficve such party of obligations previously incurred by such party hercunder with respect
to the interest transferred, including without limitation the obligation of a party to pay all costs attributable 10 an operation
conducted hercunder in which such party has agreed to participate prior to making such assignment, and the ficn and security
interest granted by Article V11.B. shall continue to burden the interest transferred to sccure pay of any such obligati

if, at any time the interest of any party is divided among and owned by four or more co-owners, Operator, at its discretion,
may require such co-owners to appoint a single trustee or agent with full authority to receive notices, approve expenditures,
receive billings for and approve and pay such party’s share of the joint expenses, and to deal gencrally with, and with power to
bind, the co-owners of such party's interest within the scope of the operations embraced in this agrecment; however, all such co-
owners shall have the right to enter into and executé all contracts or agreements for the disposition of their respective shares of
the Oil and Gas produced from the Contract Area and they sholl have the right to reccive, scparalely, payment of the sale
proceeds thereof,

E. Waiver of Rights to Partition:

If permitted by the laws of the state or states in which the property covered hereby is located, cach party hereto owning an
undivided interest in the Contract Arca waives any and all rights it may have to pastition-and have sel aside to it in severaity-its
undivided interest therein.
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ARTICLETX.
INTERNAL REVENUE CODE ELECTION

If, for federal income tax purposes, this agreement and the cperations hercunder arc rcgarded as a partnership, and i the
parties have not otherwise agreed to form a tax partnership pursuant to Exhibit "G" or other agrecment between them, cach
party thereby affected elects to be excluded from the application of all of the provisions of Subchapter "K,* Chapter 1, Subtitic
"A," of the Internal Revenue Code of 1986, as amended ("Code"), as permitted and authorized by Section 761 of the Code and
the regulations promuigated therennder. Operator is-authorized and. directed to exccutc: on behalf of cach party hercby affected
such evidence of this election as may be required by the Scerctary of the Treasury of the United Staies or the Federal Internal
Revenue Service. including specifically, but not by way of limitation, . alt of the returns, statements, and the data required by
Treasury Regulation §1.761. Should therc be any requircment that cach party hereby affected. give further evidence of this
clection, cach such party shall execute such documenis und fumish such other cvidence as may be required by the Federal tcrnal
Revenue Service or as may be necessary to cvidence this clection. . No such party shall give any notices or take any other action
inconsistent with the clection made hoseby. If any present or future income tax laws of the state or states in which the Contract
Area is located or any future incomc tax laws of the United States contain provisions similar to those in Subchapter "K," Chapter
1, Subtitle “A," of the Code, under which an ¢lection simifar to that provided by Section 761 of the Code is permiticd, cach party
hereby affected shall make such clection as may be permitied or required by such laws. In making the foregoing clection, each
such party states that the income derived by such party from operations hereunder can be adeguately determined without the
computation of partnership taxsble income,

ARTICLE X.
CLAIMS AND LAWSUITS
Operator may settle any single uninsured third party damage claim or suit arising from operations hercunder if the cxpenditure
does not exceed fifty thousand Dollars (%50,000.00 ) and if the payment is in complete settlement
of such claim or suit. If the amount required for settlement cxceeds the above amount, the parties hereto shall assume and take over

the. turther handling of the claim or suit, unless such authorily is delegated to Operator. Al costs and expenses of handling sctiling,
or otherwise discharging such claim or suit shall be at the joint expense ol the partics participating in the operation from which the
claim or suit ariscs. IF a.claim is. made against any party or if any party is sued on account of any matter arising from operations
hereunder over which such individual has no contro! because of the rights given Operator by thizs agreement, such party shall
immediately notify all other parties, and the claim or suit shall be ireated as any other claim or suit involving operations hercunder.
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ARTICLE XL
FORCE MAJEURE

If any party is rendered unable, wholly or in part, by force majcure to carry out its obligations under this agrcement, other
than the obligation to indemnify or make money payments or furnish sccurity, that party shall give to all other parties
prompt written notice of the force majeure with reasonably full particulars concerning it; thercupon, the obligations of the
party giving the notice, so far as they arc affected by the force majcure, shali be suspended during, bul no longer than, the
continuance of the force majeure. The term “"force majcure,* as here cmployed, shall mean an act of God, strike, lockout, or
other industrial disturbance, uct of the public cuemy, war, blockade, public riot, lightening, fire, storm, flood or other act of
naturc, explosion, gover [ action, gov | delay, aint or inaction, ilability of cquip and any other
cause, whether of the kind specifically enumerated above or otherwise, which is not reasonably within the control of the party
claiming suspension.

The affecied party shall usc all reasonable diligence to remove the force majeure situation as quickly as practicable. The
requirement that any force majeure shall be died with all re: ble dispatch shall not require the settiement of strikes,

lockouts, or other labor difficulty by the party involved, contrary to its wishies; how all such difficuities shall be handled shall
be entirely within the discretion of the party concerned.

ARTICLE X11.
NOTICES

All notices authorized or required between the parties by any of the provisions of this agrcement, unless othenwise
specifically provided, shall be in writing and delivered in person or by United States mail, courier scrvice, xclugrn'xzﬁ?")lltelcx,
telecopier or any other form of facsimile, postage or charges prepaid, and addressed to such parties at the addresses listed on
Exhibit "A." Al telephone or oral noticcs permitted by this agreement shall be confirmed immediatcly thercafler by written
notice. ‘The originating notice given under any provision hereof shall be decmed delivered only when received by (he party o
whom such notice is direcled, and the time for such party to deliver any mnotice in response thereto shall run from the date
the originating notice is received. "Receipt” for purposes of this agreement with tespect 1o written notice delivered hereunder
shall be actual dclive% of the_notice to the address of the party to be notified specified in accordance with this agreement, or
1o the / (efc%’gg);,“gc(sir;ife- onrl‘t)clcx machinc of such party. The second or any responsive notice shall be deemed delivered when
deposited in the United States mail or at the office of the courier or telegraph service, or upon transmittal c[-’r;m/l telex, telecopy
or facsimile, or when personally delivered to the party to be notified, provided, that when response is required within 24 or
48 ‘houss, such response shall be given orally or by telephone, telex, welecopy or other facsimile within such period. Each pany
shall have the right 1o change its address at any time, and from time to time, by giving wrilten notice thereof (o ali-other
parties. If a party is not available to receive noticc orally or by telephone when a pary aticmpls.to deliver a notice required
to be detivered within 24 or 48 hours, the notice may be delivered in writing by any other method specificd herein and shall

léc dcﬁmc&i delivered in the same manner provided above for any responsive notice. Any email notices under this article will be followed
y & hard copy.

ARTICLE XIIL
TERM OF AGREEMENT
This agreement shall remain in full force and effect as'to the Oil and Gas Leases and/or Oil and Gas Inlerests subject
hereto for the period of time selected below; provided, however, no party hercto shalt ever be construed as having any right, title
or interest in or to any Lease or Oil and Gas Inérest contributed by any other party beyond the term of this agreement.
@ Option No. I: So long as any of the' Oil and Gas Leases subject to this agreement remain or are continued in
force as to any part of the Contract Area, whether by production, extension, rencwal or otherwise.
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The termination of this agrcement shall not relicve any party hercto from any expense, liability or other obligation or any
remedy therefor which has accrucd or attached prior to the date of such Llermination,

Upon lermination of this agreement and the satisfaction of all obligations hereunder, in the event a memorandum of this
Operating Agreement hus been filed of record, Operator is authorized to file of record in all nccessary recording offices a
notice of termination, and cach party hercto agrees to exccute such a notice of termination as to Operator's interest, upon
request of Operator, if Operator has satisfied all its financial obligations.

ARTICLE XIV.
COMPLIANCE WITH LAWS AND REGULATIONS
A. Laws, Regulations and Orders:

This agrecment shall be subject to the applicable laws 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 stater and to all other applicable federal. state,
and local Jaws, ordinances, rulcs, regulations and orders.

B. Governing Law:

This agreement and all matters pertaining hereto, including but not limited to matters of performance, non-
performance, breach, remedies, procedures, rights, duties, and interpretation or construction, shall be governed and
determined by the law of the state in which the Contract Ares is located. ifthe-Comtraet— is—n—tw: statesy

thelnw-of-thestate-of hall-gevern:

C. Regulatory Agencies:
Nothing herein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any
rights, privileges, or obligations which Non-Operators may have under federal or state laws or under rules, regulations or
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orders promulgated under such laws in reference to oil, gas and mincral operations, including  the location,
production of wells, on tracts offsctting or adjacent to the Contract Area.

With respect to the operations hereunder, Non-QOperators
injuries, claims and causes of action arising out of, incident 10 or

operation, or

agree o relense Operator from any and afl losses, damages,

resulting directly or indisectly from Operator's interpretation

or application of rules, rulings, regulations or orders of the Department of Energy or Federal Energy Regulatory Commission
or pred X or S

gencies to the. extent such interpretation or application was made in good faith and does not
constitute  gross negligence.  Ench Non-Operator further agrees 1o reimburse Operator  for such Non-Operator's share of
production or any refund, fine, levy or other govemmental sanction that Operator may be required to pay 85 a result of such
an incorrect interp ion or application, together with inferest and penalties thercon owing by Operator as a resull of such
incorrect interpretation or application.

ARTICLE XV,
MISCELLANEOUS
A. Execution:

This ogrcement shall be binding upon cach Non-Operator when this agreement” of a counterpart thereof has  been
exceuted by such Non-Operator and Operator notwithstanding that this agreement is not then or thereafter executed by all of
the purtics to which it is tendered or which are listed on Exhibit "A" as owning an interest in thc Contract Area or which
own, in fact, an interest in the Contract Arca, Operator may, however, by written notice 1o all Non-Operutors who have
become bound by this agreement as aforessid, given al any time prior o the actual spud date of the Initial Well but in no
event later than five days prior to the date specified in Article VI.A. for commencement of the Initial Well, terminate this
agreement il Operalor in its sole discrelion determincs that there is insufficient participation to Jjustify commencement of
drilling operations. In the event of such a termination by Operator, all further obligations of the parties hereunder shall cease
as of such terminstion. In the event any Non-Operator has advanced or prepaid any share of drilling or other costs
hereunder, all sums so advanced shall be retumed to such Non-Operator without interest. In the event Operator procecds
with drilling operations for the Initial Well without the execution hereof by ull persons listed on Exhibit "A" as having a
current working interest in such well, Operator shall indemnify Non-Operators wilh respect to all costs incurred for the
Initial Well which would have been charged to such person under this agreement if' such person had executed the same and
Operator shall receive all revenues which would have been received by such person under this agreement if such person had
executed the same.

B. Successors and Assigns:

This agreement shall be binding upon and shall inure to the benefit of the parlies hereto and their respective  heirs,
devisces, legal teprescntatives, successors and assigns, and the terms hercof shall be decmed to run with the Leases or
Interests included within the Contract Arca.

C. Counterparts:

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

D. Scverability:

For the purposes of assuming or rejecting this agreement a5 an exegutory contract pursuant to federal bankruptey laws,
this agreement shall not be severable, but rather must be assumed or rejected in its entirety, and the failure of any party to
this agreement to comply with all of its financial obligations provided herein shall be 2 material defoult,

ARTICLE XVI.
OTHER PROVISIONS

SEE FOLLOWING PAGES
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ARTICLE XVI.
OTHER PROVISIONS

A. Priority of Operations.

Where a well authorized under the terms of this Agreement by all parties (or by less than all parties under
Article VLB.2) has been drilled to its Objective Depth or to its authorized depth and the parties
participating in the well cannot agree upon the sequence and timing of further operations regarding such
well, the following elections shall control in the order enumerated below:
1. An election to complete all drilling operations to all proposed depths.
2. An election to attempt to complete the well including testing and logging.
3. An election to extend or deepen the well.
4. An election to plug back the well to a formation or zone above the formation in which the
well was drilled; if there is more than one proposal to plug back, the proposal to plug back to
a shallower prospective interval.
S. An election to perform other operations in the well.
6. An election to plug and abandon the well is provided in Article VLE.

No Party may propose any operations while there is in progress any approved operation on such well until
such approved operation has been completed.

Notwithstanding any provisions herein to the contrary, if during the time the participating parties are
considering any of the above elections, the hole is in such condition that in the opinion of the Operator a
reasonable and prudent operator would not conduct the Operations contemplated by the particular election
involved because of the possibility of placing the hole in jeopardy or losing same prior to completing the
well, such election shall not be given the priority hereinabove set forth. Instead, the operation that is less
likely to jeopardize the well in the opinion of the Operator will be conducted.

B. Non-Consent Provisions.

Any Non-Consenting Party for Drilling or Completion operations shall relinquish its working interests
(excluding overriding royalty or other royalty interests) in the spacing unit for the well and in the 16
governmental quarter-quarter sections of land within the Contract Area that are closest to the spacing unit
for the well, INSOFAR AND ONLY INSOFAR as such working interests relate to the objective Zone(s)
of the non-consented operations. Any Non-Consenting Party for Rework, Sidetrack, Deepen, Re-
complete or Plug-back operations shall relinquish its working interests (excluding overriding royalty or
other royalty interests) in the spacing unit for the non-consented operations and in the 16 governmental
quarter-quarter sections of land within the Contract Area that are closest to the spacing unit for such non-
consented operations, INSOFAR AND ONLY INSOFARas such working interests relate to the objective
Zone(s) of the non-consented operations. The Non-Consenting Party shall promptly assign to the
appropriate parties the interests described above that it has lost due torits non-consent. The foregoing
provisions of this Section XVLB shall apply only to the objective Zone(s) related to the proposed
operations that are non-consented.

C. Additional Definition.

The term “Participation Agreements” shall.mean the Participation Agreements entered into in the first
halfiof 2019, among Grant Canyon Oil & Gas, LLC and Resource Legacy Investments, LLC, as owners,
and the other Non-Operators {or their respective predecessors in interest), as participants.

D. Authority for Expenditure.

Whenever an operation is proposed pursuant to Article V1 hereof, Operator shall prepare an AFE setting
forth in detail and as accurately as possible the estimated costs of such operation and shall furnish same to
the Non-Operators. Approval of the proposed operation shall be indicated by the consenting parties
executing the AFE and returning it to the Operator within the time frames provided in Article VI hereof.
Consent, when given, shall be to the operation, even though it may be more or less expensive than
originally estimated in the'AFE; provided that if and when the actual cost of the operation has exceeded
the original AFE estimate by 20%, Operator shall be required to notify the participating parties and
propose the continuation of the operation with a supplemental AFE. All participating parties who wish to
consent to the continuation of the operation shall notify Operator of such election by executing the
supplemental AFE and returning it to Operator in accordance with Article VI. The Operator, at its
election, may withdraw such continuation proposal and supplemental AFE if there is insufficient
participation and shall promptly notify all participating parties of such decision, in which event the
operation shall be terminated and each participating party shall be responsible for its allocable share of the
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costs and expenses incurred to date, including the cost of plugging and abandonment. Supplemental
AFEs shall also be subject to the aforesaid 20% limitation and shall require additional proposals and
supplementation whenever the costs of any continuation operation exceed such limitation.

The foregoing provisions of this Section XVI.D shall not apply to the initial drilling and completion
operations conducted in respect of the Initial Well, for which an AFE has already been delivered and
approved pursuant to the applicable Participation Agreements, which shall govern said drilling and
completion operations.

Excessive costs occasioned by any explosion, fire, flood, blow-out or other sudden emergency, shall not
be subject to the provisions of this Section XVI.D. Operator shall have the responsibility and authority to
take any actions deemed necessary to conduct continuous operations of a well unti] such time as Operator
receives the required approval hereinabove provided. In the event that no participating party elects to
proceed under the continuation operation, Operator shall immediately proceed to plug and abandon the
applicable operation in accordance with the terms set forth herein.

Area of Mutual Interest.

(1) Establishment of Area of Mutual Interest. An area of mutual interest (the “AMI™) comprised
of all lands within the area described in Exhibit “H” attached to and made a part of this Agreement (the
“AMI Area™) shall be established, which shall inure to the benefit of and be binding upon the parties to
this Agreement as of the closing date of any AMI Acquisition, as defined below (all of the foregoing
being herein collectively referred to as the “AMI Parties™ and each, individually, as an “AMI Party™).

The right of any AMI Party to participate in an AMI Acquisition (its “AMI Participation Factor”) shall be
the proportion that its working interest in the Contract Area bears to 100 percent of the working interest in
the entire Contract Area as of the closing date of that AMI Acquisition‘(e.g., if an AMI Party has a 25-
percent working interest in 50 percent of the Contract Area, its AMI Participation Factor shall be 12.5
percent). ’

(2) Effectiveness. Except to the extent that certain transactions-are excluded below, the term and
provisions hereof relating to the AMI shali apply to any acquisition (an “AMI Acquisition™) of an interest
in oil, gas, hydrocarbons or other related minerals in any lands within the AMI Area by an AMI Party that
closes during the time period (the “AMI Term”) beginning on the date of this Agreement and ending upon
the earlier of: (a) five (5) years after the date of this Agreement, or (b) the date as of which this
Agreement terminates.

(3) Exclusions. The term and provisions hereof relating to the AMI shall not apply to: (a) any
AMI Party’s present ownership of any interest in lands within the AMI Area; (b) an acquisition by a
person or entity that did not become an AMI Party until it acquired the interest that was the subject of that
acquisition; (c) an acquisition of any royalty, overriding royalty.or other non-expense-bearing interest;
(d) the acquisition of any interest (including without limitation any back-in, reversionary interest or
interest received upon conversion of anothet interest) pursuant to the provisions of one or more of the
Participation Agreements or any other document contemplated thereby or entered into contemporaneously
or in connection therewith, including without limitation any Option Agreement (as defined in each of the
applicable Participation Agreements), any assignment or re-assignment in connection with a Participation
Agreement or any broker’s finder’s or other fee arrangement; (e) the acquisition of an interest in the
Contract Area; (f) any acquisition for which the closing date is not during the AMI Term; (g) the
acquisition of an interest as a result of a stock purchase, merger or any otherindirect means; or (g) any
grant of a mortgage, deed of trust, lien, security interest or other encumbrance on any interest in the AMI
Area or any acquisition of an interest in the AMI Area as a result of the foreclosure of or other realization
against the property covered by any such instrument.

(4) Operation of AMI. Within thirty (30) days after the closing date of any AMI Acquisition, the
acquiring AMI Party shall give notice to the other AMI Parties of such AMI Acquisition, including full
details of the terms of the AMI Acquisition and the purchase price and due diligence, legal, title and other
out-of-pocket acquisition costs incurred by the acquiring AMI Party in connection therewith (said
purchase price and other out-of-pocket costs being herein referred to as the “Acquisition Costs™). In
addition, promptly after any request therefor by any other AMI Party, the acquiring AMI Party shall
furnish any and all backup documentation and related information reasonably requested by such other
AMI Party. Within thirty (30) days after reccipt of such notice, each AMI Party receiving the notice may
notify the acquiring AMI Party of its election to participate in the AMI Acquisition to the extent of its
AMI Participation Factor. Failure to give the acquiring AMI Party timely notice of such election shall
constitute an election.not to participate. Each other AMI Party electing to participate in said AMI
Acquisition shall be enfitled to receive an undivided interest in the acquired interest equal to its AMI
Participation Factor and shall contemporaneously pay to the original acquiring AMI Party, by wire-
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transfer of guaranteed funds, an amount equal to its AMI Participation Factor times the Acquisition Costs.
Any share of the properties included in the AMI Acquisition that any other AMI Party does not elect to
acquire shall be retained by the original AMI Acquiring Party, and no other AMT Party shall have the
right to participate in the AMI Acquisition for an amount in excess of its AMI Participation Factor. Asto
any AMI Acquisition that also includes interests in properties not subject to the AMI, a reasonable
allocation of the Acquisition Costs shall be made as between the properties subject to the AMI and those
not subject to the AMI. The original acquiring AMI Party and all other AMI Parties that elect to
participate in the AMI Acquisition shall agree to join in and be subject to any operating agreements or
other agreements to which the acquisition was made subject. Ifall or any portion or portions of the
acquired interests are not subject to an existing operating agreement at the time of the AMI Acquisition,
the participating AMI Parties shall enter into a new operating agreement in the form of this A greement,
with such modifications as may be appropriate.

Minimum Consent Required for Proposing Subsequent Well or Other Operations.

The party or parties desiring to Drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back a well

shall give written notice of the proposed operation (including a description of the objective Zone(s)) o
the parties who have not otherwise relinquished their working interests in such objective Zone(s) and
must receive approval from two (2) or more parties holding an aggregate of at least forty (40) pergent of
the working interests in such objective Zone(s) (“Minimum Consent Required™). If less than all parties
approve any proposed operation, the proposing party or parties, immediately after the expiration of'the
applicable notice period described in Article VI (B)(2) above, shall advise all parties of the total interest
of the parties approving such operation. If the proposed operation has not been approved in writing by
at least the Minimum Consent Required, then the proposing party or parties shall not proceed with the
operation as proposed and the Non-consent provisions of Article XVLB shall not apply.
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

IN WITNESS WHEREOF, this agreement shiall be effective as of the ,_lit‘gay of __“Apr il

2019.

Qperator . who h

as prepared and ciroulated this form for execution, represents and warrants

that the form was printed from and, with the exception(s) listed below, is identical to the AAPL Form 510-1989 Modcl Form
Operating Agreement, as published in computerized form by VForms Ow-A-Disk, Ine. N
modifications, other than those made by strikethrough an

o changes, alterations, or
d/or iusertion and that are clearly recognizable as changes om

Artickes

have been made to the form,

OPERATOR
GRANT CANYON /L& GAS, LLC
-

I i i e e By LA 7
> u&\h,/'[ B

MICHAEL D. O'N
Type or print name

Title PRESIDENT

STATE OF COLORADO )
)'ss.
CITY AND COUNTY OF DENVER )

The foregoing instrument was acknowledged before me this _3_ day
of M&y 2019, by Michael D. O'Neal, as President of GRANT
CANYON OIL & GAS, LLC, a Colorado limited liability company, on .
behalf of said limited liability company. Given under my hand and official
seal.

KAREN SALAZAR ?{MUNMM-?US
NOTARY PUBLIC —
STATE OF COLORADO Notary Public
. NOTARY ID 20104002977
MY COMMISSION EXPIRES FEBRUARY 8, 2022 ?
(SEAL) My commission expires: . , 20 E2S




NON-OPERATOR:

RESOURCE LEGACY INVESTMENTS, LLC
By: Resource Strategies L.L.C., its Manager
By: The Erie County Investment Co., its

STATE OF COLORADO )
) ss.
COUNTY OF JEFFERSON )

The foregoing instrument was acknowledged before me this S__ifday
of May, 2019, by David E. Bailey, as President/CEO of The Frie County
Investment Co., the Manager of Resources Strategies L.L.C., the Manager of
RESOURCE LEGACY INVESTMENTS, LLC, a Colorado limited lability
company, on behalf of said limited liability company. Given under my
hand and official seal.

JENNIFER BYBEE _ C Vevnn/ Aol
NOTARY PUBLIC
STATE OF COLORADO / Notiy Public  (_J

NOTARY ID 19984014260
MY COMMISSION EXPIRES MAY 21, 202

(SEAL) My commission expires: /Wb% 320~

NON-OP SIG PAGE



NON-OPERATOR:

LAKE FORK RESOURCES OPERATING, LLC

Thomas S. Wright
Type or print name

Title Manager

STATE OF COLORADO )
) ss.
COUNTY OF ARAPAHOE )

The foregoing instrument was acknowledged before me this 25th day
of April, 2019, by Thomas S. Wright, as Manager of LAKE FORK
RESOURCES OPERATING, LLC, a Colorado limited liability company,
on behalf of said limited liability company. Given under my hand and

official seal.
¢ Mgy
Notary Péblic
STATE OF col{o'v’{ﬂBAL) My commission expires: /V)a«/ /Y ,2020

NOTARY {0 19964008377
MY COMMISSION EXPIRES MAY 14, 2020

NON-OP S1G PAGE



NON-OPERATOR:

D.Y.OIL,LLC /;’

a
By:’D/!/ A %/%
Daniel Yanke%ﬁager

STATE OF IDAHO )
) ss.
COUNTY OF ADA )

On this __z_'f_p day of May, in the year 2019, before me,

(iL n.sinfg o 0. Clost , aNotary Public, personally appeared

Daniel Yanke, known or identified to me to be the Manager of the limited
liability company that executed the above instrument or the person who
executed the instrument on behalf of said limited liability company, and

acknowledged to me that such limited liability company executed the same.
Witness my hand and official seal.

‘0“?.\;‘.5’3.,";""' Notary Publicjesiding at Borge ,ID

=F %3
SH AT SE-E My Commission Expires: _<J /2020
{ AR iR 4 P —(J%“‘ =

O GE R

NON-OP SIG PAGE



NON-OPERATOR:

SEG INTERESTS LLC

o Ikl T, Sl

Marshall M. Fubank.

Manager
STATE OF TEXAS )
’ : ) ss:
COUNTY OF quf) S )

The foregoing instrument was acknowledged before me thisé_ﬂf day
of May, 2019, by Marshall M. Eubank, as Manager of SEG INTERESTS
LLC . a Texas limited liability company, on behalf of said limited liability
company. Given under my hand and official seal.

CINDI NETTLES Q_j% ‘

o ooy D #692085 . Nodary Public
y Commission Expires
November 17, 2021 (Name Printed)

(SEAL) My Commission Expires: .20

NON-OP SIG PAGE
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NON-OPERATOR:

CR LOCUMS, INC.
Caleb Rivera, President
STATE OF FLORIDA )
) ss.
COUNTY OF Marion )

The foregoing instrument was acknowledged before me this 6thday
of May, 2019, by Caleb Rivera, as President of CR LOCUMS, INC, a
Florida corporation, on behalf of said corporation. Witne y hand and

official seal. /
Sy Y bk /A Dl

Posy Ptk S Deborah Azure - No blic
My Commission GG 200261 (Name Printed)

(SEAL) My Commission Expires: - 3/27 ,20 23

NON-OP SIG PAGE



NON-OPERATOR:

ROCKY MOUNTAIN OIL, LLC

By: ’ )
Michael Ifancher@nager
STATE OF COLORADO )
) ss.

COUNTY OF _ % P 7 )
/7
The foregoing instrument was acknowledged before me this {9 _day-of May, 2019,
by Michael Fancher, as Manager of ROCKY MOUNTAIN OIL, LLC, a Colorado limited
liability company, on behalf of said limited liability company.  Witness my hand and
official seal.

M JEANNE HENSC
NOTARYHP%u_ HEN y/) W /L/ 2929,/ A5 D
STATE OF COLORADO Notary Public
NOTARY 10 19874087835
MY COMMISSION EXPIRES JUNE 2, 2022
(SEAL) My Commission Expires: %/Mi of FLAL20

NON-OP SIG PAGE



STATE OF COLORADO

COUNTY OF éz/(,/d ég@é s$2

NON-OPERATOR:
FANCHER ENTERPRISES, LLC

%

By:,
" Geofge H. Fancher, Jr.,
Manager

} ss.

)

The foregoing instrument was acknowledged before me this 4 day of May, 2019,
by George H. Fancher, Jr., as Manager of FANCHER ENTERPRISES, LLC. a Colorado

limited liability company, on behal

and official seal.

MJ
EcngE HENSCHEN

ARY PUBLIC
STATE OF CoL

NOTARY 10 19874087835
MY COMMSSION EXPIRES XNE », 2077

f of said limited hability company. Witness my hand

j} L foer £ ////4@4/5%/

J Notary Public

My Commission Expires: % km s A L2044

NON-OP SIG PAGE




NON-OPERATOR:

FANCHER OIL I, LLC

STATE OF COLORADO )
) ss.
COUNTYOF _ Deavs )

<

T

The foregoing instrument was acknowledged before me this _5_ day of WSOIQ\?

by Kelly Christine Fancher, as Manager of FANCHER OILL 11, LLC,; a Colorado limited

liability company, on behalf of said limited liability company. Witness my hand and
official seal.

N
HARI K DALLAKOTI
NOTARY PUBLIC N ,.
STATE OF COLORADO b
NOTARY ID 20064025778 Notary Public

MY COMMISSION EXPIRES 08/14/2022

(SEAL) My Commission Expires: __ &Y //</ 20 22

NON-OP SIG PAGE



EXHIBIT A

Attached to and made a part of that Operating Agreement dated April 15, 2019, between
Grant Canyon Oil & Gas, LLC (Operator) and Non-Operators as set out below

1. Lands subject to this Agreement (Contract Area):
Township 28 North, Range 51 East, MDM

Section 13: S/2S/2;
Section 23: All;
Section 24: All;
Section 25: All;
Section 26: All;
Section 35: All;
Section 36: All

Township 28 North, Range 52 East, MDM

Section 19: All;
Section 30: All;
Section 31: All

2. Drilling Depth:

Initial Well to be drilled to a depth sufficient to test the Devonian Formation.

3. Parties to Agreement:

Grant Canyon Oil & Gas, LLC
717 17 Street, Suite 1400
Denver, Colorado 80202

Attn: Michael D. O’Neal
Phone: 303-297-2777

Email: Michael@onealrc.com

Resource Legacy Investments, LLC
601 Corporate Circle

Golden, Colorado 80401

Attn: Alan Dille’

Phone: 303-384-1385

Email: alan.dille@thebaileyco.com

Lake Fork Resources Operating, LLC
507 South Gaylord

Denver, Colorado 80209

Attn: Thomas S. Wright

Phone: 303-358-4689

Email: lfrtsw@msn.com



D.Y. Oil, LLC

¢/o Yanke Machine Shop, Inc.
1414 S. Gekeler Lane

Boise, Idaho 83716

Attn: Dan Yanke

Phone: 303-297-2777

Email: danielyanke@aol.com

SEG Interests LL.C

824 Country Lane

Houston, Texas 77024

Attn: Marshall M. Eubank
Phone: 713-503-2702

Email: meubank15@comcast.net

CR Locums, Inc.

1194 SW 37® Place Road
Ocala, Florida 34471

Attn: Caleb Rivera

Phone: 352-266-6628

Email: crivera9898@gmail.com

Rocky Mountain Oil, LLC

61 Jackson Street, Unit F

Denver, Colorado 80206

Attn: Michael Fancher

Phone: 303-406-1393

Email: michael@investiconic.com

Fancher Enterprises, LLC

2150 W. 29" Avenue, Suite 200
Denver, Colorado 80211

Attn: Kelly Fancher

Phone: 303-905-6918

Email: kellychristine@fancheroil.com

Fancher Oil II, LLC

2150 W. 29® Avenue, Suite 200
Denver, Colorado 80211

Attn: Kelly Fancher

Phone: 303-905-6918

Email: kellychristine@fancheroil.com



4. Working Interests of Parties:

Grant Canyon Oil & Gas, LLC
Resource Legacy Investments, LLC
Lake Fork Resources Operating, LLC
D.Y. Oil, LLC

SEG Interests LLC

CR Locums, Inc.

Rocky Mountain Oil, LLC

Fancher Enterprises, LLC

Fancher Oil II, LLC

5. Burdens on Production:

The Working Interests described herein are subject to burdens of record, including

Before
Payout

16.66667%
8.33333%
16.66667%
3.12500%
4.20833%
1.00000%
47.50000%
1.25000%
1.25000%

After
Payout

29.16667%
14.58333%
12.50000%
2.34375%
3.15625%
0.75000%
35.62500%
0.93750%
0.93750%

without limitation those contemplated by the terms of the Participation Agreements.
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COPAS 24005 Accounting Procedure
Recormmended by COPAS

Exhibit “C-”
ACCOUNTING PROCEDURE
JOINT OPERATIONS

L GENERAL PROVISIONS

IF THE PARTIES. FAIL TO SELECT EITHER ONE OF COMPETING “ALTERNATIVE® PROVISIONS, OR SELECT ALL THE
COMPETING “ALTERNATIVE” PROVISIONS, ALTERNATIVE 1 IN EACH 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 TIIAT ANY “OPTIONAL” PROVISION OF THIS ACCOUNTING PROCEDURE IS NOT ADOPTED BY THE
PARTIES TO THE AGREEMENT BY A TYPED, PRINTED OR HANDWRITTEN INDICATION, SUCH PROVISION SHALL NOT
FORM A PART OF THIS ACCOUNTING 'ROCEDURE, AND NO INFERENCE SHALL BE MADE CONCERNING THE INTENT
OF THE PARTIES IN SUCH EVENT.

1.

DEFINITIONS
All terms used in this Accounting Procedure shall have the following micaning, unless othenwise expressly defined in the Agreement:

“Affiliate™ means for o person, another person that controls, is controlled by, or is under conunon contral with that person. lu this
definition, (a) control means the ownership by onc person, dircctly or indirectly, of more than (ifty percent (50%) of the voting securitics
of a corporalion or, for other persons, the cquivalent owncrship interest (such as partoership interests), and (b) “person” means an
individual, corporation, partnership, trust, estate, unincorporated organization, association, or ather legal entity.

“Agreement” means the operating agniement, farmoul agreement, or other contract between the Parties to which this Accounting
Proccdure is attached.

“Controllable Material” means Material that, at the time of acquisition or disposition by the Joint Account, as applicuble, is so classified
in the Material Classification Manual most recently recommended by the Council of Petroleum Accountants Socictics (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 praperty.

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

“Ficld Office™ mcans a structure, or portion of a structuse, whether a temporary or permanent instailation, the primary funclion of which is
to directly serve daily operation and maintenance activities of the Joint Property and which serves as a staging arca for dircctly chargeable
freld personnel.

“First Level Supervision” means those ¢mployees whose primary function in Joint Operations is the direct oversight of the Operator's
ficld employees and/or contract lobor dirccily employed On-site in a ficld operating capacity. First Level Supervision functions may
include, but are not limited 1o:

Responsibility for field employees and contract labor engeged in activities that can include field operations. maintenance,
construction, well remedial work, equipment movement and drilling

Responsibility for duy-to-day direct oversight of rig operations

Responsibility for day-to-day dircct oversight of construclion operations

Coordination of job priorities and approval of work procedures

Responsibility for optimal resonrce ulilization (equipment, Materials, personnel)

Responsibility for meeting production and field operating expense Lrgets

Representation of the Partics in local matters involving commumity, vendors, regulatory agents and landowners, as an incidental
part of the supervisor’s operating responsibilities

Responsibility for all emergency responses with field staff

.

¢ Responsibility for impt ing safety and envir tal praclices

Responsibility for field adherence 1o conipany policy
Responsibility for employment decisions and performance appraisals for field personncl

Oversight of sub-groups for-ficld functions such as clectrical, salcty, cavir 1, telecc icalions, which may have group

or team feaders.

“Joint Account™ means the account showing the charges paid. and credits received in the conduct of the Joint Operations thal are to be
sharcd by the Partics, but does not include proceeds attributable to hydriocarbons and by-products produced under the Agreement.

“Joint Operntions™ means all operations nccessary or proper for the cxplorution, appraisal, development, production, protection,

and restoration of the Joint Propenty.

repair, at

COPYRIGHT @ 2005 by Council ol Petrolcuny Accountants Societics, Inc. (COPAS)
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“Joins Property™ means the real and personal property subject 1o the Agreement.

“Laws” mecans any laws, rules, segulations, decrees, and orders of the United States of America or any state thereof and all other
gover J bodies, ies, and other authorilics having jurisdiction over or affecting the provisions contained in or the transactions
contemplated by the Agreement or the Pasties and their operations, whether such laws now exist or are hercafier amended, enacted,
promulgated or issued.

“Material” means personal property, equi pplies, or bl quired or held for use by the Joint Property.

“Non-Operators™ means the Parties to the Agreement other than the Operator.

£Offshere-Faetlities? ! e d-sub. doval 4 Juet d-oth such-as-0il-3
ned 5P 0 5 P P 5 thersupper-sy such-as-oil-and
i otlitios—Fivi hans. i} ol H " 1O i34
gas-handlinz-faoilities; -G s-offees-shaps; 5 -supply-equip sy —fucland-wat 4 piping
hali man tocl=ing 11t P 3 oats e F : "
f . £ - £ L3 o L + d—at): Y |w 1 hn; rs ¥ "!“ d ool
" N . -
Hshere-of s--all-of which-arolacated-o fishore:

“Off-site” means any location that is not considered On-sitc as defined in this Accounting Procedure,

“On-site” means on the Joint Property when in dircct conduct of Joint Operations. The term “On-site™ shall also include that portion of
OHshore—Fasilities, Shorc Base Facilitics, fabrication yards, and staging arcas from which Joint Operations are conducted, or other
facilities that directly control equipment on the Joint Property, regardiess of whether such Facilitics are owned by the Joint Account

“Operator™ means the Party designated pursuant to the Agreement to conduct the Joint Operations:

“Parties” means legal entities signatory to the Agrecment or their successors and assigns. Parties shall be referred to individually as
“Party.”

“Participating Interest” means the percentage of the'costs and risks of conducting sn operation under the Agreement that o Party agrees,
or is otherwise obligated, to pay and bear.

“Participating Party” means a Party that approves a proposed operation or otherwise agrees, of becomes liable, to pay and bear a shure of
the costs and risks of conducting an operation under the Agreement.

“Personal Expenses” means reimbursed costs for travel and temporary living expenses.

“Railway Recciving Point” means the raithead nearest the Joint Property for which Greight rates are published, cven though an actual
railhead may naot exist.

“Shore Base Facilities” means onshore support facilities that during, Joint Operations provide such services to the Joint Property as a
receiving and transshipment point for Materials; debarkation point. for drilling and production personne! and services: communication,
scheduling and dispatching center; and other associated functions serving the Joint Property.

“Supply Store” means a recognized source or conunon stock point for a given Material item,

. N L. " . . . legat, land . . lawyers, landmen.
“Technical Services™ means services providing specific engineering, gcosc;cn%, for other proféssional skills, such as those ptrfonnctﬂ)y)
engincers, geologists, geophysicists, and technicians, required to handle specific operating. conditions and problems for the benefit of Joint
Operations; provided, however, Technical Services shall not include those functions specifically identified as overhead under the second
paragraph of the introduction of Section Il (Overfeud). Technical Secvices may be provided by the Operator, Operator's Affiliate, Non-
Operator, Non-Operator Affiliates, and/or third parties.

2. STATEMENTS AND BILLINGS

The Operator shall bill Non-Operators on or before the last day of the month for their proportionate share of the Joint Account for the
preceding month. Such bills shall be accompanied by statements that identify the AFE (authority for expenditure), lease or facility, and all
charges and credils summarized by appropriste categorics of investment and expense, Controllable Material shall be separately identified
and fuily described in detail, or at the Operator’s option, Controllable Material may be summarized by major Material classifications.
Intangible drilling costs, audit adjustments, and unusual charges and credits shall be separately and clearly identified.

The Operator may make available to Non-Operators any statements and bills required under Section 1.2 and/or Section L.3.A (Advances
and Payments by the Parties) via email, clectronic data interchange, internet websites or other equivalent electronic media in licu of paper
copies. The Operator shall provide the Non-Operators instructions and any necessary information to access and receive the statements and
bills within the timeframes specified hecein, A statement or billing shall be deemed as delivered twenty-four (24) hours (cxclusive of
weekends and holidays) after the Operator natifies the Non-Operator that the stalement or billing is avaitablc on the websitc and/or sent via
email or clectronic data interchange transmission. Each Non-Operator individually shall clect to receive statements and billings
clectronically, if available from the Operator, or request-paper copies. Such election may be changed upon thirty (30) days prior writien
notice to the Operator.

COPYRIGUT € 2005 by Council of Petroleum Accountants Socictics, Inc. (COPAS)
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ADVANCES AND PAYMENTS BY THE PARTIES

Unless otherwise provided for in the Agrecment, the-Operator may require the Non-Operators 10 advance their share of the estimated
cash outlay for the succeeding month's operations within fifteen (15) days after receipt of the advance request or by the first day of
the month for which the advance is required, whichever is fater. The Operator shall adjust each monthly billing 1o reflect advances
reccived from Lhe Non-Operators for such month. I a refund is due, the Operator shal} apply the amount to be refunded to the
subsequent month’s billing or advance, unless the Non-Opcrator sends the Operutor a written request for a cash refind, The Operator
shall remit the refund to the Non-Operator within {ifieen (15) days of receipt of such written requestL

Excepl as provided below,, each Party shall pay its proportionate share of all bills in fuli within fificen (15) days of receipt date. I
payment is'not made within such time, the unpaid balance shall bear interest compounded menthly at the prime ratc published by the
Wall Street Journal on the first day of each month the payment is delinquent, plus: three percent (3%), per annum, or the maximum
contract rate permitted by the applicable usury Laws governing.the-Joint Property, whichever is the lesser, plus attomey’s fees, courl
costs, and other costs in ion with the collection of unpaid amounts. If the Wil Street Journal ceases to be published or
discontinues publishing a prime rate, the unpaid balance shall bear interest compounded monthly at the prime rate published by the
Federal Reserve plus three percent (3%); per annum. Interest shall begin accruing on the. first day of the month in which the payment
was due. Payment shall not be reduced or delayed as a result of inguirics or anticipated credits unless the Operator has agreed.
Notwithstanding the foregoing, the Non-Operator may reduce payment, provided it furnishes documentation and explanation to the
Operator at the lime payment is made, to the extent such reduction is caused by:

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

(2)  being billed for a project or AFE requiring approval of the Parties under the Agreement that the Non-Operator has not approved
or is not otherwise obligated 10 pay under the Agreement; or

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

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

4. ADJUSTMENTS

Al

Payment of any such bills shall not prejudice the right of any Party to protest or question the correctness thereof: however, all bills
and including payout dered during any calendar year shail conclusively be presumed to be truc and correct,
with respect only to expenditures, after twenty-four (24) months following the end of any such calendar year, unless within said

period a Party takes specific detailed written exception thereto making a claim for adjustment. The Operator shall provide a response
to all written exceptions, whether or not contained in an audit report, within the time periods prescribed in Section 1.5 (Expenditure
Audiis).

All adjustments initiated by the Operator, except those described in items (1) through (4) of this Section L4.B, are limited to the
twenty-four {24) month period following the end of the calendar year in which the original charge appeared or should have appeared
on the Operator’s Joint Account or payout Adjus that may be made beyond the twenty-four (24) month
period are limited to adjustments resulting from the following:

(1) aphysical inventory of Controllable Matesial as provided for in Section V (Inventories of Controllable Material), or

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

(3) agovemment/regulatory audit, or

(4)  a working interest ownership or Participating interest adjustment.

S. EXPENDITURE AUDITS

A. | A Non-Operator, upon writtcn notice o the Operator and all other Non-Operators, shall have the right to audit the Operator’s

accounts and records relating to the Joint Account within the twenty-four (24) month period following the end of such calendar year in
which such bill was rendered; however, conducting an audit shail not extend the time for the taking of written exception to and the
adjustment of accounts as pravided for in Section L4 (Adjustmenis). Any Party that is subject to payout accounting under the
Agreement shali have the right to audit the accounts and records of the Party responsible for preparing the payout statements, or of
the Party fumishing information to the Party responsible for preparing payout statements. Audits of payout accounts may include the
volumes of hydrocarbons produced and saved and proceeds received for such hydrocarbons as they pertain to payout accounting
required under the Agreement. Unless otherwise provided in the Apreement, audits of a payout account shall be conducted within the
twenty-four (24) month period following the end of the calendar year in which the payout statement was rendered.

Where there are two or more Non-Operators, the Non-Operators shall make every ble-effort-1 duet a joint gudit in a
manner that will result in 8 minimum of inconvenience to the Operator. The Operator shall bear o portion of the Non-Operators’

audit cost incurred under this paragraph unless agreed to by the Operator. The audits shall not.be conducted more than once cach year
without prior spprovat of the Operator, except upon the resignation or removal of the Operator, and shall be made al the expense ol

COPYRIGHT € 2005 by Councit of Petroleum Accountants Socielics, Inc. (COPAS)
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those Non-Opcrators approving such audit.

The Non-Operator leading the audit (hercinafier “lead audit company™) shall issue the audit report within ninety (30) days after
completion of the audit testing and analysis; however, the ninety (90) day time period shall not extend the twenty-four (24) month
requirement for taking specific detailed written exception as required in Scction 1.4.A (Adjusiments) above. Al claims shall be
supported with sufficient documentation.

A timely filed written exception or andit report containing written exceptions (hercinafier “written ptions™) shall, with respect to
the claims made thercin, preclude the Operator from asscrting a statute of limitations defense against such claims, and the Operator
hereby waives its right 1o assert any statute of limitations defense against such claims for so long as any Non-Operator continues to
comply with the deadlines for resolving exceptions provided in this Accounting Procedure. If the Non-Operators fail lo comply with
the additional deadlines in Section 1.5.B or 1.5.C, the Operator’s waiver of its rights to assert a statute of limitations defense against
the claims brought by the Non-Operators shall lapse, and such claims shall then be subject 10 the applicable statute of timitations,
provided that such waiver shall not lapse in the cvent that the Operator has failed to comply with the deadlines in Section 1.5.B or
L5.C

_Thc Operator shall provide a written response to all exceptions in an audit report within onc hundred cighty (180) days after Operator

receives such report. Denied exccptions should be accompanied by a substantive response. If the Operator fails to provide substantive
response 10 an exception within this onc hundred eighty (180) day period, the Operator will owe interest on that exception or portion
thercof, if ultimately granted, from the date it received the audit report. Interest shall be calculated using the rate set forth in Section
L3.B {(Advances and Pavments by the Parties).

The iead audit company shail reply to the Operator’s response 1o an audil report within ninety (90) days of receipt, and the Operator
shall reply to the fead audit company’s follow-up response within ninety {90) days of receipt; provided, however, each Non-Operator
shall have the right to represent itself if it disagrees with the lead audit company’s position or believes the lead audit company is not
adequately fulfilling its duties. Unless otherwise provided for in Section L5.E, if the Operator fails to provide substantive responsc
to an exception within this ninety (90} day period, the Operator will owe interest on that exception or portion thereof, if ultimately
granted, from the date it received the audit report. Interest shall be calculated using the rate set forth in Section £3.B (Advances and
Payments by the Parties).

IC any Party fails 1o meet the deadlines in Scctions L3.B or 1.5.C or if any audit issues are outstanding fiftcen (15) months after
Operator receives the audit report, the Operator or any Non-Operator participating in the audit has the right to call a resolution
mecting, as set forth in this Section 1.5.D or it may invoke the dispute resolution procedures included in the Agreement, if applicable.
The meeting will require one month’s written notice to the Operator and all Non-Operators participating in the audit. The meeting
shali be held at the Operator’s office or mutually agreed location, and shall be attended by representatives of the Parties with
authorily to resolve such outstanding issues. Any Party who fails to attend the resolution mecting shall be bound by any resolution
reached at the meeting. The lead audit company will make good faith efforts to coordinate the response and positions of the
Non-Operator participants throughout the resolution process; however, cach Non-Operator shall have the right 1o represent itself,
Attendees will make good faith efforts to resolve outstanding issues, and cach Party will be required to present substantive information
supporting its position. A resolution mecting may be held as ofien as agreed to by the Pastics. Tssues unresolved at one mecting may
be discussed at subscquent meetings untit cach such issuc is resofved.

If the Agreement contains nio dispute resolution procedures and the audit issues cannot be resolved by negotiation, the dispute shall
be submitted to mediation. In such event, promptly following onc Party’s written request for mediation, the Parties to the dispute
shall cheose a mutually acceptable mediator and share the costs of mediation services equally. The Parties shall each have present
at the mediation a1 least one individual who has the authority 1o setile the dispute. The Parties shall make reasonable efforts 1o
ensure that the mediation commences within sixty (60) days of the date of the mediation request. Notwithstanding the above, any
Party may file a lawsuit or complaint (1) if the Panies are unable after reasonable efforts, 10 commence mediation within sixty (60)
days of the date of the mediation request, (2) for statute of limitations reasons, or (3) to seek a preliminary injunction or other
provisional judicial selief, if in its sole judgment an injunction or other provisional relief is necessary to avoid irreparable damage or
1o prescrve the status quo. Despite such action, the Parties shal) continue to try fo resolve the dispute by mediation.

O3 (Optionat Provision — Forfeiture Penalties)

If the Non-Operators fail to meet the deadline in Section 1.5.C, any unresolved exceptions that were not addressed by the Non-
Operarors within one (1} year following receipt of the last substantive response of the Operator shall be deemed to have been
sithdrawn by the Non-Operators. If the Operator fails to meet the dzadlines in Section 1.5.8 or 1.5.C, any unresolved exceptions that
were not addressed by the Operator within one (1) year following receipt of the audit report or receipt of the last subsiantive response
of the Non-Operators, whichever is later, shall be deemed 10 have been granted by the Operator and adjustments shall be made,
without interest, to the Joint Account.

APPROVAL BY PARTIES

A. GENERAL MATTERS

Where an approval or other agreement of the Parties or Non-Operators is expressly required under other Scetions of this Accounting
Procedure and if the Agr to which this Accounting Procedurc is hed ins no contrary provisions in regard thereto, the
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Operator shall notify alt Nen-Operators of the Operator's proposal and the agreement or approval of a majority in interest of the
Non-Operators shall be controlling on all Non-Operators,

This Section L6.A applics to specific situations of limited duration wherc a Party proposes to change the uccounting for charges from
that prescribed in this Accounting Procedure. This provision does not apply to dments to this A
covered by Section 1.6.B.

ing Proccdure, which are

AMENDMENTS

If the Agreement 1o which this Accounting Procedure is attached contains no contrary provisions in regard thereto, this Accounting
Procedure can be amended by an affirmative vote of three {(___3 ) ormore Partics, onc of which is the Operator,
having a combined working interest of at least _Seventy-Five percent (__75__%), which approval shall be binding on all Parties,
provided, however, approval of at least one (1) Non-Operator shall be required.

AFFILIATES

For the purposc of administering the voting g durcs of Scctions L6.A and 1.6.B, if Partics to this Agrcement arc Affiliates of each
other, then such Affiliates shall be combincd and treated as a single Party having the combined working interest or Participating
Intcrest of such Affitiates.

For the purposes of administering the voting procedures in Section 1.6.A, if @ Non-Operator is an Affiliate of the Operator, votes
under Scction L6.A shall require the majority in interest of the Non-Operator(s) afier excluding the interest of the Operator's
Affiliate.

IL. DIRECT CHARGES

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

1. RENTALS AND ROYALTIES

and gyerridin
1.case rentals and rovaltics / zua7 Yyy the b%; ator, on.beha
otherwise, any party receiving [Svenues [rom the purchaser of pro ucthon wi
]

royalties, if 8
"Benallof all Panigs, for the ,J?Iim Operations. Exccg! to the extent the partics agree
h f th respect to a net revenue interest shall tmely pay alf

royaltied, overtiding royalties and other burdens that encumber such production or revenues.

2. LABOR

A

Salaries and wages, including incentive compensation programs as set forth in COPAS MFI-37 (“Chargeability of lncentive
Compensation Programs™), for:

(1) Operator’s field employees directly employed or cantracted, On-site in the conduct of Joint Operations,

(2) Operator’s employees directly cmployed on Shore Base Facilitics, OffshoreTracilities, or other facilities serving the Joint
Property if such costs arc not charged under Section 116 (Equipment and Facilities Furnished by Operator) or arc not a
function covered under Section 1 (Overhead),

(3) Operator's employees providing First Level Supervision,

(4) Operator’s employecs providing On-site Technical Services for the Joint Property if such charges are excluded from the
overhead rates in Scciion 111 {Overheard),
including legal and Tand man services
(5) Operator’s cmployees providing Off-site Technical Services / for the Joint Property if such charges are excluded from the
overhead rates in Section Hi (Qverlead).

Charges for the Operator’s employees identified in Section 1L2.A may be made based on the employee’s actual salaries and wages,
or in licu thercof, a day rate representing Lhe Operator’s average salaries and wages of the employee’s specific job category.

Charges for personncel chargeable under this Section 11.2.A who are for¢ign nationals shall not exceed comparable compensation paid
to n equivalent U.S. cmployee pursuant fo this Section 112, unless otherwise approved by the Parties pursuant to Section
L.6.A (General Matters).

Operator’s cost of holiday, vacation, sickness, and disability benefits, and other customary allowances paid to employees whose
salarics and wages are chargeable 1o the Joint Account under Section [L2.A, excluding scverance payments or other termination
allowances. Such costs under this Section {1.2.B may be charged on a ‘‘when and as-paid basis™ or by “percentage assessment” on the
amount of salaries and wages chargeable to the Joint Account under Scction {.2.A. If percentage assessment is used, the rate shall
be based on the Operator’s cost experience.

Expenditures or contributions made p to d by gover I authority that arc applicable o costs

P

chargeable to the Joint Account under Sections T1.2.A and B.
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Personal Expenses of personnel whose salaries and wages are chargeable to the Joint Account under Section [1.2.A when the
cxpenses are incurred in connection with dircctly chargeable activitics.

E.  Reasonable relocation costs incurred in transfesting (o the Joint Property personnel whose salaries and wages are chargeable to the
Joint Account under Section I12.A. Notwithstanding the foregoing, relocation costs that result from reorganization or merger of a
Party, or that are for the primary benefit of the Operator, shall not be chargeable to the Joint Account. Extraordinary relocation
costs, such as those incurred as a result of transfers from remole locations, such as Alaska or overseas, shall not be charged to the
Joint Account vnless approved by the Parties pursuant to Section 1.6.A (General Mutters).

F.  Training costs as specified in COPAS MFI-35 (“Charging of Training Costs to the Joint Account”) for personnel whase salaries and
wages are chargeable under Section [[.2.A. This training charge shall include the wages, salaries, training course cost, and Personal
Expenses incurred during the training session. The training cost shall be charged or allocated to the property or properties directly

benefiting from the training. The cost of the training course shall not cxeced prevailing commereial rates, where such rates are
available.

G. Operator’s current cost of established plans for employce benefits, as described in COPAS MFI-27 (“Employce Benefits Chargeable
to Joint Operations and Subject to Percentage Limitation™), applicable to the Operator’s labor costs chargeable to the Joint Account
under Sections 11.2.A and B based on the Operator's actual cost not to exceed the eployee benefits limitation percentage most
recently recommended by COPAS.

H. Award payments (o employees, in accordance with COPAS MF1-49 (“Awards to Employees and Contractors™) for personnel whose
salaries and wages are chargeable under Section 11.2.A.

MATERIAL

Material purchased or furnished by the Operator for use on the Joint Property in the conduct of Joint Operations as provided under Section
IV (Material Purchases, Transfers, and Dispositions). Only such Material shall be purchased for or transferred to the Joint Property as

may be reguired for i diate use or is bly practical and consistent with efficient and cconomical operations.. The accumulation
of surplus stocks shall be avoided.

TRANSPORTATION
A “Transportation of the Operator’s, Operator's Affiliate’s, or contractor’s personnel necessary for Joint Operations.

B.  Transportation of Material between the Joint Property’ and another property, or from the Operator’s warchouse or other storage point
to the Joint Property, shall be charged to the receiving property using one of the methods listed below. Transportation of Matcrial
from the Joint Property to the Operator’s warchouse or other storage point shali be paid for by the Joint Property using onc of the
methods listed below:

(1) If the actual trucking charge is less than or equal to the Excluded Amount the Operator may charge actual trucking cost or a
theoretical charge from the Railway Recciving Point to the Joint Property. The basis for the theorctical charge is the per
hundred weight charge plus fuel surcharges from the Railway Receiving Point 1o the Joint Property . The Operator shall

consi: ly apply the d alternative,

(2) If the actual tnicking charge is greater than the Excluded Amount, the Operator shall charge Equalized Freight. Accessorial
charges such as loading and unloading costs, split pick-up costs, detention, call out charges, and permit fees shall be charged
dircctly to the Joint Property and shafl not be included when calcuiating the Equalized Freight.

SERVICES

The cost of contract services, equipment, and wtilities used in the conduct of Joint Operations, except for confract services, equipment, and

utilities covered by Scction 1L {Overhead), or Section 11.7 (dffifiates)-or luded-underSectionHL9-{Legal Ly 3. Awards paid o
contractors shall / be chargeable p 10-CORAS MEL-49-(*Awards-te-Employess-and-C ™.

The costs of third party Technical Services arc chargeable to the extenl excluded from the overhead rates under Section I1T (Overhead).

EQUIPMENT AND FACILITIES FURNISHED BY OPERATOR

In the absence of a separately negotiated agreement, aquipment and facilitics furnished by the Operator will be charged as follows:

A. The Operator shall charge the Joint Account for use of Operator-owned equipment and facilities, including but not limited to
production facilities, Shore Base Facilities, OffshoreFacilities, and Field Offices, af rates commensurate with the costs of ownership

and operation. The cost of Field Offices shall be chargeable to the extent the Field Offices provide direct service to personnel who
are chargeable pursuant (o Section [L2.A (Labor). Such rates may include labor, maintcnance, repairs, other operating expensc,

insurance, laxes, depreciation using straight line depreciation method, and interest on gross in less lated d iation

P

not to exceed fifteen percent ( 15 ¥s) per annum; provided, however, depreciation shall not be charged when the
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cquipment and facilitics investment have been fully depreciated. The rate may include an element of the estimaled cost for
sbandonment, reclamation, and dismantlement. Such rates shall not exceed the average commercial rates currently prevailing in the
immediate arca of the Joint Property.

I licu of charges in Section I16.A sbove, the Operator may clect to use average commercial rates prevailing in the immediatc area
of the Joint Propenty, less twenty percent (20%), If equipment and facilities are charged under this Section 11.6.8, the Operator shal}
adequately document and support commercial rates and shall periodically review and update the rote and the supporting
documentation. For auiomotive equipment, the Operator may elect to use rates published by the Petroleum Motor Transport
Association (PMTA) or such other organization recognized by COPAS as the officiat source of ratcs,

AFFILIATES

A, Charges for an Affiliate’s goods and/or services used in operations requiring an AFE or other authorization from the Nou-Opcrators
may be made without the approval of the Parties provided (5) the Affiliate is identificd and the Affiliate goods and scrvices arc
specificatly detailed in the approved AFE or other authorization, and or (i) the 1otal costs for such Affiliate’s goods and scrvices billed
to such individual project do not exceed $_50,000.00 If the total costs for an Affiliale’s goods and services charged to such
individual project arc not specifically detailed in the approved AFE or authorization or exceed such amount, charges for such
Affiliate shall require.approval of the Partics, pursuant to Section 1.6.A (General Matters).

B.  For an Affiliste’s goods and/or scrvices used in operations not requiring an AFE or other authorization from the Non-Operators,
charges for such Affiliate’s goods and scrvices shall require approval of the Parties, pursuant to Scction 1.6.A (General Matters), if the
charges cxceed $_200,000.00 in a given calendar year.

C.  The cost of the Affiliate’s goods or services shall not exceed average commercial rates prevailing in the area of the Joint Property,
uniess the Operator obtains the Non-Operators” approval of such rates. The Operator shall adequately document and support
commercial rates and shall periodically review and update the rate and the supporting documcntation; provided, however,
documentation of commercial rates shatl not be required if the Operator obtains Nou-Operator approval of its Affiliate’s rates or
charges prior to billing Non-Operators for such Affiliate’s goods and services. Notwithstanding the forcgoing, direct charges for
Affiliate-owned communication facilitics or systems shall be made pursuant to Section .12 (Communications).

If the Parties fail o designate an amount-in Sections 11.7:A or 11.7.B, in each instance the amount deemed adopted by the Parties as a
result of such omission shall be the amount established as the Operator's expenditure limitation in the Agreement. If the Agreement
does not contain an Operator’s expenditurc limitation, the amount deemed adopted by the Parties as a result of such omission shall be
zero dollars ($ ¢.00).

DAMAGES AND LOSSES TO JOINT PROPERTY
All costs or expenses necessary for the repair or replacement of Joint Property resulting from damages or losses incurred, except 1o the
extent such damages or losses result from a Party’s or Partics’ gross negligence or willful misconduct, in which case such Party or Partics

shall be solely liable.

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

LEGAL EXPENSE

Recording fees and costs of handling, sctiling, or otherwise discharging litigation, claims, and liens incurred in ﬁr “resu}}{x]; from
N cason
operations under the Agreement, or ncccasnry to protect or recover l'l;'c Joint Property,-te-the-exiantp 24 at./ Costs
. and {an . nd land men
of the Operator’s or Alliliate's legal / staff or outside attorneys,/ weluding fecs and expenses, are et chargeable ualess-approved-by-the

Rarti to-Sootiont-6-ALG LMt ! " jded-forinthiA
§ oA A{Lre = ) i e

And land men | L . .
Notwithstanding the forcgoing paragraph, costs for procuring abstracts, fecs paid 10 outside altorneys / for tile examinations (including
preliminary, supplemental, shut-in royalty opinions, division order title opinions), and curative work shall be charpeable to-—the-extent
permitted as a dircct charge-in-the-Agroement.

TAXES AND PERMITS

i i t: Ni “barvel fec/tax™, “net proceeds tax” and property tax), . .
All taxes uﬂ'ﬁé’r‘r’%%ﬁ'ﬁ“tcse??f%fvc&vﬂﬂfh andrr'\'gtufcc,l assessed gr Icv‘;t: upon orn n ':::)ngecgon w)llh the Joint Property, or 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 result from the Operator's gross negligence or willful misconduct.

If ad valorem taxcs paid by the Operator are based in whole or in part upon separate valuations of cach Party’s working interest, thep
notwithstanding any contrary provisions, the charges to the Parties will be made in accordance with the tax valuc generated by cach Party’s
waorking interest.

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc, (COPAS)

7




i
I
1
i
i
1

14.

15,

COPAS 2005 Accounting Procedure
Recommended by COPAS, Inc.

Costs of tnx_consu]tants or advisors, the Operator’s cmployees, or Operator’s Affiliate employees in matters regarding ad val th
including the preparation of Gax relurne imjl M proy! ers reparding ad valorem or other
1ax malxcrs} are net—gcnni{x’cgpus direct charges i '{r-nJ “,?,f?’ s'm‘! ‘E,r' (fmgggn‘tsr)

1o0-Secii L&A L ezl ALt AN

-6- atters):
Charges to the Joint Account resulting from sajes/use. tax audits, including extrapolated amounts and penalties and interest, are permitted,
provided the Non-Operator shall be allowed to revicw the invoices and other underlying source documents which served as the basis for
tax charges and to determine that the correct amount of laxes were charged o the Joint Account. If the Non-Operator is not permitted to

review such documentation, the sales/use tax amount shall not be directly charged unless the Operator can conclusively document the
amount owed by the Joint Account.

INSURANCE

Net premi paid for 1 e required to be carried for Joint Operations for the protection of the Partics. If Joint Opcrations are
conducted at locations where the Operator acts as self-insurer in regard to its worker's compensation and employer’s liability insurance
obligation, the Operator shall charge the Joint Account manual rates for the risk assumed in its self-insurance program as regulated by the
jurisdiction goveming the Joint Property—tn:th Foffshore-operations-in-federal-waters,the-manual-rates-of the-adj State

sed—f ! nerfermine—woik-On-sit {-such—rates-shal-bo-adi for—ofih H Bvthe LS h d
S-WOF e f . 5 25

4 7 5 p
Harbor-Workers-(US]-&H)-or- Act-surch

rarge-as-appropaate:

fall b

COMMUNICATIONS

Costs of acquiring, leasing, installing, operating, repairing, and miaintaining communication facilities or systems, including sateHite, radio
and microwave facilities, between the Joint Property and the Operator’s office(s) directly responsible for field operations in accordance
with the provisions of COPAS MFI-44 (“Field Comp and C ication Systems™). If the communications facilities or systems
serving the Joint Property arc Operator-owned, charges 10 the Joint Account shall be made as provided in_Section [1.6 (Equipment and
Facilities Furnished by Operator). If the communication facilities or systems serving the Joint Property are owned by the Operator's
Affiliate, charges to the Joint Account shall not exceed average commercial rates prevailing in the area of the Joint Property. The Operator
shall adequately document and support commercial rates and shall periodically review and update the rate and the supporting
documentation.

ECOLOGICAL, ENVIRONMENTAL, AND SAFETY

Costs incurred for /l’lcgélmﬂrggl Services and drafting to comply with ecological, environmental and safety Laws or standards recommended by
Occupational Safety and Health Administration (OSHA) or other regulatory authoritics. All other labor and functions incurred for
ecological, environmental and safety matters, including 2 t, administration, and permitting, shall be covered by Scctions 1.2
(Labor), 11.5 (Services), or Section 111 (Overhead), as applicuble.

Costs to provide or have available pollution contai 't and removal equipment plus actual costs of control and cleanup and resulting
responsibilities of oil and other spills as well as discharges from permitted outfalls as required by applicable Laws, or other pollution
containment and removal equipment deemed appropriate by the Operator for prudent operations, are directly chargeable.

ABANDONMENT AND RECLAMATION

Costs incurred for aband ent and recl ion of the Joint Property, including costs required by lease agreements or by Laws.

OTHER EXPENDITURES

Any other ¢xpenditure not covered or deslt with in the foregoing provisions of this Section Ul (Direcs Charges), or in Section 11

) d which'is of direct benefit to the Joint Property and is incurred by the Operator i the pecessary and proper conduct of the
(?Vfr 'L;_a:) und )(in‘clullﬁug, l;u‘icnot?imi!cd to, ;Jerntog'sn%)ropor!ionatc bon%ing cops!s rcqmreﬁ by the faws mﬁf »chulunons ol the
ey . . - . .

?o?m‘.: 8pcrnt?("m§./ Charges made under this Scetion 11.15 shall require approval of the Parties, pursuant (o Section 1.6.A (General Matters).

1. OVERHEAD

As compensation for costs not specifically identificd as chargeable to the Joint Account pursuant to Section 1 (Direct Charges), the Operator
shall charge the Joint Account in accordance with this Section 111

Functions included in the overhead rates regardless of whether performed by the Operator, Operator’s Affiliates or third parties and regardlcss
of jocation, shall include, but not be limited 10, costs and expenses of:

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

design and drafling (except when allowed as a direct charge under Sections 1113, L1 A{iD), and 11).2, Option B}
inventory cosls not chargeable under Section V (Inventories af Controllable Material)

procurement

.

administration

accounting and auditing (except. preparation of tax returns and similar documents for all of the working interest owners)

gas dispatching and gas chart integration
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* human resources

¢ management

* supervision not directly charged under Section 1.2 (Labor)

» legal services ot direcily chargeable under Section 119 {Legat Expense)

* taxation, other than those costs identified as di iy ch ble under Section 1110 (Tuxes and Permits)

* preparation and monitoring of permits and certifications; preparing latory reports; app before or ings with
govemmemal agencies or other ‘authorities having jurisdiction over the Joint Praperty, other than On-site inspections; reviewing,
and stmllnag' grocumcnts &W%’oﬂ'ﬁg ."'m?»&*t"é‘w nErs): fo Laws or proposcd Laws & preparation of tax returas

Overhead charges shall include the salaries or wages plus applicable payrofl burdens;, benefits, and Personal Expenses of personnél performing
overhead functions, as well as office and other related expenses of overhead functions.

1. OVERHEAD-—DRILLING AND PRODUCING OPERATIONS
As p fon for costs i d but not chargeable under Section I {Direct Charges) and not covercd by other provisions of this
Section Iti, the Operator shalt charge on cither:
Bl (Alternative 1) Fixed Rate Basis, Section HL1.B,
[ (Aiternative 2) Percentage Basis, Section 1L.1.C.
A.  TECHNICAL SERVICES

(i} Except a5 otherwise provided in Section IL13 {Ecological Envir [, and Safety} and Section HI.2 (Overhead — Major
Construction and Catastrophe), or by approval of the Partics pursuant to Section 16.A (Gereral Matters): the salaries, wages,
related payroll burdens and benefits, and Persondl Expenses for One-site Technical Services, inclyding third party Technical

Services:

B (Atternative 1 - Direct) shall be charged direct 1o the Joint Account.

(3 (Alternative 2 — Overhead) shall be covered by the overhead rates.

(i) Except as otherwise provided in Scction U.13 {(Ecologioal, Environniental, and Safety) and Scction 11.2 (Qverhead ~ Major
Construction and Catastraphe), or by approval of the Parties pursuant to Section 16.A (General Matters), the salarics, wages,
related payroll burdens. and benefits, and Personal Expenses for Offesite Technical Services, mcluding third party Technical
Services:

[0 (Alternative 1 - All Overhead) shall be covered by the pverhead rates.

& (Alternative 2 - All Direct) shall bc charged directto the Joint Account,

03 (Atternative 3 - Dritling Direct) shall be charged dieect to the Joint Acoount. only to the extent such chhm(zl Scrvices
are directly aftributable to drifling, redrifling, decpening, or sidetracking operations, through § porary
abandonment, or sbandonment if a dry hole. Off-site Technical Services for all other operations, mcludmg workover,
recompletion, sbandonment of producing wells, and the construetion or expansion of fixed assels not covered by Scction
1.2 (Overhead - Major Construction and Catastrophé) shall be covered by the overhead rates.

Notwithstanding anything fo the contrary in this Scction 11, Technical Servioes provided by Operator’s Affiliales are subject to limitations
set forth in Scction 1.7 (Affiliates). Charges for Technical p el performi hmical work shiall not be-governed by this Section
HIL1LA, but instead po d by other provisions of this A ing Proced lating to the type of work being performed.
B.  OVERHEAD-¥IXED RATE BASIS
(1) The Operator shall charge the Joint Account of the following rafes per well per month:
Drilling Well Rate permonth § 750000 . (prorated for less than a full month)
Producing Well Rate permonth $_1,75600 .
(23 Applitation of Overhead —Drilling Well Rate shall be as follows:

(a) Charges for onshore drilling wells shall begin on the spud datc and terminate on the dau. the dnﬂmg andlor cnmpteuoa
equipment. used on the weil is teleased, whichevcr occurs lmcr Qaafgas br-offshore-and-inland-vwate
bogm—enih&dmm leti & i the-date-the "'mﬂg—ef-eemphﬂea

Guip off is-released-which rs-figst-No charge shall be made during suspension -of drilling
and/or completion operations for fifteen (15) or more consecutive calendar days.
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Charges for any well undergoing any Lype of workover, recompletion, and/or abandonment for a period of five (5) or more
consccutive work—days shall be made at the Drilting Well Rate. Such charges shall be applied for the period from datc
operations, with rig or:other units used in operations, commence through date of rig or other unit release, except that no charges
shall be made during suspension of operations for fificen (15) or more consecutive calendar days.

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

[€)]

(6)

(€)

An active well that is produced, injecled into for recovery or disposal, or used to obtain water supply lo support opcrations for
any portion of the month shall be considercd as a one-well charge for the entire month.

Each active completion in a multi-completed weli shall be considered as a onc-well charge provided cach completion is
considered a separate. well by the governing regulatory authority.

A one-well charge shall be made for the month in which plugging end abandonment operations arc completed on any well,
unless the Drilling Well Rate applies, as pravided in Sections . 1.B.(2)(a) or (b). This one-well charge shall be made whether
or not the well has produced.

An active gas well shut in because of overproduction or failure of a purchaser, processor, or transporter to take production shall
be considered as a onc-well charge provided the gus weil is directly connecied to 2 permanent sales outlel.

Any well not meeting the criteria set forth in Sections 11, LB.(3} (&), (b), (). or (d) shal} not qualify for a producing overhead
charge.

(4) The weli. rates shall be adjusted on the first day of April each year following the effective date of the Agreement; provided,
however, if this Accounting Procedure is attached to or otherwise goveming the payout accounting under a farmout ngreement, the
rates shall be adjusted on the first day of April cach year following the ctfective dale of such farmout agreement. The adjustment
shall be computed by applying the adjustment factor most reecntly published by COPAS. The adjusted rates shal! be the initial or
amended ratcs agreed 1o by the Parties increased or decreased by the adjustment factor described herein, for each year from the
cffective date of such rates, in accordance with COPAS MF1-47 (*Adjustment of QOverhead Rates”™).
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2.. OVERHEAD-—MAJOR CONSTRUCTION AND CATASTROPHE

To compensate the Operator for-overhead costs incurred in connection with a Major Construction project or Catastrophe, the Operator
shall cither negotiate 2 rate prior 1o the beginning of the project, or shall charge the Joint Account for overhead based on the fotlowing
rates for any Major Construction project in_excess of the Operalor’s expenditure limit under the Agreement, or for any Calastraphe

regardless of the amount. If the Agreement to which this Accounting Procedure is aftached docs not contain an expenditure limit, Major
Construction Overhead shall be assessed for any single Major Construction project costing in excess of $100,000 gross.

COPYRIGHT © 2003 by Council of Petroleum Accountants Societics, knc. (COPAS)
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Major Construction shall mean the construction and installation of fixed assels, the expansion of fixed asscis, and any other project clearly
discemible as a fixed asset required for the development and operation of the Joint Property, or in the di lement, aband
removal, and restoration of platforms, production cquipment, and other operating facilities.

Catastrophe is defined as a sudden calamitous event bringing daumage, loss, or destruction to property or the eavironment, such as an oil
spill, blowout, explosion, fire, storm, hurricane, ar other disaster. The overhead mate shall be applied to thosc costs necessary to restore the
Joint Property to the equivalent condition that existed prior to the cvent.

A—Ifthe O tor-absarbsth i H Jesi 1 draft ts-rolated i
< peratos & g-desig fing to-the-proj
@) Yo-of total-costsEsuch-casts-are-less-1han-$ 100000
—_—— & FERURI-plus

& 9 of total YT £5100. \. .
@& : $100.000-butless-g “,009;009,—13135
o 9% oftotal-opcic £$1-600-000-
&) SR +1;660;000-

. d when N . .
B. If Igc bpcrator charges enginecring, design and drafling costs related to the project directly to the Joint Account:

I 10.00 __ % of tolal costs if such costs arc less than $100,000; plus

2) 5.00 % of total costs in excess of $100,000 but Jess than $1.000,000; plus

3 3.00 % of total costs in excess of § 1,000,000.

Total cost shall mean the gross cost of any one project. For the purpose of (his paragraph, the component parts of a single Major
Construction project shatl not be treated separately, and the cost of drilling and workover wells and purchasing and installing pumping
units and downhole artificial lift cquipment shall be excluded. For Catastrophes, the rates shall be applied to all costs associated with cach
single occurrence or event.

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

For the purposes of calculating Catastrophe Overhead, the cost of drilling relief wells, substitute wells, or conducting other well operations
dircctly resulting from the catastrophic event shall be included. Expenditures to which these rates apply shall nat be reduced by salvage or
insurance recoveries. Expenditures that qualify for Major Construction or Catastrophe Overhead shall not qQualify for overhcad under any

other overhead provisions.

In the event of any conflict between the provisions of this Section [11.2 and. the provisions of Sections 1.2 (Labor), 1.5 {Services), or 11.7
(Affiliates), the provisions of this Section 1112 shall govern.

AMENDMENT OF OVERHEAD RATES

The overhead rates provided for in this Scction ITT may be amended from time to time if, in practice, the rates arc found to be insufficient
or excessive, in accordance with the provisions of Section L6.3 (Amendments).

IV. MATERTAL PURCHASES, TRANSF ERS, AND DISPOSITIONS

The Operator is responsible for Joint Account Materigl and shall make proper and timely charges and credits for direct purchases, transfers, and
dispositions. The Operator shall provide all Material for use in the conduct of Joint Operations; however, Material may be supplied by the Non-
Operators, at the Operator's oplion. Material fumnished by any Party shall be furnished without any express or implied warrantics as (o quality,
fitness for use, or any other matter.

|

DIRECT PURCHASES

Direct purchases f'é‘xﬁm‘gé'gcﬁgr'g’g&“ cl?xsels)oim Account at the price paid by the Operator after deduction of all discounts received. The
Operator shall make good faith efforts to take discounts offered by suppliers, but shall not be liable for failure (o take discounts except to
the extent such failure was the result of the Operator’s gross negli
when an agreement is made between an Operator and a third party for the gcquisition 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 Property and title of the Matcrial
daes not pass' from the manufacturer, distributor, or agent until usage, is considered & direct purchase. If Material is found 10 be defective
or is retumed to the manufacturer, distributor, or agent for any other reason, credit shall be passed to the Joint Account within sixty (60)

or willful mi duct. A direct purchase shall be d d to occur

days after the Operator has received adjustment from the manufacturer, distributor, of agent.

COPYRIGHT © 2005 by Council of Petrolcumn Accountants Societics, Inc. (COPAS)
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TRANSFERS

A transfer is determined to occur when the Operator (i) furnishes Material from a storage facility or from another operated propesty, (3i) has
sssumed Hability for the storage costs and changes in value, and (iii) has previously sccured and held title to the transferred Material,
Similarly, the removal of Material from the Joint Property to a storage facility or to another operated property is also considercd a transfer;
provided, however, Material that is moved from the Joint Property to 4 storage location for safe-keeping pending disposition may remain
charged to the Joint Account and is not considered a transfer. Material shall be disposed of in accordance with Section IV.3 (Dispusition of
Surplus) and the Agreement 10 which this Accounting Procedure is attached.

A

PRICING

The vatue of Material transferred to/from the Joint Property should generally mﬂégtl I(’ﬁcs ?ﬁ&??e"&“ &.:S) on the date of physical transfer.
Regardless of the pricing method used, the Operator shall make available to the Non-Operators sufficient documentation 1o verify the
Material valunlion.} n%\"hscl;ll ?gggrc&itg)spcciﬁcation grade or size tubulars arc used in the conduct of Joint Operations, the Operator
shall charge the Joint Account at the cquivalent price for well design specification tubulars, unless such higher specification grade or
sized tubulars arc approved by the Pasties pursuant to Section 1.6.A (General Matters). Transfers of new Material will be priced
using one of the following pricing methods; provided, hawever, the Operator shall use consistent pricing methods, and not alternale
between methods for the purpose of choosing the method most favorable to the Operator for a specific transfer:

(1) Using published prices in ¢ffect on date of movement as adjusted by the appropriate COPAS Historical Price Multiplicr (HPM)
or prices provided by the COPAS Computerized Equipment Pricing System (CEPS).
AN
A\

il bl and-li
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(b)  For sther/ Material, the published price shall be the published list price in effect at date of movement, as listed by a Supply
Store nearest the Joint Property where like Material is normally available, or point of manufacture plus transportation
costs as defined in Section IV.2.B (Freight).

(2) Based on a price quotation from a vendor that reflects a current realistic acquisition cost.

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

(4) As agreed to by the Participating Parties for Material being transferred to the Joint Property, and by the Partics owning (e
Material for Material being transterred from the Joint Property.

FREIGHT

i i bly available, the t rtation costs shall riee: .
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Equipment Pricing System (CEPS). If not using actual trausportation cost or CEPS, ransportation costs shall be calculated as follows:
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(4) Transportation costs for Material e!heﬁﬁmn—uaakdeseribed;énﬁeﬂlms—wzae&%ﬂmgh—@rshall be calculated from the
lu()/ lE)Jt%m’ Propers' .. ot
i e 2 a =]

Supply Store or point of manufacture, whichever is appropriate, Rai
Regard} £whether ing-CEPRS Hy-calculating P i Sts; 4 P § 15 the-Raibway-R iving-Point
to-theJoint-Property in-addition-to-the—foregoing-and may be charged to the Joint Account based on actual costs incurrede—adl
¥ ‘ vl aF I\J -:t E‘I 13- -5 'bl‘w £ 1ded-in-Secti T'Illl("f' P ) L ihic A 3 .-“ d
TAXES

Sales and use taxes shall be added to the Material transfer price using cither the method contained in the COPAS Computerized
Equipment Pricing System (CEPS) or the applicable tax rate in-effect for the Joint Property at the time and place of transfer. In cither
case, the Joint Account shall be charged or credited at the rate that would have govemed had the Material been a direct purchase,

COPYRIGHT © 2005 by Council of Petroleum Accountants Socictics, Inc. (COPAS)
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D.  CONDITION

m

)

@

5

Condition “A”™ ~ New and unused Material in sound and serviceable condition shall be charged at one hundred percent (100%)
of the price as determined in Sections IV.2.A (Pricing), IV.2.B {Freight}, and IV2.C (Taxes). Material transferred from the
Joint Property that was not placed in service shall be credited as charged without gain or loss; provided, however, any unused
Material that was charged to the Joint Account through a direct purchase will be credited to the Joint Account at the original
cost paid less restocking fees charged by the vendor. New and unused Material transferred from the Joint Property may be
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 1.6.A (General Matters). All refurbishing, costs required or necessary o retusn the
Materiat to original condiion or'to correct handling, transportation, or other damages will be bome by the divesting property.
The Joint Account ‘is responsible for Matcrial preparation, handling, and transportation costs for new and unused Material
charged to the Joint Property either through a direct purchase or transfer. Any preparation costs incurred, including any internal
or external coating and wrapping, will be credited on new Material provided these services were not repeated for such Material
for the receiving property.

Condition “B” — Used Material in sound and serviceable condition and suijtable for reuse without reconditioning shall be priced
by muitiplying the price determined in Scctions IV.2.A (Pricing), IV.2.B (Freight), and TV.2.C (Taxes) by seventy-five percent
(75%).

Except as provided in Section IV.2.D(3), all reeonditioning costs required to return the Material to Condition “B™ or lo correct
handling, transpontation or other damages will be borne by the divesting property.

If the Material was originally charged to the Joint Account as used Material and placed in service for the Joint Property, the
Material will be credited at the price determined in Scctions [V.2.A (Pricing), IV.2.B (Freight), and 1V 2.C (Tares) multiplied
by sixty-five pereent (65%).

Unless othenwise agreed to by the Partics that puid for such Material, used Material transfesred from the Joint Property that was
not placed in service on the property shall be credited as charged without gain or loss.

Condilion “C" — Material that is not in sound and serviceable condition and.not suitable for its original function until after
reconditioning shall be priced by multiplying the price determined in Sections IV.2.A (Pricing), IV.2.B (Freighf), and IV.2.C
(Taxes) by fifty percent (50%).

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

Condition D™ - Material that (i) is no longer suitable for its original purpose but uscable for some other purpose, (ii) is
obsolete, or (ifi) does not meet original specifications but still has valuc and can be used in other applications as a substitute for
items with different specifications, is considered Condition “D” Material. Casing, tubing, or drill pipe used as line pipe shall be
priced as Grade A and B scamless line pipe of comparable size and weight. Used casing, tubing, or drill pipe ulilized as line
pipe shall be priced at used line pipe prices. Casing, tubing, or drill pipe used as higher pressure service lines than standard line
pipe, e.g, power oil lines, shall be priced under normal pricing procedures for casing, tubing, or drill pipe. Upset tbular goods
shall be priced on a non-upsct basis. For other items, the price used should result in the Joint Account being charged or credited
with the value of the service rendercd or use of the Material, or as agreed to by the Parties. pursuant to Section 1.6.A (General
Matters).

Condition “E” ~ Junk shall be priced at prevailing scrap value prices.

E. OTHER PRICING PROVISIONS

(1)

@)

Preparation Costs

Subject to-Section I (Direct Charges) and Section 111 {Overhiead) of this Accounting Procedure, costs incurred by the Operator
in making Material serviceable including inspection, third panty surveillance services, and other similar services will be charged
to the Joint Account at prices which reflect the Operator's actual costs of the services. Documentation must be provided to the
Non-Operators upon request {o support the cost of service. New coating and/or wrapping shal be considered a component of
the Materials and priced in accordance with Scctions V.1 (Direct Purchases) or IV.2.A (Pricing), as applicable. No charges or
credits shall be made for used coating or wrapping. Charges and credits for inspections shall be made in nccordance with
COPAS MF1-38 (“Material Pricing Manual™).

Loading and Unloading Costs

Loading and unloading costs refated to the movement of the Material to the Joint Property shail be charged in accordance with
the methods specified in COPAS MFI-38 (“Material Pricing Manual”).

COPYRIGHT © 2005 by Council of Petroleum Accountants Societies, Inc, (COPAS)
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DISPOSITION OF SURPLUS

Surplus Material is that Material, whether new or used, that is no lon

ger required for Joint Operations. The Operator may purchase, but

shatl be under no obligation to purchase, the interest of the Non-Operators in surplus Material.

Dispositions for the purpose of this procedure are idered 10 be the relinquist

of title of the Material from the Joint Property o

cither a third party, a Non-Operator, or to the Operator. To avoid the accumulation of surplus Material, the Operator should muke good
fuith cfforts to dispose. of surplus within twelve {12) months through buy/sale agrecments, trade, sale to a third party, division in kind, or
other dispositions es agreed 10 by the Parties.

Disposal of surplus Materials shall be made in accordance with the terms of the Agreement to ‘which this Accounting Procedure is
attached. If the Agreement contains no provisions govemning disposal of surplus Materia!, the following terms shall apply:

. The Operator may, through a sale 1o an unrelated third party or entity, dispose of surplus Material baving a gross sale value that
is less than or equal to the Operator's expenditure limit as sct forth in the Agreement to which this Accounting Procedure is
attached without the prior approval of the Parties owning such Material,

. If the gross sale value excecds the Agreement expenditure limit, the disposal must be agreed 10 by the Parties owning such
Material.

. Operator may purchase surplus Condition “A” or “B” Material without approval of the Parties owning such Material, based on
the pricing methods set forth in Section V.2 (Transfers).

. Operator may purchase Condition “C™ Material without prior approval of the Parties owning Such Material if the value of the
Materials, bascd on the pricing methods set forth in Section V.2 (Transfers), is less.than or equal 10 the Operator's expenditure
limitation sct forth in the Agreement. The Operator shall provide documentation supporting the classification of the Material as
Condition C.

. Operator may dispose of Condition “D” or “E” Material under procedures normally utilized by Operator without prior approval
of the Parties owning such Material,

SPECIAL PRICING PROVISIONS

A

PREMIUM PRICING

Whenever Material is available only at inflated prices due to national emergencies, strikes, government imposed forcign trade
restrictions, or other unusual causes over which the Operator has no control, for- direct purchase the Operator may charge the Joint
Account for the required Material at the Operator’s actual cost incurred in providing such Material, making it suitable Tor use, and
moving it to the Joint Property. Material transferred or dispased of during premium pricing situations shall be valued in accordance
with Section IV.2 (Trangfers) or Section [V.3 (Disposition of Surplus), as applicable.

SHOP-MADE ITEMS

Items fabricated by the Operator's employecs, or by contract laborers under the direction of the Operator, shall be priced using the
valuc of the Material used to construct the item plus the cost of Tabor to fabricate the item. I the Material is from the Operator's
scrap or junk account, the Malerial shall be priced at either twenty-five percent (23%) of the current price as determined in Section
TV2.A (Pricing) or scrap value, whichever-is higher. In no event shall ihe amount charged execed the value of the item
commiensurate with its use.

MILL REJECTS
Mill rejects purchased as “limited service” casing or tubing shall be priced at cighty percent (80%) of K-55/)-55 price as determined in

Scation [V.2 (Transfers). Line pipe converted to casing or tubing with casing or tubing couplings attached shall be priced as K-55/)-
55 casing or lubing 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 sufficient detail to perform physical inventorics,

Adjustments to the Joint Account by the Operator resulting from a physical inventory of Controllable Matcrial 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 Account in-accordance with Section 1V.2 (Transfers) and shall be based on the Condition “B” prices in effcct on the date of
physical inventory unless the inventorying Partics can provide sufficient evidence another Material condition applics.

COPYRIGHT & 2005 by Council of Patroicum Accountants Socictics, Inc. (COPAS)
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DIRECTED INVENTORIES

Physical inventories shall be performed by the Operator upon writlen request of 2 majority in working interests of the Non-Operators
(hereinafier, “direcied inventory™); providéd, however, the Operator shall not be required to perform directed inventories more frequently
than once every five (5) years. Directed inventories shall be ¢ d within one hundred eighty (180) days after the Operator receives

writlen notice that a majority in intercst of the Non-Operators has requested the inventory. All Parties shall be governcd by the results of
any directed inventory.

Expenses of directed invenlories will be bome by the Joint Account; provided, however, costs associated with any post-report follow-up
work in settling the inventory will be absorbed by the Party incurring such costs. The Operator is expected to exercise judgment in keeping
expenses within reasonable fimits. Any anticipated disproportionate or cxtraordinary costs should be discussed and agreed upon prior to
commencement of the inventory. Expenses of directed inventories may include the following:

A. A per diem rate for cach jnventory person, representative of actual salarics, wages, and payrofl burdens and benefits of the personnel
performing the inventory or a rate agreed to by the Parties pursuant to Section L6.A (General Matters). The per diem rate shall also
be applied to a reasonable number of days for pre-inventory work and report preparation.

B, Actual transportation costs and Personal Expenses for the inventory team,

C.  Reasonable charges for report preparation and distribution to the Non-Operators.

NON-DIRECTED INVENTORIES

A.  OPERATOR INVENTORIES

Physical inventorics that arc not requested by the Non-Operators may be performed by the Operator, at the Operator's discretion: The
expenses of conducting such Operator-initiated inventories shall not be charged to the Joint Account.

B. NON-OPERATOR INVENTORIES

Subject to the terms of the Agreement to which this Accounting Procedure is attached, the Non-Operators may conduct a physical
inventory at reasonable times at their sole cost and risk after giving the Operator at icast ninety (90) days prior written notice. The
Non-Operator inventory report shall be fumished to the Opérator in writing within nincty. (90) days of completing the inventory
ficldwork.

C.  SPECIAL INVENTORIES

The expense of conducting inventories other than those described. in Sections V.1 (Directed nventories), V2.A (Operator
Inventories), or V.2.B (Non-Operator Inveniories), shall be charged to'the Party requesting such inventory; provided, however,
inventories required due to a change of Operator shall be charged to the Joint Account in the sime manner as described in Scction
V.1 (Directed Inventorics).

COPYRIGHT © 2003 by Councit of Pctroleum Accountants Sacieties, Inc. (COPAS)
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Exhibit “D”

Attached to and made a part of that certain Operating Agreement datedb‘pri 11 ,5201‘)
by and between Grant Canyon Oil & Gas, LLC as Operator and Non-Operators.

INSURANCE

Operator shall carry for the benefit and expense of the joint account insurance with responsible
insurance carriers as follows:

1. Workmen’s Compensation and Employer's liability insurance as may be required by the
laws of the state in which the Contract Area is located.

2. General Public Liability and Property Damage Insurance with limits of not less than
$1,000,000 covering injury to or death of one person, $1,000,000 covering injury or death
of more than one person by reason of one accident, and not less than $1,000,000 covering
damage to property of third persons.

3. Commercial Automobile Liability: $1,000,000 per accident combined single limit for
bodily injury or property damage to third parties covering owneéd, leased, hired and non-
owned automobiles

4. Insurance coverage on equipment as the Operator deems necessary for the protection of
the joint account.

5. Cost of Well Control, Operator’s Extra Expense, including Care, Custody and Control
with limits Operator deems necessary for protection of the Joint Account.

It is further understood and agreed that Operator is not a warrantor of the financial responsibility
of the insurer with whom such insurances is carried, and that except for willful negligence,
Operator shall not be liable to Non-Operators for any loss suffered on account of the
insufficiency of the insurance carried, or of insurer with whom carried. Operator shall not be
liable to Non-Operators for any loss accruing by reason of Operator’s inability to procure or
maintain the insurance above mentioned. Operator agrees that if at any time during the life of
this Agreement it is unable to obtain or maintain such insurance, it shall immediately notify in
writing Non-Operators of such fact.

Notwirthstanding anything to the contrary to the foregoing, the parties acknowledge that
Operator and Non-Operators may maintain their own separate insurance on the above, therefore,
Operator and Non-Operators agree that they will not be billed or covered for any insurance that
they maintain separately, provided that valid certificates of insurance certifying the above
coverage are furnished to the other parties.
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(6)

EXHIBIT “F»

NON-DISCRIMINATION CLASUE ATTACHED TO AND MADE A PART

OF THE OPERATING AGREEMENT DATED APRIL 15 » 2019,
BETWEEN GRANT CANYON OIL & GAS, LLC (OPERATOR)
AND NON-OPERATORS

Grant Canyon Oil & Gas, LLC, hereinafter referred to as “Operator”, agrees, unless
exempt therefrom to comply with all provisions of Executive Order 11246, which are
incorporated hercin by reference, and if Operator has more than 50 employees, Operator
must file Standard Form 100 (EEO-1) and develop a written “Affirmative Action
Compliance Program? for each of its establishments according to the Rules and
Regulations published by the United states Department of Labor in 41 C.E.R., Chapter 60.
Operator further herby certifies that it does not now and will not maintain any facilities
provided for its employees in a segregated manner or permit its-employees to perform their
services at any location under its control-where segregated facilities are maintained, as such
segregated facilities are defined in Title 41, Chapter 60-1.8, Code of Federal Regulations,
revised as of January 1, 1969, unless exempt therefrom.

Unless exempt by rules, regulations or orders of the United States Secretary of Labbr,
issued pursuant to Section 204 of the Executive Order 11246 dated September 24, 1965,
during the performance of this contract, the Operator agrees as follows:

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

The Operator will, in all solicitations or advertisements for cemployees placed by or on
behalf of the Operator, state that all qualified applicants will receive consideration for
employment without fegard to race, color, religion, sex or national origin.

The Operator will send to each labor union or representative of workers with which he
has a collective bargaining agreement or other contract or understanding, a notice to be
provided by the ageney contracting officer, advising the labor union or workers'
representative of the Operator's commitments under Section 202 of Executive Order
11246 of September 24, 1963, and shall post copies of the notice in conspicuous places
available to employees and applicants for employment.

The Operator will comply with all provisions of Executive Order 11246 of September
24,1965, and of the rules, regulations and relevant orders of the Secretary of Labor.

The Operator will furnish all information and reports required by Executive Order
11246 of September 24, 1965, and by the rules, regulations and orders of the Secretary of
Labor, or pursuant thereto, and will permit access to his books, records and accounts by
the contracting agency and the Secretary of Labor for purposes of investigation to
ascertain compliance with such rules, regulations and orders.

In the event of the Operator's noncompliance with the nondiscrimination clauses of this
contract or with any of such rules, regulations or orders, this contract may be canceled,
terminated or suspended in whole or in partand the Operator may be declared ineligible
for further Government contracts in accordance with procedures authorized in Executive
Order 11246 of September 24, 1965, and such other sanctions may be imposed and
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remedies invoked as provided in Exccutive Order 11246 of September 24, 1965, or by
rule, regulation or order of the Secretary of Labor, or as otherwise provided by law.

The Operator will include the provisions of paragraphs (1) through (7) in every
subcontract or purchase order unless exempted by rales, regulations or orders of the
Secretary of Labor issued pursuant to Section 204 of Executive Order 11246 of

order as the contracting agency may direct as a means of enforcing such provisions
including sanctions for noncompliance; provided however, that in the event the Operator
becomes involved in, or is threatened with, litigation with a subcontractor or vendor as a
result of such direction by the contracting agency, the Operator may request the United
States to enter into such litigation to protect the interests of the United States,

END




EXHIBIT “H”

Attached to, and made a part of, that Operating Agreement datedApril 15 ,
2019, between Grant Canyon Oil & Gas, LLC, Operator, and Non-Operators

AMI AREA

All Lands in the Following Townships:
Township 27 North, Range 51 East
Township 27 North, Range 52 East
Township 28 North, Range 51 East
Township 28 North, Range 52 East
Township 29 North, Range 51 East
Township 29 North, Range 52 East

Located in Eureka and Elko Counties, Nevada



