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In re the Matter of the Application of Antero
Resources Corporation for Unit Operation
Application Date: January 20, 2016
Supplement Date: May 4, 2016
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THIRD SUPPLEMENT TO APPLICATION

On January 20, 2016, Antero Resources Corporation (“Antero”) filed a unitization
application for the Caddis Unit, pursuant to Ohio Revised Code Section 1509.28 (“Application”),
requesting an order authorizing Antero to operate the Unitized Formation and applicable land
area in Monroe County, Ohio (the “Caddis Unit”) as a unit according to the Unit Plan mcluded
with the Application, which was supplemented pursuant to a Supplement to Application filed on
March 25, 2016 and further supplemented by an e-mail from J. Taylor Airey to Sandra Evans on
April 5, 2016. This Third Supplement to the Application further amends and supplements the
Application in the following respects:

o The proposed number of horizontal wells to be developed within the Caddis Unit has
been reduced from four wells to three wells.

o The ownership interests within the Caddis Unit have been revised to account for
updates to title within the unit.

In connection with these revisions, please see the enclosed revised Application which
includes updated versions of: Attachment 1 and Attachment 2 Exhibit 3, Exhibit 4, Exhibit 5,

Exhibit 6, Exhibit 7, Exhibit 8, Attachment 3, Attachment 4 and Attachment 5.

Respectfully submitted,

AN /

Greghfy D. Russell (0059718)

J. Taylor Airey (0081092)

Ilya Batikov (0087968)

Vorys, Sater, Seymour and Pease LLP
52 East Gay Street

P. O. Box 1008

Columbus, Ohio 43216-1008

Attorneys for Applicant,
Antero Resources Corporation

5/03/2016 24463550 V.3
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STATE OF OHIO
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS RESOURCES MANAGEMENT

In re the Matter of the Application of Antero
Resources Corporation for Unit Operation
Application Date: January 20, 2016

Supplement Date: May 4, 2016
Caddis Unit

APPLICATION

Pursuant to Ohio Revised Code Section 1509.28, Antero Resources Corporation
(“Antero”) hereby respectfully requests the Chief of the Division of Oil and Gas Resources
Management (“Division”) to issue an order authorizing Antero to operate the Unitized Formation
and applicable land area in Monroe County, Ohio (hereinafter, the “Caddis Unit”) as a unit
according to the Unit Plan attached hereto and as more fully described herein. Antero makes this
request for, and unitization is necessary for, the purpose of increasing substantially the ultimate
recovery of oil and natural gas, including related liquids, from the Unitized Formation, and to
protect the correlative rights of unit owners, consistent with the public policy of Ohio to conserve
and develop the state’s natural resources and prevent waste.

L
APPLICANT INFORMATION

Antero is a corporation organized under the laws of the State of Delaware, with its prin-
cipal office located at 1615 Wynkoop Street, Denver, Colorado 80202. Antero is registered in
good standing as an “owner” with the Division.

Antero designates to receive service, and respectfully requests that all orders, corre-
spondence, pleadings and documents from the Division and other persons concerning this filing

be served upon, the following:

Gregory D. Russell Spencer Booth

J. Taylor Airey Senior Staff Landman

Ilya Batikov Antero Resources Corporation

Vorys, Sater, Seymour and Pease LLP 1615 Wynkoop Street

52 E. Gay Street Denver, Colorado 80202

P. O. Box 1008 Tel. 303-357-6776

Columbus, Ohio 43216-1008 Fax 303-357-7288

Tel. (614) 464-6400 Email: sbooth(@anteroresources.com

E-mail: gdrussell@vorys.com
jtairey(@vorys.com
ibatikov(@vorys.com




II.
PROJECT DESCRIPTION

The Caddis Unit is located in Monroe County, Ohio, and consists of fifty-three (53) sepa-

rate tracts of land. See Exhibits A-1 and A-2 of the Unit Operating Agreement (showing the plat

and tract participations, respectively). The total land area in the Caddis Unit is approximately
722 acres and, at the time of this Application, Antero has a lease on and the right to drill on and
produce from ninety-eight (98) percent of the proposed umit, well above the sixty-five percent
(65%) threshold required by Ohio Revised Code § 1509.28. Antero seeks this unit order for
three reasons. First, there is one tract in the unit that is unleased, constituting approximately one
(1) acre within the Unit Area. Second, several leases in the unit have non-conforming pooling
provisions — i.e., they limit the amount of acreage that may be voluntarily consolidated by Antero
into a unit to something less than the 722 acres proposed for the Caddis Unit or they contain no
pooling provision at all (hereinafter referred to as “Non-Conforming Leases™).! Third, there are
several leased tracts in the unit whose lessee has not reached an agreement with Antero to ap-
prove this application.

Overall, Antero seeks this unit order to allow it to develop the entirety of the Caddis Unit
in accordance with the Unit Plan to protect the correlative rights of all of the interest owners in
the unit and prevent the waste of natural resources that would otherwise occur.” To effectively
and efficiently develop the Unit Area, therefore, Antero seeks authorization from the Division, as
more specifically described herein, to drill and complete one or more horizontal wells in the
Unitized Formation, from one well pad located on the northern portion of the Caddis Unit, to ef-
ficiently test, develop, operate and produce the Unitized Formation for oil, natural gas, and relat-
ed liquids production.

Antero’s plan for unit operations (the “Unit Plan) is attached to this Application as At-
tachment 1. Among other things, the Unit Plan allocates unit production and expenses based up-
on each tract’s surface acreage participation in the unit, includes various operating provisions in
the event that other entities or persons become owners in the unit, as that term is understood in
the Revised Code, and conforms to industry standards for the drilling and operating of horizontal

wells.

! The Non-Conforming Leases are set out more specifically on Exhibit A-5 to the Unit Operating Agreement.

2 Note that Antero is not seeking to modify the Non-Conforming Leases. Rather, Antero is seeking an order from the
Division, pursuant to the Division’s statutory authority under R.C. 1509.28, that would allow Antero to develop the
Caddis Unit under the terms of the Unit Plan attached hereto.



III.
THE CHIEF SHOULD GRANT THIS APPLICATION

A Contents of Application

Pursuant to the Division’s Unitization Application Procedural Guideline (dated May 9,
2014), a unitization application must include the following:

1. A cover letter requesting unitization.
e See the cover letter and this Application.

2. An affidavit attesting that the applicant is the owner (as defined in R.C. 1509.01(K))
of at least 65% of the land overlying the pool that is the subject of the unitization re-
quest.

e See Exhibit 8.}

3. A summary of the request for unitization that includes all of the following infor-
mation:

a. A statement describing the reasons why unitization is necessary;
b. A description of the plan for development of the unit;
c. An identification of the geologic formation(s) to be developed;

d. An estimate of the value of the recovery of oil and gas for each well proposed
to be drilled in the unit area;

e. An estimate of the cost to drill and operate each well in the proposed unit;
and,

f. A designated contact person for the applicant for communication purposes
with the Division, including legal counsel for the applicant (if applicable).

e See entirety of this Application, and in particular Sections II and III(C).

4. A list identifying all unleased mineral owners that includes the name, valid address,
parcel number, and respective acreage of each unleased owner. If an unleased mineral
owner is a corporation or other business entity, the name of a contact person within
that corporation or business.

o See Exhibit A-3 to the Unit Operating Agreement. Further, Antero notes
that there are Non-Conforming Leases. See Exhibit A-5 to the Unit Oper-
ating Agreement.

5. A list identifying all mineral owners in the unit, leased or unleased, that includes the
name, valid address, parcel number, and respective acreage of each owner. If a min-
eral owner is a corporation or other business entity, the name of a contact person
within that corporation or business.

e See Exhibit A-2 to the Unit Operating Agreement.

6. A list identifying all working interest owners, committed or uncommitted, in the unit
that includes the name, valid address, parcel number, and respective acreage of each
working interest owner. If the working interest owner is a corporation or other busi-
ness entity, include the name of a contact person within that corporation or business.

3 References to Exhibit 1 through Exhibit 8 refer to those exhibits in Attachment 2.



e See Exhibit A-2 to the Unit Operating Agreement. See also Exhibit A-4 to
the Unit Operating Agreement, which sets out the interests of uncommit-
ted working interest owners.

7. A map on a scale of 1"=1000' that shows all of the following:
a. The boundary of the proposed unit area;
b. The proposed location of the well pad and wells to be drilled;

c. The tracts of land within the unit area that are leased to the applicant, shown
in yellow;

d. The tracts of land within the unit area that are unleased, shown in red;

e. The tracts of land within the unit area that are leased to other operators (i.e.
uncommitted working interest owners), including an identification of the op-
erators, shown in green; '

f. A five hundred foot boundary around each property in the unit that is not
leased by the applicant or that is not subject to an agreement with the appli-

cant;

g. Identification of each tract within the unit area by parcel number of a size that
is legible.

e See Exhibit 3. Antero has identified the tracts of land within the unit sub-

ject to Non-Conforming Leases using orange shading, and has shown a
five hundred foot boundary around them.

8. An aerial photograph on a scale of 1"=1000' that shows all of the following:
a. The boundary of the proposed unit area;
b. The proposed location of the well pad and wells to be drilled;
c. The tracts of land within the proposed unit area that are unleased;

d. Identification of each tract within the unit area by parcel number of a size that
is legible.

e See Exhibit 4. Antero has identified the tracts of land within the unit sub-
ject to Non-Conforming Leases using orange shading and the tracts of
land belonging to uncommitted working interest owners in green.

9. A gamma ray-density or gamma-ray resistivity geophysical type log identifying the
proposed geological formations to be produced.

o See Exhibit 1 and Exhibit 2.

10. A cross-section showing the applicable formations that the applicant is proposing to
drill into and produce from in the unit area.

e See Exhibit 1 and Exhibit 2.

11. A map showing all existing units adjacent to the unit proposed in the application with
an identification of any permitted, drilled, and/or producing wells in the existing
units.

e Not applicable. There are not existing units adjacent to the Caddis Unit.



12. If reserve calculations are based upon other existing wells in the vicinity of the pro-
posed unit, an exhibit showing the locations of the well(s) to the proposed unit area
and an identification of the wells by name and permit number.

e Not applicable.

13. A statement in the form of an affidavit that gives a detailed account of the attempts to
lease the unleased properties. The statement must include:

a. The dates of all attempts;

b. The person who was contacted, how contact was made, and by whom;
c. The address at which the contact was made or attempted;

d. The response given by the unleased mineral owner when contacted;

€. Any joint venture or farmout proposal to another operator, if applicable.

e Sece Exhibit 6. Further, Antero notes that there are Non-Conforming
Leases and uncommitted working interest owners in the unit and has at-
tached a statement detailing its negotiations with the owners of those in-
terests. See Exhibit 6.

14. A copy of a joint operating agreement for working interest partners, if applicable.

e See Attachment 1.

15. An affidavit attesting to the fact that the applicant holds a valid lease agreement for
all of the acreage that the applicant claims to have under lease.

¢ See Exhibit 7.

16. A copy of the executed working interest agreement for each committed working in-
terest partner in the proposed unit.

e Antero owns approximately 98% of the working interest in the Caddis
Unit. The owners of the remaining working interest in the Caddis Unit
have not approved this application.

17. Any additional information that the applicant determines is beneficial for the Chief to
consider in support of their request.

e See entirety of Application. Also, see attached pre-filed testimony.

Antero has submitted all of the required information.

B. Legal Standard

Ohio Revised Code § 1509.28 requires the Chief of the Division to issue an order provid-
ing for the unit operation of a pool — or a part thereof — if it is reasonably necessary to increase
substantially the ultimate recovery of oil and gas, and the value of the estimated additional re-
source recovery from the unit’s operations exceeds its additional costs. See Ohio Rev. Code
§ 1509.28(A).

The Chief’s order must be on terms and conditions that are just and reasonable and pre-

scribe a plan for unit operations that includes the following:



(1) a description of the unit area;
(2) a statement of the nature of the contemplated operations;

(3) an allocation of production from the unit area not used in unit
operations, or otherwise lost, to the separately owned tracts;

(4) a provision addressing credits and charges to be made for the
investment in wells, tanks, pumps, and other equipment contribut-
ed to unit operations by owners in the unit;

(5) a provision addressing how unit operation expenses shall be de-
termined and charged to the separately owned tracts in the unit,
and how they will be paid;

(6) a provision, if necessary, for carrying someone unable to meet
their financial obligations in connection with the unit;

(7) a provision for the supervision and conduct of unit operations
in which each person has a vote with a value corresponding to the
percentage of unit operations expenses chargeable against that per-
son’s interest;

(8) the time when operations shall commence and the manner in
which, and circumstances under which, unit operations will termi-
nate; and

(9) such other provisions appropriate for engaging in unit opera-
tions and for the protection or adjustment of correlative rights.

See Ohio Rev. Code § 1509.28(A). The Chief’s order becomes effective once approved in writ-
ing by those owners who will be responsible for paying at least sixty-five percent of the costs of
the unit’s operations and by royalty and unleased fee-owners of sixty-five percent of the unit’s
acreage. Once effective, production that is “allocated to a separately owned tract shall be
deemed, for all purposes, to have been actually produced from such tract, and all operations ***
[conducted] upon any portion of the unit area shall be deemed for all purposes the conduct of
such operations and production from any lease or contract for lands any portion of which is in-

cluded in the unit area.” Ohio Rev. Code § 1509.28(B)(2).

C. Antero’s Application Meets this Standard

1. The Unitized Formation is Part of a Pool
The “Unitized Formation” consists of the subsurface portion of the Unit Area (i.e., the
lands shown on Exhibit A-1 and identified in Exhibit A-2 to the Unit Operating Agreement) at an
approximate depth located from fifty feet above the top of the Utica Shale to fifty feet below the
base of the Point Pleasant Formation, and frequently referred to as the Utica/Point Pleasant For-
mation. The evidence presented with this Application and at the hearing will establish that the

Unitized Formation is part of a pool and, thus, an appropriate subject of unit operation under



Ohio Rev. Code § 1509.28.* Additionally, that evidence will establish that the Unitized For-
mation is likely to be reasonably uniformly distributed throughout the Unit Area and thus, it is
reasonable for the Unit Plan to allocate unit production and expenses to separately owned tracts

on a surface acreage basis.

il. Unit Operations Are Reasonably Necessary to Increase
Substantially the Ultimate Recovery of Oil and Gas

The evidence presented in this Application and at the hearing will establish that unit op-
erations are reasonably necessary to increase substantially the ultimate recovery of oil and gas
from the lands making up the Caddis Unit. The Unit Plan contemplates the potential drilling of
three (3) horizontal wells from a single well pad, with laterals of between approximately 9,900’
and 10,500 feet.” Antero estimates that operations under the requested unit order will substan-
tially increase the ultimate resource recovery from this unit if all unit wells are drilled by approx-

6

imately 61.7 Befe of natural gas from the Unitized Formation.” Absent a unit order, that 61.7

Befe of natural gas will be unable to be produced and therefore stranded, resulting in a waste of

résources.

iii. The Value of Additional Recovery Exceeds Its Additional Costs
The evidence presented in this Application and at the hearing will establish that the value
- of the estimated additional recovery (i.e., the 61.7 Befe of natural gas referred to above) has an
estimated net present value of approximately $8.51 million, meaning that the value of that addi-
tional resource recovery exceeds the estimated additional costs incident to conducting unit opera-
tions to obtain such additional recovery.” See Exhibit 5, showing for each proposed well the es-
timated value of the well’s production and the estimated drilling and operating costs (incorpo-
rated here as if fully rewritten herein). In particular, it shows that the capital/drilling costs will
be approximately $11 million per well, and an estimated annual average operating cost for each

well for the first 5 years of production of approximately $1 million.

* A “pool” is defined under Ohio law as “an underground reservoir containing a common accumulation of oil or gas,
or both, but does not include a gas storage reservoir.” Ohio Rev. Code § 1509.01(E).

* See Exhibit 3.

§ See Exhibit 5. We emphasize that these are only estimates, and like the rest of the estimates set forth in this Appli-
cation, they should be treated as simply estimates based upon the best information available at the time. Antero’s
estimates of production from the Caddis Unit demonstrate that without an order authorizing unit operations, it would
be uneconomic to pursue development of the unit. For purposes of quantitative illustration only, Exhibit 5 includes
estimates of development of the unit without an order providing for unit operations. However, these estimates
should be reviewed in the context that no actual recovery would take place without an order authorizing unit opera-
tions.

1d




iv. The Unit Plan Meets the Requirements of Ohio Revised
Code § 1509.28

The Unit Plan proposed by Antero meets the requirements set forth in Ohio Revised Code
§ 1509.28. The unit area is described in the Unit Plan at Article 1, as well as on Exhibits A-1
and A-2 to the Unit Operating Agreement. The nature of the contemplated unit operations can
be found generally in the Unit Plan at Article 3, with greater specificity throughout, including the
Unit Operating Agreement. Unit production and unit expenses are allocated on a surface acreage
basis as set forth in the Unit Plan at Articles 3 through 5 (generally), except where otherwise al-
located by the Unit Operating Agreement. Payment of unit expenses is addressed generally in
Article 3 of the Unit Plan. The Unit Plan provides for payment of costs by other working interest
owners in the event a participant is unable to meet its financial obligations related to the unit -
see, e.g., Article VI of the Unit Operating Agreement. Voting provisions related to the supervi-
sion and conduct of unit operations are set forth in Article 14 of the Unit Plan, with each person
having a vote that has a value corresponding to the percentage of unit expenses chargeable
against that person’s interest. And the commencement and termination of operations are ad-

dressed in Articles 11 and 12 of the Unit Plan.®

Iv.
HEARING

Ohio Revised Code § 1509.28 requires the Chief to hold a hearing to consider this Appli-
cation when requested by sixty-five percent (65%) of the owners of the land area underlying the
proposed unit. Ohio Rev. Code § 1509.28(A). That threshold level is met here. See Exhibit 9.
Accordingly, Antero respectfully requests that the Division maintain the currently scheduled
hearing at the Division’s Columbus complex on May 19, 2016, to consider the Application filed

herein.

V.
CONCLUSION

Ohio Revised Code § 1509.28 requires the Chief of the Division to issue an order for the
unit operation of a pool or a part thereof if it is reasonably necessary to increase substantially the
recovery of oil and gas, and the value of the estimated additional recovery from the unit’s opera-
tions exceeds its estimated additional costs. Antero respectfully submits that the Application

meets this standard, and that the terms and conditions of the Unit Plan are just and reasonable

¥ See Attachment 1 generally.



and satisfy the requirements of Ohio Revised Code § 1509.28(B). Antero therefore asks the
Chief to issue an order authorizing Antero to operate the Caddis Unit according to the Unit Plan

attached hereto.

Respectfully submitted,

Gregory D. Russell (0059718)

J. Taylor Airey (0081092)

Ilya Batikov (0087968)

Vorys, Sater, Seymour and Pease LLP
52 East Gay Street

P. O. Box 1008
Columbus, Ohio 43216-1008

Attorneys for Applicant,
Antero Resources Corporation

5/04/2016 23545361 V.11 9
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PLAN FOR UNIT OPERATIONS
THE CADDIS UNIT
MALAGA TOWNSHIP
MONROE COUNTY, OHIO

The following shall constitute the Plan for Unit Operations applicable to the Caddis Unit
in Malaga Township, Monroe County, Ohio, and having as its purpose the unitized management,
operation, and development of the Unitized Formation as herein defined, to advance the public
welfare and promote conservation, to increase the ultimate recovery of oil, natural gas, and other

substances therefrom, and to avoid waste and protect the correlative rights of the owners of inter-
ests therein.

ARTICLE 1: DEFINITIONS
As used in this Plan for Unit Operations:

Division refers to the Ohio Department of Natural Resources’ Division of Oil and Gas
Resources Management.

Effective Date is the time and date this Plan becomes effective as provided in Article 11.

Oil and Gas Rights are the rights to investigate, explore, prospect, drill, develop,
produce, market, transport, and operate within the Unit Area for the production of Unitized
Substances, or to share in the production so obtained or the proceeds thereof, including without
limitation the conducting of exploration, geologic and/or geophysical surveys by seismograph,
core test, gravity and/or magnetic methods, the injecting of gas, water, air or other fluids into the
Unitized Formation, the installation, operation and maintenance of monitoring facilities, the

laying of pipelines, building of roads, tanks, power stations, telephone lines, and/or other
structures.

Person is any individual, corporation, partnership, association, receiver, trustee, curator,
executor, administrator, guardian, fiduciary, or other representative of any kind, any department,
agency, or instrumentality of the state, or any governmental subdivision thereof, or any other
entity capable of holding an interest in the Unitized Substances or Unitized Formation.

Plan means this Plan for Unit Operations for the Caddis Unit, Malaga Township, Monroe

County, Ohio, including, unless otherwise expressly mentioned, any and all attachments and
exhibits hereto.

Royalty Interest means a right to or interest in any portion of the Unitized Substances or
proceeds from the sale thereof, other than a Working Interest.

Royalty Owner is a Person who owns a Royalty Interest.

Tract means the land identified by a tract number in Exhibit A-2 to the Unit Operating
Agreement.

Tract Participation means the fractional interest shown on Exhibit A-2 to the Unit
Operating Agreement for allocating Unitized Substances to a Tract.

Uncommitted Working Interest Owner is a Working Interest Owner, other than an
Unleased Mineral Owner, who has not agreed to, ratified or otherwise approved this Plan.
Uncommitted Working Interest Owners are likely, but not necessarily, to have obtained their
interest by lease.

Unit Area means the lands shown on the plat attached as Exhibit A-1 and identified on
Exhibit A-2 to the Unit Operating Agreement, including also areas to which this Plan may be
extended as herein provided.

Unit Equipment means all personal property, lease and well equipment, plants, and
other facilities and equipment taken over or otherwise acquired for the unit account for use in
Unit Operations.

Unit Expense means all cost, expense, investment and indebtedness incurred by Working
Interest Owners or Unit Operator pursuant to this Plan for or on account of Unit Operations.

Unitized Formation means the subsurface portion of the Unit Area located from fifty
feet above the top of the Utica Shale to fifty feet below the base of the Point Pleasant Formation,
believed to be approximately 8,739 feet subsurface to 9,059 feet subsurface TVD (“True Vertical
Depth™).
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Unit Operating Agreement means the modified A.A.P.L. Form 610-1989 Model Form
Operating Agreement that is attached hereto as Exhibit 1 and incorporated herein by reference as
if fully re-written herein and to which all Working Interest Owners are deemed to be parties;
provided, however, that in the event two or more Working Interest Owners have agreed to a
separate joint operating agreement relating to the supervision and conduct of unit operations con-
templated herein, such operating agreement shall control. The Unit Operating Agreement
contains provisions for credits and charges among Working Interest Owners for their respective
investments in, and expenses for, Unit Operations, including a provision, if necessary, for
carrying any Person unable or electing not to participate in Unit Operations. In addition, the Unit
Operating Agreement also contains provisions relating to the supervision and conduct of Unit
Operations and the manner in which Working Interest Owners may vote. In the event of a
conflict between the terms of the Unit Operating Agreement and the other terms of this Plan,
excluding the Unit Operating Agreement, such other terms of this Plan shall govern.

Unit Operations are all operations conducted pursuant to this Plan.

Unit Operator is the Person designated by Working Interest Owners under the Unit
Operating Agreement to conduct Unit Operations.

Unit Participation is the sum of the interests obtained by multiplying the Working Inter-
est of a Working Interest Owner in each Tract by the Tract Participation of such Tract.

Unitized Substances are all oil, gas, gaseous substances, sulfur, condensate, distillate,
and all associated and constituent liquid or liquefiable hydrocarbons within or produced from the
Unitized Formation.

Unleased Mineral Owner is a Person who owns Oil and Gas Rights free of a lease or
other instrument conveying all or any portion of the Working Interest in such rights to another.

Working Interest means an interest in Unitized Substances in the Unit Area by virtue of
a lease, operating agreement, fee title, or otherwise, including a carried interest, the owner of
which is obligated to pay, either in cash or out of production or otherwise, a portion of the Unit
Expense; however, Oil and Gas Rights that are free of a lease or other instrument creating a
Working Interest shall be regarded as a Working Interest to the extent of 87.5% thereof and a
Royalty Interest to the extent of the remaining 12.5% thereof, such Royalty Interest to be subject
to any post-production costs, taxes, assessments and other fees as may be set forth in the Unit
Operating Agreement. A Royalty Interest created out of a Working Interest subsequent to the
participation of, subscription to, ratification of, approval by, or consent to this Plan by the owner
of such Working Interest shall continue to be subject to such Working Interest burdens and
obligations that are stated in this Plan.

Working Interest Owner is a Person who owns a Working Interest.

ARTICLE 2: CREATION AND EFFECT OF UNIT

Oil and Gas Rights Unitized. All Royalty Interests and Working Interests in Oil and
Gas Rights in and to the lands identified on Exhibits A-1 and A-2 to the Unit Operating
Agreement are hereby unitized insofar as, and only insofar as, the respective Oil and Gas Rights
pertain to the Unitized Formation, so that Unit Operations may be conducted with respect to the
Unitized Formation as if the Unit Area had been included in a single lease executed by all
Royalty Owners, as lessors, in favor of all Working Interest Owners, as lessees, and as if the
lease contained all of the provisions of this Plan.

Personal Property Excepted. All lease and well equipment, materials, and other
facilities heretofore or hereafter placed by any of the Working Interest Owners on the lands
covered hereby shall be deemed to be and shall remain personal property belonging to, and may
be removed by, Working Interest Owners with the prior consent of Unit Operator. The rights
and interests therein, as among Working Interest Owners, are set forth in the Unit Operating
Agreement.

Continuation of Leases and Term Interests. Unit Operations conducted upon any part
of the Unit Area or production of Unitized Substances from any part of the Unitized Formation,
except for the purpose of determining payments to Royalty Owners, shall be considered as
operations upon or production from each portion of each Tract, and such production or
operations shall continue in effect each lease or term, mineral or Royalty Interest, as to all Tracts
and formations covered or affected by this Plan just as if such Unit Operations had been
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conducted and a well had been drilled on and was producing from each portion of each Tract.
Each lease shall remain in full force and effect from the date of execution hereof until the
Effective Date, and thereafter in accordance with its terms and this Plan.

Titles Unaffected by Unitization. Nothing herein shall be construed to result in any
transfer of title to Oil and Gas Rights by any Person to any other Person or to Unit Operator.

Pre-existing Conditions in Unit Area. Working Interest Owners shall not be liable for
or assume any obligation with respect to (i) the restoration or remediation of any condition
associated with the Unit Area that existed prior to the Effective Date of this Plan, or (ii) the
removal and/or plugging and abandonment of any wellbore, equipment, fixtures, facilities or
other property located in, on or under the Unit Area prior to the Effective Date of this Plan.

ARTICLE 3: UNIT OPERATIONS

Unit Operator. Unit Operator shall have the exclusive right to conduct Unit Operations,
which shall conform to the provisions of this Plan.

Unit Expenses. All Unit Expenses shall be just and reasonable, and shall be charged as
set out in the Unit Operating Agreement. Except as otherwise provided in the Unit Operating
Agreement, Unit Expenses shall be allocated to each Tract based upon its Tract Participation,
and shall be paid by the Tract’s Working Interest Owners.

ARTICLE 4: TRACT PARTICIPATIONS

Tract Participations. The Tract Participation of each Tract is identified in Exhibit A-2
to the Unit Operating Agreement and shall be determined solely upon an acreage basis as the
proportion that the Tract surface acreage inside the Unit Area bears to the total surface acreage of
the Unit Area. The Tract Participation of each Tract has been calculated as follows: TRACT
SURFACE ACRES WITHIN THE UNIT AREA DIVIDED BY THE TOTAL SURFACE
ACRES WITHIN THE UNIT AREA.

ARTICLE 5: ALLOCATION OF UNITIZED SUBSTANCES

Allocation of Unitized Substances. All Unitized Substances produced and saved shall
be allocated to the several Tracts in accordance with the respective Tract Participations effective
during the period that the Unitized Substances were produced. The amount of Unitized
Substances allocated to each Tract, regardless of whether the amount is more or less than the
actual production of Unitized Substances from the well or wells, if any, on such Tract, shall be
deemed for all purposes to have been produced from such Tract.

Distribution Within Tracts. The Unitized Substances allocated to each Tract or portion
thereof shall be distributed among, or accounted for to, the Persons entitled to share in the
production from such Tract or portion thereof in the same manner, in the same proportions, and
upon the same conditions as they would have participated and shared in the production from
such Tract, or in the proceeds thereof, had this Plan not been entered into, and with the same
legal effect. If any Oil and Gas Rights in a Tract hereafter become divided and owned in
severalty as to different parts of the Tract, the owners of the divided interests, in the absence of
an agreement providing for a different division, shall share in the Unitized Substances allocated
to the Tract, or in the proceeds thereof, in proportion to the surface acreage of their respective
parts of the Tract. Any royalty or other payment which depends upon per well production or
pipeline runs from a well or wells on a Tract shall, after the Effective Date, be determined by
dividing the Unitized Substances allocated to the Tract by the number of wells on the Tract
capable of producing Unitized Substances on the Effective Date; however, if any Tract has no
well thereon capable of producing Unitized Substances on the Effective Date, the Tract shall, for
the purpose of this determination, be deemed to have one (1) such well thereon.

ARTICLE 6: USE OR LOSS OF UNITIZED SUBSTANCES

Use of Unitized Substances. Working Interest Owners may use or consume Unitized
Substances for Unit Operations, including but not limited to, the injection thereof into the
Unitized Formation.

Royalty Payments. No royalty, overriding royalty, production, or other payments shall
be payable on account of Unitized Substances used, lost, or consumed in Unit Operations,
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including without limitation the testing of the productivity of any wells drilled in the Unit Area.
Royalty payments shall be made to Unleased Mineral Owners beginning with the initial
distribution date for production of Unitized Substances from any well within the Caddis Unit.

ARTICLE 7: TITLES

Warranty and Indemnity. Each Person who, by acceptance of produced Unitized Sub-
stances or the proceeds from a sale thereof, may claim to own a Working Interest or Royalty In-
terest in and to any Tract or in the Unitized Substances allocated thereto, shall be deemed to have
warranted its title to such interest, and, upon receipt of the Unitized Substances or the proceeds
from a sale thereof to the credit of such interest, shall indemnify and hold harmless all other Per-
sons in interest from any loss due to failure, in whole or in part, of its title to any such interest;
provided, however, that nothing in this provision shall apply to Unleased Mineral Owners.

Production Where Title is in Dispute. If the title or right of any Person claiming the
right to receive in kind all or any portion of the Unitized Substances allocated to a Tract is in
dispute, Unit Operator at the direction of Working Interest Owners may: Require that the Person
to whom such Unitized Substances are delivered or to whom the proceeds from a sale thereof are
paid furnish security for the proper accounting therefor to the rightful owner or owners if the title
or right of such Person fails in whole or in part; or withhold and market the portion of Unitized
Substances with respect to which title or right is in dispute, and hold the proceeds thereof until
such time as the title or right thereto is established by a final judgment of a court of competent
jurisdiction or otherwise to the satisfaction of Working Interest Owners, whereupon the proceeds
so held shall be paid to the Person rightfully entitled thereto.

Transfer of Title. Any conveyance of all or any part of any interest owned by any
Person hereto with respect to any Tract shall be made expressly subject to this Plan. No change
of title shall be binding upon Unit Operator, or upon any Person hereto other than the Person so
transferring, until 7:00 a.m. on the first day of the calendar month next succeeding the date of

receipt by Unit Operator of a certified copy of the recorded instrument evidencing such change
in ownership.

ARTICLE 8: EASEMENTS, GRANTS, OR USE OF SURFACE

Grant of Easements. Subject to the terms and conditions of the various leases, Unit
Operator shall have the right of ingress and egress along with the right to use as much of the
surface of the land within the Unit Area as may be reasonably necessary for Unit Operations and
the removal of Unitized Substances from the Unit Area.

Use of Water. The following shall apply subject to the terms and conditions of the
various leases: Unit Operator shall have and is hereby granted free use of water from the Unit
Area for Unit Operations, except water from any well, lake, pond, or irrigation ditch of a Royalty
Owner. Unit Operator may convert dry or abandoned wells in the Unit Area for use as water
supply or disposal wells.

Surface Damages. Subject to the terms and conditions of the various leases, Working
Interest Owners shall reimburse the owner for the market value prevailing in the area of growing
crops, livestock, timber, fences, improvements, and structures on the Unit Area that are
destroyed or damaged as a result of Unit Operations.

Unleased Property. Notwithstanding anything in this Article 8 to the contrary, and ex-
cept where otherwise authorized by the Division, there shall be no Unit Operations conducted on
the surface of any property located within the Caddis Unit, and there shall be no right of ingress
and egress over and no right to use the surface waters of any surface lands located within the
Caddis Unit, owned by a non-consenting Unleased Mineral Owner.

ARTICLE 9: CHANGE OF TITLE

Covenant Running with the Land. This Plan shall extend to, be binding upon, and inure
to the benefit of the owners of the Royalty Interests and Working Interests in Oil and Gas Rights
unitized hereby, and the respective heirs, devisees, legal representatives, successors, and assigns
thereof, and shall constitute a covenant running with the lands, leases, and interests impacted
hereby.

Waiver of Rights of Partition. No Person affected hereby shall resort to any action to,



Caddis Unit
Malaga Township
Monroe County, Ohio

and shall not, partition Oil and Gas Rights, the Unit Area, the Unitized Formation, the Unitized
Substances or the Unit Equipment.

ARTICLE 10: RELATIONSHIPS OF PERSONS

No Partnership. All duties, obligations, and liabilities arising hereunder shall be several
and not joint or collective. This Plan is not intended to and shall not be construed to create an
association or trust, or to impose a partnership or fiduciary duty, obligation, or liability. Each
Person affected hereby shall be individually responsible for its own obligations.

No Joint or Cooperative Refining, Sale or Marketing. This Plan is not intended and
shall not be construed to provide, directly or indirectly, for any joint or cooperative refining, sale
or marketing of Unitized Substances.

ARTICLE 11: EFFECTIVE DATE

Effective Date. This Plan shall become effective as of, and operations may commence
hereunder as of, 7:00 A.M. on the date of an effective order approving this unit by the Division
in accordance with the provisions of Ohio Revised Code Section 1509.28; provided, however,
that Working Interest Owners may terminate this Plan in the event of a material modification by
the Division of all or any part of this Plan in such order by filing a notice of termination with the
Division within thirty (30) days of such order becoming final and no longer subject to further
appeal. In the event a dispute arises or exists with respect to this Plan, or the order approving
this unit issued by the Division, Unit Operator may, in its sole discretion, hold the revenues from
the sale of Unitized Substances until such time as such dispute is resolved or, in the Unit
Operator’s opinion, it is appropriate to distribute such revenues.

ARTICLE 12: TERM

Term. This Plan, unless sooner terminated in the manner hereinafter provided, shall
remain in effect for five (5) years from the Effective Date and as long thereafter as Unitized
Substances are produced, or are capable of being produced, in paying quantities from the Unit
Area without a cessation of more than one hundred and eighty (180) consecutive days, or so long
as other Unit Operations are conducted without a cessation of more than one hundred and eighty
(180) consecutive days, unless sooner terminated by Working Interest Owners owning a
combined Unit Participation of fifty-one percent (51%) or more whenever such Working Interest
Owners determine that Unit Operations are no longer warranted. The date of any termination
hereunder shall be known as the “Termination Date.”

Effect of Termination. Upon termination of this Plan, the further development and
operation of the Unitized Formation as a unit shall cease. Each oil and gas lease and other
agreement covering lands within the Unit Area shall remain in force for one hundred eighty
(180) days after the date on which this Plan terminates, and for such further period as is provided
by the lease or other agreement. The relationships among owners of Oil and Gas Rights shall
thereafter be governed by the terms and provisions of the leases and other instruments, not
including this Plan, affecting the separate Tracts.

Certificate of Termination. Upon termination of this Plan, Unit Operator shall file with
the Division and for record in the county or counties in which the land affected is located a
certificate stating that this Plan has terminated and the Termination Date.

Salvaging Equipment Upon Termination. If not otherwise granted by the leases or
other instruments affecting the separate Tracts, Working Interest Owners shall have a period of
six (6) months after the Termination Date within which to salvage and remove Unit Equipment.

ARTICLE 13: APPROVAL

Original, Counterpart, or Other Instrument. An owner of Oil and Gas Rights or its
agent may approve this Plan by signing the original, a counterpart thereof, or other instrument
approving this Plan. The signing of any such instrument shall have the same effect as if all
Persons had signed the same instrument.

Commitment of Interests to Unit. The approval of this Plan by a Person or their agent
shall bind that Person and commit all interests owned or controlled by that Person as of the date
of such approval, and additional interests thereafter acquired.
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Joinder in Dual Capacity. Execution as herein provided by any Person, as either
Working Interest Owner or a Royalty Owner, shall commit all interests owned or controlled by
such Person as of the date of such execution and any additional interest thereafter acquired.

ARTICLE 14: MISCELLANEOUS

Determinations by Working Interest Owners. Each Working Interest Owner shall
have a voting interest equal to its Unit Participation. All decisions, determinations, or approvals
by Working Interest Owners hereunder shall be made by the affirmative vote of one or more
parties having a combined voting interest of at least fifty one percent (51%). No vote, however,
is required for such determinations if the Unit Operator owns or controls fifty one percent (51%)
or more of the Working Interest in the Unit Area.

Severability of Provisions. The provisions of this Plan are severable and if any section,
sentence, clause or part thereof is held to be invalid for any reason, such invalidity shall not be
construed to affect the validity of the remaining provisions of this Plan.

Laws and Regulations. This Plan shall be governed by and subject to the laws of the
State of Ohio, to the valid rules, regulations, orders and permits of the Division, and to all other
applicable federal, state, and municipal laws, rules, regulations, orders, and ordinances. Any
change of the Unit Area or any amendment to this Plan shall be in accordance with Ohio law.

This instrument prepared by: Gregory D. Russell, J. Taylor Airey and Ilya Batikov, Vorys, Sater, Seymour and
Pease LLP, 52 East Gay Street, P. O. Box 1008, Columbus, Ohio 43216

1/19/2016 23549591






A.A.P.L. FORM 610 - 1989

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT

DATED

Year

OPERATOR Antero Resources Corporation

CONTRACT AREA _See Exhibit “A” attached hereto for description of Contract Area

COUNTY OF Monroe ,STATEOF  Ohio

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

A.AP.L NO. 610~ 1989



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

Article

Jul
.

I

VIL

VIIL

TABLE OF CONTENTS

B: INTERESTS OF PARTIES IN COSTS AND PRODUCTION: ........ccevuneenen
C. SUBSEQUENTLY CREATED INTERESTS: ......cccooiviiimmimniriiminsnisencssssassrassssssssssssssssesssssssnssasnsnis

A. TITLE EXAMINATION: ..ccrvrirerermnerssirisissesesiecseencsesmsesssssssacseness
B. LOSS OR FAILURE OF TITLE:.....ccecoveceerririnmereriuersasaresererincns
1. Failure Of Title ..o verrirerreerecrrerencerecneresecasarsenresessasonsesscsernssnscnses
2. Loss by Non-Payment or Erroneous Payment of Amount Due
3. OFher LOSSES ... crereereereuccrenrisnsesinsnensseer s s e st sssasesbesbsbs st sts s sessaeasesassssn s atbtsatassassenssncserrssssssssssoress
4. Curing THIE ccoveveeeerirerecreemrreertise et rerereersnasaesssassees
OPERATOR ......coveiveeriencmreseaetssetsiesesesrosssseressssssenseseasssssnstesssasssscsssasonsasasens
A. DESIGNATION AND RESPONSIBILITIES OF OPERATOR:
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTION OF SUCCESSOR: ......cccoerevenne 6
1. Resignation or Removal of Operator
2. Selection of Successor Operatot...............
3. Effect Of BANKIUPICY cvevvrrererererncrererenueseremsassessssasmerarsrasasasses
C. EMPLOYEES AND CONTRACTORS: ......cocvcereeveeracrerrinneanenns
D. RIGHTS AND DUTIES OF OPERATOR: ...ccvmvrrrrerrrraeseececaence
. Competitive Rates and Use of AfFHAIES .......ocreerreereercicerreieeisiesree st cesee s saees
. Discharge of Joint Account Obligations...........eeeeveverenne
. Protection from Liens
. CUSLOAY OFFUNAS ...ttt sresese s e s sess s se b smsnssenss bbbt tesesenensetsesanae
. Access to Contract Area and ReCOrds ......ourirnnererreesserensvaerenrens
. Filing and Furnishing Governmental Reports...........cceerrmeererennnee
. Drilling and Testing Operations
. COSt BSUMALES cecevererrvrmreesrieaersreenssarsssmssssessesssessseressssasssssssasscnsane
. INSUTANICE .ooveerireveneenneenerririecneianresesoresnns

.........................................................

..........................................................................................................................

WUt h W=

A. INITIAL WELL: coovvvrrevveresssesssessssmsesesssosssssssassessasecessssssasseessssesers

B. SUBSEQUENT OPERATIONS: ....ciiceiiicirenrtriasreessssissnsentessnsssesssnssssssssssssemsessessssssseeseseseasessessssssssossssssass 7

. Proposed Operations ...........veeweveeeeecvenns

. Operations by Less Than All Partles

. Stand-By Costs

. Deepening ......covverereeennnns

. Sidetracking......coeoreverernreeererrsnerreresesenns

. Order of Preference of Operations

. Conformity. to Spacing Pattern..............
. Paying Wells

0NNV AN

.....................................................................................................................................

L. COMIPIEEION tttrreertetereteeesccre s e asessssassese e resssss e e s essnsbss sessssssnosasessasssaneasnessnsenssoes
2. Rework, Recomplete or Plug Back
D. OTHER OPERATIONS........ccccomrvurrrervrrnnns

..............................................................................................................

3. Abandonment 0f NON-CONSENt OPEIALIONS ......cvevereeeesererrerereeercsemsssssesssessssessessssessesssssssessessssesees 12
F. TERMINATION OF OPERATIONS:......cooureieereeermrrseecessessescsssseeseresnssssnssssssesesssssssessssssessmsensenessesessses 12
G. TAKING PRODUCTION IN KIND: ..c..curernrensresessescesessssssssescesesensssssssenssssssssssessessseessssssessnennsesssssenin. 12

(Option 1) Gas Balancing ASIEEMENL ......cccrrrmrerrervserreiersersseseeeseseeeessarsesseesessssssessessessessssessensessens 12
{Option2)Ne-GasBelaneing-Apgreeme it e e e s H
EXPENDITURES AND LIABILITY OF PARTIES ..........ocovveveeeeeerirosseenesnsaesessesseressssnssssssssssens reeenn13
A. LIABILITY OF PARTIES: .......ccooirirreimnirmmnieersssenssscecseesesssssesssessseosssssssossseessssassssassesssssssssss e eseneesen 13
B. LIENS AND SECURITY INTERESTS:
C. ADVANCES: ...ttt cseisesseseseeesetesssssassasesesassasresse s s sssessssas sernssasenennemsensasessssssssms e s e s ees 14
D. DEFAULTS AND REMEDIES: ......cnivceveeciireenssessasiesssssssossmssssassessesessesessssmssssssssssssesessssessesssssessens 14

1. Suspension of Rights
2. Suit for Damages

...............................................................................................................................

4. AQVANCE PAYIIEML......ouovcreerrecreerecenrrariniersssassse rensessessssesssessesesessessmssosseseasassssssssasesssssssssssssssssessssens
5. Costs and Attorneys’ Fees

E. RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES: ....cccvvevreceremeeererserssserens 15
B TAXES: oottt b as et saet serssssar st st ssasas s eas s s e sassasasase et sosseasenseasesesseassarenesas 15

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST ............cocovooviviiaceeeemeoneessresrereens 16
A. SURRENDER OF LEASES:.......ovvuiirreriesssesiascsesiesssssssinessssssssnssssssesssssssssssssesssestossessssesessmsssssssessess s 16
B. RENEWAL OR EXTENSION OF LEASES: .....ccceveiniumerirrernrnsissssssessesessisssessesssssssssssssessesensesesssssessans 16
C. ACREAGE OR CASH CONTRIBUTIONS: .....covneuemrrrraerismsenseeasinssasssemssssssssassessssssssssssseessnsersssssssessons 16



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

TABLE OF CONTENTS
D. ASSIGNMENT; MAINTENANCE OF UNIFORM INTEREST: ....coveeiiiieieeieienennnesnsesenennaes 17
E. WAIVER OF RIGHTS TO PARTITION: ....ccviviiriririintntirieniiinnnsnssesss e nsssssasasasisesiasssasssssosions 17

XIII: TERM OF AGREEMENT ........cntiniiniminitsnimrmsiimemsnsmsesssssssmasssssssisesssssssssstomsssssasmsssssensssessassrsarasses
X1V. COMPLIANCE WITH LAWS AND REGULATIONS

.........................................................................................

C. REGULATORY AGENCIES: ......ccommnmrmnienninnsessrsesssesens
XV. MISCELLANEQUS.......ccoitririniniienirsinsisassisasesasssssseressssssasassssssssnsormcassssosnsasssssannasssessocsessossstossons

AL EXBECUTION: .ottt st ssssassesesesssssssssssmssassssssesassssessassssssssasesssssssssssssssanssonssans 19

B. SUCCESSORS AND ASSIGINS: ....coivimrieriiririninisesensasisisisasessssasnsseasmecsracmrsmmssssesssssessssessessnssssesssosss 19




(U RN S IR R RS

J N
BW N = O

15

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

TING AGREEMENT
THIS AGREEMENT, entered into by and between Antero Resources Corporation

hereinéﬁer designated and referred to as "Operator," and the signatory party or parties other than Operator, sometimes hereinafter referred
to individually as "Non-Operator," and collectively as "Non-Operators.”

WITNESSETH:
WHEREAS, the parties to this agreement are owners of Oil and Gas Leases and/or Oil and Gas Interests in the land identified in
Exhibit "A," and the parties hereto have reached an agreement to explore and develop these Leases and/or Oil and Gas Interests for the
production of Oil and Gas to the extent and as hereinafter provided,
NOW, THEREFORE, it is agreed as follows:

ARTICLE L
DEFINITIONS

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

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

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

C. The term "Contract Area" shall mean all of the lands, Oil and Gas Leases and/or Oil and Gas Interests intended to be
Developed and operated for Oil and Gas purposes under this agreement. Such lands, Oil and Gas Leases and Oil and Gas
Interests are described in Exhibit "A_" dSee all%p ﬁxﬁl‘}({:{e XVIK.

D. 'I'h’ee ’%gﬁ?]‘ﬁﬁ 5;?!5‘/“‘ sI;a me"::n'le a single operation whereby a well is drilled to an objective Zone below the deepest
Zone in which the well was previously drilled, or below the Deepest Zone proposed in the associated AFE, whichever is the
lesser.

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

F. The term "Drilling Unit" shall mean the area fixed for the drilling of one wg-fl 7 eby order or rule of any state or federal

havi ity. a Drilling Unit is not fixed by am h, rule o , a Drillj it shall drilli it
boa?fgg%?g ig:;i’%o%% disIcfre inrl gl 1ilt.%ng ; cnslils?tent ve'?th Xn r}ésslgicc fons in trhg lgﬁrnnd Gasmg s[glor by a beli,ct}:lgl lr;mx’ng unit as
Y the / pattern-orariing-1—th oRtract-Areauniess-xegoy-e eSS-agreement-ot—tne FHHRE—18
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located,

e law,
es: See also Article

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

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

L The term "Non-Consent Well" shall mean a well in which less than all parties have conducted an operation as
provided in Article VI.B.2. '

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

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

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

M. The terms "Oil and Gas Lease," "Lease” and "Leasehold” shall mean the oil and gas leases or interests therein
covering tracts of land lying within the Contract Area which arf;c?ewg%i by the parties to this agreement.

except as provided in Ar
N. The term "Plug Eac’fc" gﬁaﬁ pmeam la sﬁgﬂe opération whereby a deeper Zone is abandoned in order to attempt a

Completion in a shallower Zone.

O. The term "Recompletion" or "Recomplete” shall mean an operation whereby a Completion in one Zone is abandoned
in order to attempt a Completion in a different Zone within the existing wellbore.

P. The term "Rework” shall mean an operation conducted in the wellbore of a well after it is Completed to secure,
restore, or improve production in a Zone which is currently open to production in the wellbore. Such operations include, but
are not limited to, well stimulation operations but exclude any routine repair or maintenance work or drilling, Sidetracking,
Deepening, Completing, Rcc(?mpl,eitm gi PIg%%l{}% B,acli S{I&Kell. . . N

Q. The term "Sldetraci' sha?ls mean ;11 he directional conirol and intentional deviation of a well from vertical so as to
change the bottom hole location and, in the case of Horizontal Wells (defined hereinafter), an operation by which a lateral wellbore is
drilled off of the horizontal wellbore, in each case unless done to straighten the hole or drill around junk in the holg 7 10 overcome other
mechanical difficulties.

R. The term "Zone" shall mean a stratum of earth containing or thought to contain a common accumulation of Oil and
Gas separately producible from any other common accumulation of Oil and Gas.

S. The term “Lateral” shall mean that pertion of a wellbore that deviates from approximate vertical orientation to
approximate horizontal orientation and all wellbore beyond such deviation to Total Measured Depth.

T." The term “Vertical Well” shall mean any well other than a “Horizontal Well”.

U. The term “lg rizontal Well” shall mean a well containing a single Lateral in whiclhthe well?ore deviates at an angle
£ af least 0% rom true verfical and with a hoysontalproiedion sovad dred foet
G884 st siehey dearecs () from,true vorteat and it hopizontal projection exceeding one hundFed fct (100) meastred

V. The term “Multi-lateral Well” shall mean a Horizontal Well which contains more than one Lateral.

W. The term “Total Measured Depth,” when used in connection with a Multi-lateral or Horizontal Well, shall
mean the distance from the surface of the ground to the terminus of the wellbore, as measured along the wellbore. Each Lateral
taken together with the common vertical wellbore shall be considered a single wellbore and shall have a corresponding Total
Measured Depth. When the proposed operation(s) is the drilling of, or operation on, a Multi-lateral or Horizontal Well, the term
“depth” or “total depth” wherever used in the Agreement shall be deemed to read “Total Measured Depth” insofar as it applies to
such well,

X. The term “Deepen” when used in conjunction with.a Multi-lateral or Horizontal Well shall mean an operation
wh latergl is drilled to a dista reater than the distaunce set out in th | proposal a ed by th ticipati ies,
Thiesrggzllaixﬁ:luge lr'ee;lw o} aa\glrticgf%&ell to gonggrt the w?l}lbo aeHorizontaf Wﬁl.pléeg also Xll?t‘l:glve %V{E.ipar ‘ l?a ing parties

o1-



O 0 0 A N R W N

R B Y SV R R R R Y] Lo BB B A B DR R W W W WWWWWW W RNNDENRDNDNDNDNDN R s e s et b e

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

Y. For the purposes of this Agreement, as to 2 Multi-lateral or Horizontal Well, the term “Plug Back” shall mean an
operation to test or complete the well at a siratigraphically shallower geological horizon in which the operation has been or is being
completed and which is not within an existing Lateral.

Z. . The term “affiliate” shall mean amy Person that, directly or indirectly, through one or more intermediaries,
Controls or is Controlled by, or is under common Control with, another Person.

AA.  The term “Control” and its derivatives with respect to any Person shall means the possession, directly or
indirectly, of the power, directly or indirectly, to direct or cause the direction of the management or policies of the controlled
Person, whether through the ownership of equity interests in or voting rights attributable to the equity interests in such Person, by
contract or agency, by the general partner of a Person that is a partnership, or otherwise.

BB. The term “Person” shall mean any individual, corporation, company, partnership, limited partnership, limited
Hiability company, trust, estate, governmental authority or any other entity.

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

ARYICLE 1L
EXHIBITS
The following exhibits, as indicated below and attached hereto, are incorporated in and made a part hereof:
X A. Exhibit "A," shall include the following information:

(1) Description of lands subject to this agreement,
(2) Restrictions, if any, as to depths, formations, or substances,
(3) Parties to agreement with addresses and telephone numbers for notice purposes,
(4) Percentages or fractional interests of parties to this agreement,
(5) Oil and Gas Leases and/or Oil and Gas Interests subject to this agreement.
(6) Burdens on production.
(7) Exhibit “A-17 - List of Contract Area
(R) Exhibit “A-2” - Plat of Contract Area
(9) Exhibit “A-3” - Unitized Parties

B. Exhibit "B," Form of Lease.

X C. Exhibit "C," Accounting Procedure.

D. Exhibit "D," Insurance.

X E. Exhibit "E," Gas Balancing Agreement.

O EExhibit."E." NonDiscriminationand

a i -

X F. Other: Model Form Recording Supplement to Operating Agreement and Financing Agreement.
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If any provision of any exhibit, except Exhibits "E" / "E" end-"G;" is inconsistent with any provision contained in

the body of this agreement, the provisions in the body of this agreement shall prevail.
ARTICLE 1ML
INTERESTS OF PARTIES

A. Oil and Gas Intergﬁlzereafter acguires .

If any party owns / an B'ERU Gas Interest in the Contract Area, that Interest shall be treated for all purposes of this
agreement and during the term hereof as if it were covered by the form of Oil and Gas Lease attached hereto as Exhibit "B,"
and the owner thereof shall be deemed to own both royalty interest in such lease and the interest of the Jessee thereunder.
B. Interests of Parties in Costs and Production:

Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be bome
and paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties as their

i i ibit "A" i é i il and Gas from th
interests are set forth in Exhibit "A." In the same manner, the parties shall also ng‘), alécgrg ucgi)éu so(f,‘ f?éco%‘% as from the

Contract Area subject, however, to the payment of royalties and other burdens on production

Resardloss—o hich  sarike hoo eontribited—anv—Oil-and-Gas—Lease—or—0

U : tra a, Each party shall pay or deliver, or cause to
be paid or delivered, all burdens on production from the Contract Area due under the terms of the Oil and Gas Lease(s)
which such party has contributed to this agreement, and shall indemnify, defend and hold the other parties free from any
liability th"f\?g%any shall ever be responsible, 8 8 thas d-by—54 arty; t0 any other party's
lessor or royalty owner, and if such other party's lessor or royalty owner should demand and receive settlement on a higher
price basis, the party contributing the affected Lease shall bear the additional royalty burden attributable to such higher price.

Nothing contained in this Article IILB. shall be deemed an assignment or cross-assignment of interests covered hereby,
and in the event two or more parties contribute to this agreement jointly owned Leases, the parties' undivided interests in
said Leaseholds shall be deemed separate leasehold interests for the purposes of this agreement.

C. Subsequently Created Interests:

If any party has contributed hereto a Lease or Interest that is burdened with an assignment of production given as security
for the payment of money, or if, after the date of this agreement, any party creates an overriding royalty, production
payment, net profits interest, assignment of production or other burden payable out of production attributable to its working
interest hereunder, such burden shall be deemed a "Subsequently Created Interest" Further, if any party has contributed
hereto a Lease or Interest burdened with an overriding royalty, production payment, net profits interests, or other burden
payable out of production created prior to the date of this agreement, and such burden is not recorded or is not referenced by another
recorded instrument sufficient for notice purposes in the county records of the applicable county or is not shown on Exhibit "A," such
burden also shall be deemed a Subsequently Created Interest to the extent such burden causes the burdens on such party's
Lease or Interest to exceed the amount stipulated in Article L B. above.

The party whose interest is burdened with the Subsequently Created Interest (the "Burdened Party") shall assume and
alone bear, pay and discharge the Subsequently Created Interest and shall indemnify, defend and hold harmless the other
parties from and against any liability therefor. Further, if the Burdened Party fails to pay, when due, its share of expenses
chargeable hereunder, all provisions of Article VILB. shall be enforceable against the Subsequently Created Interest in the
same manner as they are enforceable against the working interest of the Burdened Party. If the Burdened Party is required
under this agreement to assign or relinquish to any other party, or parties, all or a portion of its working interest and/or the
production attributable thereto, said other party, or parties, shall receive said assignment and/or production free and clear of
said Subsequently Created Interest, and the Burdened Party shall indemnify, defend and hold harmless said other party, or
parties, from any and all claims and demands for payment asserted by owners of the Subsequently Created Interest.

ARTICLE V.
TITLES

A. Title Examination:

Title examination shall be made o;ve&g%rﬁgﬁltsl}tg%‘} any proposed well prior to commencement of drilling operatitcglrgesr ea’;qf el}
if a-majority—in—interest-of-theDrillingParties—so—requests—er—Operator so elects, title examination shall be made on the entire
Drilling Unit, or maximum anticipated Drilling Unit, of the well. The opinion will include the ownership of the working

i i I idi all d producti ts under thy i X
}gﬁgﬁ} minerals, royalty, overriding royalty and production %a\':vyé%? under the applicable Leases. Each party, other thggn%ﬁaggg

Leases and/or Oil and Gas Interests to be included in the Drillsite or Drilling Unit, if appropriate, shell fumish to Operator
all abstracts (including federal lease status reports), title opinions, title papers and curative material in its possession free of
charge. All such information not in the possession of or made available to Operator by the parties, but necessary for the
examination of the title, shall be obtained by Operator. Operator shall cause title to be examined by attomeys on its staff or
by oufside attorneys. Copiejs of al.l titlgn%pgéil%nlsa :Hg]&nb:ngutrix}ligge% cil;gli:&ch Pﬁl]ing Party Costs incurred by O‘perator in
procuring abstracts, fees paid eutside attorneys / for title exammgtlon (including preliminary, supplemental, shut-in royalty
opinions and division order title opinions) and other direct charges as provided in Exhibit "C" shall be borne by the Drilling
Parties in the proportion that the interest of each Drilling Party bears to the total interest of all Drilling Parties as such
interests appear in Bxhibit "A." Operator shall make no charge for services rendered by its staff attorneys or other personnel
e is’:sf"‘i:f)‘?‘;%%t‘%igéfuggﬁﬁ ?t‘é‘f“%‘é’a‘éﬁrﬁ'é“s i Egﬁv”i‘ﬁ‘é‘ﬁg‘i?i %&?ﬁ%ﬁ?&?ﬁﬂ%‘?ﬁ’gﬁﬁ ?Sicsi??ﬁﬁiy“‘fﬁr"}giﬂ“{g}“.ﬁé‘s‘i ans

are billed at rates no r than third party rate; bﬁle or su{néar services in the state services are renderes
i

erator
also chaxge a reasonable digital abstracting fee per tract erator has imaged and indexed the county records in whic{n the
Egzuact Areagls ?ocated. '8 g e p P & ty

Each party shall be responsible for securing curative matter and pooling amendments or agreements required in
connection with Leases or Oil and Gas Interests contributed by such party. Operator shall be responsible for the preparation

and recording of pooling designations or declarations and communitization agreements as well as the conduct of hearings
-3-



—
—_ O W 0 UL AW

—t
N

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

before governmental agencies for the securing of spacing or pooling orders or any other orders necessary or appropriate to
the conduct of operations hereunder. This shall not prevent any party from appearing on its own behalf at such hearings.
Costs incurred by Operator, including fees paid to outside attorneys, which are associated with hearings before governmental
agencies, and which costs are necessary and proper for the activities contemplated under this agreement, shall be direct
charges to the joint account and shall not be covered by the administrative overhead charges as provided in Exhibit "C."

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Operator shall make no charge for services rendered by its staff attormeys or other personnel in the performance of the above
functions:, except as provided herein.

No well shall be drilled on the Contract Area until after (1) the title to thg'ﬁgrﬂﬁgt%?:ﬁ%@@mmm
been examined as above provided, and (2) the title has been approved by the exam?r%ﬁ eattomeyp/ gr tit?é as rE‘)een accepted by
ali-of the—Drilling Parties-in-such-well: the Operator.

B. Loss or Failure of Title:

1. Failure of Title: Should any Oil and Gas Interest or Oil and Gas Lease be lost through failure of title, which results in a
reduction of interest from that Ashov\m on Exhibit "A," the party credited with contributing the affected Lease or Interest
(including, if applicable, a successor in interest to such party)} shall have ninety (90) days from final determination of title
failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisition will not be subject
to Article VIILB., and failing to do so, this agreement, nevertheless, shall continue in force as to all remaining Oil and Gas
Leases and Interests; and,

(2) The party credited with contributing the Oil and Gas Lease or Interest affected by the title failure (including, if
applicable, a successor in interest to such party) shall bear alone the entire loss and it shall not be entitled to recover from
Operator or the other parties any development or operating costs which it may have previously paid or incwred, but there
shall be no additional liability on its part to the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the
Lease or Interest which has failed, but the interests of the parties contained on Exhibit "A" shall be revised on an acreage
basis, as of the time it is determined finally that title failure has occurred, so that the interest of the party whose Lease or
Interest is affected by the title failure will thereafter be reduced in the Contract Area by the amount of the Lease or Interest failed;

(¢) If the proportionate interest of the other parties hereto in any producing well previously drilled on the Contract
Area is increased by reason of the title failure, the party who bore the costs incurred in connection with such well attributable
to the Lease or Interest which has failed shall receive the proceeds attributable to the increase in such interest (less costs and
burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with such well
attributable to such failed Lease or Interest;

(d) Should any person not a party to this agreement, who is determined to be the owner of any Lease or Interest
which has failed, pay in any manner any part of the cost of operation, development, or equipment, such amount shall be paid
to the party or parties who bore the costs which are so refunded;

(¢) Any liability to account to a person not a party to this agreement for prior production of Oil and Gas which arises

by reason of title failure shall be borne severally by each party. other than an unleased mineral owner (including a predecessor to a curren
par!:y?S who receiver

production for which such accounting is required based on the amount of such production received, and each such party shall
severally indemnify, defend and hold harmless all other parties hereto for any such liability to account;

(f) No charge shall be made to the joint account for legal expenses, fees or salaries in connection with the defense of
the Lease or Interest claimed to have failed, but if the party contributing such Lease or Interest hereto elects to defend its title
it shall bear all expenses in connection therewith; and

(g) If any party is given credit on Exhibit "A" to a Lease or Interest which is limited solely to ownership of an
interest in the wellbore of any well or wells and the production therefrom, such party's absence of interest in the remainder
of the Contract Area shall be considered a Failure of Title as to such remaining Contract Area unless that absence of interest
is reflected on Exhibit "A."

Non-Pa; t or Errone t ount Due: If, through mistake or oversight, any rental, shut-in well
payment, minimum royalty or royalty payment, or other payment necessary to maintain all or a portion of an Oil and Gas
Lease or interest is not paid or is erroneously paid, and as a result a Lease or Interest terminates, there shall be no monetary
liability against the party who failed to make such payment. Unless the party who failed to make the required payment
secures a new Lease or Interest covering the same interest within ninety (90) days from the discovery of the failure to make
proper payment, which acquisition will not be subject to Asticle VIILB., the interests of the parties reflected on Exhibit "A"
shall be revised on an acreage basis, effective as of the date of termination of the Lease or Interest involved, and the party
who failed to make proper payment will no longer be credited with an interest in the Contract Area on account of ownership
of the Lease or Interest which has terminated. If the party who failed to make the required payment shall not have been fully
reimbursed, at the time of the loss, from the proceeds of the sale of Oil and Gas atributable to the lost Lease or Interest,
calculated on an acreage basis, for the development and operating costs previously paid on account of such Lease or Interest,
it shall be reimbursed for unrecovered actual costs previously paid by it (but not for its share of the cost of any dry hole
previously drilled or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of Oil and Gas produced prior to termination of the Lease or Interest, less operating expenses and leage
burdens chargeable hereunder to the person who failed to make payment, previously accrued to the credit of the lost Lease or
Interest, on an acreage basis, up to the amount of unrecovered costs;

(b) Proceeds of Oil and Gas, less operating expenses and lease burdens chargeable hereunder to the person who failed
to make payment, up to the amount of unrecovered costs attributable to that portion of Oil and Gas thereafter produced and
marketed (excluding production from any wells thereafter drilled) which, in the absence of such Lease or Interest termination,
would be attributable to the lost Lease or Interest on an acreage basis and which as a result of such Lease or Interest
termination is credited to other parties, the proceeds of said portion of the Oil and Gas to be contributed by the other parties
in proportion to their respective interests reflected on Exhibit "A"; and,

(c) Any monies, up to the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner
of the Lease or Interest fost, for the privilege of participating in the Contract Area or becoming a party to this agreement.

ST O35S
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ARTICLE V.
OPERATOR
A. Designation and Responsibilities of Operator:

Antero  Resources Corporation shall be the Operator of -the Contract Area, and shall conduct
and direct and have full contro! of all operations on the Contract Area as permitted and required by, and within the limits of
this agreement. In its performance of services hereunder for the Non-Operators, Operator shall be an independent contractor
not subject to the control or direction of the Non-Operators except as to the type of operation to be undertaken in accordance
with the election procedures contained in this agreement. Operator shall not be deemed, or hold itself out as, the agent of the
Non-Operators with authority to bind them to any obligation or liability assumed or incurred by Operator as to any third
party. Operator shall conduct its activities under this agreement as a reasonable prudent operator, in a good and workmanlike
manner, with due diligence and z-iispatch, in a'ccc?rfiance with good Oﬂﬁ?]&le?%%rgn%p ﬁ ggg;pg;agc:n\gith ap!alic.:sz‘lc llaw and
regulation, but in no event shall it have any liability as Operator to the’ other parties / for losses sustained or liabilities incurred
TP Saches e Fnd e s plience o i lspnduc Excepta provided in Al VLD, e ap icamatncs
unforeseen mages, either in law or equi’t)y.

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

1. Resignation or Removal of Operator: Operator may resign at any time by giving written notice thereof to Non-Operators.
If Operator terminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is no longer capable of
serving as Operator, Operator shall be deemed to have resigned without any action by Non-Operators, except the selection of a
successor. Operator may be removed only for good cause by the affirmative vote of Non-Operators owning 2 majority interest
based on ownership as shown on Exhibit "A" remaining after excluding the voting interest of Operator; such vote shall not be
deemed effective until a written notice has been delivered to the Operator by a Non-Operator detailing the alleged default and
Operator has failed to cure the default within thirty (30) days from its receipt of the notice or, if the default concerns an
operation then being conducted, within forty-cight (48) hours of its receipt of the notice. Fer-purpeses—hereof-good-cause! shall

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-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of
Operator at an earlier date. Operator, after effective date of resignation or removal, shall be bound by the terms g%ﬁ?&eas a
Non-Operator. A change of a corporate name or structure of Operator or transfer of Operator's interest to any / single
subsidiary, parent or successor corporation shall not be the basis for removal of Operator.

2. Selection of Successor Operator. Upon the resignation or removal of Operator under any provision of this agreement, a
successor Operator shall be selected by the parties. The successor Operator shall be selected from the parties owning an
interest in the Contract Area at the time such successor Operator is selected. The successor Operator shall be selected by the

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

. . . . or any of its affiliates
provided,  however, if i?in QOperator which has been removed or is deemed to have res1g¥;e<i 7 #als to vote or votes only e
fgntsilf or an affiliate, :

5 / the successor Operator shall be selected by the affirmative vote of the party or parties owning a majority

interest based. o) eyship as shown on Exhibit "A" remajning after excluding the voting interest of the tor that was
ere and ig a Vixllxatres :?n ,provi‘xgd ﬁ‘l!‘:‘]F'lel', t’hatj?hc requ}ren%ent icor two (gi tﬁgr more parfies stha?ftnot apply?x? %ﬁ %ﬂlent that
twoz or, ewel;ﬁlari%es are entitled to voﬂ:. . A
removed or resigned /. e former Operator shall promptly deliver to the successor Operator all records and data relating to
the operations conducted by the former Operator to the extent such records and data are not already in the possession of the
successor operator. Any cost of obtaining or copying the former Operator's records and data shall be charged to the joint
account.

3. Effect of Banlauptcy: If Operator becomes insolvent, bankrupt or is placed in receivership, it shall be deemed to have

signed without action by Nop-Operators, except the selection of a successor. If a petition f 1i der the ft
resig terms oﬁé ﬁru;):’tcy é‘ogggr actions oé‘gtiﬁg f?gxﬁwa?;l{f)‘m tcy coggt, %{wn, to t gel Nt ﬁrvggdlebfyu;lwfr ¢ foderal

bankruptcy laws 1s fegagy or against Operator, an [ O;?erator 1s prevented yeﬁitgnf %e&ﬁl—-b&n]empﬁey—eeaﬁ; all
Non-Operators and Operator shall comprise an interim operating committee to serve until Operator has elected to reject or
assume this agreement pursuant to the Bankruptcy Code, and an election to reject this agreement by Operator as a debtor in
possession, or by a trustee in bankruptcy, shall be deemed a resignation as Operator without any action by Non-Operators,
except the selection of a successor. During the period of time the operating committee controls operations, all actions shall
require the approval of two (2) or more parties owning a majority interest based on ownership as shown on Exhibit "A." In
the event there are only two (2) parties to this agreement, during the period of time the operating committee controls
operations, a third party acceptable to Operator, Non-Operator and the federal bankruptey court shall be selected as a
member of the operating committee, and all actions shall require the approval of two (2) members of the operating
committee without regard for their interest in the Contract Area based on Exhibit "A."

C. Employees and Contractors:

The number of employees or contractors used by Operator in conducting operations hereunder, their selection, and the
hours of labor and the compensation for services performed shall be determined Operator, and all such employees or
contractors shall be the employees or contractors of Operator.

D. Rights and Duties of Operator:

. , . opergtions co fed in conduct
1. Competitive es ¢ fﬁhates.P Aﬂ / wé-lsl—lg-g{cr}edd—ea the Contract Area shall be d-Hil%lé }xcmelda competitive
. state where the services were rex:idered .
contract basis at the usua}l rates %:el\l/? ing n the /—area. If 1t so desires, tOpexl:al:or may cmgloy its own_ too

Orming such operatio state where the services were ren ere&s and equipment in
i g/, "t charges therefor shall not exceed the prevailing rates in he

g 3 OTRFASHE ed; and such work shall be performed by
Operator under the same terms and conditions as are customary and usual in the area in contracts of independent contractors
who are doing work of a similar nature. All work performed or materials supplied by affiliates or related parties of Operator
shall be performed or supplied at competitive rates, pursuant to written agreement, and in accordance with customs and
standards prevailing in the industry. ‘

2. Discharge of Joint Account Obligations: Except as herein otherwise specifically provided, Operator shall promptly pay
and discharge expenses incurred in the development and operation of the Contract Area pursuant to this agreement and shall
charge each of the parties hereto with their respective proportionate shares upon the expense basis provided in Eshibit "C."
Operator shall keep an accurate record of the joint account hereunder, showing expenses incurred and charges and credits
made and received.

3. Protection from Liens: Operator shall pay, or cause to be paid, as and when they become due and payable, all accounts

-6-
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of contractors and suppliers and wages and salaries for services rendered or performed, and for materials supplied on, to or in
respect of the Contract Area or any operations for the joint account thereof, and shall keep the Contract Area free from liens and
encumbrances resulting therefrom except for those resulting from a bona fide dispute as to services rendered or
materials supplied.

4, Cusiody of Funds: Operator shall hold for the account of the Non-Operators any funds of the Non-Operators advanced
or paid to the Operator, either for the conduct of operations hereunder or as a result of the sale of production from the
Contract Area, and such funds shall remain the funds of the Non-Operators on whose account they are advanced or paid until
used for their intended purpose or otherwise delivered to the Non-Operators or applied toward the payment of debts as
provided in Article VILB. Nothing in this paragraph shall be construed to establish a fiduciary relationship between Operator
and Non-Operators for any purpose other than to account for Non-Operator funds as herein specifically provided. Nothing in
this paragraph shall require the maintenance by Operator of separate accounts for the funds of Non-Operators—unless—the

5. Access to Contract Ar%oannsden%gmﬁﬁé O,gemtor shall, except as otherwise provided herein, per(r:rg%1 seealtl:gn/g I’l;gf‘;—tépemfef
or its duly authorized representative, at them; M@per&te#s sole risk and cost, full and free access at all reasonable times to
all operations of every kind and character being conducted for the joint account on the Contract Area and to the records of
operations conducted thereon or production therefrom, including Operator's books and records relating thersto. Such access
rights shall not be exercised in a manner interfering with Operator's conduct of an operation hereunder and shall not obligate
Operator to furnish any geologic or geophysical data of an interpreti\éaonr;%uirig t;lms the cost of preparation of such
interpretive data was charged to the joint account. Operator will furnish to eac% ? Ee%pemef upon request copies of any
and all reports and information obtained by Operator in connection with production and related items, including, without
limitation, meter and chart reports, production purchaser statements, run tickets and monthly gauge reports, but excluding
t?llérchase contracts and pricing information to the extent not applicable to the production of the Nea-Operator Consenting Party seeking

information. ~ Amy audit of Operafor's records relating to amounts expended and the appropriateness of such expenditures
shall be conducted in accordance with the audit protocol specified in Exhibit "C."

6, Ei!iﬂﬁ an% F!Elymighjng Govemmental Reports; Operator will file, and upon written request promptly furnish copies to

Consenfing Par . . " . . P
each requesting ﬁeﬁ-@pesetef not in default of its payment obligations, all operational notices, reports or applications
required to be filed by local, State, Federal or Indian agencies or authorities having jurisdiction over operations hereunder.
E?%lésNen«epemer—Cousenﬁng Party shall provide to Operator on a timely basis all information necessary to Operator to make such

1 .

. , . idetracked, Dee d, Completed, R leted or Pl d B

Drilling and Testing Operations: The following pr&v?sﬂ)‘;)s s%afld’applypgl St well driled 76&@&%&%%
limited o the Jritial Well:
each Copse

(a) Operator will promptly advise 7'% of the date on which the well is spudded, or the date on which
drilling operations are comrréemilegj nsenting Party
) (b)PO?teiarator wﬂf seng to ?Mpem&ers such reports, test results and notices regarding the progress of operations on the-
wel aog ls:ﬁg ! shall reasonably request, including, but not limited to, daily drilling reports, completion reports, and well logs.

atl-adequately-test-all- Zones-encountered-which-may— y-be

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

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

In the event automobile liability insurance is specified in said Exhibit "D," or subsequently receives the approval of the
parties, no direct charge shall be made by Operator for premiums paid for such insurance for Operator's automotive
equipment.

ARTICLE VI
DRILLING AND DEVELOPMENT
A, Initial Well:

Operator anticipates commencing the drilling of the Initial Well within one (1) years of the effective

date of the Unitization Order issued by the appropriate regulatory committee,

and shall thereafter continue the drilling of the well with due diligence to a depth sufficient in the Operator's reasonable opinion, to
adequately test the Utica/Point Pleasant formation with the Initial Well.

In the event a Party elects not to participate (a Nou-Consenting Party) in the Initial Well proposed in the Contract Area
pursuant to Article VLA., upon the timely commencement of actual drilling operations on such Well, such Non-Consenting Party
shall be deemed to have relinguished to the Consenting Parties, and the Consenting Parties shall own and be entitled to receive, in
proportion to their respective interests, all of such Non-Consenting Party’s interest in the well and share of production therefrom
until the proceeds of the sale of such share, calculated at the well, or market value thereof if such share is not sold, (after deducting
production taxes, excise taxes, royalty, overriding royalty and other interests not excepted by Article IILD. payable out of or
measured by the production from such well accruing with respect to such interest until it reverts) shall equal the total of the
following: (a) 500% of such Non-Consenting Party’s share of the cost of any newly acquired surface equipment beyond the
wellhead connections (including, but not limited to, stock tanks, separators, treaters, pumping equipment and piping), plus 500%
of such Non-Consenting Party’s share of the cost of operation of the well commencing with first production and continuing until
such Non-Consenting Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that such
Non-Consenting Party’s share of such costs and equipment will be that interest which would have been chargeable to'such Nou-
Consenting Party had it participated in the well from the beginning of the operations; and (b) 500% of that portion of the costs and
expenses of drilling, testing and completing, after deducting any cash contributions received under Article IILC., and 500% of that
portion of the cost of newly acquired equipment in the well (to and including wellhead connections), which would have been

-7 -
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chargeable to such Non-Consenting Party if it had participated therein.
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B. Subsequent Operations:

The drilling of the Initial Well and the participation therein by all parties is obligatory, subject to Article VLC.1. as to participation
in Completion operations and Article VLF. as to termination of operations and Article X1 as to occurrence of force majeure.
B. Subsequent Operations:

ions: i hereto, should desire to drill any well on the Contract
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if any party should desire to Rework, Sidetrack, Deepen, Recomplete or Plug Back a dry hole or a well no longer capable of
producing in paying quantities in which such party has not otherwise relinquished its- interest in the proposed objective Zone under
this agreement, the party desiring to drill, Rework, Sidetrack, Deepen, Recomplete or Plug Back such a well shall give written
notice of the proposed operation to the parties who have not otherwise relinquished their interest in such objective Zone under this
agreement and to all other parties in the case of a proposal for Sidetracking or Deepening, specifying the work to be
performed, the location, proposed depth, objective Zone and the estimated cost of the operation. The parties to whom such 2
notice is delivered shall have thirty (30) days after receipt of the notice within which to notify the party proposing to do the work
whether they elect to participate in the cost of the proposed operation. If a drilling rig is on location, notice of a proposal to
Rework, Sidetrack, Recomplete, Plug Back or Deepen may be given by telephone and the response period shall be limited to -forty-
eight (48) hours, ‘}se“a]ezbaswe of Saturday, Sunday and legal holidays. Failure of a party to whom such notice is delivered to reply
within the period above fixed shall constitute an election by that party not to participate in the cost of the proposed operation,
Any proposal by a party to conduct an operation conflicting with the operation initially proposed shall be delivered to all parties
within the time and in the manner provided, in Article VL.B.6. No Party may elect to participate in any well proposed pursuant to this
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contractually committed to participate therein provided such operations are commenced within the time period hereafter set
forth, and Operator shall, no later than ninety (90) days after expiration of the notice period of thirty (30) days (or as
promptly as practicable after the expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case
may be), actually commence the proposed operation and thereafter complete it with due diligence at the risk and expense of
the parties participating therein, provided, however, said commencement date may be extended upon written notice of same
by Operator to the other parties, for a period of up to thirty (30) additional days if, in the sole opinion of Operator, such
additional time is reasonably necessary to obtain permits from governmental authorities, surface rights (including rights-of-
way) or appropriate drilling equipment, or to complete title examination or curative matter required for title approval or
acceptance. If the actual operation has not been commenced within the time provided (including any extension thereof as
specifically permitted herein or in the force majeure provisions of Article XI) and if any party hereto still desires to conduct
said operation, written notice proposing same must be resubmitted to the other parties in accordance herewith as if no prior
proposal had been made. Those parties that did not participate in the drilling of a well for which a proposal to Deepen or
Sidetrack is made hereunder shall, if such parties desire to participate in the proposed Deepening or Sidetracking operation,
reimburse the Drilling Parties in accordance with Article VIB.A4. in the event of a Deepening operation and in accordance
with Article VI.B.5. in the event of a Sidetracking operation.
2. Operations by Less Than All Parties:

(2) Determination of Participation. If any party to whom such notice is delivered as provided in Article VIB.1. or
VIC.1. (Option No. 2) elects not to participate in the proposed operation, then, in order to be entitled to the benefits of this
Article, the Operator or parties giving the notice and such other parties as shall elect to participate in the operation shall, no
later than ninety (90) days after the expiration of the notice period of thirty (30) days (or as promptly as practicable after the
expiration of the forty-eight (48) hour period when a drilling rig is on location, as the case may be) actually commence the
proposed operation * and complete it with due diligence. Operator shall perform all work for the account of the Consenting
Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is a Non-Consenting Party,
the Consenting Parties shall either: (i) request Operator to perform the work required by such proposed operation for the
account of the Consenting Parties, or (ii) designate one of the Consenting Parties as Operator o perform such work. The
tights and duties granted to and imposed upon the Operator under this agreement are granted to and imposed upon the party
designated as Operator for an operation’in which the original Operator is a Non-Consenting Party. Consenting Parties, when
conducting operations on the Contract Area pursuant to this Article VLB.2., shall comply with all terms and conditions of this
applicable notice period, shall advise all Parties of the total interest of the parties approving such operation and its
recommendation as to whether the Consenting Parties should proceed with the operation as proposed. Each Consenting Party,
within forty-eight (48) hours (exclusive of Saturday, Sunday, and legal holidays) after delivery of such notice, shall advise the
Operator of its desire to (i) limit participation to such party's interest as shown on Exhibit "A" or (i) camry only its
proportionate part (determined by dividing such party's interest in the Contract Area by the interests of all Consenting Parties in
the Contract Area) of Non-Consenting Parties' interests, or (iii) carry its proportionate part (determined as provided in (ii)) of
Non-Consenting Parties' interests together with all or a portion of its proportionate part of any Non-Consenting Parties'
interests that any Consenting Party did not elect to take. Any interest of Non-Consenting Parties that is not carried by a
Consenting Party shall be deemed to be carried by the pary proposing the operation if such party does pot withdraw its
proposal. Failure to advise the proposing party within the time required shall be deemed an election under (i). In the event a
drilling rig is on location, notice may be given by telephone, and the time permitted for such a response shall not exceed a
total of forty-eight (48) hours (exclusive of Saturday, Sunday and legal holidays). The Operator party, at its election, may
withdraw such proposal if there is less than 100% participation and shall notify all parties of such decision within ten (10)
days, or within twenty-four (24) hours if a drilling rig is on location, following expiration of the applicable response period.
If 100% subscription to the proposed operation is obtained, the proposing party shall promptly notify the Consenting Parties
of their proportionate interests in the operation and the party serving as Operator shall commence such operation within the
period provided in Article VI.B.1., subject to the same extension right as provided therein.

(b) Relinquishment of Interest for Non-Participation. The entire cost and risk of conducting such operations shall be
borne by the Consenting Parties in the proportions they have elected to bear same under the terms of the preceding
paragraph.  Consenting Parties shall keep the leasehold estates involved in such operations free and clear of all liens and
encumbrances of every kind created by or arising from the operations of the Consenting Parties. If such an operation results
in a dry hole, then subject to Articles VIB.6. and VLE.3.,, the Consenting Parties shall plug and abandon the well and restore
the surface location at their sole cost, risk and expense; provided, however, that those Non-Consenting Parties that
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participated in the drilling, Deepening or Sidetracking of the well shall remain liable for, and shall pay, their proportionate
shares of the cost of plugging and abandoning the well and restoring the surface location insofar only as those costs were not
increased by the subsequent operations of the Consenting Parties. If any well drilled, Reworked, Sidetracked, Deepened,
Recompleted or Plugged Back under the provisions of this Article results in a well capable of producing Oil and/or Gas in
paying quantities, the Consenting Parties shall Complete and equip the well to produce at their sole cost and risk, and the
well shall then be tumed over to Operator (if the Operator did not conduct the operation) and shall be operated by it at the
expense and for the account of the Consenting Parties. Upon commencement of operations for the drilling, Reworking,
Sidetracking, Recompleting, Deepening or Plugging Back of any such well by Consenting Parties in accordance with the
provisions of this Asticle, each Non-Consenting Party shall be deemed to have relinquished to Consenting Parties, and the
Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-
Consenting Party's interest in the well and share of production therefrom or, in the case of a Reworking, Sidetracking, Deepening,
Recompleting or Plugging Back, or a Completion pursuant to Article VIC.1.  Option No. 2, all of such Non-
Consenting Party's interest in the production obtained from the operation in which the Non-Consenting Party did not elect
to participate. Such relinquishment shall be effective until the proceeds of the sale of such share, calculated at the well, or
market value 