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OPERATING AGREEMENT

; THIS AGREBMENT, entered fato by and bitween ULTRA RESOURCES, II?ICr pE— mmﬂimc;

3 hereinafter designated and ceferted to a9 "Operator,” and the slsﬂﬂmﬁ’" party OF P“"‘: other thun {petatof,

4 hereinafter referred to individuslly as “"Non-Operator,” and collectively 2s Non-Operatots.

5 WITNESSETH: . i the land

G WHEREAS, the partles to this agreement ate ownets of Oil and Gas Lessex znd/oc Oil and Gas Int;testa in .-,:{ e rao "

7 identified In Exhibit "A,” and the partles hereto have renched an agucment'm explore ?nd develap these Leases 4 /o

8 and Gas [nterests for the production of O and Gas to the extent and as hereinafter provided,

9 NOW, THEREFORE, it is agreed a9 {otlows:

w0 ARTICLE L.

n DEFINITIONS .

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

t3 A, ‘The term “AFE" shalt mean an Authority for Expendituce prepared by a pacty to this agresment for the purpose of

4 estimating the costs to be'incurred in conducting an operation hereunder. .

£3 B. The term "Compietion” o "Complete” shall mean 2 single operation intended to complete a well as a pradu?er of fJJi

{6 and Gas in one or more Zones, inclurding, but not limited to, the setting of production casiug, perforating, well stimulation

17 and production testing conducted inr such operation. )

18 C. The term "Contract Area” shall mean alf of the lands, Oil znd Gas Leases andjor Oil and Gas Interests intended o0 be

19 developed and operated for Oil and Gas purposes under this agreement. Such kads, Oil and Gas Leases ead Oil snd Ges

20 Tnterests are desceibed in Exhible A" .

21 D. The term “Deepen” shall mean 2 slople uperation whereby a well i3 drilled to an objective;Zone belaw the deepest

27 Zoue ln which the well waa previously drifled, or belaw the Deepest Zane proposed in the assoclated AFE, whichever Is the

23 lesser.

22 H. The terms “Drilling Party” and "Consenting Farty” shall miean & party whe agtees ta foln in and pay its shate of the

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

26 F. The term “Drilling Unit" shatl mean the area fixed for the drilling of ane well by erdec or rule of any state or federal

37 tody having authority, If a Drifling Unit is not fixed by sny such rule or order, a.Dedlling Unit shell be the drilling unit as

28  established by the pattetn of drilling in the Contract Arez unless fixed by express agreament of the Drifling Parties,

29 G. The tecm "Drillsite” shall mean the Oil and Gas Lease or Ol and Gas Interest on which 2 proposed well s to be

30 located.

3t H. The term “Initial Well” shall mean the well required to be drilled by the parties heteto as provided in Article VLA,

32 1. The term “Non-Consent Well* shall mean & well In which less than afl parties have condacted an aperation ag

13 provided in Article V1.B.2.

34 J. The terma “Non-Drilling Perry” and “Non-Consenting Party” shall mean & party who elects not te participate in a

35 proposed operation. :

36 K. The term “Oil snd Gas” shall mean ofl, gas, casinghead gas, gas condensate, and/or all other liquid ot gaseous

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

38 apeclficatly stated.

39 L. The term "0l and Gas Interests” or “Interests” shall mean unieased fee and mineral interests in Ol and Gas in tracrs

40 of land lying within the Gontract Avea which are nwned by pecties to this agreement. ’

41 M. The terms "Oil and Gas Leage,” "Lease” and “Leasehold” shall mean the ofl snd gas leases or interests therein

47 covering tracta of land lying within the Contrect Ares which are owned by the parties to this agreement.

43 N.'The term "Plug Back” shall mean a single operation whereby & desper Zane i ahandoned in order to attempt a

44 Completion in a shallower Zone, ’

43 0. ‘lI'hc term "Recompletion” ot "Recompleta” shall mean ae operstion whereby a Completion in one Zone Is ahandoned

46 in order to scrempt a Completion In a different Zone within the existing wellbore.

47 P. The tetm "Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
.48 restore, or improve production in = Zone which i3 cutrently open to productlon in the wellbore. Such operations include, bu;
" 49 are not limited to, well stimulition operations but exclude noy routine repair or maintenatce work or drilling, Sidetzacking,

30  Deepening, Completing, Recompleting, or Plugging Back of & well,

;; dmng; ;Ii‘:eb:r:;-lm“.‘.:‘l::;rs-k“ shall mean the directional control acd intentional deviation of n well fmnf‘verticnl 0 as to

) catfon uniess done to straighten the hele or to drill around junk in the hole o overcome other

33 mechanical difficulties. *the original intended wellbore

b2 ] R. The term “"Zane™ shal{ mean a stratum of eacth contalning or thought to contaln 4 common sccumulation of Oil and

35 Ges separately producible from any other commeon acarmulation of Oil and Gas. ’

;g mm:;l;;‘l;aj :I:‘e";:;:[tex( o:hemlrlsc tl:ﬂ;l): ind::ates, words used In the uingulal: include the plural, the word "person” includas

i persens, the plutal includes the sina:::;tncn:t;:;r gender includes the masculine, feminine, and neuter.

37 EXHIBITS

G0 The following exhibles, s indicated below and attached heret i H

60 _ X __ A Bxhibic "A,” shall include the following information: P e iorporsed 1o and made g pat hercof

. 62 ~__ __ (1) Description of fands subject to thisagreengent, - 7o T IR -
- :3"" T 7‘52 'l;:"_f:fti(mi if any, as t?) depths, formations, or substances,

G i e ot ke v pren
66 (33 Ol and Gas Leases and, C;'Ts ’d" parties 10 this ngrecmgn.:,

o7 an /or Oil and Gas Interests subject to this agreement,

68 BrBrhibite B Pormrof-ese:

69 & __C Exhibit "C;" Accounting Procedure,

70 _ X ___ D. Bxhibie "D," nsurence,

71 __ X ___E Bxhibit "E," Gas Balancing Agreement. :

;i _X__ F.. Exhi?:l_t '"F."“NOn-Discrimimluiun and Cartification of Mon-Segregated Pacilicies.

74 _ X __H Other: _Memorandum of Operatine Azreement
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ibi G, isi h any provision contaired i
If any provision of aoy exlibit, except HExhibies "B, "B and "G, is inconsistent wit Y p

the hody of this agreement, the provisions in the body of this agreement shall peevail.
ARTICLE N1,
INTERESTS OF PARTIES B
A. Oil and Gas Enterests: \ "
i H he Contract Acen, that inte
[f any party owns an Oil and Gas Interest fn ¢ ' of this
agreament Al during the term hereof a8 i it were covered by the form of Oil and Gay Lf:ase attached hereto 8§ Exlui:;t B,
and the owner thereof shall be deemed 10 own buth ropalty interest tn such lease and the interest of the Jessee thereunder.

rest shall be trested for all purposes of this

&1 of Parties i Costs end Productien:
. Ilr;:weil:a an::,anged by othes provisions, alt ests ned fiabilities Tncurred .in operstivna under this sgreement shal.l be b:)lmle
ond paid, and wif equipment and mraterinle cquited ln operatluns on the Contract Area shall be o?mcd. hy|the m:;uea 45 u:lur
jenesests are get forth in Exhibit YA T thie soine manner, the porties shall #iso own all production f:f Ol andd Gasg From the
Conteact Area swhtject, howaver, (o the paymment of ropaities and athee burdens un productlon as describied .Emreaftcr.

Regardless of which pasty has conteibuted any Ol and Gay Lease or Oil and Gas luterest on which coyahty or other
hurdens snay be payshle snd except 08 otlicrwise expressly pravided in this agreement, eacl purty shalk pay uf deliver, vr
cause to be paid ot defivered, all burdens on s share of the production frorn the Conttact Aren up to, but not in excess of,

£3, gUZ annd sliabl fnsdemaify, defead and ikl 1l other |1nu"!es free (com any Hability therefor.
Bxcept as atherwize expressiy provided tn this dgreemant, if any party has contribured heteto nny Lease or Interese which is
hurdened with any royslty, overriding royaity, production payment ar other burden on production In excess of the mmounts
stiputsied ahove, such pariy o butdened sha!l assome nad alone bear all such excess obligations and shall indemnlly, defeud
aml Nald the other parties hereta harmiess {rom any and oll glaims atiributnble to such excess busden, IEuvacr, s» lang as
the Deidling Unit for the peoductive Zone(s) is identical with the Cuntract Area, aach party shall pay or dellver,‘ol couse {c
be pakl or deltvered, ol burdens an production from the Contract Area due under the teems of the OH and Gas lease(s)
which such party Has comribuied to this agreement, and shall iodemnify, defend and hold the other parties free from any
liabi!lty therefor.

Mo party shell ever be responstble, on o price basls higher thaw the price received by such patty, to any other pary's
fessor ur toyalty owner, amd if such other party’s fesavr ot ropalty owner shovld demand and receive setilement on a higher
price husls, the party contribating the affected Lense shalt bear the additiona! royslty burden attributable to such higher price.

Nothiny euntained In this Article HLD. shatl he deenied an ssslgnment or cruss-assignment of interests covered herchy,
and in the event two ur mote parties contrihure 1o this agreement jointly owned Leases, the pacties’ undivided interests in
s3ld Lensehulds aliatl be dzemed separate leaschold interests for the putposes of this 2geeemant.

C. Subsequesrtly Created Interests;

1F any party has comuibuted hereto a Lesse or Interest 1hat Is burdened with an sssignment of production givan as security
for the puytaent of money, or i, after the darg of this agrcament, any porry creates an overriding royalty, pradoctiun
pryment, net profits inerest, aasigrment of prodiction or atlcr hurden payable vut of production aterilueahle ta lta workiog
jnterest hereunder, such hurden shall be deaimed n "Subsequently Created nterest.”” Tucther, if any party has concributed
lierews @ Leaze or Interest hurdened witl on overriding ropalty, production pryment, net proflta interest, or uther burden
poyable et of production created prios e the date of this agreement, and such burden is not shown on Exhibii "A" such
burden also shalt be deemed a Subseyuently Created Ineerest tw the extent such hurden causes the burdens on such pary’s
Lense or [nterest to exceed the omonne stipubated in Article 311D above,

“Yhe party whose intctest is bovdenad with the Subsequently Created laerest (the “Durdened Party'”) sholl assmne nnd
_alone bear, pay and disclisege the Subsequently Crented lnterest and shall fudemunify, defend and hold harmless the other
parties froan and sgainst any liability herefor, Burther, If the Turdened Parey fails o pay, whea due, its sltare of expenses
cliargealle heresnder, sH provisions of Artlcle VILB, sholl be enforcesble against the Subsequently Created Iinterest in the
saime manpet as they ace enforceble agatose the woeking nterest of the Burdened Party, if the Burdened Party Is reyuired
undee this sgreement 1 assign or refinguish to any other party, or parties, all or 2 portion of Its working futerest and/or the
praduction atiributable thereto, seid otier party, or partes, shall receive said asgigntnent and/or production free and clesr of
said Subsequenttly Created Interest, and the Durdened Pacty shalk indemnify, defend nnd hofd harmiass said other party, or
pariies, from any and all claiena ant demands for payarent asseried by nwnees of tse Subsequently Creared nterest, '

AR'!"ICI.H 1v.
TITLES
A. Titde Examingtion: .

Tltle examinative shail be made satheLeliisiveolanppropossd-well prioe 1o commencement of drilling aperations s,

mnm:?twmwmw@d«mmunsmpﬂmwm title examinorion slall be made an the entire
ng Lluit, ot maximum enticlpated Drifling Unit, of the weil. The opinlon will lodude the ownecaldip of the working
fntecest, minerals, roynlty, overriding royalty and production peyiments under the epplicshle Leases, Dach party conttibuting
Leoses smvj/nr- Oil and Gias Tntetests ta be lichided in the Deillshie or Deilling Unde, if approptiate, shall fuenish to Operetor
alf abatructa (including fedeenl lfense staia repores), title opinfona, title papers sad curative materiad in jts possession (ree of
charge, All such information not by the possessinn of oe mnde availuble to Gperstoe by the parties, but necessery fur the
;xamimuinu of the :itlf, s!mll be ubtained by Operatar, Operator shall cause title to be examined by alrmmeys on fts staff or
i s, i o 0 s dl b s 2 i b . e b O

procuring abstraces ys 1ot iitle examiation (including preliminary, supplemental, shwt-ji royak
n.pin-lon.! soed division order tithe apinions) and other direct cliurges na provided in Sxhibit “"C" shall be ey . by thy Drilki :
'artics I the prapoction thae the interest of each Deliting Party beats 1o o 1 e Partid] i
firtereats appeor fn Exlvibit " A" Operator shall mak ; o ; i poual mevest of sl Drllling Pﬂl'llé, s suh
. iake no charge for services rendered by its staff attorneys or alheri iersannel

o the cggwémi_mg "SY e above fynctiops,
Mﬂiﬁu&hﬁéﬂw Uhlve TaRBEWER profing am ‘

\ : eudiments or agreciment H
connection whh Leases ot Oil and Gas Interests comribured by such party, Operator shall be rqspnnalf:le ;u:r:!:e‘ :F ovation

con : réthacation
1 ; reconding of pn'nﬂng designatlons or declarations ond communitization agreements a3 well as the Jm df ot (f.?l!anrings
ietore govermmental agencies for the securing of i i b t’ b
g of spacing ve poaling vrders or any other ord ('
bt ’ : vrders necessaby|offappio, riate w
ceonduct of aperations herender, Tliy shall not prevent any pacty from appearing on its own beinji( nic'!’aufﬁ'liurings

Coses i i
ﬂgmdcr;cn;'rf;l h:c it‘:pernmr, tuchuling fees paid to outslde auneneys, which are assoclered witlr hearings bgfh‘m’ g@ﬁéﬂ%ﬁlltat
o atul which oosty are necessnry and proper for the activities cortemplated wider this agr'é‘r‘nnﬂ I, % ‘Hil‘i)"&‘dli'r'ecl",

charges 'm tire joint sccount and shalf not be covered by the adiministrative overhead chrges as prwld@ﬂ m.'ﬁis lb "
Tty LIRS

; "2

:
i
!
t
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H formunce of the abov .
Operator shall make no charge for services rendered by its stefl attorneys or other persennel I the pe

funictions, ) ) » o et
" No weil shafl be drilled on the Contract Aren watil after (1) te 1itle to the Eyeillslie or Driffing Unit, if appropriate,

i itle has been accepted b
been examined 25 above proviled, and {2} the vitle fuis been approved by the examining auotiey or title o

afl of the Drilling Parties in such well,
1. Loss ar Fallure of Title:

ot through-failues ol titta shich resulte-in-
Fixhilie "A. the perty credited with contributing the aifecred Lenfse ‘or [ntcr. 5
{Hchidiag, i applicable, a successoe in interest (¢ such party) s!luil have n!nlaly (90 dsy;.fr‘um flrfailt'deier:;l;r:::o‘l}:(;Lh'l:i
failiree ta acquire a new lease of athet ingtument curing the entizety of the title faflure, which sequisition 1.=1i i (’_;u
to Article VIILL,, and [ailing to do so, this agreement, neveriheless, shall continue in force o4 to all remaining Oil/an

sy and . . )
teseer ::)d ‘Il':::(;::; crcldhed with contributing the Off and Gua Fease or lnterest nf'fcctcd by 1I1;et:rlell:t:|ure
ppplicable, a sticcrasor in jutersst to such party) shalf bear alone the e‘nelrc foas and it shulll rlolt :’nm e
Operator or #ie ather pacties any develnptment or operatitg costs which It may have 'prevmus ¥ paid or
sholl be ho addlivnal lishiiiy on its pert o the ather partles hereto by reasen of such title Iaffurc;

(by There shall be ne retrozotive adjustmen of expenses fncirred or revenes received feor ;
letse ar Interest whicls has failed, but the intereses of the pastics contained an Bxhilie "A" shafl tevised on 0 acreage
basts, as of the time it I3 deternined (inadly thae titde fofluee lins occured, so that the interest o the party whose Leusf o
Jivterest iz affeceed by the titde failure will cherzalter be vedueed in the Conteact Area by the smount f the [f’“e ar Interest failed;

(¢} If the proportionete interest of the otlier partics heteta in any producing well pro¥iously drifted 0o the Cluutrm
Area is increased by reason of the title failure, the party whet hote the costs incurced in congkction with such welf attributable
t the Tease or Intecest which has falled shall receive the proceedds attributable to the Ingpkase in such irrterest {less costs and
burdens attributable thereto) until it lias been reimbursed for wnrecovered costs pajd by it in connection with such well
atteibutable to sucle failed Lease or biuterest;

(d} Should any person not & panty te this agreement, who is determined fo be the awner of any Lesse or laterest
whicl: has (alfed, pay in any mannee any pare of the cost of operation, developrdnt, or equipment, such amount shall be paid
ta the party or parties wio bore the costs which are so refunded;

{e) Any Hahility 10 account to a person not a party tt this ngreemenyTar prior production of il and Gas which arises
iy reason of title fathure atinfl be horne severally by each pargy (incledjdg o predecessor to a current party) who received

reduction of Interest feom vt shown on

including, i
recover fruv
turred, but then

the npeeation of the

peoduction Tor which such accomntiog is required baged on the ameunt SF such praduction received, sod each such party stiall
severaily tdernnify, defersd and hold harmless all other purties heretgfur any anch liability to sccount;

{f} No charge shall be made to die joint sccomnt for tegal gfpenses, fees or saluries in connection with the defense of
the fease ur Interese claimed to have falled, but if the party contpfbuting such Lease ac luterest heteto elects o defemd its title
it shall benr all expenses o connectlon therewith; aud :

(g} I any party is given credit on Bxhibit "A” 10
linterest in the wellhare of noy welt or wetls and the pro
of the Cotnract Area shali be considered a Padluee of T)
Is reflected oo Oxhibie “A"

2. 1.oss by Nuu-Payinent or Erronepus PaymentAf Amouot Due: I, thrangh inistake o oversight, any vental, shue-in well
payment, efoinwun roysity or reyalty paysment, fr mler payitent feessary (o muintain st or a portion of an Oil and Gas
f.ease or Interest is pot paict or is erroneuusly glaid, and 29 a result a Lense ot linerest termilnates, there shall be no monetary
liubility against the party who failed 10 m
seatres o new Lease or loterest covering
praper payment, whicls acquisition will
shall be revised on ah acreage basis,

Lease ur Tnterest which is limited solcly te ownership of an
fction eherefrom, such pery's absence of interest in the remainder
w a5 to such remafning Contract Area unfess that absence of interest

@ sarne interest within alncty (90) days feom the discovery of the Failure 1o make
at be subject to Aricle VIIED, the frercsts of the pacties reflected on Bxbibit "A”
factive as of the date of ternination of the Lease or latetess involved, and the party
whe failed 10 make praper paymeny’will an longer be credited with no interest i the Contract Area on account of ownership
of the Lease or Toterest which hay"termninaied, I (he party who fafled 1o moke the required pay}ncm shafl not have been Fully
reiinbursed, at the time of theduss, from the proceeds of the sale of Ol and Gas atcributable 1o e dust Lease or Interest,
caleulaied an an weresge basjy, for the development and eperating costs previously peid on account of such Lease or Interest,
it stralf be refmburaed forAnrecovered sctual costy grreviously pakf by dr {(but ot for its ghaee of the cost of any dey bule
previously drilled or well{ previously abandoned) frum so much of the following as is necessary th effect celmbursemen:

{a) Proceeds of/QH) and Gna produced prior to termination of the Lesse or Intesest, less operating expenses aud fease

birrcdens chmrgeable Herennder 10 the person whe failed 1a make paypment, previously accrued 1o the credit of the lust Lesse or
Interast, on an acpéage basls, up to the mmoant of mirecovered costy;

cludding production feom any wells therealtes deifluly which, in the vbseoce of sucde Lease o tnterest termination,
ateributable to die lost Foase or [oterest on an sceenge basis and witich 25 o result of such Lease or fmerest

¢ tion 3 eredited to other parties, the proceeds of snid portion of the Q) and Gas 1o be conteianed by the otlser partles
in praportion to thele respective interests reflected on Exbibic "A"; and, Ao

{c) Aay monica, up to the amaune of unrecovered costa, that aey be pald by uny pacry %lic 3s, or- hecérl_f-és“-the ownet
(TS R 1 TosEfarthe nelvilese sfattidniiie i th e Conttact Araoor bacomi e
' for-the pelvilege of} a-dn-t IO -pack-to-this e

3-Bther Losses; AlE fosses of Lenses or lmerest.!ranmillﬂcd w this agresment, en!»e'n—jmn:bﬂmv—!wma i
B S N TR AL Y S i ‘
oo e bw.-, shall he jolnt losses and shall be borne by alf pactles in propoction to thelr interests !town o
shilsie "A. This sbail include but ooc be limited to the toas of any [ease or Interest through failure to devalo "becans
express ur implled covensnts have not been performed {other tien perfurmence which requites only the paym I: oo,
and .tlle loas of any Lease by expleation at the end of lis primary teem Il it is not renewed or extyendcdp e o
readjistment of interests in the remaiuing portion of the Contract Aren on sccount of any joiat Inas .
h-Guslag- Titler lothe-svent-ola. Fajlute. of Titlesndar Articla V.01 or 3 lacs of. ciele unrl-n‘lr{ir!ﬁ:"’i&\gj
Lease or Huerest acquired by say pacty hereto {other than the party whase interest hay o
(90) dey pesied provided by Article 1V.B.1, and Article |
or way last shaff he offer

,innney),
Thdre. it be ao

Gelng e pinety

ering all or a poction of the intepesi: il g; ‘iﬂzilcd
Parly whode interest has failed or was lost, st the pmvinnj‘Egi“ilgt‘iétl!:%l;llB."

atl ik ins wa 1o

ooty

v bor [

-3

¢ such puyment. Unless the patty who failed 1o mske the required papment
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ARTICLE VY.

OPERATOR
A Dms%#'-%fﬁ&%%?égg :tlei[?é (-mewh shall ‘lbe the Operator of the Contract Ateu, and shall conduct
i itted and required by, and within the limits of

and ditect and have full control of all aperations on the Contzact Area as permitte req f p o
this agreement, In its performance of services hereunder for the Non-Qperatars, Operatar .:lhall b; af t;!detp;n eir: :ir;rdamce
not subjeet to the control or direction of the Non-Opetators except a5 to the type of operation to be ‘:“ ertd e: b
with the election pracedures contained in this agreement. Operator sha!l not be deemed;-ur hold leself out a5, the agent o e
Non.Qperators wich asthority 0 bind themn to any ohligation ot Hability assumed ot incurred h)'r Cperator as to s::xy ‘[fL
party. Operator shalf conduce its activities under this agreement as 2 rcasunablel prudenc' operaml:, i e gload and. wotkmanli :
mannet, with due diligence and dispatch, in accordance with good oilfield practice, snd in cnmp]mnc? with E!‘)plllc‘!ﬂ'ﬂe .law and
regulation, but in no event shall it have aay lisbility as Operatar o the other parries for fosses sustained or lizbilities incacre
except such es may resalt from gross negligence or willfal misconduct.

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

1. Resignation or Removal of Qperator; Operator may resign at any time by giving written notice thchof to Non-Operatars.
If Operator terminates its {egal existence, tto longer owns an interest bereunder in the Cﬂnt:act Area, or is no longer ca!:nble of
serving as Operator, Operasor shall be deemed to have resigned without sy action by Noa.Operators, exlcept the fe[f:c::?n of a
successor, Operator may be removed only for gond cause by the offirmative vote of Nan-Operators owning a majoricy tnrerest
hased an ownership as shown on Exhibit "A” temaining after excluding the voting interest of QOperator; such vote shall nor be
deemed effective until a writtén noeice has been delivered to the Operator by a Non-Operator detaiting the atlaged defanlt and
Opetator has Failed to cure the default within thicty (30) days from its receipt of the notice or, if the:,defauil: cancerms an
opesation then being conducted, within forty-eight (48} hours of its eeceipe of che natice. For purpases heredf, ‘good cause” shall
mean not only gross negligence or willful misconduct but also the maserial breach of or ioabifity to meet the standards of
aperation conuained in Acticle V.A. or materiat failuse or inability to perform its cbligations under this agreement.

' Subject to Article VILD.1., such resignation oc removal shall oot become effective until 7:00 o'clock AM. on the first
day of the calendar month following the expiration of ninety (90} days after the giving of notice of resignation by Operator
or action by the Non-Operatars to remove Operatar, unless a successor Operacor has been setected and nssumes the duties of
Operator at an eaclier date. Opetator, after ffective date of tesigaation ot removal, shall be bound by the tetms hgreof as
Non-Operator. A change of a corporate natite of Steuctute of Operator or transfer of Operator's intecest to any single
subsidiary, parent or successor corporation shall not be the basia for removal of Operator.

2. Selection of Successor Operator: Upon the resignation o remaval of Operator under any provision of this zgreement, a
sttceessor Operator shall be selected by the patcies. The successor Operdtor shall be selected from the parties owning sn
interest in the Contrace Ares at the time such successor Operator is selected. The successor Operator shall be selected by the
affirmative vote of two (2) or mote parties owning o majority interest bosed on awnership as shown on Bxhibit "A™
provided, however, If an Opetator which hos been removed or is deemad to have rasigned fails to vote or votes ooly to
succeed itself, the suecessor Operator shail be selected by the afficmative vote of the party or parties owning a majority
interest hased on ownership as shown an Exhibit "A™ temaining after excluding the voting interest of the Operatar that was
removed st-rerigned. The farmer Operntor shail promptly defiver to the successor Dpevator all records and data relating to
the apetations conducted by the former Operatar to the extent such records and data are not already in the possession of the

successor operator. Any cost of obtaining ot copying the former Opetator's tecords and data shall be charged the joint
nccount.

3, Eifsct of Bankruptey: If Operatar becames insolvent, bankeupt or is placed in receivership, it shall be decmed to have
resigned without any action by Mon-Operatoes, except the selection of a successor, If a petition for relief under the federal
bankruptey laws is filed by or egainst Operacor, and the remaval of Operator is prevented by the federal banksuptcy court, ail
Non-Operators and Oparator shall comprise an interim opetating committee to secve ontil Operator has elected to reject or
assume this ngreement pursuant to the Bankmprcy Code, and an election to reject this agreement by Operztor ag a debtor in

. possession, or by a trustee in bankrupecy, shall be deemed a resignntion as Operator without any action by Non-Operators,

except the selection of a successoe. During the period of time the operating committee rontrols operations, all sctions shall
tequite the approval of two (2) of more parties owning & majoeity intersst based on awnetship as shown on Exhibic "A." In
-the event there are only two (2) parties to this agreement, during the period of time the operating committes controls
opetations, a third party ascceptable to Operator, Non-Operator and the federal bankruptcy courr shall be selected as a
member of the operating committes, and afl actions shall f'equire the zpproval of two (2} members of the operating
committee withouar regard for their Intereat in the Contract Arza based on Exhibic “A.”

C, Employees and Contractors: ’

The number of employees ar contractors used by Operator {n conducting operations hereunder, their selection, and the
howrs of labor and the compensation for seevices performed shall be determined by Operator, and all such employees or
contractors shall be the employees ot contractors of Operator.

D. Rights and Duties of Operator:

1. Competitive Rates and Use of Affiliates: All wells drilled on the Contract Area shall be drilled on a cotnpetitive
coneract basis at the usual rates prevailing io the area. If it so desites, Opecztor may employ ita own tools and equipment in
the drilling of wells, but its charges therefor shall not exceed the prevailing rates in the ared and the rate of such:charges
shall be agreed upan by the parties in writing before drilling operations ars commenced, and such work shail he ’pcrf‘iﬁmed by
Opeator under-the szme term and condifions as-are-custarnary dnd eual i the aeea in contracts of independent cantractors
who are doing work of ¢ similar nature. All wark performed or materials supplied by affiliates or refared pectiss of Opstator

ahall be perfoemed or supplied ac competitive tates, pursvant 10 written agresmeat, and in accordance with cujtoms and
standards prevaiting in the indugery, B

2 .Dischnrge of foint Account Obligations: Excepr a3 hereln otherwise specifically provided, Operator shall pm’:ﬁpdy pay
and dischatge expenses incureed in the development and operation of the Contract Ares pursuant to this agreemcni‘. ait shall

charge each of the parties hereto with thelr respective proportionate shares upon the expense basls provided in Exhibic "C"

Operator shall keep 2 accurate record of the joint account hereunder, showing expenses incutrad and‘tcharges and ¢redits
made and received, X E

3. Protaction fro

m Liens; Operator shall pay, or cause to be puid, as and when they become due and payablé,. ail‘dttounts

of contractors and suppliecs and wages and salaries for services endered or performed, tnd for matecials silpplied on, t o in
0 . .y P - C T
espect of the Contesce Ares or any operations for the joint nccount thereof, snd shall keep the Contract. Area.free from °

.4
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fiens and encumbracices tesulting therefram except for those resultdng from e hone fide dispute as to services rendered or
materials supplied.

4, Custody of Funds: Operater shall hold far the account of the Non-Opetators any fundy of the Non-Operatoes zdvanced
or pald to the Operator, either for the conduct of operationy hereunder or as 3 result of the sale nf production from tla'c
Conteact Aces, and such fands shall remain the funds of the Non-Operatots on whose account they are edvanced ar paid umil
used for their intended purpose or otherwise delivered ta the Non-Operators ar applicd toward the payment of debts as
provided in Article VILB. Nothiing in this paragraph shall be construed ta esrablish a liduciary refationship berwesn Operatar
and Non-Cpetatars for any purpose other than ta aceount for Non-Operator funds as heteln specifically provided. Nnthing in
¢his paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators unless the
parties otherwise specifically agree.

5. Access ta Contract Area and Records: Operator shall, except as otherwise provided hereln, permit each Non-Operator
or ita duly authorized representative, at the Non-Opearator's sole cish and cost, full and frer sccess at 2ll reasonable times o
all operations of every kind and character being canducted for the jolnt account on the Contract Arez and to the records of
opetations conducted therenn or production therefrom, including Operator's books and records relfating theeeto, Such access
rights shall not be exercised in & manner intetfering with Operator's conduct of an ppecation hereander and shalt not obligate
Operatat to fornish 20y geologic or geophysical data of an interpeetive natere unless the cost of preparation of such
interpretive datz was chacged to the joint acconnt. Operator will furnish to sach Nen-Operdtor upon request copies of aay
and alf reports and informatlon obteined by Operatar in connection with production and related items, including, without
limitation, meter and chart reports, production purchaser statements, run tickety and monthly gzauge reports, but excluding
purchase contracts and pricing information to the extent oot applicshle to the production of the Non-Operator seeking the
information. Aoy andit of Operatat's records relating to amounts expended and the appropriateness of sueh expenditures
shall be conducted in accordance with the sudit pretacol specified in Exhibic "C."

6. Filing and Pernlshing Governmental Reports: Operator will fils, aad upon weltten requast promptly furnish copies to
each requesting Noo-Operator not in default of its paymenar obligations, all operational notices, teports or applications
tequired to be filed by facal, State, Pederal ov Indian agencies or authotities having jurisdiction aver operations hereutider,
Each Non-Operator shall provide to Opetator on # timely basis all informatian necessaty to Operator to make such filings.

7. Drilling and Testing Operations; The following provisions shall apply to ezch well drilied hereunder, including but not
Hmited to the Tnitial Well:

(a) Operator wiit promptly advise Nop-Operatoes of the datz on which the well Is spudded, or the date en which
drilling operstians are commenced.

(b) Operator will send to Noa-Operators such reparts, test results and notices tegarding the progress of aperations on the well
23 the Non-Opecators shali teasonably request, including, but not limited to, daily dritling reparts, completion reports, and well logs.

(¢} Opeator shall adequately test all Zones encountesed which may teasonably be expected to be capable of producing

Oil and Gay in paying quantities as a result of examination of the elsctric log or any other logs or cotes or tests conducted
hereunder, .

8. Coat Estimates, Upon request of any Consenting Prery, Operatat shall furnish estimates of current and comulative costs
incurred for the joint dccount at rensonable intervals during the conduct of any operation pursuant to this agreement.
Operator shall not be held lable for errots in such estimates o lang 28 the estimates are made It good faith, :

7. Insueagcs; At el times while operations are condacted hereunder, Operator shall comply with the workers
.cnmpensatiun faw of the state where the operations ate being conducted; provided, however, that Operator may be a self-
insurer for Hability under said compensation laws in which event the only charge that shall ba made 1a the joint account shall
be as provided in Exhibit "C." Operator shall also arty or provide insurance for the benefie of the joint account of the parties
a5 outlined in Exhibie "D attached hereto and made a prart hereof, Operator shall
or for the Contract Area ta comply with the workets compensation law of the stat
end to minintein such other insirance as Operator may cequire,

Tn the event automobile lisbitty insutance iy specified in anid Bxhible "D,"
pattles, no ditéce charge shall be
tquipment,

require all contractoes engaged in work oa
= whete the aperations are being conducted

or subsequently recelves the approval of the
made by Gperator for premiums psid for such fnsurence for Qperator’s automative

ARTICLE Vi,

DRILLING ANP DE
A. Initial Well; VELOPMENT

Onnphal, ih
2243 o f.

10.
T7

Geerrtorshsll 1 TTITEY PN B T
e FasiaTe et e ot o -ty

Well ar the following lecatlon:

g of the ln-ltl'nl Well and the pacticipation thereln by afl parties is abligatory,

hTd

¥ I i
subject to Artide VIC1, #s to pattidy

ry i L 3.
to-terminstion-efaperatony-and-A

B. Subsequent Operacions;
L. Proposed Qpesations; I 86y party hereto should desive to deill any well on the Conl

3 3
if any party should desire to REWU["(, Sidetrack Deepen, Rcmmplete or ¥ ug Back a dIY hole or a well nr) fgef ci Able of
hhder‘

Producing In paying quentities in which such po:
pacty hes nat otherwlse relingnished ity } ed objlol] i
" in n i it3 intarest in the
t ;{:grcfcrr;cnt. the party desiting to drill, Rework, Sidatrack, Deepen, Becomplete or Plug Back i::h : 'U.iui'?ls‘i Ey“
no [1 i Wi ;
oF the proposed operation ta the parties who have not otherwise relinquished thelr fnterese iL' .ﬁrl;f}i:b k)
Rty

tract Area other !ha‘-a'.éhe}
' the Initil i
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under this agreement and 10 all other parties in the case of u propasal for Sidetracking or Deepaning, specifying the work to b
performed, the {ucation, praposed depth, objective Zoos snd the estimated cost of the eperation. ‘The parties to whom such
potice is delivered shalt have thiny (30} daya aiter recelp) of the nutice within which to notify the party proposing 1a dv the wort
whether they elect to participate in the cost of the proposed uperatit.w. If a deflting rig i4 on location, notice of & proposal
Rewotk, Sidetrack, Recomplete, Plug Back or Deepen may be glven by telaphane and the response petiod shall be fimited to forty
eighs (48) hours, exclusive of Saturduy, Sunday and legal liolidays, Failure of a party tw whoin such notice is delivered 10 re.pl:
within the period above flxed shall constinete an election by diat patty not o pacticipate in the cost of the proposed operation
Any proposat by a party to conduct an aperation conflicting with the operation fnitially proposed shall be delivered to all partie:
within the time end in the manver pravided in Anticls VLB

1f all parties o whom such notice is delivered elect to participate In such & proposed operation, the parties shatl be
contragtually committed to participate therein provided such eperations are commenced within the time petiod héreafter s
forth, and Operstae shall, s later than ninecy {90} days after expiration of the notice peeiod of thirty (30) days (or as
proinptiy as practicable after the expication of the foreg-eight (48) houe period when a drilling rlg is on lpeation, as the case
may be), scrually commence the proposed aperatien and thereafter complete it with due diligence at the risk znd expense of
the parties participsting theteits; provided, however, said eommentericnt date may be extended upon written notice of same
by Cperator to the other paties, for a petiod of up to thitty (30) additional days if, in the sole epinion of Operator, sucle
stditional time Is reasonahly necessery to obtain peemits from governmental authorities, surface rights (Including rights-of-
way) or apptopriote drilling equipment, ot to complete title examination or crrative matier required for title approval or
acceptance, If the actual operztion has not been commenced within the time provided (including zny exeension thereol as
specifically permitted hecein or in the furce majenre provisions of Article X1} and if any parey herewo still desices ro conduet
snid operation, weilten nutice proposing snme must be resuhmiteed v the ather parties in accordence hetewith as If no prior
propusal had been made. Those parties that did noc participate fo the drilting of well for which & proposal to Deepen ar
Sidetrack ls made hereunder shall, if such parties deslee to pacticipate in the proposed Dreepening or Stdetracking aperation,
reimburse the DrHling Pactles in accordance with Article VIBA in the event of 3 Leepening operation and In accordance
with Article VLB.5. in the event of a Sideteacking operation.

2. Operations by Less ‘Fhon All Pactics:

(#} Determinstion of Pacticipation, If any party to whom such notice s delivered as provided in Article VIB.L or
VLC.1. (Option Ne. 2} elects ot to pacticipate in the propased operation, then, In otder to be entitled to the bencfits of this
Acticle, the parly or parties giving the novice dnd such ather partles as shall elect to participate in the operation shail, no
later thian ninety (9) days after the expiration of the notice period of thirty (30) days (or as pramptly as practicable after the
expiration of the forey-eight {48) heur period when a driiling rig is on location, as the case may be) actually commence the
proposed aperation snd complese it with due diligence. Oparator shall parform all watk for the sccount of the Consenting
Partles; provided, hawever, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Parties shall eicher: (1) request Operator tw pecform the work tequired by such proposed opetation for the
account of the Cansenting Facties, or (ii) designate ane af e Consenting Parties as Operatot to perform such H‘fifk The
rights and duties granted to aid imposed vpon the Operator under this agreement are granted to and imposed upon the party
designated a3 Operator for an operatlon In which the originel Opetator Is a Non-Conaenting Pacty. Consenting Parcles, when
conducting operations on the Contract Area pursuant o this Article VI.B.2., shall camply with ali terms and conditions of this
agreement.
applic::;lrl.-u:m ‘:i‘:: “"ri:;“':': ;PP:“:E unrs; ;;rupfmd npt:ra!iun, th.e propoaing parry, ?Eﬂmctlfatclyl after the cxpimltiun ol the
o mendatian “l":o w‘hg‘thif ‘: vg:nn | urr:a lﬂf |h|e |:,-o"[ mterest of the patties approving such opcranmf and its
within focty-eight (48) hours {; xei { “'; S'.lg ;" e;s :" e v:th' e °P¢"“0ﬂ‘ﬂ5 praposed. Ead.‘ Couseating Pasty,
ropasing party of its dusive (: (ci)us”\::ko att'u‘r n):, unclay ;nd leg'al ¢ olidaps) alter delivery of s‘uci! l.:l.nlltc, :dmll advise the
propartionate part {determined by dividin p:‘:c:lp::m'“ it:‘ - lpml:y sc:“m“ y HT R e o
the Contract Area) of Nan-Consentin P:rllea' lzlc: ,ts eren: 10 the Loniacs AI,H ¥ the interests ?f el 0’"“"."“5 .P‘“““ n
Non-Consenting Parties’ Inverests mgcthcr with IIs » oc (i) carty ita proportionate paxt (determined a3 provided in (i)} of
faterests that any Cunse:ming Pal’!)‘ Eﬁd not ill tle mg]: P;;"“H'! of its pr:!p(‘lrtfuna(c part of a.nv NOl‘l-FDns:nring Parties’
Consenting Party shall be deemed to be ¢ elc; bo ; e NO“-Cnn.s:m!ng Parties (hat is not cardied by o
coposal. Failure to advise the pro mne :::-e ‘IY' t u}:1 party praposing the operation if such party does not withdraw its
drilling tig is on location, naotice :ﬁ I:g P. ¥ v::t iin the time requiredlsimil be d'eem:d an election under (i) . In the event a
cocal of faety-e 4 y be given by teiephone, and the time permitted for such a response shall nov exceed a

" y-eight (€8) hours (exclusive of Satucday, Sunday sod fegel holidays). The proposi i i
withdraw such proposal i ihere i X N ) posing party, at ity election, may
prop thece is less than 1009 parcivipation and shnil notify all pactics of such decision withi 10
days, or within twenty-four (24) hours if a drilfing rig is on location, faflowt teath o ten (J)
I1 100% subsceiption to the proposed aperation is abtalned, th osi owing cxpitation of the EPPHCHMC response period.
of their proportionate fnterexts [h the opeeati ! :‘ ned, the prr:lposmg party shafl promptly notify the Conzenting Parties
period provided § N petation ani the party scrving 43 Opecatar shall commence such operedon within the

(:} Rl i Artice VI.B.1., subject ta die same extenalon right as provided thereln,
borne. by ‘;emg:::::s:; 0;::;5;::,: f::eNun-Par(llclpatinn. The enotire cost and sk of conducting such operations shafl be

. . proportions they have elected to hedr seme under the terms of rthe precedin
f::il:’;t\z;::ns’emmg :;ardnes shali keep the feasehold estates Invoived ln such opecatioos {ree and clear of all i‘ens nnﬁ
of every kind crested by ot arising from the operations of the Consenting Pacties. If mucl .
In o dry hole, then subject to Asticles V1.B.G. and VLIL3,, the Consenting. P s s e B OP“E“'JE results
the surface location-— e i (e Longent qg._.u_r_t!e_a ?l.lﬂl[ .p!ug I,Fui !bfndnn the —WE!E“JL. testoie
it t__h:eor;_ri?ltih:kge:pl:;.cmt. rsis: nnc:( cxpense; pravided, however, that those Non-Consenting Paﬁljcs that
shares of the cost of P‘ﬂeai’ﬂs ll:’:ﬂ:ﬂgm::ni; et:c '"ﬁ of the weit shall remain Hablo for, und shall pay, thelr proparsionace
increased by the subsequent operations of flle :fr:\ese::t';::grcl:::;;g tlif“! :“rr“"llruj"'lltng i';:"'":“'? e coug were
Recompleted o Plugged Back und e . . IF any well drilled, Rewarked, Sidetracked, {ledpened,
paying quantities ('lgescunscming :’::::, [:rl:;:alg:;:lfc::nzngr:icle' re:uits in 8 well capable of producing QI andtb'(;as in
well shall then be turned aver to O i Squp the well to produce at their sole cost und risk; and the
exnpense s ver to Operatar (if the Operator did men conduct the opetation) and shalf b it
. W for the account of the Consenting Parties, Upon comm alt he operated by it at the
Sidetracklng, Recompleting, Mecpenin PO encement of aperations for the Jriiil;‘s, Reworking,
provisians of thi N pening or Flugging Back of any such well by Conscatlng Parti 3

slans of this Acticle, cach Non-Consenting Party shall be decmed o h rscating Parties {n n.tcordandé with the
Consen:fng Pzrtfes shafl own and be antitled to receive, in Prnl‘*ﬂr(io‘; ‘:Vedfﬂ‘llnqu,ghcd © (‘-Oﬂ!-cnttqg_"t’_ﬂr}‘.iea';ﬁiﬁhd the
Consenting Pacty's interest in the well and share of praduection therefram ot,!:: J:’:P;i’:"if":“n’:!'“r e S on- !

#* telephone, telex

r tele

**proposed Operatic,m- Prngjgs Ogozny other form of facsimile
operation the ﬂl‘i%ina » ever, that upon complation of such

subsequent operak Uns'} Operator shall resume its responsibil

E“QF‘PEH"B. S}K!errackinsl g

ro
ities fog . gsed

B
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fieepening, Recompleting or Plugging Back, or » Completlon frurspant 1o Articlle vi.L.l. Optlon Nl:). Z,l’il ufi.:]u:h N;u;
Consentlng Party's intereat ln the prodwction obtained from the nperation in which the NU"“CUI'S'!"‘]'"% ﬂdf!}' ! H:l ; t’n
ta participate. Such relinquishment shalf be effcctive umil the proceeds of the sa!e of sudch lshnre. calculate a; e wel,
inacket vahte thereaf if such share is not sold (alter deducting applicable ud valorem, production, severance, ane] cmsed laxies
ryalty, nverriding royakty and oiher Interests not excepted by Article 11LC. papable ove of et measulred. by the productive
[rorm such weH zccruing with respect to such interest untll it reverts), shall equat the total of the l'nilowlmg. .

(iy 104 & of each such Nan-Copsenting arty's share of the cost of any newly acqulred‘surfn::. equipmen
beyond the wellhead connections (including but not limited to stock tanks, sepaul(.)rs, treaters, purmping nq'u:pmc.r;l :-m
piping), plus 100% of each such Nan-Conssnting Party's shate of the Cﬂ?l Df‘ upcraltlon aof the well cummcn'clng with |lrs
production and continuing until each such Non-Conseniting Party’s relinguisbied interest shall tevert to 1t unfier athe
provisions of this Article, it being agreed that each No-Consenting Party's share of such costs and equetpment will be ll-m
interest which would have been chargeable to auch Non-Censenting Patty had it participated in the well from the beginning
of the operations; and . . ' .

{iy 360 9 of () that portion of the coats and expenses of drlﬁ!ug.. Rewurklng,'Sldelracklng, ll)ecpenmg
Plugging Dack, testing, Completing, and Recompleting, after deducting any cash contributions received ender Anticle Vl]Il.C.
and of (b} that partion af the cost of newly acquired equipment in the well (o and nchuling the wellhead connsctions)
which would have been chargeable to such MNan-Consenting Party if it had participated thergin,

Mutwithsiznding anything to the contrary in chis Arnicle VLB, if 1he well dues ndt rerch the deepest abjective Zone
described i the natlce propasing the well for resgons uther (han the encountering of granhe or practically impencirable
substance or other condition in il hole cendeing further aperations hinproctieable, Operator shall give notice-theeeof to cach
Non-Conaenting Party who aubmitted or voted for an slternative proposal wnder Articls VLB.G 10 deill the well o 2
ahallowar Zone than the deepest oljective Zone praposed in the notice under whicle the wetl was delitad, and each such Non-

Consenting Party shall have the option 1o participate i the initis] propased Completion of the well by puylng hs share of the
cost of drilling the welt to its actwal depth, caliulated in the mssner provided in Article V1.B.4, (), If any such Non-
Consenting Party does niot elect to participate tn the fiest Comgptletion proposed for such well, the retinquishment provisions
of this Acticle VELB.2, (b) shall apply ta such party's interest. .

{c) M&Mﬂmw An election not to prrticipate in the dritling, Sidetracking ar
Deepening of a well shall be deemed an electivn not to pitticipate in any Reworking or Plugging Back aperation propased in
such a well, or purtion thereof, to which the initlal non-consent election applied that is conducted at any time prior to full
tecovery by the Consenting Parties of the Non-Consenting Party's recoupment amount, Similarly, an election not
patticipate in the Completing ve Recompleting of a well shall be deemed an election mot to participate in sy Reworking
operation proposed In such a well, ar portlon dieseal, o which the Indtial non-consent election epplied that is conducied at
any time prior to full recovery by the Canseoting Parties of the Nou-Censenting Party's tecoupment amount. Anp such
Rewncking, Recompleting ot Plugging Back operation canducted duting the recoupnent period shail be deemed patt of the
cost of opetation of said well and there shall be added to the ums to be recouped by the Consenting Pucties —00 % of
that portion of the costs of the Reworking, Recompleting or Flugging Back aperation which would have been chargeshle to
such Non-Consenting Parcy had it pacticipated thereiv, il such & Reworking, Recomnpleting or Plugging Dack operation is

proposed during such recoupment perind, the provisions of tis Article VLB, shall be applicabie as between safd Congenting
Parties fo said well.

() Recoupment Matters, During the period of time Consentlng Pactics are eatitled to receive Non-Consentiteg Pacty's
shace of production, or the proceeds therefrom, Congenting Partles shall be responsible for the payment of alt ad valorem,
production, severance, excise, gathering and other texes, and all royalty, overriding royelty and othee bucdens apphicable to
Non-Conseniting Party’s share of production not excepted by Artlcle (ILC

o the casc of any Rewucking, Sidetracking, Phgping Back, Recompleting or Deepening operatinn, the Consenting
Parties shall be permitted to use, free of comn, alb casing, thing sid ather cquipment in the well, but thie ownership nf ol
such equipment shal? remaln wachanped; and upon abandonment of ¢ wel after such Reworking, Sidetracking, Plugging Buck,
Recompleting or Decpening, the Consenting Pasties shall account for all such equipmeat 1o the owners (herenol, with esch
party receiving its proportionate part in kind or in value, less cost of salvage.

Within nivety (90) days sfter the completion of any operation under this Article, the party conducting the uperations
far the Consenting Parties sla¥f furnish ench Non-Cunsenting Party with se inventory of the eguipment i1 and connected w
the well, snd an itewnlzed statement of the cnat of drilfing, Sideteacking, eepening, Plugging Dack, testing, Cornpleting,
Recompleting, and equipping the welt for production; or, ut {ts option, the aperating party, in liew of an itemized statement

- af auch costs of pperation, may submit o detailed stacement of monthly biffings. Bach month thetealter, durdng the time the

Consenting Parties are being relinbursed a3 provided above, the pacty comdueting the operations for the Consenting Partics
shall fuerish the Non-Consenting Partles with sn lemized stotement of gl costs and lisbilitles incurred in the operation of
the well, tngether with 2 statemeant of tire quantity of Qif and Gas produced from v and the amoune of proceeda realized feam
the sale of the well's working interest production during the preceding month. In determining the quaniity of Oil and Gas
produced during sny month, Consenting Partles shall use indusery accepted methods such s but not fimited 10 metering or
periodic well tests, Any minount reatized from the sale or other dlsposition of equipment newly zequiced lo connection witlt
any such optration which would have beert ownad by & Noa-Consenting Party had #t porticipated therein shall be credited

against the tom! unreturned costs of the work donc and of the e i it
quiprient purchased in deterinining when the interedt, of such
Non-Consenting Pacty shall revert to it us nbo 1 #F K

ve provided; end df there s o-credi  pitd tp 8 :
Consentlog Patty. ~Se® Pags-7a - - = provided; snd If there is u-credit hatance, it shaft e pefdto"silphy Non-

T nssd when the Consenting Pacties rocover From o Non-Consenting Party’ i : covi
for abave, the reMiquished Intecests of such Non-Consenting Party s!mNiull:1|nl:l:i::::;“:‘e':::dtt:“l‘!mu-:s:ﬂtIjic-[)':;:"::lmi’ l}:}"’"“""
foltowing the d.ay on which such recoupment aconrs, and, from and after such teversion, such Nuﬂ-Cm!.sentiln b r "-‘5" “l!;
own the same interest in such well, the matetizl and equipment in ot pertaining there(c;. and the production ?ha'll‘iunlls
such N'un{nmendng Party would have been entlded o liad it partlcipoted in the dritting, Stdetrackifig; ‘ bt
Dreepening, Recnmple.tlng or Plugging Back of said well, Thereafter, suech Non-Consenting Parry'ahaﬂ b¢§-h ?'rc' 'i*:':it! angli
shall pay Its proportionate part of the further costs of the operation of seid well in accordance witl "{r ’rl‘SI ) ;l .
agreement and Bxhibit "C" sttached hereta, " c i e-%"s'"‘i[ e
bu:. f::tj—eigd(:f:t;:'?hen e welt which has been deilled or Deepened has reached fts authorized dept ‘f o have
veen comt e results cthereof fucnished t tite partles, oc wlien operations on the well| hdbi Bad Gtilérs e '
erminated pursuant to Artdele VEF, stand-by costs incutred pending response 1o a party’s notice pig, f ﬁqwgrk[ng
! g,

it
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|
f Notwithgtanding any proviailen to the contrary herein, a Won-Consenting 1
2 Party, upom notice in writing to Operator, and/or any party carrying |
3 all or part of the non-congenting interest, shall have the right at

4 all times and from time to time within two (2) years of the date it

3 recelves notice that payout has occurred, to audit Operator's and/or

6 carvying party's accounts and records relating to or connected with |
7 its operations on the Contract Area or on land pooled therewith, re-

8 gardless of when such operations were conducted.
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Sidetracking, Deepening, Recompleting, Plugging Back or Completing operation in such a well (;nc:xd’:g-[:?: peru;ll:;er:q;::ld
under Article VLI.G, to resolve competing proposals) shall e charged .nnd bnrnc.aSlPﬂﬁ{‘?I‘ < difiling of e”f;mﬂig
aperation just completed. Stamd-by costs subsequent to all parties respanding, of explratlon.u the l:eSPUUSE l"t“:‘ 'Zhe lerm;
whichever first oceurs, and prior to agreement a3 to the parcicipating intereses of 2l Consenting Partses pursuan els Frms
of the second graminatical paragenph of Article VB2, (a), shail be charged .“., und borne as pact of the pmlpu;ecb up;rauur:j.
but if the proposal is subsequently withdrawn because of insufficlent participation, such smnd-bs.' lcofts“s hall e ahucmei
tietween the Cansenting Pactics in the proportion each Consenting Party's interest as shown on Exhibit "A” bears to the tota
interest as shawn on Bxhibit "A” of all Consenting Parties, . . .

In the event that rotlce for a Sidetracking eperation is given while the drilfing rig to be uthized is on lucstmn. an.yipnr.ty
nay tequest and receive up ta five (3) ndditinaal days after expleation of the forty-elght hot‘lr response !JL'I'I(J!! specified in
Article VLRL. within which o tespund by paping for all stand-by costs and nther costs incurred duru:l% such exlenc.ied
response perind; Operator may require such party to pay the estimated stand-by time in advance as.s condition to extending
the response period. If mare than one party elects to take such ndditional time to respond ta the noucle, standby cns.ts slyakl b.c
allocated between the parties-taking additional time ta respond oo a day-to-day hasis In the proportion each electing party’s
interest 23 shown on Exhibit "A" bears to the total interest as shown on Exhibiv "A” of al the electing parties,

4. Deepening: If less than 2l the parties efect to participate in a deilling, Sidetracking, or Deepening operation prnpafed
pursuant to Article VLB, the interest relinquished by the Non-Consenting Parties to the Consenting Parties under Asticle
VD2, shall refate anly and be limited to the lesser nf (i) the tocal depth actunlly drilled er (1i) the objective depth or Zone
of which the pacties were given notice under Article VLB, L. (“Toitizl Objective"), Such weil shell not be Dcchned heyulnrll the
Initlal Objective without ficse complylag with this Arricle to afford the Non-Consenting Parties the oppgrtun:ty to participate
o the Deepening operation. . o

In the event any Consenting Party desires to drill or Deepen 3 Non-Consent Well to a depth helow the Initial Objective,
such party shall give notice thereof, complying with the requirements of Artice VLB.1., 1o all parries tinc]udingl Nat-
Consenting Partie). Therevpan, Articles VLILL, and 2, shall apply and all perties recetving such watice shall have the rlght. to
participate or ot participete in the Deepeaing of such well pursuant to said Articles VLD, amd 2. i o Deepening operation
is approved pursuant 1o anch provisions, and if any Mon-Consenting Party elects to pacticipate in the Deepening operatlon,
such Nun-Consenting party shteft pay ar make reimbursement (a3 the case mey be) of the {oflowing costs and expenses:

{a} If the proposal to Deepen is made pelor to the Completion of such well a3 2 well capable of producing in paying
quantities, such NMon-Conseating Party shall psy (or ceimburse Consenting Parties for, a5 the case may be) that shace of costs
and expenses licurred in connection with the drilling of said well from the surface to the Initial Objective which Non-
Consenting Patty would have paid had such Non-Conseating Pacty ageeed to participate therein, plus the Nan-Cansenting
Party's share of the cost of Deepening 2nd of participating in any Further operations on the well in accordance with the other
pravisians of this Agreement; pravided, hawever, all costs for testing 2nd Completion or attempted Compietion of the wall
incurred by Coasenting Parties prior to the point of actanl aperations to Deepen beyond the [nitial Objective shiall be for the
sole account of Cousenting Parties. '

{b) U the proposal is made for 2 Non-Coasent Well that hes been previpusly Complezed as a well capable of producing
in paying quaatities, but is no langer capable of praduciag in paying quantities, such Non-Consenting Party shall pay (or
reimburse Consenting Parties for, as the case may be) its proportionate share of all costs of drilling, Completing, and
equipping said well from the surface ta the Initia) Objective, calculared in the manner provided in paragraph (a) above, less
those costs recouped by the Consenting Parties from the sate of production from the well, The Non-Consenting Party shalk
alsn pay its proportionace share of all costs of re-entering satd webl, The Non-Consenting Parties’ propurtionate parct (based
on the percentage of such well Nen-Consenting Party would hove owhed had it previously participated in such Non-Cansent
Well) of the costs of salvable materials and equipment remaining in the hole and salvable sucface equipment used in
connection with such well shall be dotermined in accordance with Exhibit "C." If the Consenting Parcies have recnuped the
cast of drilling, Completing, and equipping the well at the time such Deepening operation Is conducted, then a Nan-
Consenting Party may participate in the Deepening of the well with no payment for costs incuered prior to re~entering the
well for Deepening,

The foregoing shall not fmply a right of any Consenting Party to propose any Deepening for & Non-Consent Well prior
to the drilling of such well to its Enitial Ohjective without the consent of the other Consenting Parties as provided in Atticle
VLB,

3 Sidetracking; Any pary tinvieg the right to panicipste In o
interest in the alfecied wellbure at the thne of the nutice shat

Propuctionate thare {equnl to its Intarest i the
tao bz wtilized ss folowa:

) I the propossl 1y for Sidetracking an exintlng dry bole, celmbursement alialf be on the besls of the sctunt costs
lircurred i thra dritinl drilling o the well duwn 10 1he depih nt which i Sidetracking aperation is initiared,

(b} H the peoposal is for Siderracking n well which has previvusly produced, reimbursernent shall be g the hasés of
such party’s praportfonate share of deitling nnd equipping costs fncurred fn the fnlifal drilling of the well

at whith the Sidatracking upecnion fs cotuluncted, rlcubared in the s described in Acriele VILDA{D)
Irupuctivnme share of the cost of (he weall's smivab -

aperation iy idtiated shall e derermiied in aceandactce witl

propaged Sidetracking operation that dues net ven an
|, upny electing portlcipute, tender to the wellbore owners s
Sldereacking uperstony of the valus of tha portlon of tlie existing wellbore

down wthe depth
abave. Such party's

v the provisions of Nelibh "o !
6. Qrder of Preferonce of Onerationy, Areept 9.!__“!]".'twhe.a[we:iflrnliy provided i (hiy agres
Propzre the crivdhct of an-operatinn thar etielicts “wieli 3 Frajmsn) thar b lrlr:;:u;'l'l'm;fieri‘ : par
party abnll bave fifican (17) dnys frenn dhelivery of the Injtind propasal, n the case of 4 o
an operatlon o a wail whore an drifling rig ix un lucation, | '

bulldays, from delbvery of the initial propasal, if o drilling
conducied, o dellver o gl partles zntitled (v paniciprie Ir
alternate prapoaal t contale the shme Information required
Frnmaala shll elect by delivery of wtee 1o Operator withiy
wenty-
m!::i:?; :}",rhf:,),;::l?,:c::“mc- 1.){ Suu‘mly, Sunday and legal holidays) if a drilling rig is on lycation fod the jwell 1hatfis the
et of | . 10 patticipate in one of the competing proposals, Any party not electlng within thie qale regtiired
deemed nht to have vored. T)e propusal receiving the vate of pasties awititig the largest agg;egh(g.jﬂfﬂ’:yngc

i in the cnr'b bf ¥ Al poig, the

¥ 8 party wader this Ardclé: Vi, such
reposal to el 5 well or 1l perinem
wr swenty-fune (24) hours, exclisive of Satorday, Smnlny:

mt depat
tig 48 on location for the well un which auch opeeatiy

fs 1w be

le mintertals and cquipment dowa o e depth or witich de Sidetencking: -

ut, i any pacty-desives 2 -
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initiat proposal shall prevail. Opetator shall deliver noves of snch result to alb parties entitled to parﬂ‘clpatfesln :h: up:{nt:
wihthin flve {3} daps after expiracion af the slection perlod (or within twenty-four (24} bours, excluaive o alulr 2y, .'fuu

and legal holidays, # 2 drilling tig ts on Iucation). Bach paety shall then have two {2} days{(ur‘twmty-four (24) wun:s ifa:
is on location} from ceceipt of such notiee to elect hy delivery of potice to Uperzmr. to participate in auc}l! npcral.lun (?ri
relinguish interest in the affecied well pursuant to rhe provisions of Arccle VIILZ; faiture by a party to deliver autice with
such period shali be deemed an election not to participate in the prevailing proposal. . ol

7. Confurmity to Spacing Pattern, Notwithstanding tlie pravistoos of thls Articte VI.B.2., it is agreed that no wells sha
propused to be drilled to or Completed in or produced from 2 Zone frunla which a well located elsewhere on the Comte
Area it producing, unless such well confurms 0 the then-existing well spacing pauefn for sud: Zone, ' )

8. Paying Wetlls, No party shall conduct any Reworking, Deepeiing, Plugging Back, Cumlpletlmls, Recmn.pllemm,
Sidetracking operation under this agreeiment with reapect 1o any well then capable of produckng in pu{nug quantitics exce
withi the consent of all parties that have not celimquished imetests I the weil at the time of such opetation.

C. Completion of Wells; Reworking and Plugging Beck: ‘

1. Completivn: Without the consent of ult parties, ro well ahall be dritled, Deepened or Sidetracked, except any. V'J'f.
drilled, Deepened or Sidetracked pursuant to the provisions of Article V1.2, of this sgreement. Consent to the drillin
Deepening or Sldetracking shall include: . '

At yenpendirresfor—the deiliing—Deepaning—or—Sidpteacking—testing; Gompletag—aa

miviea 1Za £ facttcias
(] ¥

I Y H—i o buaedii
freg-of-themell-ineluding ' )
w Olgtiruin No. 2. All pecessary eapenditures for the deitling, Deepening or Sideeracking and westing of the well, Whe
strch well has renched Its anthorized depth, nnd ofl togs, cores and othee sests have been gompleted, aad the resudt

thereof furnished to the purties, Gperator shall give immediate matice to the Nun-Opetators having the right o

participate in a Completion atmmp‘: wliether or n;:p{)c;f‘r‘szﬁrp%ccalgnétaq%lgsﬂt:énéﬁln égi%nm‘pii-tg ‘thé wel
together whh Operntor's AFE for Completion costa/il oot pravio sy providédy W
shail-havetforty-sight-(48)-houes-fenclusive-of-& day-Sunday-end-loget-t lidnys)-tnr-wiich-ro-slect-b

Jali TEETY
Y-ttt eyt

(S PPEPAT o + pictbate. o 14 Camplabing.dttam b e-ta-makea-Completi Lanithy-at
£ pernsar-to-f frree o p amf P §
ponplng—AFE-Opestorshelt-doliver-nag-sueh-Gompletion-propestiror-sap-Completinn-prop Vconfieting
it Oberatocs 1 p_tlie-nihar Jep—entilad—to il te-such-Cavpletlontn 4 seirhth
T L] L3 T T L L d
procadures-spectisd_in-Atice A4, Llectlon 1o pagticipate in a Cutnpletion attempt shall include consent to &l

necessary expaadituces for die Compledng ned eqaipping of such well, including necessary tenkage and/or surface
feilities bur excluding any stimuletion operation ot contained on the Completion AFEB, Tailuce of ony pary
receiving such notice to reply witlin the perfod shove fixed ahall constitute an election by that party not
participate In the cost of the Completion attempt; provided, that Articke VLBS. shall contral in the case o
conflicting Conpletion proposails. If one or more, Lat less than Il of tie parties, clect to atiempt a Completion, the
provisions of Atticle VLB.2, hercof (the plirase "Reworking, Sideteacking, Deepening, Recompleting or Plugging
Dack” 2t contained ln Article VL2 shall be deemad @ fochide "Completing”) shall apply to the operation:
thereafter conducted by less than all parties; provided, however, thut Article V1.0.2 shell apply separately to ench
sepacate Completion or Recompletion artempe undertsken hercunder, mind an election to becotne a Now-Consenting
Party ns to une Compietion or Recompletion atternpe shol sor prevent o party from begoming & Conzenting Fary
In auhsequent Comnpletion or Necorsplerion stiempts regardless whether the Consenting Parties as to earlier
Completions or Recompletinps: have reconped their eosts puranant 1o Arndde VL2, provided further, that auy
teconpment of costs by s Consenting Party shall be oade solely from the production attributable to the Zone
which tte Completiun ateempt is made. Dlecrion by a previous Non-Congenting Patty to particlpate in s subsequent
Completinn or Recompletlun attampt sholl requice sach party to pay its proportionate shute of the cost of salvable
materfals 2nd equipment instatled in the well pursuant to the previous Completion or Recompietion sttempt,
insofor and unly insofar as such materials amd equipment beneflit the Zone in which such party portlcipates in a
Completion attempt,
2. Rework, Recompleie or Plug Pack: No well shnll be Rewarked, Recompleted or Plugged Back except 2 well Reworked,
Ren'unpk:u.:tl. or Plugged Back pwesnant we the provistens of Article VLB.2 of this agreement. Consent to the Reworking,
Recompleting or Plugglag Back of 2 well shall inclode nll nccessary expenditures In conductiug such opetations and

Compleding zacd equipping of anid well, Including necessney tankage s0d/or surface facilities.
0. Other Opeestivas: '

Upcrnmf?il?::l nu.ilﬂndcrukcdmy single projact reasunably esthnated o raquire an expanditues nexcess of o .

: b nusaw Duiloes (¢ 30.000,00 ) excepr in vonnecdon withy the
dellfing, Sidetencking, Reworking, Deepening, Completing, Recompleting or Plugging Back of « well that hay been previowsly
outhorlzed by or pursuant 1o s agreemens; provided, however, thet, in case of explosion, fice, flood or other sudden
emergancy, whetlier of the snne or different nature, Operator may take such steps and lncue such expr_-vises d3 in its opinion
arc requited to dest with the energency to safeguard life and property but Operntor, as promptly ay passible, shall cepart the
emecgency to the other portles. If Operator preparcs an AFii for its owa use, Operator shall fucsiahl any Non-Ogperstor so
rcque;ling 70 Infermation copy thereof for any single project costing in exceds of Tifty Thousand Dollacs
(¢ 30,000.90 . ) Any paryy who has not relinquished its interest in a wefl shafl have he right 0 propose that
Operatar perform tepalr wark or undertake the Inswllaton of adtifical Fift equipmeot or ancillaty praduction Frcilitid) such 3

o inc 4 {lchy shall
goveraed by separate sgeeeinent between the parties) reasonobly estimated w cequice an expendituce in ex s of the
- f

amoune firse set Forth above in this Article VLD, {except in connection with nn operation required ¢ be propgééd sader
o

Artlclen VILL. or VICL. Option No. 2, which shall b i ‘
; ... . 2, ¢ governed exclusively by those Asticles). i
proposal t6 all parties entitled 10 pasticipate therefn, H-within oot e o S " "f" .

aut including the lustallation of gathecing lines or other transpartatfon or wmacketing facilitles, the installation of wf;

303 1 d

alyirs Tt o
e ay-part - n Ly a'“u OYr-saye-thesent nr 1 the J.]l;
prrLy a . ; E, %
f & F-f-the—in of the partles entitled 1o participate in such s‘pératim;

sch—pa Hand
- pasty g-tha right-ta participateinguch jeet-shuli-bo-baund-by-shet M ' g e TR
A pa H P i id RO ISP EB s F-m -~ i A
pay-its-praporsin shata-ol-thecasts ol tha-p | YT L. ‘!_-' o !u.l_unr:r ohtigated
o "y L § f idad) ) i3 ABEHH to-Sieh-frreg 4

E. Absndonment of Wells;

bee':.d.'\li;:r;donment of Dry Holes: Except for sny well dritled or Deepencd purswant o Article VI3 Y - @’:’:ﬁ?hﬂiiéffﬁﬂs'
rilled or Decpened under the terms of this agreement and #s proposed 1o be completed as aldry }xdlq“qiia-ll rzc'u' :bc l

nsent to the pro e
the provisions of Article {’]I.g?g %b?p?i?tigc? ?iil)'lf'm-consent its interest aubject ¢
n
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Tle parties receiving such notice shall have twenly-four (24) hours (exclusiva of Saturdzy,
Sunday and tegal holidays) to defiver, il thay wish, the propased operation, and all parties entitted
to participate in the proposed operation shall have foily-eight hours {exclusive of Saturday,
Sunday nud tegai holldays) from the delivery by the operalor Lo participate in a recommesnded

Cowipletion aitempl. Selection of any completion proposal shall be cancluded in accordance wilh
the procedures specified in Article VI.B.6,

Ity no event shall the operator fracture stimulate a well uniess operntor has pravided Lhe other
working interest owners a detailed stimulation design. The parties receiving such notice shall
have sevenly-two (72) hours (exclusive of Snturday, Sunday and legal liolidays) to review said
design and approve or elect to go nou-consent. During the fracture job, should circumstances
diclale a change in the proceduro, operator shall use its best judgement for madifying the plan.

9a
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: act an
i all parties. Should Operatos, after diligent effort, be unable to ;:un! , Y |
{  plugged and abandoned whhout the consent o r ] lriB) b (exclusive of Saturday, Sunday and legal holidays) after
d \ L ’ N
3 pacty, or shauld any perty foill to reply within forty ei"g n o well, such party shait be dremed to have consented to the \
3 dellvery of untice of the propasal to plig sod ahandon such ) . e tance wilh applicable cegulations and a the |
4 proposed abandonment Al guch wells shall be plegge o nban;l:lm':ilﬂ \g or [eepening such well. Any party wiia objects to I
i riths y ’
5 coat, risk and expense of the parties whe pacticipnted in tee cost o ithin forey-eight (48) hours (exclusive of Saturday, I
¢ hlullu;irsg and abandaning sucly well 1y aolee delivesed Oncrat;nrlwu‘: n Sha‘:l O en the well 23 of the end of such
! 3 ' h gLl \
7 Sunday and legal Lolidays) after delivery of nutice of the |’“::;::s l:: silglrtﬁ of Oil and/or Gas subject ta the provisions of
8 forty.sight (16) low notice petiad and cum:uct !ur;her "{::,:,]Y satisfactory to Operator of its financial capability to conduct
; - fai /| Ile proof reasn '
le VILE,; failure of such party to prov well or plug and
9 Anide VI o % fie well within such perind ar thersafter 10 conduct nperations on such '!ﬂ &
D uch operations ot (0 R R 1 wake passession of the well and phg and abandon the well, The party
11 shondun such wel shall eulle OB mm‘ln()m mrlis an shandoning pacty) and the other ebandoning partles agalnst
12 taking over the well shali Indemnily Operator (il (pera e e of plugging and sbandawiog the well and
13 liability for any further pperations conducted on such well except for the 05 .|bi
face. for whith the shandaning partics shall remain propoctionately lable, ‘ .
14 restoring the surface, for whith well in which & Now-Consent operation hes been ‘
1] { Wells That_lave Droduced; Hxeept fur any we " ‘ : :
13 2. Ahzndonment o fully reimbursed as hetein provided, any well which has i
16 modueted heresmder for which the Consenting Pastiea have nat bccn. niy re f'afl parties. If all parddes consent o L
17 been completed as a producee siatl not be plugged and abandoned without the.c'muenltl “b': p ; ﬂ. e . |
Toned in accordance with applicable reguiations ao . |
18 such abaodanument, the well shatl be l"‘!glﬂed mfl] f‘b"""" 1o reply witlin sixty (60) days of delivery of netice of proposed :
19 and expense of afl the pactiea heretor. Failure of o pacty B e inty {60y doys after elivary of taice of e
30 abondunmaent shll be decined an election tn consent to the pruposal. [, withtn ¥ f e alting (0 continue is
21 proposed sbandonment of any well, att partics do not agree o the sbandanment of such we i|"m . '| i’imt‘m“ e
22 eperation from the Zone then npet (o praductfon shall be abligated to talke over tlle) wcd :;: uth::en:iidonmg e
i iy Uperatoe (il Operstor i o abandoniog party) aid the o . .
23 spplicable aottee period ond shatl lndemnify g aning s parties to provide
i i I comductedl by such parties, Failure of such party
24 sgeinat fiahility for any further spermiuns on the wel i ! o ke wver the well
financlal cepability to conduct such eperationa o
25 praof reasonebly satisfectery to Operator of thelr “ e ok pussssion
26 whhin the required period or therealiee to conduct gperatluns oa such well shall entitte Operator to retain o e
27 of such well and plug end shaudon the well. ) e of
8 Parties taktag over a well 3 provided herein stall seader to each of the nther parties its pml?“.nl.?m.‘.ml shu:e of tfu: v.; :m ol
29 the wells salvalde materlal and equipment, determined o sccardniice with the provisions of Ex'?lhl: IC. eas t |'e r.;a;lmnl :v.c:n:r
30 of sulvaging and the estimated cost of phugglig and shandoning and restoring the surface; provided, lolwever, t n; i nt |l ci
31 the estimated plogging «nd sbandoning nnd surface reataration costs anel the csum::(cd cust of salvoging see h igm.r [m.ﬂ tl w
37 vafue of the well's salvable matcrial and equipment, each of die shendoning parties shadl [Em]el'. ta the parties :)mmuu'ng
33 upetations thelr proportionnte shares of the estimated excess cust. Each abandoning party shofl assiges 1o the non-a n“d-urmﬁ
34 parties, withugt warranty, express or implied, a3 to title or =s to quantiry, ot fitness for use of the equipment ‘und umter:]a 8
35 of hts tterest in the wellbure of the well and related equipment, together with its interest in the Leasehold utsn[ar‘ an lm;l‘y
36 Insofur as such Leasehold covers the right to obtaln preduction fram that welibore in the Zone then opeo to |.1wducuu;1. fthe
37 imerest of the sbandoning perty is or inchides an Ol ond Gus Interest, such party shail execute und deliver w the non-
38 shandoning party or parties an oil and gas lease, fimited to the wellbure and the Zone then open to prxluctlen, for a term of
39 one (1) year and 50 bong thereafter 25 Oil anedfor Gos s produced from the Zone covered thereby, such lease to be on the forin

40 atrached s Exhibit "R, The ussigmments or leases so limited shalf cucompass the Drilling Unit upun which the well s located.

4F  The paymenis by, and the assignments or leages to, the naigneea shall be in a muie besed upon the refatlonship of theje

42 respective peecentage of participadun i the Contract Aren to the nggregate uf the pereentages of participation in e Contract

43 Arcs of ail qasignecs, ‘Fhere shall be no readjustment of inreresia in the tempining portlong of the Contreer Area,

+ Theteafter, dboidoning parties shatl bave no feriher responsibiticy, lobility, o Interesc in the aperation of or praduction

43 from the well in the Zone then open other thea the royalies tetaloed in any tease mede vider the 1ermy of this Article. Upne

A6 request, Operator shall continwe 1o oparate the assigned wedl for the accorni of the aotabaifoning parties nt the rmes and

47 charges comentplated by this agreement, plus any mbdidonal cast and charges’ which oy arise s the resuk of the separie

A8 wwoership of the sssigned well, Upan proposed abandonment of 1he producing Zose assigned ar leased, the assignar or tessnr

49" shall then have the uption to repucchuse its prior interest In die welf (using the same valuation foemula) s porticipate 1o

30 further operations therein subject to the provisiuns hereof.

3t 3. Absedunment_of New-Consent Operatioas: The provisions of Article VLEL or YLI.2. above shall be appliceble ns !
37 between Consenting Partics in the evemt of the proposed abundomment of any well excepied from said Articles; provided, :
33 however, no well shall be permanently pligged and sbandoned unless aind uneif sil parties having the right o cunduce fuether

34 operatdons therein have beew notified of the propused sbandenment 2ud nfforded the opportunity to elect fo take over 1he well

33

In necordunce with the provisions of this Artice VLE; and provided further, that Non-Comenting Parties who own sn interest
56

in 2 pocdun af the well shafl pay their proportlonnis shaces of sbandvament and surface testoratlon costs for such weil as
57 provided in Asticle VIB.2.(b).

38 F, Termingtion of Operations:

59 Upner tite commienceinent of an operatiun fur the deilifng, Reworking, Skletracking, Plugging Back, Deepening, testing,

60 C_‘,mnpleu‘nn or plugging of a well, including-but-nor-{imited-to-the-tritn-Wel, such nperstion shafl not be tereninated without

61 {-parties-bearing Fooi-Hierosts-visuch-eoperstion; provided, however, that in the evenr granitdfpr other - 2 7 7 -
62 0 granitfor «

) proctically impenetrable substaoee: ar conditiof in the ‘bole-ds encountered™ which “reiders fucther operations irgpicacticaf,
- -6

Opermesstiny dicontione opetations and ghve notice of such condlthon by the manner provided o Artcle V1B,
1 '

l;‘. tnd the
provisiona of Artfele VEID. or VEE, sl theresftee n Fi

8 T P Vi, ar L p;‘hf to gueh npertion, as appropriate.

i B Uption Ne, 13 Gns Halancing Agreement Attached ’

a7 Linch party shail take in kind ot sepaentely dispose of ks propertonste share of ofl OF and Ces prochiced [frn e

68 Conttact Atea, exchusive of production wlidt may be wsed fn development aad poshicing operations and in ptu. "Hng amd

a9 frcuﬂng Ot 20d Gon for matkering purposes and productlon vnavahdably Tost. Any extra expenditre lngtlrr?d‘ il.lilh‘e'.-!aklng

H in kind ot sepatate disposition by any patty of its propartivnale shaze of the production shall be bo (:y.‘ddclh“pq"rl?. Any

" prcty taking its shace of praduction In kind ahall be requited o pay fue unly hs propactivnate shageaf st paer of

72 Operator's surface (acilities which it wuses. j o i .':‘,i

73 Enclt paety shalt execute such division orders and contracts n3 inay be necessary for the ‘@ii';"‘f;f“"!:i"I;iié’tzjt.‘*ih“*
il production from the Contract Area (IS BRPTENE

, and, except s provided In Article VILB., shall be entithed 1o roteive. et

*satistying the provisto e X 2,40 FSESIYE PAYMSIL..
ms of Article VI.E.l, (except ti AR ‘

shall be substituted with referenca to termingtiong; that any reference to abandonmer

- 40 -
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ton,
dicectly feom tte purcheser thereof for its share of all produc o .
If any party foils 1o make the arrangements necessary to take in kind or sepacately dispase of Its proportivnate

share of the Qil produced frem the Contence Area, Operator sholl lave the right, subject to th;: r“ﬂc:!:[:“,“t:ﬂ_ l:(;:
the party owning i, but not the obligation, to purchnse such OfF ar sell It w0 otlers ot any dme ;: : 0 Y;l,m,d :

ime, for the acconne of the non-teklng party. Any such purchase or sale by Operator “i‘l“l' hf":’ e t:
Operator npare at lsast ten (18} days written notice to the owner of said production and shail be subjec ~: ::r ¢

the cight of the awner of the production wpon at least ten (10} days wrltten notlee 1@ Open!'!qr to exercis : ry
thme s right to take in kind, or seporately dispose of, &ts share of all Oil nat previowly dclwerbeld to 4 :]uur ’u:;:e;
Any purchase ar sale by Operator of ony other party’s shace of Qi ahall ba only {or such reasumable periods o : I

a8 are congistent with the mininunn needs of e indugtey under the particular circomstences, but fn no event for a

i ess of one (1) yesr.

WT:]:;':::; ::I: by Ol(mza“:ur shall be in @ manner commercially reasanable ander the dtc:umstanccs bust Upe.ra'wr
shait have 6o duty to share soy existing market or to obtain o price equal 1o that received wnder any cxllsu‘ug
market, The sale oo dellvery by Operator of a nno-taklog party's share of il under the terms of any Exlﬁll{fg
contract of Operator shall uot give \he aon-taking party any interest in or make the -nun—lnking party a pacty to said
contract, No purchiase shall be made by Operator without fiest giving the non-taking party at least ten (10) days

written notice of such intended purchase aud the price to be pakl or the pricing basis 1o be used, . .

Al parties shalf give timely weltien nmice o Operatar of 1hiele Gas macketing arrangcm'cnu fir the fulbowing
mumnith, excluding peice, amd shall notify Operator jamediately in the event of 8 change in soch armugcmctlls.
Opetatar shall wmalnialn cecords of all morketlog arcangements, nad of volumes dawally sold ar wansported, which
records shall' be minde avaflabile 10 Non.Operatars wpuon ceasonable request.

* Jrilmevent prartiedre] lispesition-of-lis-chnrenithe-GCas |u..“, | batpriset
pipelines-ordfor-delivaties-whish-an-a-day-to-dayhasis-foranyreeson-are-not-enacil-equal-to-Apartysrespeativapreapirtiog-
ata-shora-oftatsl-GGas selesta-baallecated-ta-ity the balancing or accouming between die patties shill be In sccurtaine with
any Gas fabinclig agreement between the partles frercto, whether such on agreement iy sttached as Exhibie "5" ur is a
seprrate ngreement. Operstor shnll give natice to alt patties of (he fiest sales of Gas ftun any well under this agreemem, *%

H--Qptton-MNordrtlo-Ges-Belancing-Agreement: ‘

————Ench-party-shaibtake-dn-ldnd-ar-sepreatelp-dispase—ai-lts-propertonateshere-of s -Ol-and-Gas—prud
the Cantract Area, excivaive of production which mny be wsed in development and producing aperations an
preperieg and treating Ol and Gag for marketing porpnses amd production unevoidably lost, Aoy extes exp
incurred in the taking {n kind or separate dispusition by any party of its propectionate share of the prod

be borne by swch pacty, Any party tsking ity share of production in kind shall be requiced to p
proportionate share of sach part of Operstor's surface facifities which it nyes.

Hach party shall execute such division orders and controcts oa oy be oecessaty for the
productlon from the Contract Aree, and, except ns provided in Article VILD, shalf be o
directly Fetn the puechiaser tiereof for s stiare of all praduction,

If 2ny party fails 1o make she arrangements neerssary to 1ake fu kind or separ;
shace of the OF andfor Gus praduced from sic Contenct Ares, perator s
revocation at will by ive prty owiing it but st the olligation, purchasg,
at any tire and feom tene o tine, (or the nccount of the oan-tnking p
may be terminated by Operstor upon ot lesst ten (80 days written ay
be subjece always to dhe right of the owner of the productinn wpo,
1 exerclse lts right to eake o kind, or separately dispose of, |
to 8 purchwser; pravided, however, that the cffective day
election for & petiod sor o exeeed tuety (90} days
contract laving o (eem exietding beyond such ten
party’s shere of Ol wnd/er Gas shall be ont
minlmum needs of the industey under the P
year.

Any such sale by Operater shall
shall have no duty 10 shate any oy
fee equal to that received y
Operator of & non-taking

s itai o

{or only its

le of its iptergst in
tled to recelve payment

ly dispuse of lts proportionate
! have the cight, subject w0 the

¥. Any such purchase or sale by Operator
ce to the awner of spid production and simli
vt least tesr (10) days welteen natice to Operator
Shace of alf O} ord/or Gas noe previtmsly delivercd
af any such revocation way Ye deferred ot Gperatoe's
Operator hsy counitted such production to s perchase
} -tay period. Any purchass ar sale by Operator of gy nther
ot sucl reasonable periods of dine ss are consistern with the
iculat circurnstances, but in no event for 2 period in excess of vne (1)

in a menner commetcially ressunsble under the eircumstances, but Operatar
ting market or transpurtation arrangement ot to obaln o price o ttansprisiadon
er any exiathig market ar transportation areangement. The sale or delivery by
riy's share of production undse the tarms of any existing contract of Operator shell s
.glvc the non.tsking payey any loterest In nr make e sion-taking party a pacty o sakd contrect. No purchsse of Qi
sad Gas and na safe’of Gaa shall be made by Operator withowt s giving the nan.tsking party ten days written
tutlee of sirch fpaded purchese ur sake and the price ta be pald or the pricing basis o be used, Opecator shalt give
ttotice to all pirries of the first sale of Gas from any well undec this Agcecinent,.

Al paiiea shall give tmely writien notice to Gperatar of thelr Gas marketing arrangements Jor the following
wonthy exclucling price, and shalt noedfy Operator lomediately #n the event of a change in such aecangements.

Opfentur shall moturaln records of gff macketing nrrangements, snd of vohnnes sctuably sold or trsusporeed, which
rrecurlsglailba ] tnls Fetp Daa3 eI biara +
A r L}

ARTICLE VN,
EXPENDITURES AND LIADILITY OF PARTIES

‘A, Liability of Parties: L L

T | . . S s i T it

;;d}:g:"li:i:l_l{_iof the parties shall be severnl, not foink 6t collective, fach party shalf be responsible anly for ity «lhf ntions,
l‘ shi talle only for fix proportionate shace of the casts of developing niul upernting the Cantrect Area, Acmrﬁ 1 Iy, the
tetts granted among e pattles in Article VILB, ate given to secore only the debity of each severally, and no paﬂyl; Wit have

sty linbility 10 ¢hird parties hecaunder to sotlafy i
y the defaule of any oiler pariy J (f #0F H
itereunder. Tt oot the |mem|.m of th y parly Jee (he aymemn of any exp'eﬂﬁ_f,.or_,. !!gmiu"

e pattles (o create, noc shall thia agreement be eonsthued vs creating s i,
. tin g,
partneabip, joint venture, ) 2”{ E!'fﬂg % otlies

-,

o sgency telationship or assoclation, o o render the patties Hable as parendr, ‘venitedrs, or
petocipats. {0 thele relations whth escly nther under this agreement, 1he pactles slall not be constdered fidudi '

lcaﬂ:lf.'
ttionship but cather shall be free to sct on g arm's-tengtly hasly in !ccmdag- itk
Ject, hawever, to the obligation of (he parties 10 uct In good [aith in thelt dii"llﬂié?" Witlag

eatablished a confidential el fon

i'\k-’“'" i
dthidb!

AT b

i i il
with respect 1o activities hiereund + HEThen bl
er.

Anrilp. ALt oF ety b geifyis

*In the event any narty herete Is not at anvtime takl
ng ar marketing It
to self its share thereof to a purchas i : Tk a1 Sy s Cplracted

wilci
to tire Interests of such porty, er which does pat at anyliine take the full share of gas atiributable

** Qoo Pann | 1a T -
i

1ch Qif and/or Gas or sell e v others

|
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Notwithstanding any provision to the contrary herein, each party shall have
the right at all times and Ffrom time to time, upon written notice, to audit all
of taking party and/or Operator's records and accounts related to ar in
connection with productiou or allocation of production from .the Contract Area.
Auditing of settlement records shall also be applicable if taking patrty and/or
Operator disttibutes proceeds to the auditing party.

11a
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B, Liens nnd Security Interesiy: i G
Fach party grams to the other partles heteto a lien upon any lnterest It now owns or herealter acquires in Qit and Gas

Lenses and Qi and Gos Interests in the Contenct Ares, and  security Intereat and/or purchase money securiey Interest in Ay
interest it now owns of heteafter acquires in the persons) property and fixtures on o used or obtained for vse in connection
therewith, to secure performance of all of its sbllgations under this agreement including but uat timted 1o payment of expense,
interest and lees, the proper disbursement of all manies pald hereunder, the assignment or telinquishment of interest in Qi
and Gas Leases as requited heveunder, and the proper performance of operatians hereunder. Such Iienl and secucity kmerest
granted by each party heceto shindl include such party's leasehold interests, working Interests, operating rights, and myalr? and
avecriding royalty interests In the Contenct Area now awned or hereafter acquired and In lands pooled or unitized thetawithror
othierwise beeomiing subject o thtis agreement, the Oil and Gas when exvacted therefrom and equipment shwated thereon or
wsed or obtained for use it connection therewith {including, without limitation, all webls, tools, end wbetar goods), and zccounts
(including, without limlation, 2ccosnts arlsing from gas imbalances ar from the sale of Ol sad/or Gas st the wellhead),
cuntract rights, inveatary and generol intangibles relating theretw or arising thereftom, and ol proceeds and products of the
foregaing, ! "

Tu petfect the lien and security agreement provided-hereim each party hereta shall execute and acknowledge the recording
stpplement and/or any financing stntement prepared and submutted by suy party hereto in conjunctlon herewith or at any time
follewing exeauim:}rercofe f‘ml ()!?:cram E ﬁ\iﬂer-ed—ea-ﬁie thissgreementer the temrcl?lug supplement executed harewith as
a lien or mmtgngq/mc:ﬁe ap;ﬁfcn% N ke S ecords nird as & financing statement with the proper officer under the Uniform
Commercial Cade in the state in which the Contenct Area it situnted and such cher states a3 Operator shall desm appropriate
to peefect the secority isterest granted hereunder, Any pacty may file Hel ‘a tecording supplement executed
lierewith, or such other documents as it deens necessary as a Hen or mortgagd I'nn hethﬁslkaﬂigqur‘ eSle records and/for a
financing statement with the proper officer wivder the Uniform Commercial Code. '

Each party represants and warrants to the other parties hereto thar the lien 2ud securfty inteceat granted by such party to
the ather parties shalt be o first and prior len, and each party hereby ngrees to mafntain the priority of said len and security
intecest sgainst all persons dequiting an interast in Ol and Gas Leates and Interesta covered by this agresment by, theomgh or
under auch party. AN parties sequiting an Interest in Oil and Gas Leases and Oil and Gas Interests covered by this agreemens,
whether by assignment, merger, mortgage, operation of law, or otherwise, shafl be dciemed w0 have taken subject
to the llen and security interest granted by this Artide VILS, a3 to all obHgations attributable w such Interest hereunder
whether ot not such obilgations arise belare ar after such interest is acqtived.

To the extent that parties have o security interest under the Uniform Commerciaf Code of the stte in which the
C.nmract Aree is situated, they shaft be entltled o exercise the tights and remedies of a secured party under the Code,
The bringlug of 2 suit and the abtaining of jwlgmént by a pacty for the secured indebtedness shall not be deemed an
ul:ctlf:m of remedies or otherwise affect the liea rights nc sccurity interest ms security for the peyment thereof. In
wdditfon, upen defsult by any party In the payment of its share of expenses, interests ar feea, or upon the tmproper use
of funds by the Operator, the ather partles shall frave the right, without prejudice to other rights ot remedies, 1o collect
from the purchaser the praceeds from the sale of such defaulting party's share of Oll and Gay until the amuunt owed by
such party, plus interest as peovided in “Exhibit C." hrs been recelved, and shall have the right 1o offset die amount
owed algainsr the !‘u“ncc-cda from the sale of such defauliing parey's aliace of Gil and Gas. All purchasers of produectivn
:Il:a':u;: y“(:;l :Iinlt;;lr!:i:ﬂ::i:f defanlt {tom the non-defoulting party or parties staving the amount due s 8 result of the

' e any recourse nvallable agalnst purchasers for releasing production proceeds as provided in
this parageaph,
Up::a::: ;:::ymf::::let:’;::rn;s:::::su:::;i;:'itld(;: ::m hum{h—elcll twenty (§20) days after rendition of 2 statement therefor by
propariion that the Interest of ench .such arlg h:;ua::r'us m‘ reren f“q;ll“t Iby Oi‘fﬂmf- poy the unplnid amount in the
raying its share of the wnpaid smount sl:al;! b: secured b TI l“::fﬂ‘ “dn ey alo .”":‘ o ooy b soch party do
paying pacy inay indcl‘-‘tndemir pussue ap rem:‘d . il lrl Ile "":j“" “c‘"h"l'ish“ fecrbed in Aride VI and cuch

1 any party doss not pecform alf of itsvnbll' nti};::ul‘ - d‘ﬂtlln(:rlm U}hermse.
or execution proceedings pursuant to the pruvifisms of :T:ii“ e thre 0 pesfarm aibjec 5"'.:[' party ro fotechosure

) by Bgreemient, to the extemt allowed by governing law, the defaokin
parly walves any available right of tedemption fram and sfter the date of judgment irnd ; ; 8
ol the morigaged or seciired property prior to sale, uny available 1int 8 ' a0y required valuation or appraisement
and any required houd #q the event a recelver | , '5‘ Ill b ) cxsalan of to re
hereby geants to the othes oncles & ) s appointed, In addhion, ll:u: extent permined by sppliceble faw, zach pacry
power of sale a5t any property thet is subjéct to the fen and security rights granted

‘Itl’c“ﬂtlel’, such wer ti he (3] n REINT 0¥ Itlo
po be exe ed in the 1t er 1d
Ised d by appl uble law 1 otherwise A 4 cotvmercls
p y applic [4 b wise | “y

| Ea{ch barty ngrees that the other parties shali be enticlad to utilize the
nw of any stat : i
- gﬂm:“t;‘; I:: w:!idl l:le Cunr:act- Area s situated 1o enforce the cbligations of cach pacty herennder. Withour liniting
1 loregoing, to the extent permited by appheable Jaw, N .
e e i aw, Non-Operators agree that Operatar mey invoke
he mechsanics' or mateclalmen’s Jien faw of the state In wlich the Comstract Ared is siraated i: otder to ’;erm‘:c ”‘"'
e

payment to Operator of an i
iy Ad"nce’:p of ary sum due hereunder for services performed or marerizls supplicd by Operator,

quire o marshalling of assers

rensanable

provisions of Oil and Gas Hen faw or other lien

unilormly

ey pryrien:
hereunide duiing

VancE o

i AR 'bt‘%iu‘e?k’é?mﬂ’i&&%%ﬁi’-ﬁf Eh‘i exfiense ta be incurred in offsratinns

e next succeeding monil, which right may be exercized only by

T,

Opecator, at its el ion, slal! heve dhe yigl
J_m.'_ﬁ_“/i\‘n i’erEPr{_)ffju ki 1}:?'5;: 5€t’t fram time 10 time 10/demand and faceive from one or mare of }jve other -

sbmission to cach such patty of an
|

a1 invoice for its shere thereof, Bach such scaternent o invaice

hal! be submitted
ro - cnsc g ed on or before the 20l day of ¢ i
ern?cl: 1s yre:.::::f ra]yf t0 Operator its proportonste share o such estimate within £ t 3'(” I“’.;":’" "r;’“ﬂ'! oy
oot i p,hie[:it “(;’ny patty falls to pay its share of sald estlmate within sald thme, the amount dy, Elr 5[‘;1‘:"{ i“ -
frovided P“;y o un:l; psld.l Frapes adfusrment shalf be made monthly between advances and ut::x:l ‘: R i hd e s “;
ar and pay s py ! O

D, Dofaui aad fepornr Poy Ita propactionate shate of actual expenses incutred, and no inore. f | o

W ang party faily to dizche Y E l ]

ke 2y e 0 di rgeda'ny finencial abligation under this agreement, including withgut Ilmitirloﬁ thghil
© preceding Article VILC, o any other provislan of thi ithii driad g }'." "
such payment hereunder, then | e ViLD, or steemtinn B¢ NM*mﬁn
remedb e v then in addition o the remodies provided In Acticle VILB, o5 elsewhore i thiv [y bl g ft)r.
AEot o amﬂunetuw ahall be apphcable. For parposes of this Acicle VILD., ali notices tnd efecttlr 3 'i ﬁ!‘e'“"-i"f! -
0 Eo an -
other party herato,
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7£|]]erggrlg th‘!!l[-c _t_h,-._y I)gcuum.(lclinqnem.—-[‘rim to the renditog dage
- e birrdens (o {richudbe, tr v .,

only by Operator, except that Operator shall deliver any such notice and efection requestet] by a :mn-del:uiung :{Jnngp::::::'
and when Operstor Iy the pacty in default, the nppllesble natlces and elections can be delivered by any U:JT g » d
tlection of any one or more of the following remedies shall not preclude the subsequent e of soy other remedy specific
Pelow or otherwise avallabte to 3 noa-defavlting party. . ‘ '

I, Suspensivn of Rights: Any pacty may detiver o the party in default 2 Natice of Deefault, which s!n?it speeily 1!3: defauir,
specily the action to be taken to cure the defauk, and specify that failure to lakcl Sll‘cll ac.li‘m will result in the exercise of (mle
ar more of the remedies provided in this Article. I the default is not cured within thirty (30) days of the delivery of such
Neatice of Default, ofl of the tights of the defaulting party granted by this agreement may upon notice be 5uapeudct.l m:t“ the
defaule B3 cured, without prejudice to the right of the non-defoulting party or parties to continue o enforce the.ubl:gannns of
the defsuhing party previously sccrued or tbereaflter accruing undet this agreament. |f Op:ra‘.mr is the Par:y in default, the
Man-Operators shall have In addition the right, by vore of Non-Operators owning 2 majurlty in lnt:f‘csi |‘r| the Contract Area
sfter excluding the votlng interest of Operator, te appoint & new Operatar effective immediately. The rtg.!n? of. [ dr_—[aulfing
party that may be suspended hereunder ot the clection of thiz non-defaulting parties shall iaciude, withaut lHmitatieo, the right
ta racefve information s to any operation conducted hereunder durlng the pediod of such defaudt, the right lu. electllt)
perticipate in an operation proposed under Atticle VIB. of this agreement, the right to pacticipate tn an nperuon. being
conducted undex this agreement even i the pary liss previoosly elected o participate in such oparation, ead the right
recetve proceeds of production (rom any well sublect to this sgreement.

1. Suit for Damnages: Non-defauhing parties or Opeeator {or the beneflt of non-defaulting parties may see (ot join
account eapense) 1o collect the smounts in defady, plos Buerest accrving on the amounts recoveeed Fronm the date of default
uatil the date of enlfection at the rate specified in Tixhibit "C" attaclied heretn. Nothing hierein shall prevent any party from
siting any defavdting party ta collect consequential dninges accruing v snch pacty ag 2 resulé of the defanit,

3. Decmed Nug-Consent: The nonalefanlting parsy may deliver s wrlien Notice of Non-Gonsent Electionr to the
defauhing party at any time after the expiration of 1he thirty-day cure perind fullnwing detivery of the Notice of Defowle, in
which eveat il the Lilling is for the deilling of a new well vr the Plugging Back, Sidetracking, Rcwnrk;hlg ar Deepening of a
well which Is to be or s been plupged a5 o dry hole, or {or the Complerian or Recompletion of any well, the defaulting
paety will be conclusively deemed to have elected not to participate In the operation and to be 2 Non-Consenting Party with
tespect therets under Artlcle VB, or VLC, 48 the easc tay be, 10 the extent of the costs unpaid by such party,
notwithaanding any election to participate theretofore made, 1l election is made to proceed under this provision, then the
oo-defaultiog partics mey not elect to sue for the wRpaid amount piresusnt to Aride V0.0.2,

Uil the delivery of such Noatice of Mon-Consent Electlun to the defaulting party, such party shall have the right 10 qure
its defauls by paylng its unpnid share of costs plus interest at the rate set forth in Bxhilis "G provided, however, auch
pagmient shall nat prejudice the rights of the nan-defaulting partles s pursue remedias for damages incurred by the non-
defaulting partles s u result of the defaule, Any inrerest relinguished pusruant tw this Article VILDL3. shall he affered s the

aon-defanlting patties in propoteion to their interests, and the non-defaulting parles electing to participate in the ownership
af such Juterest shall be cequired ta contribute their shares of die defaulted amount upen theit election 1o pacticipate theeein.*

4. Advance Payment: if a default is not cored within thirty (3R days of the delivery of o Notice of Default, Operator, or
Nun-Opetators #f Operstor is the defauhing party, may theresfler require advance paymant from the defauhting
party of such defauliing party's anticipated shave of any item of exgense for which Operator, or Nen-Operators, as the case nmy
be, waukl be entitled ta reimbursement under eny provigion of thls agreenent, whether or not such expetise was the subject nf
the previous default, Such cighit lnchules, ot s not tmited to, the right t reguire ndvance papment for the estimated msts of
driifing 0 well or Completion aof 2 welf ss 10 which sn electlan parilcipnte in drifliog or Completivn has besn made, W the
defanhing party fails to pay the required advasice papment, the non-defoulllng parties utay pursue uay of the remedies provided
in this Article VILD, ar aoy ather default reimedy provided elsewhere in this agreement. Any excess of funds zdvanced remniniyg
when the opecation i completed and all cong have Leen poid shoif be promptly returned e the advancing party.

3, Costs and Attorneyy” Fees, In ilie cvant any party la reqquired to bring egol proceedings w enforce any linanch
ubligetion uf o parey hereunder, the prevaling pacty b sech rctlon shatl be entiifed to recover alt court eusta, cugrs uf
cirlleetion, end o reasonable attarney’s fee,- which the lien provided for heteln shastk olso secure,

E. Rentasls, Shut-io Well Payments snd Minkmium Ruoyatitos:
Rentaly, shat-in well payinents z2od minimem royaltles which mny be required under the terms of any feose sholl he pakd

by the party or parties who subjected auch lease o this agreement at s or their expense. In the event two or mare parrics
awn wnd lisve contributed fnterests in the snme |

ease (0 this ogreement, suck parties oy designate one of such partics 1o
moke sald paymments for and an behall of alf sicly parties. Any party may request, zod shall be entitled 1o recedve, proper
evidence of alt such pagments. In the evem of fathere 10 moke proper payment of any rental, shut-in well pagiment ot
winlmutn royaliy through misteke or oversight where such payment is requited to coniinue the fease in force, any boss which
results frenn such noa-payment shall e barne in accordance with the provisions of Article [V.B.2.

Operatar shall notify Non-Operators of the anticipated comnpletion of a shut-in well, or the shutting In or return w
production of x producing well, at least [lve (5} days {excluding Baturday, Sunday and {egal holidays) prior to takiog such
ac.ﬂon. or 2t the earHest opportunity permitted by circumstances, but assumes no finbithy foc fzilure to do 30, In the event of
failrre by Operator to a0 notify Non-Operators, the loss of any fense contributed hereto by MNon-Operatars for failure to make

:i‘?;ﬂ; paymems of suy shut-in well payment shall be borne jolacly by the parties hereto under the provistuns of Arricle
B3, i

F. Taxes; y
Degioning with the fiese calendar
rroperty subject w this agresment wi

t

rendec for ad valurem toxsion all
and it shall pay alf sich mnﬁf asseased
o elingent:-Br , eath Non Operdtor shall farnish Bperstor iwformailon as
but turt be Timnidred t, rayaltles, averriding royalties and production payinents} oa [eases nm} O and
ey oreats. o ted by such Nan-Oparator, It the n.sac.usml valuntlon of any lease is reduced by teawnn of iri being

mnnanding excess royalifes, avertiding ropnlties or production payments, the reduction In ad vnlulrcm
reaulting thecefrom shal inuee o the benefit of the owner or swners of such Lesse, and Operator shisll gd o
such nwaer ar owners s 35 to reflect the benefit of such reductdon, ) the ad valur
lip(ll’_l :sepsrnte valvations of each party's warking interest, then oatwithstanding sy
the foint scconnt shall be mnade and paid by the parties heteto jn accordance with
worklng interest. Operstar shafl bill the oth

year after the effoctive date hereof, Operator aliil
Ml by law slionld b rendered for such 12xes,

Gas bovereats comribio

ust the chirge w
cin taxes are based jnlwhate o |4 part
thing to the contrary herein;“::imrgca 1tr
the tax value Benerated by :!:ad!i‘!f'q}iuny's

provided in Bt e er parties for their proportionate shares of all tax pay'med{'g _Ilfi,ihe manner

*Peavided, hawever, if at anytime an
1 y party Is taking its share of praductian in kind or 3 k
ot it, such party shall Pay ar cause to ba pald any and alf taxes as to such production, eparetely dopesing

~13 -
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. expirmtion uf, an-euisting [ease sholl not b dowmad i

, . .

I Operator considers #ny tox mssessment improper, Opetotor ay, st ity dh“fre“"“r P“"’:: ‘:'i“!“"! the l:m:a ?:;:}lr ?:’m::l:
preaceibed by law, and prascante the protest to a final deterinination, unless all parties agree to abandon :!" protes ‘Il b xes
determination, During the perdency af administrative or judiciat proceedings, ()perzlfrf may elert f“ pay, under frotest, 4 :”“ ;
aaxdd nny interest and penally. When any such protested assessirent shall have been finally determined, Operanl\r sh?li iy l 1e mxl ;)I’
the joint sccpunt, waether with any interest and peralty accrved, and the total cost shall then be assessed apainst the parties, and be

il by them, as provided in Rxhihic "G
- Eu:h rmrl,v slnll pay vt cause {0 be paid ol production, sevetatice, exclse, gathering mud other taxes impesed upos or witl respect
to the production or handling of such pariy's share of Oil and Gas praduced under the tenms of this agreement,
ARTICLE VL
ACQUISTITION, MAINTENANCE Ol 'TRANSFER OF INTERHST

A, Sucrender of Lenses: )

The Leases coverad by this agreement, insofar s they embroce acresge tn the Cuntract Atea, shall not be sutrenderad in whole
ot i pact unless all pasties consent theretn, ) .

Thowever, should any party desice to surrender its interest i any Lease or in any portion theseal, such party shall give wrinen
natice of the proposed surrender to afl parties, ond the parties 1 whem such notlee is delivered shall have thiry (30)_ x:lays aller
delivery af the notice within which o notify the poarty proposing the sucrentfer whether they elect to consent theretn, Falfure of 2
party ta wham snch notice Is defivered 1o reply wildn sald 3h-day period sholl constitute a chnsent to the surrender of the Leuses
described in the natice, W slf parties do not rgeee o consenn ticeets, the party desiving to surrender shall assign, withowr express or
imphied warranty of diile, all of its iterese in such Lease, or portine thereod, and sny well, materlsal and equipment which may be
lneated sherenn and any righis in prestuction thereofter seeured, to the pariles not censentdng to such surrender. If the interest of the
assigning party Is or includes an Ol and Gas Intercst, the assigning paety shall execute and deliver 10 tie porty or parties oo
onsenting o such surrender a0 oil and gas lesse covering such OH and Gas hiterest fue = term of one (1) year and so hg
therealter as Oif and/ar Gas Is prichiced fran the land envered thereby, sy lense to be an the form sttached herato as Babibit "R
Upun such assigninent e lease, the nsaigning party shall be retieved fram afl obligacions (herenlrer sccrving, but not therctalure
acersed, with eeapecs to the inerest assigned or lensed amd the apemtiun of any well atrilmable thereta, ami the assigning parly
shall have no furiier dniereat in the assigned or lensed promises omd lts exquiprment and production other dian the royalties retnined
in any lease made under the terms of this Articde. The paety assignee or lessee shiall pay to the party assignor ar lessor the
tegaonalie salvage value of the fauer's interest in ony well's salvable materinls ard equipment ettributable to the assigned or leased
nereage. ‘The value of ll salvable inmeriaky and equipment shall be deterrmined in accordance witly the provisions of Txhibit "C" esy
the estinrated cost af salvaging and (he estimated cost of phipging and abartdoning ond restoring the surface, Af-sweh—value—istess
mmmmmwgnmmmthhuMHmmgmﬁmmwmm. i die
eesignment or lease Iy in twvar of more dian one party, the iverest shall be shared by such pasties In the propottions that the
intereat of eacl bears to the tutal interest of all such parties. If 1he intcrest of the parties to whom the assignment is to be mate
varles sccording to depth, then the interest assigned shall similarly reflect such varisuces.

Any assignment, lease or sirrender made under this provision shall no reduce or chenge the asslgior's, lessor's or surrendering
Party’s fiterest o5 it was immedistely before the assignment, lease ar surrender in the balance of the Cortract Area; and e acreage
sssigned, leased or surrendered, and subsequent operations thereon, shall oot therealter he subject to the tering and pravisions of this
ageeernent but shall be deemed subject to an Operating Agreement in the form of this agreement,

B. Renewal or Extension of Leases:

If any pnriy sectres o renewal or replecement of an O and Gas | ease or hierest subject 10 this agreement, then 2ll uiber parties
shall be mtifled prvanptly wpon such acplsition ar, in the se of o replaceient Lemse taken hefore expiration of sn existing [.cose,
prompiy wpon expiration of 1le existing Lease. The porties notified shall have the vight for s period of thicty (30 dditys Folluwing
delivery of sach notice in which tn elect 1 portdeipate in e nwnership of the renewsl or repincement Lease, insifar gs such Fease
::;::e:;::sd:,:dl‘:,::: sf:lr:t;:c:s:\::;dhy |myifq; to the party who nequired It e propocdoonte shares of he nocepuisition cost

ered i the Contrace Acen, which stmll be In prpartlon w the Inierests held at that tiene by the
parties in the Contrect Ares, Fuch pary who participates In the purchase of a renewst or replecemennt Tease shall be given an
masigrment of its proportionate fnterest sercin by the geqiring party,

] some, bun fess than alf, of the parties elact to participate & the pucchase of @ renewal or replacement Lease, # shall be twned
by Ilu‘: parties who elect to parvicipare sherein, in s ratlo based upnn the refationship of (hele respective percentage of partigipation in
the Coustract Arez ta the eggsegaie of the pereentages of participation In the Contract Ares of all patties participeting in the
purclase of such renewal o teplocement Lease, The aceisition af n renewal o replacement Jease by any or all of the parties herete
shall not canse a readjustoient of the interests of the parties stated n Bxhibie "A" e any renawal ur replacement Laase in which

less than alf parties elect to harticipate shia not be subject to 1ls agreement but shall be deemed subsject to 2 separate Operating
Agreement in the form af s apraeinent.

I ahe intereses of the parties n the Comtract Ar

ea vary xecording w0 depth, then ele tight w participate propuctinnately in
revewsl ar replacement Leases and thelr right to recei

e ve an essigmnent of interest ahalt s reflect such depth varianges,

Hie provisions of this Article shall apply to renewat or cepdrcement Leases whether they are Tor the entire interest covered by
the .expi:ing Lease or arver anly n pardan of s area dr nn bmerest therein. Any renewal or replacement Lease taken before the
expiration of Its predecessor Lzase, ur taken or conteacted for or irecorning elfective withln six (6) months afier the expieation of the
exlsting lease, shall be subject to this Iravision so long as this sgteement s in effect ot the tme of such acqaisilon or at the time
the renewsl or replacement Lease becomes effective;

F o Engwal.ar.replacenent Lease and shall norbesubjoct 6

explion the ﬁmviirl?_‘. of this
#
The provisions in chis Article shafl Alxy be applicable to extenakns of OF and Gos Lestses, ’l
C. Acresge or Cash Contributhyns; Wit
Whil i i 1,
liile this agreemene iy in ferece, 3f any party contrses for a conteluiion of cash towards the dellling of o well t:crI oy other
operation on the Coneeacy Ares, such conribitlan shall be paid 1 the party wh i

be Epp'i!tj by it u‘gniml the cost of such drilling or other aperatirn, If the contel
the connriburion is made shall pramptly tender an essigninent of the aceeage,
peaportions sakd Drilling Paedles shared the cost of diilling the well. Such acy

::'-'E'“ P‘nsrbiel. be gﬂ’vemcd by provislons identical 1o this Agreement, Buch parey shall prompely aotify ail tthdf prilies ol wn

r:agc ar :asw wributlons it may oheain in support of any well ur sny other operstion an the &lltruqtjkf&.muf bov:
provisians shall also be applicable 1o opptiostat rights w earn acreage outside the Conprag Area which are ] Supiord 5 $EIl elfled
inside the Contract Area, ) 1 PP 8 Bel e

(X

o conducted the drilling or other opetatinfiiaod shald
butlan be In the form of sereage, the punc'.td whuim
witlut wareanty of title, to he [?ri!lirigi!’aﬂi_cd._in the
eage shall become o veparare Conrpatt Area inll, ;m the

- 14 -

but any Lease taken or contracted for_inore than six (6) manths falter the
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- -tomnputation of partnsrship taxable fncame, -,

IF any porty contracts for any consideration relating 1o dispasition of such party’s share of substances produced hereunder,

auch consideration shall not be deerned 8 contribution as contemplated In this Article VILC,

D. Assigninent; Maintenastce of Uniform Interesu

A rea_tatha Ol grd-Gas-beases~Oil-and-Gas
o) §—maintoi ia—the-Oile 4

Aet—IrE it

JORT SR T | it thaC
ip—ia-th

Hae pusf ving pot-ov
mwi t and production covered by this agreement no party shall sebl, encumber, transfer or make other
dispaaition of its lnterest in the (i ases and Ol #nd Gas Interests embraced within the Cantract Ares or In wells,
equipment and production unless such disposition covers € e

1. tha entire intesest of the party in afl Oif and Gas Leases, Of and Gas I

2. an equal undivided percent of the party's preseat interest in gll Ol and Gas Leases,

n el 1 1 f b [Pk . 1 p
I e L

Bvery sele, encumbrance, transfer or other ‘disposltinn made by any party shall be made expressly lwl?]ect to t.his agreernedt
and ghall be made withowt prejudice to the zight of Ihe ather patties, and any transferes of an ownecship interest in any Ol and
Gins Lease ot Intereat shall be deeined a patty to this agreernent as to the Interest conveyed {rom and after che effecvive date of
the transfer of ownership; provided, bowever, that the uther partles shall ooy be required to recognize any such sale,
encurmhrance, tounsfer or otler disposition for any purpose herennder untit thirey (30) days ufter they have received a copy of the
Instrusnent of tremsfer or ather sutisfactury evidence thereof in writing from the transferar or transferee. No zasigniment or acher
dispasition of fterest by a patty shall relieve auch porey of ubligatienm previeusly incureed bY_ such party hereunder with respoct
to the Interest cransferred, Inchsding withowt Hmbatinn the abfigation of a party to pay all costs auclburable 1o an operation
wonducted hereunder lo which such pary has sgeeed (o pacticipme prior to making such essignment, and the Hen ard sccutity
Iietest granted by Articke VILR. shafl conticue to brrden the interest tranaferred 10 securs paymnent of aey sucl oldigstions.

If, ot any time the interest of any party by divided among and awned by {onr ov more co-ownees, Operates, at its discretion,
may requite such co-owners w sppoint a single trustee or ogent witk fufl authority to teceive notices, dpprove expenditires,
receive billings for and approve sed pay such party’s share of the jolnt expenses, and tr daof generatly with, and with power to
bind, the ca-owners of sucl party's intereat within the scope of the operations embraced in this agreement; however, all such co-
owners shall hsve the rdght to enter into amd execate all contracts oc agreements for the disposition of theic respective shiares of
the Off and Gas produced from the Contenct Aren and thiey shall bave the right to recelve, separately, payment of the sale
proceeds thereof,

E. Waiver of Rigitts to Partition: .

If permitted by the laws of the stste or states in which the property covered heeeby fs located, each party bereto owning an
undivided inteecat b the Contracs Ates woives oay and all righes It may have to partition ond have ser sside to it in severahy iy
undivided interest therein.

is, equipment and firoduction; or
Interests, wells,

B Prek, ial-Right-to-Huech

~Should-any-perty-desire-to-sali-all-or-sny-pareof-ls-interests undesshle-sgraomantear it sighteand.loce
Argn, it shall promptly give written natice to the other pariles, with fulf Information concerning ito proposed dis
shall Jaclude the name and address of the prospective transferse (who must be ready, wililng and sble 4
price, s legal description sufficient o Identify the property, and ail other tezzng of the offer,
optianal prior right, foc a period of ten (10) days after the notice Is delivered
same termy and conditions the intergst which the other pacty
purchesing parties shall share the purchased interese i
purcliasing parties. [lowever, there shall ke
ity ierests, o to trensfer-title ¢
of' to dispose of jta i

which
zse), the purchase
et parties shall then have an
thase for the stated congideration on the
to sell; and, If this optionel right I3 excrchscd, the
Gpoctions that the interest of each beacs 1o the toml interest of all
erential tight w purchase in thoae cases where any party wishes 1 inortgage
ferests to its morigagee in llcu of or purauant to foreclosute of & morigage of s intecests,
¥ by merger, reorganizotion, consolidation, ar by ssle of all or substantiably alf of its Oil and Gus assets

ARTICLE IX.
INTERNAL REVENUE CODE ELECTION

If, for federal Income tax purposes, this agreement and the operations hereunder ace regarded ag a partnecship, and if the
parties have nat atherwise sgreed to form o tax partneralip pursvant to Exhibic "G” or other agrecinent between them, each
" party thereby affected eleats t be excluded from the application of all of the providons of Subchapter "K* Clapter t, Sultitte
A" of the Intetnsl Revenne Code of 1986, us amended (“Code?), as permicted aod suthodized by Secrdon 761 of the Code and
the regulations promulgated thercundes. Operatar i3 authorized and directed 1o execute on behslf of each pacty hereby affected
such evidence of this electlon as may be required by he Secretary of the Trezsury of the United Ststes or the Pederal fnternnf
R.evemlc Service, Inchuting speciticatly, but not by way of Hmitadion, sl of the retuens, statements, aad the dats required by
Tresaury Regulatdons §1.761. Shauld 1hete be any requicement that each perty harsby sffected glve furthee evidence of his
election, ench sueh party shall execute such docuenents and furniste sich othier evidence 13 may be raquited by the Federal lteraai
Revenue Service or as moy be necessary to evidence this election, No such party shall give any notices or take sny other sction
inconsistent with the efection made hereby, I any present or future income tax Jaws of die state or states in which the Contract
Area i3 located or =y futire Inconie tax laws of the United States contain provisions similar 1o those in Subchapter "K,” Clapter
1, Subtitle “A,” of the Code, under which an eleciion similar to that provided by Sectfon 761 of the Code s permitred, cach pany
hereby affected shall imake such alection a3 may be permitted or required by auciy laws, in moking the foregoing eleeflon, soch

such party states that the income derived by such party fram operaduns liceeunder can be adeguately determined wilhout the

ARTICLE X. i)
CLAIMS AND LAWSUITS I
Qperator may setele sny single wninsured third F

party damnage cloim or sult atlsing from operations hereunder iF th ndi
4 Ton o the qrpendituse
n;’:!“';:" Iﬂcetd —»-—'—»—,[lgﬂifﬂd_ﬂ_,_ Dobiars (3 _LQ.:.OQQ;Q[L“_) and if the payment I In complete bdtlement
ch claim or sule, I the amoum tequired for sctdement exceeds the above amount, the parties hereta shall assumme-and ipi(e over

the further handfing of the claiin or wit, uulesy such authoriy
or atherwise discharging such claém or aufe shall be st the jalnt
dhalm or suit arises. If o chaim iy made s
hereunder sver whicly such individual §
lmmediately notify sl ochee partles,

Is delegated to Opecntor. All costr and expenses of,.'hfn}tll i, dentling,
: : expanse ﬂ‘.‘lm porties partlcipating n the npcr‘ti(mj-lm thi’Lh the
Ruinse any party or if any pacty is sued on account of eny mater lri;i{ig'fmnijc’)ﬁaratiuns
has o control becanse of the rights given Operator by thia agreement] et iy

and the chaim ar sulte shall be treated a3 any other claim or suir invulvin%'ibﬂe
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ARTICLE X1
ronct MAJUED hi at, othet
K H.“Y party is rendeted unable wholly or in part, by force muajeure 10 carry ot its nbligst?onls v.;;'ndcir ' :trs a!:{";:;::r ;}am‘“
ity furmish security, that party shall glve to 2
than the ohfigatlon to indemnify or make money payments G0 i ' ! atd )
p‘mmp! writtfn notice of the foree majeure with reasanably full pumcularls (I:;)l;)CI!l'nIng l:l; ;I!;"E‘Pu“[‘, tll:l:l-i-::'g‘;::[:;;: :]:::
. wspended during, bu 3
lving o tice, g0 [ar ag tiey are ifeceed by the force inajeute, shall be ! .

e ol the cure Th: teem "force majeuce,” a3 here employed, shall mean an act of God, strike, Jockout, o1
. ghining, fire, storm, flood oe other act of

continuance of the lorce maj ) e ockade, public rint, f
ofhcr hld"!:rh:l dm::-::::;::l (::r:::: E;]l::r‘;n:::::t[ d:h;Y‘ l’l.‘slra'll:t ot inaction, unevailability of equipment, ad any other
::;::we!:c‘::::u:f' t:,n: kind specifieally c.mmlern!ed sbove or otheewise, which Is not reasonshly within the contral of the party
iming suspension. ] . )
da"'l";:u.rrett; paety shall use all reosomable diligence to remove the [nrcle majeure sitwation s yuickfy ns‘ prncuca::le. i’:‘he
requirement that any foree majeure shail be ramedied with il reasonable dispatch shall nut reqiiee fl:e settlement :" :L:r |cs;;
luckenrta, or other lebar difficehy by the party Involved, contracy to ity wishes; how all such difficuitics shall be handled sho
be entlrely within the discretion of the party concerned.
ARTICLE X1,
NOTICES ' ' )
Al notkes authorized or tequised between the partics by eny of the provisions of .'1"" ag.reemem, unless atherwise
specifiealfy provided, shall be in writing and delivered in pecson or Iyy Uniited States mail, cou.ru:r service, leiegrau'r, lellex,
telecopler or any ather form of {acsimile, postage o5 charges prepaid, and addeassed o such purtlef at .IIIE wldresses lme(. on
Hyhible "A" Al telephone or oral nuices pertnltted by this ngreement shatl be confirmed Emmcdmte!r lI.IErEIlhEI’ by written
notice, The griginating notice given under any pravision hereof shall pe deemed delivered only when received by the party to
whom such notlee is direried, and the time for such party to defiver any motice in response thereto shail rup feem the date
the ariginating notlce la received, "Receipt” for purposes of this agreement with respect to writien nutice detivered hersunder
shall be actual delvery of the notice ta ihe adklress of e party tw be notified specified In accordance witly this agreement, or
10 the telecopy, facsimile or telex wnchine of such paety, The secomd or any responsive nutice shail be deemad delivered when
deposited In the United States mall oz at the offlice of the courier or telegraph service, or upon trznsmittal by telex, telecopy
v facahinile, ur when persunally delivered to the party to be aitled, provided, that when reaponse 1a required witlin 24 or
48 hours, such response shall be givea orally or by weiephone, telex, telecnpy ot other facsimile within such petiod. Bacl party
shall lave the right to change ita nddress ar any time, and from thue t time, by giving written notice thereof to sl other
particy, If o porty is not available to receive wotics orally or liy telephone when o party atempps 1o deliver = patice requiced
wr be delivered within 24 ar 48 hours, the aatee mey be delivered in writing by any ather method specified hetetn and shall
be deemed delivered in the same masner provided above lor any sesponsive notice.
ARFICLE XIIE
TERM OF AGREEMENT
This agreement shall remaks in full farce and affcer as 1o the 06 and Gas Leases snd/or Oil and Cas Interests subject
lierety fut the perfod of time selectad belvwr; proviled, uowever, no party hereto shall ever be canstrued ey having any righe, Lide
or interest in or t any Lease or Ol and CGos Tnterest contributed by sny othier party beyond the term of this agreement.
8 Opiion Mo, t; 5o fang as any of the Qft snd Gas Leases subject w chis agreement remein or are continued in
Torce as ta ang part of (he Coutenet Aren, whether by praduction, extenafon. renewal or ntherwise.
B —Bption-Mor2r-in-theeventthewefl-described-fa-Aeriele 3 Aueapy-cubsequent-sall deillad-unds
of this zgrecment; resudts in the Completion of a well as a well capalite of production of Qil and/or Gay
quantlties, this sgreement shull continue in force 30 fuag ns any such well is capable of pro
additional perlod of dnys thereafter; provided, however, i, privg
_ additional perigd, one or mare of the parties hereto are engapged in deiliing,
Plugging Back, testing or atempting o Complete ar Re-complete a
continue In force wdil such aperationg bave heen compleie

aying
i, and for an
e expiration of such
rking, Daepening, Siderracking,
or wells hersunder, this agreement shal)
! il productivn results therelrom, this agreement
shall contimre {0 furce as provided beredn, T the 2y e well described fu Ardcle VLA, ur any subseguent wefl
drilled herennder, resulta in a dry hole, g Aﬁjtc;cr welt 15 copoble of pradecing O and/ur Gas from the
Comrace Area, this egreement I termsimate unless  deilfing, eepening, Sidetracking, Gmmlu!ing, e
completing, Plugging Dac ewnrking aperationg are commenced within taps from the
dzte of abnndon saith wel, “Alandonment” for such purposes shall mean either (i) n decision by oll parties
ant to zﬁct any further operations on e well or (i) the elpse of 180 days from the conduc of any
[ i 3

The termtuntlon of this agreement shall not relieve any pety herews from any expense, lubility or other obligstien or any
remedy therefor which has accrued or attached prioe w the date of such terminadon,

Upan teenination of this agrecment and the satisfrction of alf obligations hereunder, in the event 3 memorandumn of dis
Operating Agreement hins been flled of record, Operstor Is authorized to file of tecord in all necessary recording offices a
natice of terminatian, ard ench patty hereto agrees to execote such 8 notice of termdnation as o Operator’s Inierest, upon
request of Operator, if Operator has satlsfied afl its fineacial obligations. 'P

. ARTICLE X1V,
COMPLIANCE WITH LAWS AMD REGULATIONS Lo T

4§

;
. i
. "lti:‘II: agrecn:!ullt shiall bo subjact 10 the appiicatle Inwa of tie state in which the Contract Ares is lucated, to the Lq-mles
?“ ons, and orders of any duly constitmed regulatory body of said stete; ond to al other apphicable fed fal, star '
wnd local faws, ordinances, rules, regulations and ordecs, o
B. Governing Law:

»

1 !

Thiz agreement and o motters Hertmi eretn, includin Mt Mg mitad to msteers of L]
] il [{{ P ll!‘lls h to, includi 1§ hu t limi t teer F sl
]ml'iu"nance, bl‘!!Bc]l, remedies, procedures, l'ishls, dutles, sl lmerprclalion o constriction i

’

" shal ,
determined by the law of the state in which the Contract Aren is located, IF the Contract Aren is in {w‘;’e}sﬁ

the law of the state of Wyoming
C. Regulatary Agencies:
Notising herein contalned sholl grane, or be construed to

shall govern.

‘ gront, Operator the clght or authorkty K ""WEW‘ P Ebl sk iy
tights, privileges, ot obligations which Non-Operatoty may have under federal or state laws or undep; mjp;;n g:gql;‘i;;nﬁ;;i
Vealhig il iand: At Dol
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orders prasnuigated under such laws In relerence o ofl, ges snd mioeral operations, incuding tie focatlon, operation, ar
peroduction of wells, o tesces offsetting or adjacent to che Contract Ares.

With respect to the operations hereunder, Non-Opetrators agree to relerse Operator fram eay and all losses, dumng'es,
injurics, claims end causes of action stlsing out of, incident o or resulting directly oc Indirectly from Operator’s lmc(prellanlml
ar applicstion of rules, rulings, regulutions of orders of the Department of Boergy er Federa! Brergy Regulatory Connalssion
o7 predecessar ar succeasor agencies o the extent such interpratation or application was made in good faith and does not
canstitute gross negligence. Tach Non-Operator fasther ageess ta reimburse Operatoe for suchr Non-Operator's share of
productitin or any refund, fine, fevy or other pavernments! sanction that Qparator waray be reguired to pay as a result of such
an incoreect Interpretation or application, together with Interest and penshies therean owing by Operator a5 a result of such
Incorrect Interpretation oc applicatiya,

: ARTICLE XV.
MISCELLAMEOUS
A. Bxecution: )

This agrecment shall be biading wpon escli Non-Operator when this agreement or s counterpart theteol has been
executed by such Now-Operator end Operator noewithseanding that this agresmend is aot then or therealter executed by afl of
the partles 1o which it is tendered or which ace listed on Bxhibit “A™ as owning an Interest in the Cantract Acen or which
awn, in fact, 2n interest in the Contract Ares, Operator may, howaver, by written notice o afl Non-Operators wha have
become bound by this sgreement as aforesald, given at any titne pelor to the actual spud date of the Initisl Well but in no
event later than five days prior to the date specifled In Asticde V9A. for cammencement of die Initial Well, teeminate this
ngreement if Opecator in dts sofe discretlon determines that there s lnsniflcient pacticipation to justily commencement of
drilling opetation, In the event of such a tepmination by Operstor, nll further oblgations of the parljes hereundear shalf coese
a5 ol such termingtion, fn the event sny Non-Operator has advanced or prepuid say share of drilling or other costs
hereundar, all sums so udvanced shall be reened o such Non-Operator without hieerast, In the svent Operatur procecds
withy drifling aperativos for the tnitial Well withont the execution herenf by all persons listed an Bxhibit "A" as loving o
current wotking interest in such weil, Opecator shali indemoify Non-Operatars wlth respecr to sl costs incarred for 1l
Initial Weli which would have bren charged to such person under this agresment if such person had executed the same and
Operator shall cecelve all revenues which would have been received by such peeson under this agreement if sach person had
executed the aame.

B, Successars and Assigna:

This agreement shall be binding upon and shall invee to the benelic of the patties heseto and thele respective heirs,
devisees, legal represeatatives, successoes and assign, and die tertny hereof shall be deemned to tun with the Leases or
Interests tncluded within the Conteact Area.
€. Counterpacta: »

This Instrument may be executed In any mumber of cuunterpects, each of which shall be considered an origina! for slf
purposes,

D). Severnbiliny:
y Tor tha purposes of mssuming or refoceing thils agreeittent ns nn execwtory contract putauont to fedecat bankepiey lavwas,
:|:|: :greemcm shzH not he‘severlhlc‘, bt rnli:er muat be assumcd oc refected o ity entirety, and the fallire of any pocty o
greement t comply with all of its linancial obligatluns provided herein shall be a mnterial defaule,
ARTICLE X VI, :
OTHER PROVISIONS

SEE ATTACHED PROVISIONS




ARTICLE VI
OTHER PROVISIONS

The following terms, conditions and pravisions are hereby nd'dcc‘l {o this D'pcrnting Agfg:r;ent. I_n ﬂ:;
event thnt some of these leems, conditions wnd provisions create an ambiguity or ata i con.ﬂlct ;v; L:E|meo
tenns, conditions and provisions of this Operating Agreement, tha fotlowing shall prevail and control.

i. Statements and Billings:

Notwithstanding any provision contained herein or In any exhibit ntt‘achad lo the contrary, it ig
specifically agreed between the parties hereto that Qperator shall be required to rtlmdcr statements and
biltings only to the undersigned partics for costs and expenses churgeable to Lh‘e:r interesis as st:.L out
herein. Any party who disposes of a part of its interest to greater Ehan two assignees, shall be snlel_y ‘;_
. responsible for invoicing and collecting from his nssigns:es; provided, however, such party snd %us

assignees moy designate in writing a new parly from their group, acceptable to Operator,' o receive
stntements and billings and pay Operator for costs and expenses chargeabie to {he entire interest
originally credited herein to such party,

2 Required Operations. :

Notwitbstanding the provisions of hiz Agreement and particulacly Article VI, if any proposed operations
are necessary to cither maintain a lease covered by this Agreement in force or to earn a {ease or pn.rt i
thereof under an agreement which would otherwise expire unless such operations are conducied, Lllwn in E
licu of being penatized under Articte VEB.2.(n) and (b), ench Non-Consealing Party shell assign to

Consenling Parties aff of such Non-Consenting Party’s right, title and inlerest in and to the lease or

. . i
portion thereof or such agreament which would be lost or not earned if such operations were not L
conducted,

Such assignment shall be due prompily upon receipt of a written request from the Consenting Parties, ‘
and such nssigrment shell be free and clear of ot overiding royalties, production payments, morigages,
liens and other burdens and encumbronces placed thereon by the assigning party or resulting from ils

ownership or operation of such leage or interest which is not a joint obligation of the peries, but
olherwise without warranty of title ither express or implied,

If the assignment iz in favor of mare than ane parly, the oasigned intorest shall be shared by the

Consenting Parties in the proportions that the interest of each bears to (o interest of all Consenting
Parlies unfess atherwise agreed Lo in writing,

Operations that are necessary to either maintain n fease covered by this Agreemant in force or to eam a
lense or part thereof under an agresment which would otherwise expire unless operations are conducted,

shall be defined as operations that are proposed within six (6) monthis of {he date the lonse or agreement
would otherwise explre,

The application of this provision will be avoided if any of the signatory parties o this Agteement or their
designnlcd_ agent shall secure an extension ar renewal of the lease covered by this Agreement, or i
Operator or its destgnated apent sholl secore an exiension or renewal of an agreement to eorn a lease or

[
part thereof, Such extension or renewal shall be secured prior to the ruaning of ke tine period described
in Article VLB.1,

3, HNon-Payment of Rentals: ' |

In the event any party fails and/or is unable Lo pay its share of the delay rentals on any of the Jands in the
contract ueea within sixty (60) days alter receipt of a statement by Operator, Operator shall notify the
defaulting party, in writing, of its unpald account, The defatslting party shatl therealter have thirty (30}
days from receipt of such statement in which o remedy the default plus any interest penally which has
been assessed to the unpaid nccount pursiant to Paragraph 3, Article 1, Exhibit "C" (COPAS Accounting
Pracedure}, attachied hereto, In the event the defaulting porty {ails to pay within the thirty (30) day time-

- pesiod specified hereinabove, Uia defanlling parly shall promptly assign o the non-defaulting parties all

" of such defaulling party’s right, titfe and interest it and Lo Lhe lease or leases {n guestion. During (he
tolal ninety (90} day lime period specified herein, an interest penalty shall be assessed to the nnpaid
balance pursuant o Paragraph 3, Article T, Exhibit "C" (COPAS Accounting Procedure), attached hercto,

i
1
i
P

ARTICLEIMY 117L7/97




Bankruptcy:

If, following the granting of reliel under {he Bankruptey Code toany party ht_:relo rs debtor Lhereslml(lier,
this Agreemnent should be held to be an executory contract wilhin the mening of 11 1.5.C. 2?6 , lhen
the Operator, or (if the Operator is the deblor in bankeupicy) any other party, shalf be entitled 19 8
delermination by debtor or any trustes for debior within thisty (30) day‘s {rom th.c daie an‘order for reliel
is entered under the Bankraploy Code as to the rejection or assumption of this Operaling Agreement.
In the event of an assuntption, Operalor or suid ather party shalf be entitled to adequaic assurances as

to future performance of debior's obligation trerounder and the protection of the interest of nit other
partics,

Security:

The lten and seourity Interest granted by each Non-Operatar to Opcrafor and by Opera.tor to the Non-
Operators under Arlicle VILB shall extend not only to such party's ofl and gas rights in the Conlract
Asea (which for greater cestainty shall inctude aff of each party’s leasehold interesi and la?nset}oid estte
in the Conlract Aren)}, the cil andfor gas when extracted and eguipment (as mentioned in said Amc.le)
but also to ait accounts, contract rights, inveniory and general intangibles constituting a past of, refafing
to or arising oul of said oil and gas rights, extracted ofl and gas and said equipmeont or which are
otherwise owned or held by any such party in the Conteact Arca. Furiher, the fien and securily interest
af ench of snid parties shall extend to all proceeds nnd products of nil of the properly amli collaleral
described in tiis paragraph and in Lhe Joint Operating Agreement o5 being subject to soid lien and
securily Interest. Any party, to the extent it deems necessory (o perfect the len and security interest
provided herein, may fie this Qperating A greetnent { or & memorandurm of this Operaling Agreement
ot other notice of lien) as a lien or mortgage in the nppliceble real estate records and as a financing
‘stalement with the proper officer under the Uniform Commercial Code. Further, each party agrees on
request of any othier party, to execute any financing statement, continualion statement or memorandum

of this Gperating Agreciient necessary in order to perfect the scourity inlerest and lien hereby granted
under the applicable Uniform Commercial Code or slale recording law,

Rights Suspended:

1 o lien conferred in Artiole VILB has been enforeed, for so long as the affected party remains in default
it shal Hiave no furllier access to (he Coniract Are or knlormation obtained in connection with operstions
hercunder and shall not be entitled to vole on any malter hereundsr. As {0 any proposed operalion in
which it vtherwise would have the right to participate, such party shall have the right to be 4 Consenling
Parly therein: only iF it pays the amount it is in defmlt before the aperation is commenced; otherwise, it
aulomatically shall be deemed » Non-Cangenting Parly to that operalion,

" Payment Defaults:

Notwithstanding, and in sddition to, Article VII,, Item B, second paragraph, it is understood and agreed
that if any party fails and/or is unable to pay its share of expense within ninety (30) days afler receipt
ol a statement Ltherefor by Operator, the non-defoulling parties, including Operntor, shall individually
v colleclively hiave Lhe option, afler wrtllen Nolics of Default to the dofaulting parly, io pay the unpaid
amount in the proportion that the interest of each such putly bears to the inlerest of ell such parties, and
acquire the defaulling party’s interest, except thet the defoulting party shall have thirly (30) days after
receipt of "Notice of Defaull” in which to pay the account in full, including interest, An interest penalty
shall be assessed to the unpaid balance as pravided for in Paragraph 3, Article I, Exhibit "C" (COPAS
Acco.unting Procedure), attached horeto. In addilion o the unpaid amount and the interest penalty
associated therewith, Operatar shall be entitled (o receive Grom the defoulling parties one bundred percent

(100%) of the attorney fees wnd associaled costs of filing the len and collection from the defaulting
party.

Third Porties:

Any proposal received by the Partics hereto from a third party not subject o (his Agrestnent, which
affects lands that are subject-to this Agreenicnt, shati be trented o5 if such proposal was made by a Party

hereto und therealer sholf be subject 1o the non-consent or stand-out provistons provided in the Joint
Operaling Agreement.

The Parties he‘reto lflka cognizance of the [act that any of the Parties hereto may enter into operating
ug-rce‘ments _wu!l third parties affecting all or a portion of the Coniract Ares and agreo that,
notwithstanding the existence of such other operating ngreements or the apparent applicahility thereof

ARTICLE.URL 11/17/97

!
t
%
I



) {
. 1{a operations conducted tereunder, the obligations between the Parties hereto shall be governes and %
controlled by this Agreoment as may be applicable, :

Notwithstanding the foregolng, for e avoidance of doubt, .boﬂl Lance and .Ulirat co?I;iE:m}‘t::;i:I:;
leaseliold interesis held by each throughout the Hobaclk Basin are the sole property c: ! eb” o
such tnterests and that any farmout, or olher simllar arrangements wherehy “1p|nr ly SuD ! gaﬂ .
arising aut of its working Interest {s financed by a third party shall relate so e.y 0 ala party
interests. The interests of (he other may not he included in such arrangements without the express
consent of both Lance and Ultra.

9. Change of Qperator:

Nalwilhstanding anything to the cantrary contained herein, 'm‘lhe event the Operator zl;hnll agsign all of

ils inferest in the oil and pos interests in the Contract Area subjecl hcre(? '0. any pn:l)f(les} other than an I
AlGliate, tho Operator shall be deemed lo have resigned and the non-assigning Palt.y(:'cﬂ shall select lhe \}
successor Operator per Article V.B.2, and assume the dutics, responsibilities and Habilities of Operalor. |

L
[
10.  Defouliing Purty: . |

in addition to Uhe oplious set Forth in Article VILD,, in the event the dcfnu!iing pmjly las‘conlinued to
foil o dischmrge any (nancinl obligation wunder this Agrecment for o pericd .of six (6) nllcmlhs from
roceipt of notice of such defult, the interest af the defnulting perty shall be subjeet Lo forfeiturs, ‘Upou
reccipt of natice by the defaulling parly of such forfeiture, the defulting party shakt promplly assign all !_
of its interest In Lhe Contact Area to the non-delulting party or prrtfes and such defaulling party shall i
have nio furlher poceds to e Contracl Area, The non-defaulting party or parlics aceepting asyigmment

ol the Forfeiled interest shall promptly poy all sums owed by the defaulting party which remain unpaid
at the ime of e forfeiture.

I
1L Priority of Operations. :

Where a well nuthorized wnder the terms of this Agreement by nll parties (or by less than all partics undor
Arlicle VLB.2.} hag been drilled Lo its Objective Depih or to its authorized depth and the parties
paiticipating in the well cannot agree upon the sequence and Liming ol further operations regarding such
well, the following elections shall controt in the order enumerated below:

L An efection lo do ndditional fogging, coring or lesting;

2, An election to allempl 1o compleie the well al the deepest objective depth;

3. An election to plug back nnd atlempt lo conplete the well at 2 shallower depth, with multiple
plug back proposals being considered from tie deepest doptl and then In ascending order;

4, An election to deepen the well, with multiple decpening proposals betng constdered from the
shallowest depth and then in descending order;

3. An election to sidotrack the well;

g. An election to perform other operations in the well;

Au election {o plug and nhandon the well,

Notwithstanding any provision herein (o the, conlrary, il during tie limie Uie participaling partics wre
considering any of the above elections, the hole is in such & condition Ut it te opinion of the Qperalor
n rensonnble and prudent operator would not conduct lie operations contemplated by the perticular
election involved because of (he possibitily of placing the hole in jeopardy or losing same prior (o
compleling the well, such clection shall not be given Lhe priority hereinabove sel forth, Inglead, the
operalion which is less likely to jeapardize the well in the opinion of the Operator will be conducled, [t
is furlher understood Wiat if some, but not all, parties elect to participate in the sdditional logging, coring
or testing, they iy do 5o, and all cost of sume shall be borae by (he parlicipaling parlies equally rother
than on the basis of their working inlerest, ond the parly or paclies not parlicipating in such additional

logging, coring or lesting shall not be entitled-to the logs, cores or the resulls of the Lests but shall suffer i‘
no other penally, '

Sale, Transfer or Disposilion of Inlcrest,

Mo gale, fraisfer or olher disposition of nny Interest in the oll and gas lensehold interest covered by this
Agrcm.nenl shall be effective as to Operator or the ollier parties herelo unlil the Gest day of the montl;
following ilie month in which (i) Operntor recelves an nuthenticated copy of the instrument evidencing
such sate, lransfer or other disposition and (i) the person receiving such feagehold Inierest hias become
kegnlly obligated by instrament satisfaclory to Gperator Lo observe, perform and be bound by all of the
covenanis, tenms and condilions of this Agrecment. Prior to such effective date aloresaid, neither
Operator nor any other pruty shall be required to recognize such sale, transfer or other dispcs’ilion for

ARTICLEURY 11/17/57
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14,

15.

16.

17.

any purpose but may continue to deal exclusively with the parly who stbjected suclt leaschold interest
10 lhis Agreement in nll malters wnder this Agreement including biflings. No sale, lrnnsl’ct: or olher
disposition of on inlerest subjeet to this Agreement shall refieve a party of its obligations prior {o the
alfective dale aforesnid. Further, no sale, trunsfer ot olher disposition shall relieve any party of ils
linbility for its shnrs of costs and oxpenses which may be incurred in any operntion to whiich such porty
{1as previously areed or consented prior to the eflective date aforesgid: Such operation shall include but
not be fimiled ta the drilling, testing, completing and equippiug, rewarking, recompleting, sidetracking,
decpening, plugging back, or plugging and nbandonlng of a well even though such operation is
performed sfler said clfeclive date, subject rowever do such parly's ripht to elect nol to perlicipate in
completion operations under Articte VLB, and Option No. 2 of Article VILD.I. provided such consent
wiis not previously given, Nolwithstanding any provisions of this Agreement Lo the contrary, Operutor
will nol be required o recognize ity sale, transfer or other disposition of an interest unti! all billings with
respect lo such interest have bzen paid in [ull,

Payment of Royalties, Qverriding Royalties and Otlier Burdens,

I€a purchaser of any oil, gas or othor hydrocarbons produced from the Contract Area declines Lo make
disbirsements of all royallies, overriding roynities, and other payments out of, or; with respect {0,
production which are payabls on the Contenct Aren, Opernlor may, wpon request of Nou-Operator, mike
such disbursements on behall of said Now-Operaior, provided Non-Operator shnll execule such
documenls as may be necessary in the opinion of Operator Lo ennble Operator Lo receive ell payments
for oif, gas or other hydrocarbons directly (rom said porchaser, In thal evenl, Operalor will use ils best
cfforls to make disbursements correctly but will be liable for incarreet disbursement only in the event

of gross or willful negligence. Non-Operator shofl reimburse Operator for the reasonable expenses
incurred by Operator in making such disbursements.

Invalid Provisions,

. In the event any provision contained in this Agreoment is contrary o pny law, rule, regulation ar order
and is held to be invalid, void, illegal or unenlorcenble in any respect, the parties shall either modify the
provision lo properly conform with such law, rule, regulation or order or delels such provision rom s

Agreement, and in cither cnse the renwining provisions hereof shall remain unaffected and will continue
in full force and effeet.

Headings,

The hendings and captions used in this Agreement are inserled Far convenience of reference only and
shall not be a part of, or controt or alTect the menning of, this Agresment,

Notwithstanding anything to the contrary contained herein, this Agreement shall amend
and restate the Joint Qperating Agreements dated September 13, 1999 (the *1999 JOA™)
and January 25, 2001 (the “2001 JOA™) insofar and only insofar as the 1999 JOA and 2001
JOA cover the Contract Aren of this Agreement, and shall supersede and replace all other

previous Joiut Operating Agreements in their entirety with respect to the lands described
herein as the Contract Aren.

The parties agree that, with respect to the Contract Area,
te the expiration of the time to elect to participate in an
other rights, including the right to the non-

operations may commence prior

¥ well without relinquishment of
consent penalty,




A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

1 [N WITNESS WHEREOF, this agreement shall be effective asofthe 30th . day of_ June .
2 2005,

: ATTEST OB WITNESS: OPERATOR

! UL TRA RESOURCES, INC.

; Tab MK
7 / ak /M L8y A
. Type of psint ngme !
8 Title ‘ ! F
4 s—
9 Date (— f’L 5/6 2
Tax 1D or §.5. Na.
10
NON-OPERATORS
11
LANCE OIL & GAS COMPANY, TNC.
12 .
13 By
14
Type or print name
15 Title
Date
16
17 Tax ID or S.5. No,
i8
ANSCHUTZ PINEDALE CORPORATION
19
By »ﬂ %W%
20
U Type or print hame
- Title o1
Date {Ql‘ZE’[aS'
= Tax D or 8.5. No,
24
25
. By
T 26
27 ' Type or print name
Title
3 Date
29 Tax {D or §.5. Ne,
30
31
2 By
e T A P CoLT T Type or print name - &
n Title
14 Date
Tax ID ar S.8. Na.
35
kL]
37

- 18-




A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1989

R WITNESS WHEREOF, this agreetnent shall be effective as of the 30th dayof June

2 2005
ATTEST OR WITHESS: OPERATOR
ULTRA RESOURCES, INC.
B {
] ¥ :
* . ;
Type or print name
3 Tile i
Date ‘%
Tax ID'or .5, No. i
|
NON-OPERATORS . :
LANCE O1L & GAS COMPANY, INC,
12 o
By W
Mk R Pty Atiombulagat___dn”
Type ar print name
15 Tale
Date ﬁ ol 3 o Or ‘
16 L
o b wss.No,__B7=/43.778% |
i
ANSCHUTZ PINEDALE CORPORATION
t9
n By —
il Type of print nume
Title
2
Dk —
B Tax 1D or §.5. No.
24 ‘
25 . 3
° [
I
By “:
26 {
5] _ Typs of print name ‘[
Title |
. Date
19 Tax ID or 5.5, No.
£l :
k1 |
n i
2 ¥ |
’ Type of print name i
2 ' Date ‘

Tax I3 ot $.5. M.




0
2
22
23
24

.2
26
27
8
29
30

3

32 .

13

1

15

36

7

A.AP.L FORM 610 - MODEL FORM OPERATING AGREEMENT - 1983

ACKNOWLEDGMENTS

Note: The following farms of acknowledgment are the

shart forms approved by the Uniform Law on Notarial Acts.

The validity and effect of these forms in any state will depend upon the statutes of that state.

Acknawledgment in representative capacity:

Stateof(l.{lhliﬂ.égg )
} ss.
County of QQZLQM

This ingtrument was acknowledged before me on

tofag Jos

Mefain leu "
g

{Seal, if any)

oy $30N Exprres Juna 1, 2093

Acknowledgment in representative sapacity:

State af }
) sa.
County of H

This instrument was acknowledged before me on

by

"Tiths (and Ranky _$ D0 hﬁfq_ b\ﬂol |
My commission expires; b , ! ‘ H9

W)

(Seal, ifany)

Acknowledgment in representative capacicy:

suteof Dad O )
58,
County of )

This instrument was acknowledged befora me o

Sone Q‘Q.r BOOA

by

of LANCE OJL & GAS COMPANY, INC.

Title {and Rank)

My commission expires:

Wilkiam. Mxﬂxef

e %TAW

as

(Seal, if any)

Mycummmsxpm June 1, 2009

tidetand ey ko bty U BIC

-19-

My commission expires: ___( /] I} ) ’Z




20

2

22,

23
T
15
i
27
28
29
0
A

3

'3

32
35
36

37

AAPL. FORM 610 - MODEL FORM OPERATING AGREEMENT -’1989
ACKNOWLEDGMENTS
Note: The FoHowing forms of acknowledgment are the shott forms approved-by the Uniform Law on Notarlal Acts,

The validity and effect of these forms in any state will depend upon the statules of that state.

Acknowledgment In representative capacity:

State of

) 38,
County of )

Thin instrument was acknowledged before meon

by i as

of ULTRA RESOURCES, INC.

{Seal, if any)

Title (and Rank)

My commission expires:

Acknowledgment in representative capacity:

st or Lol oraoler
Yas.
County of D_m(/g ) ' ]
This knstriment was ecknowledged before ms on
,lfu by WMA— z ‘ p ‘Cé?f'n as
; 7 /

of JANCE Q1L & GAS COMPANY, INC.

LT 1 PP W WP W
‘ L
GRETCHEN M DARNAY t
: st Nefary Public b Titte (ay(gRank) _2 Z@f@;} P (fév(r c
ot [ 3
® of Golerado 3 My glmmission expires: /[~ A0 '7

" Acknowledgment in representative capacity:

State of }
}ss. .
County of }

This {nstrurment was acknowledged befure me on

by as

of ANSCHUTZ PINEDALE CORPORATION,
(Serl, if any)

Title (and Rank) _

My eommission expires:

=19




EXHIBIT "A"

{ ted June 30, 2005, by and between
to and made a part of thal certain Operating Agreement da K ‘
SE%EgEggSRCES, INC'.J, as Operator, and LANGE CIL & GAS COMPANY, INC,, et al., as Non-Operators.

1, Lands Subject to this Agreement;

Township 32 Narth, Range 109 West, 6% .M,
Section 18: lots1-9

Sectlon 27: NW/4
Section 28: NE/4
Section 35: N/2, SE/4

Township 33 North, Range 109 West, 6% P.M.
Sectlon 16; SW/4, SW/4SE/4

2. Restrictions, If any, as to Depths, Formations or Substances:

None

3. Parties to Adreement with Addresses and Telephone Numbers for Notice Purposes:

Ultra Resources, Inc,

304 Inverness Way South, Suite 295
Englewnod, CO 80112

Attn: Tab McGinley

Telephone; 303-645-9816

Fax: 303-708-9748

Lance Ol & Gas Company, Inc,
1099 18" Street, Sulte 1200
Denver, CO B0202-1955

Attn: Director of Land
Telephone: 303-252-6235
Fax: 720-264-0489

Anschutz Pinedale Corporation
555 17" Street, Sulte 2400
Denver, CO 80202

Attn: Pam Kalstrom
Telephone: 303-298-1000
Fax: 303-299-1518

Page 1 of 2
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Exhibit "A" {continued}

4, Percentage Ownership of Parties to this Agreement:
42.50%
Uttra Resources, Inc. : 15 20%
Lance Ol & Gas Company, Inc. prp
Anschutz Pinedate Corporation

100%

Except as to the Qwnership of the following wellhore Interests that are subject ta certaln nen-
consent penalties and that are herelnafter defined: -

Well Name(s)  Ultra Resources, Inc.  Lance Oil & Gas Campany, Inc. Anschutz Pinedale Carporation

BPO/APC BPO/APO BPO/APO
Gannelt #13-16 50.00%/42.50% 0.00%/ 15.00°A:-;l 50.00%[42750%
Mesa #3-35d 42.50%6/42,50% 0.00%/15.00% 57.50%/42;50%
Mesa #4-35¢cd 0.00%/42.50% 26.086957%/15.00% 73.913043%/42.50%
Mesa #3-18d 50,00%/42.50% 0.00%/15.00% 50.00%/42.50%
Mesa #6-18 0,00%/42.50% 26.08696%/15.00% 73.913040%/42.50%
Gannett #11-16 0.00%/0.00% 0.00%/15.00% 100.00%/85.00%
Mesa #16-35d 50.00%/42,50% 0.00%/15.00% 50.00%/42.50%:
Mesa #16-35¢d 50.00%/42.50% 0.00%/15.00% ~ 50.00%/42.50%
Masa #2-35 50.00%/42.50% 0.00%/15.00% 50.00%/42.50%
5.

Oil and Gas Leases and/or O# and Gas Inferests Subject to this Agreement;

BLM Lease Na.:

WYW-135123
Lassor USA .
Lessee; Ceney, Inc.
Description: ONLY INSOFAR AS IT COVERS: _
; Section 18: Lots1-9
Gross Acres: 297.79
Net Acres: 297.79
BLM Lease No.: WYW-06286
Lessor: UsA -
Lessee: Donald B, Anderson
Description: ONLY INSOFAR AS IT COVERS:
Township 32 North, Rangs 109 West, §™ p.M,
Section 27: NW/4
Sectlon 28: NE/4
Section 35:. N/2, S5E/4
Gross Acres: 800.00
Net Acres: 800.00
State of Wyaming ~ . : ’
Lease No.: ST-WY-94-00293
Lessor: State of Wyoming
Lessee: Cenex, Inc.
Description:

Gross Acres:
Net Acres:

ONLY INSOFAR AS IT COVERS:

Township 33 North, Range 109 West, 6% p.M.
Sectlon 16: SW/4, SW/4SE/4
200.00

200.00

Page 2 of 2
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THERE IS NOT AN EXHIBIT “B” TO THIS AGREEMENT.




Recommended hy the Coundl

of Patroleum Accountordy
Kl 601, o

HOX 8OO Suctaties [1
TULSA G 74T

: - il

EXHIBIT“C”

June 30 2005
Attached to and made a part of that certaln Operating Agreement dated , .
by and between ULTRA RESOURCES, INC., as Operator, and LANCE OIL & GAS COMPANY, INC,, et al, as
Non-Operators. ’

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definltions

"Ipint Property” shall mean Ulie real and personal property subject to the ngreement to which Lhia&Accuunting Procedure
1s attached.

"Jpint Operations” shall mean all aperations necessary or proper for the development, operation, prolection and mainie
nance of the Joint Property. o - ,

“Joint. Account” ghalt r[r)mu{ the account showing the charges paid and credits received in the conduct of the Joint Opera-
tions and which are to be shared by the Parties. .

“Operator” shali mean the party designated to conduct the Joint Operations.

“Non-Operators” shall mean the Pariies to this agresment other than the Dperator,

“Parties"” shall mean Operator and Non-Qperators. L L . .
“First Level Supervisors” shall mean those employees whose primary function in Joint Oqel'atmns is the du'ect_ supervision
of other employees and/or contract fahor direclly employed on the Joinl Property ina l'le]d operatmg capacily.
"Tachinical Fmplayees” ahall mean those employees having special and specific engineering, geologqu! or other profes.
sional skills, and whose primary function in Joint Operatiens ia the handling of specific operating conditions and problems
for tiie benefit of the Joint Properiy.

“Parsonal Expenses” shall mean travel and other reasonable retmbursable expenses of Operator’s employees,
“Material” shall mean personal property, equipment or supplies acquived ar held for use on the Joini Property,
"Cantrotfable Material” shall mean Material witich at the time is 5o classified in the Malerial Classification Manual a
most recently recomnmended by the Council of Petroleum Accountants Societies,

Siatement and Billings

Operatar ahall bil! Non-Operators on or before the inst day of each month for theh_‘ proportionate sh{u'e of the Joinl Ac-
count for the preceding month. Such bills will be accompanied by atatements which identify the autherity for expenditure,
teage or facility, and all cliarges and eredits summnarized by appropriate classificationa of investment and expense except

lihul ilema of Contrallable Materinl and unusuat eharges nnd credits shall be separately identified and fully deseribed in
detail,

Advances and Payments by Non-Operators
A, Unless otherwise provided for in the agreement, the Operator may require the Non-Operntors to advance their
- ghare of estimated cash outlay for the succeeding month's operation within fifteen (16) days after receipt of the bill-

ing or by l_he. firat day of the month far which the advance is requived, whichever ig later, Operalor shall adjust each
monthly billing to reflect rdvances received from the Non-Operators.

thirty (30) *2% abave
B.  Ench Non-Operator shall pay its propertion of all bills within fifteerr¢t5) days alter receipt. If pagment is et made
within such time, the unpaid balance shall bear interest monthly al'the prime rate in effect at _Bank of |
America an the lirst day of the month in which delinquency occurd plus 1% ot the maximum
contract rate permitied by the applicable usury laws in the state in which the Joint Property is located, whichever
ia Lhe lesser, plus attarney's fees, courl cests, and other costa in connection with the collection of unpaid amounts.

Adjustments

Payment, of any sach bills shall not pr-ejtidice the right of any Nen-Operator to protest or question the correciness thereof:

provided, however, all bills and statements rendered to Non-Operators by Operator during any calendar year shadl con-
clusively be presumed t

: ed to be true and correct after twenty-four (24) months following the end of any such calendar year,
-~ urless within the snid Lwenty- r

o o wih ] faur (24) month period a Non-Operator fakas written exception thereto and makes ciaim on
perator for ndjustment, No adjustment favorable lo Operator shall bs made ynless it is made within the same preacribed
period, The provisions of this

. paragraph ahall not prevent adjustments resulling from a physieal { ; q
Material as provided for in Section V. o y © i P niventory of Gontroflable

COPYRIGHT® 1985 by the Council of Petroleum Accountants Societies.
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Audits

| ice in weili Non-Operators, shall have the right o audit Opert
- . upon notice in wriling te Operator and all ather : all _

A &rr?;ﬂ:cggf:xu;ng pr?en:mr'ds refating tngthe Joint Account for any calendar yezr E‘-Vltliizdtgiﬁ:}?nnm !'eoxat:;‘fiﬂlt}hzlgir:}]
period following the end of such calender year; pravided, however, the mal?mglod ;?n al i ‘ra e e el
far the taling of writlen axceplion to and tha mljl;ﬂln[':]en Lﬂonf aciglr!:tqhi?l':1(-:1vkléeeve:; Irr:aas:nalile hdard L:nnduci,

1ore Mon-Operaters, the Non-Uperalors i : ;
i S 1 e o o i, s b e S Rt S L
tion of the Non-Operators’ audit cost ineurred under Lhia pRIBETAY l fU‘eratnr e e tamation o
ucted more than ance each year without priar approval P . ‘ 5
igiﬂnggl& :Ftizn?)pere:ttm. and shall be made at the expense of those Non-Operators approving such audi.

B. The Operator shall reply in writing & an audit report within 180 days after veceipt of such report.
Approval By Non-Operators

i - i ly required under other sections of i
Where an approval or other agreement of the Parties or Non Opgrators is express t f
Accufmting |:1,"]:1"Dcedwe and if the agreement to which this-Accounting Pracedurs is attached contains no contrary provision

in regard thereto, Operator shall notiy all Non-Operators of the Operator's preposal, and the agreement or approval o
a majarity in interest of the Nen-Operators shall be controlling an all Non-Operators.

11, DIRECT CHIARGES

Operator shall charge the Joint Account with the folfowing Hems:

L

Material

Eeological and Environmental

Costs incurred for the benelit of the Joint Property as a result of governmental ar regulatory requirements o satisfy envivon
mental considerations applicable to the Joint (perations. Sucig costs may include surveys of an ecological or archazologica
nature and pollution control procedures ag required by applicable laws and regulations. .

Hentals and Royaltles

Lease rentals and royalties paid by Operator for the Jaint Operationa.

Laber
and related expenses . . .
A A{D Yataries/and wages of Operaior's field employees directly employed on the Jaint Property in the conducl of Join
Qperations.

(2} Salartes of First Level Supervisers in the field.

{3) Salnries and wages of Tachnicnl Bmployees directly employed on the Joint Property if such charges are exeluded
from the overhéad rates,

{4}

Salaries and wages of Technical Bmployses either temporarily or permanently assigned to and direetiy employed
in the operatian of the Joint Property if such charges are excluded from the overhead rates,

Operator's cost of holiday, vacation, sickness and disabifity henefits and other customary allowances paid te employees
whose salaries and wages are chargeable to the Joinl Account under Paragraph 3A of this Section EE. Buch costs under
this Paragraph 98 may be charged on a "when and as paid basis” or by “percentage assessment” an the amount aof

§a|aries and wages chargeahle to the Joint Aceount under Paragraph 3A of this Section 11. If percentage assessmeni
is used, the rate shall be brsed on the Operalor's cost experience.

Expenditures or contributions made pursusnt Lo assessments imposed by governmental authority which are applicable
to Operatar's costs chargeable to the Joind Account under Paragraphs 3A and 3B of thia Section 1.

Pergonal Expenses of those employses whose salaries and wages are chargeable to the Joint Account under Paragraph
3A of this Section II.

Employee Benefits

Operator's current costs of established plans for employees’ group Hife ingurance, hoapitalization, pension, retirement, stock
purchase, thrilt, bonus, and ather henefit plans of a like nature, applicable to Operator's labor eost chargenble to the Jaint

Account under Paragraphy 8A and 38 of this Section 1T shall be Operator's actua! cost not to exceed the percent most recent-
Iy recommended by the CouncH of Petraleurn Aecountanta Socielies. '

Malerinl pitichitied of furnished by Operator for use an the Joint Property ns provided under Bection TV, Only such Matorial
shall be hurchased for or Lransferred tn the Joint Property as may be required lor immediate use and in reasanably practical
and censiatent with efficient and qeonamical nperations. The ecumulation of surplus stecks shall be aveided.

Trangportation

‘Transporkation of employeey and Material necegsary for tire Joint Operations but subject to the following Hmitations:
A. 1f Material is moved to the Joint Property from the Operator's warehouse or other properties, no charge shall be made

to the Joint Aceount, far a dislance greater than the distance from the nearest reliable supply store where like material
ts normally availeble or vailway receiving point nearest the Joint Property unless agreed to by the Parties.

-2~
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1.

1.

12,

18.

ld-i

6,

‘Communicallons.” © 7. T '.

il

B. [f surplus Material is moved to Operator's warehouse or olher starage point, ne charge shall be made to the Joint Ac-

count for a distance greater than the distance to the nearest reliailzle supplydsfr:;grﬁyw;lé:r;;ii;re;n?‘}:ré;;;zen:;z;?llg
ivi i i ep 5. §
ilable, or railway receiving point nearest the Joint Praperty unless agre
Eg:dfw tha Joint A{:cﬂunt for moving Material to other properties belonging to Operator, unless agreed to by the
Parties.

ieati 1 im harge actual trucking cost is available
., Inth lication of subparagraphs A and B above, the aption to equalize or charg .
¢ \\rf‘|1enetrrll1rr]spa::ct€:1;l charge [is ﬁirl%ﬂ or less excluding accessorial charges. The $400 will be adjusted o the 2mount most
recently recommended by Lhe Council of Petroleum Accountants Societles,

Services

The coat of contract services, equipment and ulilities provided by outside sources, excent services ex;:iuded h;{ P?ruﬁra|.|!1
10 of Section H and Paragrapli i, il, and ii, of Seetion 11, The cost of professional consultant services and con 'rst ser-
viees of technical personnel directly engaged on the Joint Properiy if such charpes are exciurled from the overhen mt.esi
The cost of professional consullant services or contract aervices of technica! personnel not silrectly engaged on the Join
Proprerty shall not ba charged to the Joint Account unless previously agreed to by the Parties.

Equipment and Facilities Furnighed By Operator

A, Operator shall charge the Joint Account for use of Operator owned equipment and faciljtaea at rates commensurate
with eoala of ownership and eperation, Such rates shall include costs of maintenance, repairs, ather operating expense.
insurance, taxes, depreciation, and interest on gross inveatment less accomnulated deprecialion not to exceed
__twelve _ percent{_ L2 %) per annum. Buch rales shall not exceed average commercial rates urrently pre-
vailing in the immediate area of the Joint Property.

B. In lieu of charges in paragraph 84 above, Operalor may elect to use average commercial rates prevailing In the immedi-
ate area of the Joint Property less 20%. For antomolive equipment, Operator may elect to use rates published by the
Petroleum Motor Trangpert Association.

Damages and Loages to Joint Properly

Al costs or expenses necessary for the repair ar replacement of Joint Property mnd_e necessary because of darnap:es' o Josses
incurred by fire, flood, atarm, thefl, accident, or sther eause, except those resulting from Operator's grosy negligence ar

wiilful miscanduct. Oparator shall furnish Non-Opernior written nolice of damages or logses incurred ns soan as praciicahle
after a report thereof hag been received by Operator.

Legal ixpenye

Fxpense of handling, investigaling and settling litigation or cieims, disehnrging of Hens, payment of jidpements and
amoutia paid for settlement of claima incurred in or resulting from operalions under Lhe ngreament or necessary Lo protect
or recover the Joint Property, except that no cherge for services of Operator's legal sialf or fees or expense of oulside attar-
neys shall be made unfess previously agreed to by the Parties. All ather lexal expense is considerad to be covered by the
overhead pravisiong of Section 1[I uniess olherwise agreed to by the Parties, excapt as provided in Section [, Paragraph

LR
Taxes

All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the operation thereof,
or the production therefrom, and which taxes have heen paid by the Operator for the benaflt of the Parties, If the ad valo-
rem taxes are based in whole or ir part upon separate valuations of each parly's working interast, then notwithslanding
a_r!ythmg to the contrary herein, charges to the Joint Account shall ba made and paid by the Parties hereto in accordance
with the tax value generated by each party's working interest.

Insurance

Net premiums paid for insurance renuired to be carried for the Joini Operations for the protection of the Parties. in the
event Joint Operghiqua are canducted fn n state In which Operator may act as setf-inaurer for Worker's Compensntion s/
or Employers Liability under the respective atate's Inws, Operalor may, at its election, Include the risk under ila aell-
maurance program and in that event, Operator shafl incjude a charge at Operator’s cost not-to exeeed manual raies,

Abandonment and Reclamatlon

S{l::ll]s i_r!t;curred for abandenment of the Joint Praperty, including cosis requived by governmental or other regulaiory
ority,

Cost of azquiring, leasing, installing, aperating, repairing and maintaining communication systems, including radio and
microwave [acilitles directly serving the Joint Property. In the event communication [acilities/systems neeving the Joint

Praperty are Operator owned, charges to the Joint Aceount shall be made as provided in Paragraph B of this Section 11,

Other Expenditures

Any cther expenditure not covered ar dealt with in the f i fal thi i i
is of divect benefit ko the Jof i e foregoing provisions of this Seetion I, or in Section U1 and which

Operations. nt Property and is incurred by the Operator in the necessary and proper conduct of the Joint
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1, Uverhead - Drilting and Producing Operalions

i,

B.

As compensalion for adminialralive, supervigion, of lice services and warehouging cosla, Operator shall charge drilling
and producing operations on cither:

{X) Fixed fate Nanis, Parageaph 1A, or
( ) Percentage Basis, Perngraph 10

Untesn ntherwise agreed in hy We Muellen, such charge shall he in liatt of cosls and expenses of all offiees an‘d mln‘rws.
or wages plug applicable burdens anid expenses of all persenned, exeepl thnse dllrecug thargeahle under |! m-;\;}'r nl‘v].
1A, Section 11, The coal sndd expense af servines from oulslre sources in eannection with mallers of taxation, 13 u.[rﬂ
necomiling ar matters before or nvolving governmenial ngencies ahatl he considered as included m.thn nverbews] ratns
provided for In the above selecled Marngraph of Lhia Section 11f unless such coat and expense are agreed Lo iy Ly
'arliea ng n direct charge lo the Joinl Aceount. .

1 D
"The snlnries, wages and Peraonnt Bxpenges of Technden! Bmplayees and/or the cost of professional conaullanl services
H i H . 3 i ' .
and eontraet servicen of technien! personnel directly employed on Uie Joint Property:

( }rhall he covered by the overhead rates, or
{ X shall not be covered by Lhe overlrend rales.

;
‘The sataries, wages and Peragnnl Bxpenses of Technical Bmployeen and/or eosls of nrofessinnal eonsuiinnl sorvices
nnd contract services of Lechnicnl peraonnel either tempararily or permanently assigned lo and directly employed in
the aperalion of the Joint U'roperty:

() shal! he covered by the overhead rates, nr
{X) shall not be cavered hy the overhead rates.

Overhiead - Fixed Rate Basis

{1) Uperntor shall charge the Jaint Account at the following rates per well per montl:

*

Drilling Wel Rate § 22983 % as of July 21,.2000, subject to the
{Prorated for less than & [ul month) _ escalation provision provided for

Producing Well Rate § goo ¥ at Section IIT.1.A(3) below.

(2) Application of Overhead -~ Fixed Rale Baris shall be as follows:
{n} Drilling Well Rate

1y Charpes for deilling wells shall begin o Uin dnte 4he well is apudded and terminale me de dale Lhe deill
ing rig, cumpletion g, or ather uniia used in conypletion of the well is releaserd, whichever is Inter, exeept

that no charge shall e made during suapenslen of drilling or completion.operations for Orieen (15) or
rore conseculive calendrr days,

(2} Charges for wells undergoibig any type of workover or recamplelion for a period of five {5} conseculive
wark dnya or inore shall he madea at the drilling well rate. Such chargea shall be applied for the prriod
from date workover operntions, with rig or other unils nsed in workover, esmmence Wirongh date of vig

or olher unit relense, except Lhat no charge shall be made during suspension of eperationa for fifloen
{156} or mare congeculive calendar days.

{4} Producing Well Rates

(1} An aclive well either pradecen! or injected into lor any portion of the month shall be considered as a one-
well eharge for Lhe enlire month,

{2) Fach nclive completion in @ muttl-completed weH in which production is not commingled dewn hale shall

hie considerad as n one-well charge providing each completion i conaiderad a separate well by the govers-
ing regulatory authority.

(3} An innctive pan well shoi. in harnesn of overproductlon or failure of purchaser to lake the production shall

be ]mnsit}ered as a ohe-well charge providing the gns well is directly connectad to a permanent snles
oullel,

(4}

A one-well charge shall be made for the month in which plugging and abandonment operations are eain-

plg[v'lf on any well. Thiz nne-weil charge shntl be made whether or not the well has produced excapl when
drilling well rate applies.

(5} Al ather inkctlve wells {invluding bl nol Fimited to fanetive wells covered by

‘ y unit allpwable, fease allow-

. able, tranaferred atlgwable, ete.) shall not.gqualify (oran averhend charge,

{3) The well rudes ahalt bie ndjusted na of the flest, day of Apeil ench yene
L which thia Acoounling Provediere I ntinched, The ndjestmant shall be ecomputed by mulliplying the vate eor-
rently in use by the percentage incrense or decroase in the average weekly enrnings of Urude Potealoitm nl {inn
Production Workers for te Inat calendar yenr compared Lo the ealendar yoar precading as slown by tha index

of avernge weekly earnings of Crude Petroleum and Cna Production Workers i i
Lrepnriment of Labar, ' oriers as pebilished by the United Sintes

Bureat of Labor Stalistics, or the eqnivalent Canadian index as put jati
i ) : q, K . publighed by Statisties
ﬁ:;rgﬁ:g‘.tns applicable, ’lhe_ sddjuated rales shall be the rates currantly in uge, plus or minus the compuled n:l-

fallowing the effective dale of the agreement

Overhead - Mercentage Banly

(1} Operator shall charge the Joint Account at the {ollowing rales:
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{a} Development

Percent { %} of the cost of development of the Joint Praperty exclugive of costs provided
wnder Paragraph 10 of Saction {I and all salvage credits.

(Iy) Operaling

Percent { %) of the cost of operating the Joint Property exclusive of coals provided under

Paragraphs 2 and 10 of Section 11, ult salvage credits, the value of injected guhstancea pur"chasecf for secondary
recavery and all taxes and assessmenld which are levied, assessed and paid upon the mineral interest in and
to the Joint Property.

@

—

Application of Overliead - Percentage Baglks shall be as follows:

For the purpose of determining charges an = percentage bhasis under If’aragrnnh 18 of this Section [H, development
ahall inclnde all costs in eonnection with drilling, redrilling, deepening, or any re::nedgal operations on any or a
wefla involving the use of drilling rig and crew capabie of drilling lo the producing interval on the Jaint Prop-
erty; also, preliminary expenditures nacessary in preparation for drilling and 'expenc.iitures n}curred_ in abandoning
when the well iz not comnpleled as a praducer, and orlginal cost of construction or installation Inf r|3(ed assets, the
expansion of fixed assets and any other project elearty diseernible as a {lxed asset, except Majar Construction as
defined in Paragraph 2 of this Section f1, All gther costs shall he considered as operating.

2. CQverhead - Major Consfruction !

To compensete Operator for overhead coats inenrred in the congtruction and instatlation of fixed nssets, Lhe expansion of
fixed assets, and any other project clearly dlacernible as a fixed asset required for the deve‘lopment and aperation of yha
Joint Property, Operator ahall either negotiate a rate prior to the beginning of construction, or shall charge the Joint
‘Account for overhead based on the following rates for any Major Construction project in excess of § _23.000__ ;

A. w___s_,___ % of firat $E00,000 or tota! cost if less, plus

3
B. > %of cosls in excess of $100,000 but less than $1,060,000, phua
C.——2 %ot costs in excess of $1,000,000.

Total cost shiall mean the gross cost of any ene project. For the purpose of this paragraph, the companent parls of a aingle

prn,liegit ghall nat he treated separately and the cost of drilling and workover walls and artificial 1ift equipment shail be
axciuded.

3. Catastrophe Overhead

To tompensate Operator for overhead costs incurred in the event of expenditures resulting fram # single occurrence due
to oif spill, bEanut, explogion, fire, storm, hurricane, or other calastrophes a3 agreed o by the Parties, which are necessary
lo restore the Joint Property lo the equivalent condition that exiated prior to the event causing the expenditures, Operator
shelt either negotinte a rate prior to charging the Joint Account or shall charge

: the Joint Account for everhend based on
the following rates;

A3 %of total costs through $100.000; plus

B.o._ 3 _

% of total cosls in excess of $100,000 but less than $1,000,000; plus
2

C. % of total eosts in excess of $1,000,000.

Expenditures subject to the overheads above will not be reduced by insurance recoverie i
siong of this Section I shall apply. et erias, and no ofher overliezd provi:

4,  Amendment of Rales

The overhead rates provided for in this Sectio i
k € ! n [ may he amended from time to time only by motual agreement hetween
the Parties hereto if, in practice, the rates are found to be insufficient or exceagive.

IV. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

Operator ia responsible for Joint Acoount Material and ahall make :

proper and timely charges and eredits for all Material mave-
m_’i?rlts n:lii?‘tl&fi‘tthﬁ Jlnlnt. Property. Operator shall provide all Material for use on the Joint Properiy; however, at Operator's
e dli ::. llnta)y' be supplied Ly the Non-Operator. Operator shall make Limely dispesttion of idle and/or surplus
Operator. may urghﬂa I;?ml.gl:nrda either through saie to Operator or Non-Operator, division in kind, or sale to oulsiders.
Charaioe g gie Bfn-e.f ut ghall be under no obiigation to purchase, interest-of Non-Operatora in durplus conditisn A or B
al. The posal-of surplus Controllable Materiai not purchased by the Operaior shall be agreed to by the Parties,

I.  Purchases

M P ;
aterial purchased shall be charged at the price paid by Operster after deduction of all discounts received. Ir case of

Material found to be defectiva or v
: t ' i i
T e defc receivedeb:rrshe:(;:gre;‘tggr for any other reasons, credit shall be passed to the Joint Account

2. Transfers and Dispositions

Materia! furnished to the Jeint Pro i
s | perty and Material transferred from the Jaint Propevty ov disposed of by &l
unless otherwise agreed to by the Parties, shall be priced on the following basis exclusige of ca;}h eieiscoun{mhe Operator
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A. New Material (Condition A)
(1) Tubular Goods Other than Line Pipe

i i lced at Iastern mill published
oods, sized 2% inches OD and larger, except line pipe, nhs}li be price
(H}E;r'frlyggrh%sgd;rices effeﬁtive as of date of mavement plis Lra.nsportatmn coat us;:}gi the E:}Iﬂﬂ[}lpf:;;dr:&r:orﬂ
woight basis to the railwny receiving point nearest the Joint Property for w 1;:11 pl;)ﬂ (1501{?( b r‘nil  for
tubuiar goads exist, 1f the 50,000 pound rail rate is nob offered, the 7'0,000 pound or 90, : pouYnun il rals
may be used, Freight charges for tubing will be ealculated from Leruin, Ohlo and casing from Young .
Ohio.

i i i H the mill bage of that mill plus frans-
F which are special o one miil only, prices shalt _be computed at | ¢ i :
© pr?:tgfi:qﬂeinsl fram Lhzrllt mill to ihe railway receiving point nearest the Joint Prnperty as pruwde{;l a‘liol\':"g Ir;
Paragragh 2.A.(1Xa). For transportation cost from points other than Eastern mills, the 30,000 poun Qil Fialc
Haulers Association interstate truck rale shall be used.

i int H i -ateck price, {.o.b. Houaton,
¢} Special end finigh tubular goods shall be priced at the lowest pu_hhsyed ouf-of-atoc
© Tgxas. plug transportation coat, using 0il Field Haulers Assuc!atmn interstate 30,000 pound truck rate, o
the raflway receiving poini nearest the Joint Properiy. ¥

i i i i i i -af-gtock prices Lob.
d) Macaroni tubing (size less than 2% inch OD) shall be priced at the Inwelai.lpul;hshe_d gut-o .
@ the supplier plug transportation costs, using the Oil Field Haulers As;socmtlon intersiate trpck rate per weight
af tubing transferred, to the railway receiving point nearest the Joint Property. :

(2) Line Pipe

(a) Line pipe movements (except size 24 inch 0D and larger with walls % inch and over) 30,000 pounds gr more
shall be priced under provisions of tubular geods pricing in Paragraph A.1)(a) as provided above. Freight
charges shall be caleulated {rom Lorain, Ohio.

() Line pipe movements {except size 24 inch OD and larger with walls % inch and over} less than 30,000 pounds
shall be priced at Tastern mill published carload base prices effective as of dale of shipment, pl;.m' 20 pereent,
plus transportation costs based on freight rates as set forth under provisions of tubular goods pricing in Para-
graph A.(1)(a) as provided above. Freight charges shall be caleulated from Lorain, Ohio.

{c) Line pips 24 inch OD and over and ¥% Inch wal and larger shall be priced Fo.b, the point of mangefacture

al current new published prices plus transportation cost to the raliway receiving point nearest the Joinl
Property.

(d) Line pipe, including fabricated line pipe, drive pipe and conduit not Hsted on published price Hsts shall be

priced et quoted prices plus freight to the rallway receiving point nearest the Joint Property or at prices
agreed Lo by the Parties.

(3) Other Material shall be priced at the current new pice, in effect at date of movement, as listed by a reliablfe supply

atare nenrest the Joint Property, or point of manufecture, plus transportetion coats, if applicable, to the railway
recelving point nearest the Joint Property.

(d) Ur!usegl new Material, except tubular goods, moved from the Joint Property shall be priced at Lhe current new
price, in effect on date of movement, as lisled by a reliable supply alove nearest the Joint Drapariy, ar poist of
plus transportation costs, i applicable,

manufaclura, to the railway receiving point nearest the Joint Property.
Unused new-tubulars will be priced as provided above in Paragraph 2 A (1) and (2),

B. Good Used Materiat (Condition B)

Material in sound and serviceablq condition and suitable for revse without reconditioning:
(1) Material maved to the Jeint Property

AL seventy-five parcent {75%) of current new nrice, ay determined by Paragraph A.

{2} Material uaed on and moved from the Joint Property

{a) At seventy-five pergent (76%) of current naw
charged to the Join

(b} At sixty-five percent (65%) of eurrent new price,

a8 determined by Paragraph A, if Malerial was; original]
charged to the Joint Account as tined Material, e

price, as determined by Paragraph A, if Materiz! wag ariginally
t Account as new Materin! or

(3} Material not used on and moved From the Joint Property

"L At séventy-five percent (T5%) of ctirrent naiw price as determined by Pafa;kra;:h A
The cost of veconditioning, if any,

shall be absarked by the transferving property,
GC. Other Used Material '

(1} Condition ©

Material which is not in sound und servi i i its origi

lateri ALk serviceable condition and not suitable for its original function until after recon-
rrl;:..r({:r?(x{?gni!;:ll b}:a ﬂrll;:Edhat fifly percent (%) of current new price as delermined by Paragraph A, The cost of
doés o Exceg; Caondi:if)nal!}gsgltt::a.the recelving property, provided Condition C valys plus cost of reconditioning
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i ing j i i igl la for some other purpose shall be
Material, excluding junk, no longer suitable for its original purpose, but usal_:t‘ .

priced on a basls c%mmensurate with {ts use. Operator may dispose of Condition I Material under procedvres
normally used by Operator without prier approval of Non-Operators.

, tubing, or deill pipe used as line pipe ehall ba pricedlals Grada'A an_ci B seamlass lline pipe of com-
a) g:gj:;ge size aB::d weight.l.:lgsed caping, tubing or driil pipe utilized e line pipe shall be priced at vsed line
pipe prices.

{2) Condition I

i i i i i d line pipe, e.g. power oit lines,

(h) Casing, tubing or drill pipe used as higher pressure service lines _than sf.angiar ! ,

) shall be priced under normal pricing procedures for casing, tubing, or dritl pipe. Upset tubular geods shall
be priced on a non upset basis.

{3} Condition B '

Junk shall be priced at prevailing prices. Operator may dispose of Condition I8 Material under procedures noc-
mally utltized by Operator without prior approval of Non-Operators,

D. Obsolete Material

Material which is secviceable and usahle for its original function but condition and/or value of such Materia! is not
equivalent to that which would justify a price as provided above may b speelally priced as agreed to by the Partles.
Such price should result in the Joint Account being charged with the value of the service rendered by such Material,

E. Pricing Conditiona

{1) Leading or unloading costs may be charged to the Joint Account st the rate of twenty-five cents (25} per hundred
weight on all tubular goods mevemants, in Heu of actual leading or unloading costs sustained at the stocking
point. The abave rale shall be adjusted az of the fivst day of April each year following Januery 1, 1986 by the same
percentage increase or decrease used to adjust overhand rates in Section 111, Paragraph 1,A(3), Each year, the
rate caleulated shall be rounded to the nearest cent and shall be the rate in effect until the first day of April pext
year. Such rate shall be published each year by the Council of Petroleum Accountants Societies.

{2} Material involving erection costs shall be charged at applicable percentage of the current knocked-down price of
new Material.

3. Premium Prices

Whenever Material i3 not readily sbtainable at published or listed prices because of national emergencies, strikes or other
unuau:lii causes aver which (he Operator has no control, the Operator may charge the Jaint Account for the requived
Materiat ab the Operator's aclual cost incurred in providing such Material, in making It suitzble for use, and in moving
il to the Joint Praperty; provided notice in writing is furnished {0 Non-Operators of the propesed charge prior to bifling
Non-Operaters for such Material. Each Non-Operator shall have the right, by so electing and notifying Operator within

ten days after receiving notice from Operator, to furnish in kind sl or part of his share of such Material suitable for use
and acceptable to Operator.,

4. Warranty of Material Furnished By Operator

Operator does not warrant the Materiat furnished. In ea i
: ) . za of defective Material, credit shall not be passed lo the Joint
Account ll!‘l.l.l»l adjustment has been received by Operator from the manufacturers or their agents, l

V. INVENTORIES
The Operator shall maintain detailed records of Controllable Material,

£ Perledic Inventories, Notice and Representation

t\ft'riaanpahle Intervals, Inventories ahnff be taken by Oparator of the Joint Acoount Controllable Material. Writlen natice
t])q in thon to take inventory shalt be given by Operator at least thirty (30) days before any inventory is fo begin 30 that

an-Uperatora may be represented when any inventory is taken. Failure of Non-Operators to be represented at an inven-
tary shall bind Non-Operators to accept the inventory taken by Operator.

2. Naconciiiation and Adjustment of Inventories

Adjustments to the Joint Account resultin inti L ithin ai

v t g from the reconciliation of & physical inventory shall be made within aix

:;r:.nnths following the taking of the inveniory, Inventory adjustments shall be made by Operator to the Joint Account for
erages and shortages, but, Operator shall be held accountable enly for shortages due to lack of ressonabie diligence.

3. Special Inventories

‘Hpeclal inventorios ma}:'r-ba taken v;h e ¢ . - L o ' C
enever there is ahy aale, change of intereat, or ¢hanga of Operalor in the Joint Propert:
:TLI ::;‘“I:es\gti {i‘;:iqorbmi ;-ia:;tzes!?lling (t;:itaotiry u'; nther Parties as quickiy aa possible after the tranaler of intereszpti!k:‘é
- cases, aetler an i p
of Operator, all Parties shell be governed ;yD;L:ch ?::::;:L!'.he governad by sueh inventory, In cages involving a change

4. Expense of Conducting Inventories

A, Thee i i : b .
parﬁenglenae of conducting perlodic inventories shail nat be charged to the Joint Account unless agreed Lo by the

B. The expense of conductin i
i . & apeclai inventories shall be charged to the Parties requesti i i i
ventaries required due to change of Operator shall he charged to the doint Acmﬂ.met. ng such inventortes, except in-
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EXHIBIT "D”

Attached to and made a part of that certafn Operating Agreement dated June 30

by and between ULTRA RESOURCES, INC.,, as Operator, and LA

, 2005,

Non-Operators.

_ Operator shall, at ail times while conducting operations on (e Lease, carry or

cause to be cacrled, or self-insure for, and charge to the Joint Account
premiums for:

i Warker's Compensation Insurance o cplnp]y w‘lth the Worker's
Compensation Acts of the State in which operations are conducted],

2. Employer’s Liabitity Insurance with a slngle lln_gii of not less than the
minhmum limits required by {aw inthe State(s) In which operatlons are
conducted or $1,000,000,00 per accident, whichever is {he grealest,

3. Aulomobile Public Liability and Properly Damage Insurance wilth

combined single fimit of not less than $1,000,000.00 for Lodlly injuries

or death and property damage. :

Such policies shall contain underwriler's waiver of subrogation in favor of lhe
other Partles to this Operating Agreement, If Operator elects to seif-insure,
Operator is authorized Lo charge manual premivms o the Joint Account.

Bach Parly shall at all Jimes while the Qpecating Agreement is In effect cairy ar
cause to be carried or self Insure for the following coverages pertalning 1o ity
share of the liability assuimed under the Operating Agresment,

1. Comprehensive Generat Liability Insurasdice, excluding underground
properly damage, with 2 combined single limit of not less than
$500,000.00 combined single limit per ccoursence.

Umbrella Liahitity with supplemental coverage In excess of the above in
the amount of $1,000,000,00.

S elt-Contronarance-withlimitsof notiess-tham#5;600;0600:60-
—having-a-deduetivle-eEnet-mare-than-$100,000-00~
4, Care, custody and control covernpe whh Hmils of not less than

$100,000.00, or in lieu of coverage, Broad Form Property Damage
endorsement,

Any Party Individusily may, at its own expense, acquire such addilional
insurance as it deslres; provided, however, that such Party shall make a good

fails effort 1o obtaln waivers by the Insurer of ail rights of subrogalion in avor
of the other Partles Lo this Operating Agreement,

Any and all l?sses not covered by insurance or which fall within the npplicable
policy deductible shall be barne by the partics hereto in the propostions of their

. respeclive interests in the project. Failure-ol any party o oblabn insuranca ag

NCE OIL & GAS COMPANY, INC., et al,, as

required under Exhibit "D" slral! not change (lint Parly's responsibllity for thelr

pottion of tie loss,

Contractors. Operator shall use reasosble efforts (o require all contraclors
working or performing services hereunder lo comply with Worker's
Compensations and Euiployer's Liability laws, both state and federal, and said’
cmt(rnctors_cr other pecforming services shall be required lo procure and
maintaln Comprehensive General Habllity insweance willy pollcy Hmits of at feast
.‘31,900.000 per oceurrence and sald policy, or policies shiadl include contractual
Hability assumed under any conlract as between the coniractor and Operatar,




and carry such other insurance as QOperator deems necessary, Allpolicies :
issued to provide coverage as provided for in Lhis section shall be endorsed to |
name (he Operaior and the Partles as additlonal insureds, All such policies shall |
be endorsed with a Waiver of Subrogation as against Operator and the Parlies,

If non-consent operations are conducted under (he terms of this Agreement, the
cost of insurance requirements lieceunder in regard to such operations, as well
a5 all losses, Habilities and expenses incurred as 4 result of such operation, shall
be (he burden of the parties pacticipating therein,

Each party shalt provide insurance certificates evidencing lhe above coverages
in item B (o the respective Parties of the Opernting Agreement,




. Underproduced Party-shall never be alfowed to make 1

EXHIBIT “E”

tdated _Juyme 30 2005,
Attached to and made a part of that certaln Operating Agreemen

by a(;ld hetween ULTRA RESOURCES, INC., as Operator, and { ANCE OIL & GAS COMPANY, INC,, et al., as
Non-Opetators.

GAS BALANCING AGREEMENT

Ownerghip of Gas Produciion ‘ .

(8)  Itisthe intent of the parlies that each party shalf have lha_flght tor take in kind and
separalely dispose of its proporlionete share of gas (inciuding casmg!.mad pas) produced
from each Well on acreage ("Conlract Aren) covered by the Operating Agreement lo
which this Exlibit is sttached ("Operaling Agreement").

(). Operator shall control the gas production and be responsible i'?r administering the
provislons of this Agreement and shatl make reasonable ufforls. lo deliver or cause {o be
delivered gas to the parties' gas purchinsers ag may be required in ordc'r to balance the
accounts of (he pariies in accordance with ihe provisions herein coulamed.' For purpases
of this Agreement, Operator shall maintain production accounts of the partics based upon
{lie nuniber of MMBtu'a aclually contained in the gas preduced from a paruculm:' Well
for each party's account repardless of whether sales of such gna are made on a wet or dry
basis. All references in this Agreement lo quantity or volume shall refer to the number of
MMBU's contained in the gas stream, Toward this end, Operator shall periodically
delermine or cause Lo be determined the Bty content of gas produced from each Well on a

congistent bagis and under standard conditions pursuant to any methed customarily used
in the industry. i

Balancing of Production Accounts

(a)  Any timoe a party, or such party's purchaser is not taking or marketing its Tull
share of gas produced from a particular Well ("non-markeling” parly}, the remaining
parlios ("markeling” parties) shall have lhe rigltl, but not the obligation, to produce, lake,
sell and deliver for such marketing parties' accounts, in addition lo the [ull share of gas to
which the markeling patlies are olherwise antitled, all or sny portion of tie pas
aticibutable {o a non-marketing paty. (Gas attributable to & non-marketing party, taken by
a markeling pasty, is referred to in this Agreement as "overpreduction®.) I there is more
than one marketing pariy laking gas attribulable to a non-marketing parly, each marketing
patty shail be entitled to take a non-marketing perly's gas in the ratio that such marketing

parly's interest in production bears lo the (olal interest in production of al! marketing
parties,

{b) A party that lias not taken its proportionale share of gas produced from any Well
("Underproduced Party") shall be crediled with gas in storage equal ta its share of gas
produced but not taken, fess its sharc of gas used in lease operations, vented or lost
("underproduction™), Such Underproduced Party, upon giving limely wrillen nolice to
Qperataor, shail be entitled, on a monihly basls beginning the moanth af leat thiny (30}
days following receipt of notice, to produce, take, selt and deliver, in addition to the fisl}
share of gas to which such patly is otherwise entitled, a quantily of gas ("make-up gas")
equal Lo fifly percent (50%) of the tolal share of gas aliributable to all parlies having
cumulalive averproduction (individuatly eafled "Overproduced Party")., Such make-up
ga9 shall be crediled against such Underproduced Parly's nccrued underproduction in
order of accrual, Notwilhstanding the foregoing and subject to subsection (g} below: (i)
an Overproduced Parly shall never be obli goted 1o reduce ils takes (o less than sixty
percent (60%) o the quanity to which such parly is olherwise entitled, and (ii) an
iderproduc underproduction during the
monilis of November, December, January and Fcbrunr)?. producton ding te

(€)  Ifthere i3 more than onie Undetproduced Parly desiring make-up gas, each such
Underproduced Party shall be entilled Lo make-up gag in the ralio thal such p

in production l‘sears lo the total interesl in production of all parlies then desiring make-up
ges. A.ny porlion of the make-up gas {o which an Underproduced Parly is entitled and .
which is not taken by sucl Un

derproduced Parly miny be taken b
Underproduced Party(ies). y et By any ofher

orty's inlerest
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4. 1f there is more than one Overproduced Patly required 1o fu'mlsh nmk;a-Up :;r:s,
eaclh such Overpraduced Parly shall furnist: make-up gas in the ratio ih?{ st;llc 1 par )lfus y
interest in production bears to the tolal interest in production of atl parlies |§npre? r "
to (urnish make-up gas, Except as pravided in (g) below, each OVErprodll?e arty t?\ y
Well shall be entitled, on a monthly basis, to ke its full sha_ra ofg,us .le.ss ils slmn; of { dle
make-up gas (hen being produced frons the particular Well in which il 1s overpro .uce .

(&) 1f Operator ln good Mith believes that an Qverproduced Party has recovered one
hundred percent (100%) of such Qverproduced Parly's 5hara‘of H;‘e‘rccovcmble reserves
from a Well such Overproduced Tarly, upon being notified in \tm(mg qfsuch nct by
Operatar, shatl cease laking gas [rom such Well and the remaining ]'mrlles shall be
entitted 1o take one hundred percent {100%) of such production unil the nccouutsluf the
parties are balanced. Therealler, guch Over-produced Parly ghall again have ﬂ.I6| right o
inke Hs share of the remaining production, if any, In accordance vg};lx the pravislons

3 heroin conlained, 1F such pacty disagrees wilh Operato ¢'s estimate’of recoverable
reserves, it shall notify Operator in writing within thirty (30) days of receipt of the |
contesled notice and Operator shall employ & recognized independent petroleum .
engineering firm ("engineer") to eslimale {he retmaining gas recoverable {rom such Well
The detenmination of such englneer shall be binding on all patties and shafl not be subject
to judicial or administrative chatlenge or appenl. If such engineer’s estimate of
recoverable gas is less (han or equal ta 120 percent of the Operatar's estimate, the
challenging parly shatl pay the costs of obtaining the englneer's estimate, 1f such
engineer's eslimale of recoverable gas is greater than 120 percent of he Operator's
estimate, e costs of oblaining such engincer's estimate shall be cliarged to (he joint
account of all paelies, 10 acluat production for ot feast twelve {12} monlhs indicates (it
Operator's priot eslimale restricting a parly's takes was incorrect, sucl: party shal! have the

right to request the Operator to reconsider and such reconsideration may be contested as
set forth abave, :

3, Cash Dalancing upon Depletion ,
(a)

If gas production from a Well ceases and no altempl is made o reslore

production (of substilute thercfor) within sixiy (60) days, Operator shall distribute, within
ninety (90) days of the date the Well last produced gas, a statement of net unrecouped

underproduction and overproduction and the months and years in which such unrecouped
production acerued (" final accounting™),

() Wilhin thirty (30) days of receipl of such {inel accounting, each Overproduced
Party shall remit to the Underproduced Parlies proportionatety as to their share of
underproduction, a sum of money {which sum shall not include interest) equal to lhe
amount aclually received by Overproduced Parly [or sales during the menih(s) of
overproduction, calculated in order of accrual but less applicable taxes and reasonable
costs of markeling and (ransporting such gas actually paid by such Overproduced Parly.
Such remiltance shall be based on number of MMBUu's of overproduction sud shall be
accompanied by a statement showing velumes nnd prices for each month with acerued
unrecouped overproduction. A copy of the statement will be furnished to the Operalar.

(cy . Opcralor assumes no linbilily with respect to any such payment (unless such
payment is atiributable to Operator's overproduction), it being the intent of the partics that
each Overproduced Party shall be solely responsible for reimbursing ench Underproduced
Parly for such Underproduced Party's respeciive share of overproduction taken by such
Qverproduced Party in accordance with the provistons berein contained. IFany party Tails
- to pay any sum due under (he lerms hereof afler demand therefor, responsibility for the

colicction of such sum shall rest with the parly or parties to whom it is owed, and
Operatar shall have no responsibility for collection,

(d) ) I.n determining the amount of overproduction for which settlement is due,
production taken during any month by an Underpreduced Parly in excess of such
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Under-produced Party's share shell be treated as make-up and shall be applied to reduce

prior deficits in (he order of accrual of such deficila.

(e} I refunds are later required by any governmental authority, each party shall be
accounlable for its respective share of such refunds as finally balanced hereunder,
4, Deliverability Tests :
At the request of any party, Operalor nay produce an individual.weli siream for a ‘
Deliverability test not to exceed sevenly-two (72) hours in duration {or such longer pe'nod
of time as may be mutually agreed upon by the parties) if requited under such requesting
party's gas sales or transportation contract.

5. Nominnfiens nnd Plpcline Imbalnneed

Each party shail, on a monthly basis, give Operator sulficient lime and dala to confirm
such party's nominalion to the lransparting pipeline(s) or, if Operalor has so agreed, lo
nominale such party's gas. If, for any reason, a party {aking in kind wishes (o change ils
nomination, such party sholl give the Operalor nollce one day (1) prior to such change.
Operatar shall make ressonable best effotts to keep each parly aking in kind informed of
changes in production volumes Ihat occur during each month. Any party receiving notice
of a Meilure of a market or the curlailinent of transportation on a pipeline shall
immediately nolify the other aflected periies of such occurrence, so that appropriale
adjustmenta in production or nominalions may be made. Ench parly (including Operator)
nominaling gas shall make its reasonable best efforts 1o comply with any Predetermined
Allgcation (PDA) or Operational Balancing Agreement (OBA) (hen in effect in an effort
to avoid pipeline imbalances and any fecs and/or penallies associated therewith.

. ! -
Should actual production not equal total nominations (except for normal day-to-day

fluctuations in production or markets), Operator shall attempt 1o limit pipeline
imbalances: ;

f
| '
i) Ona Well-by-Well basis, when nominations exceed production, Operalor
shall not be required 1o confirm nominations that exceed a parly's working Inlerest
share of productlon, aud
]
2) On a Well-by-Weil basis, when production exceeds nominations, Operalor

shall use its reasonable best efforts (o curlail praduction to lhe leve! of each

parly's nomination,

Except as and to the exlent caused by Operator's gross nepligence or willful misconduct,
Qpcralor shall not be responsible for any damage claimed by any parly or thicd parly or
for any fees and/or penalties associated wilh imbalances charged by aty pipeline (o any
pariy(iss), i ‘

6. Statements i

On or befare the twenly-fifih (25(h} day of the month Following the month of production
each party taking gas shall furalsh or cause to be furnished to Operstor a slatement of gu;
laken expressed in terms of MMDBIw's, If nctual velume information sulficient Lo prepire
such s_lﬂl.emen[ Is not made available to the tnking party in sufficient time Lo prepare it

such taking party shall nevertheless furnish a stalement of its good fith estimpte of ,

voluines Iflken. Within thicty (30) days of the receipt of all such stalements Operator
shall fumish to ’

Hmish to each party a statement of the gas balance among 4 les, i i "

total quantity of gas produted form eaci l'ém%':iliun’ in Ic'aél\'V\"J'é}I;l,' :ﬁeps:rl;i; g the

in operations, '."e“(Ed or lost, and (e tatal quantity delivered for each parly's account

gny efror or discrepancy in Operator's monthly stalement shal} be prompily re;mrted. lo

ari[]::‘:‘:::[ E(liluli Op?ral?r shall make a proper t}djusunenl thereof within thirty (30) days

o dls‘:: femlim?lmn of the correqt quantities involved; provided, hawever, that if no
pancies are reported to Operatar wilhin two (2) years [rom the dale of any

f:.?[l;:;nilllf, such slatement shall be concluslvely deemied o be correct, Additionally,
ot ,
_ operators shall furnish (o

ty (30) days from the end of ench calendur year, non-
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7.

10,

11.

12.

13,

14,
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Operatar, for the sole purpose of establishing records sufficient lo verlll;y c.as? bs:llttwlng 1
values, a statement reflecting amounts actually received on a monihly as:s olr alli o |
calendar year preceding the immediately cnnch‘tdad calendar year. Opein oar ts 1i3 |
allow a party to produce gas [or itz nocount during any month when such party |
delinguent in so fumishing the monthiy or annual staternenis.

Payment of Tnxes

Each parly taking gas shall pay or cause to be paid any and atl production, severance,
utility, sales, excise, or olher taxes due on such gas.

Operating Expenses )

The operaling cxpenseé are to be borne s provided in the Operating Apreement,
regardless of whether all parties are gelling ot uging gas or whetlier the sales and use of
cach are in proportion 4o their respeclive interest in sucl gas.

Overproducing Allewalile

Each parly shail give Operator sullicient (Ime and datg fo enable Operalo‘r to ma.ka
appropriate nominalions, forecasis and/or filings with the regulatory bodies laving
jurisdiction 1o eslablish allowables. Lach parly shall at alf times regulate its takes and '
delivertes from the Contract Area so (hat the Well(s) cavered hereby shall not be curtaiied

for over-producing he allowable production assigned therelo by the regulatory body
having jurisdiction,

Payment of Lenschold Durdens

Alnll times while gns is produced form the Contract Aren, ench purty ngrees (o make
appropriate seltiement of al} royallles, overriding royaliles and other payments out of or
in lieu of production for which such party is responsibie just as if such party were taking
or delivering to a purchaser such pary's full share, and such party's full share only, of
such gas praduction exclusive of gas used in aperations, venled or lost, and each party

agrees lo indemnify and hold each other party harmless from snd against all cloims
relating thereto, ’ '

Application {;f Agreement

1f separale ownership interests exist in different formations, Uie provisions of this
Agreement shall be separalely applicable and shall constitute a separale agreement with

respect lo gag preduced [tom each formalion in each Well for that Formation localed on
the Conlract Area,

Term
This Agreement shall terminate when gas production under the Operating Agreement

permanently cenges and the actounts of the parties are finally setlied in accordance with
the provisions herein contained.

Operator's Liabllity

Except as otherwise provided herein, Operator is autharized le adininisler the provisions
a.f (his Agreement, but shall have no liabilily {o the other parties for losses sustained or
lml{ili ly incurred which arise aut of or in cotneclion with the performance of Operator's
du-l:es hereunder except such as may result from Operator's gross nepligence or willful
misconduct.

Audits

Each Party hiereto agrees {o maintalis mionthly records as to the valutnes and prices of gas .
sold, the volumes of gas used in its own operations, and (he royally paid on such gos used
by {aud} Party tnils own operations. Any Underpraduced Party shali have the right for a
p?rfod of }wo (2) years after receipt of payment pursuant lo a final accounting and after
giving wrilten notice to all parlies, lo audit an Overproduced Party's accounts and records
relaling to such payment, Any Overproduced Party shall have the right for a period of
two (2) years alicr leader of payment for unrecouped volumes and upon giving wrillen
notice to all parties, lo audit an Underproduced Party's records as ta volumes. The parly

PRGE & OQF B,
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conducting such audit shall bear lts costs of the pudit. Additionally, Operator shall have
the tight for a perlod of two (2) years after recelpt of an annual slalement from &
nan-operator under paragraph 6 afler giving written nolice to the elfected non-operator, lo

audit such non-operator's accounts and records relating lo such payment. Costs of such
audit shall be borne by lhe joint account,

15,  Suecessors nnd Assigus

Thie terms, covenants, and conditions of this Agyeement shall be binding upon and shall
inrre to tie benefit of the parties and to their respective successors and assipns, and may
be nssigned in whole or in part [rom time to lime; provided, however, that (s) any such
assignment shal! be muide subject to this Agreenent and s among the parties shall not be
valid withonl the express wrillen acceplance of the lerms of Lhis Agresment by the
Assignee; (b) the Assignee shall ncquire such interest subject to any overproduction
and/or underproduction imbalances existing at such time as well gs any cash balancing
obligation creatled thereby, and (¢) no such assignment shail relieve the Assignor from

any obiigation to the other parlles wilh respect 1o any overproduction laken by Assignar
prior to such assignment, ‘

1

16. Liguefiable Ifydroenrbons Not Covered under Agreement

The parlies shall share proportionalely in and own all liguld hydrocarbons recovered with
the gas by lease equipment in accordance wilh their respective interests.

17, Arbliralion

Any controversy or claim arising out of or relaling to this Agreement, or the breach
thereof which cannot be settled by negotiation, shall be settted by mediation adiministered
by (he American Arbilration Associntion in accordance with its Commercial Mediation
Rules. Should the matter not be resoived by mediation within ninety (90) business days
following the submilttal of the malter o medialion, then the purties herelo shall be free to

seek other dispute-resolwtion procedures, including, withowut limilation, arbitration {upon
ihe agreement of the parties) or ftigalion.

BALANCE OF THIS PAGE IS LEFT BLANK.
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EXHIBIT “F”

Attached to and made a part of that certain Operating Agreemert dated __June 30 , 2005,
by and between ULTRA RESOURCES, INC,, as Operator, sid LANCE OIL & GAS COMPANY, INC,, et al,, as
Non-Operators.

NON-DISCRIMINATION AND CERTIFICATION
_OF NON-SEGREGATED FACILITIES

The Parties shai! be bound by and agree to comply with the non-discrimination
* provislons as contained in Section 202 of Executive Order 11246, dated September 24,
1965, and the rules, regulations and relevant arders promulgated pursuant thereto, as
amended, superseded or supplemented in whole or in part, ,

Each of the Parties will furnish alt information and reports required by sald
Executive Order, and by the rules, regulations and orders of the Secretary of Labor, or
pursuant thereto, and will permit access to its 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.

Each of the Parties certifies that it does not maintain or provide for its employees
any segregated facilities at any of Its establishments, and that it does not permit Its

employees to perform their services at any location, under its control, where segregated
facilities are maintained.
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EXHIBIT “H"

- 0, 2005, by and
Attached to and made a part of that certaln Cperating Agreement dated June 30, !

between ULTRA RESOURCES, INC., as Operator, and LANCE OIL & GAS COMPANY, INC,, et al., as Non-
Qperators,

MEMORANDUM OF OPERATING AGREEMENT
(and Mortgage and Financing Skatemant)

KNOW ALL MEN BY THESE PRESENTS:

THAT, ULTRA RESOURCES, INC, (or such other party who may hereafter be designated and serve as
Operator under the terms of the betow-meationed Operating Agreement), herelnafter referred to as

... "Operator’, has entered Into an Operating Agreement with LANCE OIL & GAS COMPANY, INC,, ard
© ANSCHUTZ PINEDALE CORPORATION, as “Non-Operators”,

Such Operating Agreement Is dated June 30, 2005, as the same may have thgreafter bedn amended.
That such Operating Agresment provides generally for this jeint exploration, devefopment, and

production of of, gas, and other hydrocarbans lying in and under the fallowing described lands,
attached hereto, all in Subiette County, Wyoming.

That the Operating Agreement shall amend and restate the Joint Operating Agreements
dated September 13, 1999 (the “1999 JOA™) and January 25, 2001 (the “2001 JOA")
Insofar and only insofar as the 1899 J0A and 2001 JOA cover the Contract Area of this
Agreement, and shall supersede and replace all other previaus Joint Operating Agreaments
In thelr entiraty with respect to the lands dascribed herein as the Contract Area.

That the Operating Agreement provides that every sale, 'encumbrance, transfer, or other disposition
made by any party to the Agreement, shall be expressly subject to the terms and provisions of the

Operating Agreement and shall be made without prejudice to the rights of all other parties ko the
Operating Agreement.

Among other materfal provisions of the Operating Agreement, Operator is granted a first Hen upon
ali oll and gas rights of the parties In relation to the above-described fand and a securlty interest in
each party’s share of ail and/or gas when extracted and each party’s interest in all equipment. Such
lien and security Interest to secure payment of each party's share of expenses, together with interest,
attributable o the joint exploration, drifling, and production of hydrocarbons from the above-
described land, Operator is further entltled to exercise the rights and remedies of a setured party
under the Uniform Commerclal-Code. Upon default by any Non-Operator in payment of Its share
of expenses, Operator has the right, without prejudica to cther rights and remedies, to collect from
purchaser the praceeds from the safe of such Non-Operator’s share of ot andfor gas untit the amount
owed by such Non-Operator plus interest has been paid. Upon request by the Operator, non-
defaulting parties shall reimburse Operator proportionately for amounts owed by any other Non-
Operator (to the extent unpaid within sixty (60) days from rendltion of a statement). Each such non-

defaulting party who makes payment of fts share of the unpaid amount shall be subrogated to the

security rights of Operator mentioned above. The O i |
' . perating Agreement grants similar securi
rights to Nan-Operators to secure payment of the debts of Operator. v

To give further effect to the provisions of the Operating Agreement, each Non-Operator does hereby
grant unto Operator a first len and martgage In and to all of Non-Operator’s ofl and gas rights In the
Cantract Area, including alt its right, title, and interest in the ol 'and gas leases and the leasehold
estates In the Contract Area, and a security interest in all of Non-Operator's share of oil and gas
extracted and produced from the Contract Area and Non-Operitor's share and Interest in the
f:r?]:llpment used in the Contract Area, together with proceeds and products of ali of the foregoing,
. e;mgrtgsge aréd security agreement shaill secure payment of all Indebtedness which may (or has)
P te and owing to the Operator pursuant to the terms and conditions of the Operating

 Agreement, _Operator grants a simitar mortgage and security interest to each Non-Cperator.

AH“ pi-ospectlve assignees, mark
; gagees, or other partfes claiming some Interest or acquiting some
g}t?'_rzsg by, thr?jugh, or under any of the above-mentioned parties are put on fotice of thegpriority
erms and provisions of the Operating Agreement and are further advised that Operator may

now ar in the future claim a Wen agains X
Operating Amcemare. gainst one or mare of the Non-Operators under the terms of the
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MEMORANDUM OF OPERATING AGREEMENT (continued)

The Cperating Agreement contains other provisicns which imit and restrict the rights of the parties
in relation to their specific interests in and to oii and gas rights. A true and corrlect capy of such
Operating Agreement Is available for inspection during business hours at thg offices f}f Operator,
Further, Information as to amounts unpald by individual Non-Operators In relation to which Operator
presently dalms a lien and securlty interest, are available for inspection to all proper persons in the
offlce of Operator,

The Operating Agreement referred to above will terminate by its own terms pursuant to election
made in “Article XIII — Term of Agreement”,

This Memorandum ray be executed in any number of counterparts. Counterparts may be combined
to farm a single instrument for recording purposes,  All parties need not execute in order for the
Memorandum to be effective. Fallure of & party o execute s not intended to in any way fimit the
natice given by the filing of this Memorandum.

DATED this 30% day of June, 2008,

ULTRA RESOURCES, INC. (OPERATOR) '
By W

Name; ’ 4 6{ ;(

Tile: % F

STATE OF COLORADO §

§ ss
COUNTY OF bﬁ’dh)ﬂL_ §
The foregolng jnstrument was acknowledged before m thls ng_ day of L 2005,
s VAL S

Manansr
of ULTRA RESOURCES INC. );]3 Wyoming corporatlon, on behalf of the corﬂc}ratlon.

7
& J”m 1

Notary PU[‘.IIIC inand for the SEate of Colorado

My coMﬂmwmmem 1.2009

. LANCE OIL. & GAS COMPANY, INC, {NCM-OPERATOR)

By:
Name:
Title:

STATE OF COLORADO g

55
COUNTY OF ' §
E‘?e foregoing instrument was acknewledged before me this day of

2005
_ , @5 . r
. OF LANCE OIL & GAS COMPANY, INC,, a Delaware corperation, on behalf of the corporation,

Natary Public In and for the State of Colorado

My commission expiras;

SYAMMAgreamanta\PTNEDALE 20055 1 30A 1 SCPRA doe




MEMORANDUM QF OPERATING AGREEMENT (continued)

The Operating Agreement contains other provisions which limit and restrict the rights of the partles
In ralation to thelr specific Interests In and ta oll and gas rights. A true and correct copy of such
Operating Agreement fs avalfable for inspection during business hours at the offices of Cperator,
Further, Information as to amaunts unpaid by Individuat Non-Operaters (n refation to which Operator

presently clatms a llen and securlty Interest, are available for Inspection ta alt proper persens In the
offlce of Qperator. .

The Operating Agreement referred to above will terminate by Its own terms pursuant to election
made In “Article XII ~ Term of Agreement”,

This Memorandum may be exscuted in any number of counterparts. Counterparts may be comblned
toform a single Instrument for recording purposes. Al partles need not execute in order for the

Memorandum to be effective. Fallure of a party to execute Is not Intended to in any way limit the
natice given by the filing of this Memarandum, ’

DATED this 30" day of June, 2005,

ULTRA RESOURCES, INC. (OPERATOR}

By:
Name:!
Title:
STATE OF COLORADQ §
§ s¢
COUNTY OF g

The foregoing Instrument was acknowledged before me Ehis
by , as

of ULTRA RESOURCES; INC,, a Wyoming corporation, on behatf of the cerporation,

day of , 2005,

Notary Public In and for the State of Colorado
My commission expires:
_ LANCE OIL. & GAS COMPANY, INC, (NON-OPERATOR)

gy: - /
Tieet MarkR. Petry, A IndFact i

STATE OF COLORADO §
§ ss
COUNTY OF Pesmviea.  §
The foregaing instrument was acknowledged before me thfsé? f’_ﬂ‘day of o . 2005,
by ande, £, é&; . as e = e
o: LANCE EIE&‘GiSEgMEAﬂEIEC., a Delaware corporation, on behalf of the dorporation, - ot
4 GREYCHEN M DARNAY {
i Notary Pubiic }
) State of Colorado :

NWM State of Cator
My commission expires; 7 /2¢ /200 Vi
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MEMORANDUM OF OPERATING AGREEMENT {(continued)

ANSCHUTZ PINEDALE CORPORATION (NON-OPERATOR)

Ny

Name; ZHesins ¥ FHLLED
Title: SLEBasrT

STATE OF COLORADO - '§
§ ss
COUNTY GF DENVER g
'oregqing Instrument was acknowledged before me-ghis day of _S)_.__ 2005,
(ADJ“\n vy W\j wol _ L as esiden b

of ANSCHUTZ PINEDALE COIiPORATION a Colorado corparation, on behalf of the corporatlon.

otary “Public in and for the te of Co[orado

My coH‘!rFﬂE‘ﬁf&??%Wéﬁ“”“ 2

SALand\igreaments\PINEDALE 200RExh K 3Ok SCAPA doc




MEMGRANDUM OF OPERATING AGREEMENT (continued)

Ol and Gas Leases andfor O and Gas Interests Subject to this Agreement:

BLM Lease No.:
Lessor:

Lessea:
Description:

Gross Acres:
Net Acres:

BLM Lease No.:
Lessor;

Lessee:
Description:

Gross Acres:
Net Acres:

State of Wyoming
L.ease MNo.:
Lessor;
Lessaa;
. Description:

Gross Acres!
Nat Acres:

Silland\Agrermens\FINEDALE 2005\Ewh K YA 5CPPA.doc

WYW-135123

USA

Ceney, Inc.

ONLY INSOFAR AS IT COVERS:

Township 32 North, Range 109 West, 67 P.M,
Sectlon 18: Lots 1 -9

297,79

297.79

WYW-06286

USA

Donald B. Anderson

ONLY INSOFAR AS IT COVERS:

Township 32 North, Range 109 West, 6 P.M,
Saction 27 NW/4

Section 28: NE/4

Sectlon 35: N/2, SE/4

BC0.00

B800.C0

ST-WY-94-00293

State of Wyoming

Cenex, Inc.

ONLY INSOFAR AS IT COVERS:

Township 33 North, Range 109 West, 6" P.M,
Section i6: SW/4, SW/45E/4

260.00

200.00














































